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Table 2. Nepal: Economic Indicators,
2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 240 230 240 260 ...
GDP growth 4.8 -0.4 3.0 3.5 2.3

(% change per year)
CPI (% change per year) 2.4 2.9 4.8 4.0 4.5
Unemployment rate (%) ... ... ... ... ...
Fiscal balance (% of GDP) -4.5 -3.9 -1.5 -1.0 -1.1
Export growth 11.7 -20.3 -13.8 14.8 10.3

(% change per year)
Import growth 6.7 -15.3 7.1 15.9 0.1

(% change per year)
Current account 4.9 4.3 2.5 2.9 5.5

(% of GDP)
External debt (% of GNI) 48.5 53.5 54.8 ... ...

... = data not available, CPI = consumer price index,
GDP = gross domestic product,  GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Nepal:
Development Indicators
• Population 25.3 million (2005)

2.26% growth per annum
(1990–2005)

• National poverty rate 30.9% (2004)

• Population living on 23.8% (2003)
less than $1 a day 39% (1995)

• Under-5 mortality rate 76 (2004)
per 1,000 live births 145 (1990)

• Adult literacy rate 48.6% (2000–2004)*

28% (1995)

• Population in 13.9% (2001)
urban areas 8.3% (1990)

• Population with 84% (2002)
access to improved 69% (1990)
drinking water sources

* No single-year data is available. Data taken from UNESCO
Institute for Statistics website.

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.

www.adb.org/nepal

Nepal is one of the poorest countries in the world with a per capita income
of $290 per annum, low human development indicators, and poor access of
a large section of the population to basic social services. Nepal has, however,
made significant progress in human development and in reducing poverty in
the past decade. Poverty incidence is estimated to have declined to 31% in
2004. Similarly, social and human development indicators, such as life
expectancy, infant and maternal mortality rates, adult literacy rate, and primary
school enrollment have all improved significantly in the past decade.

Notwithstanding this progress, Nepal faces immense challenges in
achieving stronger growth and further and sustained poverty reduction—in
particular, the country’s difficult topography, weak infrastructure base, and
weak institutions and governance. In addition, the lingering internal conflict
(since 1996) and political instability are undermining Nepal’s development and
poverty reduction efforts. A quick and lasting resolution of the conflict is
fundamental to achieving stronger growth and poverty reduction.

The Government’s Poverty Reduction Strategy (Tenth Plan FY2003–2007)
recognizes that the root causes of the conflict are poverty, in-country regional
disparity, and social exclusion. The strategy aims to reduce overall poverty
incidence to 30% by 2007, and significantly improve the living conditions of
the poor. The strategy is built on four pillars: (i) broad-based and higher
economic growth; (ii) human development; (iii) targeted programs to foster
social inclusion of the ultra poor, vulnerable, and historically deprived groups;
and (iv) good governance.

Relationship with ADB
The Asian Development Bank (ADB)’s assistance to Nepal began in 1968, and
ADB remains a leading development partner. As of 31 March 2006, ADB had
provided 109 public sector loans totaling about $2.2 billion and 247 technical
assistance (TA) with a total value of about $113.993 million. ADB’s assistance is
focused on agriculture and rural development, education, water supply and
sanitation, infrastructure (transport and energy), and public and private sector
governance.



ADB’s current assistance portfolio consists of 23 loans
(20 projects and 3 program loans) with an overall net loan
amount of about $650 million. Of the 23 ongoing loans,
30% are in agriculture and rural development; 22% in water
supply and sanitation; 13% each in education and transport;
and the remaining 22% in energy, finance, governance, and
urban development. The portfolio also consists of 24 TA
projects ($16.8 million) and 2 Japan Fund for Poverty
Reduction projects ($1.8 million) for a total of $18.6 million.

ADB’s Country Strategy and Program (CSP) for Nepal was
approved in October 2004 and covers the period 2005–2009.
The strategy—based on in-depth analysis of Nepal’s develop-
ment challenges and opportunities and the Government’s
strategic priorities set out in the Tenth Plan—focuses on
promoting broad-based economic growth, inclusive social
development, and good governance. The CSP is ADB’s first
results-based pilot CSP and proposes specific measures to
ensure effective delivery and implementation of development
assistance through realistic and conflict-sensitive project
design and implementation modalities, more intensive
community participation, transparency and accountability,
better targeting of the poor and disadvantaged, and
mainstreaming social exclusion.

As part of the implementation of the results-based CSP,
ADB is focusing on mainstreaming managing for development

results in its operations in Nepal. ADB is also focusing on
strengthening government capacity through TA and
interaction programs/workshops to reorient its development
approach and agenda toward effective monitoring and
achievement of development results.

Impact of Assistance
ADB-assisted irrigation projects—the Second Irrigation Sector
Project and Irrigation Management Transfer Project completed
in November 2003 and September 2004, respectively, and the
ongoing Community Groundwater Irrigation Sector Project—
increased year-round irrigated area by about 50,300 hectares
(ha) during 2000–2005. The above projects have benefited
small and marginal farmers and disadvantaged ethnic
communities through increased agricultural production and
employment generation. These projects, complemented by the
ongoing Crop Diversification Project (CDP), have helped in
increasing Nepal’s agricultural production by 967,188 metric
tons. The CDP is implemented in the country’s most conflict-
affected and poorest mid- and far-western development regions
jointly with nongovernment organizations (NGOs), private
service providers, and local communities.

The ADB-assisted Microcredit for Women Project has
helped improve the socioeconomic status of some 40,000
poor women through social mobilization and provision of

Table 3. Nepal: Cumulative ADB Lending
as of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Agriculture and Natural Resources 48 746.2 33.7
Energy 13  400.9  18.1
Transport and Communications  15  302.9  13.7
Water Supply, Sanitation,

and Waste Management  10  263.0  11.9
Multisector  7  157.1  7.1
Industry and Trade  9  142.2  6.4
Education  9  130.4  5.9
Law, Economic Management,

and Public Policy  2  65.0  2.9
Finance  1  7.3  0.3

TOTAL  114  2,215.0  100.0



Table 4. Nepal: Improvement in Portfolio Quality
Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 11.0 7.7
Project loans 7.6 7.9

Implied average implementation
 period for project loans (years)a 6.7 7.0

Undisbursed loan balance
($ million) 635.4 526.4

Active loans (no.) 23 23
Projects at risk—(no.)b 6 7

% of loans in portfolio 26.1 30.4

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.

microcredit. Many women’s groups have federated into
savings and credit cooperatives. The project also strengthened
the capacities of partner NGOs and led to the upgrading of
37 partner NGOs that have continued to function as financial
intermediaries supporting poor women’s groups even after
project completion.

The ADB-assisted Rural Infrastructure Development
Project (completed in June 2005) constructed fair weather
rural roads in three districts—Baglung and Tanahun in
the western region, and Kavre in the central region. Some
184,000 people living in those areas have directly benefited
from the project in terms of access to basic services and
market for their agricultural produce. The project generated
employment (laborers) for 3.5 million local people. The skills
acquired during the construction phase have helped these
laborers find jobs in nearby villages where similar works are
ongoing. Locals, including porters who have been displaced
from their work, have been mobilized for maintaining the
roads, collecting toll, driving vehicles, and working as
conductors. The number of automobile workshops in the
district headquarters of the respective project districts has
also increased, thereby creating employment opportunities
for the locals as mechanics.

While no new loans were approved in 2005 due to
the security situation in the country, two of the five loans
approved in 2003 and 2004—Community Livestock
Development Project and Decentralized Rural Infrastructure
and Livelihood Project—were declared effective in 2005.
ADB approved three new TA projects in 2005—Regional
Development Strategy, Education Sector Development
Program I, and Reaching the Most Disadvantaged Groups
in Mainstream Rural Development.

Future Directions
The 2006 program consists of five loans, of which two
(totaling $95 million) are firm at this stage. The nonlending
program consists of 12 TAs, of which 6 (for $2.3 million) have
been approved so far. An indicative Asian Development Fund

(ADF) lending level of $355 million is programmed for 2007–
2009, corresponding to an average of $118 million ADF
lending per annum. The proposed assistance program is
aligned with the overall strategic objective of the 2004 CSP
and focuses on poverty reduction.

The Road Connectivity Sector Project ($55 million) and
Education Sector Development Program I ($40 million)
comprise the firm assistance program for 2006. The Road
Connectivity Sector Project will support the economic growth
of rural communities and reduce the poverty of isolated
people in the hilly northern regions of Nepal. The project will
expand the country’s transport facilities to remote areas and
enhance access to markets, employment opportunities, and
service centers for health and education in major towns and
district headquarters. The Education Sector Development
Program I will support the Government in improving the
efficiency and performance of the school education sector
by developing a fully holistic, integrated, and results-focused
school development program.

Operational Challenges
The ongoing internal conflict and political instability pose
a major constraint for Nepal to achieve stronger growth
and poverty reduction. Conflict and political instability are
disrupting delivery of basic services to the rural poor,
restricting movement of people and goods, constraining
economic activities, and slowing implementation of
development activities.

Delivery of services and fostering economic activity in a
landlocked country like Nepal—with 66% of its area covered
with hills and mountains—are both difficult and costly. About
80% of Nepal’s population live in rural areas, and the country
is characterized by small landholdings, rapid population
growth, and fragile ecology, which make growth and poverty
reduction very challenging.

Improving governance is a pressing issue for Nepal and
has significant implications for improving delivery of economic
and social services, and the effective use of aid.



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/
2006/documents/nep.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/nep.asp
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About Nepal and ADB
Nepal is the 26th largest shareholder among regional members and the
34th largest overall.

ADB Membership
Joined 1966
Shares held 5,202 (0.147%)
Votes 18,589 (0.421%)

Chaiyuth Sudthitanakorn is the Executive Director and Aw Siew-
Juan is the Alternate Executive Director representing Nepal on the ADB
Board of Directors.

Sultan Hafeez Rahman 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 dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.

Partnership
ADB’s Nepal Resident Mission (NRM) engages with the Government and other donor partners intensively to improve aid
coordination and aid effectiveness. NRM has significantly enhanced collaboration with key donor partners, such as Germany
through the German Agency for Technical Cooperation (GTZ), the Department for International Development of the United
Kingdom, and the World Bank through strategic alignments and synergies in program formulation and implementation in
support of the Government’s poverty reduction strategy.

ADB cooperates extensively with civil society organizations in Nepal to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example, ADB awarded a grant to the Rural Awareness Program (RAP) from the
regional technical assistance NGO Partners for Poverty Reduction. The grant supported the RAP’s implementation of a
microfinance program targeting very poor and marginalized communities in Baglung.

Cofinancing and Procurement
For every US dollar lent by ADB in 2005, cofinancing brought in an additional $1.27. ADB’s cofinancing operations enable its
development partners—governments or their agencies, multilateral financing institutions, commercial organizations, and export
credit agencies—to join ADB in financing its lending to developing members. Such additional funds are provided in varying
forms of grants, guarantees, or loans.

A summary of loan 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 related services,

civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Nepal/procurement.asp.
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