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PROJECT COMPLETION REPORT VALIDATION FORM 
 

A. Basic Project Data PCR  Validation Date December 2009 
Project and Loan/ 
Grant Number 

Project Number: 26624 
Loan Number: 1634 

Approved Actual 

Project Name Rural Livelihood Project Total Project Costs 
($ million)  

74.70 65.51 

Country Bangladesh Loan/Grant ($ million) 
(SDR equivalent) 

42.60 
32,130,000 

33.41 
23,986,439 

Sector Finance Total Cofinancing 
($ million) 

32.10 32.10 

ADF: 42.60   Borrowera ($ million) 25.20 25.20 ADB Financing 
($ million)    Beneficiaries ($ million) 6.90 6.90 
Approval Date 29 September 1998 Effectiveness Date 17 Feb 1999 22 Mar 1999
Signing Date 19 November 1998 Closing Date 30 Jun 2005 22 Nov 2007
Project Officers  

Maurice de Alwis 
Nimal Fernando 
Ashok Sharma 
Mayumi Ozaki 

Location 
HQ 
HQ 
HQ 
HQ 

From  
1998 
2000 
2002 
2003 

To 
2000 
2002 
2003 
2008 

Validator 

Quality Control 
Reviewer/Peer 
Reviewer 

C. Dingcong 

A. Anabo 

Director R. Adhikari, IED1 

ADB = Asian Development Bank, ADF = Asian Development Fund, HQ = ADB headquarters, IED1 = Independent Evaluation 
Division 1, PCR = project completion report, SDR = special drawing rights. 
a Includes the share of upazila bittaheen central cooperative associations. 

 
B. Project Description (Summarized from the Report and Recommendation of the President)  
  

(i) Rationale. The project was formulated to mobilize the poor and organize them into cooperatives. Once 
these cooperatives were formed, their members were to participate in social activities and receive skills 
training and resources with the aim of creating employment. The project was also to establish the 
institutional framework for sustained microfinance services to the poor through a technical assistance 
(TA) project1 for the creation of district banks owned by the poor. The project was to build on and 
replicate the success of the Rural Poor Cooperative Project (RPCP),2 through which cooperatives 
demonstrated their ability to attain financial sustainability. 
 
The project was designed to support the Government’s poverty reduction efforts by creating farm and 
nonfarm self-employment opportunities that would raise the income of 506,000 poor families. Poor 
women who were disadvantaged by the lack of employment opportunities or assets were a specific 
target group. By providing compulsory training to raise the social and environmental awareness of the 
prospective beneficiaries, the project would teach the beneficiaries to protect the environment and 
contribute to sustainable development.  
 
To address the issue of sustainability, the credit program under the project had to be commercially 
viable and  rural  financial  intermediation  had  to be linked to the  financial sector of the economy.  The 

 
                                                 
1 ADB. 1998. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the People’s Republic of Bangladesh for the Rural Livelihood Project. Manila 
(TA 3078, attached to Loan 1634, approved on 29 September, for $800,000). 

2 ADB. 1992. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and a 
Technical Assistance Grant to the People’s Republic of Bangladesh for the Rural Poor Cooperative Project. Manila 
(Loan 1213[SF], approved on 17 December, for $28.92 million). 
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operation also had to be properly  monitored, made subject to  financial  regulations, and  given a legal 
foundation that would eventually give rise to banking institutions. The project was expected to start this
process by supporting the development of local institutions and the formation of district bittaheen banks 
(landless people’s district banks [DBBs]). 

 
(ii) Impact. As envisaged in the project framework, about 0.5 million households out of about 10 million 

households (or 5% of those below the poverty line) would cross the poverty line (be able to afford a 
minimum dietary intake of 2,122 kilocalories a day). 
 
The household income and nutrition of rural cooperative members were projected to improve. Income 
was projected to increase by at least 50% from the baseline (about Tk18,700 per household per year) 
by 2005. Among RPCP beneficiaries, incomes were to increase by a further 40% from the current 
average of Tk27,000 per household per year. 
 

(iii) Objectives or Expected Outcomes. The project was intended to support the Government’s poverty 
reduction efforts by creating sustainable farm and nonfarm employment. A corollary objective was to 
transform successful cooperatives under the RPCP into sustainable microfinance institutions (DBBs). 
The project would mobilize and support more than 500,000 cooperative members in starting 
microenterprises and income-generating activities. Of this total, 246,000 would be new members and 
the rest, existing participants in the RPCP. The project would cover 152 thanas (subdistricts), 70 of 
which were depressed and underdeveloped and had a large proportion of the poor. The remaining 82 
thanas were RPCP areas, which required a small amount of further support until they could become 
self-sustainable. 

 
(iv) Components and Outputs. The project had four components: (i) the formation of landless poor 

societies and the provision of microfinance services to society members, (ii) project management, 
(iii) diminishing support for the RPCP, and (iv) support for a pilot DBB to be created under TA attached 
to the project. 

 
 

C. Evaluation of Design and Implementation (Project Completion Report Assessment and Validation) 
  

(i) Relevance of Design and Formulation 
 
The Independent Evaluation Department (IED) agrees with the project completion report (PCR) that the 
design of the project was relevant to and consistent with the Fifth Five-Year Plan of the Government 
and with the country strategy of the Asian Development Bank (ADB) for Bangladesh. The Government’s 
Plan for 1998–2002 emphasized the need to create productive employment, including self-employment, 
for the rural poor and to develop rural infrastructure in order to reduce poverty. ADB’s Country 
Operational Strategy for Bangladesh (1998)3 was centered on accelerating gross domestic product 
growth equitably and sustainably to increase opportunities for productive employment and meet the 
Government’s poverty reduction objective. The ADB strategy recommended that higher priority be given 
to providing better social services (especially to women) and infrastructure together with other basic 
services to the poor to improve their living conditions and make them better able to benefit from 
income-earning opportunities.  

 
The provision of microfinance services to poor households through cooperatives was appropriate to the 
project design since poor access to financial services has constrained the establishment and expansion 
of viable microenterprises in Bangladesh. Respondents in a socioeconomic survey conducted during 
project preparation ranked access to microcredit as the biggest constraint on microenterprise and 
income-generating activities. Only 27% of the respondent households were receiving institutional credit. 

 

                                                 
3 ADB. 1998. Country Operational Strategy for Bangladesh. Manila. 
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The implementation arrangements underwent some changes in the latter part of the project. First, 
international consultants were hired for 22 person-months to address the inadequacies in the 
managerial and technical capacity of the Bangladesh Rural Development Board (BRDB) to operate a 
sustainable microfinance program. Second, regional project management offices were established in 
Jessore and Sylhet to see to the effective management and expansion of microfinance operations in 
these areas. These changes would improve the management, monitoring, business processes, and 
management information system (MIS) of the upazila bittaheen (landless people’s subdistrict) central 
cooperative associations4 (UBCCAs), and were therefore deemed important for the sustainability of the 
UBCCAs. The design of the project was flexible enough to accommodate these necessary changes. 
 
The project design, however, did not take into account the limitations inherent in BRDB as a 
nonfinancial agency of the Government. BRDB did not have the capacity to implement and manage an 
effective and sustainable microfinance program. This was a major shortcoming in the project design.  
 
IED agrees with the PCR’s view that the pilot DBB component was overly ambitious and was planned 
without detailed analyses of the capacity of key stakeholders. Concerns about the feasibility of the 
component were raised during the Management review meeting for the project.5 The minutes of the 
meeting indicate misgivings related to the difficulty of passing legislation to create the DBB. Also, 
organizing and setting up a bank at that time was viewed to be a risky undertaking. Further, the wisdom 
of creating a new bank instead of strengthening banks or nongovernment organizations that were 
already providing microcredit in the rural areas was questioned. A similar concern was brought up in the 
Board meeting6 that was held to discuss the project. 

  
(ii) Project Outputs 

 
The PCR adequately discusses and analyzes the project outputs. Appendix 1 of the PCR provides a 
good summary of the project framework in comparison with actual performance. Of the 246,000 poor 
landless households (new members) that the project was expected to reach with microcredit, 192,987 
(78%) were provided with microcredit. On the other hand, the project exceeded its target of mobilizing 
260,000 households under RPCP: 314,971 households were provided with microcredit. The outreach 
target was nearly met, but the microfinance services of the UBCCAs lacked sustainability and were 
poor in portfolio quality. The UBCCAs were not operating profitably, receiving only 37.6% of their 
expected interest incomes.7 About one-third of the 16,357 primary societies were inactive.8 Nearly half 
of the borrowers from the primary societies were reportedly in arrears.9 Although these problems were 
repeatedly pointed out during review missions, the BRDB did little to correct them. Sustainability and 
portfolio quality of microfinance operations were major issues among the UBCCAs throughout project 
implementation. 
 
Project monitoring by the project management was apparently oriented toward training activities, 
disbursements, and outreach. Little attention was given to monitoring indicators that would provide 
timely information about sustainability, efficiency, and portfolio quality. Indicators such as operational 
and financial self-sufficiency, on-time repayment, portfolio at risk, operating cost ratio, and profitability 
ratios were not monitored. Likewise, beneficiary impact was not monitored regularly. These monitoring 
weaknesses prevented the project from responding on time to repayment and sustainability issues. 

 

                                                 
4  The term “thana bittaheen central cooperative association” was used in the Report and Recommendation of the 

President (footnote 1). During 1982–1990, thana (district) was changed to upazila (subdistrict) and since then 
“upazila bittaheen central cooperative association” has been used in the Project. These are subdistrict associations 
of landless people’s cooperatives. 

5   ADB. 1998. Minutes of the Management Review Meeting on the Rural Livelihood Project (Bangladesh), 4 March.  
6   ADB. 1998. Minutes of the Board Meeting on the Proposed Loan and Technical Assistance Grant–Rural Livelihood 

Project (Bangladesh), 29 September.  
7   June to December 2007. 
8   As of December 2007. 
9   As of June 2007. 
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The project envisioned a progressive reduction in support for UBCCAs under RPCP. Eighty percent of 
these UBCCAs were foreseen to become financially self-sufficient and graduate from the project’s 
financial and operational cost support.  Available information about portfolio quality and interest income 
yields indicates that the sustainability of these UBCCAs was very low. More than half reportedly had 
interest incomes that could not cover their operating costs. Further, RPCP UBCCAs did not produce 
regular income statements, making it difficult to determine their operational and financial self-
sufficiency.  
 
UBCCAs in both the project and RPCP areas did not follow standard microfinance practices. They had 
no uniform accounting system or MIS, no internal audit unit, and no credit operation manual, and their 
human resource policies and staff training were deficient. Lacking understanding and appreciation of 
delinquency management and portfolio quality, the UBCCAs wrote off delinquent loans only after they 
had been overdue for 30 months. The project MIS was oriented toward project targets and did not 
include indicators critical to microfinance operations such as on-time loan recovery and portfolio at risk. 
There were no specific criteria for filling project management and UBCCA staff positions; people were 
hired even without matching qualifications. All these indicate the institutional incapacity of BRDB and 
the UBCCAs for an effective and sustainable microfinance program.  
 
The pilot DBB component was never implemented because of lack of consensus regarding the 
proposed regulatory framework. The PCR sufficiently discusses the issues and reasons behind the 
non-implementation of the component (paras. 36–40). 
 

(iii) Project Cost, Disbursements, Borrower Contribution, and Conformance to Schedule (as relevant 
to project performance) 
 
The discussion and data on project costs, disbursements, and borrower contribution in the PCR are 
adequate (Basic Data). In September 2003, the reallocation of $227,200 within the specialist support 
category from local currency to foreign currency was approved. The amount was intended for the 
recruitment of international consultants, as part of the approved change in implementation 
arrangements to strengthen UBCCA operations. At project completion, $33.4 million of the $42.6 million 
ADB loan had been disbursed, and the balance of about $12.5 million had been canceled. The limited 
growth of UBCCA microcredit and training activities and the non-implementation of the pilot DBB 
component were the main reasons for the loan savings.  
 
The project took effect only 6 months after loan approval because of delay in compliance with the 
conditions for loan effectiveness, including the appointment of the project director and formation of the 
project coordination committee by the Ministry of Local Government, Rural Development and 
Cooperatives (MLGRDC). The operation of UBCCAs in 72 upazilas was delayed by almost 2 years 
because of a disagreement between MLGRDC and ADB over the selection of project implementation 
upazilas. The issue was resolved when the Government accepted the originally proposed upazilas. 
Still, the project continued to experience delays due to frequent changes in the project director, delays 
in the appointment of UBCCA staff, and slow progress in the implementation of the attached TA. The 
project completion date was extended for 2 years to make up for the initial delay. 

 
(iv) Implementation Arrangements, Conditions and Covenants, Related Technical Assistance, and 

Procurement and Consultant Performance 
 
The PCR gives a complete and fair assessment of the implementation arrangements. It clearly brings 
out the issues and problems during implementation at the central, project, and upazila levels. Sonali 
Bank was tasked with delivering and recovering the loans from sub-borrowers through the UBCCAs, 
but its staff did not have enough incentives to ensure high recovery rates and portfolio quality. Further, 
the occasional debt forgiveness by nationalized banks spread wrong ideas about government loans and  
affected  repayments  by end-borrowers. In the upazilas, many UBCCAs  did not have the capacity and  
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skills to implement and manage a microfinance program. Many also failed to produce proper financial 
statements, according to back-to-office reports of ADB missions. 
 
An important point of the assessment was the selection of BRDB as the executing agency. As a 
nonfinancial line agency of Government, BRDB lacked the capability to assess project viability or the 
repayment capacity of borrowers, and to implement and monitor a microfinance program. Financial 
intermediation was not its main function and expertise. Hence, it could not able to implement a 
sustainable microfinance program. 

 
Compliance with the key covenants was generally satisfactory. Appendix 2 of the PCR shows the status 
of compliance with the loan covenants. Covenants related to the DBB were only partially complied with 
because the pilot DBB component did not materialize. 

 
The related TA for the development of an appropriate legal regulatory framework for microfinance 
institutions and the establishment of pilot microfinance banks is assessed fairly in the PCR. While the 
consultant outputs for the TA were satisfactory, interest in the passage of legislation creating the 
microfinance institution (MFI) was not sustained. And since the review of the draft MFI legislation made 
no substantial progress, the TA was closed 3.5 years after the original closing date of 31 October 2001. 
The TA’s main tasks—putting in place MFI legislation and setting up the pilot DBB—never materialized. 
Hence, IED rates the TA unsuccessful, versus the partly successful rating of the TA completion report.10 
 
Consultants were hired according to ADB’s Guidelines on the Use of Consultants (2007, as amended 
from time to time). BRDB carried out procurement as planned and in accordance with ADB’s 
Procurement Guidelines (2007, as amended from time to time). The quality of the consultants’ outputs 
was satisfactory. MLGRDC and BRDB accepted the plans recommended by the consultants for the 
restructuring of the UBCCAs and MIS installation but showed little commitment to implement them. 
 
The PCR does not evaluate the project preparatory TA11 for the project. ADB’s Project Administration 
Instructions 6.08 (para. 6) states that “…a preparatory TA resulting in a loan should be evaluated in the 
PCR for the loan project.” 

  
(v) Performance of the Borrower and the Executing Agency 

 
The PCR’s assessment of BRDB’s capabilities is reasonably accurate. BRDB did not have enough 
capacity to establish sustainable microfinance operations among the UBCCAs and to incorporate them 
in the formal financial system. The envisaged pilot microfinance bank did not materialize. The capability 
of BRDB was evidently overestimated at the time of appraisal. BRDB complied with the project 
administration tasks (such as progress reports, annual audits, and management of imprest account), 
without significant delays. But the project completion date was extended for 2 years to make up for 
delays at the start of implementation due to reasons cited in (iii) above. Further, there was no indication 
that the project coordination committee actively monitored the project or provided guidance. As reported 
in the PCR, the committee became nearly dormant after the second year of implementation (para. 31). 
Furthermore, the project suffered from frequent changes in the project director, delays in the 
appointment of UBCCA staff, and not enough staff expertise to effectively implement a microfinance 
program. International consultants were fielded to help professionalize the microfinance operations of 
the UBCCAs and to improve their sustainability, but their recommendations had little impact on the 
performance of the UBCCAs (PCR, para. 42). During the 7-year period of the project, BRDB failed to 
institute the necessary measures and actions to strengthen the performance and viability of the 
UBCCAs. In view of all these weaknesses in the performance of the BRDB, IED rates the performance 
of the EA partly satisfactory, versus the PCR rating of generally satisfactory. 

                                                 
10  ADB. 2006. Technical Assistance Completion Report on the Establishment of a Framework for Sustainable 

Microfinance. Manila (TA 3078, approved on 29 September 1998, for $800,000). 
11 ADB. 1995. Technical Assistance to the People’s Republic of Bangladesh for the Rural Livelihood Project. Manila 

(TA 2293, approved on 24 January, for $287,000). 
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(vi) Performance of the Asian Development Bank 
 
ADB conducted 10 review missions during the implementation period. As early as 1999, the missions 
raised issues related to the project delays, the low capacity of BRDB to implement the project, and the 
poor sustainability of the microfinance program, but BRDB’s response was inadequate. ADB actions 
and support intended to address the issues also seemed less than effective. Inadequacies in project 
design ranged from the overambitious pilot DBB component to overestimation of the capacity of BRDB 
to implement a sustainable and effective microfinance program. In view of these, IED rates the 
performance of ADB partly satisfactory, versus the satisfactory rating in the PCR.  
 

 
D. Evaluation of Performance (PCR Assessment and Validation) 
  

(i) Relevance: Partly Relevant 
 
IED agrees with the PCR in rating the project partly relevant. At the time of appraisal, the project was 
consistent with the Government’s Fifth Five-Year Plan and ADB’s country strategy for Bangladesh. 
However, BRDB’s capacity to implement and manage a microfinance program was insufficiently well 
assessed. Although demand for microfinance service was strong in the areas covered by the project, 
institutional capacity to carry out the program on the part of both the BRDB and the UBCCAs was 
insufficient. On the other hand, the role of Sonali Bank was limited to channeling funds to the UBCCAs 
and setting up the revolving fund for relending. It had no role in developing the institutional capacity of 
the UBCCAs. 

 
(ii) Effectiveness in Achieving Outcome: Less Effective 

 
IED concurs with the PCR’s less effective rating. The project nearly achieved its outreach objectives 
and enabled poor households to engage in microenterprise activities. However, there is no clear 
evidence that rural incomes increased and rural poverty was reduced. Many of the UBCCAs had 
unsustainable microfinance operations and experienced delinquency and repayment problems. The 
envisioned pilot DBB component was not realized. 

 
(iii) Efficiency in Achieving Outcome and Outputs: Less Efficient 

 
BRDB was efficient in achieving the outreach outcomes. The households reached with microcredit 
totaled 507,958, higher than the target of 506,000. Repayment and sustainability problems, however, 
persisted and were not fully resolved during implementation. At appraisal, the financial and economic 
analysis of end-borrower subprojects indicated viable microenterprises with respectable returns. But it 
is unclear whether the project did help to increase rural incomes. Presumably, the limited capacity of 
BRDB to practice and promote sound financial practices among the UBCCAs, so fundamental to the 
success of the project, reduced the impact on poverty. Because of the poor portfolio quality of many 
UBCCAs, new loans were undisbursed to poor households, thereby limiting the additional funds that the 
latter could use for their microenterprises. IED therefore rates the project less efficient.  

 
(iv) Preliminary Assessment of Sustainability: Unlikely To Be Sustainable 

 
IED concurs with the PCR that the Project is unlikely to be sustainable. Data and information 
adequately show the low operational and financial self-sufficiency of the UBCCAs. BRDB also lacked 
the capacity and the appropriate incentives to restructure the microfinance programs of the UBCCAs. 
The prospects of the UBCCAs’ becoming viable and professional in their operations beyond the project 
are very limited.  
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(v) Impact (Intended and Unintended): Positive (but with a caveat) 
 

The project had positive effects on the status of women. A survey of project beneficiaries conducted by 
ADB12 showed an increased role for women in gaining access to finance, managing their business, 
participating in joint decision making, and sharing household responsibilities. However, the impact on 
income and poverty is unclear. The midterm evaluation study of the project indicated positive changes, 
but these could not be traced directly to the project, in the absence of a control group for comparison. 
Likewise, the quick impact assessment survey undertaken by the project completion review mission 
showed that project beneficiaries and non-beneficiaries differed very little in their expenditures on 
health, education, food, and household durable assets. The midterm evaluation study also found that 
about 33% of the members of the primary societies were above the poverty line and did not qualify for 
the program. Of the 77% of the members below the poverty line, 21% were classified as moderately 
poor. About 88% of the members of the management committees of the primary societies and UBCCAs 
were reportedly either in moderately poor or above the poverty line. Evidently, there was less-than-strict 
compliance with the criteria for targeting the poorest. 

 
E. Overall Assessment, Lessons, and Recommendations (Validation of PCR Assessment) 
 

(i) Overall Assessment: Partly Successful 
 
IED rates the overall performance of the project partly successful. The project nearly reached its 
lending target for landless households in the project area, and exceeded the target for households 
under RPCP. The envisioned national and regional project management offices were established to 
support the UBCCAs, and training units were formed to carry out training and project monitoring 
activities. However, despite being a follow-on project to the RPCP, the project failed to achieve the 
goal of financial self-sufficiency for the UBCCAs and did not succeed in establishing the pilot DBB. The 
lack of expertise and limited capacity of BRDB to carry out a sustainable microfinance program and 
widespread noncompliance with microfinance operating standards were the main factors that led to the 
failure to achieve sustainability and high portfolio quality. As regards the establishment of the pilot 
DBB, the idea was overly ambitious and the capacity of key stakeholders was not analyzed in detail. 
The legislation establishing the pilot DBB was not put in place because of lack of consensus on and 
sustained interested in the proposed regulatory framework.  

 
(ii) Lessons 

 
IED agrees with the lessons pointed out in the PCR and finds them valuable especially in the future 
design of microfinance projects. 

 
It is important to emphasize further that, to succeed and be sustainable, microfinance programs must 
be professionally managed like any other business. Loans must be repaid and the MFIs must operate 
efficiently to continue providing the much-needed financial services to poor households. The selection 
of an appropriate executing agency is a critical factor in the success of a microfinance program. 
Nonfinancial government agencies like the BRDB, despite their strengths in rural development, lack 
the capability for sustainable microfinance programs that require specialized skills and good 
governance. An apex lending institution with proven experience in microfinance would have been the 
more appropriate choice.  

 
Another lesson that can be drawn relates to the targeting of project participants. The project was 
designed to target the poorest, particularly widows, divorced and destitute women, and others with no 
regular source of income (para. 50 of the RRP). However, some 33% of the beneficiaries were 
reported to be above the poverty line. While this is an indication that the selection criteria were not 
strictly applied, it also illustrates the limits of microfinance in reaching the poorest of the poor.  

 
                                                 
12 ADB. 2007. Special Evaluation Study on the Effect of Microfinance Operations on Poor Rural Households and the 

Status of Women. Manila.  
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Experience with other ADB microfinance projects has shown that the poorest of the poor, despite being 
targeted in the design, generally do not constitute a significant proportion of the project beneficiaries.13 
Moreover, microcredit often does not reach the poorest (those at the bottom of the income 
distribution).14 In practice, MFIs, driven by cost-efficiency and financial sustainability concerns, tend to 
target those with greater repayment capacity. The poorest also need a range of other services besides 
microfinance, such as training, health provision, livelihood, and social development. The destitute have 
very limited capacity for debt and often no income to repay loans. Thus, microfinance alone may not be 
the appropriate solution for them. Further, microfinance needs transparency and reporting of 
performance to work at its best. Irregular and unstandardized reporting on operations and financial 
management among the UBCCAs made it difficult to monitor and respond on time to delinquency, 
repayment, and sustainability problems. MFIs must report accurately on financial and social indicators 
to perform better.  

 
Experience from the implementation of the project highlights the need for effective support for 
sustainable MFIs. Constraints on outreach and financial sustainability must be addressed, and 
performance standards installed to ensure monitoring and supervision. To achieve sustainability and 
widen outreach, the capacity of MFIs must be strengthened. A microfinance project as such this one 
should, moreover, follow internationally accepted guidelines and principles for the design of 
microfinance projects.15 

 
(iii) Recommendations 

 
IED agrees with the recommendations of the PCR, all of which are envisioned to help MFIs achieve 
sustainable operations. Besides following the guiding principles of ADB’s microfinance strategy, 16 
projects must also abide by the guidelines developed by the Consultative Group to Assist the Poor in 
formulating the design of microfinance projects. 17 ADB actively participated in the formulation of these 
guidelines.  

 
Nonfinancial agencies of government do not have the capacity to carry out financial intermediation 
activities. The use of a specialized microfinance apex institution, the Palli Karma-Sahayak Foundation 
(PKSF) in Bangladesh, would have been a more appropriate choice for executing agency. PKSF has a 
good track record in managing projects funded by international funding agencies, including ADB.18 The 
ADB mission 19  toward the end of implementation pointed out that bringing in a professional 
microfinance apex institution to support the UBCCAs at an early stage in the Project would have yielded 
better results. Further, the back-to-office report of the mission stipulated that “unless UBCCAs are 
linked to an external professional apex MFI, UBCCA operations would not be sustainable,” underlining 
the need to select an appropriate executing agency for microfinance projects like this one. 

 

                                                 
13 See, for example, the following studies: ADB. 2007. Special Evaluation Study on the Effect of Microfinance 

Operations on Poor Rural Households and the Status of Women. Manila; and ADB. 2006. Special Evaluation Study 
on the Pathways Out of Rural Poverty and Effectiveness of Targeting. Manila.  

14 Consultative Group to Assist the Poorest. October 2006. Good Practice Guidelines for Funders of Microfinance. 
2nd edition. Washington, DC. 

15 The guidelines were released in October 2006,. The consensus drew on 30 years of lessons learned, translated 
into practical, operational guidelines for microfinance funding agencies. 

16 ADB. 2000. Finance for the Poor: Microfinance Development Strategy. Manila. 
17 Consultative Group to Assist the Poor. October 2006. Good Practice Guidelines for Funders of Microfinance. 2nd 

edition. Washington, DC.  
18 PKSF was the executing agency for two ADB projects in Bangladesh: ADB. 1997. Report and Recommendation of 

the President to the Board of Directors on a Proposed Loan to the People’s Republic of Bangladesh for the 
Participatory Livestock Development Project. Manila (Loan 1524-BAN [SF] for $19.7 million, approved 19 June); 
and ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
People’s Republic of Bangladesh for the Second Participatory Livestock Development Project. Manila 
(Loan 2070-BAN[SF], for $20 million [$7.50 million for the microfinance component], approved on 19 December). 

19  ADB. 2007. Back-to-Office Report of Review Mission for Loan 1634-BAN (SF): Rural Livelihood Project, 
17 February. 
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 F. Monitoring and Evaluation Design, Implementation, and Utilization (PCR Assessment and Validation) 
 

ADB’s monitoring and evaluation system leaned heavily toward disbursements, scale of outreach, and 
project achievements. Performance standards that would have revealed the structural and operational 
problems of UBCCAs were not established. The UBCAAs did not regularly produce portfolio and financial 
reports according to internationally accepted standards. Their loan portfolios were highly volatile, and the 
poor quality of the portfolios led to inefficiencies and dramatic losses. Performance standards must be 
developed and institutionalized to allow periodic monitoring and timely response to problems. Minimum 
indicators for meeting performance standards for retailers like the UBCAAs need to be in place. Best 
practices suggest that indicators that measure institutional development, outreach, and social and financial 
performance help supervise microfinance projects more effectively. A reliable project performance report 
would have alerted ADB Management of the Project's weaknesses and triggered corrective action. 
 

G. Others (e.g., Safeguards, including Governance and Anticorruption Provisions; Fiduciary Aspects; 
Government Assessment of the Project, as Applicable) (PCR Assessment and Validation) 

 
The PCR submitted by the Government to ADB was of poor quality and lacked adequate analysis and 
discussion of project performance, issues, and lessons.  
 
ADB missions reported the misuse of project resources. ADB’s Integrity Division investigated the alleged 
misuse but did not find substantial evidence to bring the case before the Integrity Oversight Committee. The 
case was referred instead to the South Asia Regional Department, which recommended stronger controls 
on the use of project resources. 
 

H. Ratings PCR OED Review Reason for Disagreement/Comments 

Relevance Partly Relevant Partly Relevant  
Effectiveness in 
Achieving Outcome 

Less Effective Less Effective  

Efficiency in Achieving 
Outcome and Outputs 

Less Efficient Less Efficient .  

Preliminary 
Assessment of 
Sustainability 

Unlikely Unlikely  

Borrower and 
Executing Agency 

Generally 
Satisfactory 

Partly 
Satisfactory 

BRDB complied with project administration 
tasks without significant delays. But the 
project completion date was extended for 
2 years to make up for delays at the start of 
implementation. The project coordination 
committee became nearly dormant after the 
second year of implementation; hence, the 
project received very limited monitoring and 
guidance from the committee. Further, the 
project suffered from frequent changes in 
project director, delays in the appointment of 
UBCCA staff, and insufficient expertise to 
effectively implement a microfinance 
program. During the 7-year period of the 
project, BRDB failed to institute measures 
and actions to strengthen the performance 
and viability of the UBCCAs.  
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Performance of ADB Satisfactory Partly 
Satisfactory 

BRDB did not adequately respond to issues 
raised by ADB in review missions, 
particularly the need to strengthen the 
performance and viability of the UBCCAs. 
ADB actions and support in this regard were 
apparently less than effective. Also, project 
design was inadequate at various levels, 
from an overambitious pilot DBB component 
to overestimation of BRDB capacity to 
implement a microfinance program.  

Impact Not rated Positive 
qualitative effect. 
Unclear impact 
on income and 
poverty. 

The project had visible and positive 
qualitative effects on the status of women. 
Women had increased access to finance 
and gained a greater role in managing their 
business, making joint decisions, and 
sharing household chores. However, the 
impact on rural incomes and poverty is 
unclear.  

Overall Assessment Partly 
Successful 

Partly Successful  

Quality of PCR  Partly 
Satisfactory 

PCR does not evaluate the project 
preparatory TA. 

 
I. Comments on PCR Quality 

 
The PCR has sufficient information on and analyses of project outcomes. It is clear and concise, and
captures accurately the issues that were involved in the implementation. The lessons and recommendations
flow from its analysis and findings. 

 
Nonetheless, although the PCR is generally consistent with PCR guidelines (PAI 6.08), it does not evaluate 
the project preparatory TA. PCR quality is therefore rated partly satisfactory. 
 

 
J. Recommendation for OED Follow-Up 
 

No follow-up action required. 
 
 
K. Data Sources for Validation 
 

The following reports and documents were referred to in the preparation of this PCR validation report: 
 
(i) PCRs (ADB’s and the Government’s) and report and recommendation of the President; 
(ii) Minutes of Management review meeting and summary of Board discussions; 
(iii) Back-to-office reports; and 
(iv)  Aide-mémoires of review missions, midterm evaluation study of the project and technical assistance 

completion report for TA 3078. 
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