
 
 

 

 
 

Validation Report  
 

 

 
 
 
 
 
Reference Number: PCV: NEP 2009-53 
Project Number: 29236 
Loan Number: 1609-NEP (SF) 
December 2009 
 
 
 
 
 
 
 

Nepal: Community Groundwater Irrigation Sector 
Project 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Independent Evaluation Department 



 

ABBREVIATIONS 
 
 ADB – Asian Development Bank 
 DOA – Department of Agriculture 
 DOI – Department of Irrigation 
 EA – executing agency 
 EIRR  – economic internal rate of return 
 IED – Independent Evaluation Department 
 GFO – Groundwater Field Office 
 IPM – integrated pest management 
 MSMT – mobile support and monitoring team 
 M&E – monitoring and evaluation 
 NGO – nongovernment organization 
 NRB – Nepal Rastra Bank 
 PCR – project completion report 
 PFI – participating financial institution 
 RRP – report and recommendation of the President 
 STW – shallow tubewell 
 WUA – water user association 
 WUG – water user group 
 
 
 
 
 

 
   
 
 
Director 

 
R. B. Adhikari, Independent Evaluation Division 1, Independent Evaluation 
Department (IED) 

 
Team leader  

 
S. Shrestha, Evaluation Specialist, Independent Evaluation Division 1, IED 

Team members C. Infantado, Portfolio Evaluation Officer, Independent Evaluation Division 1, 
IED 

 V. Melo, Operations Evaluation Assistant, Independent Evaluation Division 1, 
IED 
 

 
 
 
 
In preparing any evaluation report, or by making any designation of or reference to a particular 
territory or geographic area in this document, the Independent Evaluation Department does not 
intend to make any judgments as to the legal or other status of any territory or area. 

 

Key Words 
adb, asian development bank, credit, group mobilization, ied, independent evaluation 
department, institutional strengthening, irrigation, monitoring and evaluation, project completion 
report, shallow tubewell, validation 

 



 

PROJECT COMPLETION REPORT VALIDATION FORM 
 

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

29236 
1609-NEP (SF) Approved Actual 

Project Name: Community 
Groundwater Irrigation 
Sector Project 

Total Project Costs 
($M):  

42.8 17.9 

Country: Nepal Loan/Grant ($M): 30.0 10.2 
Sector: Agriculture and 

Natural Resources 
Total Cofinancing 
($M):  

12.8 7.7 

ADF:   30.0 Borrower ($M): 5.3 3.2 ADB Financing 
($M): OCR:     0.0 Beneficiaries ($M): 3.0 0.7 
Cofinanciers:  CIDA; PFIs Others ($M):  4.5 3.8 
Approval Date: 26 Feb 1998 Effectiveness Date: 15 Feb 1999 3 Mar 1999 
Signing Date: 17 Nov 1998 Closing Date: 31 Jul 2005 21 Jan 2008 
Project Officers: Name: 

A. Siddiq 
G. Gewali 

Location (HQ or RM): 
HQ 
NRM 

From 
1998 
2002 

To 
2002 
2008 

Validator: 
 
 
Quality Control 
Reviewer/Peer 
Reviewer: 

D. Moffatt 
Consultant 
 
S. Shrestha 
Evaluation Specialist, 
IED1 

 
 
Director: 
 

 
 

R. B. Adhikari, IED1 

ADB = Asian Development Bank, ADF = Asian Development Fund, CIDA = Canadian International Development Agency, HQ 
= headquarters, IED1 = Independent Evaluation Division 1, M = million, NEP = Nepal, NRM = Nepal Resident Mission, OCR = 
ordinary capital resources, PCR = project completion report, PFI = participating financing institution, RM = resident mission, SF 
= special fund. 
 
 B. Project Description (summarized from the Report and Recommendation of the President [RRP])  
  

(i) Rationale. Irrigation, through the development of shallow tubewells (STWs), is an effective and 
economic means of increasing agricultural productivity in many areas of the Terai (plain areas in the 
southern part of the country). This is a major economic opportunity for small farmers in the rainfed 
areas. However, the expansion of STWs has been constrained by an inadequate policy environment, 
lack of access to credit and inputs, poor extension services, inadequate farm-to-market roads, and 
failure to foster group management. The Project aimed to address these issues. The Project 
complemented the ongoing investment of the Asian Development Bank (ADB) under the Second 
Irrigation Sector Project, and financed an area slice of the Government’s Agriculture Perspective Plan 
groundwater program in the Central and Eastern Development Regions. 

 
(ii) Impact. The Project was expected to have a positive impact on poverty reduction, as the group 

approach would enable farmers with incomes below the poverty line to reach an economically viable 
scale of operation. The Project would have a catalytic effect on STW development, as it would develop 
the institutional framework for sustained group-managed STW irrigation development. 

 
(iii) Objectives or Expected Outcomes. The Project had two overall objectives: (i) to increase agricultural 

productivity (irrigation area, cropping intensity, crop yields, and total output); and (ii) to improve incomes 
of small farmers (increased household income, and high economic internal rate of return [EIRR] of 
subprojects). 
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(iv) Components and/or Outputs. The Project comprised four components. 

Part A: Community STW Development: 
(a) Installation of 13,500 Water User Groups (WUGs) and 300 Water User Associations (WUAs) to 

operate and maintain the STWs and farm-to-market roads. This was to be effected through support 
from nongovernment organizations (NGOs); and 

(b) Improvement in irrigation production methods. Consultants (336 person-months) were to be used to 
strengthen the groundwater organizations and build the capacity of the Department of Irrigation 
(DOI), Nepal Rastra Bank (NRB), Department of Agriculture (DOA), Participating Finance 
Institutions (PFIs) and private sector providers.  

 
Part B: Improvement of Farm-to-Market Roads. Improvement of 600 kilometers (km) of access 
roads, and rehabilitation of 240 km of village roads. 
 
Part C: Provision of Credit:  
(a) Provision of credit by PFIs to beneficiaries without collateral for the installation of 13,500 group 

STWs and 1,500 individual STWs; and  
(b) Provision of credit for agricultural production. 

 
Part D: Implementation Assistance and Institutional Strengthening: 
(a) Support for project management and administration, including a project management information 

system and benefit monitoring system; 
(b) Establishment of a STW follow-up support system for WUGs and WUAs; and strengthening of DOI 

through improvements to the training centers and Groundwater Field Offices (GFOs); 
(c) Training for PFIs; 
(d) Procurement of service vehicles and equipment; 
(e) Provision of incremental operating costs; 
(f) Support for environmental sustainability through establishment of an Environmental Unit, training in 

Integrated Pest Management and the proper use of agricultural chemicals, and monitoring of water 
quality and groundwater table levels. 

 
 C. Evaluation of Design and Implementation (Project Completion Report [PCR] assessment and Validation) 

  
(i) Relevance of design and formulation. The PCR assessed the design and formulation of the Project 

as being consistent with the strategies of the Government as given in the Agriculture Perspective Plan, 
Eighth Five-Year Plan and Ninth Five-Year Plan,1 and the principal strategy of ADB in the country.2 The 
Independent Evaluation Department (IED)3 also notes that the STW represented a proven approach to 
increased agricultural production, and constituted a relatively risk-free investment. However, the Project 
met only 72% of its targeted STW installations, and less than 50% of its targeted STW loans. The PCR 
concluded that "the Project was formulated with inadequate assessment of the policy and institutional 
environments for deregulated, private sector-led STW irrigation development." However, there were 
also erroneous assumptions in the design. Only one third of the anticipated farm-to-market roads were 
built due mainly to a lack of demand. Similarly the PCR states that loans for agricultural production 
could not be delivered due to lack of demand. It must be concluded that the needs assessment at the 
design stage was inadequate.   

 
 

                                                      
1  These plans accorded a priority to community STW irrigation development in the Terai.  
2  ADB prioritized a participatory approach to sustainable community irrigation development, increasing agricultural 

income, and reducing rural poverty in Nepal. 
3  IED was named the Operations Evaluation Department, or OED, until December 2008. 
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(ii) Project Outputs (or conditions in the case of program loans) 

Part A: Community STW Development: 
(a) Group formation and STW installation. From a target of 13,500 WUGs and 300 WUAs to be 

formed through the Project, 13,000 WUGs and 222 WUAs were set up. However, only 
10,870 STWs, from a target of 15,000 STWs, were installed. This left 2,130 groups established, but 
without any tubewells. Planning and coordination cannot be regarded as satisfactory when 16% of 
the WUGs and 26% of the WUAs that were established were not given access to the means of 
irrigation. The numbers that were achieved came about only after the midterm review proposed 
significant changes to the installation program, and following an improvement in the security 
situation. However, the shortfall in the number of tubewells was largely compensated for by their 
50% higher rate of water delivery (from 10 liters per second to 15 liters per second) so that crop 
production targets were significantly exceeded. 

(b) Improvement in irrigation production methods. This was to be brought about by a heavy input of 
NGO support, estimated in the RRP at 1,500 person-months, but actually increasing to 3,188 
person-months during implementation. However, actual expenditure was 122% of the original, rising 
from $2.8 million to $3.43 million. 

 
Part B: Improvement of Farm-to-Market Roads. Of a total of 840 km of road proposed in the RRP, 
the PCR reported improvement to only 300 km (one-third of the target). This was reflected in actual 
expenditure of $4.3 million against a budgeted expenditure of $12.6 million.4 The shortfall is ascribed 
to: (a) the project design criterion that road improvement could only be funded once 50 STWs had been 
installed in a subproject area, (b) other donor projects having already improved rural roads, and 
(c) district and village development committees using around 60% of their annual grant received from 
the Ministry of Local Development for the construction and improvement of rural roads. A more 
thorough needs assessment at the project design stage would have avoided these discrepancies, 
unless the involvement of other donors and the local budgetary allocation to rural roads were sudden 
and unforeseen developments  
  
Part C: Provision of Credit: 
(a) Provision of credit for the installation of STWs. The RRP envisaged the installation of 15,000 

STWs funded through qualified PFIs to farmer groups on a group guarantee basis. In practice, 
credit was provided through the project’s NRB-accredited financial institutions for 7,020 STWs. 
However, WUGs and non-accredited financial institutions provided credit for a further 3,850 STWs. 
This was attributed in the PCR to NRB’s lack of resources to accredit new institutions. However, a 
strong statement in the back-to-office report of the review mission of June 2006 blamed major 
inadequacies in the Grameen Bikas Banks for the failure to deliver credit. It is not stated in the PCR 
whether the beneficiary groups for the non-accredited loans had participated in the Project’s group 
preparation. The total value of the loans was only $3.17 million out of a budget indicated in the PCR 
as $13.6 million, reflecting also the reduced price for tubewells following deregulation. According to 
the PCR, the average rate of loan repayment was 92% to the accredited PFIs; and 100% to non-
accredited PFIs as a result of successful participatory monitoring. It was not possible for this to be 
substantiated at validation.  

(b) Provision of credit for agricultural production. Nowhere in the RRP or the PCR was there a 
clear statement as to how much credit was supposed to be given for loans for agricultural 
production, how much was loaned, or how this was managed. The PCR stated only that "loans for 
agriculture production could not be delivered due to a lack of demand." 

 
Part D: Implementation Assistance and Institutional Strengthening: 
(a) Support to Management. A total of 848 training courses were provided to 28,590 individuals to 

improve management in project processing. Following the new government regulations, restrictions 
on the use of loan funds for overseas training resulted in a reduction in expenditure from 
$2.7 million to $0.94 million in this category. 

                                                      
4  Though there is a discrepancy in the text of the PCR which refers to an actual expenditure of $2.7 million against 

an estimate of $8.8 million. 
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(b) STW follow-up support. To provide operation and maintenance and extension services on a fee-
paying basis, 286 WUA members were trained. 

(c) Strengthening of DOI capacity in drilling technology and pump maintenance. The PCR made 
no direct reference to this, but GFOs were included in the overall training and remained active 
throughout project implementation. 

(d) Training PFIs. There was no specific reference to this, but PFIs are mentioned as part of the 
overall training given under item (a) above. 

(e) Service Vehicles and Equipment. Expenditure on these was only $0.47 million against an 
estimated $1.1 million, attributed in the PCR to an overestimate of requirements and a reduction in 
unit costs of the vehicles. 

(f) Incremental operating costs. Although there was no mention in the PCR text, Table A.8.2 showed 
an actual expenditure on incremental operating costs of $3.29 million against an estimated 
expenditure of $3.70 million. 

(g) Support for environmental sustainability. The PCR referred to the establishment of an 
environmental unit only in the project framework, where it was simply noted that a unit was 
established in 2000. There is no further information on the unit's functions and capabilities.  

 
(iii) Project Cost, Disbursements, Borrower Contribution, and Conformance to Schedule (as relevant 

to project performance). The cost of the Project was reduced from the estimated $42.8 million at 
appraisal to an actual cost of $17.9 million. All components showed significant cost reductions except 
for the development and support of communities. The project framework summarizes the low 
expenditure as being due to "delays in Project Implementation, slow credit delivery, and overall low 
investment required compared to appraisal estimate." IED concurs with these figures and statements. 

 
 There are discrepancies in data on the implementation schedule. The RRP described the Project as 

having a 7-year implementation period. The loan data summarized in the PCR gives a planned 
implementation period of 6.5 years. This was contradicted by the project implementation schedule 
(Appendix 10) and the loan disbursement schedule (Table A9.2), which show significant activity in 1999. 
In reality, therefore, the Project actually ran for 8 to 9 years. The Project was behind targeted outputs 
and outcomes even after 7 years of loan effectiveness. The most critical delaying factors in project 
implementation were confusion caused by an ongoing subsidized STW program, initially by the 
Government and subsequently by the United Nations Development Program, and a cumbersome 
centralized credit approval procedure.  

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

Procurement and Consultant Performance. The implementation arrangements were reported as 
satisfactory at the central and district levels. However, DOA underperformed and the failure to assign 
mobile support and monitoring teams (MSMTs) in each GFO was mainly because DOA and NRB were 
unable to second the required specialists. It should, however, be noted that one of the reasons given for 
the difficulties in the early years of project implementation was the cumbersome centralized credit 
approval procedures. Since NRB was the executing agency (EA) for the credit component of the 
Project, it is surprising that its branches did not play an active role at the district level, and this may be 
part of the reason for the slow credit approval procedures.  

 
 The 40 project covenants are shown as having all been complied with. However, covenant 24 describes 

the role and composition of the MSMTs, yet these were never formed and the covenant should 
therefore not be shown as having been complied with. It is clear that the role of the MSMTs was an 
important one, and the failure to comply with this covenant is significant. There is a further reference to 
this in covenant 30 in relation to the secondment of staff to the MSMTs, which again should not be 
shown as having been complied with. It may also be noted that covenants 26 and 27, covering 
command areas and the required number of applicants, were revised at the mid-term review and this 
should be noted in confirming compliance. 

 
The Canadian International Development Agency provided a grant initially of $2.8 million rising to 
$3.43 million for technical assistance. Although the increase in cost was only 22%, the input to social 
mobilization services increased from 1,500 person-months to 3,188 person-months, domestic 
consultancy increased from 280 person-months to 577 person-months, and international consultancy 
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increased from 56 person-months to 77 person-months. This would suggest some significant 
overestimation of costs during project design. 

  
 DOI was responsible for the procurement of local consultant firms, individual consultants, local 

contractors, equipment, and vehicles. The PCR reported that this was all done in accordance with 
agreed procedures and in a satisfactory manner. However, elsewhere in the PCR it was reported that 
there was a lack of competition amongst contractors through cartels and other malpractice, although 
this was largely resolved by the closer involvement of ADB. The performance of all the consultants is 
rated as satisfactory by PCR and validation concurs with this. . 

 
(v) Performance of the Borrower and Executing Agency. The PCR rated the performance of the 

borrower and the two EAs (DOI and NRB) as satisfactory. Criticisms of performance were: (a) slow 
implementation of the agreement to stop subsidies for STWs; (b) delays in approval and release of 
annual budgets; (c) inadequate involvement of users in implementation, and related issues of 
transparency (subsequently rectified); (d) substandard performance of DOA; and (e) failure of NRB to 
meet its targets. IED concurs that, since steps were taken to address most of these weaknesses, the 
performance of the borrower and EAs should still be rated as satisfactory. 

 
(vi) Performance of the Asian Development Bank. The PCR rated the performance of ADB as 

satisfactory. The Midterm Review Mission proposed important changes to the Project’s operating 
modalities that significantly enhanced implementation of the Project. It was only through the close 
dialogue between ADB and the Canadian International Development Agency, and the Government that 
the critical issue of subsidies was resolved. Following the delegation of the Project to the Nepal 
Resident Mission in 2002, ADB instituted monthly meetings with project officials. This facilitated 
monitoring of progress and resolution of issues, and generally improved the implementation process, 
leading to an overall improvement in project performance.  

 
 However, account should also be taken of the role of ADB in the design of the Project. As noted in 

Section C, the project design suffered from fundamental weaknesses. Although the performance of ADB 
in implementation was satisfactory, its role in project design was not. Overall, IED concurs with the 
PCR's rating of ADB’s performance as satisfactory.  

 
 D. Evaluation of Performance (PCR assessment and Validation) 
  

(i) Relevance. The PCR rated the Project as highly relevant to the Government’s and ADB’s development 
strategies. It regarded institutional and management arrangements to have been generally well-
designed at the EA and beneficiary levels. IED largely concurs with this assessment, but notes that 
there were problems relating to the procedures and commitment of NRB. The PCR also concluded that 
project outputs were generally relevant to achieving outcomes and impacts, both at the time of project 
appraisal and completion. However, as noted elsewhere, the outputs were in fact out of line with the 
achievement of outcomes and impact. IED rates the project as relevant.   

 
 (ii) Effectiveness in Achieving Outputs and Outcome. With the benefit of a 2-year extension, the Project 

largely exceeded its targeted outcomes, and the PCR rated the Project as effective. Although the 
irrigated area fell 7% below target, the targets for yield, cropping intensity, total annual production, and 
household incomes were all significantly exceeded. This was achieved with only 72% of the planned 
STWs, which was attributed to higher yielding wells and renting out STWs to both group members and 
non-member farmers to increase the irrigation time of the STW. IED concurs that in respect of the 
outcomes the Project has been effective.  

 
The Project has been effective in achieving its outcomes partly because the project design was based 
on some erroneous assumptions in terms of the yield from the tubewells, production potential, and the 
state of farm-to-market roads. The Project benefited from significant credit that did not come from the 
Project (non-project credit funded 3,850 STWs). However, in output terms, the Project fell substantially 
below target; only 10,870 wells were constructed (target of 15,000); loans amounted to $3.17 million 
(target of $13.6 million); and 300 km of farm to market roads were constructed (target of 840 km). 
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(iii)  Efficiency in Achieving Outputs and Outcome. With a financial internal rate of return of 26% and an 
overall EIRR of 51%, the PCR rated the Project as efficient. These returns are attributed to high 
cropping intensity and high yields, supported by sound operation of the STWs, leading to high 
incremental production. Had the Project reached its target for installation of STWs, returns could have 
been higher. The PCR also comments that the potential exists to increase the EIRR and household 
income if DOI were to provide water management skills training to the WUGs and irrigate more land by 
making optimum use of STWs. Efficiency is, therefore, less than might have been achieved, but taking 
into account also the significant institutional strengthening in the EAs and WUGs, IED concurs with the 
efficient rating. 
 

(iv) Preliminary Assessment of Sustainability. The PCR rated the Project as likely sustainable. It pointed 
to a number of factors in support of this conclusion including: (a) the strength of WUAs and WUGs; 
(b) raising revenue through charges for use of STWs, roads, and marketing centers; (c) near 100% loan 
repayments; (d) committed maintenance of STWs and roads; (e) commitment of staff and funding from 
central government; and (f) limited replication in new areas. Taken together with the high returns from 
the STWs, which clearly make the system very attractive, IED concurs with the view that the Project is 
likely sustainable. However, one cautionary note should be sounded. There appears to be little data on 
the water table and with the high rates of abstraction being achieved, there is the risk of lowering the 
water table or a deterioration of water quality. The only reference in the PCR was a statement that 
"there were no complaints from farmers regarding reduced downstream groundwater flow." Given the 
importance of this issue, it clearly merits more data than this. 

 
(v) Impact (both intended and unintended). Increased income was the immediate direct impact of the 

Project, particularly for marginal and small farmers. The PCR gave an average net income increase of 
$251 per hectare (ha), compared to the appraisal target of $90 per ha, with positive impacts on food 
security and healthcare. Alongside this was a positive social impact on women and disadvantaged 
groups. The PCR gave no formal rating of impact, but IED rates the impact as significant. 
 
There was, however, inadequate attention given to possible negative environmental impacts. The PCR 
stated that there were no adverse environmental impacts; 40% of the installed STWs were assessed 
and found to have arsenic content well below danger levels, fertilizer and pesticide use was lower than 
the recommended ceilings, and there were no complaints from downstream farmers. The RRP had 
required: (a) the establishment of an environmental unit, (b) training in IPM and the proper use of 
agricultural chemicals, and (c) monitoring of water quality and the groundwater table. There was no 
reporting of routine environmental impact monitoring.  
 

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

(i) Overall Assessment. The PCR rated the Project as successful, but noted that it could have achieved 
more if there had not been significant weaknesses in the design. IED concurs with this in terms of its 
outcomes, and using the project performance evaluation criteria,5 the overall assessment methodology 
accords a successful rating. However, the fact that it fell well below output targets cannot be ignored.  

 
(ii) Lessons. The PCR listed a number of lessons that essentially address two key areas. The first 

reiterates the importance of a proper understanding of the policy and institutional environment at the 
design stage. The second relates to the success that can be achieved by good social mobilization and 
proper guidance and training of beneficiaries. One further lesson from the Project could be drawn. 
While there were significant weaknesses in the design of the Project, it had the merit of basic simplicity. 
It drew on proven technologies with known approaches. 
 

 

                                                      
5  ADB. 2006. Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations. Manila.  
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(iii) Recommendations. The PCR listed six project-related and two general recommendations. Those that 

were project-related cover: (a) the role of DOA; (b) the need for consultation with the targeted 
beneficiaries and implementing agencies, (c) better credit delivery, (d) improvements on farm to market 
roads, (e) coordination and communication, and (f) suggested timing for performance evaluation. 
To these, this validation would add the need for environmental monitoring, particularly the levels and 
quality of groundwater. The two general recommendations cover: (a) the need for better management of 
policy reforms and coordination of any future installation of STWs with the electrification program, and 
(b) the value of replicating the approach used in the Project, now that the viability of such an approach 
has been established. 
 

 F. Monitoring and Evaluation Design, Implementation, and Utilization (PCR assessment and Validation) 
 

The RRP provided details of a project Management Information System and a Benefit Monitoring Evaluation 
System. Between them, these would cover virtually every facet of the project However, the PCR provided 
no information on what or how monitoring and evaluation (M&E) might have been conducted. While there 
were obviously data available on many aspects of project implementation, it would appear that either there 
has not been anything approaching the detailed monitoring of the Project that was envisaged in the RRP, or 
the PCR failed to report this. Even in the PCR economic analysis, it was stated that "Farm models of inputs 
and outputs were developed for major crops with and without the Project based on data collected from the 
field and secondary sources such as Government publications and status reports." Although not noted in the 
PCR, it had been stated in the project documents that there was a benefit monitoring evaluation report. 
Overall, however, the reported information does not seem to imply the availability of comprehensive project 
data. In the absence of structured data collection, there may be some question mark over the validity of 
production data. 

 
 G. Other (e.g., Safeguards, including governance and anticorruption; Fiduciary aspects; Government 
 assessment of the Project, as applicable) (PCR assessment and Validation) 

 
None. 

 

 H. Ratings 

Project 
Completion 

Report 

Independent 
Evaluation 
Department 

Review Reason for Disagreement/Comments 
Relevance: Highly Relevant Relevant While concurring that the Project was 

highly relevant to the Government’s and 
ADB’s strategies, significant 
misestimation in the project design 
(i.e., design weaknesses) meant that 
outputs were out of line with outcomes. 

Effectiveness in 
Achieving Outcome: 

Effective Effective  

Efficiency in Achieving 
Outcome and Outputs: 

Efficient Efficient  

Preliminary 
Assessment of 
Sustainability: 

Likely sustainable Likely 
sustainable 

 

Borrower and 
Executing Agency: 

Satisfactory Satisfactory  

Performance of Asian 
Development Bank: 

Satisfactory Satisfactory  

Impact: No formal rating Significant  There was, however, inadequate 
attention given to possible negative 
environmental impacts. 
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Overall Assessment: Successful Successful  
Quality of PCR:  Good  The PCR could have reported better on 

some of the issues mentioned below.  
    

 I. Comments on PCR Quality 
 

The PCR adequately addressed most aspects of the Project and provided good analysis of, and insight into, 
the issues involved. It provided adequate data in support of its analyses and a useful design and monitoring 
framework. In rating the various aspects of the Project, the PCR focused on the largely positive outcomes 
and, while acknowledging the significant shortfalls in outputs, did not consider that these justified a lower 
rating of the Project’s performance. Most of the text there seems to be a fairly positive view of the 
performance of the NGOs and PFIs. However, in the section on lessons it describes the NGOs and PFIs as 
"not well motivated," and local partner organizations as "weak." As late as June 2006, the two banks 
covering 75% of the project districts were being criticized for poor performance, and the PCR mission noted 
a preference amongst beneficiaries to seek non-project credit. Despite the various negatives—a number of 
them referred to directly in the PCR—all measures of performance are positive and the project overall is 
rated as successful.  
 
A deficiency in the PCR is the coverage given to M&E. The various aspects of M&E were covered in some 
detail in the RRP, but there is no description in the PCR of the organization, management, methodology or 
output from systems that were set up. Of course, it may be that the systems were never established, and 
comments above regarding the data used for economic analysis suggest that this could be the case. The 
PCR should have made this clear. The PCR would also have benefited from some discussion of what was 
intended in terms of credit for agricultural production, and why this was not taken up. 

 
 J. Recommendation for IED follow up 
 

No project performance evaluation report is recommended. 
 
 K. Data Sources for Validation  
 

The project documents were the main sources of data for the validation exercise. These documents 
included the RRP, all review and special loan administration mission back-to-office reports from inception to 
project completion, and the Midterm Review aide-mémoire. 



 

 
REGIONAL DEPARTMENT’S RESPONSE TO THE PROJECT COMPLETION REPORT 

VALIDATION REPORT 
 
 
 The Independent Evaluation Department (IED) 1  received a communication from the 
Nepal Resident Mission, South Asia Department, on 27 November, 2009 indicating that the 
comments sent by the Mission were adequately incorporated in the final report; and that the 
Mission was pleased with IED’s concurrence with the successful rating provided in the project 
completion report. The Mission also considered IED's suggestions as useful in preparations of 
future project completion reports. 
 
 
 

                                                      
1  The Independent Evaluation Department was named the Operations Evaluation Department (OED) until December 

2008. 
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