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I. PROJECT DESCRIPTION 

A. Rationale  

1. Nepal’s economy largely depends on its agriculture sector. On average, agriculture 
contributed to 38% of the gross domestic product (GDP), and directly employed 71% of the 
labor force in 2004. The sector registered a growth rate of 2.6% in 2002–2005 and 3.1% in 
2005—far below the 4.2% projected in the Tenth Five-Year Plan (2002–2007), which among 
other things, aimed to commercialize and diversify agriculture to reduce poverty. Approximately 
88% of the population remained dependent on the sector for sustenance, while 40% of farming 
households own less than 0.5 hectares (ha) each. Limited access to land was linked to the high 
incidence of rural poverty, which was 44% or almost twice the urban poverty rate of 23%, at 
appraisal. 
 
2. Nepal’s favorable climate and large variations in microclimates offer vast opportunities 
for its smallholder farmers to cultivate high-value crops (HVCs). With Nepal’s rapidly growing 
urban population, demand for fresh and convenient HVCs was likewise expected to grow 
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rapidly, not only for domestic consumption but also for export to neighboring countries like 
India. India offers Nepal huge market opportunities—about 100 million of India’s people cannot 
be supplied with off-season vegetables from the uphill areas in their own country. At appraisal, 
Nepal’s Department of Agriculture, for instance, projected that India’s import of HVCs from 
Nepal would grow, from a low of 12,700 tons in 2001, to 105% in 2010 and further by 188% in 
2020. Besides these demand scenarios and the HVCs’ proven higher returns per hectare and 
labor intensiveness, the production performance and acreage devoted to HVC cultivation 
outpaced that of cereals. Yet, sustaining these structural changes in the sector remained a 
challenge in the face of technology constraints, a dysfunctional marketing chain, lack of product 
standardization, and insufficient knowledge and rural infrastructure. These constraints persisted 
particularly in the Eastern Development Region (EDR) of Nepal, in which the comparative 
advantage in growing a wide range of agricultural commodities was negated by an 
underdeveloped marketing system.  
  
B. Expected Impact, Outcome and Outputs  

 
3. The expected impact1 of the Commercial Agriculture Development Project was to reduce 
rural poverty in 11 districts of the EDR from 44% to 40% by 2020 through the equitable and 
sustainable commercialization of agriculture.2 While no source was quoted for this poverty rate 
in the EDR, the Central Bureau of Statistics released a national poverty rate of 41.8% in 1996. 
The surveyed project areas also posted an average ex ante poverty rate of 40.6%.3 It would 
appear, therefore, that the expected impact of the project was not premised on a solid 
assessment of the poverty situation in the project areas. The expected outcome was improved 
efficiency in the marketing and processing of HVCs such as vegetables, fruits, tea, and spices in 
the EDR. 
 
4. The project had four outputs. The first output was increased public and private 
investment in commercial agriculture by establishing the Commercial Agricultural Alliance (CAA) 
and financing community-based market infrastructure investments. This output established the 
commercial agriculture fund (CAF) that was designed as a cost-sharing grant facility to be 
managed by the CAA.4 CAF was intended to finance community-based market infrastructure 
investments and value-adding non-infrastructure investments.5   
  
5. The second output was the inclusion of poor and semicommercial stakeholders in 
commercial agriculture by (i) developing subsistence stakeholders, (ii) enhancing 
semicommercial stakeholders, and (iii) promoting social inclusiveness among commercial 
stakeholders.6 This involved nongovernment organizations (NGOs) partnering with subsistence 
and semicommercial stakeholders; identifying HVC production and marketing areas; providing 

                                                
1  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant to the Kingdom of Nepal for the Commercial Agriculture Development Project. Manila. 
2  Project districts in the EDR include the hill districts of Dhankuta, Ilam, Panchtar, Terhathum, and Udayapur; the 

terai or lowland districts of Jhapa, Morang, Saptari, Siraha, and Sunsari; and the mountain district of Taplejung. 
3  NARMA Consultant. 2013. Result Indicators Survey of the Commercial Agriculture Development Project. 

Kathmandu. 
4  The CAA was established as a not-for-profit entity under the Companies Act of 2006. 
5  Market infrastructure subprojects comprised cold storage units, farm-to-market road improvements, small markets, 

suspension bridges, etc. while non-infrastructure subprojects included HVC promotion and representational 
activities, quality control, product-testing equipment, agro-processing technology, equipment, and machinery. 

6  The project’s target groups included subsistence stakeholders (landless, smallholder farmers, and small 
processors and traders); semicommercial stakeholders (farmers, traders, processors, retailers with marketable 
output varying from periodic to uncertain); and commercial stakeholders (groups, alliances, cooperatives, and 
companies regularly engaged in production, processing, and trading). 
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capacity development training to subsistence households, farmer groups, and/or landless 
persons; formal scaling up of farmers’ groups to marketing associations and cooperatives, and 
thereafter strengthening and assisting them to obtain CAA membership; semicommercial 
stakeholders adopting quality improvement methods; contracting training and logistics service 
providers for commercial stakeholders; giving orientation to commercial stakeholders on social, 
gender, and environmental issues; and reflecting social inclusiveness criteria in CAF 
investments. 

 
6. The third output was the timely provision of market information to farmers—such that  
(i) farmers’ groups and cooperative-based market information systems and networks would be 
established and made operational; (ii) farmers’ groups would be assisted in operating and 
maintaining market information systems; (iii) consolidated district data would be systematized, 
disseminated, and integrated with centralized systems; and (iv) mass media releases would be 
able to reach a wide audience of beneficiaries.  
 
7. Finally, the fourth output was the enhanced capacity of project partners in supporting 
farmers under the project-partners capacity-enhancement component. To meet these outputs, 
the project management unit (PMU)—with planning, procurement, accounting, and monitoring 
and evaluation (M&E) capacity—needed to be established.  
 
C. Provision of Inputs 

 
8. In November 2006, the Asian Development Bank (ADB) approved a grant of $18 million 
from its Special Funds resources out of the total estimated project appraisal cost of  
$24.1 million. 7 The actual total project cost of $21.9 million remained within budget. Grant 
disbursements reached $14.9 million or 17.2% lower than the approved grant amount. This 
accounted for 68% of the project cost compared with the 74.7% share originally projected as the 
remaining $3.24 million was canceled. This came about as CAF disbursements amounted to 
only $4.24 million against the $8 million allocated for its operations.8 The government’s actual 
contribution amounted to $2.42 million or $1.62 million higher than projected estimate  
on account of increased expenditures for the operations of district agriculture development 
offices (DADOs), which were not originally in the budget for project management expenses. The 
CAA members contributed $3.44 million, slightly lower than the planned commitment of  
$4.0 million, even though only a little more than half of the CAF was spent. The combined actual 
contributions of district development committees and farmers’ communities reached  
$1.15 million, or 11.5% lower than their aggregate budget, which came in the form of technical 
services, farm labor, and other in-kind contributions. 
 
9. The project underspent for consultancy services following a reduction of person-months 
used as a result of recruitment delays and the revision of consultants’ required inputs. A total of 
29.1 person-months for international consultants and 539.5 person-months for domestic 
consultants were thus deployed compared with the combined 607.5 person-months allocated. 
 
10. The project was classified as Category B under ADB’s environment assessment. An 
initial environmental examination was prepared with its attendant environmental assessment 
                                                
7  Inclusive of taxes and duties amounting to $0.3 million. 
8  The net savings of $3.24 million accrued from the higher shares of CAA members in the cost of subprojects, which 

averaged at 60% compared with the estimated shares of 25% and 50% for infrastructure and non-infrastructure 
subprojects, respectively. The devaluation of the Nepalese rupee against the United States dollar by nearly 20% 
between January 2012 and June 2013 and the approval of a large number of low-cost subprojects also contributed 
to savings.  
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and review procedure mainstreamed in the design and implementation of infrastructure 
subprojects. An environmental code of practice was also adopted to control potential hazards at 
all stages of the commodity value chain promoted by the project. Environmental monitoring was 
carried out by the PMU environmental consultant. No adverse effect on the environment was 
recorded at completion. The project completion report (PCR) did not indicate any issue relating 
to land acquisition and involuntary resettlement.  
 
D. Implementation Arrangements 

 
11. As the designated executing agency, the Ministry of Agriculture Development (MOAD) 
was tasked to execute and coordinate the overall project. The CAA was charged with 
implementing the first component through its satellite offices in 11 districts. The four remaining 
components were assigned to the Department of Agriculture through the PMU. Headed by a 
project manager, the PMU was responsible for preparing the annual work plan, recruiting 
consultants and NGOs, preparing progress reports, and exercising overall daily management 
and supervisory functions. To provide overall guidance, the project steering committee was 
formed, with the MOAD secretary as its chair, and representatives from six related ministries as 
members. The PCR noted that the implementation arrangements prescribed by the project 
preparatory technical assistance, including the deployment of consultants and NGOs, were 
largely followed.9 It further asserted that the participation during project implementation of the 
DADOs, which were not included at the design stage, enabled the project to deliver the 
expected outputs and outcome. 
  
12. The Japan Fund for Poverty Reduction funded a complementary poverty-reducing 
intervention from 2007 to 2010. Implemented by the project in the same four districts within its 
jurisdiction, it aimed to improve the livelihood of poor households, including indigenous peoples, 
and disadvantaged and landless persons.10 It partnered with 12 NGOs, which organized the 
target beneficiaries into self-help groups, developed their institutional capacities to ensure their 
registration with relevant DADOs, provided literacy training on various income-generating 
projects to obtain livelihood support from the CAF, and leased them land for vegetable 
production. This project was rated successful in achieving its intended outputs and outcome. 
Some 12,159 beneficiaries earned an average of NRs9,040 per year.11  
 
13. The recipient fully complied with all 54 grant covenants although the delayed formation 
of the CAA board slowed down the covenants relating to the approval of CAA standard 
operating procedures, the code of conduct in managing the CAA and CAF, the CAA’s business 
plan, the review panels for investment proposals, district review committees, and subproject 
selection criteria. The PCR, nonetheless, concluded that this deficiency had eventually no 
material negative impact on the project. The participation of DADOs in district activities and 
quicker decision-making processes put project implementation back on track. Consultancy 
services were procured following ADB guidelines. The consultants proved competent and 
delivered their outputs within budget and according to their terms of references. The contracted 
NGOs likewise worked with the PMU, the CAA, and the private sector as planned. Suppliers 
delivered the specified quantity of vehicles, equipment, and construction materials at the 

                                                
9  ADB. 2015. Completion Report: Commercial Agriculture Development Project in Nepal. Manila. 
10  ADB. 2006. Improving the Livelihoods of Poor Farmers and Disadvantaged Groups in the Eastern Development 

Region (Financed by the Japan Fund for Poverty Reduction Grant 9101-NEP). Manila.   
11  ADB. 2013. Implementation Completion Memorandum of Nepal: Improving the Livelihoods of Poor Farmers and 

Disadvantaged Groups in the Eastern Development Region (Financed by the Japan Fund for Poverty Reduction 
Grant 9101-NEP). Manila.   
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stipulated time. The PCR further reported that the overall performance of the consultants, 
NGOs, and suppliers was generally satisfactory.  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

14. The PCR rated the project relevant. The project’s relevance at appraisal as well as at 
completion stemmed from its having been designed as a market-oriented and demand-driven 
intervention during the ongoing internal conflict, basically to address poverty and to promote 
social and economic inclusiveness. The project was aligned with the government’s welfare-
improving policies espoused in the Tenth Five-Year Plan (2002–2007) 12  and agriculture 
diversification and commercialization strategies of the Agriculture Perspective Plan  
(1995–2015).13 The key result areas envisioned were increased farm production and growth 
anticipated in employment opportunities in agriculture and related sectors such as agro-based 
industries from better crop diversification practices aided by the effective use of farmers’ groups 
and improved access to technology, markets, credit, and information. The project continued to 
be in step with ADB’s country strategy and program, 2005–2009 for Nepal,14 which emphasized 
the commercialization of agriculture as a means of eliminating social and economic exclusions, 
thus, addressing the causes of the conflict. The project remained relevant to the inclusive 
growth pillar of ADB’s country partnership strategy, 2013–2017, 15 the country’s Agriculture 
Development Strategy (2014–2034),16 and the Thirteenth Plan (2014–2016)17 when it invested 
heavily in community-based rural infrastructure, institutional strengthening, beneficiaries’ social 
preparation for mobilization and participation in critical interventions required by the project, and 
empowering women. In an area where 55% of households were mired in poverty with food 
unsecured and only 15% of households considered themselves well-off, the project’s relevance 
to the poverty reduction and agricultural development strategies at the onset and closing stages 
of the grant from the perspectives of both the country and ADB need not be emphasized. 
 
15. The noninclusion of the DADOs during the project preparatory technical assistance 
eventually surfaced as a basic deficiency that became evident during the planning, 
implementation, and monitoring of project activities. The project caught up with the initial delays 
as management decided to formally involve the DADOs for better coordination among the 
institutions involved. The project caught up with the 12-month start-up delays attributed to the 
delayed formation of the CCA board when structural modifications were instituted. Despite being 
nonvoting members, DADOs greatly facilitated decision-making processes within the board. The 
integration of the DADOs in all districts likewise ensured better coordination, thus, allowing the 
project to secure their ownership. Capacity development activities for the CAA were undertaken 
on demand in lieu of a carefully thought-out needs-based training program. The PCR also 
explicitly cited the failure of the project design to ensure that resources were available to the 
CAA so that it could perform the required investment management functions. This slack was 
somehow aptly taken up by the DADOs. In addition, approval of a large number of demand-
driven but low-cost subprojects constrained the capability of the CAA to periodically review and 
adjust the subproject investment ceilings. The design and supervision of all infrastructure 
subprojects were not outsourced to a third-party contractor. With the district technical officer of 

                                                
12  Government of Nepal. 2001. Tenth Five-Year Plan, 2002–2007. Kathmandu. 
13  Government of Nepal. 1996. Agriculture Perspective Plan (1996–2015). Kathmandu. 
14  ADB. 2004. Country Strategy and Program: Nepal, 2005–2009. Manila. 
15  ADB. 2013. Country Partnership Strategy: Uzbekistan, 2012–2016. Manila. 
16  Government of Nepal. 2015. Agriculture Development Strategy: 2015–2034. Kathmandu. 
17  Government of Nepal. 2013. Thirteenth Plan: Nepal, 2014–2016. Kathmandu. 
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the relevant district development committee unnecessarily absorbing this task, the subprojects 
encountered delays in design, supervision, work measurements, and payments. Breaches in 
supply and buying contracts were also observed, which the PCR attributed to the absence of 
binding legal provisions. However, these limitations and the ensuing changes in design and 
scope did not diminish the project’s relevance.18 This validation rates the project relevant. 
 
B. Effectiveness in Achieving Project Outcome and Outputs 

 
16. The PCR rated the project effective. Overall, output targets were substantially achieved. 
The project, as stated in paragraph 4, had four outputs with the first being increased public and 
private investment in commercial agriculture. The key activity for this output was the CAF, which 
was anticipated to be about a third of the total appraisal estimated costs.  Although the CAF 
funded subprojects exceeded their numeric targets, 19  the subprojects were smaller than 
anticipated largely supporting farmer groups and cooperatives. The CAF dispersed about half of 
its $8 million allocation. Financing for larger processors and traders was limited by the CAF’s 
low investment ceilings, the bases of which were not explained.20 Utilization of CAF, therefore, 
was limited as most of the activities were small and more oriented towards farmer groups than 
higher level value chain activities, which would have leveraged more benefits. Spread all over 
the project districts, with the small subprojects outnumbering the bigger ones, monitoring and 
linking them proved to be a challenge. Poor location planning adversely affected the business 
viability of 9 of the 23 market centers supported. Thus, while useful for farmers, the CAF did not 
produce the synergies envisioned at design. 
 
17. Still under this output, despite delays and the limitations of the CAF, public and private 
investment in commercial agriculture increased through the CAA. As orientation activities 
stepped up, benefiting from the inclusion of the DADOs, 502 members involved from production 
to trading of HVCs and non-timber products were recruited compared with the targeted  
160 members. The farmers’ groups accounted for 55% of the total members, while processors 
were the smallest group at 7%. Annual CAA meetings at both the central and district office 
levels were held as planned. Members participated in 23 different promotional and 
representational activities for commercial agriculture, surpassing the target of 10%.  
 
18. With output 2, the project contributed to the inclusion of poor and semicommercial 
stakeholders in commercial agriculture. While only 11 NGOs—3 less than the target—partnered 
with the project to implement inclusive development activities for subsistence stakeholders in  
11 districts, they were found to be sufficient to negate the need for 3 more NGOs. The number 
of HVC production and marketing points identified exceeded the targets. From these areas, 
some 23,379 poor and landless farming households at completion benefited from  
project-initiated HVC income-generating projects. Women comprised 68%, while the 
caste/ethnic groups of dalits and janajatis combined made up 64% of the total members served. 
With both surpassing the targets, basic marketing and agro-processing skills-based training 
courses were provided to 902 farmer’s groups versus the targeted 800, and 5,684 landless 
individuals versus the targeted 5,000. Instead of 7 NGOs, 11 were contracted to work with the 
semicommercial stakeholders in each district. These NGOs enabled 255 groups to acquire 

                                                
18 The original project design was not significantly changed, other than incorporating DADOs in annual program 

planning and monitoring during implementation (PCR, para 6.) 
19  76 community-based market infrastructure subprojects (or 26 more than targeted) were financed, with local   

communities. The number of financed non-infrastructure subprojects relating to HVC production and other  
value-adding activities reached 322—61% more than the projected number.  

20 Approved investment ceilings amounted to $80,000 for infrastructure and $20,000 for non-infrastructure 
subprojects. 



7 
 

marketing entity status while another 138 marketing groups (versus 120 targeted) got their 
immersion in marketing and agri-business concepts. A slightly lower number of members, at 
1,704, compared with 1,800, had adopted quality improvement methods. Of the farmers’ and 
marketing groups that had undergone training, 31 farmers’ groups and cooperatives gained 
entry into the CAA. Promoting social inclusiveness among commercial stakeholders ensued 
with the successful contracting of 17 training and logistics providers and the training of  
749 commercial stakeholders (or one short of the target on social, gender, and environmental 
issues). Also, all subprojects were screened and implemented following the prescribed inclusive 
criteria and methods.  

 
19. The project, through output 3, provided timely market information to farmers following 
the establishment of 21 groups and the installation of a cooperatives-based market information 
system (MIS), which the same groups later operated and maintained. Market data from districts 
were systematized, integrated, and later disseminated to a wide audience of beneficiaries online 
and through a number of other mediums. 21  The system was said to have effectively 
disseminated market information, allowing stakeholders to haggle for better prices and raise 
their incomes. This validation believes that a better gauge of the immediate effectiveness of the 
MIS would have been the prices received by the farmers at the farm gate. Enhanced capacity of 
project partners to support farmers likewise manifested. Instead of 25 project standardization 
training courses, 43 courses were conducted, in which partner NGOs, staff of DADOs, and CAA 
members participated. For these same institutions, 143 training courses on basic marketing 
development were provided compared with the target of 42. The partner NGOs participated in 
39 training events versus the targeted 24. The project, however, provided only 52 advanced 
market-development training courses to DADO staff and 24 of these courses to CAA staff, thus 
underachieving in strengthening the capacity of DADOs and the CAA staff. 

 
20. In output 4, the project steering committee, the CAA board, and the PMU were 
established, and NGOs were contracted albeit with some start-up delays. International and 
domestic consultants were recruited past the prescribed period, and at levels lower than the 
appraisal estimates. Nonetheless, capacity building was pursued for all staff of project partners to 
develop project management competence; enhance the understanding and appreciation of CAA 
membership and the CAF financing; heighten awareness of social, gender, and environmental 
issues; and build up knowledge on HVC products and market developments.  

 
21. Despite the limitations in the CAF in support of larger actors in the value chains, notable 
achievements were in both CAF-financed infrastructure and non-infrastructure subprojects 
providing benefits to farmer groups. Other outputs include institutionalizing partnership with the 
CAA and the NGOs, enhancing the capacity of project partners and disseminating market 
information. Given the achievement of the output targets, which were substantively realized, the 
expected outcome targets to improve efficiency in the marketing and processing of HVCs were 
largely achieved. The land area planted with HVCs expanded by 16% from 154,740 ha in 2006 
to 179,498 ha in 2013. HVC production was correspondingly valued at NRs15,460 million in real 
terms or a growth rate of 58%. Public and private investments in HVC marketing and processing 
increased by 41%, equivalent to NRs725.8 million. In response to market demand, annual HVC 
production (consisting of tea, vegetables, and potatoes) grew by 6.6% from 5.6% compared with 
the targeted 6.5% by project completion, while exports to India in 2012 also rose by 26% as 

                                                
21 These included monthly and daily price bulletins, radio, mobile phone services, websites, TV programs, market 

information desks, and notice boards. After project completion, only wholesale prices were circulated by four 
district chambers of commerce and industry. The other components of the market information system could not be 
operated sustainably as a regular program of the government due to lack of funds. 
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against the forecast of 16%. While the progress is commendable, it should be placed in 
perspective as it is in line with the broader growth in HVCs in the country, which is strongly 
supported by the government and other donors. Based on the achievement of outcome and 
outputs, this validation assesses the project effective. 

C. Efficiency of Resource Use in Achieving Outcome and Outputs 

22. The PCR rated the project efficient in achieving project outcome and outputs. The  
ex-ante and ex-post efficiency tests focused on the quantified benefits derived from model or 
representative infrastructure and non-infrastructure subprojects in the form of increased HVC 
production and higher returns from value-adding activities 22 and reckoned against their 
respective investment and O&M costs. Each subproject’s net incremental benefits were 
computed based on “with” and “without” project scenarios. The PCR yielded economic internal 
rates of return (EIRRs) of 16.0% for the farm-to-market road subproject, 19% for storage, 19.2% 
for irrigation maintenance, 21.8% for HVC production, 22.4% for processing and trading, and 
24.0% for the small collection center. While comfortably higher than the opportunity cost of 
capital of 12% and indicative of the economic soundness of the investments, these rates are 
lower than the estimates in the report and recommendation of the President (RRP) with the 
differences being attributed to the underestimation of community contributions and indirect costs 
of supporting project activities at appraisal. An aggregate run that combined the subprojects’ 
incremental benefits and then compared with CAA management expenditures yielded an EIRR 
of 23.5%. This approach departed from the RRP analysis. This validation deems that the 
information obtained added substantive value to the PCR’s analysis.  
 
23. The project, in the absence of a dedicated M&E unit, benefited from the participation of 
DADOs in the project districts where start-up delays were offset by more decisive planning, 
implementing, and monitoring activities based on clear terms of references, and complemented 
with regular budgetary support. It delivered all the required outputs and accordingly met the 
expected outcome within the time frame stipulated, at a cost of $21.9 million or 91% of the 
appraisal estimate. Delays also characterized the completion of infrastructure subprojects, as an 
independent design and supervision contractor was not hired, unnecessarily overloading the 
district engineers with work. These drawbacks notwithstanding, the project resources were used 
fairly efficiently. In conclusion, given the high EIRRs and the efficient use of project resources, 
the project is assessed highly efficient.  

D. Preliminary Assessment of Sustainability 

24. The PCR rated the project likely sustainable. The establishment of the CAA and CAF, 
both necessary precursors for unlocking private funds, were undertaken successfully, 
particularly at the subsistence and semicommercial stakeholders’ levels thereby ensuring a 
workable cost-sharing scheme between public and private entities. With increased orientation 
activities, the membership of small farmers’ groups and semicommercial stakeholders in the 
CAA and implementation of both infrastructure and non-infrastructure subprojects grew at 
encouraging levels even as the project leveraged for higher cost sharing by the private sector. 
Some 80% of subprojects remained operational while 75% of small farmers groups and 
semicommercial stakeholders recorded increased acreage for HVC cultivation, higher HVC 
production as well as improved quality of HVCs, even enabling some of them to scale up their 
operations. Volume and value of HVC exports also swelled substantially. These could have not 
                                                
22 Model subprojects subjected to economic analysis were the small collection center, farm-to-market road 

maintenance, small irrigation schemes, HVC production, and post-harvest processing and packaging. Crops 
considered in the analysis included cardamom, tea, fruits, spices, vegetables, and cereals. 
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taken place without the social mobilization and training services provided by partner NGOs, 
capacity building for all partners, and support activities carried out by MOAD. While no financial 
viability analyses were undertaken, field survey data showed per capita income  
doubling—production and processing technology improved and market access increased at 
rates exceeding the targets. The rate of increase for semicommercial stakeholders was 
estimated at 149% and for landless farmers at 137%. The social inclusiveness agenda of the 
project also manifested in the diverse composition of CAA beneficiaries—51% were women, 
4.5% were landless, and 57% were from socially marginalized communities. As a result, the 
government allocated NRs10 million per year from 2014 to augment its income from 
membership fees and to enable the CAA to continue supporting the subprojects and the 
beneficiaries as well. To strengthen this assessment, a list of CAA activities that need to be 
undertaken and the corresponding annual disbursement plan need to be drawn up to ensure 
that funds infused by the government go to their intended purposes. 
 
25. The CAA needs institutional capacity building to be able to deliver business development 
advisory services, facilitate access of stakeholders to formal sources of credit as well as to 
relevant ministries for technical services support. Technical capacity—to periodically review the 
investment ceilings of subprojects and to monitor their implementation—needs also to be 
installed within the company. With an annual budgetary allocation for the CAA in place and its 
partner institutions well positioned and capacitated, further strengthening the CAA and 
reinforcing its relevance as a platform where all value-chain actors could interact, share 
information, and confront challenges and opportunities along common interests, appear highly 
achievable. Providing a regular budget for the CAAs signified a move to wean it away from 
foreign-grant dependency. The project is assessed likely sustainable.   

E. Impact 

26. The PCR rated the project’s impact significant. It had several impacts on the 
socioeconomic conditions of some 1.6 million individuals in the 11 districts of the EDR. The 
PCR reported that land area planted with HVCs expanded by 16% from 154,740 ha to  
179,498 ha. Annual HVC production then grew by 6.6% from 5.6% compared with the forecast 
of 6.5%. Accordingly, the annual per capita income of project beneficiaries—from improved 
production, processing technology, increased market access, and increased opportunities from 
on-farm and off-farm employment in HVC production, processing, and marketing activities— 
doubled to NRs38,995 in 2013 from NRs18,618 in 2006. Employment generated by project 
infrastructure and non-infrastructure subprojects amounted to 483,970 person-days. Additional 
employment of 7,180 person-years went into HVC production, processing, and marketing 
activities. By type of stakeholder, the rates of increases in per capita income were estimated at 
149% for semicommercial farmers and 137% for landless farmers. The expected favorable 
impact on poverty also surfaced. From field surveys, incidence of poverty declined from 40.6% 
before the project to 30.9% at completion with the biggest increments posted by 
semicommercial farmers at 13.5% and subsistence farmers at 11.1%. Capacity-building 
activities and project management support to CAA members provided opportunities for 
members to upgrade their technical and organizational skills, exposed them to agriculture 
commercialization by directly linking them with the rest of the value-chain players, and helped 
them participate in income-generating projects.  
 
27. The project’s focus on inclusive development was further tested when 185 women’s 
groups and 182 landless persons’ groups became beneficiaries of the project. Empowerment of 
women and the poor farming households came about through the project’s gender equality and 
social inclusion action plan. As mentioned, of the 1.6 million CAA beneficiaries, 51% were 
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women, 4.5% were landless, and 57% belonged to socially marginalized communities. 
Implementation of the action plan was deemed successful, achieving the project’s gender 
objectives in women’s participation and access to project resources. In particular, women’s 
membership in the CAA reached 48%, compared with the planned 30%; and 18% of CAA board 
members were women. Women holding key decision-making positions in various committees of 
the CAF-funded subprojects accounted for 59%. About 50% of beneficiaries of its project 
awareness and social mobilization work were women. Women also accounted for 100% of the 
entrepreneur development trainees. Women comprised 32% of the PMU staff. Environmental 
monitoring by the PMU proved adequate and related technical and institutional requirements of 
the grant agreement were met. No adverse effect on the environment was recorded at 
completion. Based on the above points, this validation assesses the project’s impact significant. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

28. The PCR rated the performance of the recipient and MOAD satisfactory. It noted 
MOAD’s commitment to complete the project primarily through the provision of counterpart 
funds and deployment of staff, compliance with procurement procedures, management of 
consultants, and appropriate financial management through the imprest fund and timely 
submission of progress and financial reports. MOAD closely monitored and guided the project 
through a high-level interministerial committee. It coordinated with ADB promptly to resolve 
crucial implementation issues, particularly those relating to procurement of consultants and 
required variation of consultants’ contracts that needed renegotiating and changing in scope. 
This validation likewise views the performance of the recipient and MOAD satisfactory.  

B. Performance of the Asian Development Bank 

29. ADB carried out one inception mission, one midterm review mission, eight loan review 
missions, one special review mission, and one PCR review mission with a level of effort 
equivalent to 499 person-days. Preceded by one fact-finding mission, two consultation missions, 
and a follow-up fact-finding mission, these were undertaken at regular intervals to track and 
review project progress closely. ADB, through its Nepal Resident Mission, assisted the PMU in 
procuring project consultants and closely engaged with MOAD for the timely launching of 
biannual review missions, and meeting government, NGO, private sector partners, and 
beneficiary groups. ADB, through the imprest fund, promptly implemented time-bound 
procedures through which small expenditures and reimbursements of claims by ADB could be 
fast-tracked. This validation likewise assesses ADB’s performance satisfactory.    

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

30. The PCR rated the project successful. This validation also assesses the project successful 
based on the ratings on the four core criteria (relevance, effectiveness, efficiency, and 
sustainability). The project remained relevant despite design changes at execution. The project 
invested heavily in community-based infrastructure and non-infrastructure subprojects, social 
mobilization, organization and capacity building, and project management support to build strong 
partnerships among and between the concerned stakeholders and implementing agencies. 
These, in turn, helped catalyze subsistence and semicommercial stakeholders, women, and 
marginalized community members to participate in capacity-building activities and promote the 
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organization of farmers’ groups and cooperatives to effectively manage and sustain the operations 
of the CAF-funded subprojects transferred to them by the project.  

Overall Ratings 

Criteria PCR IED Review 
Reason for Disagreement and/or 

Comments 
Relevance Relevant Relevant  
Effectiveness in 
achieving outcome 

Effective Effective  

Efficiency in achieving 
outcome and outputs 

Efficient Highly efficient The aggregate EIRR was 23.5%, 
higher than the 18% cut-off for highly 
efficient projects. Project resources 
were also used fairly efficiently (see 
paras. 22–23). 

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Likely  
sustainable 

 

Overall assessment Successful Successful  
Impact Significant Significant  
Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Refer to para. 34 

ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation 
Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 

B. Lessons 

31. The PCR drew out eight key lessons valuable to both the recipient and ADB. Clarity of 
purpose, objectives, and enhanced processes and procedures helped ensure the government’s 
commitment and focus to implement the project, and fostered effective coordination among the 
various public agencies, NGOs, and target beneficiaries involved. The willingness to deviate from 
the prescribed design and institute changes in implementation arrangements was necessary to 
put the project back on track. This validation suggests adding another lesson pertaining to the 
need for periodic review of investment ceilings, supply and buying contracts as well as the 
required membership fees. This would ascertain the risks and sustainability of the members’ 
commitment to the CAA. When funding permits, outsourcing of engineering services for 
infrastructure subprojects should also be considered. 

C. Recommendations for Follow-Up 

32. This validation subscribes to the project-related recommendations of the PCR.  
Post-project M&E must be institutionalized within the CAA to monitor the operations of  
CAF-funded subprojects. For subprojects transferred to the farmers’ groups, binding the latter to 
a covenant that requires them to allocate funds for the subprojects’ O&M should be explored. 
The investment ceilings for subprojects and the CAA membership fee should also be reviewed 
periodically. The general recommendations offered in the PCR were well thought out and were 
grounded on events during implementation. 
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V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

33. Baseline and product-chain studies were carried out to provide a clear understanding of 
the socioeconomic characteristics of beneficiaries, including ethnicity, gender, and economic 
status, and an assessment of the value chain that was to serve as a benchmark against which 
project progress was to be measured. The recipient did not establish a dedicated M&E unit but 
instead made full use of the DADOs and local consultants who managed to assist the PMU in 
regularly reporting the physical and financial progress of the project by soliciting M&E feedback 
on project activities from the various cooperating stakeholders. A results-based monitoring 
framework also became functional through project-initiated websites. The PCR’s analysis of the 
project based on a “with” and “without” project scenarios across a wide range of economic and 
technical monitoring variables was substantially facilitated by baseline studies completed in 
2008 and field data gathered during implementation. The PCR did not discuss the capability of 
the DADOs to conduct a comprehensive project performance management system as an ad 
hoc unit. 

B. Comments on Project Completion Report Quality 

34. Overall, this validation finds the quality of the PCR satisfactory. It is comprehensive, 
logical, and consistent with the PCR guidelines. Its assessments on the evaluation criteria were 
guided by evidence gathered from the field and online M&E. The lessons and recommendation 
are explicitly sound and, in moving forward, would be beneficial for similar projects in the sector. 
The design and monitoring framework is clear in presenting the ex-ante targets and actual 
performance although it failed to provide updates on poverty figures, increased employment, 
and rural incomes, which could have given a more realistic picture of impact and outcome 
results. The quantitative efficiency analysis in Appendix 9 was very detailed and informative. 
This validation agrees that an aggregate efficiency test adds practical value to the analysis 
where the entire investment and O&M costs are reckoned against all quantifiable benefits but 
valued at their economic prices. Overall, the assumptions and methodology (i.e., the use of 
national and project-specific shadow pricing parameters, and constant prices) are in line with 
standards used for economic analysis of projects.  

C.  Data Sources for Validation 

35. The RRP, PCR, loan review mission reports, and project processing documents were 
used as data sources for this validation. 

D. Recommendation for Independent Evaluation Department Follow-Up 

36. Depending on ADB’s pipeline for the agriculture sector, a project performance evaluation 
report (PPER) could be considered for 2018 by which time in-depth field data and M&E 
feedback from a wider spectrum of beneficiary groups would be available. Although the project 
is assessed successful, a PPER would give more information on longer-term sustainability of 
such investments given the semicommercial stakeholders and subsistence stakeholders who 
failed to scale up in terms of fully integrating themselves in the value chain and adopting 
recommended grading and packaging standards. The PPER could also explore funding 
modalities for the CAA in light of its ability to network with the various stakeholders and mobilize 
private resources for agri-business development. Also, an important topic for the PPER could be 
policies or strategies aimed at strengthening the integrity of marketing and/or production 
contracts between HVC-producer groups and buyers.  
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