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PROGRAM COMPLETION REPORT VALIDATION FORM 
 

A. Basic Program Data PCR Validation Date April 2010 
Program and Loan 
Number 

32238 and 1861 Approved 
($ million) 

Actual 
($ million) 

Program Name Governance Reform 
Program 

Total Program Costs 31.8a,b 24.3a,b 

Country Nepal Loan and Grants 31.8a 24.3a 
Sector Public Sector Management Total Cofinancing  0.0 0.0 

ADF: $30.0 million Borrower … … ADB Financing 
OCR:    0.0 Beneficiaries 0.0 0.0 

Cofinanciers  none Others 0.0 0.0 
Approval Date 27 Nov 2001 Effectiveness Date 27 Dec 2001 27 Dec 2001
Signing Date 13 Dec 2001 Closing Date 31 Dec 2005 18 Jul 2007
Program Officers  

B. Fawcett 
S. Shrestha 

Location 
 Headquarters 
 Resident Mission 

From  
2001 
2002 

To  
2003 
2008 

Validator B. Prakash, Consultant 
 

Quality Control 
Reviewer/ 
Peer Reviewer 

R. Vasudevan, Evaluation 
Specialist, IED1 

Director R. B. Adhikari, IED1 

… = data not available from PCR, ADB = Asian Development Bank, ADF = Asian Development Fund, IED1 = 
Independent Evaluation Division 1, OCR = ordinary capital resources, PCR = program completion report. 
a Includes technical assistance grants attached to the loan. 
b Excludes government counterpart funds, data for which was not available. 

 

B. Program Description (summarized from the report and recommendation of the President [RRP])  
  

(i) Rationale. Poor governance in Nepal has contributed to weak bureaucracy, ineffective 
implementation of development programs, and misallocation of budgetary resources. Basic 
institutions essential to a market economy function ineffectively or simply do not exist. Thus, 
capacity building for improved governance is critical to achieving the development objective 
of poverty reduction.  

 
Governance reforms were a key element of the Government of Nepal’s broader economic 
and structural reform program that sought to sustain accelerated growth and economic 
stability. The government’s Ninth Five-Year Plan (1997–2002) and the Priority Reform 
Program presented at the 2000 Nepal Development Forum identified civil service reforms and 
anticorruption measures as key priorities for public administration institution building. 
Accordingly, the Asian Development Bank (ADB)-supported Governance Reform Program 
aimed to remove administrative, financial, and gender weaknesses in the civil service by 
introducing institutional reforms that would improve the efficiency, transparency, 
accountability, predictability, and processes attendant to redressing gender imbalances in 
civil service.   
 

(ii) Impact. The program was designed to impact poverty and gender. Poverty issues were 
directly addressed through the positive impact that it was to have on service delivery to the 
poor and socially excluded groups, as well as their increased participation and 
empowerment. While some unemployment was anticipated due to retrenchment of 
employees, careful management of rightsizing identified ministries and the use of a voluntary 
early retirement scheme were to benefit both the government and affected employees. 
By mainstreaming gender issues as a key part of the overall goal, the program was to 
contribute to redistributing resources and equitable access to economic and social 
opportunities through increased gender representation. This was to have favorable outcomes 
to reform the bureaucracy, improve service delivery, and reduce poverty. 
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(iii) Objectives or expected outcomes. The program was designed to establish a civil service 
that was more results- and people-oriented and gender-responsive. It endeavored to contribute 
toward higher economic growth and poverty reduction. Its specific objectives were to 
(a) develop internal capacity within the government so it could lead the governance reform 
agenda, (b) improve the efficiency of the civil service, (c) improve governance and reduce 
corruption in the government, (d) enhance the competence and motivation of civil servants, 
and (e) establish processes for improving performance in key ministries. 

 
(iv) Components and/or outputs. The program envisaged 32 policy reforms spread across the 

five objectives described in (iii). First, to develop the internal capacity for leading governance 
reform, the program set up key management structures across different ministries to improve 
governance. These structures included (a) a high-level committee—the Administrative Reform 
Coordination and Monitoring Committee, (b) an executive committee—the Administrative 
Reform Committee under the direction of the Ministry of General Administration, 
(c) a governance reform coordination unit (GRCU) in the Ministry of General Administration, 
(d) an efficiency unit in the Ministry of Finance, and (e) change management units in three pilot 
ministries: the Ministry of Agriculture and Cooperatives, Ministry of Education and Sports, and 
Ministry of Health and Population. Second, to improve the efficiency of the civil service, the 
program sought to rightsize the civil service by improving personnel management (including 
computer-based personnel information systems) and setting up systems to enhance 
performance and outcomes. The program also envisaged reviewing and refining the voluntary 
early retirement scheme, promoting a gender-sensitive personnel policy, and devolving 
noncore functions to local authorities. Third, to improve governance and reduce corruption, the 
program initiated several measures, such as (a) strengthening the legal framework for 
combating corruption, (b) involving civil society in the government’s anticorruption efforts, 
(c) protecting whistle-blowers, and (d) promulgating anti-money-laundering measures and 
setting up procedures for the Constitutional Council. Fourth, to enhance the civil service’s 
competence and motivation, the program sought to establish merit-based recruitment, 
a training system, and salary structures. Finally, to establish processes for improving 
performance in key ministries, the program aimed to support performance-based management 
in the three pilot ministries, so they could deliver better services to citizens. The program would 
also improve the performance of the GRCU and the efficiency unit in the Ministry of Finance.  

 
Under the program, technical assistance (TA) was also to be provided to facilitate the transfer 
of skills and knowledge to five units, i.e., GRCU, the efficiency unit in the Ministry of Finance, 
and the three pilot ministries. The TA was packaged into three separate contracts: (a) a core 
program reform, including team leadership and change management, efficiency improvements, 
improving governance and reducing corruption, human resources management, and 
performance management, which would also address issues of gender; (b) civil society support 
for the reform measures; and (c) independent program monitoring. At the time of Board 
consideration of the program, the TA was still being negotiated with development partners.  

 
 

 
C. Evaluation of Design and Implementation (program completion report [PCR] assessment and 

validation) 
 
(i) Relevance of design and formulation. Good governance relates to strengthening Nepal’s 

development capability for poverty reduction. Thus, the program, as designed, was relevant at 
appraisal and continues to remain so today. Linking civil service performance with merit-based 
selection at entry, training, and the incentive system was ideal, as was the decision to improve 
the gender balance in civil service. The program also aimed to establish anticorruption 
measures and to devolve noncore services to the local authorities, thus, enabling more active 
participation on the part of the stakeholders.  

 
 

 
 

 
 



 3

 

PCR noted that the preparation of the program took substantially longer than envisaged (PCR, 
footnote 22) and also referred to the country’s ongoing, decade-long armed insurgency. As 
many as seven governments changed in Nepal between the program’s approval in 2001 and 
the release of the second tranche in 2006. In hindsight—and although the governments 
seemed committed to improving the country’s governance—the program’s timing was not right. 
Despite claims of flexibility in RRP, the program design displayed no innovative features during 
implementation. 

 
(ii) Program outputs (or conditions in the case of program loans). The program succeeded in 

implementing many policy and institutional reforms that were listed in the policy matrix, 
particularly relating to the first and second tranche conditions. Legislation and policies on 
rightsizing the civil service were approved, and computer-based personnel information systems 
on civil servants and public teachers were established. The amended Civil Service Act of 2007 
supported the establishment of a more socially inclusive and gender-balanced civil service. 
The program also introduced important provisions on incentives, staff motivation, and salary 
structures. Under the performance-based management system, the government piloted service 
delivery improvements in the agriculture, health, and education sectors. Further, planning, 
performance management, and baseline surveys for service delivery were undertaken, and 
stakeholder participation was promoted. However, as noted in PCR, pilot activities were 
insufficient to establish performance systems in the three ministries.  

 
A high point of the program was that it was implemented as designed, with no changes during 
implementation although several governments were replaced during its implementation and 
on-the-ground conditions were rapidly changing. In the end, however, the slow pace of 
implementation brought a premature end to the program, without the third tranche reforms. 
Thus, the incomplete program only partially succeeded in achieving its objectives. 

 
(iii) Program cost, disbursements, borrower contribution, and conformance to schedule. 

The gross adjustment cost of the reform package was $104.1 million, and the program was 
geared to finance $30.0 million of the foreign currency component of the adjustment cost. 
Counterpart funds generated from the loan proceeds were to be spent on program 
implementation, training programs for female officials, and general development purposes. 
Following loan effectiveness, the first tranche under the program was released on 
27 December 2001. The slow progress in implementation, however, delayed the release of the 
second tranche to December 2006, which was originally scheduled to be released in July 
2003. The third tranche was canceled, and the loan was closed in July 2007. Many third 
tranche policy conditions remained outstanding, despite the extension of the program beyond 
the originally scheduled closing date of December 2005. 

 
(iv) Implementation arrangements, conditions and covenants, related technical assistance, 

and procurement and consultant performance. Several implementation arrangements, such 
as the Administrative Reform Coordination and Monitoring Committee, the Administrative 
Reform Committee, GRCU, the efficiency unit, and change management units, were 
established in the concerned ministries. However, their effectiveness seemed to have been 
compromised by rapid changes in personnel and by the volatile political situation in the 
country. 

 
Conditions and covenants. Of the total 32 policy conditions, all of the 6 first tranche 
conditions were fulfilled. Further, despite the turbulent political conditions, 15 of the 19 second 
tranche conditions were fully complied with, while two others were substantially complied with. 
Of the remaining two, one was partially complied with, while the other had not been complied 
with up to November 2006. Per Management’s request, the Board released the second tranche 
on 15 December 2006 by waiving one condition and extending the compliance period for the 
other to the third tranche. 
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Technical assistance. Given the underdeveloped nature of civil service in Nepal and the 
ambitious nature of the governance reform agenda, it was evident that substantive TA was 
required for program implementation. ADB thus bundled the required TA into three packages to 
assist the government in seeking grant financing from bilateral donors. For its part, ADB 
provided TA $1.525 million to help the government prepare the program and fulfill its first 
tranche conditions. 1 The government, however, was unable to secure TA from development 
partners on a grant basis—a factor that PCR noted affected program implementation. In 2004, 
ADB provided further TA for $275,000, but the amount was not enough to restore progress nor 
to shore up implementation. 2  

 
 During processing, repeated attempts were made to draw attention to the need for TA. In the 

management review meeting in ADB, Management stressed the need to ensure the availability 
of TA on a grant basis before the launch of such an ambitious, complex program. Similar 
concerns were expressed during the staff review committee meeting. The project team 
however, was optimistic about the government’s ability to source grant funds from other 
development partners. During Board consideration, one bilateral donor expressed doubts 
regarding any firm understanding on the part of his government to provide grant funds for the 
TA. Thus, an important aspect of the program design was left unattended, and the resulting 
inadequate TA seems to have reduced the likelihood of achieving the program objectives.  

 
 Further, ADB provided the first TA in advance of the loan, so its design had to be repeatedly 

synchronized with the program’s eventual policy matrix. In terms of its implementation, the TA 
completion report notes that the leader of the international consultancy team was unable to 
establish a close working relationship with senior government officials.3 The terms of reference 
of the consultants did not match the specific reform requirements of the program loan, as the 
TA was designed and approved almost a year before the approval of the program loan. Thus, 
in addition to the shortage of TA grant funds, the timing, design, compatibility, and 
implementation of the TA contributed to the program’s limited outcome.  

 
Procurement. No consultancy services were procured under the program using the loan 
funds. All TA was sourced from ADB grant funds.  

 
Consultant performance. Consulting services were rendered under extremely difficult and 
unstable conditions in the country. Governments were often changing, and with each turnover, 
key personnel were being transferred in and out of ministries and offices. Under such unstable 
conditions, building lasting rapport with senior government officials proved difficult. Under the 
circumstances, it is admirable that consultants assisted in accomplishing as many reforms as 
they did. 

 
(v) Performance of the borrower and the executing agency. PCR noted that during program 

implementation, seven governments were in power at different times. As noted previously, 
relevant ministry personnel also changed as a result, slowing implementation. In the end, the 
program was not implemented in full. However, what was achieved is creditable to the 
borrower. The performance of the borrower and the executing agency is rated partly 
satisfactory.  

 
(vi) Performance  of  the  Asian  Development  Bank.  PCR did not specifically rate ADB's overall 

performance, but instead mentions that ADB’s overall performance was rated satisfactory by 
the government PCR submitted to ADB in December 2007. ADB oversaw the implementation 
of this ambitious, complex program under difficult on-the-ground circumstances. However, ADB 

                                                 
1  ADB. 2000. Technical Assistance to the Kingdom of Nepal for Institutional Support for Governance Reforms. 

Manila (TA 3622-NEP). 
2  ADB. 2004. Technical Assistance to the Kingdom of Nepal for Strengthening Performance-Based Management. 

Manila (TA 4249-NEP). 
3  ADB. 2008. Completion Report: Governance Reform Program in Nepal. Manila: Appendix 5, page 32.  
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failed to recognize or factor in the unfolding developments on the eve of the program launch. 
During implementation, ADB also failed to display any innovation in the face of the unfolding 
circumstances. Moreover, TA should have been secured and better synchronized with the 
requirements of the program. Under the circumstances, ADB’s performance is rated partly 
satisfactory. 

 
D. Evaluation of Performance (PCR assessment and validation) 
  

(i) Relevance. PCR rated the program highly relevant. In Nepal, civil service and governance 
reforms had been on preparation for a long time. ADB had also been engaged in associated 
preparatory work in Nepal since 1998.4 Given its previous exposure to governance reforms in 
other countries, ADB had the requisite expertise and experience for this ambitious, complex 
program to which both the government and ADB subscribed. Although the on-the-ground 
conditions were changing rapidly during the long preparation period (as reported in PCR) and 
the rural areas were facing armed insurgency, the program launch proceeded, without taking 
into account the emerging crisis. It is difficult to know if ADB could have foreseen the severity 
of the subsequent armed conflict and government upheaval, as PCR failed to state why ADB 
decided to proceed with the program as designed. Further, PCR noted the inability of the 
government to secure grant funds for TA, and the lag between the first ADB TA and the design 
of loan itself, raising questions about the appropriateness of the program design. Thus, PCR 
rating of highly relevant is modified to relevant by this validation. 

 
(ii) Effectiveness in achieving outputs and outcome. PCR rated the program partly effective 

(this rating needs to be less effective to be consistent with IED's guidelines). Several structural 
reforms, such as the setting up of computer-based personnel information systems, the 
passage of legislation for rightsizing the government, and the Civil Service Act of 2007, are 
important achievements. However, their full impact may not be fully realized due to the 
program’s cancellation. Likewise, pilot exercises to improve service delivery in education, 
health, and agriculture have been so limited that they are not likely to have any discernible 
impact on development. Thus, in view of the limited outcomes, the rating is modified to less 
effective by this validation. 
 

(iii) Efficiency in achieving outcomes and outputs. PCR rated the program partly efficient 
(this rating needs to be less efficient to be consistent with IED's guidelines). Beyond the 
sociopolitical volatility that reduced likely gains from the program, PCR identified the lack of TA 
resources as a constraint to the achievement of the expected outputs of the program. As 
described above, this took place despite repeated attempts by supervisors and reviewers to 
draw attention to the crucial role of TA, including Management guidance in the management 
review meeting and a precautionary word from an executive director during Board 
consideration of the loan. The inability to set in motion any remedial measures, despite claims 
of flexibility in program design documents, was a crucial factor in the limited achievement of 
outputs under the program. As such, the rating of less efficient is made by the validation. 

 
(iv) Preliminary assessment of sustainability. Here, the key consideration is whether these 

reforms have established the foundation on which to build future governance reforms in Nepal 
and whether the country is likely to utilize the newly created institutions to improve civil service 
and the quality of service delivery. PCR acknowledged that governance reforms have only a 
tenuous hold presently. Hence, it seems unlikely that sustainable reforms could follow from 
such incomplete reforms. As such, the outlook for sustainability, as noted in PCR, is less likely 
sustainable. The validation concurs with PCR and retains the less likely sustainable rating.  
 

(v) Impact (both intended and unintended).  Some significant and important pieces of legislation 
focusing on the civil service, including the Civil Service Act of 2007, were enacted, and these 

                                                 
4  ADB. 1998. Technical Assistance to the Kingdom of Nepal for Formulating an Action Plan on Civil Service 

Reforms. Manila (TA 3117-NEP). 
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may carry some impact on governance. Likewise, the computer-based personnel information 
systems are expected to further improve in the civil service. Notwithstanding these, the overall 
impact of the program will probably be very limited. As such, the validation concurs with PCR 
and maintains the rating of the impact as moderate. 

 

 

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

(i) Overall assessment. The program was rated partly successful as shown below. 
 

Criterion Weight Rating Value Rating 
Relevance 
Effectiveness 
Efficiency 
Sustainability 

Total Rating 

20 
30 
30 
20 

2 
1 
1 
1 

0.4 
0.3 
0.3 
0.2 
1.2 

 
(ii) Lessons. PCR identified many lessons learned, but they were general. For example, it stated, 

“In the context of the conflict and political instability that existed in Nepal during the program 
period, continuous engagement with stakeholders at all levels was the only way to ensure 
attainment of program outputs and outcomes” (para. 37). Similarly, its comments on the 
availability of TA and flexibility in implementation were vague. Among others, this validation 
derives the following main lessons: 
(a) An ambitious, complex program or project should not be launched without being fully 

equipped with adequate TA and other requisite resources, particularly when the design 
does not provide the option of accessing funds under the loan.  

(b) ADB must recognize that on-the-ground conditions in the borrower country may change 
substantially while a program or project is under preparation, especially if the preparatory 
process is long and the nature of unrest borders on social conflict and violence. 

(c) If a program or project runs against both (a) and (b) above, there should be flexibility in 
implementation plan to reduce the scope and focus on the essential core of the program or 
project. The policy matrix should clearly identify such core issues beforehand. 

 
(iii) Recommendations  

(a) In light of (ii[a]) above, whenever there is some uncertainty about the availability of 
grant-financed TA for a program or project, there should be a standby provision to access 
the loan funds to protect and achieve the objectives. 

(b) In light of (ii[b]) above, readiness of the country to launch a program or project should be 
reviewed again before declaring a loan effective. 

(c) In light of (ii[c]) above, policy matrices should identify the essential core that must be 
achieved as a minimum to reduce the risk of total failure while securing a solid foundation 
for the next review. 

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

validation) 
 

Although RRP mentioned preparation of monitoring and evaluation instruments, such as baseline 
surveys for service delivery, client satisfaction surveys, and computer-based personnel information 
systems, PCR did not enumerate the monitoring and evaluation design activities that were 
successfully completed under the program. Some baseline surveys undertaken as pilot activities 
were mentioned, but it was unclear if any have been retained, will be available for future use, or 
their findings will be usable as benchmarks. As the program was closed midway, the progress in 
regard to implementation of monitoring and evaluation activities was not detailed. Unfortunately, 
such data could have been especially useful in the upcoming Governance Support Cluster 
Program. 
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G. Other (e.g., safeguards, including governance and anticorruption measures; fiduciary aspects; and 
government assessment of the program, as applicable) (PCR assessment and validation) 

 
PCR did not report problems with safeguards. Apparently, there were no safeguard violations or 
major unintended consequences. PCR also did not provide any details about the government 
assessment of the program. 

    

H. Ratings 

Program 
Completion 

Report 

Independent 
Evaluation 
Department 

Review 
Reason for Disagreement and/or 

Comments 
Relevance Highly Relevant Relevant The program design was not well 

synchronized with the on-the-ground 
conditions, and it was also inconsistent 
with the TA supporting its implementation.

Effectiveness in 
Achieving Outcome 

Partly effective Less effective  

Efficiency in Achieving 
Outcome and Outputs 

Partly  efficient Less efficient  

Preliminary Assessment 
of Sustainability 

Less likely 
sustainable  

Less likely 
sustainable  

 

Borrower and Executing 
Agency 

Partly 
satisfactory 

Partly 
satisfactory 

 

Performance of the 
Asian Development 
Bank 

Satisfactory Partly 
satisfactory 

ADB was not innovative in tackling the 
lack of TA funds or in adjusting the 
program design to suit the changing on-
the-ground conditions. 

Impact Moderate Moderate  
Overall Assessment Partly 

successful 
Partly 
successful 

 

Quality of Program 
Completion Report 

 Satisfactory See section I. 

 
I. Comments on PCR Quality 
 

PCR was well written and candid about the program and the role of different agencies. However, 
there are shortcomings that while it identified the lack of TA as contributing to reduced program 
outcomes, it does not mention reasons why the program was launched without such support 
despite Management guidance and a precautionary statement in the Board discussion. PCR also 
did not report adequately on the program’s monitoring and evaluation design. The lessons identified 
in PCR is also general is nature. In balance, the validation rates the quality of PCR as satisfactory. 

 
J. Recommendation for Independent Evaluation Department Follow-Up 
 

The Independent Evaluation Department may consider undertaking a real-time, independent review 
of the Governance Support Cluster Program with a view to ensure that lessons learned during the 
Governance Reform Program are factored into the implementation of this new program effectively. 
Since the new program is expected to take many years, inputs of the real-time, independent review 
will be a worthwhile investment. 

 
K. Data Sources for Validation 
 

The data sources for this validation exercise included RRP, PCR, aide-mémoire, back-to-office 
reports, TA completion reports, and minutes of meetings. 

 



 

REGIONAL DEPARTMENT’S RESPONSE TO THE PROGRAM COMPLETION REPORT 
VALIDATION REPORT 

 
On 1 December 2009, the Independent Evaluation Department (IED) circulated the draft 

validation report for interdepartmental comments. IED received comments from the Nepal 
Resident Mission of the South Asia Department on 8 December 2009. The relevant comments 
were duly incorporated into the final draft. The resident mission reviewed the final report, 
supports the changes made by IED, and has no further comments. 
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