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HQ 
HQ 
HQ 
NRM 
NRM 
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Dec 1998 
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Mar 2004 
May 2006 
Aug 2006 
Jan 2007 

To  
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Apr 2006 
Jul 2006 
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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, HQ = headquarters, IED1 = Independent Evaluation 
Division 1, M = million, NEP = Nepal, NRM = Nepal Resident Mission, OCR = ordinary capital resources, PCR = project 
completion report, RM = resident mission, SF = special fund. 
 
 B. Project Description (summarized from the Report and Recommendation of the President [RRP])  
  

(i) Rationale. At the time of appraisal 42% of the population lived below the poverty line in Nepal. 
Incidence of poverty was much greater amongst women, and feminization of poverty was increasing. 
Women had very limited access to the credit that might enable them to purchase inputs, or invest in 
microenterprises. One of the main objectives of the Agriculture Perspective Plan, which formed the 
basis for the development programs of both the Asian Development Bank (ADB) and the Government, 
was the reduction of poverty through increased employment opportunities for the rural poor, particularly 
women. The Project was therefore designed to address poverty; it specifically targeted women and 
provided support to them to access and effectively utilize credit. The Project also aimed to provide the 
institutional strengthening needed at all levels to establish a sustainable microfinance system. 

 
(ii) Impact. The Project was expected to empower women, improve their socioeconomic status, create 

employment and reduce rural poverty. It would also develop a sustainable rural microfinance system 
more responsive to the needs of the rural poor, especially women. 

 
(iii) Objectives or Expected Outcomes. The Project had two overall objectives. The primary objective was 

to improve the status of women, and the secondary objective was to reduce poverty. These would be 
achieved by: (a) improving access to financial services, (b) identifying local investment opportunities, 
(c) improving skills and capabilities, and (d) supporting access to markets. 
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(iv) Components and/or Outputs. The Project comprised three components. The description and 

breakdown of components in the RRP, the project completion report (PCR), the Project's design and 
monitoring framework (DMF), and in the components and activities within the Project's DMF, are not 
fully aligned; the summary below attempts to harmonize these. 
 
Component 1: Rural Microfinance for Agricultural and Microenterprise Activities: provision of 
investment credit and savings services through a Rural Microfinance Development Fund established by 
the Rural Microfinance Development Centre (RMDC), which would on-lend to the implementing 
agencies (IAs). Sub-borrowers would be predominantly poor women. A fund of $20.2 million was 
proposed, creating a facility of $42 million for 448,000 loans to 270,000 sub-borrowers; $2 million of 
savings would be mobilized.  
 
Component 2: Institutional Strengthening: (a) establishment of a sustainable mechanism for 
domestic resource mobilization and channeling of funds to IAs, essentially through the formation of the 
RMDC; (b) restructuring and strengthening of the Grameen Bank branches; (c) establishment and/or 
strengthening of the IAs, which were financial non-governmental organizations, and savings and credit 
cooperatives; (d) institutional strengthening of the Nepal Rastra Bank (NRB); and (e) institutional 
strengthening of the RMDC. 
 
Component 3: Group Formation and Strengthening: training of individual sub-borrowers on a range 
of topics that focused particularly on the role of women, supported by the RMDC. 

 
 C. Evaluation of Design and Implementation (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 Ninth Five-Year Plan, and the 
principal strategy of ADB in the country. However, the Independent Evaluation Department (IED)1 has 
observed that some design specifications had a negative impact on the implementation of the Project. 
Most importantly, the RRP stipulated that RMDC should on-lend to the IAs at a rate of not less than 
9.75%, which would cover the spread of 3.75% that ADB regarded as necessary for RMDC to sustain 
its operations, on top of NRB’s charge of 6%. While this seemed reasonable at the time of project 
design, it did not allow for the decline in interest rates, which might have been foreseen with the change 
in the banking law leading to increased numbers of commercial banks. No flexibility was built into the 
design to allow for changing circumstances.  As a result, none of the seven major microfinance 
institutions (MFIs) identified as IAs elected to borrow from RMDC, because they could raise funds 
elsewhere at only 6% interest. In 2001, the Government reduced its interest rate from 6% to 4%, and 
RMDC reduced its spread to 2.5%, giving them a competitive on-lending rate of 6.5%. However, such 
were the pressures in the market that commercial banks then reduced their rates to between 4% to 5% 
per annum. In November 2004, RMDC reduced its on-lending rate to 5%, making it again competitive 
(PCR paras. 27–28). The impact of this process of lowering rates over time was to (a) significantly delay 
implementation, as the IAs did not want to borrow from RMDC because of the high interest rates, and 
(b) push RMDC into a strategy of identifying and developing new IAs and, to a large extent, by-passing 
the existing microfinance agencies that were accessing cheaper credit. The design of the Project should 
have reflected a better understanding of the credit market. In addition, the on-lending to the IAs was 
capped at a relatively low level, and it was only after this was doubled that the level of lending by RMDC 
accelerated. 

 
 The fundamental question regarding design is whether it was necessary to establish this new fund. 

Given the rates war that went on throughout the Project, it would appear that there was no shortage of 
funds available from the commercial sector. It may be argued that not enough funds were being 
provided to the poorest members of the community, particularly women, but it was not necessarily a 
shortage of funds in the retail market that was causing this. Indeed, MFIs could be blamed for charging 
high interest rates to the sub-borrowers, or imposing such unrealistic repayment terms that the very 
 

                                                      
1  IED was named the Operations Evaluation Department, or OED, until December 2008. 
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poor could not afford to borrow. It is possible that measures for institutional changes could have had the 
required impact while still working within the commercial money market. Dialogue engaged in during the 
course of preparing the validation report has drawn attention to other considerations that have not been 
spelt out in the PCR or proceeding reports. It is suggested that at the time of project formulation 
commercial banks were not at all confident to lend to MFIs as the microfinance market was very much 
underdeveloped and risks were high. Notwithstanding this, they were forced to lend to MFIs by the 
Government's directed lending policy (deprived and priority sector lending), failure to comply with which 
resulted in heavy penalties. Therefore, in order to comply with this policy, some commercial banks 
reluctantly onlent funds to the Grameen Banks, but imposed certain restrictions preventing MFIs to 
onlend to final borrowers. As a result, much of these on-lent funds were actually 'parked' in certain 
financial institutions. In a different scenario, other commercial banks were actually willing to pay the 
penalty rather than comply with the directed lending policy. Thus, despite the perceived adequacy of 
funds in the market, commercial banks were actually very reluctant to participate in the microfinance 
market. Therefore, effectively there was 'shortage' of funds for sustainable microfinance services. 
 
Validation has no way of confirming or refuting this situation. Certainly it seems to be at odds with the 
statements in the PCR that The Grameen Bank branches were not interested in borrowing from RMDC 
since they were borrowing funds from commercial banks at a lower interest rate. The Centre for Self-
help Development and Nirdhan were motivated to borrow funds only at the prevailing market rate (6.0% 
per annum), which was much lower than the on-lending interest rate of 9.75% per annum (covering a 
required spread at not less than 3.75%) established in the Report and Recommendation of the 
President (RRP). The two microfinance institutions that did borrow loan funds from RMDC during the 
Project’s first year—Nirdhan and the Centre for Self-help Development—did so hesitantly because they 
were obtaining adequate funds from commercial banks at a lower interest rate. By the midpoint of the 
Project, two Grameen Bank branches (western and central) had borrowed a small amount of funds from 
RMDC only once because they were also obtaining funds from commercial banks at a lower interest 
rate. In response, RMDC adopted a strategy to identify and develop new implementing agencies for the 
disbursement of its funds.’ 
 
The PCR also reported changes in the eligibility criteria for the selection of IAs. These changes, which 
the PCR regarded as minor, included lowering an IA’s experience from 3 years to 1 year, and more than 
halving the requirements for net worth, financial resources and the number of borrowers. Such changes 
meant a significant increase in exposure to risk compared with the design. The PCR also noted that it 
was necessary to expand the number of districts from 26 to 57.  
 
Overall, IED supports the view that design and formulation were relevant and benefited from embodying 
a degree of flexibility. However, it is clear that the original design imposed conditions that made on-
lending of the line of credit unfeasible, though these conditions—particularly regarding interest rates—
were modified over time. Most fundamentally, there are questions about the need for ADB to provide 
new primary funds into a system where there appeared to be competition for lending from the 
commercial sector.  

  
(ii) Project Outputs (or conditions in the case of program loans): 

(a) Rural Microfinance for Agricultural and Microenterprise Activities. In accordance with the 
RRP, a line of credit for $20.2 million was provided to RMDC for on-lending to the IAs. The PCR 
reported that total lending to sub-borrowers was $36.4 million. The Project's DMF showed the target 
disbursement as being the $20.2 million provided to RMDC, thus indicating a considerable increase 
in lending during implementation. However, the Project's DMF ignores the relending from this 
revolving fund. It is stated in the RRP that the lending facility would be $42.0 million, and on this 
basis the Project reached only 87% of its lending target. A concern was raised in the minutes of the 
Board Meeting of 08 December 1998, where it is stated that even the $42.0 million target seems 
low for a revolving fund in which most of the borrowing is very short term. Nevertheless, the PCR 
recorded a substantial increase in sub-loans and sub-borrowers, and this point to a discrepancy in 
the figures.  

 
The RRP targeted $2 million in savings mobilization, but the PCR gave savings mobilization as 
being $21 million. Again, no explanation was offered for this large increase.  
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(b) Institutional Strengthening:  
(1) Establishment of RMDC. The RRP described the establishment of RMDC as being a project 

output. The Project's DMF stated, as an output of this component, a "sustainable mechanism 
for domestic resource mobilization and channeling of funds," with the target being the creation 
of a fully operational RMDC. It is not clear exactly what part the Project played in this. The back-
to-office report of the Inception Mission describes RMDC as being in existence with a core team 
of 4 professional and 2 support staff, having moved into new offices and procured equipment, 
and expecting to start lending in the first quarter of 2000.  

 
(2) Restructuring and Strengthening of the Grameen Bank branches. The Project target was 

the restructuring of five Grameen Bank branches and the transfer of shares from NRB to private 
ownership. The target was not achieved. The PCR stated that the privatization mechanism was 
developed, and that three branches were privatized. Confusingly, the Project's DMF says that 
"this activity was not implemented under the Project but was implemented under separate 
initiatives." However, there is no statement to that effect in the text. During the initial stages of 
project implementation, Grameen Bank branches did not show much interest in RMDC because 
they were getting easy credit from the commercial banks Overall, very little of RMDC’s lending 
during the life of the Project was to the Grameen Bank branches.  What is clear is that the 
restructuring of the Grameen Bank branches was only partially achieved, and that even the 
restructured branches were not necessarily in a strong state. This failure may be attributed to 
political instability as well as frequent changes of government.  

 
(3) Establishment and/or strengthening of IAs. RMDC provided loans to 58 IAs, of which 

45 were newly established. The Project's DMF states that 47 IAs benefited from capacity 
building with a total of 10,140 staff of the IAs participating. RMDC played a major role in the 
capacity building of the IAs. Given the Project’s success in providing the proposed loans 
through these IAs, the target for establishment and strengthening was obviously largely 
reached. In doing this, however, only just over 50% of the estimated $1.99 million was actually 
spent. 

 
(4) Institutional strengthening of NRB. The training target given in the Project's DMF was for six 

officers of NRB. In Section 3, it recorded training for only five officers; but in Section 4, it 
recorded training for 11 officers. The proposal that it should recruit additional staff was not 
carried through. Of an allocated $0.26 million for strengthening NRB, only $0.05 million was 
spent. 

 
(5) Institutional strengthening of RMDC. Training was provided to 16 RMDC staff; vehicles and 

equipment were procured; and monitoring and supervision of IAs was improved. A cost of 
$2.62 million (appraisal estimate $2.76 million) was attributed to the strengthening of RMDC, 
and even though this must include NRB, it is not clear what this was spent on. There is no 
further description in the PCR of the institutional strengthening of RMDC, and the available 
figures account only for an actual expenditure of about $0.75 million of the $2.62 million stated 
as having been spent. 

 
(c) Group Formation and Strengthening. All IAs were supported in social mobilization and women-

related social activities. Over 20 training of trainer courses were organized for IA staff, and RMDC’s 
staff assisted IAs in formulating social development plans. The appraisal estimate of $1.05 million 
for this component was considerably exceeded, with the expenditure given as $3.37 million. The 
PCR does not elaborate on this.  

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

to project performance). The total cost of the Project was almost exactly as estimated at appraisal—
actual $30.12 million compared with appraisal of $30.55 million. The PCR stated that RMDC used the 
entire allocated funds for lending to IAs. However, its disbursement to IAs was slow in the initial years of 
the Project. ADB financing fell slightly from $20.0 million to $18.2 million, but this was largely 
counterbalanced by increases in contributions from IAs ($1.7 million to $2.6 million) and beneficiaries 
($3.1 million to $3.5 million), with the borrower contribution remaining at $5.0 million.  
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The Project ran considerably behind schedule. At the time of the midterm review, the Project had 
disbursed 20% over an elapsed time of 80%. The main reasons for this were: (a) the security situation, 
(b) the inappropriate lending terms (interest rates and ceiling amounts), and (c) slowness or failures in 
restructuring the Grameen Bank branches. While the security situation was totally outside project 
control, the credit market should have been better understood at project preparation and there should 
have been a greater awareness of the problems of restructuring the Grameen Bank branches. 
The Project was able to reach its targets only by virtue of a two-year extension to the elapsed time and 
even then the restructuring of the Grameen Bank branches was not satisfactorily completed. 
  

(iv) Implementation Arrangements, Conditions and Covenants, related Technical Assistance, and 
Procurement and Consultant Performance. NRB was the Executing Agency (EA) and RMDC was the 
principal IA. NRB was an effective regulatory and supervisory body, but played little direct part in the 
Project. It was the recipient of the project funds from the Government which, via imprest accounts, were 
passed to RMDC at a charge of 6%. It was the level of this charge that initially made the RMDC’s on-
lending of funds to the IAs so uncompetitive. It is noted that RMDC is unusual as an apex, or second-
tier organization, in that it provides both a credit line and capacity building support to its partners. 
 
Of the 25 loan covenants, 19 were fully complied with and 6 were partly complied with, and most of the 
partial compliance related to changes in terms that were required to make the Project viable. However, 
IED considers that the Project failed in two respects. First, it was intended that all of NRB’s microfinance 
operations would be merged under RMDC. This did not occur because of RMDC’s organizational 
limitations, differences in operation modalities across programs, and NRB's reluctance to the merging. 
Second, RMDC was responsible for project benefit monitoring and evaluation (BME), but this effectively 
never took place, although, it did conduct a study towards the end of the Project to assess the impact of 
microfinance services on the clients of its partner MFIs. 
 
Although there was provision for consultancy services, most of this was not taken up. RMDC carried out 
all activities through its own staff except for some small consultancy inputs towards the end on 
computerization and the study referred to above on the impact of microfinance services.  
 
The vehicles, computers and other office equipment were procured in a satisfactory manner.  
 

(v) Performance of the Borrower and the Executing Agency. The PCR rated the performance of the 
borrower and the EA as satisfactory. The EA was not directly involved in project implementation; this 
role was taken by the principal IA, RMDC. However, the EA assisted in the start-up of RMDC and 
contributed to the resolution of implementation issues such as interest rates. RMDC appears to have 
performed well, and has fully sustained its activities following project completion. However, the length of 
time taken to restructure three of the Grameen Bank branches and the failure to restructure the other 
two must be attributed in part to the EA. Nonetheless, the satisfactory rating is retained. 

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

satisfactory. However, it drew attention to the failure of ADB to recognize that no BME system was in 
place until the issue was raised in June 2007. IED is also concerned that, at project preparation, there 
was inadequate understanding of the financial markets. Even at the time of the Inception Mission in 
December 1999, it was realized that proposed on-lending rates were out of line and by the time of the 
Review Mission of December 2000 it was accepted that the rate was too high, and this was finally 
lowered in 2001. Overall, however, IED supports the satisfactory rating.    
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 D. Evaluation of Performance (PCR assessment and Validation) 
  

 (i)  Relevance. The PCR stated that the design, formulation, and implementation were consistent with the 
Government’s and ADB’s strategies at approval, during implementation, and at completion. It did not 
provide a formal rating of relevance in accordance with the guideline scales. The demand from the IAs 
for the services of the Project is evidence that the outputs, purposes, and goal of the Project were 
relevant. Thus, IED rates the Project as relevant, but considers that the design should have taken better 
account of the prevailing financial markets, and that the case for providing RMDC with a credit facility, 
when there appeared to be commercial funds available, is not fully made. While the Project was highly 
relevant in building up appropriate IAs and in the group formation and strengthening of beneficiaries, 
providing a separate line of credit to the IAs in competition with the commercial sector may not have 
been essential to the success of the Project. 

 
It is worth noting that in a more or less contemporaneous project,2 a number of participating financial 
institutions were set up to lend money to beneficiary groups. These were intended to be accredited to 
NRB and financed through the project lending facility. However, a significant number of these (35%) 
chose to raise money in the private sector.  
 

(ii) Effectiveness in Achieving Outputs and Outcome. The PCR erroneously headed this as "efficiency 
in achieving outcomes" and presented a slightly confused text. Nevertheless, it states that all intended 
outcomes were achieved effectively and that the Project was effective in delivering its intended outputs 
and purposes. The project outcomes were improvement in the status of women and poverty reduction. 
IED regards the Project as having been very effective in achieving these. The Project has also achieved 
its outputs, to a large degree, in terms of lending, institutional strengthening, and group formation and 
strengthening. However, the institutional strengthening of the Grameen Bank branches was only 
partially achieved. The PCR holds that "the most important outcome of the Project lies in developing 
RMDC as an operationally and financially self-sufficient institution in Nepal’s microfinance sector." This, 
however, assumes that RMDC was providing IAs with loans that they could not raise elsewhere. 
Discussion of the commercial sector competing to lend to the IAs has suggested that this may not be 
the case. Noting the failure to resolve all the problems relating to the Grameen Bank branches, and the 
extended implementation time, IED rates the Project overall as effective, but on the low side. 
 

(iii) Efficiency in Achieving Outputs and Outcome. On the basis of financial and economic analyses 
undertaken for a sample of agricultural and income-generating activities for which sub-borrowers 
received microfinance, the PCR described the Project as being efficient. The financial internal rate of 
return exceeded the financial opportunity cost of capital for all microenterprises, and the highly positive 
returns are reflected in the high loan repayment by the sub-borrowers. However, the Project required a 
2-year extension to achieve its objectives. To a large extent this was a result of the failure at the project 
preparation stage to correctly assess the financial markets. IED rates the Project as efficient in the use 
of project resources.  

 
(iv) Preliminary Assessment of Sustainability. The PCR rated the Project as likely sustainable. It pointed, 

particularly, to the established capacity of the IAs, audits of which revealed them to be operationally and 
financially self-sufficient, with very low risk exposure. The established enterprises are proving viable, 
and beneficiaries show a continuing demand for finance and support services. RMDC is confident that it 
can develop into a fully sustainable wholesale organization, but the PCR does not present RMDC’s 
long-term strategy. Currently, it operates through a unique and protected credit line supported by funds 
to provide the various levels of institutional strengthening. Ultimately, it must seek funds from other 
sources in competition with other wholesalers and, to be sustainable, it will need access to finance once 
the ADB loan comes to an end. With this one proviso, IED concurs with the PCR and rates the Project 
likely sustainable.  

  
(v)  Impact (both intended and unintended). The goals of the Project were to: (a) empower women, improve 

their socioeconomic status, create employment, and reduce poverty; and (b) develop a sustainable 
rural microfinance system that is more responsive to the needs of the rural poor, specifically women. 
The PCR described a positive situation in which women acquired social and personal benefits from 

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

Kingdom of Nepal for the Community Groundwater Irrigation Sector Project. Manila.   
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group formation, improved their status by having control over economic and household decisions and 
were provided with freedom to invest. Of the 364,378 sub-borrowers, the majority are women and 80% 
of the new jobs created went to women (the DMF in the PCR actually states that all project 
beneficiaries were women). Strong institutions were built to manage group borrowings. IED concurs 
with this. No negative impacts are noted, although this report has already raised the issue of the 
possible effect on the market through introducing a ‘new’ finance wholesaler. Overall, however, IED 
rates the Project to have had significant positive impact on women's access to microfinance. 

\ 
 
 
 
 
 
 
 
 

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

(i) Overall Assessment. The PCR rated the Project as successful, the validation concurs with this 
assessment. It noted improvements in the microfinance sector, the provision of income, employment 
opportunities and social empowerment to the poor and especially women, and the capacity built at all 
levels of the system. On the negative side, this validation has noted the need for a 2-year extension, 
the failure to meet targets in the reform of the Grameen Bank branches, and the concern about the 
future role of RMDC in the financial market.  

 
(ii) Lessons. The PCR listed a number of lessons that essentially focus on the importance of capacity 

building, at all levels, based on a sound understanding of needs. IED would add the need to ensure 
that there is a sound understanding of the financial market into which a new player is to be introduced, 
both to prevent the problems of lending terms, which so delayed the implementation of the Project, and 
to ensure that the impact of the new player on the existing market is taken into account.  
 

(iii) Recommendations. The PCR listed six project-related and three general recommendations. The first 
two recommendations were addressed, giving RMDC an additional source of funds through a 
successor project, and devising a way in which it can continue to provide capacity building and support. 
IED suggests that this should not be necessary if RMDC is genuinely self-sustaining. However, there 
may be a case for this follow-on project if funds can be channeled to the poor living in the hills and 
mountains or if the scale of its operations can be expanded as borrowers themselves develop, 
although no evidence of this happening is reported in the PCR. The next two recommendations 
essentially support the finalization of the reform of the Grameen Bank branches. This validation 
concurs with the importance of this, but does not relate this to the Grameen Bank branches necessarily 
having their funds channeled through RMDC. What is required is that funds should be provided on 
terms similar to those of RMDC and based on transparent criteria and performance. Finally, the PCR 
stressed the need for a management information system and establishing a BME system, which IED 
has earlier noted as a weakness in the Project. The PCR’s general recommendations cover the need 
for a conducive policy environment, measures to extend the availability of microcredit to more remote 
areas, and the possible introduction of modern information technology. 

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

 
The RRP describes a proposed BME system covering baseline surveys, implementation monitoring, and 
annual benefit monitoring surveys, which would be the responsibility of RMDC. In practice, this did not take 
place apart from a single survey carried out at the end of the Project. 
 

 G. Other (e.g., Safeguards, including governance and anticorruption; Fiduciary aspects; Government 
assessment of the Project, as applicable) (PCR assessment and Validation) 
 
None. 
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H. Ratings 

Project 
Completion 

Report 

Independent 
Evaluation 
Department 

Review Reason for Disagreement/Comments 
Relevance:  Relevant Relevant  
Effectiveness in 
Achieving Outcome: 

Effective Effective The Project required a 2-year extension, and 
did not complete the restructuring of the 
Grameen Bank branches. 

Efficiency in Achieving 
Outcome and Outputs: 

Efficient Efficient  

Preliminary 
Assessment of 
Sustainability: 

Likely 
sustainable 

Likely 
sustainable 

The IAs and the enterprises appear most 
likely sustainable, but there is no long term 
plan for RMDC, and the PCR suggests that a 
further project is needed. 

Borrower and 
Executing Agency: 

Satisfactory Satisfactory  

Performance of Asian 
Development Bank: 

Satisfactory Satisfactory ADB performance in implementation was 
satisfactory, but it was responsible for the 
inadequate understanding of the financial 
markets during project preparation, which led 
to delays in implementation. 

Impact: Positive Significant  The goals of the Project were largely 
achieved, although in the development of the 
rural microfinance system the restructuring of 
Grameen Bank branches was not completed.

Overall Assessment: Successful Successful  
Quality of Project 
Completion Report: 

 Satisfactory 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. There is some inconsistency in the PCR with regard to the sustainability of RMDC.  
Although RMDC is considered sustainable, the recommendations suggest that it requires a follow-on project 
to fund another credit line. This may in part be justified if the funds are to be channeled to different 
borrowers. Apart from a few minor discrepancies, the PCR was consistent and of a good standard. 
 
The weakest area of the Project was the failure to understand the position of the credit line provided through 
the concessionary ADB loan, in relation to existing sources of finance available to the IAs. This led to long 
delays in implementation, while competitive lending terms were sorted out. The PCR should have presented 
more information on the existing sources of funds for the IAs, and the role that they played once the project 
credit line was offering terms to the IAs that matched those of the providers. Such information would have 
facilitated a better understanding of the broader impact of the Project on the provision of rural microfinance 
and been valuable in designing future microfinance projects. 
 
The PCR could have provided more information on, for example, the use of the training budget 
($2.76 million), the effectiveness and efficiency criteria, and the failure to restructure the Grameen Bank. 

 
 J. Recommendation for IED follow up  
 

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

Data sources for the validation report included the back-to-office reports of the nine routine review missions, 
the RRP, ADB PCR, Government PCR, a post appraisal mission, the midterm review mission, and the 
impact studies carried out by NRB. 



 

 
REGIONAL DEPARTMENT’S RESPONSE TO THE PROJECT COMPLETION REPORT 

VALIDATION REPORT 
 
 

The Independent Evaluation Department1 received a communication from the Nepal 
Resident Mission, South Asia Department, on 17 November, 2009 indicating that the Mission 
had reviewed the project completion report validation report and appreciated the incorporation 
of most of the Mission’s comments in the final report.  
 
 

 
 

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

2008. 
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