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I. PROJECT DESCRIPTION 

A. Rationale 

1. According to the report and recommendation of the President (RRP),1 at the time of the 
project the North-West Frontier Province (NWFP)2

                                                 
1  ADB. 1999. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Pakistan for 

the Malakand Rural Development Project. Manila. 

 had a population of more than 20 million, of 
which more than 80% lived in the rural areas. Poverty in NWFP was higher than the 40% 
national average, especially in the remote areas of the northern parts of the province, such as 
the Malakand Division, where 72% of the rural population lived below the poverty line of 
$150 per capita. The income of 40% of the households in Malakand came from agriculture, with 
poorer households depending on agriculture more but having less access to extension services, 
credit, and other input. Gender disparities in morbidity, mortality, literacy, and educational levels 
were wide in Malakand and were aggravated by remoteness and strict observance of female 

2  The North-West Frontier Province was renamed Khyber Pakhtunkhwa in April 2010. 
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segregation. Rural women’s access to such services as health care, education, and extension 
services was extremely limited by a lack of female service providers. 
 
2. Among the government’s strategic objectives at the time of project approval were 
poverty reduction and human resource development. Regional and area development projects 
targeting less developed areas were the main approaches to reducing rural poverty. The 1995 
country operational strategy of the Asian Development Bank (ADB) specified sustained 
economic growth and simultaneous poverty reduction as objectives of ADB assistance to 
Pakistan.3

 

 The strategy also emphasized human resource development, with particular focus on 
women, and enhanced productivity of natural resources. 

B. Expected Impact  

3. According to the revised project framework in the RRP, the project was expected to 
(i) raise the per capita income of the project area beneficiaries to attain or exceed the poverty 
line, and (ii) improve the human resource and income-generating potential of women in the 
project area. The framework did not directly mention specific baselines and targets for the 
expected impact.  
 
C. Objectives or Expected Outcomes  

4. The RRP stated that the project’s first objective was to reduce rural poverty in Malakand 
by enhancing household incomes and living standards, particularly among smallholders, tenant 
farmers, and the landless, who constituted the rural poor. Farm families’ incomes were to 
increase from irrigation, agriculture, and livestock investments. In line with this, the project was 
to reach 1,000 villages and settlements and benefit about 80,000 households.   
 
5. The second objective was for human resource development, particularly concerning 
women, and improvement of their income-earning potential. Village households were to benefit 
from electrification, drinking water, and sanitation improvements; credit provision; and 
strengthened village institutions. Women were to benefit from improved health services, access 
to credit, improved agriculture and livestock extension services, membership in women’s 
organizations, and subsequent empowerment as decision makers. Specifically, farmer income 
from selling vegetables was to increase by 20%. The project framework also envisaged an 
increase in yields in the demonstration plots for wheat and maize—by 3 tons/hectare [ha] for 
wheat and 2.7 tons/ha for maize on irrigated farms, and 2.4 tons/ha for wheat and 2.1 tons/ha 
for maize on rainfed farms), but provided no baselines. 
 
D. Components and Output 

6. The project components and output are described briefly in the succeeding paragraphs.  
 
7. Village development services. The aim was to increase the productivity of wheat and 
maize farms, and to increase the production of fruit and vegetables, through the establishment 
of 500 demonstration farms; the provision of vegetable seed, fertilizer, and pesticide to 
375 farmers; and the conduct of farmer training programs. Livestock productivity was also to be 
increased through the dissemination of good-quality fodder seed and fertilizer to 374 farmers, 
the distribution of 240 rams, the training of 475 extension workers, the distribution of poultry to 
women, and the training of 1,440 women in poultry rearing. This component also involved the 

                                                 
3  ADB. 1995. Country Operational Strategy: Pakistan. Manila. 
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construction of 465 drinking water and sanitation schemes, 210 kilometers (km) of jeepable 
tracks, and 85 micro-hydro schemes in remote villages, and the construction of 755 small 
irrigation schemes and the improvement of existing ones. Women’s health was to be addressed 
in this component through the training of 10 female social organizers and 1,000 women health 
workers in health and nutrition education and in the evacuation of pregnant women for 
emergency treatment. 
 
8. Rural financial services. A mechanism that would give the rural poor access to 
financial services from the formal banking sector was to be established. To this end, (i) rotating 
savings and credit associations were to be identified, organized, managed, and developed; 
(ii) participating institutions were to receive training and capacity-building assistance; and 
(iii) a credit line of $5.8 million was to be provided for short- and medium-term loans for 
agricultural undertakings, microenterprises, and community infrastructure. The component also 
covered consulting services, finance study tours, and training. 
 
9. Road development. Roads in the project area would be improved and road networks 
expanded to provide all-weather access to project villages. Up to 150 km of existing major 
provincial roads in Malakand Division were to be rehabilitated, and about 100 km of existing 
paved and unpaved roads were to be upgraded to rural access roads standard. A system of 
tolls on main provincial arteries was also to be introduced to generate revenues for road 
maintenance. 
 
10. Project implementation support. This component was to establish a project 
management unit (PMU) to provide (i) assistance to a rural support program in community 
mobilization; (ii) training to project staff and beneficiaries; (iii) consulting services in 
environmental management and training; and (iv) a benefit monitoring and evaluation (BME) 
system, women’s development, road construction and maintenance, and rural financial services. 

 
E. Provision of Input 

11. The project cost was estimated at $62.9 million equivalent, of which $15.4 million (24%) 
was foreign exchange cost and $47.5 million equivalent (76%) local currency cost. The cost 
estimates covered physical and price contingencies, taxes, and duties. ADB was to provide a 
loan of $41 million from its special funds resources to finance 65% of the total project cost. 
The loan had a service charge of 1.0% per year and a maturity period of 35 years including a 
10-year grace period. ADB was to finance all of the foreign exchange cost and 54% of the local 
currency cost. Of the remaining local currency cost, about $12.1 million equivalent (20% of the 
total project cost) was to be met by the NWFP government. Beneficiaries were to contribute 
$8.8 million (14%), and participating financial institutions $1.0 million (2%). 
 
F. Implementation Arrangements  

12. The executing agency was to be the NWFP’s Planning, Environment, and Development 
Department. The department was to implement the project through a PMU in Saidu Sharif with 
overall responsibility for planning, implementation, administration, monitoring, reporting, and 
coordination. The PMU was to be staffed by a project director, and program managers for 
agriculture, livestock and natural resource management, human resource development and 
rural financial services, women’s development programs, village infrastructure, and road 
development. The PMU was to contract a nongovernment organization (NGO) or consultants 
experienced in community-based rural development to establish a rural support program that 
would facilitate linkages and project implementation assistance between line agencies. 
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In addition, a project review board was formed at the provincial level and a project coordination 
committee at the divisional level. The project review board was to approve the annual work plan 
and budget and review implementation progress, while the project coordination committee was 
to review progress and resolve implementation issues. For community organization, up to 
10 social organization units were to be established to cover 1,000 rural settlements. 
Community-managed infrastructure was to be implemented by village organizations in 
partnership with the PMU. The Bank of Khyber was to implement the rural financial services 
component, and the PMU and the Communications and Works Department of the NWFP were 
to implement the road development component jointly. The project was to be implemented over 
7 years, from June 1999. 
 
13. Goods and services financed by ADB were to be procured according to ADB’s 
Procurement Guidelines (2010, as amended from time to time). All consulting services were to 
be engaged in accordance with ADB’s Guidelines on the Use of Consultants (2010, as 
amended from time to time) and arrangements satisfactory to ADB for the hiring of national 
consultants. 
 
14. The community-based participatory development model was a simple and tested 
approach that had succeeded in the past in Pakistan and was expected to minimize 
implementation risks. However, success relied on interaction between village organizations and 
service providers, line agencies, and the Bank of Khyber. PMU staff without the necessary 
vision and management skills was the main risk that could be avoided with proper recruitment 
and remuneration. Associated with the loan for the project were 42 loan covenants; of these, 
32 were fully complied with, 7 were not complied with, and 3 were partly complied with. 
The covenants not complied with related to the rural financial services component, and the 
partly complied covenant to the road component. The status of covenants may be found in 
Appendix 12 of the project completion report (PCR).4

 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

15. The PCR stated that the project was consistent with ADB’s poverty reduction strategy 

and country assistance plan for Pakistan, and with government policies and plans. Project 
objectives were relevant and commendable, but outcomes and output were only partly relevant. 
The project erred in assessing the capacity of the executing and implementing agencies to carry 
out the project. The multifaceted project design, with multiple line departments, made 
implementation and coordination complex. Turf battles between PMU and line departments, and 
lack of incentives for the project staff, weakened the relevance of the project design. 
The underlying assumptions of the design also lacked cultural and local context. Soon after the 
project’s design was completed, governance structures changed under the Devolution Plan, 
which devolved responsibility for most of the community development activities from the 
provincial to the district governments. No formal arrangements were subsequently worked out 
by the project with the newly established district governments to ensure coordinated 
development in the project area. The PCR rated the project partly (less) relevant, and this 
validation report concurs with the PCR rating.  
 

                                                 
4  ADB. 2010. Completion Report: Malakand Rural Development Project in Pakistan. Manila. 
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B. Effectiveness in Achieving Project Outcomes  

16. The PCR rated the project ineffective in achieving outcomes and stated that the project 
failed to achieve its two main outcomes: (i) improve the income and living conditions of poor 
households, and (ii) boost the human resource and income-generating potential of women in the 
area. Physical progress in the project communities failed to improve the living conditions of the 
households and women. Except for the village development component, which had minor 
achievements, the project components were only minimally effective in their interventions. 
This validation report concurs with this rating. 
 
C. Efficiency of Resource Use in Achieving Outcomes and Output 

17. The PCR stated that no financial or economic analyses could be done because of the 
continued conflict between the security forces and the Taliban. Given the poor performance of 
the project in its major component (roads) and unsatisfactory performance in other components, 
it was unlikely that sufficiently high economic and financial returns could have been obtained. 
The project was also hampered by significant delays and by corruption and governance issues, 
which are discussed elsewhere in this validation report. The PCR therefore rated the project 
inefficient, and this validation report concurs with the PCR rating. 
 
D. Preliminary Assessment of Sustainability 

18. The PCR considered it unlikely that the activities implemented under the village 
development component could be sustained, because of the armed conflict between the 
security forces and the Taliban, torrential rains, and massive floods. Prospects for sustaining the 
limited benefits achieved under the project over the medium to long term appeared uncertain. 
This validation report concurs with the PCR rating of unlikely to be sustained for the project 
interventions. 
 

E. Impact 

19. The PCR stated that the project was expected to have a major impact on poverty but, in 
view of the implementation problems, no substantial change in the overall poverty profile of the 
project area was achieved. The community-managed infrastructure schemes and the rural 
financial services component had a bearing on poverty reduction. Nonetheless, given the partial 
achievement of these interventions, their impact in improving the incomes of the beneficiaries 
remains uncertain. On the other hand, the armed conflict and recent floods in the project area 
were likely to have added to poverty. The project contributed considerably to gender 
development by implementing various women-focused activities. But the PCR team also found 
several instances of negative environmental impact in the road sector, and recommended the 
evaluation and fixing of environmental and road safety aspects and related risks that arose from 
irregularities and violations. The PCR did not rate the impact criterion. This validation report 
rates the impact negligible. 
 

III. OTHER PERFORMANCE ASSESSMENTS 

A.  Performance of the Borrower and the Executing Agency 

20. The PCR rated the performance of the borrower and the executing agency 
unsatisfactory. The project suffered start-up delays because of (i) the executing agency’s 
inability to appoint PMU staff, (ii) the government’s own late approval of the project, and 
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(iii) weak follow-up by ADB. The implementation of components generally lacked proper 
planning and effective coordination. The apparent lack of leadership, commitment, and 
involvement, as well as the absence of an institutional anchor for the PMU, contributed to 
significant delays in mapping out effective implementation plans and strategies. The PMU 
focused disproportionately on physical input, such as the procurement of goods and civil works, 
without linking them to output and outcomes. Weak links between input and output and 
corresponding outcomes meant that the executing agency and implementation agencies could 
not deliver high-value dividends to the project communities. This validation report concurs with 
the PCR rating. 
 
B. Performance of the Asian Development Bank  

21. The PCR rated ADB’s performance unsatisfactory. While the work relationship between 
ADB and the executing and implementing agencies was good throughout the project, ADB 
offered insufficient guidance from the executing agency’s perspective. Requests for 
procurement and disbursement were approved only after significant delays. The project design 
was complex, and yet it seems that no serious effort was made to help the executing and 
implementing agencies solve implementation problems. Despite prolonged and frequent reviews 
and special administration missions, no significant progress in project implementation was 
achieved. Many of the irregularities pointed out in the joint audit went unnoticed at ADB, 
showing lack of due diligence on its part. This validation report concurs with the PCR rating. 
 
C. Safeguards, including Gender, Governance, and Anticorruption Provisions; 

Fiduciary Aspects; Government Assessment of the Project 

22. According to the PCR, a procurement-related audit conducted jointly by ADB’s Office of 
Anticorruption and Integrity (OAI) and Pakistan’s Auditor General’s Office noted in its 
March 2007 report that the executing agency and PMU did not seem to be in control of project 
affairs. For example, the distribution of rams, bulls, and chicks ended up in the hands of either 
inexperienced acquaintances or locally connected persons. Implementation arrangements were 
changed by replacing the rural support program with district-based NGOs and, subsequently, 
issues were raised regarding the transparency of the NGO recruitment process. The provincial 
government influenced the recruitment of NGOs and social organization unit staff, thereby 
compromising their neutrality and merit. As a result, social organization units served private 
interests more than community interests. The executing agency’s PCR noted that “some of the 
NGOs remained a permanent headache for the project due to nonprofessional culture and 
politically motivated staff.” There were also numerous complaints about other NGOs’ 
wrongdoings.  
 
23. The PCR further noted that OAI also found collusion between bidders on the second part 
of the Alpuri–Bisham road, which resulted in the sanctioning of two bidders. OAI found serious 
irregularities and noncompliance relating to the road component. The findings included 
(i) possible fraudulent practices by contractors in executing contracts, (ii) substandard materials 
and poor quality of work on roads, and (iii) lack of due diligence and supervision by the 
consultant engineer. OAI recommended the suspension of disbursements on the project’s road 
contracts, and ADB eventually suspended those disbursements and canceled the remaining 
portion of the roadworks. OAI also reported that ADB extended the contract closing dates three 
times, but none of the road contracts was completed. OAI planned to investigate allegations of 
fraud and corruption, but could not proceed because of armed conflict between the security 
forces and the Taliban. The Frontier Highway Authority blacklisted three road contractors 
indefinitely.  
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

24. Despite its consistency with the country’s development strategy and the validity of its 
rationale, given the characteristics of rural poverty in NWFP, the project failed to achieve its 
objectives. With 30% physical progress, the project was unable to employ the input required to 
produce the desired output and outcomes, resources were not used efficiently, and output was 
not likely to be sustainable. The PCR rated the project unsuccessful. The project performed 
poorly in the procurement of goods, services, and works, and the implementation of soft 
components such as capacity building. ADB gave little support and guidance in solving the 
perennial problems caused by weak capacity of the executing agency and implementation 
agencies. This validation report concurs with the PCR rating. 

 
Table: Overall Ratings 

 
Criterion PCR IED Review Reason for Disagreement/Comments 
Relevance Partly relevant Less  relevant Rating was in accordance with the PCR 

Validation Guidelines 
Effectiveness in 
Achieving Outcomes 

Ineffective Ineffective  

Efficiency in Achieving 
Outcomes and Outputs 

Inefficient Inefficient  

Preliminary 
Assessment of 
Sustainability 

Unlikely to be 
sustainable 

Unlikely 
sustainable 

 

Borrower and 
Executing Agency 
Performance 

Unsatisfactory Unsatisfactory  

ADB Performance Unsatisfactory Unsatisfactory  
Impact No rating Negligible PCR provided no rating; rating was in 

accordance with the PCR Validation Guidelines 
Overall Assessment Unsuccessful Unsuccessful  
Quality of PCR  Satisfactory  

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report.  
 
B. Identification of Lessons 

25. The PCR identified three lessons. Before a similarly complex and ambitious project is 
prepared, particularly in a country with difficult socioeconomic conditions and generally weak 
implementation and coordination capacity, a detailed and objective analysis of implementation 
risks (especially the strengths and weaknesses of the executing and implementing agencies) 
would have been essential, with all necessary mitigation measures built into the project design. 
The scope of the project was too broad—provincial roads should not have been included in a 
rural development project. In a demand-driven, community-based project design, it may be 
helpful to follow a supply-driven approach at the start, to demonstrate the dynamics of different 
types of community subprojects; communities can then make informed choices about their 
priorities. This validation report concurs with these lessons. 
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C. Recommendations for Follow-Up 

26. In relation to the project, the PCR made three recommendations. The project laid the 
foundation for further economic and social development in the project area, and there is a need 
to further develop the capacity of village and women’s organizations through training and 
encouragement to continue their community development and income-generating activities. 
A strategy also needs to be prepared to initiate a rural microfinance program in the project area 
to build on the foundation laid by the project’s rural financial services component. Investment is 
very much required to address the extreme poverty. To bring the backward and remote areas of 
the Malakand Division into the mainstream, there is a need to further expand the transport 
sector and improve access to social and financial services. 
 
27. As a general recommendation, the PCR proposed that future project designs should 
specify the requirements for community mobilization, and involve only reputable NGOs that 
demonstrate commitment to developing institutions and can eventually take charge of local 
development initiatives. This validation report concurs with these recommendations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

28. According to the PCR, a consulting firm was hired to establish a BME system but, except 
for conducting a rudimentary baseline survey, the firm did no major BME work. ADB found 
major gaps in the consultant’s impact report and requested a revision, which the consultant 
failed to produce. The consultant’s contract ended without further work on impact evaluation. 
A monitoring and evaluation coordinator was later hired but, according to the executing 
agency’s PCR, “the person employed did not have the relevant background and experience; 
hence, the BME system could not be developed.” 
 
B. Comments on Project Completion Report Quality 

29. The PCR was analytical, well written, frank, and candid. It covered in detail two areas 
that PCRs generally tend to avoid, namely, corruption and governance. Lessons learned were 
insightful. Overall, the PCR was satisfactory.  
 
C. Data Sources for Validation  

30. The sources of data for this validation were: (i) project report and recommendation of the 
President, (ii) related project documents (back–to-office reports and aide-mémoire of ADB 
missions and related correspondence), (iii) ADB’s PCR, and (iv) the government’s PCR. 
 
D. Recommendation for Independent Evaluation Department Follow-Up  

31. The PCR’s view was that it would be desirable to assess the impact of the project’s 
interventions but, owing to the precarious security situation in the project area, no mission 
should be fielded to conduct an evaluation in the foreseeable future. This validation report 
concurs with the PCR recommendation.  
 



 

 

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

 
 

On 19 October 2011, the Independent Evaluation Department (IED) circulated the draft 
validation report for interdepartmental comments. IED received comments from the Pakistan 
Resident Mission, Central and West Asia Department, on 28 October 2011. The relevant 
comments were duly incorporated in the final draft, and there were no further comments from 
the resident mission. 
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