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I. PROGRAM DESCRIPTION 

A. Rationale  

1. The Decentralization Support Program (DSP)1

 

 sought to introduce reforms focused on 
re-engineering the role of federal, provincial and local government. It included the creation of a 
full-fledged, third tier of government, comprising democratically elected councils in districts, 
subdistricts, and unions. The DSP consisted of four loans totaling $300 million, to expedite 
poverty reduction and improve governance in Pakistan. The government had initially 
demonstrated its commitment through the Decentralization Plan of 2000 and reaffirmed its 
intentions again in 2001 through the Interim Poverty Reduction Strategy. The scope of the 
decentralization reforms was arguably the boldest ever undertaken in Pakistan. The legal 
framework for these reforms, including ordinances for accounting, auditing, the police, and local 
government were already in place.  

2. Political decentralization, the first step in the governance reforms, took place over a 
remarkably short period, during March 2000–August 2001, when elections were held for 
representative local government councils. Signaling the importance of equity in decentralization, 
a key break from Pakistan’s political past was accomplished with an increased quota for women 
representatives (30%). The DSP was designed to finance the medium-term costs of 
implementing fiscal decentralization, and to develop capacity in priority areas including gender 
reforms. 
 
B. Expected Impact  

3. The anticipated results of the DSP included reorganization of state structures, especially 
fiscal arrangements; decentralization of delivery of basic services; and improved accountability 
of political and administrative systems. These were expected to enhance poverty reduction and 
improve public access to equitably-delivered sustainable services. 
 
C. Objectives or Expected Outcomes  

4. The objectives of the DSP were to improve local government representation, and 
efficiency, leading to improved service delivery through fiscal support for reforms in policy, legal, 
technical, and fiscal domains. The reform agenda was structured around three policy outcomes 
(i) improved federal support for decentralization including gender and social development 
reforms; (ii) effective and sustainable province–local intergovernmental relations, and; 
(iii) strengthened local government institutions managing resources accountably and equitably. 
 
5. The program scope covered (i) federal institutions and agencies responsible for 
decentralization, finance, women’s development, supreme auditing institutions, and accounting; 
(ii) provincial institutions responsible for intergovernmental fiscal, policy, regulation, and 
technical support; and (iii) political and administrative organs of local government in the districts, 
subdistricts, and unions. Capacity development outcomes were to be leveraged with the two 
technical assistance (TA) loans (TA 1937 and TA 1938).  
 

                                                
1 ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Program and 

Technical Assistance Loans to the Islamic Republic of Pakistan for the Decentralization Support Program 
(Loan 1935/1936-PAK). Manila 
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D. Components and Outputs  

6. Each of the three policy outcomes included a number of components and outputs. 
The first policy outcome was sufficient and effective federal support for decentralization and 
related reforms. It comprised the following components: (i) laws and regulations to underpin new 
institutional arrangements; (ii) fiscal restructuring to transfer fiscal powers and resources to 
provinces and local governments; and (iii) capacity development for provincial and local 
government staff for them to adopt and fully practice new systems and procedures for 
decentralized governance, especially for agencies responsible for accounting, auditing, gender, 
and social development.  
 
7. The second policy outcome was effective and sustainable provincial–local 
intergovernmental relations. As the Asian Development Bank (ADB) and the World Bank-
supported provincial programs were already in operation in Khyber Pakhtunkhwa, Punjab, and 
Sindh, the DSP was only to augment technical and budgetary support for them. However, the 
DSP was to support Balochistan more heavily in terms of targeted reforms. The related outputs 
were to be in the following areas: (i) provincial government led technical support, training, and 
mentoring of local governments; (ii) provincial government led regulation of local government; 
and (iii) intergovernmental fiscal transfers and revenue mobilization. 
 
8. The third policy outcome was for local government institutions to manage resources 
accountably and equitably. This included two components: (i) local government planning, 
budgeting, finance management, and auditing systems, and (ii) public access, accountability, 
and performance management in local governments. The first included the appropriately 
sequenced implementation of federally endorsed and provincially decreed systems for revenue 
mobilization, planning and budgeting, accounting, procurement, and auditing. The second was 
to focus on progressive improvements in public access to information, accountability of 
administrators and elected leaders in citizens' interests, and a shift toward a performance 
orientation in key aspects of local government business.  
 
9. In addition, the two TA loans (TA 1937 and TA 1938) totaling $30 million were to be 
used to support federal agencies (Controller General of Accounts, Pakistan Auditor General, 
and National Reconstruction Bureau), provincial agencies, and local governments. These were 
to strengthen capacities in core planning, financial management, procurement, and auditing. 
Eleven priority themes were identified for capacity development activities. These are listed in the 
program completion report (PCR).2

 
 

E. Provision of Inputs  

10. The program was prepared as a quick-disbursing, two-tranche program loan. The  loan 
tranches were released (with a delay of 6 months) upon fulfillment of the loan conditions 
(6 conditions for the first tranche and 11 conditions for the second). Two TA loans were issued 
(TA 1937 and TA 1938). TA 1937 aimed to enhance local government performance, while TA 
1938 was for implementation of the Gender Reform Action Plan. However, TA loans 1937 and 
1938 remained largely unutilized. Despite the fact that the TA loans were kept open until mid-
2009, only 18.2% of TA 1937 and 1.6% of TA 1938 were used. The PCR provides information 
on the use of the DSP to channel additional support to the Pakistan government for emergency 
rehabilitation and reconstruction efforts in the earthquake-affected areas of the country. The 
                                                
2 ADB. 2009. Program Completion Report: Decentralization Support Program (Pakistan) (Loans 1935-PAK, 1936-

PAK, 1937-PAK, and 1938-PAK). Manila. 
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Board approved the use of up to $105 million from seven ADB–financed loans. Around 
$84.8 million was channeled through the DSP. 
 
F. Implementation Arrangements  

11. The Ministry of Finance (MOF) was the executing agency for the program loans, as well 
as for the two TA loans. A National Program Steering Committee was established to review and 
coordinate the overall progress of the DSP, particularly in promoting federal–provincial liaison 
and coordination efforts. The PCR also noted the support of various related TA projects from 
ADB, as well as from the governments of Canada, the Netherlands, and the United Kingdom. 
This validation concurs with the finding of the PCR that the performance of the consultants hired 
under the TA loans was satisfactory.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

12.  The PCR rated the program highly relevant and noted that the DSP was consistent with 
ADB's Country Strategy and Program (2003–2005) 3  at approval and remained so during 
implementation. It was also consistent with ADB's Poverty Reduction Strategy 4

 

 and the 
development thrust of the Government of Pakistan. The DSP also conformed to the International 
Monetary Fund and World Bank's Interim Poverty Reduction Strategy Papers. It visualized the 
process of decentralization as an enabling factor for poverty reduction and for more effective local 
service delivery. In the development policy letter, the Minister for Finance and Economic Affairs 
referred to the importance of the DSP in relation to Pakistan's Three-Year Poverty Reduction 
Program. The poverty reduction program had been built on the framework of an earlier ADB TA 
project (TA 3621) on fiscal decentralization and gender reform.  

13. However, as noted in the PCR, the federal government failed to adequately consult with 
the provincial and local governments on the sequencing and manner of decentralization, which 
resulted in the ambivalent performance of subnational government. The DSP also had design 
limitations. Although the report and recommendation of the President (RRP) was candid in 
describing the prevailing ground conditions, the scope of the DSP was vast, and some of its 
features were not fully specified in the design. The program was open-ended and did not take into 
account the limited capacity of the government agencies.  
 
14. The RRP did not specify that the DSP was creating core fiscal and political structures in 
more than 6,000 unions, spread across more than 300 subdistricts and 100 districts. The RRP 
acknowledged that the task of decentralization to third-tier governments in a federal–provincial 
set-up was a long-term process; however, the DSP did not limit its focus, either in terms of the 
scope of its activities or geographical area. The RRP did not specify the sequencing of steps 
required for implementing the ambitious program. It acknowledged that in 3 of the 4 provinces, 
ADB and the World Bank already supported stand-alone initiatives focused on governance, but it 
did not spell out their features; although the issue was raised during internal processing. Further, 
in the beginning, the ownership of the reforms was not widely shared. The terms “decentralization” 
and “devolution” have also been used interchangeably; whereas the RRP refers to 
decentralization, the 2004 progress report emphasized devolution. Due to these limitations in the 
design, this validation rates the program relevant. 
 

                                                
3 ADB. 2002. Country Strategy and Program (2003-2005): Pakistan. Manila. 
4 ADB. 2001.  Medium-Term Strategy (2001-2005). Manila. 
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B. Effectiveness in Achieving Program Outcomes  

15. The PCR records the progress of the implementation of the DSP against the policy matrix 
rather than the program framework, which was designed to measure results. For this reason, this 
validation finds the report on program outputs incomplete.  
 
16. The first component of the program was on federal support for decentralization and related 
reforms, including gender and social development. The PCR noted that the transfer of additional 
financial resources to provincial and local governments augmented financial transfers at lower 
levels, primarily financing salaries and operating costs (leaving little for development expenditure). 
The DSP strengthened accountability in processes and procedures for public financial 
management, although the task has not yet been completed. While accounting and auditing 
functions were separated to avoid conflict of interest and improve governance, and accounting 
functions in the districts have largely been mainstreamed into the national accounting system, 
additional efforts were needed to extend these functions to the subdistricts and unions. The PCR 
noted that the modality of the transfer (a single line item in the budget) and the nature of the data 
(its budgetary classification as opposed to functional categories) did not permit assessment of 
funds by sector (e.g., education or health).  
 
17. The second component was on sustainable provincial–local intergovernmental relations. 
As per first tranche conditions, local government commissions (LGCs) were established in the four 
provinces. The LGCs' initial operations were, however, hampered until local government 
ordinance (LGO) provisions were implemented, establishing separate secretariats and budgets for 
the commissions. As such, the operational development of the LGCs took longer than expected. 
The PCR noted that Provincial Finance Councils had been established and were fully functional. 
Further, provinces had instituted performance-based grants and matching grants for preferential 
transfers, to support key policies on gender, poverty, and local revenue mobilization. All four 
provinces instituted new local government budget rules, and district governments continued to 
abide by them in their budget preparation. However, more training support was needed, 
particularly for lower levels of local government. Likewise, the implementation of accounting and 
internal control in local governments was only partially achieved. Similarly, implementation of 
internal audit functions by local governments was delayed, mainly because of the lack of 
adequate internal audit institutions and weak capacity in federal and provincial government.  
 
18. The third component was on local government institutions’ managing resources in an 
accountable and equitable way. Although a baseline audit of governance and the delivery of 
public service was conducted in 2002 and repeated in 2004, the government did not conduct 
further surveys, citing the expenses incurred in the process. No proposals have been made to 
undertake future surveys. The transparency of local government operations and the 
implementation of LGO requirements was a condition for the release of the second tranche. 
However, progress has been slow and implementation incomplete. A number of districts are 
moving ahead but compliance has been varied. The requirement for the district ombudsman’s 
office to be established has been only partially met. 
 
19. Although the PCR provides some evidence on the achievement of results, information on 
other substantial targets is incomplete. The PCR does not report in detail on the outputs, 
outcomes, and indicators enumerated in the program framework; thus, effectiveness cannot be 
verified. Further, no quarterly reports have been submitted for the DSP, neglecting a valuable 
instrument in tracking progress. Moreover, a large proportion of loan funds under TA 1937 and TA 
1938 remained unutilized. Capacity development and securing development gains were 
contingent on these TA loans. TA 1938 was declared effective late in the program cycle, 
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alongside the release of the second tranche of loans, 1935 and 1936. This late release limited the 
loans’ leverage. This validation rates the DSP effective. 
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

20. This validation concurs with the rating given by the PCR that the program was less 
efficient in achieving the outcomes and the outputs. The main program loans were efficiently 
spent on what they were designed to accomplish; however, difficulties were experienced in 
securing the conditions for the disbursements of the TA loans, especially TA 1938. Putting the 
National Program Support Office and Provincial Program Support Offices into place took 
considerable time, and frequent turnover in personnel meant that building adequate capacity 
remained a chronic problem. Difficulty in recruiting high-caliber consultants posed an additional 
problem. Finally, ADB procurement procedures contributed to delays of 9 months or longer in 
implementation of approved projects. 
 
D. Preliminary Assessment of Sustainability  

21. This validation concurs with the PCR finding that the program is less likely sustainable 
over the long term. While the reforms put in place by the program might not be entirely reversed, 
and the allocation of funds to the local governments would continue, ADB is concerned about the 
commitment of the provincial bureaucracies to supporting a genuine devolution program. The 
PCR notes that while “provincial governments cooperated with DSP, the provincial bureaucracies 
were and continue to be ambivalent...". The real issue is that the post-devolvement 
responsibilities, particularly those of the provincial line departments, were not clearly defined, 
leaving these departments unsure of their role and resistant to loss of political power and 
administrative control. The revised LGOs are expected to shift some control back to provincial 
authorities (footnote 2, page 14). 
 
E. Impact  

22. The PCR does not provide details on the program’s impact based on the program 
development objectives. This is partly because the DSP, as designed, lacks specific details, and 
the monitoring and evaluation (M&E) system did not produce quarterly progress reports. The 
continuity of the reforms at the lowest levels of government are uncertain due to the lack of 
interest shown by the government in following through with policy actions for as yet unfulfilled 
tasks; and because of the ambivalence shown by the provincial governments in their role in 
maintaining devolved structures and processes. This validation rates the impact of the program 
moderate. 
 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

23. The MOF was instrumental in meeting the policy conditions, and steering policy dialogue 
within federal and local government toward facilitating compliance with loan conditions. The 
PCR noted that the MOF’s commitment faded after the release of the final tranche, and that the 
MOF did not provide adequate support for meeting the outstanding policy actions. Nevertheless, 
this validation concurs with the PCR and rates the performance of the borrower and executing 
agency satisfactory. 
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B. Performance of the Asian Development Bank  

24.  This validation concurs with the PCR and rates the performance of ADB satisfactory. ADB 
coordinated closely with the federal, provincial, and local governments. The ADB Pakistan 
Resident Mission remained an active member of the National Program Steering Committee and 
participated in all its meetings. ADB was also at the forefront of the policy dialogue, a role which 
went beyond the tranche conditions. ADB joined with the International Monetary Fund and the 
World Bank, and the United Kingdom Department for International Development (DFID) in 
conducting comprehensive field research on the impact of the decentralization reforms. In the 
process, a three-volume series called Devolution in Pakistan was published in 2004. This was an 
important contribution to the research on decentralization in Pakistan. Soon thereafter, another 
study by ADB and DFID, entitled Improving Devolved Service Delivery in the North-West Frontier 
Province and Punjab, was published, with ADB staff among the lead authors. Despite ADB’s 
generally satisfactory performance, supervision of the DSP implementation could have been 
better. 
 
C. Other  

25. The PCR did not make an assessment of safeguards and other fiduciary aspects. Hence, 
this validation cannot assess this aspect of the program loan. On gender and development, the 
release of the first tranche required the issuance of LGOs that mandated 33% of local 
government elected seats to be filled by women. Release of the second tranche required 
cabinet approval and implementation of provincial and federal gender reform action plans. 
Although the Gender Reform Action Plan was approved in March 2007 (as a directional policy 
document for Khyber Pakhtunkhwa) its adoption was delayed, reducing its effectiveness. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

26. This validation concludes that the DSP, as designed and implemented, was consistent 
with the government's development policy. It was also consistent with ADB’s country operation 
strategy and program, as well as with its poverty reduction strategy. The program was well 
focused, although it was over-ambitious in its outreach and scope. The RRP was candid, and 
repeatedly cited the "formidable" risks facing the program. However, the design failed to take 
into account the limited capacity of the different government agencies involved in implementing 
reforms in about 6,500 entities. Despite delays in the effectiveness of TA loan 1938, and the low 
utilization of TA loan 1937, ADB remained oblivious to the fact that the capacity development 
measures would be unable to play the role that was envisaged in the DSP. The executing 
agency’s failure to submit quarterly reports should have triggered more stringent supervision. 
The PCR neglected to make use of the design framework.  
 
27. Multiple factors contributed to the partly successful rating of the DSP. There were ample 
indications that more supervision and better management of the program were required, 
especially as six areas were rated unsatisfactory in ADB's program performance report. Despite 
this, development objectives were being consistently reported to be satisfactory. 

Overall Ratings 
 PCR IED Review Reason for Disagreement/Comments 

Relevance Highly relevant Relevant Lack of consultations by the federal 
government on the design of the devolution 
process, resulting in weak ownership and 
implementation at subnational levels 
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Effectiveness in 
Achieving Outcomes 

Highly effective Effective  Outcomes reporting not based on the 
indicators in the program framework. The 
TA loans remained substantially unutilized  

Efficiency in 
Achieving Outcomes 
and Outputs 

Less efficient Less efficient  

Preliminary 
Assessment of 
Sustainability 

Less likely  Less likely   

Performance of 
Borrower and 
Executing Agency 

Satisfactory Satisfactory  

Performance of the 
Asian Development 
Bank 

Satisfactory Satisfactory  

Impact No rating Moderate  
Overall Assessment Successful Partly successful  Significant limitations and gaps in the 

design, combined with a lack of clear 
indicators of performance  

Quality of Program 
Completion Report 

 Satisfactory  

DSP = Decentralization Support Program, IED = Independent Evaluation Department, PCR = program completion 
report, TA = technical assistance. 
 
B. Identification of Lessons  

28. This validation agrees with the lessons identified in the PCR, especially noting the need 
for the appropriate sequencing of reforms, beginning with a strong national debate, consensus 
building, and policy formulation, all the way to capacity development and implementation.  
 
C. Recommendations for Follow-Ups  

29. This validation agrees with the recommendations of the PCR, especially in relation to 
future monitoring and follow-up. The PCR observed that the persistence of the MOF in following 
up the policy actions faded after the final tranche. This should have been expected. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

30. The PCR did not make any assessment of M&E design, implementation, and utilization. 
Hence, this validation has no basis for validating this aspect of the program loan. 
 
B. Comments on Program Completion Report Quality 

31. The report’s correlation between the facts and the results seen at the level of outputs 
and outcomes is clear. However, the report could have further discussed program outcomes 
and effects on institutional development, and reviewed the M&E system. 
 
C. Data Sources for Validation 

32. The data sources included the PCR, RRP, and program documentation. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

33. This validation recommends that a program performance evaluation be scheduled, due 
to the significant data gaps in the PCR.  



 

 

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

On 14 June 2010, the Independent Evaluation Department (IED) circulated the draft 
validation report for interdepartmental comments. IED received comments from the Pakistan 
Resident Mission on 25 June 2010. IED incorporated the relevant comments in the final draft 
and sent it back to the resident mission on 12 May 2011. The resident mission reviewed the 
final report, agreed with the changes made by IED, and had no further comments to offer. 
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