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I. PROJECT DESCRIPTION 

A. Rationale  

1. The Local Government Finance and Governance Reform (LGFGR) Sector Development 
Program was approved on 3 November 2005 and comprised a $300 million program loan, a $30 
million project loan, and a technical assistance (TA) grant of $500,000. The program loan was a 
single tranche loan but was envisaged as phase 1 (2004–2006) of a two-phase program. The 
objective of the program loan was to enhance the effectiveness and efficiency in delivering basic 
public services by strengthening the policy, legal, and regulatory framework for decentralization, 
and developing the capacity of local government in Indonesia. Focused on information systems 

 



 2 

and computerization, the project loan sought to implement reforms in public expenditure and 
financial management while the TA aimed to help strengthen the capacity of the new institutional 
mechanisms to coordinate decentralization reforms (para. 8). 

2. Indonesia embarked on a decentralization program in 1998, yet, despite the strong 
macroeconomic environment and the progress in political and fiscal devolution, regional 
disparities in poverty and access to resources persisted. The report and recommendation of the 
President (RRP)1 noted that decentralization has the potential to deliver significant benefits by 
bringing service delivery closer to the final beneficiaries. However, this presupposed that local 
governments would have the capacity and resources to fund and deliver such services. 

3. The RRP noted that during 2001–2005, the Government of Indonesia, the Asian 
Development Bank (ADB) and other development partners reviewed the effectiveness of the 
decentralization reform program. A key finding was that the speed and complexity of 
decentralization in Indonesia had resulted in gaps and inconsistencies in the policy, legal, and 
regulatory framework. Substantial strengthening and streamlining of the legal and regulatory 
foundation was needed to realize the benefits of decentralization. In addition, improving 
modalities for financing improvements was urgently needed to strengthen delivery of public 
services in the regions while ensuring that capacity was strengthened to enable this. 

4. Neither the program and project completion report (PCR)2 nor the RRP discussed the 
rationale for providing a program loan to achieve this, although the RRP noted that a 
consistent finding of lessons from other ADB reform programs is that the challenges in 
implementing policy reforms on this scale are overwhelming in terms of the adjustment costs 
and political and institutional arrangements for effective implementation. The validation 
considers the program loan approach appropriate as it can help support the costs of the 
reform program, while project and TA support can help in the implementation.  

5. ADB worked with the government during 2003–2005 in formulating action plans for 
reform. This engagement over a period of time in policy discussions prior to approval of the 
program is a key element of ADB program lending support, as is the strong commitment of the 
government to the reform agenda demonstrated during this dialogue.  

B. Expected Impact  

6. The LGFGR was expected to result in a more effective and efficient delivery of basic 
public services by local governments. While this is included in the RRP design and monitoring 
framework (DMF), the DMF focuses much more on this being measured largely through 
budget and financial indicators such as more equitable and efficient fiscal transfers, increases 
in special purpose grants through greater devolution of centrally financed initiatives, increases 
in regional spending, improved financial reporting and enhanced access to local government 
financial information. However, no specific targets were included other than “increases and/or 
improvements” and no baseline conditions were cited, although increases in financing and 
spending could be measured easily as budgets for the preceding years exist.  
  

1   ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loans and 
Technical Assistance Grant to Indonesia for Local Government Finance and Governance Reform Sector 
Development Program. Manila. 

2  ADB. 2012. Completion Report: Local Government Finance and Governance Reform Sector Development Program 
in Indonesia. Manila. 
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7. The DMF does not include any impact indicators or targets for actual effectiveness of 
delivery of services, or improvements in government capacity, although these are clearly part 
of the stated objective. However, the impact assessment part of the PCR did report on user 
satisfaction on service delivery. Likewise, outcomes similarly focus on financial and budget 
measures, rather than effectiveness of delivery of services. 

C. Objectives or Expected Outcome  

8. The objective of the LGFGR is to enhance the effectiveness and efficiency of delivery of 
basic public services by strengthening the policy, legal, and regulatory framework for 
decentralization and developing capacities at the local government level. Phase 1 of the 
program aimed to increase accountability in the management of local government finances—the 
stated outcome in the RRP and DMF. 
  
9. Phase 2 of the program would be derived from the national action plan for fiscal 
decentralization (NAPFD), to be prepared under phase 1. It would focus on achieving 
streamlined functional responsibilities between different levels of government and a more 
equitable framework for intergovernmental fiscal relations to ensure that adequate funding 
follows functions.  

10. The policy actions supported by the program loan were expected to promote greater 
accountability in the management of local government finances and were structured around five 
outputs, but the RRP provided no further details of expected outcomes. The outcome indicators 
included in the DMF relate to achievement and specific impact of these outputs on budgets and 
financial management and not on service delivery per se: (i) enhanced intergovernmental 
coordination in implementing decentralization reforms; (ii) participating local governments 
prepare regional budgets, work plans, and financial statements in accordance with legal and 
regulatory requirements; (iii) time frame for consolidation of financial data from regional 
government is decreased by 25% between 2004–2007; (iv) financial information filed by local 
governments increased by 50% between 2004–2007; (v) increase in public access to financial 
information between 2004–2007; (vi) increase in number of perdas (regional regulation) on 
taxes and charges submitted to the Ministry of Finance (MOF) and Ministry of Home Affairs 
(MOHA) for review between 2004–2007; and (vii) 50% of perdas on taxes and charges 
reviewed and evaluations issued by MOF and MOHA within mandated time frame.   

D. Components and Outputs  

11. The program loan was structured around five outputs: (i) enhanced intergovernmental 
coordination and development of the NAPFD; (ii) strengthened and harmonized framework for 
regional autonomy; (iii) strengthened, rationalized, and harmonized framework for 
intergovernmental fiscal relations; (iv) strengthened and harmonized framework for planning, 
budgeting, and financial management; and (v) enhanced awareness of public expenditure and 
financial management (PEFM) reforms and modernization of the financial management 
information system. Elaboration of these outputs is provided below.  

12. The program loan was a single tranche loan with no further tranche conditions after 
approval. The RRP (Appendix 3) included a policy matrix setting out the key policy actions 
under the five output areas that had been achieved by the approval date. Further policy 
developments and action on all of these were part of the program implementation, and are 
discussed below. The RRP (Appendix 4) included a matrix setting out the development 
strategies and actions to be taken in preparing the NAPFD, including the time frame over 2006–
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2009. The PCR only briefly referred to the NAPFD although it was a key document in providing 
a medium-term plan and for processing the second-phase loan.  

13. The project loan included five components to implement reforms in PEFM through 
development and upgrading of a financial management information system, plus a project 
coordination unit (PCU): (i) upgrade and expand electronic access to the regional fiscal 
information system (SIKD) by 100 local governments; (ii) computerize the new Directorate 
General  of Regional Financial Management (BAKD) at the MOHA to enhance oversight of 
PEFM reforms; (iii) develop and implement regional financial management information systems 
(SIPKD) in 71 local governments; (iv) streamline and computerize the system at the MOF for 
review of local perdas and draft perdas on taxes and charges for consistency with higher laws 
and regulations; and (v) develop a certification program at the MOF for regional financial 
administrators. The project loan provided for both hardware and software, and consultant inputs. 
Again, more details on these are provided in section II B below. 

E. Provision of Inputs  

14. The program loan of $300 million was disbursed in a single tranche on loan effectivity. 
The loan proceeds were to be used to finance eligible imports and no problems were reported in 
the PCR on this. The total estimated cost of the project was $42.88 million. The loan of $30 
million was to provide hardware and software and consulting services, although the PCR was 
not clear on the allocation of the loan funds—about $17 million was estimated for hardware and 
software and $10 million for consulting services (RRP, Appendix 7 and 8). Approximately 3,266 
person-months of consulting services were provided for, consisting of 3,242 person-months of 
domestic consulting services and 24 person-months of international consulting services. Firms 
were to be engaged under several packages using the quality- and cost-based selection 
method.  
 
15. The PCR indicated that 11 of the 13 packages were cancelled due to problems in 
procurement and lack of regional governments’ interest in adopting the regional SIKD. The PCR 
suggested this was largely due to the procurement delays, including problems with ADB 
procedures. The PCU package seemed to have gone ahead, along with some of the package 
for development and implementation of the SIPKD, but the PCR was unclear on this, reporting 
that $4.09 million was disbursed under the loan. The PCR appendix 4 indicated the canceled 
packages, while Appendix 5 summarized the loan disbursements by year. However, the 
appendixes did not present what these are actually related to (i.e., which package and whether 
hardware, software, or consulting services) or compares them with the appraisal estimate for 
these two packages.   

F. Implementation Arrangements  

16. For the program loan, the MOF was the executing agency, and the MOF, the MOHA, and 
National Development Planning Agency (Badan Perencanaan Pembangunan Nasional 
[BAPPENAS]) were the implementing agencies. For the project loan, the MOHA was the 
executing agency, and the MOF and the MOHA were the implementing agencies. A PCU and a 
project implementation unit (PIU) were also established to ensure a smooth implementation. It is 
noted that having parts of the program implemented by MOF and parts by MOHA created 
problems. The PCR mentioned the MOF’s request for a merger, but it is unclear what changes 
were actually made, if any. 
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17. The TA included in the program was designed to provide support to the Regional 
Autonomy Advisory Council (DPOD) technical working group members and staff, and would 
include preparation of technical studies supporting the need for reforms, developing frameworks 
for analytical work, monitoring the DPOD’s performance in promoting reforms, holding 
workshops and seminars to disseminate findings, and building consensus on the need for 
reforms with key stakeholders. The total cost of the TA was estimated to be $625,000 
equivalent, of which $236,000 was the foreign exchange cost and $389,000 equivalent was the 
local currency cost. ADB supported it with a grant fund for $500,000 million. The TA provided 50 
person-months of consulting support, including 8 person-months of international consulting 
services and 42 person-months of domestic consulting services, to be implemented over a 12-
month period starting in February 2006 and ending in January 2007. The executing agency for 
the TA was the Directorate General of BAKD in the MOHA. The TA was completed before the 
procurement delays noted above could be resolved, and thus was no longer able to assist in 
trying to solve the issues. The TA completion report rated the TA performance less than 
successful. More consideration needs to be given to such timing in future programs. The PCR 
indicated that loan covenants were substantially complied with (PCR, Appendix 2).  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

18. The PCR did not provide a consolidated rating for relevance for the LGFGR as a whole. 
However, it rated the program design highly relevant to the decentralization agenda and local 
government reform agenda, noting that the program loan was timely and that it supported the 
project loan by providing regulations requiring financial reports (this is an odd assessment as the 
project loan was meant to be supportive of the program loan agenda). However, the project loan 
was only partly relevant. The downgrading was related to the project design not anticipating the 
difficulties in procurement.3 It also referred to the impact and outcome of the project loan as being 
consistent with the government’s agenda and ADB country operational strategy, though, most of 
the project loan was not implemented at all and thus could not have much of an impact at all.  

19. The PCR provided some elaboration supporting a relevance rating, noting that the 
program loan was formulated in line with the government’s 2004–2009 National Medium-Term 
Development Plan (RPJM) and National Development Agenda 2004–2009, and provided some 
rationale. It noted that the RPJM was consistent with ADB’s country operational strategy—again 
an odd way of putting this as it would seem more appropriate that the country operational strategy 
would be consistent with the RPJM, which supported decentralization and improved governance. 
It also noted that ADB’s Country Strategy and Program (CSP) 2006–2009 supported improved 
decentralization among its five support areas.  

20. The validation supports the relevance of the program as a whole on both the government 
needs and agenda and ADB’s strategies. ADB had supported the government since 1998 in the 
formulation and implementation of decentralization laws. ADB’s CSP for 2002 included an 
emphasis on improvements in governance and meeting local needs through decentralization. 
ADB engagement with government during the design period in 2003–2005 reinforced this. It might 
be noted, however, that the strategic goal for this priority area of support included in the CSP 
2006–2009 referred to a greater fiscal and human capacity for sustainable service delivery, but 
measures included emphasis on budgetary, financial, and fiscal accountability concerns, not 
service delivery capacity and quality. 

3  The PCR actually refers to the program design in the last sentences of para. 47 being inadequate, but the text is 
referring to the project loan at this point, and thus presumably this is loose wording. 
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21. As a single tranche loan, the program loan was front-loaded with conditions, and 
envisaged continued policy dialogue and engagement between the government and ADB. The 
LGFGR was designed to lead to a phase 2 program loan, which became a second LGFGR loan. 
The design was appropriate for an ongoing reform program and the validation rates this relevant. 
The project loan was also designed to be supportive of the program, helping develop a financial 
management information system, but as discussed above, most packages were canceled due to 
procurement delays and design problems. The validation supports the PCR’s highly relevant 
rating for the program loan and less than relevant rating for the project loan as. Overall, the 
validation rates the program as relevant, given the scale of the program loan and its purpose and 
relevance, despite concerns about the project loan. 

B. Effectiveness in Achieving Project Outcome  

22. The PCR rated the program loan effective, stating that it met the principal objective of 
enhancing the effectiveness and efficiency of the delivery of basic public services by 
strengthening the policy, legal, and regulatory framework for decentralization and developing local 
capacities. However, the PCR provided little discussion on outcome achievements, focusing 
instead on achievement of outputs.   

23. The PCR provided a column in the performance targets part of the DMF briefly indicating 
status of progress; this provided some data on achievement of performance targets for impacts 
and outcomes. However, impacts are not solely attributable to the program loan although they 
indicate improved satisfaction ratings for health and education and a more equitable allocation of 
funds while outcomes are output level achievements (e.g., improvements in time delays in 
reporting, increased number of budget submissions). This reflects that in the RRP, the DMF 
hierarchy of objectives between goal and outcome levels could have been constructed differently, 
with greater emphasis on specific program objectives and outcomes, such as increased regional 
spending and improved financial reporting, and these could perhaps have been designated as 
outcome indicators. The higher impact level indicators relating to decentralization leading to 
improved service delivery could then have been left as the main impact level indicator.  
 
24. Regarding the progress during 2003–2005, the PCR viewed this as having been a period 
of important progress and consolidation in the new era of fiscal decentralization. It referred to a 
more settled policy and regional framework having emerged after the frenetic early years from 
1999. The PCR could have provided more on (i) finalizing a comprehensive package of financial 
laws and regulations reaching down from the central government to the provinces and cities; 
(ii) commencing the work of improving coordination across central and regional governments, 
in part by efforts  to strengthen the DPOD; (iii) designing and introducing improvements in the 
system of intergovernmental financing—especially the transfer system; (iv) preparation of a 
sector-wide medium-term plan—the NAPFD— to guide the medium-term approach to sector 
reform and strengthening; (v) drafting of a taxation reform bill to strengthen the local tax base; 
and (vi) making major longer-term efforts to strengthen financial systems, institutions, and 
human capacities at decentralized levels with financial support from ADB and other 
development partners. The PCR provided rather limited information on achievements of the five 
outputs (para. 11). 

25. Project loan: the PCR rated this less effective. As noted in the PCR, 11 of the 13 contract 
packages were canceled with only the PCU and SIPKD going ahead; not enough evidence was 
provided on the effectiveness of the PCU, or the SIKD components (although the PCR noted that 
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delayed hardware procurement affected this) to assess the project being rated less effective or 
even ineffective, but the less than effective rating is endorsed. 

C. Efficiency of Resource Use in Achieving Outcome and Outputs 

26. The PCR assessed the program loan efficient, but provided no rationale, analysis, or 
information at all for the basis of this rating. The nature of the program did not lend itself to a 
financial or economic analysis, but the PCR noted that general economic benefits will accrue from 
improvements in national and local government operational efficiency through improved public 
expenditure performance and greater accountability. The loan documents indicate ADB 
engagement with the government in the reform program progressed and development of a follow-
on loan as an efficient process. There is no specific discussion on economic benefits but the PCR 
referred to the effectiveness and value of the reform program. The validation thus supports the 
efficient rating for the program loan. The PCR rated the project loan inefficient due to its low 
internal rate of return and net present value after the cancellations.  

D. Preliminary Assessment of Sustainability  

27. The PCR assessed both the program and project loans most likely sustainable. It is clear 
that the reform process has continued and government commitment remains, thus the program 
achievements appear sustainable. For the project loan, the PCR noted that the introduction of 
SIPDK to regional governments has improved local financial governance, the cancellation of the 
loan hardware being replaced by government procurement. The PCR cited evidence of continued 
government commitment to compliance, which was seen in the fact that 28 additional regional 
governments are preparing to, or continue to use SIPKD. Evidence thus suggests that this 
component of the project loan is sustainable, but more due to government activities and 
commitment as part of the reform program supported by the program loan, rather than the project 
loan. As noted above, other activities originally supported by the project loan have nevertheless 
gone ahead with government funding and commitment but without ADB’s involvement. Thus, the 
validation rates project performance likely sustainable.4  

E. Impact  

28. The PCR did not rate impact but provided a significant write up, based on achievements 
noted in the impact part of the program DMF. These relate to impact on public service delivery, 
and quotes improved satisfaction ratings for education, health, and water supply, from a 
decentralization survey in 2007 and census statistics. The PCR indicated these are the result of 
the improvements in regional government financial management and spending and in clearer 
responsibilities and regulatory frameworks. The program also assisted in improving the capacity of 
regional governments to raise revenue. However, on the downside, it is noted that improvements 
in social indicators have been uneven, with poverty rates remaining high in some agricultural 
areas. At the program impact level, other programs also influence such impacts and thus 
difficulties of attribution arise, but nevertheless the program has contributed to achievements of 
these. Based on this, a substantial impact is appropriate. 
 
 
 
 

4  The operations department did not agree with the revision of the rating in the draft validation report. 
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III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Performance of the Borrower and Executing Agency 
 
29. The PCR rated the performance of the MOF as the executing agency for the program loan 
satisfactory, and the MOHA as executing agency for the project loan partly satisfactory. The 
government has demonstrated its commitment to the decentralization reform agenda both 
before and during the program period, and continued to do so after as the second LGFGR 
loan was processed and implemented. As noted above, there has been demonstrable 
progress in policy and institutional reforms with the MOF, the MOHA, and BAPPENAS during 
and after the program.  

30. Performance on the project loan was mixed. The PCR noted that the establishment of a 
directorate general of BAKD in the MOHA was a show of commitment for the implementation of 
SIPKD, and BAKD was enthusiastic and capable of fulfilling its obligations and responsibilities per 
the loan agreement and the implementation plan. However, as noted above, problems emerged 
during project implementation due to procurement delays in the recruitment process for consulting 
services (perda [notably tax regional regulations]) and BAKD’s international shopping 
components) and also the procurement of the SIPKD and/or regional SIKD hardware and/or 
software. The PCR noted that this led to a decline in the program implementing units‘ commitment 
and support to implementing their respective procurement packages, resulting in the cancellation 
of the these packages. However, the programs went ahead (presumably using their own 
resources), demonstrating their commitment to the program if not to the project loan. The 
validation endorses the rating of the PCR for both program and project loans. 

B. Performance of the Asian Development Bank  

31. The PCR rated ADB’s performance satisfactory for the program loan and partly 
satisfactory for the project loan. The validation supports these ratings. ADB worked closely with 
the government over a 2- to 3-year period in helping formulate the decentralization reform 
program and in formulating the areas to be included in the policy matrix. This continued during 
program implementation, with 10 review missions from July 2006 to August 2010, during which 
ADB and the government worked together to ensure that the actions were accomplished in a 
timely manner and sustainable for future programs. For the project loan, however, problems arose 
over procurement procedures that caused major delays and eventual cancellation of most of the 
loan packages. The PCR explanation of these problems is unclear, but there seems to have been 
a breakdown of involvement and/or understanding between the ADB program team and ADB‘s 
Indonesia Resident Mission in Jakarta, the design and implementation process not involving them 
sufficiently, losing this local knowledge and experience. Thus, a waning focus on the part of ADB 
is implied, shifting away from the progress of the project loan in 2007 with greater emphasis 
during missions being on the reform program and planned phase 2 loan.5 

C. Others  

32. Being a program loan, consideration of financial and legal reform processes, issues such 
as governance, anticorruption activities, and fiduciary assessment were all included within the 
program. The PCR noted that at the time of program formulation, gender mainstreaming was not 
emphasized. However, the follow-on program loan LGFGR 2 incorporates gender considerations 
in policy and regulatory formulation. 

5  Independent Evaluation Department. 2011. Final Review Validation: Indonesia Country Strategy and Program, 
2006–2009. Manila: ADB (para. 13). 
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

33. The PCR assessed the project successful. The present validation supports the overall 
rating as well as the ratings of individual components (see table) except for sustainability of the 
project loan. The sustainability of the project is downgraded from most likely sustainable to likely 
sustainable since the project could not be implemented as designed, although the government 
has continued to implement the project components as per its own standards. The PCR quality 
is rated satisfactory although it could have improved the clarity by including further evidence 
especially in the section describing outputs.  

Overall Ratings 

 Criteria PCR IED Review Reason for Disagreement 
and/or Comments 

Relevance:  Program Loan Highly relevant Highly relevant  
Project Loan Partly relevant Less than 

relevant 
 

Effectiveness in 
Achieving 
Outcome: 
 
 
 

Program Loan Effective Effective  
Project Loan Less effective Less than 

effective 

Efficiency in 
Achieving 
Outcome and 
Outputs: 

Program Loan Efficient Efficient  
Project Loan Inefficient Inefficient  

Preliminary 
Assessment of 
Sustainability: 

Program Loan Most likely Most likely  
Project Loan Most likely Likely Downgraded as most of the 

project components were 
canceled and while many of 
the activities went ahead 
without ADB project loan 
assistance, this was not due 
to the project loan, and thus 
most likely sustainable gives 
a wrong impression. 

Overall 
Assessment: 

Program Loan Successful Successful  

Project Loan Partly 
successful 

Less than 
successful 

 

Borrower and 
Executing 
Agency: 

Program Loan Satisfactory Satisfactory  

Project Loan Partly 
satisfactory 

Less than 
satisfactory 

 

Performance of 
ADB: 

Program Loan Satisfactory Satisfactory  
Project Loan Partly 

satisfactory 
Less than 
satisfactory 

. 

Impact:  Not Rated Substantial  

Quality of PCR:   Satisfactory The PCR could have 
improved the clarity by 
including further evidence in 
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 Criteria PCR IED Review Reason for Disagreement 
and/or Comments 

the section describing 
outputs. However, lessons 
and recommendations 
sections are pertinent. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program/project completion 
report. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source: ADB Independent Evaluation Department. 

B. Lessons  

34. The PCR identified several pertinent lessons, notably that policy reforms take time and this 
should be taken into account in TA design. There was also a time lag between adoption of 
reforms and effective enforcement, which future designs should take into account; flexibility and 
providing sufficient time are key. Targets and expected outputs should be realistic and not be too 
ambitious in scale. 

35. On the reform process side, close consultation involving the government, ADB, and other 
development partners is important for success, strengthening the government‘s ownership and 
increasing the potential for buy-in. Commitment of all stakeholders, regional as well as the 
national government, is essential. Effective coordination and information sharing are essential to 
successfully implement a project involving government agencies and numerous stakeholders.  

36. Early consultant support should be provided to the executing agency to assist in the 
design of procurement procedures. More consideration needs to be given to procurement 
concerns when designing a program and project such as this involving information technology 
hardware and software, which require a precise and timely procurement process due to the fast- 
changing pace of technology and the risk of obsolescence.  

C. Recommendations for Follow-Up  

37. The PCR included several recommendations, which the PVR supports. Notably among 
these for broader adoption are (i) the need for ongoing monitoring of reforms beyond the loan 
period for a reform program such as this, and (ii) greater involvement of resident mission staff 
during design and implementation, notably in procurement concerns. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

38. Developing a rigorous DMF for a reform program is not easy, particularly at the outcome 
level, and greater attention is needed in formulating what specific outcome the program is trying to 
achieve. The hierarchy of objectives is important, and delineation of outcome and goal level 
objectives can be debatable. This program formulated some higher impact level indicators relating 
to decentralization leading to improved service delivery, which are appropriate and which were 
measurable through government surveys and reported on in the PCR. However, the other 
identified impact measures related to increased regional spending and improved financial 
reporting, which could perhaps have been designated as outcome indicators, could again be 
reported on and would show clearer program achievements than the more output-oriented ones 
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such as reduction in time delays. The achievements under the program were closely monitored by 
ADB during program implementation, as part of the process for a follow-on program loan, and 
have been utilized in the formulation of the second loan.   

B. Comments on Project Completion Report Quality 

39. The PCR is of variable quality. Its ratings, lessons, and recommendations are all sound. 
However, parts of the text are unclear in places and are not easy to follow (e.g., the sections on 
the project loan, and what was canceled or implemented, at what cost; and the section on 
consultant recruitment and procurement). The section on program outputs is quite lengthy, 
perhaps necessarily so, but provides little actual evidence of achievement and effectiveness of 
most of these activities. While Appendix 1 and 2 provide detailed information on the results and 
compliance with the loan covenants, the PCR could have improved clarity by including further 
evidence especially in the section describing outputs. The PCR could have drawn much more 
from the documents related to the preparation of the second phase loan (which provided a brief 
midterm review for this project) and subsequent documents that would have been prepared in 
processing the new loan in discussing the effectiveness of the phase 1 program. The sections on 
lessons identified and recommendations are pertinent. Therefore this validation, in balance, 
rates the PCR quality satisfactory. 

C. Data Sources for Validation 

40. The primary sources for the validation were the PCR and the RRP. Ten back-to-office 
reports (BTORs) were provided covering the period April 2006 to August 2008, the last five of 
which focused more on the project preparatory technical assistance and fact finding for LGFGR 2. 
The August 2008 mission was designated as the appraisal mission for LGFGR 2 and the midterm 
review for LGFGR phase 1. However, the midterm review appears to have received only minor 
mention (one paragraph in the text), the focus being on the phase 2 loan appraisal; apart from this 
BTOR, no attachments were provided with the BTORs. 

D. Recommendation for Independent Evaluation Department Follow-Up 

41. As this program loan led directly into a second program that is ongoing, a separate 
program and/or project evaluation report (PPER) on this phase may not have much value and 
might best be done after the second program is completed. However, there would be value in 
examining the program as part of a special study of reform programs, looking for lessons learned, 
either at the national level or as part of a study on financial management and decentralization. 
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