
 

Validation Report 
December 2017 

 

 

 

 

 

 

 

India: Mizoram Public Resource Management 
Program 
 
 

Reference Number: PVR-530 
Program Number: 41607-013 
Loan Number: 2536, 2537 



 

 

ABBREVIATIONS 
 

ADB – Asian Development Bank 

DMF – design and monitoring framework 

DOF – Department of Finance 

FY – fiscal year 

MPRMP – Mizoram Public Resource Management Program 

PCR – program completion report 

PSE – Public sector enterprise 

RRP – report and recommendation of the President  

SGM – State government of Mizoram 

TA – technical assistance 

 
 
 

NOTE 
 

In this report, “$” refers to US dollars. 

 
 
 

 

Director General 
Deputy Director General 
Director 
Team Leader 

Marvin Taylor-Dormond, Independent Evaluation Department (IED) 
Veronique Salze-Lozac’h, IED 
Walter A.M. Kolkma, Thematic and Country Division (IETC), IED 
Lucille Ocenar, Evaluation Officer, IETC, IED 

 
 
 
 
 
 
 
 
 
 
 

The guidelines formally adopted by the Independent Evaluation Department (IED) on avoiding 
conflict of interest in its independent evaluations were observed in the preparation of this report. 
To the knowledge of IED management, there were no conflicts of interest of the persons 
preparing, reviewing, or approving this report. The final ratings are the ratings of IED and may or 
may not coincide with those originally proposed by the consultant(s) engaged for this report. 
 
In preparing any evaluation report, or by making any designation of or reference to a particular 
territory or geographic area in this document, IED does not intend to make any judgment as to 
the legal or other status of any territory or area. 



 
 

 

PROGRAM BASIC DATA 

Program Number 41607-013 PCR Circulation Date Mar 2017 

Loan Numbers 2536, 2537 PCR Validation Date  Dec 2017 

Project Name Mizoram Public Resource Management Program 

Sector and 
Subsector  

Public Sector Management Public Expenditure and Fiscal Management 

Strategic Agenda Inclusive economic growth 

Safeguard 
categories 

Environment C 

Involuntary Resettlement C 

Indigenous Peoples C 

Country India  
 

Approved 
($ million)   

Actual 
($ million) 

ADB Financing 
($ million) 
 

ADF: 0.00 
 

Total Project Costs  134.32 108.74 

OCR:  
94.00 (Loan 2536) 
6.00 (Loan 2537) 

Loan/Grant 
2536 
2537 

 
94.00 

        6.00 

 
  94.00 

1.26 

Borrower 
2536 
2537 

 
32.96 

1.36 

 
12.38 

1.10 

Beneficiaries  0.00 0.00 

Others 0.00 0.00 

Cofinancier - Total Cofinancing 0.00 0.00 

Approval Date 
 

18 Aug 2009  
 

Effectiveness Date 
2536 
2537 

 
19 Oct 2009 
19 Oct 2009 

 
19 Oct 2009  
19 Oct 2009 

Signing Date 
2536 
2537 

 
17 Sep 2009 
17 Sep 2009 

Closing Date 
2536 
2537 

 
31 Jan 2013 
31 Jan 2013 

 
02 Mar 2015 
28 May 2015 

Program Officers 
 

 
A. Sen Gupta  
A. Bhadra 
H. Mukhopadhyay 

Location 
India Resident Mission 
* 
ADB headquarters 

From 
1 Mar 2016 
3 Jan 2012 

18 Feb 2011 

To 
1 Mar 2017 

31 Dec 2016 
2 Jan 2012 

IED Review 
Director 
Team Leader 

 
W. Kolkma, IETC 
L. Ocenar, Evaluation Officer, IETC* 

ADB = Asian Development Bank, ADF = Asian Development Fund, IED = Independent Evaluation Department,  
IETC = Thematic and Country Division, OCR = ordinary capital resources, PCR = program completion report. 
*Location of the program officer is not available in eOps database 
*Team members: H. Son (Principal Evaluation Specialist), Royston A.C. Brockman (Consultant). 

 

I. PROGRAM DESCRIPTION 

A. Rationale  

1. Mizoram, one of the poorest states in India, has a weak economic base and poor 
infrastructure. Both require attention. To strengthen the economic base and ensure more 
infrastructure investments, the state government of Mizoram (SGM) should be able to manage its 
finances better and increase its revenue base. Although SGM attained a revenue surplus from fiscal 
years (FY)2003 to FY2009, its tax revenue collection was low, and the state had a significant fiscal 
deficit on its capital account. Also, SGM’s ratio of debt to gross state domestic product, which was 
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consistently over 80%, exceeds the long-term goal of 28% set under the Twelfth Finance 
Commission.1 SGM was and is dependent on grants from the central government. Policy changes 
were clearly needed.  
 
2. The rationale for the Mizoram Public Resource Management Program (MPRMP) rested on 
two factors: (i) the political commitment of SGM to fiscal reform, and (ii) the economic need for a 
broad program of fiscal reforms that ranges from macro measures, such as medium-term 
expenditure frameworks, to micro actions—ensuring reforms would result in improved service 
delivery.2 
 
3. Two loans, a $94 million program loan (now called policy-based loan) 3  and a  
$6 million technical assistance (TA) loan, were extended to the Government of India. To support 
policy change and reform, the Asian Development Bank (ADB) approved a program loan to create 
fiscal space and improve health and education service delivery.  The program included loan (10%) 
and grant financing (90%) and addressed the key issues facing SGM in transitioning the economy 
towards a more sustainable development path. The program loan modality was adopted to ensure 
compliance with the accomplishment of needed policy actions and conditions for the release of 
funds at intervals. The TA loan was designed to support the reform program by strengthening 
concerned institutions in SGM to undertake the program. 

B. Expected Impacts, Outcomes, and Outputs 

4. MPRMP’s expected impact as stated in the design and monitoring framework (DMF) was 
that SGM increases investments of public funds for improved social and gender-inclusive human 
development in the state. The intended outcome was the creation of greater fiscal space in and 
financial flexibility of, the budget of SGM.  
 
5. There were six expected outputs:   

(i) Output 1. Tax and non-tax revenues reforms successfully implemented. 
Necessitates improving revenue administration through restructuring departments 
to support reforms using computerized tax administration and risk based audits as 
well as measures to mobilize revenues including the adoption of revised tax rates 
and user charges. Six targets were set in the DMF., Five of which were achieved. 

(ii) Output 2. Government debts effectively restructured and managed.  Includes 
using computerized debt management tools, by strengthening institutional 
capacity for debt management, and by refinancing high-cost borrowing. Of the five 
targets outlined in the DMF, two were achieved, two were only partially achieved, 
and one was not achieved. 

(iii) Output 3. Management of public expenditures rationalized. Entails 
implementing reforms to improve the allocation of resources, including: (i) the 
computerization of treasuries; and (ii) the formulation and implementation of 
medium-term expenditure frameworks for the Department of Health and Family 
Welfare, and the Department of School Education. Of the three performance 
targets in the DMF, one was not achieved and the other two were partially 
achieved.  

(iv) Output 4. Services in the health and education sectors more accessible and 
improved. Requires covering assistance to develop the Mizoram Health Care 

                                                
1   ADB. 2015. Completion Report: Mizoram Public Resource Management Program in India. Manila. 
2   ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loans to India for the 

Mizoram Public Resources Management Program. Manila. 
3   ADB. 2016. Policy-Based Lending. Operations Manual. OM D4/BP. Manila. 
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Scheme on a more sustainable basis to minimize expenditures of SGM and 
upgrade the quality of teachers and strengthen vocational training. All four 
performance targets set out in the DMF were achieved. 

(v) Output 5. Government pension scheme reformed and made more financially 
sustainable. Initially supported in June 2010 by introducing a contributory pension 
scheme for state government employees recruited after September 2010. Both 
performance targets set in the DMF were achieved. 

(vi) Output 6. Lossmaking public sector enterprises (PSEs) restructured or 
closed. Involves closure of three PSEs, restructuring one, and privatization of 
another. Five performance targets were set in the DMF but only one was achieved. 
The others were not achieved during the program period, although progress was 
made on two after completion.    
 

6. The TA loan of $6 million aimed to enhance operational support for achieving program 
outputs. Two major outputs were: (i) developing computerized systems, procedures and 
guidelines; and (ii) implementing policy actions in revenue administration, expenditure 
management, debt management, pension reforms, and PSE restructuring.   

C. Provision of Inputs 

7. Two loans—$94 million program loan and $6 million TA loan—were extended to the 
Government of India. The program loan was released in three tranches: (i) $47 million under the 
first tranche with loan effectiveness on 30 October 2009; (ii) $40 million under the second in 
October 2011, released 4 months later than the original target of within 16 months of the first 
tranche; and (iii) $7 million under the third tranche in February 2014, which should have been 
within 14 months of the second tranche, i.e. April 2012 according to the original timetable or 
December 2012 based on the actual date of the second tranche. As indicated in the report and 
recommendation of the President (RRP) to the Board, the size of the program loan at appraisal 
was determined by policy reform adjustment costs, based on medium-term adjustment scenarios. 
  
8. To release funds under each tranche, policy actions, (i.e., 15 for tranche 1, 21 for tranche 
2, and 16 for tranche 3, along with several policy reform areas), had to be complied with. The time 
taken in meeting these many conditions was the primary cause of the delays. In addition, 
government was to provide $32.96 million counterpart funds to the program loan and some  
$1.36 million to the TA loan.4 The program did not involve cofinancing. 
 
9. The program loan was fully disbursed, but only $1.26 million (20.9%) of the $6 million TA 
loan was spent. The $4.75 million was undisbursed because of the many small packages 
proposed, difficulty in recruiting consultants because of the remoteness of the region, and the 
delays in procurement since the executing agency was unfamiliar with ADB procedures. Of the 
government counterpart to the program loan, only $12.34 million (37.5%) was disbursed. Under 
the TA loan, SGM spent $1.10 million (81.2%) of the planned $1.36 million matching funds. There 
is also no indication in the program completion report (PCR) as to why there were shortfalls in 
SGM counterpart funding nor does it say how many months of consulting inputs were planned 
and contracted under the TA loan. In February 2013,5 ADB agreed that the program and TA loans 
required some 170 person-months of national consultants plus a management information system 

                                                
4   As reported in the completion report, this only includes the SGM’s counterpart funding involving cash. The SGM also 

undertook the following in-kind counterpart funding: upgrades to the taxation offices, site preparation, and staff 
deployment for computerized water charge billing. 

5  ADB (India Resident Mission). 2013. Loan Review Mission to India: Mizoram Public Resource Management Program. 
Aide Memoire-Attachment 2. 28 Feb (internal).  
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package for hardware, software, and capacity building. The PCR does not indicate how many 
person-months were contracted.  
 
10. The MPRMP had 59 policy actions, 52 of which were required for the release of funds 
under the three tranches (para. 8). Policy actions covered those related to: (i) tax and no-tax 
reform to improve revenue mobilization, (ii) debt management to improve efficiency of debt 
management, (iii) public expenditure management to improve the allocation of scarce resources, 
(iv) service improvements in the health and education sectors to improve delivery,  
(v) pension reforms to reduce the pressure on state finances, and (vi) public sector enterprise 
reforms to improve the financial health of the state. 
  
11. The RRP indicates that there would be no impact on the environment, resettlement or 
indigenous populations because of the policy interventions. For all three categories, the program 
was rated a category C. The PCR likewise confirms this. 

D. Implementation Arrangements  

12. The executing agency was the SGM through its Department of Finance (DOF). A program 
steering committee was responsible for the overall direction, guidance and monitoring of the 
program and provided oversight. The principal secretary of the DOF of SGM chaired the 
committee. It included principal secretaries or secretaries of SGM’s Department of Planning and 
Program Implementation and others from each of the program implementing agencies, with their 
heads of departments as members. The committee reported to the chief minister through the chief 
secretary. 

 
13. The PCR indicates that a fiscal management unit was set up under DOF and headed by 
the program director, with responsibility for day-to-day program management and implementation 
under the guidance of the program steering committee. It is not clear whether it is the same unit, 
i.e., existing at the time of appraisal within the DOF, referred to in the RRP. 

 
14. The following covenants under each program were met, satisfied and complied with: all 
14 covenants under the program loan agreement between India and ADB, all 27 covenants under 
the program agreement between SGM and ADB, all 11 covenants under the TA loan project 
agreement, and all 7 under the TA loan agreement. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

15. The PCR considered the program relevant to and consistent with ADB’s country 
partnership strategy for India, which supported inclusive and gender-equitable economic growth, 
social sector improvements, provision of services to the poor, and bridging interstate and regional 
economic disparities. The program conformed to the objectives of the 11th Five-Year Plan,6 which 
aimed at increasing finance for additional infrastructure investments to support inclusive growth 
and enable better service delivery, especially to the poor. The program built on public expenditure 
and financial management reforms adopted by SGM. These reforms aimed at eliminating the 
revenue deficit and limiting the fiscal deficit to 3% of gross state domestic product by FY2009. 
They also sought to help SGM to raise non-tax revenues and prioritize capital investments, and 
at the same time pursue expenditure policies to support growth, reduce poverty, and improve 

                                                
6  Footnote 1, para. 5. 
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welfare. A project preparatory TA preceded the program while stakeholders’ consultations were 
conducted in parallel with the design of the reform agenda. This also built upon ongoing initiatives.  
 
16. This validation, however, finds the adequacy of design of the program, with the TA 
component, as less than satisfactory. The MPRMP has a complex design, with six major outputs 
spanning a wide range of areas, including health, education, and PSEs, and covered numerous 
policy actions. Also, this made implementation difficult given the limited capacity of the executing 
agency. The program required significant effort and political support to implement due to its 
numerous components and ambitious scope.7 Further, the DMF had too many indicators, those 
to measure the outcome regarding fiscal space which tended to ignore expenditures and those 
for PSE restructuring were unrealistic within the timeframe. The causal linkages between 
expected outputs/outcome and development impact as well as between policy actions and 
intended results are not evident. Policy actions were complied with, except for one that was 
partially met and two actions that were unmet, but most of the outcome and many output indicators 
and targets were not realized. As reported in the DMF achievements, the development impacts 
indicators and targets were achieved yet outcome and outputs were not met.  

 
17. The TA loan aimed to provide support for the implementation of reforms and operating 
assistance to achieve program outputs. One of the main risks identified in the RRP was 
weaknesses in the institutional capacity of relevant government agencies. While the TA was one 
of the mitigation measures, the design of the TA package, however, was weak. The design of the 
procurement packages also involved too many small packages which led to delays in hiring. Even 
though there was a reduction in the number of packages, from 36 to 2, much later, the elapsed 
time meant that even these two were cancelled.8  While the terms of reference for the TA loan 
consultants was appropriate, the design of the packages, clearly, was unrealistic. Procurement 
arrangements and packages were likewise poorly designed.  
  
18. Given issues about the design of the program, including the TA, this validation assesses 
MPRMP less than relevant.9 While the program tried to resolve many of Mizoram’s serious public 
sector management issues all at once, the program design had deficiencies that seriously affected 
the delivery of targeted outputs and intended outcomes. 

B. Effectiveness in Achieving the Program Outcomes and Outputs 

19. Policy actions under items (i) to (iv) are related to tranche 1, while all six are applied to 
tranches 2 and 3 (para. 10). All policy actions for the release of funds under tranches 1 and 2 
were complied with. But for tranche 3, one was partially met, i.e., the implementation of debt 
management software.10 Due to procedural issues with the central government and the time taken 

                                                
7  IED. 2017. Country Assistance Program Evaluation for India, 2007–2015. ADB: Manila. (Linked Document 8: Sector 

Program Assessment: Public Sector Management, accessible from the list of supplementary linked documents in the 
Appendix). 

8  There were too many small packages (49 in total), and all were subject to national procurement. The RRP notes five 
consulting services contracts costing more than $100,000, with highest at $396,000; 15 contracts costing $100,000 
to $1 million, with highest at $580,000; 13 contracts for workshops/training, and the like; and several unspecified 
individual national consultants with budgets of less than $10,000 each. The remoteness of the state meant it was 
difficult to attract reputable bidders. Thus, the recruitment took time. The PCR notes that delays were experienced in 
changes to the scope or works, implementation arrangements, contract variations, and payments processing under 
the TA loan. There were frequent changes in consultants and problems with coordinating their inputs as well.  

9  The South Asia Regional Department disagreed with PVR’s less than relevant rating considering the balance of 
strategic and design relevance, and important milestones achieved in health, education, and pension.   

10  A spreadsheet-based application was developed instead of adopting the Commonwealth Secretariat Debt Recording 
and Management System as agreed at appraisal. 
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to recruit an information technology firm, this policy action led to cancellation given the limited 
time for implementation. Two were unmet and related to the computerization of eight treasuries 
and the reform of PSEs. Whereas, only four treasuries were computerized at the time of the 
release of the third tranche. Delays also occurred in the procurement and selection process as 
well as for the supplier after selection. Nevertheless, according to the PCR, SGM computerized 
the remaining four treasuries after loan closure. PSE reform targeted the closure of three 
enterprises, restructuring of one and privatization of another. There was little progress during the 
program period because of extended time taken for deliberations and arriving at a consensus 
among stakeholders. SGM closed three PSEs after loan closure, but restructuring and 
privatization have not been accomplished.     

 
20. Seven other conditions/actions were unrelated to the loan releases—two for tranche 2, 
and five for tranche 3.  Although the Progress Report on Tranche 2 release11 indicates that one 
for this tranche was complied with, there is no indication in the PCR whether these were satisfied 
or not. 
 
21. The PCR considered the program less than effective in achieving the intended outcome 
since the targeted creation of fiscal space never occurred. The fiscal deficit was consistently 
above the 3% target and the zero-revenue deficit target was unmet. The problems clearly resulted 
from the rapid increases in current expenditures that included salaries and pensions, declining 
recovery of electricity costs, subsidies for food grains, and increasing administrative costs that 
exceeded the revenue increases. The self-evaluation of the TA component of less than effective 
is supported by the PCR validation report largely because of the cancellation of $4.74 million 
(79.1%) of the $6.0 million loan. This resulted from the poor design of the procurement packages 
and weak handling of consultant recruitment. The major impact was that only four treasuries were 
computerized out of eight and manual debt management systems remained in operation. Overall, 
the needed capacity building supporting reforms were limited and would have helped ensure 
sustainability of MPRMP’s achieved objectives. 
 
22. Therefore, the outcome and key outputs as defined in the DMF were not fully achieved. In 
summary, three out of four outcome targets were not achieved: fiscal deficits, revenue deficits, 
and interest payments less own-tax revenue. In terms of outputs, only two out of six are 
considered fully achieved based on meeting the targets. These are in the areas of (i) accessible 
and improved health and education services, and (ii) reformed and financially sustainable 
government pension scheme. Implementation of tax and non-tax reforms is generally achieved 
but the restructuring of government debts, rationalization of public expenditure management, and 
PSE restructuring were not realized (Table 1). This validation supports the PCR assessment of 
less than effective.    

Table 1: Achievement of Program Outcome and Outputs 

DMF Results Statements 
Indicators 

(No.) 

Achieved 
Targets 

(No.) 
Achievement 

(%) 

Outcome 

Creation of greater fiscal space in, and financial flexibility 
of, the budget of SGM. 
 
 

4 1 25 

                                                
11  ADB. 2011. Progress Report for Loan 2536-IND: Mizoram Public Resource Management Program for the Release 

of Second Tranche. Manila.  
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DMF Results Statements 
Indicators 

(No.) 

Achieved 
Targets 

(No.) 
Achievement 

(%) 

Outputs 

1. Tax and non-tax revenues reforms successfully 
implemented 

6 5 83 

2. Government debts effectively restructured and 
managed 

5 2a 40 

3. Management of public expenditures rationalized 3 1b 33 

4. Services in the health and education sectors are 
more accessible and improved 

4 4 100 

5. Government pension scheme reformed and made 
more financially sustainable 

2 2 100 

6. Loss making PSEs restructured or closed 5 1c 20 
DMF = design and monitoring framework, PSE = public sector enterprise, SGM = state government of Mizoram. 
a Two targets were partially achieved and one was not achieved. 
b Two targets were partially achieved. 
c Achievement for two targets cannot be measured yet as efforts are underway. 
Source: Summarized from the DMF achievements reported in the program completion report. 

C. Efficiency of Resource Use  

23. The appraisal of the program was undertaken from 20–23 January 2009, with loan 
negotiations held on 7 July 2009, and Board approval given on 18 August 2009. The planned and 
actual date of loan effectiveness was on 19 October 2009. There were no extensions. The closing 
date of the loan was 2 March 2015 (Subprogram 1), 25 months later than 31 January 2013 as 
cited in the loan agreement. 
  
24. The PCR assessed the program less than efficient. Despite extending the closing date by 
25 months, not all policy reforms were achieved, computerization of the eight treasuries was not 
completed, and very few of the promised PSE reforms materialized. The time required would 
prove to be much more than planned at the outset of the program, given the numerous policy 
actions to be achieved. Furthermore, the installation of the debt management program under the 
TA loan was not completed.  

 
25. Indeed, MPRMP encountered difficulty in meeting tranche conditions and because of this, 
the release of the second and third tranches were considerably delayed. The program completion 
date was therefore pushed back by more than 2 years. The many conditions required simply took 
more time than envisaged when set within the capacity of the government to satisfy. Compliance 
with three tranche conditions was waived and approval for release of money under the third 
tranche was given to meet the extended scheduled target of program closure. This was to ensure 
all funds were disbursed within the extended period and that government had committed to 
comply with the conditions and the new set date.   

 
26. On disbursement, while the program loan was fully disbursed, only 1.26 million (20.9%) of 
the $6 million TA loan was spent with$4.75 undisbursed. The design of the program envisaged 
services of specialists for different reform areas. But, the remoteness of the state and hiring 
appropriate specialists was difficult. Many consultants either did not start work or left midway. The 
small sizes of the contracts did not also attract consultants from reputable firms. To some extent, 
this was mitigated during the restructuring of the TA loan in 2013, when two large packages were 
made for public financial management and information technology consultancies. In addition, 
there were delays in the procurement process because the executing agency lacked familiarity 
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with ADB’s procurement procedures and time constraints led to both packages finally being 
cancelled. With corrective action taken only after 4 years, the feedback mechanism and the 
reaction time were likewise very slow. Of the government counterpart to the program loan, only 
37.5% was disbursed. Hence, this validation considers the program less than efficient.  

 
D. Preliminary Assessment of Sustainability  
 
27. The assessment in the PCR that the program is less than likely sustainable was mainly 
based on the substantial increases in SGM expenditures exceeding the improvement in revenues. 
The PCR notes that several policy reforms are likely to continue and there is no risk of reversal, 
while higher taxes and duties imposed should prevail. Treasury computerization is likely to be 
permanent, too. Other improvements are also seen to continue. All these positives, however, are 
overshadowed by an increased state spending, that if not curtailed within prescribed limits, will 
lead to Mizoram’s unsustainable fiscal position and other reforms under program at risk.  
 
28. In addition, this validation finds that some indicators, as identified in the DMF, are 
fluctuating, requiring continued review and support by the government. ADB also needs to further 
collaborate with the government to discuss on ongoing reform agenda, e.g., PSE restructuring. 
There is likewise a need for a strong follow-up to continue the use of and for some line 
departments to adopt medium-term expenditure frameworks. On the TA component, limited 
capacity building could have only been provided because of the greatly reduced the actual TA 
loan amount used. The needed capacity supporting reforms was limited, which would have help 
ensure sustainability of MPRMP’s achieved objectives. This validation affirms the PCR’s less than 
likely sustainable rating. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impacts  

29. The PCR considers the development impacts of the program less than satisfactory. 
However, the narrative does not justify this conclusion and mainly focuses on the positive aspects 
of the program achievements. The program included several initiatives to establish systems and 
processes for improving the efficiency of SGM operations and provided related, albeit limited 
capacity building. The program’s institutional impacts are visible in the improvements in fiscal 
management systems and processes, some restructuring of PSEs, pension reforms, and 
improved service delivery in the health and education sectors. The PCR notes several 
achievements, which in many cases, were partial but their sustainability may be in doubt. 
However, the report is weak on the problems and any real discussion of the issue of sustainability 
is missing. While the PCR indicates that organizational changes were implemented in various 
SGM offices and that the consultants were providing guidance and assistance to the SGM, the 
report does not discuss how effective this was and how workable this would be in the long run. 
Even if the targets for development impacts cited in the DMF were considered achieved, the PCR 
concludes that because the program missed its outcome targets, the impact on poverty was “likely 
to be limited”, and the initiatives in the health sector “could have some benefits for the poor with 
inclusion of below-the-poverty-line families in the Mizoram Health Care Scheme.” 12  Neither 
statement is well substantiated in the main text. 
  
30. Accordingly, it is uncertain as to why the development impacts of the program were judged 
less than satisfactory. This assessment appears to be warranted, but for different reasons than 

                                                
12 Footnote 1, para. 51. 
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outlined in the PCR. The increases in current expenditures show a failure of the program loan 
and the limited capacity building meant the lack of success of the TA loan.  

B. Performance of the Borrower and Executing Agency 

31. The performance is deemed less than satisfactory as assessed by the PCR mainly 
because the program was delayed for 25 months and some $4.7 million was cut from the TA loan. 
This is further strengthened by the statement in the PCR that “the political will to carry out the 
program and achieve the targeted outcomes and fiscal sustainability proved not as strong as 
originally thought.”13 However, this is not supported by evidence. The fact that political issues 
posed problems to PSE reform surely should come as no surprise and such risks should have 
been more adequately addressed during the formulation of the program and later during 
implementation. On a positive note, despite government’s limited experience with implementing 
reform programs and with such a complex program with multiple components, some of MPRMP’s 
objectives were generally achieved, e.g., pension scheme and health and education services. 
Thus, there was some form of commitment from the government for these reform areas. In 
addition, the failure of government to provide all counterpart funding reflects the rating 
(supposedly $34.32 million but only $13.54 million was funded). Overall, this validation affirms the 
PCR’s less than satisfactory assessment. 

C. Performance of the Asian Development Bank 

32. The PCR assessed the performance of ADB less than satisfactory. The PCR indicates 
that the program was well prepared with a project preparatory TA and the resulting TA support 
for implementation and consultation with stakeholders, but “it miscalculated on several factors.” 
The procurement plan under the TA loan was poor with too many small packages which is a 
design flaw for that loan. The complexity of the program DMF, the large number of policy actions 
to be achieved, and the inadequate consideration of government capacity to undertake the many 
reforms substantiate the design problems of the program. When the procurement difficulties 
arose, ADB should have acted earlier to consolidate the packages. Strengthening the capacity of 
the executing agency on ADB procurement procedures should have taken place at the outset. 
Furthermore, a more realistic timeframe for the policy actions could have been programmed, 
particularly once delays were seen early on. 
  
33. Five review missions were undertaken, two after inception and three annually thereafter, 
in addition to the Tripartite Portfolio Review Meetings.14 However, it seems that the issues were 
not totally solved and the PCR’s conclusion that “more frequent interaction appears to have been 
called for” is justified (footnote 14). The commitment of SGM to the policy agenda, particularly 
that for reform of PSEs was probably overestimated. The PCR correctly backs this up by indicating 
that not all the targeted outcome indicators and targets were met and the increase in current 
expenditures that should have been evident during program supervision apparently was not taken 
up by ADB. Furthermore, the staff changes within ADB hindered program supervision, evidenced 
by the fact that it took about a year for new staff to tackle the issues with the program. ADB could 
have provided more consistent and active engagement, especially given the complexity of the 
program and the limited experience of the government with implementing major reforms (footnote 
7). With the foregoing, this validation finds ADB performance less than satisfactory. 

                                                
13 Footnote 1, para. 40. 
14 Footnote 1, para. 41. 
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D. Others 

34. The performance of the consultants was considered by the PCR to be generally 
satisfactory indicating that they closely coordinated with government agencies and took part in 
the procurement of contractors and suppliers. But work was affected by the frequent changes of 
consultant’s personnel. While all deliverables were provided on time, no further evidence, 
however, is given in the PCR to support these findings. The PCR does not also indicate any 
assessment relating to the performance of other agencies except for those previously mentioned.   

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

35. This validation views the MPRMP less than successful (Table 2). Though the program 
was relevant for the fiscal consolidation of Mizoram and consistent with India’s and ADB’s 
priorities, this validation finds the program less than relevant primarily because of design flaws 
and risks, such as limited government capacity to implement MPRMP that was miscalculated, 
which considerably affected the performance of the program. The program was less than effective 
due to non-achievement of outcome and key outputs, including building appropriate capacity. 
Though it was successful in increasing the SGM own-sourced revenues during the program, this 
was offset by the major increases in expenditures, meaning the outcome targets were not 
achieved. There were significant delays in meeting the tranche conditions as well as problems 
with over hiring consultants, failure to attract suitable experts, and the inability to enter into 
contracts under the TA loan, which stemmed from the lack of procurement capacity and should 
have been identified much earlier. Therefore, program implementation was less than efficient. 
Unless government spending is constrained within prescribed limits, the program’s achieved 
outcome and output indicators and targets are less than likely sustainable. The PCR indicates 
that SGM is willing to complete the PSE reforms but no real evidence is provided. Further, some 
indicators are fluctuating and require attention.   
 

Table 2: Overall Ratings 

Validation Criteria PCR Ratinga IED Review 
Reasons for Disagreement and/or 

Comments 

Relevance Relevant Less than 
relevant 

Despite known limited program 
implementation capacity, the adequacy of 
design is less than satisfactory, with 
numerous components and unrealistic 
scope. The TA component, which should 
have helped mitigate the capacity risk, has 
several flaws, i.e., original procurement 
arrangements including small packages 
and low costs, resulting to poor design and 
implementation. 
 

Effectiveness Less than 
effective 

Less than 
effective 

 

Efficiency Less than 
efficient 

Less than 
efficient 

 

Sustainability Less than 
likely 

Less than 
likely 
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Validation Criteria PCR Ratinga IED Review 
Reasons for Disagreement and/or 

Comments 

Overall Assessment Less than 
successful 

Less than 
successful 

 

Preliminary 
Assessment of 
Impact 

Less than 
satisfactory 

Less than 
satisfactory 

 

Performance of 
Borrower and 
Executing Agency 

Less than 
satisfactory 

Less than 
satisfactory 

 

Performance of ADB Less than 
satisfactory 

Less than 
satisfactory 

 

Quality of PCR  Satisfactory  
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program completion report. 
a The PCR separately rated the TA loan as relevant, less than effective, less than efficient, and less than likely 
sustainable while the Overall Assessment section provided its ratings for the whole program by evaluation criterion. 

B. Lessons 

36. Lessons from the PCR are consistent with other ADB public resource management 
programs. They focus on the need for a better analysis of the political economy, which has often 
been cited under other PCRs. The ability of SGM to control its current expenditures is highlighted. 
The PCR indicates that the program targets might have been too ambitious or SGM’s commitment 
and capacity was overestimated. It also notes that the third-tranche amount was too small to act 
as an incentive. Also, it is unwise to undertake such a reform program when an election was 
pending because changes in government often delay a program due to substantial changes in 
program staffing, particularly, the senior officials. Sometimes, the scope of the program changes, 
too. This should have been considered in program design and flexibility could have been built-in 
early on. This validation agrees with these lessons. 
 
37. This validation identified the following additional lessons:  

(i) The complexity of the program, as measured by the number and nature of 
outputs (and sub-outputs) and policy actions as an important factor in the 
degree of difficulty in implementation (footnote 7). There may have been too 
many conditions, i.e., policy actions, to be complied with for the releases of 
tranches 2 and 3 within the context of the anticipated timeframe for the program 
and in view of the limited capacity within the government.  

(ii) A need to define more realistic indicators that consider government 
commitment and capacity to undertake reforms and a timetable to achieve 
intended results 15  and causal linkages between intended outcome and 
impact, with expected results having appropriate linkages with policy 
actions. Most of MPRMP’s policy actions were complied with but many of the 
outcome and output indicators and targets were not realized. The 
indicators/targets for development impact were achieved although the outcome 
and outputs were not met. 

(iii) A more proper design of the TA component and a firm-based consultancy 
recommended at appraisal along with a more realistic budget. DOF and SGD 
should have strengthened their procurement capacity prior to the TA loan and this 
could have been a condition for the release of the tranche 1 funds given that it was 
their first large ADB-fund project. Although this was recognized, it was thought that 

                                                
15 Indicators should be SMART, i.e. (i) Specific, (ii) Measurable, (iii) Achievable, (iv) Relevant, and (v) Time-bound. 
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such a risk could have been mitigated through the capacity building provided under 
the TA loan. The poor design of the packaging and difficulties in procurement, 
however, meant that much of the loan was cancelled and assistance was not 
provided when needed. This was apparently recognized by DOF, and as the 
executing agency, had requested changes to the TA loan.  

 
C. Recommendations for Follow-Up  
 
38. The recommendations under the program and the TA related section are more of lessons 
rather than actions for follow-up and would be better placed in that section. Saying that ADB may 
re-examine its supervision processes and procedures, which appear to require strengthening 
given the weaknesses and lapses indicated under the program, is also more of a lesson. Other 
statements therein were similar in nature, i.e., lessons and not follow-up actions.  
  
39. The PCR lists six follow-up actions as examples of what are needed to sustain the benefits 
of the program and how to deepen the program’s impact as well as the various follow-up actions, 
which naturally follow the program review. Most of the actions involve carrying over and extending 
the actions accomplished or attempted under the loan.  
 
40. This validation offers three follow-up actions for ADB to propose to the state government 
of Mizoram: 

(i) Review of the PSE reform program and revision, as necessary. A thorough 
review of the PSE reform program is needed to ascertain the willingness of SGM 
to pursue the agenda and a revised program should be prepared.  

(ii) Continue to review some indicators that are fluctuating such as the state’s 
own tax revenues. More attention should be given to increasing own source 
revenues, including taxes and charges. These are major sources that improve 
financial sustainability. Increasing revenues from taxes and charges show SGM’s 
willingness to enhance its financial resources and would lead to less reliance on 
central government subsidies.  

(iii) Ensure sustainability of reforms with those already in place, and instigate 
measures to control state government expenditures to eliminate the fiscal 
deficit. Current expenditures, particularly those for salaries and related operating 
expenses, must be controlled in real terms. No matter what improvements are 
made on the revenue side, the fiscal deficit will not be eliminated without 
expenditure control.   

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

41. The PCR suggests following up on the status of implementation of the reforms and their 
progress. This would enable lessons to be learnt for future programs. This validation supports this 
suggestion. 

B. Comments on Program Completion Report Quality 

42. The PCR covers most of the requirements necessary under the PCR guidelines and the 
results of the program are spelled out in an appropriate manner. Accordingly, this validation 
considers the quality of the PCR to be satisfactory. However, the main text of the PCR could have 
been a little more explicit on the achievement of the performance targets/indicators set out in the 
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DMF. Appendix 1 of the RRP covers these in detail but a better summary could have been 
included in the main text. In addition, the lessons and recommendations could have been more 
analytical and directly related to the program. They could have been made more clear and 
concise. The recommendations for further action or follow-up, in most cases, are what should 
have been accomplished under the program. 

C. Data Sources for Validation  

43. Data sources for this validation were the PCR, the RRP, progress reports for the release 
of the second and third tranches, and back-to-office reports and aide memoire relating to loan 
review missions.16  The 2017 country assistance program evaluation for India was also used as 
reference in this validation. 

D. Recommendation for Independent Evaluation Department Follow-Up 

44. This validation does not recommend further IED follow-up.  

 

                                                
16 Loan review missions held on 10–11 March 2017, 27–28 June 2011, 23–25 April 2012, 21–24 January 2013, and 1–

5 April 2014.  
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