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I. PROGRAM DESCRIPTION 

A. Rationale 

1. Nepal’s education system made progress in general during the last 50 years, particularly 
toward the Millennium Development Goals (MDGs) since the 1990s. However, disadvantaged 
sections of society including students from poor households, remote areas, girls, and marginalized 
ethnic groups lacked equitable access to school education. The quality and efficiency of public-
funded education was low and varied across regions, income categories, ethnicity, and caste. The 
many reasons for poor quality of public education included (i) inadequately trained and poorly paid 
and performing teachers, (ii) shortage of textbooks and lack of relevant curricular material, and (iii) 
inadequate financial resources at school level. School enrolments have been increasing but these 
have not resulted in building up the human resources in the country because of the poor quality of 
the teaching–learning process. ADB’s Education Sector Program (ESP) comprising three distinct 
subprograms (I, II, and III) in a cluster aimed to improve schooling and human resource 
development in the country in a phased manner over 2007–2012. This was to be done through a 
wide range of policy interventions seeking to improve equity of access to education, improve quality, 
and enhance efficiency and institutional capacity. 

2. ESP Subprogram I (ESP I) supported the objectives of Education for All (EFA) initiatives in 
basic and primary education, with the help of multilateral and bilateral development partners 
including the World Bank.1 It also included a $2.3 million grant-financed project to establish an 
education policy committee (EPC) and a supporting technical secretariat under the Ministry of 
Education and Sports (MOES). EPC was to be responsible for the entire school sector reforms 
(SSRs).2  

3. The fully grant-financed ESP Subprogram II (ESP II) aimed to transform the 5-year primary 
education into basic education comprising grades 1–8 in some districts as a pilot before launching 
the program throughout the country.3 This was followed by ESP Subprogram III (ESP III) that would 
develop a 4-year secondary education (grades 9–12) program and eventually help the country 
establish an integrated grades 1–12 school education system.4 All three subprograms were to be 
supported by government’s development policy letters (DPLs), each with its own policy matrix.  

4. A single project completion report (PCR)5 was prepared with one set of ratings for all three 
subprograms, including the grant-financed project to establish the EPC. Besides the assessment of 
these loans and grants, the PCR also describes four associated technical assistance (TA) projects 

                                                
1  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Program Cluster of 

Loans and Asian Development Fund Grants to Nepal for the Education Sector Program I. Manila. 
2  Although the grant-financed project was part of the ESP, given the significance of EPC in the whole program, it was 

accorded a distinct recognition in the proposal and recommendations of the President in the RRP (footnote 1, paras. 
1 and 105; also, paras. 20 and 66–71). The project had a clear milestone: a broadly-accepted and -financed grades 
1–12 school system reform and restructuring program ready for implementation by FY2010 (footnote 1, para. 81). 
MOES was expected to prepare within 3 months of physical completion, “a project completion report describing 
project implementation, accomplishments, benefits, impacts, and costs” and submit the same to ADB (footnote 1, 
para. 92). On its part ADB was expected to conduct “a midterm review…not later than 18 months after grant 
effectiveness, and a project completion review…not later than 12 months after the end of the Project.” (footnote 1, 
para. 94). ADB staff confirmed that the government did not submit a program completion report for this project. 

3  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 
Fund Grant to Nepal for the Education Sector Program Cluster (Subprogram II). Manila. 

4  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 
Fund Grant and Loan to Nepal for Subprogram III of the Education Sector Program. Manila. 

5  ADB. 2016. Completion Report: Education Sector Program (Subprograms I–III) in Nepal. Manila. 
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related to the cluster ESP.6 While ESP I and II were under implementation, ADB approved ESP III 
in 2009 to support the full implementation of the government’s School Sector Reform Program 
(footnote 4). Further, ADB approved the School Sector Program (SSP) 7 in Nepal in November 2011 
along with a capacity development TA.8 It was, however, learned that a separate PCR would be 
prepared for SSP.9 Although the SSP had overlapped with the three subprograms and influenced 
the achievements in the school sector, this validation relates to the single PCR of the ESP cluster 
program comprising two loans and three grants. 

B. Expected Impacts, Outcomes, and Outputs 

5. The overall objective of ESP I was to reduce poverty in Nepal by improving the level of 
education attainment particularly for girls and disadvantaged groups. ESP I aimed to improve 
policy interventions in primary and basic education in accord with EFA initiatives and to support 
increased stakeholder capacity in policy analysis, formulation, and sector-wide planning and 
processes. ESP I supported the global EFA and joined the related joint financing arrangement 
(JFA) comprising other development partners including the World Bank. The first step in ESP I 
was to extend a program-based financial support for $30 million in two tranches of $15 million 
each for the remaining 3 years of EFA. This support was in response to the government’s DPL 
including the program policy matrix. The $2.3 million grant project attached to ESP I was to 
support the government in preparing a comprehensive policy and financing framework 
appropriate for developing an integrated grades 1–12 school system in Nepal (footnote 3).  

6. The main outcomes in the design and monitoring framework of ESP I (approved in 
November 2006) were (i) expanding early child development and pre-primary classes for poor and 
disadvantaged children, (ii) ensuring access to education for all children, (iii) meeting the learning 
needs of all children, (v) reducing adult illiteracy, and (v) eliminating gender disparities in 
schooling. ESP I was to prepare a plan for establishing grades 1–12 school system. The DMF 
listed the following outputs: (i) support to Nepal’s EFA and (ii) preparation for 1–12 SSR and 
restructuring and improving EFA. The DMF included a number of indicators with quantitative 
benchmarks for monitoring the progress under ESP I. 
 
7. ESP II, approved in January 2008, was for grant financing of $8 million and was expected 
to support the launching of basic education in selected districts. ESP II’s outcome in the DMF is 
to have a “broadly accepted and adequately financed school sector reform policy, program, and 
financing framework.” The DMF listed the following outputs: (i) a revised SSR core document, 
with an analysis of preferred policy options and a program and financing framework; and (ii) 
development of stakeholders’ capacity at various levels throughout Nepal in support of the SSR.   

                                                
6 ADB. 2004. Technical Assistance to Nepal for the Preparation of the Education Sector Development Policy and 
Strategy. Manila; ADB. 2005. Technical Assistance to Nepal for Preparing the Education Sector Development Program 
I. Manila; ADB. 2007. Technical Assistance to Nepal for Preparing the Education Sector Program (Subprogram III). 
Manila; and ADB. 2010. Technical Assistance to Nepal for Support the Implementation of the School Sector Reform 
Program. Manila. The first advisory TA prepared the background for the ESP general operations. It was followed by 
two program preparatory TAs for ESP I and ESP III, which provided capacity development to the MOES to assess the 
existing education system and undertake groundwork for the SSR plan, and provided support for the refinements in 
policy options and strategies for the SSR, respectively. The fourth was a capacity building TA (footnote 5, para. 13 
and Appendix 3). 

7 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 
and Technical Assistance Grant to Nepal for the School Sector Program. Manila. (Similar to the ESP cluster, the SSP 
was also jointly supported by multilateral and bilateral donors including the World Bank and was accompanied by a 
technical assistance. 

8 ADB. 2011. Technical Assistance to Nepal for Capacity Development for School Sector Program Implementation. 

Manila. 
9 Footnote 5, para. 10. 
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8. Approved in September 2009, the outcome of ESP III was increased access to and 
improved quality of school education, particularly basic education (grades 1–8), for girls and 
children from marginalized groups. Target outputs were (i) equitable access to quality basic 
education for all children in 5–12 age group; (ii) access, equity, quality, and relevance of 
secondary education improved; (iii) access expanded to quality early childhood education and 
development services for children of 4 years of age to prepare them for basic education; (iv) 
functional literacy and basic competencies among youth and adults enhanced; (v) secondary 
students equipped with prevocational soft skills for technical education and vocational training; 
(vi) teachers’ qualifications and professional competencies enhanced to better facilitate students’ 
learning processes; and (vii) delivery and monitoring of educational services, and evaluation of 
outcomes improved. 

C. Provision of Inputs  

9. ESP I provided a loan equivalent to $30 million from ADB’s Special Funds resources in 
two tranches of $15 million each. It also provided a grant-financed TA project (footnote 3) on 
policy making for MOES for $2.3 million, including $0.3 million from the government. ESP I 
envisaged a total financing of $65 million across the three clusters. 
 
10. ESP II was funded by an $8 million grant in line with the initial estimate. There was a nearly 
fourfold increase in financing under ESP III, from the initial estimate of $25 million to $95 million, 
comprising a $25 million loan and $70 million grant. Separate proposals seeking financial 
assistance for each subprogram were prepared considering the progress made under the 
preceding subprograms. Hence, there were three DPLs and three policy matrices.10  
 
D. Implementation Arrangements 

 
11. MOES was designated as the executing agency and the Department of Education (DOE) 
was the implementing agency. Following the EFA initiative, the policy-based loan under ESP I 
was to follow the development partners’ JFA. The first tranche conditions were met before the 
ESP I approval, and the second tranche was expected to be released within the following 18 
months, subject to the compliance with the second tranche release conditions. ADB funds 
provided under the JFA were to be strictly devoted to implementing the EFA program. The local 
currency (counterpart funds) generated from the proceeds of the program loans was to be used 
by the government to defray implementation expenditure associated with implementing education 
policy.11  
 
12. Throughout the ESP implementation period, there was social conflict in Nepal, with the 
country emerging from a long-drawn struggle. Different political factions were still groping for a 
consensus on the policy objectives, and related administrative and governance arrangements. 
The institutional context of the ESPs during implementation was, thus, a sensitive, tumultuous, 

                                                
10 According to ESP documentation, policy milestones in these matrices were not to be used for releasing funds. The 

latter was contingent upon the annually agreed program, presumably as per the JFA. This calls into question the 
relevance of the DPL and policy matrix procedure under ESP. Further, blurring of financing arrangements under the 
ESP is introduced when the ESP II document asserts that it is a program-based approach and not the familiar policy-
based lending (whereas DPL and policy matrix are instruments of policy-based lending). Finally, the PCR indicated 
that the timing of the subprograms was not to follow the sequential order. These overlapping features render 
assessment of achievements under each ESP harder. 

11 JFA arrangements had to be revised during implementation to reflect the changing scope of the project, especially 
the growing emphases on the SSRs, are varyingly described in documents as SSR JFAs, etc.  
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and divisive period for Nepal. ESP underwent several changes to keep the focus on the program 
outcomes and stay its course. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

13. The PCR assessed the program as a whole relevant. The ESP sought to improve access 
to and the quality of school education especially for the poor and vulnerable sections of the 
society, and reduce gender disparities. These objectives were in line with the government’s 
priorities and its development perspective as per the Tenth Five-Year Plan (2003–2007). The 
cluster was also consistent with ADB Strategy 2020 in recognizing education as a core sector of 
ADB operations. ESP was also in line with ADB education sector strategy and other crosscutting 
themes. As a part of EFA initiative and JFA modality, ESP had widespread support among 
development partners including the World Bank.  

14. On the face of it, the formulation of the cluster program was straightforward and simple. 
On the invitation of the government, ADB was to join several other development partners and 
fulfill a financing gap in the modest amount of $30 million in two tranches. Subject to ESP’s 
satisfactory performance at this stage, the scope of the program was to be expanded from a 5-
year primary education system to a pilot program for a basic education system of 8 years in 
selected districts. Upon successful completion of these two stages, ESP was to launch the 
development of a new secondary education system and consolidate all levels into an integrated 
12-year school system. During implementation, however, the program underwent significant 
changes in emphasis as discussed in the following paragraphs.  

15. With the initial objective of filling in the modest financing gap of EFA (under ESP I) and 
sequentially following the clusters one step at a time, the program was expanded to launch 
broader SSRs (funded by ESP III) without ensuring adequate progress. With only limited 
institutional capability on the ground, the scope and scale of the program expanded.12  The 
program ended up having a complex set of activities.13 It was not clear how the deliverables of 
the different ESP subprograms would be carried forward successively to the next stage given the 
limited institutional capacity on the ground.14 

16. The PCR (para. 14) noted that the subprograms’ DMFs included ambitious targets, which 
were not corrected during implementation. In spite of the commitment through DPLs and its policy 
matrices, consensus on several substantive issues could not be reached in time, e.g., 
decentralization, autonomy of schools, and provision of technical and vocational education during 
secondary education.15 The estimates of financial, human, and technical resources required to 
deliver the three ESPs proved inadequate.16, 17  

                                                
12 Footnote 5, para. 4. 
13 Footnote 5, para. 15. 
14 ADB. 2003. Program Lending. Operational Manual. OM D4/BP. Manila. ((The section repeatedly emphasizes the 

significance of the institutional context in the case of policy-based lending.)   
15 Footnote 5 (para. 14) refers to the World Bank documentation notes that “whereas there was influential theoretical 

underpinning on decentralized provision of service delivery, the decentralized education program was designed 
without a sound accountability mechanism, local capacity for monitoring, and funding.” 

16 Footnote 5, para. 33. 
17 Footnote 14.  This emphasizes articulating “the desired end state” of policy-based lending and “the total amount that 

ADB is willing to provide over the entire program cluster period.”  
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17. Although the EFA and its JFA provided the program its entry point and served as the 
foundation for a phased support as per ESP, ESP II was keen to move out of the EFA and noted 
that the core document (which had begun preparations under ESP I and was still under 
preparation) was departing from the current program to wider sector reforms. ESP design did not 
opt for a simpler approach even while it was aware of the fragile ground conditions due to social 
conflict and weak institutional capacity of the executing and implementing agencies. 

18. Due to the ongoing social conflict, the political and administrative climate in Nepal was not 
conducive to undertaking long-term structural reforms that could be carried forward with some 
certitude. Important socio–political issues remained unresolved. Referring to the latest situation, 
the PCR (para. 9) noted that the legislative policy actions, including in the education sector, were 
disrupted. Under the circumstances, the program could have aimed to consolidate the existing 
school education and focused on laying a foundation for good teaching–learning process to take 
root in the country.  

19. Supported by a number of development partners who were, to their credit, contributing 
liberally, the design of school education program was adrift with no single development partner 
completely responsible for the big picture outcome. The government was not responding to policy 
reforms positively.18 Describing different aspects of the ESP by various terms in ADB documents 
added to the confusion. The ESP sometimes referred to its own operations as a sector-wide 
approach (SWAp),19 and sometimes as two distinct entities such as SWAp and JFA.20 This is 
despite the fact that ESP was not formally prepared as a SWAp and was approved by the Board 
as a cluster program.  

20. The ESP design, instead of being a clear step-wise cluster program, transformed into 
multiple overlapping commitments. The PCR also does not present evidence of a clear exit policy. 
The government was not amenable to the policy reforms and the governance and fiduciary issues 
that were identified did not get addressed in time due to lack of institutional capability. Thus, while 
ESP was compatible with the government’s development plans and ADB corporate strategies, its 
design was too ambitious, complex, and not suited to the weak institutional capacity of the 
government and the conflict-ridden ground conditions in the country.  

21. Despite the shortcomings highlighted above, and in recognition also of the transformative 
program goal to introduce an integrated 1–12 year education system in Nepal, this validation 
considers the program relevant.  

B. Effectiveness in Achieving Project Outcomes and Outputs 

22. The PCR assessed the program less than effective. Due to the multiplicity of overlapping 
operations, it is not clear which activities registered what kind of progress under the different 
clusters of the ESP and its subprograms and tranches. Given their separate DPLs, objectives, 
policy matrices, and individual DMFs, it would have been preferable to have separate PCRs for 
each of the ESP subprograms. Reporting individual performance of each subprogram (if not each 
tranche) would have enabled a showcase of their specific achievements and it would have 
simplified the task of evaluating performance. However, as noted earlier, only a single PCR has 
been prepared. The PCR reported the achievement of outcome and outputs collectively under 
four different themes: increased access, improved quality, equity for girls and children from 

                                                
18 Footnote 5, para. 55. 
19 Footnote 5, paras. 3, 4, 13, and 45. 
20 Footnote 5, para 10. 
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disadvantaged groups, and capacity development. The same approach is followed below in 
evaluating the effectiveness of ESP.  

23. Access. According to the PCR, the evidence on increased access is “mixed” (para. 16). 
On enrollment, the PCR provides two sets of data to support its conclusion. One set of data was 
sourced from the education management information system (EMIS) suggesting that the targets 
were achieved or were nearly achieved. However, the PCR raises concerns about the quality of 
enrollment data as it was reportedly “inflated” because reporting enrollment was linked with per 
capita financing method. This leads the PCR to invoke data reported in the Nepal Living Standard 
Survey21 according to which enrollment levels were lower than those reported in the EMIS. 
Notwithstanding, there is some evidence that girls’ enrollment has increased. The number of 
schools increased by about 30% under the ESP, although infrastructure improvement targets fell 
short. ESP II included a pilot exercise for extending basic education to 8 years in three districts 
(Dadeldhura, Kapilvastu, and Rasuwa).22  

24. Quality. Improvements in quality related to three elements: availability of textbooks, pupil–
teacher ratio, and improved qualifications and training of teachers. According to the PCR, the 
evidence on textbooks availability at the beginning of the session was contradictory. EMIS 
suggested a higher number of textbooks being made available, while the public expenditure 
tracking survey showed a lower figure around 50%. The pupil–teacher ratio did not improve until 
2014–2015, 3 years after the program. However, there was a marked improvement in teachers’ 
qualification and training but the socio–political disruptions and absenteeism did not allow the 
positive effects to emerge in full. This led the PCR to note that little progress was observed in 
student learning achievements.  

25. Equity. The ESP provided scholarships for the poor and vulnerable sections of society 
enabling them to enroll in schools and have equitable access to education. This component was 
dispensed broadly in conformity with the design. The PCR mentioned that despite several steps, 
the proportion of female teachers in secondary education has, however, remained low (para. 27) 
. Most importantly, the program improved the access of girls to schooling, and the gender parity 
index exceeded the target. This is a significant achievement of the ESP, although learning inequity 
persists among students from poor families and certain disadvantaged groups.23  

26. Capacity development. The achievements under this category were limited although a 
number of periodic reforms in the school sector were introduced in relation to teacher service, 
district-level examination at grade 8, and single school management committee. Most of the 
efforts and achievements focused on strengthening the concept of basic education instead of 
grades 1–12 schooling system. The Education Act incorporating the reforms was approved by 
the Parliament much later in June 2016. Grant funded policy support efforts lost their initial 
momentum over time. The government’s response to policy reforms was not enthusiastic, and the 
Education Program Support Office itself was dissolved rendering capacity development activities 
ad hoc.24  

                                                
21 The Nepal Living Standard Survey is a nationally representative household survey supported by the World Bank, 

conducted in 1995–1996, 2003–2004, and 2010–2011. It covers a range of aspects of households’ living conditions 
including education.   

22 A progress report to the ADB Board mentions the limited progress achieved under ESP 1. ADB. 2008. Progress 
Report:  Education Sector Program I in Nepal, Release of Second Tranche, Manila (para 13). 

23 Footnote 5, paras. 25 and 30. 
24 Footnote 5, para. 34. 
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27. Given the evidence presented above, the validation concurs with the PCR and assesses 
ESP as less than effective.  

C. Efficiency of Resource Use  

28. The PCR assessed the ESP efficient. ESP did not undertake economic evaluation of the 
proposed investments under different clusters. Instead, an exercise undertaken under ESP III 
was mentioned in the PCR. The reevaluation reported a steep fall from the ex-ante economic 
internal rate of return (EIRR) of 39.2% to the ex-post EIRR of 15%. Inflating cost and slower 
improvements in internal efficiency were said to be responsible for the decline in the EIRR. 
However, it is unclear what was being referred to as investments in the EIRR computations 
because much of the funding followed JFA was collective in nature. The references to School 
Sector Reform Program and School Sector Reform in the PCR’s Appendix 12 suggest that the 
EIRR was not estimated for the three ESP clusters which constituted the program.  

29. Process efficiency. There were no delays in the three subprograms but ESP exceeded its 
budget as ADB eventually disbursed $136.3 million under the ESP, more than double the estimate 
at appraisal. This shows an imbalance between resources provided (much of it grant) and 
program objectives.  

30. Development partners undertook a number of audits to ensure that fiduciary and 
governance provisions were rigorously followed during implementation. Despite efforts of the 
government, the PCR concluded (para. 47) that the “covenants related to the governance and 
accountability action plan framework were not substantially complied with” and were (para. 53) a 
“threat to effective and efficient implementation.” This took the form of financial irregularities that 
appeared to have taken place in a number of ways including excessive payment of teacher 
salaries, overpayment of scholarships and textbooks, and holding unused amounts from the 
construction budget (para. 53). The first two issues are also issues of low program efficiency. In 
terms of monitoring and supervising the implementation of the program, the capacity of the 
executing agency was very limited leading the PCR (para. 52) to note that “negligible district level 
monitoring took place.” This lack of capability on the part of the government raises concerns about 
the assessment of institutional capacity at appraisal especially for a cluster program. Further, 
there is no evidence in the PCR that ESP pursued this issue with due diligence despite clear 
guidelines under ADB operational procedures.25 

31. In view of the inappropriate EIRR analysis for the ESP, and because of budget increases 
and fiduciary and governance issues that showed that the program did not use the resources well 
to achieve its outcomes, this validation assesses the program less than efficient.26 

D. Preliminary Assessment of Sustainability 
 
32. The PCR rated the cluster program likely sustainable. The ESP addressed important 
aspects of social development in Nepal through its emphasis on the poor and vulnerable 
communities, as well as on girls’ enrollment. The lack of access to schooling and other amenities 
was to some extent fueling discontent and erupting into political extremism. The limited progress 
that has been achieved in the case of girls’ enrollment is a good beginning and is expected to 
continue. With some time lag, this will also manifest itself in terms of larger number of female 
teachers in the education system. Going forward, these gains under the ESP are expected to 

                                                
25 Footnote 17, p. 3, para. 6. 
26 Independent Evaluation Department. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila: ADB 

(p. 14, para. 40). 
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gather momentum and are expected to be continuing. However, the damage caused by the 
earthquake is a serious interruption. This adds further to the already severe financial constraints 
on the system, which continues to remain costly, inefficient, and incapable of being sustained with 
domestic resources alone. 
 
33. The PCR acknowledges that several important targets have not been achieved as 
expected. The PCR’s DMFs also points to some of these shortcomings. Further, World 
Development Indicators show that many school education indicators in Nepal, especially those 
relating to government’s education expenditure, have not improved over 2007–2015 period.27 The 
ESP also did not link actively with the growing private sector school education in the country 
despite ADB’s policy emphasizing the role of public and private sectors in sector analysis for 
policy-based lending.28 As a revenue generating and thriving segment of the school sector in 
Nepal, involvement of the private sector in ESP activities could have strengthened the functioning 
of the school sector.  
 
34. Most importantly, the ESP did not fare well due to limited institutional capability of the 
executing agency, especially at the district and lower levels. Fiduciary risks remain substantial, 
as acknowledged by the follow-on results-based loan.29 The ongoing socio–political conflict adds 
to these challenges. As a result, despite the development partners’ commitment and 
corresponding availability of funds, only limited gains have been made in terms of access, equity, 
and quality of education. The initial assessment of the institution’s capacity at appraisal emerged 
as a critical weakness, and has contributed to ambitious commitments that call into question their 
sustainability. This validation assesses the ESP less than likely sustainable. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Preliminary Assessment of Development Impact 

35. The PCR assessed the ESP’s impact less than satisfactory due to the limited impact on 
inclusive economic growth. Although there were some improvements, particularly in teaching 
quality, there was little translation of this into improved learning.   The ESP has had some positive 
impact on the education system in Nepal. It drew attention to the need for a nationwide campaign 
to improve access, equity, and quality of education. It also introduced the notion of grades 1–12 
schooling system in the country. As noted above, the ESP’s focus on the poor and vulnerable as 
well as girls was well placed. There is evidence that school enrollment of girls has increased in 
the country significantly which is a win–win situation across all segments of the society. In this 
sense, affirmative action was an important positive development for the program.  

36. Despite the concerted efforts of the major development partners, the program 
encountered resistance at both ends. At the very top, the strategic policy recommendations were 
not fully subscribed to by the policymakers, and the education policy committee (EPC) did not 
deliver the envisaged results as assessed by the PCR (para. 34). At the lower end, school 
management committees were not able to galvanize local vested interests in favor of improved 

                                                
27 World Bank. 2017. World Development Indicators. Washington, DC. http://data.worldbank.org/data-catalog/world-

development-indicators. 
28 Footnote 17, p. 5, para. 21. 
29 The continuing problems on the lack of teachers and ineffective school leadership, teaching, and learning processes 

are also highlighted in ADB. 2016. Report and Recommendation of the President to the Board: Proposed Results-
Based Loan and Technical Assistance Grant in Nepal for Supporting School Sector Development Plan. Manila (para 
5). 
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management of schools. The resistance on either end seems to have significantly slowed down 
improvements in the school education in the country.  

37. In terms of environment, the program did not have any negative spillovers. This validation 
is of the similar view as with the PCR and assesses ESP less than satisfactory.  

B. Performance of the Borrower and Executing Agency 

38. The PCR assessed the performance of the borrower and executing agency less than 
satisfactory. It noted a number of deficiencies in the implementation of the program and highlighted 
the weaknesses in fiduciary management and local capacity. Although the EPC had provided initial 
support to the SSRs, its influence petered out and the project steering committee was not able to 
provide the requisite leadership. Implementation capacity at the district and lower level was weak 
and the executing agency failed to monitor the program satisfactorily at the school level. Social 
audits carried out under the public expenditure tracking survey were not effective in addressing the 
school level problems. Deficiencies in public finance practices, especially the timely reconciliation 
of allocations with expenditures, emerged as a problem. Having a similar assessment as with the 
PCR, this validation assesses the borrower and executing agency’s performance less than 
satisfactory. 

C. Performance of the Asian Development Bank and Cofinanciers 

39. The PCR assesses ADB’s performance satisfactory. ADB supported EFA and joined the 
other development partners through JFA, and agreed to provide a 3-step cluster program of loans 
and grants to the sector. The initial focus was on strengthening access and quality in the 5-year 
primary education, followed by its conversion into an 8-year basic education system. The program 
was implemented up to the second subprogram as planned. However, major changes in financial 
allocations were introduced in the third subprogram. ADB approved a grant of $70 million, 
supplementing the earlier envisaged loan of $25 million. As noted in para. 29, this resulted in 
doubling the envisaged amount of assistance on the ESP.  

40. ADB flexibility in responding to the sector needs is acknowledged. However, the sector road 
map envisaged under the cluster program did not have accurate estimates of the resources required 
for improving school education in the country in a sustainable manner. It is not clear why ADB did 
not change its approach even when the government was not supporting the policy reforms 
enthusiastically, and a number of fiduciary and governance issues remained unresolved as 
indicated in the PCR (para. 34). The value of ADB assistance at $65 million to the sector in the 
original ESP was not realistic.  

41. ADB joining EFA and JFA is acknowledged as a positive development. Likewise, the 
continued support from other development partners for the entire SSRs is duly acknowledged. This 
validation assesses ADB performance less than satisfactory in implementing the program. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings  

42. The PCR’s overall assessment of the cluster program was successful. The ESP started as 
an important, useful and much needed program. It also had the goodwill of Nepal’s development 
partners. However, it over-reached for SSRs without establishing a sound and dependable basic 
education system. As a result, excessive amount of resources had to be committed. It should have 
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been clear that the mere provision of financial resources, especially by development partners 
whether separately or jointly, cannot ensure the building up of a well-functioning school system, 
particularly with ongoing social conflict in the country. Besides the similar assessment with the PCR 
that ESP was relevant but less than effective, this validation assesses the program less than 
efficient and less than likely sustainable. Overall, this validation assesses the ESP less than 
successful. A summary of the ratings is listed in the Table below.  

Overall Ratings  

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Less than 
effective 

Less than 
effective 

 

Efficiency  Efficient Less than 
efficient 

The PCR did not conduct an EIRR 
analysis appropriate for the ESP, and its 
financial requirements were grossly 
underestimated. The program 
implementation suffered from fiduciary 
and governance issues that remained 
unresolved, which showed that the 
program did not use the resources well 
to achieve its outcomes. 

Sustainability Likely 
sustainable 

Less than likely 
sustainable 

The government did not own the policy 
reforms. Data do not show 
improvements in government 
expenditure on school education. 
Institutional capacity remains a major 
constraint. 

Overall Assessment Successful Less than 
successful 

Balancing the assessments above. 

Preliminary Assessment 
of Impact 

Less than 
satisfactory 

Less than 
satisfactory 

The ESP faced strong resistance and 
pushback at both ends. At the ministry 
and central government levels, there 
was a lukewarm response to EPC’s 
efforts. At the school level, institutional 
weaknesses hampered the 
management of schools. 

Borrower and Executing 
Agency 

Less than 
satisfactory 

Less than 
satisfactory 

The executing agency did not have the 
capability to handle multiple overlapping 
projects, particularly in addressing 
concerns related to fiduciary and 
governance issues.  

Performance of ADB Satisfactory Less than 
satisfactory 

The sector roadmap did not have 
accurate estimates of resources 
needed, and the actual funding was 
more than double the initial estimate 
without taking into account allocations 
made under the SSP. Fiduciary and 
governance issues remained 
unresolved. 

Quality of PCR  Less than 
satisfactory 

Para. 45. 

ADB = Asian Development Bank, EIRR = economic internal rate of return, EPC = education policy committee,  
ESP = Education Sector Program, IED = Independent Evaluation Department, PCR = program completion report,  
SSP = School Sector Program. 
Source: Independent Evaluation Department. 
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B. Lessons 

43. The PCR has identified three sets of lessons which, in the light of the foregoing, can be 
articulated as follows, and are fully supported by this validation:  

(i) policy dialogue needs to have depth and traction with the country’s institution to be 
effective,  

(ii) sound public financial management at the national level and supervision system in 
the field are important for eliciting proactive responses to reform efforts; and  

(iii) capacity development is crucial to improve absorption of expertise and institution 
building. 

C. Recommendations for Follow-Up 
 
43. None.  

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

44. There were a number of monitoring and reporting arrangements related to the program. 
These included EMIS, flash reports, EFA and JFA related periodic reports, and national-level 
surveys. These contributed to the periodic assessments of the sector developments. However, 
according to the PCR, data in EMIS seems to have been “inflated” because of student-based per 
capita funding method and weak supervision at the school management level in the field. 
Development partners’ reports contributed significantly in drawing attention to the important topics 
that needed to be followed up during policy dialogue and implementation of the program.  

B. Comments on Project Completion Report Quality 

45. The PCR followed the guidelines and is well structured and well written. The single PCR 
that was prepared covered all three subprograms and presented the findings cogently. It was 
candid and described program implementation well. However, in our view a separate PCR for 
each subprogram or at least separate ratings for each subprogram in the PCR would have been 
more appropriate since the outcomes of each program varied. Furthermore, since the ratings in the 
PCR did not match the evidence presented and vary from the PVR ratings, leading to a below-
the-line overall assessment, the validation assesses the PCR quality less than satisfactory. 

C. Data Sources for Validation 

46. The source documents used for this validation included RRPs for the three subprograms, 
PCR, progress reports on the loans, and other mission reports.   

D. Recommendation for Independent Evaluation Department Follow-Up 

47. Given the overlapping and multiple involvements of ADB in the core area of operation in 
Nepal, IED could consider undertaking a sector assistance program evaluation for a holistic 
evaluation of the issues and ADB role in setting the agenda in the country. 
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