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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Nepal’s economy relies heavily on foreign trade. Exports and imports grew at an average 
rate of 5% per annum from fiscal year (FY) 2001/02 to FY2008/09, while the average increase in 
gross domestic product (GDP) was about 4% per annum over the same period.  
However, poor connectivity with neighboring countries has been a major development constraint. 
Road transport accounts for more than 90% of Nepal’s passenger and freight transport1 and the 
inadequacy of a north–south link and rural feeder roads worsens the isolation of remote areas. 
As a result, these areas had significant poverty incidence and businesses required better market 
links. In view of the fast-increasing vehicle numbers in the Terai areas—Nepal’s southern plains—
the poor condition and low capacity of rural roads together with limited capability of customs 
systems has exacerbated congestion on the road network.2 
 
2. The project sought to reduce the above constraints by enhancing the connectivity of 
remote areas and expanding the capacity of major international trade corridors through 
modernizing the customs systems. At the request of the Government of Nepal,  
Asian Development Bank (ADB) approved a SDR6.2 million ($24.5 million equivalent) loan and a 
$24.5 million grant in October 2010, from its Special Funds resources for the Subregional 
Transport Enhancement Project. These financed the project covering road improvements,  
trade facilitation, and capacity development, including consulting services, which assisted with 
project development.3 
 
B. Expected Impacts, Outcomes, and Outputs 
 
3. The project’s intended impact, as shown in the design and monitoring framework (DMF), 
was promoted economic development of Nepal’s border areas and remote northeastern hills by 
increasing domestic and regional trade through the expansion of the national and subregional 
transport systems. The project’s outcome was improved connectivity of remote areas and 
expanded capacity of major international trade corridors in conjunction with the modernization of 
customs systems, thereby enabling efficient and safe transport within the country and with India 
and, through India, with Bangladesh and Bhutan. 
 
4. The project had three outputs: component 1 was road improvement—widening and 
upgrading of roads,4 and increased gender, anti-child labor, HIV/AIDS, and human trafficking 
awareness; component 2 was trade facilitation—upgrading the existing system from an online, 
computerized transaction recording system to a web-based, real-time processing tool; and 
component 3 was capacity development of the Department of Roads (DOR) and the Road Board 
of Nepal (RBN, footnote 2). Component 1 was by far the largest, accounting for some 93.1% of 
the base cost at appraisal.  
  

 
1   ADB. 2018. Completion Report: Subregional Transport Enhancement Project in Nepal. Manila. 
2   ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to 

Nepal for the Subregional Transport Enhancement Project. Manila. 
3   Footnote 1, paras. 7 and 8. 
4   The original project design had five road improvement sections, but an additional, new section was included to 

enhance subregional trade.  
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C. Provision of Inputs 
 
5. The loan and grant for the project were approved in October 2010, and both became 
effective in April 2011. The loan closed in December 2017, 2.5 years later than envisaged at 
appraisal. The loan was expected to close in June 2015, 4 years after loan effectiveness. 
However, at the request of the government, ADB in September 2014 approved to extend the 
project’s completion for 2 more years to June 2017.5 All project components were completed by 
this date. Extensions in the completion date and in the loan’s and grant’s closing dates were 
mainly due to weak contractor capacity and delays in upgrading most of the road sections, 
adverse weather conditions, and the seasonal nature of the construction work.6 The adverse 
impacts of the 2015 earthquakes also delayed progress, but the closing date extensions were 
requested prior to these earthquakes. 
 
6. Total project cost at appraisal was estimated at $75.9 million: $49 million from ADB— 
50% loan and 50% grant from the Asian Development Fund—and $26.9 million from the 
government. The actual total project cost at completion was $47.9 million, 36.9% lower than 
anticipated at appraisal: $32.2 million from ADB—$13.5 million from the loan and $18.7 million 
from the grant—and $15.7 million from the government. The lower project cost resulted from the 
appreciation of the US dollar against the Nepalese rupee (NR) and the lower than anticipated bid 
prices for the contract packages. The unspent loan and grant funds of $11.0 million and  
$5.8 million respectively were cancelled. 
 
7. Consultants supervised construction for road improvements (component 1) and provided 
capacity building for DOR and the Road Board of Nepal (component 3). The contract was signed 
with DOR in September 2011 and commenced services in October 2011. A total of 79.2 person-
months of international consultants, compared to 69 person-months envisaged at appraisal,  
767 person-months of national consultants compared to 565 person-months envisaged at 
appraisal, and 743 person-months of national technical support staff as compared to 438 person-
months envisaged at appraisal were utilized. The original allocation for consulting services was 
$6.0 million and was later revised to $5.2 million. The increased consultant inputs supported the 
addition of the Nepalganj–Kolhapur road section upgrade and the 2-year extension of project 
implementation.  
 
8. Being the only authoritative expert on trade facilitation (component 2), the United Nations 
Conference on Trade and Development (UNCTAD) was contracted on a fixed price basis to 
support the Automated System for Customs Data World (ASYCUDAWorld).7 
 
9. The project was classified as category B for environment, involuntary resettlement, and 
indigenous peoples. DOR prepared five initial environmental examinations and, from these, 
environmental management plans and environmental safeguard requirements were drawn up and 
formed part of the bidding and contract documents.8 Resident engineers at the project sites 
monitored environmental safeguards compliance. Some 1,602 land parcels, covering  
16.5 hectares of farm and residential land, were affected requiring the government to pay 

 
5   ADB (South Asia Department). 2015. Review Mission to Nepal: Subregional Transport Enhancement Project.  

Back-to-office report. 3 September (internal). 
6   The financial closing dates were 19 December 2017 for the loan and 5 February 2018 for the grant. 
7   Footnote 1. UNCTAD developed the computerized customs system ASYCUDAWorld. 

https//asycuda.org/awintro.asp. 
8   The Belbari–Chuharwa Road was considered environment category C. 
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NRs114.2 million ($1.1 million) in compensation.9 Some 58 affected persons completed skills 
training under the project. Four resettlement plans were prepared and implemented, and two due 
diligence reports were undertaken. These plans were updated to reflect changes in road 
alignments during project implementation and the outcomes from the grievance redress 
mechanism established under the project. Most of the grievances were resolved.  
 
D. Implementation Arrangements 
 
10. The Ministry of Physical Infrastructure and Transport (MPIT) was the executing agency 
and, at appraisal, DOR was the project implementing agency to be supported by four subproject 
offices. During project implementation, the Department of Customs (DOC), under the Ministry of 
Finance, became the implementing agency for component 2—trade facilitation. The change was 
made since this involved the automation of customs procedures, thus, outside DOR’s 
responsibility. Involving DOC better ensured their ownership and expedited project 
implementation. The project directorate office within DOR—established under earlier  
ADB-supported projects—remained the implementing agency for components 1 and 3,  
and handled the overall procurement and project implementation. The implementation 
arrangements for the project were appropriate given the experience and mandates of DOR and 
DOC, and their responsibilities for the operation of project assets.  
 
11. The conditions for loan and grant effectiveness were mostly complied with on time.  
Both loan and grant were declared effective 1.7 months after signing. Of the 14 covenants,  
13 were fully complied with. The covenant on road safety and overloading was partially complied 
with—the road safety aspects were complied with but the procurement and installation of road 
weighbridges to better police overloading restrictions were not. This was due to limited bidder 
participation in procurement and bid prices that were substantially higher than projected. In 2017, 
the Department of Transport Management (DOTM) undertook the necessary survey and design 
work and procured and installed the weighbridges under the World Bank-supported Nepal– 
India Regional Trade and Transport Project.10 All of the project’s covenants were relevant and 
realistic throughout project implementation.11 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
12. The PCR rated the project relevant. At appraisal and completion, it was consistent with 
the government’s development priorities of improving road connectivity for cross-border trade and 
in the poorly served remote areas that had economic potential. The government identified these 

 
9  Footnote 1, para. 25. Compensation of NRs14.3 million ($140,000) for one private structure and 221 parcels of land 

could not be paid out because of absentee landowners; land certificates not produced because land was mortgaged 
to a bank, death of landowner, and/or disputes over land ownership. Instead, the required amount was deposited in 
the Chief District Offices’ special accounts to be paid out to affected persons when they return to the area and/or 
land ownership issues are resolved. 

10  World Bank. 2013. Nepal–India Regional Trade and Transport Project. Washington, DC.  
11  The loan and grant covenants covered (i) adequacy of budget allocations for ongoing road operation and 

maintenance expenditure; (ii) environmental, land acquisition and resettlement, and indigenous peoples safeguards; 
provision of adequate counterpart resources; (iii) maintenance of appropriate financial accounts; 
(iv) HIV/AIDS; anti-trafficking, and labor law awareness; (v) implementation arrangements; and (vi) road safety and 
overloading. 
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priorities in its road sector development strategy under Nepal’s Three-Year Interim Plan12 in 2007 
and in Nepal’s Five-Year Strategic Plan, 2017–2022.13 
 
13. The project design was aligned with ADB’s Strategy 2020 and complementary agendas 
of inclusive and environmentally sustainable economic growth and regional integration. 14  
The project was part of ADB’s country partnership strategy for Nepal 2010–2012 15  and its 
Regional Cooperation Operations Business Plan, 2009–2010.16 The project was also consistent 
with ADB’s country partnership strategy 2013–2017 for Nepal,17 which emphasized the transport 
sector’s role in improving connectivity and trade through the expansion of strategic road networks 
and modernizing customs systems. 
 
14. The project design targeted six road sections that were important in terms of east–west 
and north–south road connectivity and trade facilitation. The PCR indicated that the project was 
relevant in view of (i) targeted poverty reduction; (ii) improved access to markets, education, 
health care, and employment opportunities; (iii) lowered vehicle operating costs;  
(iv) reduced travel time; and (v) improved road safety. Modernizing customs clearance process 
was relevant as it introduced greater transparency and efficiency at major customs points. 
 
15. This validation also assesses the project relevant. It was consistent, at both appraisal and 
project completion, with the Nepalese government’s master plans and with ADB’s country and 
regional plans and strategies. The project design had relevant outcomes and outputs to achieve 
its intended impact. 
 
B. Effectiveness in Achieving Project Outcomes, and Outputs 
 
16. The PCR rated the project effective but noted that it was too early to assess its full benefits. 
All outputs met or exceeded the targets for the performance indicators in the DMF.  
A total of 215.9 kilometers (km) of roads were upgraded against the target of 195 km.  
The PCR noted that the volume of cross-border traffic during 2013–2016 increased by  
31.6% compared to pre-project levels; this was higher than the 30% target. However, it was not 
clear that the growth in cross-border traffic was only because of the project alone or is capturing 
growth that may have occurred even without the project. Also, the DMF target was for  
cross-border traffic to increase by 30% more than the country’s average traffic growth rate of  
13% for 5 years pre-appraisal. The PCR assessed the pre-project condition based on the 
indicators that were clearly set out in the DMF of the report and recommendation of the President 
(RRP), and as discussed in the PCR’s Appendix, rather than generating new indicators from  
pre-project to completion. Given the project’s remaining economic life beyond 2016 and the 
historic 13% growth in the country’s average traffic for 5 years pre-appraisal, it seems highly likely 
that this target will be achieved.18 
 
17. The project has resulted in (i) reduced average travel times by 44% along the major trade 
roads of the project compared to a targeted reduction of 40%; (ii) all project roads upgraded to 

 
12 Government of Nepal, National Planning Commission. 2007. Three-Year Interim Plan (2007/08–2009/10). 

Kathmandu. https://www.npc.gov.np/images/category/11tyip_eng.pdf.   
13  Government of Nepal, Ministry of Physical Infrastructure. 2016. Five-Year Strategic Plan, 2017–2022. Kathmandu. 
14  ADB. 2008. The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. Manila. 
15  ADB. 2009. Country Partnership Strategy: Nepal, 2010–2012. Manila. 
16  ADB. 2008. Regional Cooperation Strategy and Programs, 2009–2010. Manila. 
17  ADB. 2013. Country Partnership Strategy: Nepal, 2013–2017. Manila. 
18  A minor criticism on this target set in the DMF is that its achievement will not only be because of the project. Economic 

growth generally, within Nepal and neighboring countries, trade policies, and other factors are likely to impact on 
cross-border traffic volumes, and this should have been acknowledged at project design. 

https://www.npc.gov.np/images/category/11tyip_eng.pdf
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all-weather and providing year-round access compared to an average of 290 days per annum 
pre-project; (iii) reduced customs clearance by at least 2 hours compared to a 1–2 hours targeted 
reduction at two of the customs processing sites;19 (iv) reduced incidence of fatal accidents by 
26%, major injury accidents by 89%, and vehicle damage accidents by 26% on project roads—
the performance target was for the fatality rate not to exceed Nepal’s average of  
25 per 10,000 motorized vehicles; (v) an average of 31.4% savings in trip times for access to 
education and health institutions, markets, safe drinking water, and employment centers; 
 (vi) increased awareness in the project area on anti-child labor, HIV/AIDS, human trafficking, and 
gender roles; and (vii) project roads being maintained measured by an International Roughness 
Index of less than five—as per the DMF performance target—with sufficient funds being allocated 
for ongoing maintenance. 
 
18. The project was categorized under “some gender elements,” and gender equality and 
social inclusion aspects were incorporated in the project’s social safeguard and mitigation 
measures. A gender equality and social inclusion action plan was not required.  
The project adequately addressed gender, environmental, involuntary resettlement, and 
indigenous people issues, although the assessment of gender impacts only related to those within 
the project area without reporting on women’s involvement within the implementing agencies. 
 
19. The safeguard categories for environment, land acquisition and resettlement, and 
indigenous peoples were appropriate.20 The project did not involve or affect biodiversity or cultural 
heritage. The road improvements were mainly along existing alignments or established  
right-of-way. Thus, they did not involve major environmental impacts and limited the extent of 
resettlement. The new Bhairahawa Bypass construction, however, affected some private 
landowners. The total number of affected households increased from an estimated 902 prior to 
project implementation to some 1,050 during implementation. Most households were only affected 
to a minor degree with very few losing more than 10% of their productive land area.  
It was not clear, though, whether the (i) survey of affected persons and full inventory of assets 
were achieved, (ii) persons on the right-of-way were eligible for assistance, and (iii) absentee 
households were compensated prior to project closing. Members of four minority groups were 
also among the persons affected, but the impact was not different from the others affected by the 
project and they also benefited from project implementation.  
 
20. This validation also assesses the project effective. It appears likely that most indicators 
and targets with respect to the length of upgraded or newly constructed roads, cross-border traffic 
increases, per capita income growth, travel time savings, road accident reductions,  
year-round road accessibility, road maintenance performance, customs clearance time savings, 
and HIV/AIDS, human trafficking, and gender role awareness have been, or will be achieved.  
For some performance targets, it should be acknowledged that their achievement will not only be 
because of the project but also as a result of other factors.21 This is more, however, a fault of the 
DMF’s specification at project design rather than the PCR. 
  

 
19  Government of Nepal. Ministry of Finance, Department of Customs. 2017. Time Release Study: Mechi and Biratnagar 

Customs 2017. Kathmandu. The project adopted the ASYCUDAWorld software system at six sites— 
five were implemented with the government’s own resources. There were no available measures of improved 
performance at the other sites. 

20  ADB (Independent Evaluation Department). 2018. Project Safeguard Assessment: Nepal Subregional Transport 
Enhancement Project.11 October (internal). 

21  For example, increases in traffic volumes, cross-border traffic, and economic activities in project-influenced areas 
will have increased even without the project due to population and general economic growth. 
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C. Efficiency of Resource Use 
 
21. The PCR rated the project efficient. This was based on (i) a recalculated economic internal 
rate of return (EIRR) of 32.3% for component 1 compared to the 12% threshold for economic 
viability of ADB projects and the 21.3% EIRR estimated at appraisal;22 (ii) six roads were improved 
or built under the project having EIRRs ranging between 18% and 53%; (iii) the upgrading of  
216 km of roads, higher than the target of 195 km; (iv) the ASYCUDAWorld system rolled out at 
six customs points;23 and (v) capacity development being completed satisfactorily.  
 
22. Nevertheless, the recalculated EIRRs are on the high side in view of the following:  
 

i. economic benefits were based on assumptions of high proportions of diverted 
rather than generated traffic. For example, for two of the six subprojects, 24  
all traffic was assumed to be diverted because they were new roads, when some 
of this traffic should have been treated as generated by the project and, therefore, 
a lesser benefit;25 and 
 

ii. the relatively high growth rates assumed for each mode of traffic, that is, between 
5% and 9% per annum depending upon the type of vehicle, freight, bus, car,  
or motor cycle, and the time period, higher rates were assumed for each year up 
to and including 2022 compared to those adopted after 2022.  
 

23. The PCR did not include the results of the sensitivity tests in the EIRR computations.  
The impacts of changes in key assumptions, such as the split between diverted and generated 
traffic and average annual traffic growth rates, should have been tested. The RRP’s 
supplementary appendix on the economic analysis showed that the EIRRs were sensitive to 
changes in assumptions for project benefits. For example, a reduction of 20% in estimated project 
benefits reduced the combined EIRR for all six projects from 32.3% to 15.6%,  
whereas a 15% increase in project costs only decreased the EIRR to 29.9%. 
 
24. The recalculated EIRRs used actual project costs with the road improvement projects 
completed a few years ago—one was completed by end-2013, two by end-2014,  
two by end-2015, and one by end-2016.26 It was also noted in PCR’s Appendix 9: “Benefits from 
road accident savings are not included since notable reductions in accidents had not been 
observed on the roads after the project.” This is in contrast with the accomplishments outlined in 
the DMF that identified significant reductions in road accident numbers.27 
 
25. The process efficiency of the project was satisfactory, except that the loan and grant 
closing dates needed to be extended by 2 years due to weak contractor capacity, adverse weather 

 
22  Footnote 1. The PCR referred to the EIRR for the whole project, when in fact the EIRR calculation related only to the 

road improvements—component 1 of the project. 
23  The government using its own resources has further rolled this system out to five customs points. 
24  The Belbari–Chuharwa and Bhairahawa Bypass roads. 
25  A new road will benefit two types of traffic: (i) diverted traffic—traffic, which before the project, makes the trip via a 

longer route; and (ii) generated traffic—traffic, which before the project, does not make the trip because the cost of 
the trip is perceived to be greater than the benefits of the trip. The benefits of trips to generated traffic are considered 
less than the benefits of trips to diverted traffic.  

26  It was noted that the EIRR calculation for all six road improvements did not include capital costs for 2016,  
when this should have been included. It was also unclear whether capacity development costs were included in the 
reestimated EIRRs. At least some of these costs should have been included since it covered road construction 
supervision. However, the EIRR analysis appeared to be relatively insensitive to changes in capital costs. 

27  Footnote 1, para. 21. 
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conditions, and the seasonal nature of the construction work. The PCR also listed the seasonal 
nature of the construction work and 2015 earthquakes as factors that delayed progress,  
but the construction work’s seasonal nature should have been anticipated at appraisal and the 
extension of the project loan and grant closing dates was requested prior to the earthquakes in 
2015.  
 
26. This validation also considers the project efficient, despite the identified shortcomings in 
the recalculated EIRRs. The length of the new road improvements was 11% higher than 
envisaged at appraisal, while the actual costs were lower than at appraisal. 28  
Therefore, it was likely that the EIRR for the road improvement component as a whole and the 
individual road improvement projects at least exceeded the 12% threshold, even if some project 
benefits were overestimated and the loan period extended by 2 years due to initial delays.  
 
D. Preliminary Assessment of Sustainability 
 
27. The PCR rated the project likely sustainable after project completion. This was based on 
(i) the quality of the road sections at project completion;29 (ii) adequate budget allocations and 
procedures for ongoing road maintenance in the short-term, although the government still needs 
to formulate a medium-term action plan for periodic maintenance with adequate financing; 
(iii) DOTM being in a better position to implement policies to control road use by overweight 
vehicles; and (iv) UNCTAD’s ASYCUDAWorld being expanded to new customs entry points with 
the signing of a contract between DOC and UNCTAD for implementation support beyond project 
completion. 
 
28. This validation also assesses the project likely sustainable based on adequacy of the road 
maintenance budget, that the DOTM is better placed to control road use by overweight vehicles, 
and the successful roll out of UNCTAD’s ASYCUDAWorld to additional customs sites.  
As indicated in the PCR, the annual maintenance budget for the RBN increased from  
NRs2.7 billion in FY2013 to NRs5.5 billion in FY2019. For FY2020, the annual RBN maintenance 
budget further increased to NRs8.0 billion, which represents an annual growth rate of 16.7% in 
nominal terms and 10.0% in real terms since 2013.30 In 2020, the government will also introduce 
a petrol and diesel tax for road maintenance.31 This significant increase of the budget allocated 
toward road maintenance demonstrates the increasing prioritization of the government to ensure 
the sustainability of its road investment projects, including the project roads. In addition to the 
recurrent maintenance budget, the government and the Millennium Challenge Corporation have 
agreed to provide $52.3 million specifically for road maintenance with a timeframe of 5 years, 
including a $7.3 million technical assistance specifically to provide capacity building for road 
maintenance.32 The government’s federalization had neutral impact on the project roads, which 
were considered strategic roads. The project roads will remain under DOR and MPIT as there 
were no changes in implementation arrangements, funding, and operations and maintenance 
responsibilities at the federal level for strategic roads. Likewise, DOC will remain under the federal 
government and as such, the structure of operations and maintenance arrangements for the trade 
facilitation component will continue.  

 
28  Footnote 1, Appendix 3, Tables A3.1, and A3.2. 
29  Footnote 1, para. 37. 
30  Additional Information provided by Nepal Resident Mission at the interdepartmental review stage of the  

project’s validation report. 
31  My Republica. Additional fee levied on petrol, diesel for road maintenance. 31 May 2019.  

See https://www.msn.com/en-xl/asia/nepal/additional-fee-levied-on-petrol-diesel-for-road-maintenance/ar-
AAC9qWm?li=BBJGzsi&srcref=rss. 

32  Footnote 32. 

https://www.msn.com/en-xl/asia/nepal/additional-fee-levied-on-petrol-diesel-for-road-maintenance/ar-AAC9qWm?li=BBJGzsi&srcref=rss
https://www.msn.com/en-xl/asia/nepal/additional-fee-levied-on-petrol-diesel-for-road-maintenance/ar-AAC9qWm?li=BBJGzsi&srcref=rss
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III. OTHER PERFORMANCE ASSESSMENTS 

 
A. Preliminary Assessment of Development Impact 
 
29. The PCR rated the developmental impact of the project highly satisfactory. This was based 
on (i) project-induced increases in traffic; (ii) increases in cross-border traffic; (iii) reduced travel 
times, vehicle operating costs, and road accidents; (iv) raised awareness over gender roles, 
HIV/AIDS, child labor and human trafficking; (v) reduced transaction times at key strategic 
customs clearance points; (vi) increased per capita incomes in the project area; (vii) increased 
acreage of crops under cultivation in the project area; and (viii) increased employment during 
project construction, and, subsequently in ongoing road maintenance work. 
 
30. Used as proxy for “economic activities” defined as the target in the RRP,33 the per capita 
income in the project area in 2016 was 24.9% higher than the 2010 target of 10% and more than 
the country’s average.34 The PCR did not provide data on the country’s average growth in per 
capita income, but over the period 2010-2016, GDP per capita in Nepal grew by 26.6%. 35  
This shows that growth within the project area may not only be because of the project.  
Still, it is likely that the project facilitated inclusive growth—it enabled economic growth within 
previously isolated areas at a rate comparable to, and indeed slightly greater than for the country 
as a whole. The per capita income growth in the project area of 24.9% compares favorably with 
national average growth of 26.6%. 
 
31. This validation has lowered the rating on developmental impact to satisfactory since the 
available data suggest the project area’s economic growth has been at comparable levels to the 
national average. This growth has been achieved within a remote area of the country with 
relatively high poverty rates. 
 
B. Performance of the Borrower and Executing Agency 
 
32. The PCR rated the performance of the borrower and executing agency satisfactory in view 
of the government’s allocation of adequate counterpart funding for the timely execution of project 
activities, including compensation to affected people. The reassignment of responsibility for the 
trade facilitation component to DOC was considered appropriate. Some delays in project 
implementation occurred due to senior staff turnover and there were delays in installing 
weighbridges which was subsequently transferred for completion to the World Bank-supported 
project.36 The government complied with most loan and grant covenants (para. 11). 
 
33. This validation assigns the same rating in view of the successful implementation of the 
project within budget. While an extension to the loan closing date by 2 years was required, this 
was largely because of the weak capacity of the contractors and adverse weather conditions—
factors the executing agency could only partially avoid. 
  

 
33  Footnote 2. The RRP should have defined a measurable performance indicator, such as per capita income, since 

the DMF targets should be measurable and “economic activities” is not a measurable target.  
34  Footnote 1, Appendix 1. 
35  ADB. 2018. Key Indicators for Asia and the Pacific 2018. Manila. 
36  Footnote 14. 
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C. Performance of the Asian Development Bank  
 
34. The PCR rated the performance of ADB satisfactory. ADB delegated the project to the 
Nepal Resident Mission within 6 months of project effectivity, and this facilitated regular contact 
between ADB staff and the government’s executing and implementing agencies. Government’s 
requests for loan and grant extensions and the reallocation of funds between project components 
were responded to positively and in a timely manner. 37 During implementation, ADB fielded 
several missions for special project administration, midterm review, project completion;  
and six review missions, in addition to the inception mission for a total of 250 person-days.  
 
35. ADB safeguards work quality at project screening, preparation, and appraisal effectively 
considered gender issues, identified the presence of minority groups within the affected 
population, undertook appropriate consultation with local communities, and prepared 
environmental monitoring reports according to ADB policy requirements and standards. 38 
However, during supervision, ADB safeguards work quality overlooked the designation of an 
environmental staff in any of the implementation missions, while the social safeguards specialists 
only participated in the midterm review and PCR missions. There was no indication that an 
environmental or social staff reviewed or responded to environmental or social monitoring reports. 
The back-to-office reports rarely included references to environmental and social performance or 
problems and had no attachments on detailed progress on environmental or social issues. 
Despite some shortcomings, this validation also assesses the performance of the ADB 
satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings 

 
36. This validation assesses the project similarly to that of the PCR and rates the project 
relevant, effective, efficient, and likely sustainable. Similarly, the performances of the borrower, 
the executing agency, and ADB are all satisfactory. This validation’s rating, however, for the 
preliminary assessment of impact is satisfactory against the PCR’s highly satisfactory.  
The project’s overall assessment is successful, and the quality of the PCR is satisfactory. 
Although this validation notes that (i) the PCR in some instances incorrectly evaluated the 
performance indicators and targets in the DMF; 39  and (ii) there were shortcomings in the 
recalculation of the EIRRs for the project (paras. 22–24). 
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Relevance Relevant Relevant  
Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Likely 

sustainable 
Likely 

sustainable 
 

Overall Assessment Successful Successful  

 
37  Footnote 1, para 42. The reallocation of $2 million for a data center at DOC, additional equipment, and software 

under the trade facilitation component.  
38  Footnote 21. 
39  Footnote 23. 
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Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Preliminary Assessment 
of Impact 

Highly 
satisfactory 

Satisfactory The project achieved its targeted 
improvements in connectivity and 
economic development. However, there 
is an issue on unclear attribution of 
growth in cross-border traffic to the 
project alone and no comparable data 
was provided in the PCR on the 
country’s average traffic growth from 
pre-project to 2016. 

Borrower and executing 
agency 

Satisfactory Satisfactory  
 

 

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 41. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB and Independent Evaluation Department. 
 
B. Lessons 

 
37. Lessons identified in the PCR were (i) greater attention during project design should have 
been given to identifying the appropriate implementing agencies for project components.  
It was during project implementation that DOC became the implementing agency for the trade 
facilitation component; (ii) at project design, scheduling should have taken into account that the 
difficult terrain and climatic conditions would require a longer implementation period;  
(iii) the selection of project contractors with sufficient financial capacity and technical capability is 
required if implementation delays and inferior work quality are to be avoided; (iv) contract packages 
should be sufficiently large to draw interest from qualified international and national contractors;  
(v) a fixed width corridor based on the declared right-of-way for new roads should be purchased to 
allow for minor changes in road alignments rather than the piecemeal purchasing of land during 
project implementation that necessitated additional consultation and revisions to the resettlement 
plans; and (vi) the government needs to provide additional funds in its annual budget allocation for 
periodic road maintenance to ensure the achievement of project benefits. 
 
38. This validation has identified the following additional results framework and methodology 
level lessons: (i) the DMF should have been clearer where performance targets and indicators are 
only in part influenced by the project; (ii) actual costs, and to the extent possible, actual benefit 
measures should be included in the economic reevaluation; (iii) adequate reporting of the results of 
EIRR sensitivity tests should be included in the PCR; and (iv) gender impact assessment should 
include the number of women engaged within the project implementing agencies during project 
implementation and operation, and not only limited to impacts within the project area. 
 
C. Recommendations for Follow-Up 
 
39. The PCR covered the need for ADB to continue monitoring (i) the adequacy of road 
maintenance funding, (ii) the management of vehicle overloading, (iii) DOC’s rolling out of the 
ASYCUDAWorld to additional customs points, and (iv) the upgrading of customs systems as new 
technologies become available. The general recommendations in the PCR relate to future  
ADB projects in Nepal’s road sector to take account of (i) the entire road network and the need to 
achieve better subregional connectivity, (ii) the optimal sizing of contract packages to enable the 
engagement of more capable international and national contractors without relying heavily on 
subcontractors, and (iii) the future use by DOR and other agencies of the performance monitoring 
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and evaluation system developed by the resident mission to better manage the performance of 
contractor and consultants. This validation agrees with these recommendations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
40. The PCR identified the need for ongoing monitoring of the adequacy of road maintenance 
funding, the management of vehicle overloading on Nepal’s roads, DOC’s rolling out of the 
ASYCUDAWorld to additional customs points, and the upgrading of customs systems as new 
technologies become available. This validation agrees with these recommendations. 
 
B. Comments on Project Completion Report Quality 
 
41. Overall, this validation assesses the PCR quality satisfactory. It has detailed reporting on 
the project rationale, relevance, outputs and achievements, scheduling, financing, implementation 
arrangements, safeguards regarding resettlement and environmental effects, and the evaluation 
of performance. Its only substantive shortcomings relate to some deficiencies in quantitative 
analysis undertaken to reestimate the project’s and subproject’s EIRRs. 
 
C. Data Sources for Validation 
 
42. Data sources used for this validation are the PCR, RRP, back-to-office reports and aide 
memoire relating to loan review missions, the project’s safeguard assessment,  
and ADB’s Key Economic Indicators for Asia and the Pacific 2018. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
43. This validation does not recommend further Independent Evaluation Department  
follow-up in relation to this project. 
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