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I. PROJECT DESCRIPTION 

 
A. Rationale 
 
1. In 2006, Nepal’s population is predominantly rural at 85%, scattered throughout the 
remote mountainous areas. In these remote areas, access to basic facilities and services is 
difficult, undermining the socioeconomic growth and development of the rural population.  
To overcome the challenge on physical connectivity, the Government of Nepal recognized the 
crucial role of information and communication technology (ICT) in effectively overcoming 
geographic barriers, delivering public services, and reducing poverty.   
 
2. E-development in Nepal has not kept up with the increasing demand for ICT development. 
Modernization efforts, including e-government, were slow, indicated by the country’s low  
e-readiness indices belonging to the lowest quintile in 2005, as assessed by global institutions, 
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such as the World Bank and United Nations.1 As of 2007, 31 of 39 licensed internet service 
providers operated and served about 210,000 users (0.83% penetration) mostly in Kathmandu. 
The 6.5% voice communication penetration rate was also in favor of Kathmandu. More than 40% 
of rural districts had no telecommunication services. Out of the 4,000 village development councils 
(VDCs), the very small aperture terminal technology was used to provide telephone lines to 216 
VDCs in remote mountainous regions.  
 
3. To explore the potentials of ICT, the government developed a progressive policy and 
regulatory and legal framework for ICT. However, existing policies continued to be 
compartmentalized, which hindered it to adapt to the fast evolving and developing technologies 
in the sector (footnote 1). In 2006, an e-government master plan for Nepal was developed with 
the assistance of the Republic of Korea. The master plan identified the needs and gaps in 
infrastructure and lead e-applications and developed an implementation framework toward 
citizen-centered and business-friendly online services. Development of e-government had been 
limited as each ministry had its own information management system and services developed in 
a piecemeal and vendor-driven manner; hence, there was no centralized data center. The 
communications network was outdated and government’s presence on the internet consisted 
mostly of outdated websites with limited online e-citizen service (footnote 1). 
 
4. In 2008, to promote improvements in ICT in the country that would lead to socioeconomic 
improvements in remote and rural communities, the Asian Development Bank (ADB) approved a 
grant amounting to $25 million for the ICT Development Project. The project aimed to improve 
rural connectivity, provide the government with an ICT network to enable better exchange of data 
and information within the government, and develop priority e-government applications to 
enhance the delivery of government services.  
 
B. Expected Impacts, Outcomes, and Outputs 
 
5. The project’s expected impacts at appraisal were: (i) socioeconomic improvements in 
remote and rural communities through ICT; and (ii) improved ICT uptake in the community, 
business, and government. The envisaged outcome targets at appraisal were: (i) ICT made more 
accessible, affordable, inclusive, sustainable, and useful to remote and rural communities; and 
(ii) public services made more citizen-centered and business-friendly through ICT. The project 
had five outputs, with one output targeting rural connectivity. The second output was to provide 
government ICT network, while the third output was to develop e-government applications.  
The fourth output was a nationwide human resources development (HRD) for e-government and 
ICT and the last output was the establishment of national ICT operating policies and guidelines 
to ensure interoperability with online technologies of government, business, and the broader 
community. 
 
6. As a result of the midterm review mission in 2012, the design and monitoring framework 
(DMF) was revised to drop output 1 (rural connectivity), define the output indicator for the National 
Identification (NID) system under output 2 to be a pilot phase, and drop academic courses in  
e-governance as an output indicator under output 4.2 As a result of dropping output 1 and its 

 
1  ADB. 2007. Report and Recommendation of the President to the Board of Directors on the Proposed Asian 

Development Fund Grant Nepal: Information and Communication Technology Development Project. Manila. 
2  Several DMF outcomes and output indicators were revised. The rural e-community component was dropped because 

this was sufficiently achieved through the initiatives of the government, including the Nepal Telecommunication 
Company, and other telecom providers. Consequently, the output indicator related to the village network portal under 
output 3 was also dropped. ADB (South Asia Department [SARD]). 2012. Grant Review Mission to Nepal: Information 
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associated output indicators, the expected impact of socioeconomic improvements in remote and 
rural communities through ICT was dropped. The outcome target was revised to improved 
accessibility, efficiency, and transparency in public service delivery through increased application 
of ICT, ensuring affordable access to ICT for communities and businesses. Despite the revisions, 
outcome indicators related to rural e-community were retained. 3  Outputs were revised to  
e-government framework and data infrastructure (output 1); e-citizen services and applications 
for driver’s license, vehicle and land registration, and public service recruitment (output 2); 
nationwide HRD for e-government and ICT (output 3); and national ICT operating policies and 
guidelines to ensure interoperability with online technologies of government, business, and the 
broader community (output 4). 

 
C. Provision of Inputs 
 
7. The project was approved in January 2008 and became effective in July 2008, a month 
earlier than the date indicated in the grant agreement. The project was extended three times and 
was completed in December 2018, 4 years later than the original completion date.4 According to 
the project completion report (PCR), the delay in project completion was caused by problems with 
procurement as the Office of the Prime Minister and Council of Ministers (OPMCM) and the project 
implementation units (PIUs) were not familiar with ADB’s procurement procedures, and due to the 
trade and transit embargo imposed by India from August 2015 to February 2016. Major 
earthquakes in 2015, as well as changes in the national political system resulting in the turnover 
of government officials, also caused the delays. The project was also extended to complete the 
implementation of the NID system and e-governance application for land registration, vehicle 
registration, and issuance of driving licenses.  
 
8. This validation identifies additional causes of delays. The High-Level Commission for 
Information Technology (HLCIT) undertook reorganization in 2009 and was later abolished in 
2011. HLCIT was the agency responsible for the government enterprise architecture (GEA) under 
output 1 and the village network portal under output 2 that was later dropped. The Ministry of 
Information and Communication, the agency responsible for rural e-community component that 
was later dropped, had weak capacity and enthusiasm for the project.5 Another contributing factor 
was that despite the low level of e-governance in Nepal, the envisaged project management 
consultant (PMC) only involved three national IT experts—an ICT human resource development 
adviser and team leader, a network integration specialist, and a system integration specialist. The 
PMC was engaged almost 2 years after the grant became effective. The NID implementation was 
also problematic as there was no clear scope, list of requirements, and structure of documents.  

 
and Communication Technology (ICT) Development Project. May (internal); ADB (SARD). 2012. Midterm Review 
Mission to Nepal: ICT Development Project. December (internal). 

3  These indicators were (i) a 10% increase in teledensity (both in terms of individual household and shared-facility 
telecenters) and 10% reduction in communication cost in project areas, within 3 years after project completion;  
(ii) financially and technically sustainable telecenter and wireless network operations of rural internet service 
providers, within 3 years after project completion; and (iii) a 20% increase in satisfaction with access and use of 
services (health, education, remittance, and government services) in rural communities and among businesspeople 
in 38 districts, within 3 years by 2015. ADB (SARD). 2013. Minor Change in Scope: Information and ICT Development 
Project. 12 February (internal). 

4  The first extension was from 31 December 2014 to 31 March 2016 (memo dated March 2014) and the second was 
until 31 March 2018 (memo dated March 2016). The last extension was approved in April 2018. This validation notes 
that the PCR indicated June 2014 as the original completion date. 

5  ADB (SARD). 2008. Consultation Mission to Nepal: ICT Development Project. Back-to-office report. April (internal).  
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It was only in September 2014, 2 months before the original completion date, that a concept paper 
for the NID system was prepared for approval.6 
 
9. At appraisal, the estimated project cost was $31.2 million, of which 80% was from ADB 
and 20% from the government to cover taxes and duties. At completion, the actual project cost 
was $26.6 million, with the 80–20 share unchanged. The grant savings of $4.6 million was mainly 
due to the lower prices of contract packages, appreciation of the dollar against the rupee, and the 
dropping of the rural e-community component. The validation notes that a portion of the  
$9.0 million previously allocated for the dropped component was mainly reallocated to revised 
outputs 1 and 2. The increased allocation required by output 1 was due to the additional scope of 
work to strengthen the e-communication systems in the government, consequently, requiring 
additional international experts to support the development of the GEA, and procurement 
requirements for the government integrated data center (GIDC) infrastructure management, 
including its security strengthening. 7  Under output 2, additional resources were provided to 
engage international IT experts for the NID system.8  
 
10. As envisaged, a PMC team was engaged for 108 person-months to assist project 
management unit (PMU) in supervising and monitoring the implementation of the project. The 
PCR noted that frequent replacement of PMC members delayed project implementation. This 
validation notes that international consultants were engaged (para. 9). However ,the PCR did not 
provide any details on the actual number of person-months. The project was categorized B for 
environment.  Since the project had no civil works, no environmental impacts were observed 
during the initial environmental examination (IEE), which was prepared following ADB’s 
Environmental Assessment Guidelines (2003). The project was categorized C for both involuntary 
resettlement and indigenous peoples. With some gender elements, the project did not require a 
gender action plan. 
 
D. Implementation Arrangements 

 
11. The OPMCM was the executing agency and established the PMU, supported by the PMC. 
A project steering committee (PSC) was established to supervise project implementation but did 
not convene during project implementation. Each project output and component had an assigned 
implementing agency.9 When the HLCIT was dissolved in 2011, the responsibility for GEA was 
transferred to the National Information and Technology Center (NITC). Each implementing 
agency established a PIU responsible for monitoring day–to–day progress of the project, 
procurement, and preparing project progress reports. 
 

 
6  ADB (SARD). 2014. Consultation Mission to Nepal: ICT Development Project. Back-to-office report. 15 September 

(internal). 
7  ADB (SARD). 2015. Review Mission to Nepal: ICT Development Project. Back-to-office report. 16 September 

(internal); and ADB (SARD). 2016. Review Mission to Nepal: ICT Development Project. Back-to-office report.  
7 September (internal).  

8  ADB (SARD). 2010. Minor Change in Scope: ICT Development Project. 6 September (internal); and ADB (SARD). 
2017. Minor Change in Scope: ICT Development Project. 2 June (internal).  

9  Rural e-community (dropped): Ministry of Information and Communications; Output 1, government network 
component: Ministry of Environment, Science and Technology; Output 1, enterprise architecture component: HLCIT; 
Output 2, e-government application for driver’s license and vehicle registration component: Ministry of Labor and 
Transport Management; Output 2, e-government application for land registration component: Department of Land 
Reform and Management; Output 2, NID system component: Ministry of Home Affairs; Output 2, e-recruitment 
management system component: PSC; and Output 3: Ministry of Federal Affairs and General Administration. The 
village network portal component under the revised output 2 was originally assigned to HLCIT but was dropped. The 
academic courses in e-governance component under the revised output 3 was originally assigned to PSC but was 
dropped. 
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12. The validation notes that during the first 2 years without the PMC (para. 8), the consultants 
engaged under an associated project preparatory technical assistance assisted the OPMCM and 
implementation agencies. 10  This validation notes that given the country’s low level of  
e-development and as the first ADB investment project in the ICT sector, it was not a surprise that 
initially, the implementation capacity of PMU and PIUs were poor with assigned staff unfamiliar 
with ADB requirements and procedures. 11 The Ministry of Home Affairs had no capacity to 
prepare the project requirement, procure contracts, and implement the NID; hence the request to 
engage an international consultant to assist the pilot phase of the NID system. 12  The NID 
remained problematic until 2018, resulting in the project’s third extension. 13  This validation 
considers the implementation arrangements less than satisfactory, given the inadequate capacity 
strengthening support, which could have mitigated the risks related to institutional and staff ICT 
capabilities.14  

 
13. The PCR identified 24 grant covenants, of which 17 were complied with; 1 was complied 
with but with delays; 2 were partially complied with; and 4 were waived. Based on the PCR’s 
Appendix 6, the total number of grant covenants was 22, 15 of which were complied with 
(including 2 with delays); 3 were partially complied with; and 4 were waived as the rural  
e-community component was dropped. 15  The four covenants partially complied with were:  
(i) the PSC never convened, (ii) the vehicle registration system (VRS) was developed but not 
rolled-out, (iii) quarterly progress reports were not submitted regularly after 2017, and (iv) the 
standard cost model was devised but did not capture the full project performance monitoring 
system (PPMS) function. This validation further notes that PIUs in PSC, Ministry of Labor and 
Transport Management, and Ministry of General Administration were not established within  
1-month after grant effectiveness; hence it was complied with delays.16 Since the VRS was not 
rolled-out, the covenant under government network was only substantially complied with delays. 
Since it was unclear whether a PPMS was established, and the PCR acknowledged that there 
were no clear guidelines on how the data will be collected and no baseline data, this validation 
assesses that the covenant related to PPMS was not complied with. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
14. The PCR rated the project relevant, based on the project’s alignment with the country’s 
ICT Policy 2000, Telecommunication Policy 2004, ICT Draft Policy 2006, and the country’s 10th 
Five-Year Plan (FYP) (2002–2007). 17 It was aligned with ADB’s country strategy and program 

 
10  ADB. 2006. Technical Assistance to Nepal for Preparing the Information and Communication Technology 

Development Project. Manila. 
11 ADB (SARD). 2008. Inception Mission to Nepal: ICT Development Project. Back-to-office report. October (internal).  
12 ADB (SARD). 2010. Project Review Mission to Nepal: ICT Development Project. Back-to-office report. July (internal).  
13 ADB (SARD). 2018. Project Review Mission to Nepal: ICT Development Project. Back-to-office report. August 

(internal). The extension of March to December 2018 was to complete the NID data enrollment, personalization of 
data, and issuance of NID cards.  

14 When ADB raised the need for monitoring and evaluation (M&E), it was only then that PIU agreed to integrate an 
M&E mechanism in each of the component. ADB (SARD). 2010. Project Review Mission to Nepal: ICT Development 
Project. December (internal). 

15  As a result of dropping the rural e-community component, four covenants were waived. These are wireless 
broadband network, tele-centers, voice over internet protocol service provision, and land acquisition and 
resettlement. 

16 ADB (SARD). 2008. Inception Mission to Nepal: ICT Development Project. Back-to-office report. October (internal).  
17 Government of Nepal, Nepal Telecommunications Authority. Policies. https://nta.gov.np/en/policies/; Government of 

Nepal, National Planning Commission. 2002. Tenth Plan (2002–2007). March. https://npc.gov.np/images/ 
category/10th_eng.pdf.  

https://nta.gov.np/en/policies/
https://npc.gov.np/images/category/10th_eng.pdf
https://npc.gov.np/images/category/10th_eng.pdf
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update for Nepal 2004–200618 and country partnership strategy (CPS) for Nepal 2005–2009.19 
The project supported the development of the Digital Nepal Framework 2019, which aimed to 
create good governance and a digital Nepal. Since e-government is a factor in achieving the 
Sustainable Development Goals, project outputs were consistent with improving the quality and 
efficiency in public service delivery. The project is contributory to achieving the national vision and 
objectives in Nepal’s Information Technology (IT) Policy 2000, making ICT: (i) accessible to the 
public; (ii) effective in generating employment; and (iii) encouraging development of a knowledge-
based society and industries.  

 
15. The PCR assessed the project modality as appropriate since outputs were straightforward 
and well-defined . Consultation with development partners was conducted to avoid overlapping 
activities and follow a complementary approach during project formulation.20 It also assessed the 
DMF as well-designed at appraisal with a logical results chain, appropriate indicators and clear 
targets. With the revisions of the DMF in 2013, it remained relevant. Due to the rapid development 
and technological innovation in ICT, the project’s rural e-community component became 
redundant and was cancelled.  
 
16. The validation observes several deficiencies in the project design. There was no clear 
scope and requirements planned for the NID implementation, considering this was a complex 
project entailing a wide-range of perspectives (i.e., technology, business process reengineering 
cost, and policy). These could have been foreseen and thus, could have entailed better project 
preparation. However, for instance, the concept paper was only submitted 2 months before the 
original project completion date (para. 8 and footnote 6). One of the risks identified at appraisal 
was the lack of general ICT absorptive capacity among government staff (footnote 1, para. 65 
[vi]). However, the consultants were mainly engaged to support the procurement and monitoring 
activities under the project (para. 10), instead of directly helping in the ICT capacity-augmenting 
efforts within the bureaucracy. Some required activities were not considered such that add-on 
activities had to be implemented to improve the security of project outputs, including a GIDC 
infrastructure management and GIDC security strengthening (para. 9).  
 
17. On the DMF, the envisaged and revised project outcome pertained to the reduction in 
processing time and transaction costs by developing an e-government system.  However, there 
was no clear linkage between this revised outcome and the corresponding outputs. Pertinent 
performance targets could have been indicated to strengthen the causal link such as a targeted 
number of driver’s license and national ID issued, number of land and vehicle registration 
issuance, number of government offices or districts with document management system and 
email system installed and using e-government applications, and number of departments and 
participants trained under the nationwide human resource development component. These types 
of targets were also essential in assessing the economic viability and financial sustainability of 
the project.  Without clear targets, the project followed a piecemeal approach in identifying the 
targets and deliverables. Even when revised, baseline and performance targets were not 
indicated, and the target year was not realistic based on the progress at that time.   
 
18. On the appropriateness of the change in scope, this validation notes that the project was 
aimed at addressing two key development challenges, one of which was to improve  
e-communication in the 38 districts. However, removing the rural e-community component 
significantly diminished the project’s relevance, given the context of its original objective. Although 

 
18 ADB. 2003. Country Strategy and Program Update: Nepal, 2004–2006. Manila. 
19 ADB. 2004. Country Strategy and Program: Nepal, 2005–2009. Manila. 
20 ADB. 2020. Completion Report: Information and Communication Technology Development Project in Nepal. Manila. 
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a revision in the DMF was made, outcome indicators related to tele-density, sustainability of  
tele-centers, and access and use of services in rural communities were kept despite not being 
relevant to the remaining four outputs. The revised project scope instead focused on improving 
government service delivery through the development of ICT in the government system, materially 
altering or fundamentally affecting the approved scope and project outcome. 21  Also, the 
cancellation of the rural e-community component due to its redundancy with the National 
Telecommunication Company (NTC) program could have been avoided if the recognized major 
player in rural telecommunication, such as NTC, was involved from design to implementation.22 
ICT is a fast-changing sector and the project did not consider technological advances and 
obsolescence in infrastructure and software. These were aspects where the NTC could have 
provided crucial inputs and directions, given its penetration in the rural areas. Assessing the 
change in scope as major would have given the project appropriate time and guidance to  
re-evaluate and redesign it and avoid several minor changes and extensions thereafter.23  
 
19. The validation assesses the project at appraisal to be addressing two key development 
challenges, that is, rural e-connectivity and e-governance, through ICT development. These two 
were the bases on which the project was approved. As discussed above, the first component, 
which aimed to address rural e-connectivity, was removed during project implementation, while 
the remaining components focused on addressing e-governance. This fundamentally changed 
the project objective and design, and on this basis, the validation assesses the project less than 
relevant.24 
  

 
21 ADB. 2018. PAI No. 5.02. Change in Loan Projects. December (internal). Manila. 
22 NTC, a state-owned telecommunication provider, was to provide with a bandwidth to provide WIMAX service to all 

VDCs and municipalities including all 38 districts planned to be covered under the project. ADB (SARD). 2012. 
Review Mission to Nepal: ICT Development Project. May (Internal). Although it was recognized at appraisal that 
NTC’s CMDA roll-out plan was not compatible with high-quality data services (footnote 1, Appendix 2), NTC sees 
broadband service as the future, making it the future direction of the company. In NTC’s 2007 Annual report, it 
emphasized its goal to provide cost effective telecom services in the entire country and as part of its 11th Plan, it 
aims to provide broadband services in the form of high-speed internet. In 2006, NTC’s CDMA service has covered 
71 out of the 765 districts and 2006 out of the 3914 VDCs. Although, at appraisal, it was recognized that its CDMA 
expansion may not be compatible with high-quality data services, its institutional direction is aligned with the project’s 
objective to improve access to telecom facilities in the rural communities. NTC would have been a very valuable 
partner in designing and identifying the gaps in rural e-communication. Nepal Doorsanchar Company Limited. 2007. 
Nepal Telecom 2007 Annual Report. Nepal. 

23 When the government requested for the cancellation of the rural e-community component, ADB already viewed it to 
be a major scope change. ADB (SARD). 2012. Review Mission to Nepal: ICT Development. Back-to-office report. 8 
May (internal). Excluding the dropping of rural e-community component, minor changes in scope and implementation 
arrangements were approved to reallocate grant proceeds as a result of the component dropped, reallocate grant 
proceeds to engage consultants specifically for the NID component, and extend the project three times. 

24 The Independent Evaluation Department (IED) and SARD have differing views on assessing relevance. SARD 
considered the project highly relevant given its alignment to the government’s and ADB’s strategies at appraisal and 
at completion. The project design is highly innovative in building basic ICT infrastructure to expedite service delivery, 
promote good governance, and realize the vision of e-GMP. SARD also argued that the change in scope was 
conducted in a timely manner to restore the project’s relevance and prevent waste of resources. It noted that for a 
project such as this, which focused on piloting and scaling-up ICT development, scope change is usually required. 
SARD added that given the immense significance of the project in contributing toward the digital transformation of 
the country, the lower relevance rating related to how the change in scope was administered is compensated by the 
importance of the project for the country and the adequate response on the change in scope. While IED 
acknowledges that the project was relevant to the government and ADB’s strategies, it is in the other criteria for 
relevance that the project fell short. IED is of the view that the reduced scope significantly altered the intended 
outcome of the project approved at appraisal. Such change required a major change in scope requiring revisions in 
the DMF to ensure a vertical linkage of outputs and outcomes, which was subject for approval by the ADB Board. In 
addition, the project's DMF was weak, and it was not apparent from the project design that it was a “pilot.”  
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B. Effectiveness in Achieving Project Outcomes and Outputs 
 
20. The PCR rated the project effective, based on the project’s achievement of the target 
outcomes and outputs. All the six outcome indicators were achieved. First, individual tele-density 
increased by 121 percentage points compared to 10% target and communication cost decreased 
by 86% against the 10% target. Second, mobile data is accessible in all districts including rural 
areas with 6 of 11 registered internet service providers operating since 2009. Third, a rapid 
assessment survey in 2020 indicated a 50% increase in satisfaction with access and use of e-
services, compared to 20% target. Fourth, 82% of land revenue offices (LROs) were using the 
Land Revenue Information Management System (LRIMS) compared to the 10% target. Fifth, an 
average of 25% reduction on processing day to obtain land certificate and 70% to issue a driver’s 
license, compared to 10% target.25 Sixth, the 10% reduction on transaction cost in accessing 
government services was assessed at completion through a survey indicating that around 40% 
of transaction cost was reduced to obtain an electronic driving license. This validation notes that 
the first two outcome indicators were not applicable since tele-density and tele-centers were 
associated with the dropped component.  
 
21.  The PCR noted that all the 11 output indicators were achieved, of which 8 were achieved 
with delays. Three achieved indicators without delays were related to output 3 (nationwide HRD 
for e-government and ICT). Under output 1, GEA was developed as a standard framework for  
e-government applications and GIDC, within the NITC, was established and strengthened, with 
customized groupware application. The document management system and e-mail system were 
operated in NITC and video conferencing devices were installed in more than 40 government 
institutions. The pilot phase of the NID system was completed with NID cards issued in 2018. 
Under output 2, LRIMS was implemented in all LROs and the electronic driver’s license 
registration system (EDLRS) was operational in all 16 DOTM offices, while the vehicle registration 
system was developed but not rolled-out. The Public Service Recruitment Management System 
(PSRMS) was operational. Under output 4, the national ICT operating policies and guidelines 
were established and provided the legal grounds to establish and operate e-government and ICT.  

 
22. Achievements from LRIMS and EDLRS on increased usage and reduced processing time 
and transaction cost were beyond the 10% target (PCR, Appendix 7). For NIDS, 1 hour was 
reduced per transaction.  However, there was no baseline data to confirm if it met the 10% target. 
For PSRMS, only a descriptive potential benefit of travel and cost savings by applications and 
paper cost was discussed.26 Since the VRS was not rolled-out, it did not meet the 10% target for 
each indicator.  

 
23. The PCR noted that the project did not involve any land acquisition and had minimal 
environmental footprint. There were no involuntary resettlement and impacts on indigenous 
peoples. Following the evidence provided, of the four relevant outcome indicators, one was 
achieved, one was substantially achieved (usage of e-government services), and two were 
partially achieved (reduced processing time and transaction cost). This validation notes that the 
achieved indicator (satisfactory rating) was based on the face–to–face and mail survey with the 
selected staff from the implementing agencies involved in the project implementation, which have 
to be taken with a grain of salt. The validation assesses that the  
11 output indicators were achieved and that delays were a result of weak project design, 

 
25 Appendix 1 of the PCR indicated that only 20 LROs were still on paper-based transaction, but from the figures 

provided, there were 23 LROs. 
26 The PCR noted that 100% of the applications for public service were received through the online system (footnote 

20, para. 13).  
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particularly when the DMF was revised in 2013, target years were not properly adjusted.27 Based 
on the validation’s assessment of achievement of project outcomes and outputs, the project is 
assessed effective.  
   
C. Efficiency of Resource Use 
 
24. The PCR rated the project efficient, based on the recalculated economic internal rate of 
return (EIRR) at project completion. The methodologies for the valuation of economic benefits 
were different at appraisal and at completion; thus, making them incomparable.28 At appraisal, 
the EIRR was computed based on the four components (e-government interconnectivity,  
e-government applications, ICT network, and HRD component), while the PCR’s economic 
reevaluation focused on NIDS under output 1 and EDLRS, LRIMS, and PSRMS under output 2. 
At completion, the recalculated EIRR was 23%, higher than the 12% hurdle rate for economic 
viability.29 The recalculated EIRR of four subprojects showed PSRMS and LRIMS having the 
highest EIRRs at 30%. The EIRRs for NIDS was 22% and 16% for EDLRS. 
 
25. This validation finds shortcomings in the quantification of economic costs and in the 
estimation of economic benefits. The total investment cost included in the recomputed EIRR was 
$11.5 million, which was about 48% of the total estimated economic investment cost of  
$24 million. This validation assesses that costs incurred in implementing outputs 1 and 3 should 
have been considered in recomputing the EIRRs. The GEA framework for the e-government 
applications, and data storage system for government data under output 1, and output 3’s 
capacity building to develop the knowledge and skills of staff on how to operate the ICT systems, 
contributed to the delivery of output 2 (e-citizen services and applications). Also, it was not clear 
how the shadow pricing adjustments were meaningfully applied in converting project costs from 
financial to economic. Moreover, the data used behind the assumptions to estimate economic 
benefits (i.e., travel time and cost savings for PSRMS, EDLRS, and LRIMS) were not robust since 
there were no reference to the data source.30 Use of the official reports could provide a more 
objective estimation of benefits. Furthermore, there were no estimates made on the volumes of 
transactions, which each system is capable of handling of.31 In addition, there were economic 
benefits generated for NIDS in years where the subproject was not yet rolled out.32 Also, the 
survey methodology that was used in estimating economic benefits was not clear. 

 
26. On process efficiency, this validation observes that the project with a reduced scope was 
significantly delayed, with institutional and technical staff capacity deficiency as one of the causes. 
Despite the additional scope under outputs 1 and 2, cost overrun was not incurred mainly due to 
a reallocation of funds from the dropped component. Based on the shortcomings in the 

 
27 This validation also notes that as far as the DMF is concerned, the output indicator for VRS was achieved, but only 

partially based on the covenant on government network. 
28 At appraisal, the Balance Scorecard framework for IT was used while in the PCR, the methodology for the project 

reevaluation was based on ADB’s Guidelines for the Evaluation of Public Sector Operations, 2016 (as amended), 
and the Guidelines for the Economic Analysis of Projects, 2017 (as amended). 

29 The project team clarified that costs incurred under outputs 1 and 3 were excluded from the analysis since benefits 
cannot be quantified. The project team submitted its corrected recomputed EIRR. From 23%, the revised aggregate 
recomputed EIRR is 20%. 

30 If these data came from the survey response from selected staff involved in the project, there was no explanation on 
how these were collected, processed, and analyzed and the sampling methodology that was used (e.g., how many 
respondents, sampling error, etc.) 

31 The PCR’s EIRR calculation provided the actual number of transactions and not the total number of transactions that 
the system is capable of processing.  

32 The EIRR calculation has economic benefits from 2014–2017 but the distribution of NID cards only started in 2018. 
A corrected calculation of EIRR (8.7%) for the NIDS subproject was submitted by the project team during the 
finalization of this report. 
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recalculation of EIRRs and the substantial delay in project implementation, the validation 
assesses the project less than efficient.33 
 
D.  Preliminary Assessment of Sustainability 
 
27. The PCR rated the project to be likely sustainable based on its findings that project outputs 
are operational and providing efficient services such as GIDC. The PSRMS was continuously 
being improved after completion through additional hardware and network equipment and 
application module for e-payment. The LRIMS in all LROs increased revenue collection and its 
operations and maintenance (O&M) was contracted out to the private sector. The Department of 
Land Reform and Management developed a public access module and timely system updates 
utilizing government resources. NID card is being integrated with public service delivery systems, 
but to be fully functional, it has to cover the entire population.34 However, there was no information 
provided on the ongoing government efforts and targets in this area. The National ID Act 2020 
restructured the National ID Card Management Center into the Department of National ID and 
Civil Registration.35 The staff turnover in less than 2 years and their replacement by inexperienced 
staff slowed operations and suspended e-service applications temporarily. The PCR determined 
that the government is committed to build ICT capacity through NITC. 36  The implementing 
agencies have allocated budget to support the O&M of the e-government application system and 
data infrastructure annually. 
 
28. The validation notes that there was no analysis made on the required and available 
resources for O&M of the project outputs for each subproject operation. Additional information 
was provided to IED indicating that relevant agencies maintaining and operating the  
e-government applications have sufficient budget to maintain the equipment and websites, except 
for the Department of Land Reform and Management. 37  The PCR noted that transition to 
federalism would delay service delivery, given the time and resources required to fully adopt the 
applications (footnote 20, para. 50). However, a recent government decision has enabled local 
and provincial governments to adopt and continue the use of e-government applications 
developed under this project.38 The validation assesses the project likely sustainable.  
 

 
33 IED and SARD have differing views in assessing efficiency. SARD considered the methodology it used in calculating 

the EIRR at completion to be in accordance with the Guidelines for Economic Analysis of Projects 2017, by not 
including the costs of two major components (ICT network and HRD components) as the benefits of these two 
components could not be quantified and that an efficient rating is justified. On project delays, SARD noted that these 
can be attributed to exogenous factors such as earthquakes and trade blockade, which were accounted for in the 
EIRR calculation. It argued that delays of the project should not be seen as an additional stand-alone reason to 
downgrade efficiency. SARD acknowledged that while primary data collection for the purpose of the PCR had 
limitations, more in-depth data collection was not possible due to the coronavirus disease (COVID-19) pandemic and 
the lockdown. IED retains its rating on efficiency in view of the assessments stated in paras. 25 to 26 on the EIRR 
methodology and process efficiency. While IED acknowledges that primary data collection is difficult due to COVID-
19, the survey methodology that was used in the PCR, including the type of sampling done, sampling error, number 
of respondents, was not clear.  

34 A recent development was provided by the project team to IED during the finalization of this report. The original 
discussion in the PCR was NID’s sustainability depends on NID card integration with public service delivery systems, 
which has not been assured (footnote 20, para. 48). 

35 This additional information was provided to IED during the finalization of this report. 
36 During the finalization of this report, the project team indicated that regular training program organized by the 

government at the department level was being conducted. 
37 No official source document was provided to IED. 
38 IED was provided with additional information from the implementing agency, through the PCR team, indicating that 

since they were designed in an open platform, there was no change nor modification in the e-government applications 
as the operation was simply transferred to the provincial government.   
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III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
29. The PCR rated the project’s development impact satisfactory based on the project being 
a catalyst to the increase in the utilization of ICT services since 2015. The government network 
and e-service applications contributed to improved efficiency, transparency, and accountability of 
government transactions and positively affected the poor and vulnerable. From 2010 to 2018, the 
PCR observed that Nepal’s United Nations E-Government Development Index (EGDI) 39 
increased by 74%, from 0.27 to 0.47, exceeding the DMF target of 10%.  
 
30. Instead of using the EGDI, the scope and quality of the online services component are 
more appropriate.40 Nepal’s online service index improved from 0.17 in 2010 to 0.40 in 2020. 
While this may indicate an improvement in access to government services, with the dropping of 
rural e-community component, the validation views that the project’s development impact to 
improved socioeconomic conditions in the rural communications weakens. Given the lack of 
evidence that the e-government improvements benefited the socioeconomic conditions of the 
rural population, this validation assesses project impact to be less than satisfactory.   
 
B. Performance of the Borrower and Executing Agency 
 
31. The PCR rated the performance of the borrower and the executing agency satisfactory. 
The government ensured that sufficient counterpart funds were available in a timely manner.  
The executing agency, PMU, and PIUs were committed to the project and showed strong 
ownership. However, they exhibited performance deficiencies such as: (i) failure to submit 
progress reports from 2016 to 2018; (ii) experienced frequent turnover of staff resulting in delays 
in needed actions and decisions; and (iii) procurement of the NID package was behind schedule 
due to the need for rebidding, which delayed project completion. The project achieved substantial 
outputs due to the executing agency and implementing agencies taking full ownership of the 
project. 
 
32. The validation notes that this was the first ADB-assisted ICT grant project under a period 
where ICT development in Nepal is still on an infancy stage and that there were no e-government 
services available in the involved implementing agencies. Lack of technical capacities in 
implementing, monitoring, providing IT expertise, and unfamiliarity with ADB procedures were 
expected. Nevertheless, the government was able to conduct various human resource 
development training on ICT (output 3). With its limited capacity and factors beyond its control, 
the executing agency and implementing agencies were able to coordinate the implementation of 
the project involving several ministries and government offices and substantially contribute to the 
development of ICT in the areas of public service delivery. The government endorsed the national 
policy for GEA and the Nepal e-government interoperability framework. They also established 
intergovernmental agreements to help sustain the e-government applications delivered under this 
project.  However, the discussion on finalizing the cofinancing partnership with the Korean 

 
39 The E-Government Development Index is a composite measure of three important dimensions of e-government: 

provision of online services, telecommunication connectivity, and human capacity. The EGDI is not designed to 
capture e-government development in an absolute sense; rather, it aims to give a performance rating of national 
governments relative to one another. United Nations. e-Government Knowledgebase. E-Government Development 
Index. https://publicadministration.un.org/egovkb/en-us/About/Overview/-E-Government-Development-Index. 

40 The other two components are the telecommunication infrastructure index and the human capacity index. The first 
one is mostly related to the dropped component, while the second is related to the overall literacy and educational 
level of the population. 

https://publicadministration.un.org/egovkb/en-us/About/Overview/-E-Government-Development-Index
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government could have been better handled to maintain good government relations for future 
collaboration. 41  Based on the country context, limitations, and achievements, the validation 
assesses the performance of the borrower and executing agency satisfactory. 
 
C. Performance of the Asian Development Bank  
 
33. The PCR rated the performance of ADB satisfactory. ADB coordinated closely with the 
borrower, executing agency, and implementing agencies and provided support through the project 
preparatory technical assistance (PPTA) consultant at the start of implementation. ADB mobilized 
consultants to train government staff on procurement, financial management, safeguard 
monitoring, and progress reporting. At the conclusion of the PMC contract, ADB mobilized a 
consultant to assist PMU in submitting progress reports. ADB fielded regular missions to monitor 
progress, resolve issues and conducted frequent project meetings with the EA and implementing 
agencies. ADB organized regular tripartite portfolio review meetings to resolve issues and its 
monitoring, supervision, and support were considered adequate. 
 
34. The validation views that despite conducting preparatory work through a PPTA, it lacked 
detailed financial analyses, particularly for e-government applications for driver’s license, vehicle 
registration, and land registration to support its financial sustainability. It also lacked an effective 
performance measurement and monitoring and evaluation system.42 Mainly due to project design 
weaknesses, capacity support to the executing agency and implementing agencies was not 
sufficiently provided, given that this was the first major ICT project in Nepal. The lack of it resulted 
in several fund reallocation and changes in scopes (i.e., basic e-governance security features 
were not part of the design and was only identified later as an additional scope). ADB expedited 
these requests, including reallocation of grant funds to other components. ADB extended 
assistance to the PIUs experiencing difficulties in preparing terms of reference, contracts, and 
implementation by authorizing the mobilization of consultants to assist the PIUs. Based on these, 
the validation assesses ADB performance satisfactory. 
 

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

 
35. Overall, the PCR rated the project successful. The PCR assessed the project relevant as 
it aligned with government’s policies and ADB strategies. It indicated that the project was effective 
and efficient as its recomputed EIRR exceeded the economic hurdle rate even with the substantial 
delay incurred. The PCR also indicated that the project was likely to be sustainable given the 
strong institutional settings and government’s financial support and full ownership.  
 
36. The validation assesses the project less than relevant due to several project and DMF 
design weaknesses and inappropriate change in scope. The project was effective given that 
outcome was substantially achieved. The project was less than efficient since the recomputed 
project EIRR had significant methodological issues, including the non-consideration of all project 
costs and weak methodology for estimating benefits, that clouded the robustness of the results. 
The project was likely sustainable. Overall, the validation assesses the project less than 
successful.  
 

 
41  ADB (SARD). 2007. Appraisal Mission to Nepal: ICT Development Project. Back-to-office report. September 

(internal). 
42 These two, among other things, were the objectives of the PPTA. 
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Overall Ratings 
Validation Criteria PCR IED Review Reason for Disagreement  

and/or Comments 
Relevance Relevant Less than 

relevant 
Weak project and DMF designs, such that 
baselines (i.e., processing time, transaction cost) 
and performance targets were not available (i.e., 
expected number of transactions, number of 
government agencies to implement a DMS). The 
change in scope was not appropriate since the 
vertical linkage of outputs and outcomes was not 
evident. 

Effectiveness   Effective Effective  
Efficiency  Efficient Less than 

efficient 
The recomputed EIRR had significant 
methodological issues. The project, with reduced 
scope, was significantly delayed with several 
changes in scope and implementation 
arrangements.  

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall Assessment Successful Less than 
successful 

 

Preliminary 
Assessment of Impact 

Satisfactory Less than 
Satisfactory 

No evidence to suggest that the e-government 
improvements benefited the socioeconomic 
conditions of the rural population. 

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Less than 

satisfactory 
Para. 44. 

ADB = Asian Development Bank, DMF = design and monitoring framework, DMS = document management system, 
EIRR = economic internal rate of return, IED = Independent Evaluation Department, PCR = project completion 
report. 
Source: ADB (IED). 
 
B. Lessons 

 
37. The PCR described the issues that affected project implementation but was not clear on 
the specific lessons. On institutional arrangements and capacity for complex and multi-agency 
project, the PCR noted that the outputs delivered could be attributed to the government’s 
consistent financial support and full ownership. On human resources and communication 
technology environment, ICT infrastructure was of low-quality. Training and awareness building 
activities improved knowledge and skills for better transition into the new systems and processes. 
  
38. This validation offers three lessons. Sector-level lesson. For a nascent sector, such as 
ICT, technical support to conduct analytical sector diagnostics is crucial to map out institutional, 
financial, and human resource gaps and needs, improve design of operations, as well as potential 
synergies for public and private initiatives. This requires engaging service agencies and providers 
to keep up with the fast-paced developments and challenges. 
 
39. Project-level lesson. Institutional and staff capacity is an important factor to consider in 
designing the scope of the project. In the case of Nepal, given its lack of experience in the sector 
and weak technical capacity, the complexity of ICT development can be supported in a phased-
approach, such that the subprojects under e-government applications are designed and 



 14 

implemented separately due to their different requirements, the complexity of each system, the 
coverage, and number of transactions to be handled by each system. At the same time, 
addressing the inadequate and poor quality of ICT staff capacity entails more than conducting 
ICT training. It requires constant mentoring, practice, and experience; hence, the availability of a 
sufficient number of specialist ICT human resource from project start-up, complemented by an 
ICT staff training program, is necessary.  
 
40. Results framework lesson. Difficulty in generating baseline data and performance 
targets signals weak government capacity and/or project complexity. These are risks that could 
have been avoided if these were considered in the design and a mitigation plan was properly 
identified and executed. ADB, more than a financier, is a knowledge bank that has the 
responsibility to provide technical know-how and assist its developing member countries design, 
implement, and monitor its projects.  

 
C. Recommendations for Follow-Up 
 
41. The PCR made the following recommendations: (i) on good governance, ADB should 
target small-scale projects such as e-government applications for specific operations to improve 
public service delivery and good governance; (ii) the PPMS should be established early on with 
target data; (iii) ADB should continue monitoring and following up the required actions in rolling 
out the VRS; (iv) the government should improve the layout of buildings to accommodate the 
workflow and make public service delivery more efficient; and (v) the government should include 
basic ICT courses in the training programs and advanced ICT modules and organize an 
awareness program to launch the successful operation of e-government software. 
 
42. The validation recommends that ADB, through the Nepal Resident Mission, follow-up on 
the completion and operation of VRS and ensure that it is operational and performing as expected, 
as well as the progress after the pilot phase of NID.   
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
43. The PCR noted that the PMU submitted quarterly progress reports with PMC support from 
15 March 2010 to March 2013 and subsequently with the support of an individual consultant up 
to the fourth quarter of 2016. Quarterly progress reports were not submitted subsequently. Four 
of nine audited project financial statements were received on schedule while the other five were 
delayed. The audit opinions were unqualified throughout the project. This validation notes that the 
PPMS was not established (para. 13).  
 
B. Comments on Project Completion Report Quality 
 
44. The validation assesses the PCR quality less than satisfactory. The PCR failed to provide 
sufficient evidence to support the ratings on almost all core criteria, including impact assessment. 
It overlooked several shortcomings of the project, including weak project design and EIRR 
estimates, and lack of analysis to support sustainability. It could have been more candid in 
acknowledging that achievements related to tele-density and tele-centers cannot be attributed to 
the project, with the dropping of the rural e-community component, and hence, should not be 
reported. Project development impact discussion focused on e-government services and ignored 
the project’s intended impact to rural communities. The PCR could have been succinct in 
describing outcome and output achievements under the effectiveness section by using the 
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information from the economic analysis and moving project output achievements discussion from 
the project output section. The PCR did not include a detailed discussion on the appropriate tools 
employed, particularly how the sample survey to selected staff involved in the project was carried 
out, and how assumptions were objectively generated, without resulting to biased results and 
unduly sacrificing the quality of the analysis. This should have been explained in the PCR’s 
economic analysis appendix. The entire investment costs were also not considered. There were 
several inconsistencies in the document and appendixes (i.e., data on original completion date, 
number of covenants, number of LROs on paper-based transaction). The PCR did not provide 
any lessons from the project and only discussed issues and how these were resolved. It should 
have been clear on what lessons were derived from the project implementation experience, given 
the complexity of the project design. 

 
C. Data Sources for Validation 

 
45. Data sources for this validation included the PCR, report and recommendation of the 
President, and their appendixes, back-to-office reports, government and ADB strategies and 
policies, and ADB guidelines. It also referred to Nepal Telecommunications Authority’s Annual 
Report in 2007 and the United Nations E-Government Survey 2020 Digital Government in the 
Decade of Action for Sustainable Development with addendum on COVID-19 Response.43 

 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
46. The PCR recommended that the project performance evaluation report be prepared in 
2022 or later to be able to quantify the project’s long-term benefits and project impact assessed. 
The validation views that the results and impact of the project are better assessed from a public 
sector management standpoint (i.e. governance and public service delivery). It will be more 
beneficial if assessment be conducted at a country- or sector-level. 
 

 
43 United Nations Department of Economic and Social Affairs. 2020. United Nations E-Government Survey 2020 Digital 

Government in the Decade of Action for Sustainable Development with addendum on COVID-19 Response. New 
York. 
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