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PREFACE

The decade-long conflict in Nepal posed significant constraints to project implementation
resulting in declining portfolio performance. However, Nepal's political landscape underwent
dramatic changes in April 2006 that led to a ceasefire, paving way for a peace dialog. Owing to
these developments, it is timely to review the performance of projects funded by the Asian
Development Bank (ADB) in the present security context. In this regard, the Nepal Resident Mission
(NRM) undertook a questionnaire survey targeting field-based project offices and nongovernment
organizations involved in ADB-assisted projects to gauge the implementation environment before
and after the ceasefire.

This paper—Assessment of the Project Implementation Environment—was prepared by
Rajani KC Shrestha, Assistant Project Analyst, NRM. The guidance provided by Ki Hee Ryu, Project
Administration Unit Head and Paolo Spantigati, Senior Country Program Specialist, NRM is
appreciated. Special thanks are due to Md. Shahid Parwez, Program/Project Implementation Officer,
for his suggestions to improve the paper and to Pawitra Gurung, Senior External  and Civil Society
Relations Assistant for her support.

Sultan Hafeez Rahman
Country Director
Nepal Resident Mission
Asian Development Bank



ABBREVIATIONS

ADB – Asian Development Bank
CPN/M – Communist Party of Nepal, Maoist
DPO – District Project Offices
NGO – nongovernment organization
NRM – Nepal Resident Mission

NOTES

In this report, "$" refers to US dollars.
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ABSTRACT

This paper is an attempt to present the result of the questionnaire survey undertaken to
assess the project implementation environment before and after the ceasefire. The findings suggest
that program implementation and monitoring and reporting activities of the district project offices
were most affected during insurgency. Likewise, program implementation, monitoring and reporting,
and financial management activities of nongovernment organizations were also most affected.
Influence of a number of issues—insurgents' interference, lack of access to communities,
inaccessible communication, and security and life threat—affected these activities. After the
ceasefire, the overall implementation environment has improved, with security risks abating and
significant improvement in the mobility of people and goods across the country. The positive impact
of the ceasefire was also reaffirmed from the perception-based rapid test of the survey wherein the
respondents endorsed favorable working environment. Despite the varied degree of influence on
organizational activities due to the influence of conflict, organizations continued operations albeit at
a slower pace. This can be attributed to the fact that all Asian Development Bank projects, guided
by the results-based strategy, emphasize a conflict-sensitive approach to project design with flexible
and transparent implementation modalities. The cessation of hostilities as a result of the ceasefire
is expected to expand "development space" and contribute to improving portfolio performance.
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I. BACKGROUND

1. The decade-long conflict has been a major cause of poor performance of the country's
economy. Since 1996, more than 12,000 people have been killed, thousands have been displaced,
and physical infrastructure worth at least $400 million have been destroyed [Asian Development
Bank (ADB) 2004]. However, Nepal's political landscape underwent dramatic change in April 2006,
leading to the reinstatement of the dissolved House of Representatives. In the wake of these
significant political changes, the Communist Party of Nepal, Maoist (CPN/M) declared a unilateral
ceasefire effective 26 April 2006, which the new Government reciprocated through an indefinite
ceasefire, paving the way for a peace dialogue. While these developments are expected to have
positive implications for implementing development projects, in many respects, the sustainability
of this favorable environment is yet to be answered and much depends on the positive developments
with regard to the peace process. Owing to these developments, it is therefore timely to review the
performance of ADB-assisted projects in the present security context.

2. Conflict assessment, one of the measures to foster a more inclusive development and results-
oriented process, is a prerequisite for all projects approved and implemented in Nepal (ADB 2004).
Under this measure, all assistance will be reviewed to assess the degree to which it can effectively
and safely be implemented in the conflict setting and to examine options for designing assistance
to address the root causes of conflict.

3. ADB's portfolio in Nepal consists of 20 project loans and 3 program loans. Of the 23 projects,
18 are field-based and the remaining are Kathmandu-based projects.1  Expediting development
work has been challenging in view of the political instability and frequent changes in the government—
five governments from October 2002 to April 2006—resulting in lack of development focused
leadership and slow decision making. The conflict, however,  had no  debilitating impact on project
implementation per se although many projects have experienced implementation difficulties.
Disruptions for most projects tended to be time and site specific, but most were able to continue
without major constraints. Absence of local bodies at the district level, after the 5-year term of
locally elected bodies both at the village/municipality and district levels expired in July 2002, created
a vacuum especially for projects that require local government actions. Although various
arrangements were made by the Government to ensure that no major disruption takes place,
keeping with the pace of the development activities has been an overwhelming task.

4. ADB recognizes the important role that nongovernment organizations (NGOs) play in the
development process. It believes that improved cooperation among ADB, the Government, and
NGOs to reduce poverty through collaborative efforts can promote pro-poor sustainable growth,
social development, and good governance (CPRM, 2005). NGOs are being mobilized and consulted
in a number of projects and technical assistance programs for social mobilization, awareness
raising, social development, and community empowerment. Thus, NGOs have also been taken as
the respondents for the survey.2

5. This research aims to generate more knowledge and understanding of the phenomena—
impact of conflict—to accordingly develop or modify strategies based on the research results.

1 With about 400 district offices spread all over the country.
2 Over 200 NGOs are involved in ADB's ongoing projects.
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Section II of the paper explains data and methodology. Generic findings and findings for district
project offices (DPOs) and NGOs, presented separately, are under Section III. Section IV covers
the conclusion and policy implications.

II. DATA AND METHODOLOGY

6. A structured questionnaire was used to collect data through cluster sampling. The sample
size comprised 124 DPOs and 50 NGOs involved in ADB-assisted projects.3  Although efforts
were made to ensure equal distribution of questionnaires to the five development regions, the
responses received were marginally lesser from the mid- and far-western region.

7. The schema below reflects the focus of the research. Organizational activities were broadly
classified into four areas—program development, program implementation, financial management,
and monitoring and reporting. To determine the impact of conflict on these activities, the influence of six
issues—(i) insurgents' interference, (ii) lack of access to communities, (iii) inaccessible communication
with and within the district, (iv) problem of receiving budget and disbursement, (v) need to register with
the insurgents' organisations, and (vi) security/life threats—were investigated before and after the
ceasefire. The six issues were identified based on the feedback received from implementing agencies
during project monitoring and supervision as these were considered influential to impede implementation.

Diagram: Schema of Approach and Methodology

3 Loans declared effective in 2006, loans closed in 2006, and Kathmandu-based projects were excluded
from the sample to avoid any possible biases. Further details on the sample size are in Annex 1.
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III. FINDINGS

A. District Project Offices

1. Effect of Conflict on Activities of DPOs

8. Figure 1 shows the adverse impact of conflict before and after the ceasefire. To gauge the
level of influence, the "highly affected" and "affected" ratings have been classified and interpreted
as "adversely affected." Among the four activities, program implementation and monitoring and
reporting were most affected. This can be seen from the percentage of responses whereby 64%
for program implementation and 53% for monitoring and reporting were marked as being affected.
Likewise, the adverse impact of conflict on program development and financial management activities
is relatively low with 35% confirming influence. It can be inferred that organizations facing problems
in implementation and monitoring and reporting are those engaged in projects that involve surveys,
designs, physical works, and community-based implementation activities. These were most
vulnerable due to logistical constraints and escalation of the conflict.

9. After the ceasefire, the adverse impact on all activities decreased drastically with less than
40% confirming influence. While responses confirmed that activities as program development and
monitoring and reporting were not much affected even during insurgency, there is an overall
improvement in the areas of operation. Interestingly, there is an approximately 28% drop in the
influence of conflict on program implementation and monitoring and reporting before and after the
ceasefire—indicating improved environment for project implementation.

Source: Questionnaire results.
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2. Issues Affecting the Activities of DPOs

10. The issues that were active during insurgency and the degree of their impact after the cease-
fire were analyzed. For this analysis, the first two scales—highly affected and affected—were
considered from the five-point scale ranging from "highly affected" to "not at all affected." It can be
seen from Figure 2 that three issues—insurgents' interference, lack of access to communities,
and inaccessible communication in the districts affected operations during insurgency. Equally
influential was the problem of security and life threats (51%). After the ceasefire, there has been a
substantial decline in the influence of the issues where merely a maximum of 5% respondents feel
the issues have affected operations. The findings suggest that two issues—the problem of registering
with the insurgent organization and the problem of receiving the budget and disbursement were
expressed as having insignificant influence on operations. Hence, while further detailing the study,
these issues were discarded.

11. After analyzing the issues that were most active during the conflict period, further assessment
on the degree of their influence on each activity was done. Cross tabulation between the issue
(independent variable) and organizational activity (the dependent variable) was done  taking only
the highly affected and affected scales for both the variables. As shown in Figure 3, program
implementation and monitoring and reporting were hit the hardest due to high influence of insurgents'
interference and lack of access to communities. The low influence of conflict on program
development was reported by new entrants to the portfolio where preparatory works are ongoing.
Similarly, the figure depicts the adverse impact of the issues after the ceasefire which has now
become negligible.

Source: Questionnaire results.
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B. Nongovernment Organizations

1. Effect of Conflict on Activities of NGOs

12. The impact of conflict in the operational areas of NGOs is illustrated in Figure 4. It can be seen
that program implementation, financial management, and monitoring and reporting activities were
influenced the most before the ceasefire with financial management being most affected. After the
ceasefire, monitoring and reporting and program implementation improved. In case of monitoring and
reporting, 53% of the NGOs feel the activity has been affected before the ceasefire while only 23%
now express the same situation. The difference can be vividly seen as 30%. Likewise, in the case of
program implementation, this difference can be seen as 27%. Thus, it can be deduced that the
positive effect of the ceasefire is evident on monitoring and reporting and program implementation.

Source: Questionnaire results.

Source: Questionnaire results.
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13. In case of program development, the responses indicate the activity was not affected much
during insurgency and the difference in responses before and after the ceasefire is only 2%.
Therefore, it can be deduced that NGOs have not found a substantial change in executing this
activity before and after the ceasefire. The impact of the ceasefire is noted to not have made a
significant change in the financial management activity of NGOs as 40% still feel that not much
improvement has been experienced in this area.

2. Issues Affecting the Activities of NGOs

14. As in the case of DPOs, further assessment was done to understand the issues that affected
NGO operations. Compared to the DPOs, relatively lower number of NGOs have felt the issue has
affected or highly affected their operations. Among the issues, the problems of communication,
lack of access to communities, and insurgents' interference were found to have affected their
operations the most . Although at a lesser degree, the problem of receiving budget and disbursement
also persisted. However, the problem of registering with the insurgent  organization was not felt as
relevant and significant to hinder NGO operations. Since the ceasefire, operation has been better
with the impact of these issues becoming lesser. This can be seen from Figure 5 where a mere 0-
2% of the respondents express the influence of the issues on NGO operations.

15. The outcomes of Figure 5 were further assessed to see which issue had the greatest impact
on the activities (Figure 6). The impact of insurgents' interference, among all issues, is seen to be
the highest as 20% of respondents report its impact on program development, implementation,
and monitoring and reporting. Likewise, lack of access to communities influenced implementation
and monitoring and reporting while the problem of budget and disbursement had an impact on
financial management, and monitoring and reporting. Not many responses were found to have
expressed the problem of security and life threats as a major constraint before the ceasefire as
only 6-8% responses were seen. Further analysis to revalidate the improvement in the security
situation after the ceasefire showed that the impact of the issues after the ceasefire was negligible.
The adverse impact of insurgents' interference, lack of access to communities, and problem of

Source: Questionnaire results.
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security and life threats is not felt at all while the impact of inaccessible communication with and
within the district is also negligible. Owing to these positive changes on the ground, NGOs have
confirmed their ability to undertake community mobilization activities.

C. Generic Findings

16. Figure 7 illustrates the period wherein the organizations had to stay without any activity due to
the effect of conflict. It can be seen that almost 50% of the organizations continued operations
during conflict. This can be attributed to the fact that all ADB projects, guided by the results-based
country strategy and program, emphasize a conflict-sensitive approach to project design with
transparent implementation modalities. Other noticeable fact is that 33% of the responses confirmed
a "no activity" period for 0-2 months—mainly due to the April-May 2006 political agitation.

Source: Questionnaire results.

Source: Questionnaire results.
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17. The perception-based rapid test done to gather a general feeling of the security situation and
the working environment showed that more than 90-95% (Figure 8) of the respondents agree that
cases of kidnapping, physical abuse, blockade, and disruption to movement have decreased. In
particular, decrease in the cases of blockade and disruption to the movement supports the finding
that there is increased access to communities. However, time- and location-specific incidents
jostling for power by cadres of the CPN/M continue to occur at the local level, but they do not cause
any major disruption to project implementation.

18. The relatively low number of respondents reporting a decrease in insurgents' pressure cases
after the ceasefire provides room to interpret that some parts of the country still experience the
problem. However, ADB's interventions did not face serious problems with regard to this. Review
missions have been advising executing and implementing agencies not to respond to pressures
and have well communicated that as per the basic operating guidelines, ADB resources cannot be
used for any other activity other than the purpose for which it is intended.

19. Of the total 174 responses of DPOs and NGOs, most (38-56%) agreed that after the cease-
fire, security situation and coordination have improved, and government offices have resumed
work (Figure 9). Among the four factors to assess the security situation, 38% of the responses
strongly agreed that there is good environment to introduce new programs.

Source: Questionnaire results.
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IV. CONCLUSION AND POLICY IMPLICATIONS

20. The research explicates that program implementation, and monitoring and reporting activities
of DPOs were most affected during insurgency. Likewise, monitoring and reporting, program
implementation, and financial management activities of NGOs were most affected. Adverse impact
on these activities was found primarily due to insurgents' interference, lack of access to communities,
inaccessible communication, and security and life threat. Organizations facing problems in
implementation and monitoring and reporting were those engaged in projects that involve surveys,
designs, physical works, and community-based implementation activities. These were most
vulnerable due to logistical constraints. The relatively low impact on program development activity
suggests that influence of conflict is minimal on new entrants to the portfolio wherein preparatory
works can be undertaken with little disruption. After the ceasefire the overall implementation
environment has improved, creating substantial development space for effective and safe delivery
of development assistance. The survey further helped establish that although organizations faced
varied degrees of influence during insurgency, most were able to continue operations. This can be
ascribed to the fact that all ADB projects are driven by the results-based strategy wherein projects
are implemented in a transparent manner with full community inclusion. The strategy supports
specific measures—conflict assessment, participatory processes, mainstreaming inclusion, and
transparency and accountability—to foster a more inclusive development and results-oriented
processes.

Source: Questionnaire results.
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Appendix 1

As shown in Figure 1, most DPOs were involved with the ADB project for a period of 2-4 years.
Considering that approximately 52% of the projects from the current portfolio are in 2-4 years of
implementation, most of the sample size (37%) came from this cluster. Likewise 26% and 27% of
the DPOs have been involved for 0-2 years or 4-6 years. Only 10% of the respondents were from
6-8 years category. As the average implementation years of ADB project is 5-6 years, these are for
closing within a year.

In case of NGOs, most (42%) have been involved in the ongoing ADB project for two or less years
(Figure 2). These are NGOs that were mobilized under loans where implementation is in a very
early stage. The 38% NGOs representing the 4-6 years category is dominated by the microfinance
institutions involved with the Rural Microfinance Project—due for closing in 2007.

Source: Questionnaire results.

Source: Questionnaire results.

SAMPLE SIZE
Table 1: Sample Size Disaggregated as Per DPOs and NGOs

DPOs NGOs Total %

Eastern Region 36 8 44 25

Central Region 28 9 37 21

Western Region 31 10 41 24

Mid-western Region 16 15 31 18

Far-western Region 13 8 21 12

Total 1 2 4 5 0 1 7 4  100
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Appendix 2

QUESTIONNAIRE

1. How long has your project/ organization been in operation for (from the date of effectiveness of the project)?

0 – 2 years ______
2 – 4 years ______
4 – 6 years ______
6 – 8 years ______
8 years and more ______

3. Describe the activities that have improved after the ceasefire. Please mark (   ) in the appropriate option.

Activities Highly Improved Somewhat  Not much
improved improved improved

Program development

Program implementation

Financial management

Monitoring and reporting

Others (please specify)

4. How far have the issues listed below affected your operations during the pre and post ceasefire period?
Please rate the issues using the following scale.

5 - Highly affected
4 - Affected
3 - Uncertain
2 - Somewhat affected
1 - Not at all affected

2. Describe the activities adversely affected before the ceasefire. Please mark (   ) in the appropriate option.

Activities Highly Affected Somewhat  Not much
affected affected affected

Program development

Program implementation

Financial management

Monitoring and reporting

Others (please specify)

�

�
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Issues Before Ceasefire After Ceasefire

Insurgents' interference in project activities

Lack of access to communities

Problem of receiving budget and disbursement

Inaccessible communication with and within the districts

Problems of security/ life threats resulting in employees quitting jobs

Problem of registering the organization with insurgents'

Others (please list)

5. How do you rate the following cases in the districts after the ceasefire? Please mark (   ) in the appropriate
cells

Activities Increased Same Decreased

Insurgents' pressure cases

Kidnapping cases

Cases of physical abuse

Cases of blockade

Disruption to the movement of people and goods

6. Has your project/ organization stayed without any activity due to effects of conflict? If yes, how long did the
"no-activity" period last for?

0–2 months ______ 2–4 months ______
4– 6 months ______ Still no activity ______
Not applicable ______

7. Please (   ) mark how strongly you agree or disagree with the following statements:

i. There is good environment to expand and introduce new development programs in the community after
the ceasefire.

  1. Strongly agree ______
  2. Agree ______
  3. Undecided ______
  4. Disagree ______
  5. Strongly disagree ______

�

�
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ii. Most government offices in the district have resumed work after the ceasefire.

  1. Strongly agree ______
  2. Agree ______
  3. Undecided ______
  4. Disagree ______
  5. Strongly disagree ______

iii. Overall security situation has improved in the district after the ceasefire.

  1. Strongly agree ______
  2. Agree ______
  3. Undecided ______
  4. Disagree ______
  5. Strongly disagree ______

iv. Coordination with the central office (Kathmandu or elsewhere) has improved after the ceasefire.

  1. Strongly agree ______
  2. Agree ______
  3. Undecided ______
  4. Disagree ______
  5. Strongly disagree ______
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