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Development
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I. PROJECT CONTEXT AND DEVELOPMENT OBIJECTIVES
A. CONTEXT AT APPRAISAL

Context
A.1 Country Context

1. At the project’s appraisal in 2018, Nepal’s economy had been growing 4.3 percent annually over the past
decade driven primarily by the service sector, while agriculture and manufacturing’s share in the Gross Domestic
Product (GDP) had declined. Tourism and remittance remained a significant contributor to the GDP. Despite reduced
poverty levels, about 17 percent of the population still lived below the poverty line. Two-thirds of the population was
dependent on low-productivity agriculture, hindered by increasing land fragmentation, limited access to modern
technology, quality inputs and frequent climate shocks. Nepal’s ranking of 149" in the 2018 UN Human Development
Index reflected these challenges.

A.2. Sector Context

2. About 70 percent of agricultural households were engaged in livestock activities. Although the contribution
of agriculture to the overall economy had been declining, it still accounted for 27.1 percent! of the GDP in 2017.
Within the agriculture sector, livestock played a crucial role serving a critical source of cash income in rural areas.
The livestock sector accounted for approximately 11.5 percent of the overall GDP and 26.9 percent of agricultural
GDP, ranking second after crop production. At appraisal, Nepal had about 7.34 million cattle, 12.4 million small
ruminants, 1.4 million pigs and 70 million poultry.

3. Despite its importance, however, the livestock sector continued to be constrained by several factors
including low productivity and vulnerability to climate-related risks. The key factors included inadequate
institutional capacity, suboptimal extension and outreach services, and fragmented value chains. Further, regular
breakout of infectious diseases such as Foot and Mouth Disease (FMD), Peste des Petits Ruminants (PPR), and Lumpy
Skin Disease (LSD) constituted major challenges to the livestock sector.

4. The Government of Nepal was cognizant of these challenges and had articulated mitigation strategies in
its Agriculture Development Strategy (ADS,2015-2035). Some of the key features of the strategy included (i)
improving productivity through improved breeding practices, quality feed and input services; (ii) augmenting
infrastructure to support livestock farmers; (iii) strengthening market access and value chain development; (iv)
animal health and disease control; and (v) training and capacity building. The NLSIP’s design reflected these priorities
and aimed to support its implementation in select districts of the country.

A.3. Rationale for Bank Support

5. The project was fully aligned with the Nepal Country Partnership Strategy (CPS 2014-2018). The CPS aimed
to (i) increase economic growth and competitiveness (pillar 1); and (ii) increase inclusive growth and opportunities
for shared prosperity (pillar 2). Further, the project’s goals were aligned with the necessity of shifting from low-value
food crops towards higher value agricultural innovations as articulated in the CPS. In addition, as indicated above the
project was fully aligned with the Government of Nepal’s 20-year ADS. Lastly, the project was also consistent with
the World Bank’s twin goals of ending extreme poverty and promoting shared prosperity.

Theory of Change (Results Chain)

6. A formal theory of change was not developed at appraisal. A retrospective Theory of Change (ToC) for the
project has been developed at ICR and presented below:

!Ministry of Finance, Government of Nepal. 2018. Economic Survey 2017/18. Ministry of Finance. Accessed September 14, 2018.
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Figure 1: Theory of Change

ICR DOCUMENT

’ Challenges | ‘

Activities

| |

Outputs

« Absence of critical policies
such as Animal Health and
Livestock Breeding Policies

« Inadequate institutional
capacity for delivery of
services

= Support formulation/updating of critical
policies such as Animal Welfare Act,
Animal Health Policy etc.

« Conduct capacity building sessions for
government officials, field level
functionaries etc.

« Develop a central-level Management
Information System (MIS) to facilitate
monitoring and decision-making

« Critical policies to support
sustained growth of livestock
developed.

« Capacities of government
officials and field-level
functionaries stregthened.
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application developed
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to frequent disease outbreaks
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« Strengthen farmer extension services

« Upgrade vaccine production centers
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« Develop appropriate and innovative
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« Number of business proposals
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products
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agriculture assets and services
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Increased Farmers’
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scheme to finance value chains
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Grant Scheme

+ Number of project supported
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livestock insurance policy

sector
« Inadequate business
development advisory support

Employment Creation

Critical Assumptions:

- Policies will be reviewed and adopted by the government with minimal delays

« Adequate financing will be provided for adoption of Livestock MIS

« The national government will have adequate resources for procurement and distribution of vaccines .

« The POs will have the capacity of developing sound business plans. Fis will be willing to lend to the POs.

« Matching grant beneficiaries will repay their loans on time to ensure the long-term sustainability of the intervention
7. The components were designed to achieve the PDO and support the objectives established by both the
Government of Nepal and the World Bank for the livestock sector. Project activities focused on modernizing animal
health and breeding services, developing a productive partnership platform, and incorporating a project management
component. Critical assumptions outlined in the ToC included the availability of adequate financing for the procurement
and distribution of vaccines, the adoption of a livestock Management Information System (MIS), Producer Organizations

(POs) with the capacity to develop sound business plans, and financial institutions willing to lend to these POs.
Project Development Objectives (PDOs)

8. The project development objective was to increase productivity, enhance value addition, and to improve climate
resilience of smallholder farmers and agro-enterprises in selected value chains in Nepal.

Key Expected Outcomes and Outcome Indicators

9. The key expected outcomes and outcome indicators were

a. Productivity of targeted livestock commodities (milk and milk products), goat meat, Chyangra wool) among
beneficiaries measured through percentage increase in (i) average milk production per cow/buffalo; (ii)
offtake rate expressed as carcass weight for goats, and (iii) Chyangra wool cashmere production per goat.
Increased sales of value-added products in targeted value chains measured through increase in production
output processed and marketed in the dairy, goat meat, and Chyangra cashmere value chains
Farmers adopting improved climate-smart agricultural technology (of which female) measured by the
number of target farmers, including female farmers, adopting the practices and technologies promoted by
the project.
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d. Farmers reached with agricultural assets or services (of which female) measured through the cumulative
number of farmers, including the share of women, and small and medium entrepreneurs, who benefit from
one or more project activities

Components

10. The project had four components (i) Strengthening Critical Regulatory and Institutional Capacity; (ii) Promoting
sector innovation and modernizing service delivery; (iii) Promoting inclusive value chain for selected livestock
commodities; and (iv) Project Management and Knowledge Creation.

11. Component 1: Strengthening Critical Regulatory and Institutional Capacity (Appraisal: USS$S7million: USS$5
million from IDA; USS$2 million from GoN; Actual:USS$0.3 million): This component aimed to enhance regulatory
frameworks and institutional capabilities through three areas: policies and regulations, institutional capacity
strengthening, and a livestock MIS. It targeted climate resilience by embedding climate-smart practices in policies and
improving the livestock sector’s environment for private investment.

12. Component 2: Promoting Sector Innovation and Modernizing Service Delivery (Appraisal: US$45 million:
US$40 million from IDA; USS Smillion from GoN; Actual: US$ 19.39million): Focused on improving productivity and
climate resilience in livestock, this component supported POs, modernized health and breeding services, and
strengthened farmer training. Activities included cooperative support, vaccination drives, breeding center upgrades,
training of community service providers, and enhancing vaccine production and quarantine facilities. These measures
aimed to improve animal health, breed resilience to climate extremes, and optimize feed management, fostering a
sustainable livestock sector.

13. Component 3: Promoting Inclusive Value Chains for Selected Livestock Commodities (Appraisal: US$54.5
million: USS 30million from IDA; USS million from GoN; USS10million from beneficiaries; US$15million from Fis;
Actual:US$32 million): This component promoted commercialization in targeted livestock sectors, supporting import
substitution and export growth. It sought to integrate smallholders into value chains, improve market access, and
strengthen links among actors. Activities included creating productive partnerships and offering matching grants to
foster business development and access to financing. By improving productivity, linking farmers to markets, and
reducing methane emissions, it enhanced climate adaptation and profitability for smallholders.

14. Component 4: Project Management and Knowledge Generation (Appraisal: US$8million: US$4.5 million from
IDA; USS million from GoN; Actual:US$6.96 million): This component provided support for project execution, including
planning, monitoring, compliance, public outreach, and knowledge dissemination. It involved establishing project
management units, ensuring safeguard compliance, and generating and sharing knowledge from project experiences,
especially on climate-smart practices. This facilitated efficient resource use, transparent reporting, and effective
communication of project outcomes to stakeholders.

SIGNIFICANT CHANGES DURING IMPLEMENTATION

15. The project underwent five restructurings. First, in December 2018 to change the name of the nodal ministry
from Ministry of Livestock Development (MoLD) to Ministry of Agriculture and Livestock Development (MoALD). Second,
in May 2020 to add a zero value Contingency Emergency Response Component (CERC), following the outbreak of the
COVID-19 pandemic in Nepal. Third, in March 2022, to partially cancel IDA allocation by US$25.0 million, reduce the
scope of the project and accordingly revise the results framework. The third restructuring reflected the
recommendations made during the mid-term review held during August 2021. Fourth, in July 2023 to partially cancel
IDA allocation of USS8.7 million due to savings on exchange rate gains and construction activities and extend the project
closing date by a year, till June 30, 2024. Fifth, in August 2024 to partially cancel IDA allocation by US$4.5 million on
account of project savings.
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Revised PDOs and Outcome Targets

16.

outcome and output indicators were revised as part of the third restructuring.

Revised PDO Indicators

17.
The revised PDO indicators are summarized in Table 1.

Table 1: Summary of changes in PDO indicator

ICR DOCUMENT

The PDO remained unchanged throughout the project period. However, following the mid-term review, the

Following the mid-term review of the project in August 2021, a restructuring was carried out in March 2022.

Indicator Original Target Revised Target
Percentage increase in offtake rate expressed as carcass weight for goats 40 20
Percentage increase in chyangra wool production 150 Dropped

Revised Components

18.

No revisions were made to project components apart from changes to budgetary allocations. A summary of

the component wise allocations throughout the project life cycle is furnished in Annex 7, Table A7.1.

Other Changes

Revised Intermediate Indicators

19.

In addition to carrying out changes to the PDO indicators, the restructuring post mid-term review also resulted

in amendment of several Intermediate Results Indicators (IRIs). The changes are summarized below:

Table 2:Summary of changes in IRIs

Indicator Original Target Revised Target

Development of master plan for livestock sector Yes/No Dropped
Development of Livestock MIS Yes/No Dropped
POs/Cooperatives newly established or formalized and offering an increased

. 3,000 1,700
range of services to members. (Number)
Dialog platform between actors of the targeted value chains established and )8 31
operational at national, provincial and district level (Number)
Business plans financed by the project on a matching grant basis (Number) 500 350

20.
ha and the number of nurseries to be established reduced from 70 to 40.

Extension of closing date
21.

Further, the area to be covered under fodder and forage production was reduced from 30,000 ha to 10,000

The Government of Nepal proposed that the project’s closing date be extended by twelve months, from June

30, 2023, to June 30, 2024, to enable the completion of ongoing activities, including the matching grant projects and
the construction of a Bio Safety Labs (BSL)-2 laboratory that is expected to play a critical role in the national FMD
control program. The World Bank agreed to this request, and the project was extended as part of the fourth
restructuring in June 2023.

22. However, the fact that the extension was granted just a couple of weeks before the original project closure
resulted in a significant proportion of Project Management Unit (PMU) staff moving out or being transferred.
Consequently, the PMU operated with substantially reduced capacity in the final year of the project.

Rationale for Changes and Their Implication on the Original Theory of Change
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23. In addition to the recommendations made during the mid-term review, the restructuring reflected proactive
cancellation of US$25 million IDA allocation following a request from the Government of Nepal to support the
national-level COVID-19 recovery. Thus, the restructuring resulted in changes to the results framework, including the
PDO indicators and the dropping of certain activities as a result of the reduction in IDA allocation available for project
activities. During the restructuring in February 2022, the value chain work on chyangra wool was dropped due to the
difficulty to access markets during the nationwide lockdowns in the aftermath of COVID-19. Further, the deployment
of Livestock MIS? at scale was not continued due to the complexities of the system and lack of time with the project
given the project was expected to close in June 2023, while the Livestock Master Plan (LMP) was dropped in alignment
with government’s emerging priorities. While the discontinuation of both these activities did not impact the ToC, it
led to a considerable reduction in the scope of the project as it reduced one of the three targeted value chains and
reduced the project support to promote data-based decision making within the MoALD.

24, It is important to note that the targets for PDO #1 and PDO #2 were computed at the household level and
were therefore independent of the scale of project implementation. As a result, these targets were not reduced
despite a significant reduction in the project outlay.

Il. OUTCOME
A. RELEVANCE OF PDO

Assessment of Relevance of PDOs and Rating

Rating: High

25. The project remains consistent with the Country Partnership Framework (CPF) for the period FY 2019-2023.
Specifically, the project’s goals are fully aligned with Objective 2.5: Improving income opportunities. As part of this
objective, the World Bank aims to “build on its ongoing efforts to address low agriculture productivity and value
addition through support for irrigation, livestock, extension services, and market-oriented agribusiness.” The project
also aligns with the 2018 Systematic Country Diagnostic (SCD) priorities, particularly the need to tap into growth
opportunities, given that Nepal is a net food importer, and the importance of developing market-linked value chains.
Furthermore, as articulated above, the project’s design is central to the Government of Nepal’s ADS. Additionally, the
National Livestock Breeding Policy and National Animal Health Policy, issued with the project’s support in 2022 is
pivotal to the country’s livestock strategy.

B. ACHIEVEMENT OF PDOs (EFFICACY)
Assessment of Achievement of Each Objective/Outcome

26. The project’s efficacy rating was based on the extent to which it achieved the three critical objectives of the
project, viz. (i) increase in productivity; (ii) enhancement in value addition; and (iii) improvement in climate resilience.
The PDO also included the then Corporate Results Indicator (CRI) of farmer reached with agricultural assets or
services. The targets and the progress made on these indicators are furnished in Table 3.

Table 3: Achievement of PDO Indicators
Indicator | Baseline* | Appraisal Target | Revised Target | Actual
Productivity Enhancement
Percentage increase of average milk production per 80.3%
1,222 409 409
cow (L/HH/Year) ! % % (2203.6)

2 A prototype MIS was developed for one province with the intent for piloting and eventual deployment. However, the project decided
not to scale it further using its own resources, as was initially planned.
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Percentage increase of average milk production per 0 0 89.3%
buffalo (L/HH/Year) 740 40% 40% (1400.8)
Percentage increase in off take rate expressed as 74.3%

7.8 409 209

carcass weight for goats (Kg) 7 7 (13.6)
Enhancement in value addition
Percentage increase of sales value of Milk 91.03%

300.2 309 309
(Cow/Buffaloes) (Rs. ‘000/year) (adjusted for inflation) 7% 7 (573.49)
Percentage increase of sales value of o o 139.2%
Goat Meat (Rs. ‘000/year) (adjusted for inflation) 42.9 30% 30% (102.61)
Farmers adopting climate smart agricultural technology (of which female)
Number 0 75,000 75,000 53,861
Of which female (%) 0 45 45 51.7
Farmers reached with agricultural assets or services (of which female)
Number 200,000 200,000 200,000 235,325
Of which female (%) 0 45 45 41.8
* The baseline values as anticipated during appraisal were revised based on the results of the baseline survey

27. Given the significant changes to the project’s scope after the mid-term review (post restructuring in March
2022), a disbursement-weighted split rating has been conducted. Notable changes include dropping the chyangra
wool value chain intervention from the results framework, discontinuing the preparation of the LMP and the
deployment of the Livestock MIS, originally critical interventions of Component A. Additionally, targets were scaled
down in conjunction with a roughly 30 percent reduction in IDA allocation.

Increase in productivity

28. The project has comfortably surpassed the end productivity targets set at the appraisal stage. The key
interventions that led to the increase in productivity are indicated below:

29. Expansion of vaccination program for large and small ruminants. Over the project period, 12.7 million FMD
vaccines, 45.3 million PPR vaccines were administered that led to a remarkable drop in the number of disease
outbreaks, animals affected and mortality. The project also responded to MoALD’s request to procure and distribute
an additional 1.1 million LSD vaccines following a nationwide breakout in 2023. Further, in response to the request
of the Department of Livestock Services (DLS), the project generated 641,300 FMD and PPR vaccine cards for effective
tracking of the vaccination roll out program. Several research papers have demonstrated a strong association between
vaccine use and productivity outcomes®. The impact of the large-scale vaccination program is also evident from the
dramatic decline in outbreaks incidence and severity, with 63 percent reduction in FMD related deaths and an 88
percent reduction in PPR-related deaths. The details are presented in Annex 7, Table A7.2. In addition, the project
also conducted 85 training-of-trainers sessions to strengthen the last mile delivery of vaccination services. Further, in
coordination with the Department of Drug Administration, the project provided orientation training to 30 veterinary
drug entrepreneurs - a necessary step for them to acquire a license for operating a veterinary drug store.

30. Strategic investments in genetic improvement programs. A comprehensive approach was adopted for
improving the genetic improvement of the livestock in project areas that included (i) development of a Pedigree
Performance Recording System (PPRS) that facilitated the selection of bull mothers from the herd and inseminating
them with imported semen for production of high-quality sires; (ii) upgrading the infrastructure of National Livestock
Breeding Offices (NBLOs) in Pokhara and Lahan; and (iii) establishing and strengthening POs for the establishment and
operation of genetic improvement programs. In addition, the project procured 6 bulls (HF-2, J-4), which have since

3 Lazurko MM, Erickson NEN, Campbell JR, Gow S and Waldner CL (2023) Vaccine use in Canadian cow-calf herds and opportunities for
improvement. Front. Vet. Sci. 10:1235942. doi: 10.3389/fvets.2023.1235942
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donated almost 182,000 semen doses worth US$1.82 million. These bulls are expected to continue donating semen
for another five years, potentially reaching 750,000 million doses, estimated at US$7.5 million. This intervention is
expected to significantly enhance animal productivity in the years ahead.

31. Promotion of animal ration balancing and improved feed base. It established 28 nurseries with an annual
capacity of 280,000 saplings, distributed 2.4 million saplings for forage development, and provided 33 units for silage
making machines to the members of POs and best performing cooperatives. Cumulatively, the project covered 9,412
hectares under various fodder and forage interventions. Existing literature shows that with an average yield of 30
tons of green fodder per hectare and a daily consumption of 25-30 kg/Livestock Unit, the current acreage under
fodder and forage could feed approximately 30,000 cattle* per year. Additionally, the project invested in
augmenting the capacities of the National Animal Feed and Quality Management Laboratory (NAFQML), equipping it
to accurately capture the protein and nitrogen content of feed, feed ingredients, forage, meat, meat products etc.

32. Strengthening of infrastructure across project districts. First, twenty-eight Livestock Service Centers (LSCs),
similar to rural veterinary hospitals, were upgraded to provide improved local service delivery across each project
district. The LSCs were equipped with laboratories, training facilities, dispensaries, Post-Mortem (PM) examination
services and Artificial Insemination (Al) services. Second, the project supported the modernization of critical
government run laboratories including the National Vaccine Production Laboratory (NVPL), Central Veterinary
Laboratory (CVL), Veterinary Standards Drug Regulatory Laboratory (VSDRL) and the Central Referral Animal Hospital.
This support encompassed provision of critical equipment to establishing cold chain across districts and laboratories.
Further, while the construction of BSL-2 was only completed at project’s closure, it is expected to significantly
contribute to expanding export opportunities for livestock products in the future. Third, the project delivered
extensive hands-on training to laboratory officials, equipping them with skills to operate modern equipment and
enhancing their technical capacity Fourth, the project invested over USS1 million in construction of four livestock
markets. These markets provide spaces/stalls for rent, enabling users to carry out their commercial activity in an
organized and sanitary environment.

33. Strengthening the livestock extension service architecture through capacity building of department staff
and farmers. First, approximately 5,000 staff received training over a cumulative 14,000 person-days on diverse topics
including but not limited to Al, sample collection and disease control. This progress comfortably met the project’s end
target of 5,500 as specified by the intermediate results indicator. Second, 9,392 farmers and PO representatives were
trained on critical topics such as animal vaccination, commercial cow farming/goat keeping, food safety, milk and milk
product diversification, seed processing etc. Third, the project organized workshops comprising experts from various
universities, MoALD, DLS, NVAC, NARC with an aim to update the curriculum of para-professionals training programs.
Fourth, 106 livestock social mobilizers were deployed at the grassroot level to provide last mile delivery of livestock
extension services.

Enhancement of value addition

34. The project aimed to strengthen the livestock value chain by (i) establishing a Productive Partnership (PP)
platform and (ii) supporting the development and financing of business plans for smallholder farmers’ POs through a
Matching Grant scheme.

35. The target for establishing platform was adjusted to align with Nepal’s new administrative structure as it
transited to a Federal Republic. By project closure, one Stakeholder Dialogue Platform at the national level, five at the
provincial level and twenty-eight at the district level were established. This structure continues to serve as a platform

4 [Forage Area * Average Yield (Maize Green Fodder ~ 32 tons/hectare in Nepal)] / [Consumption per LU (~25 KGs/cattle)*365]
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for dialogue between farmer collectives, banking institutions and government departments to address sectoral issues
and develop practical solutions.

36. The business plan development and financing component was one of the project’s most ambitious and
technically complex interventions. It aimed to provide matching grants to eligible POs operating in key livestock value
chains—dairy, goat meat, and chyangra pashmina. Grants were awarded on a competitive basis through a public call
for sub-project proposals, structured within a productive alliance model involving pre-engagement between
producers and buyers. Financing adhered to a 50:30:20 cost-sharing arrangement, comprising an IDA grant, bank loan,
and owner’s equity- thereby incentivizing investment and collaboration across the value chain.

37. The project invited Expression of Interest (Eols) from prospective entities in three phases. Eols for Call 1
(Farmer Groups and Cooperatives) and Call 2 (Producer Associations) were issued in June 2020, while Call 3 (private
firms) was issued in June 2021. The proposals were assessed in three stages (i) the initial project concept notes were
reviewed and validated by District Level Support Units (DLSU); (ii) followed by a field level verification; and (iii) the
approved applicants were invited to submit Full Project Proposals (FPPs), which were duly verified by district level
officials (if the grant amount was under NRS 350,000,000) and by PMU registered peer reviewers (if the grant amount
was more than NRS 350,000,000). The status of the sub-projects at project closure is furnished in Annex 7, Table A7.3

38. Of the approved sub-projects, 259 (58 percent) were in the dairy value chain, 174 (39.1 percent) were in the
goat meat value chain and 13 (3 percent) were in pashmina value chain. These value chains received 63 percent, 33
percent and 3.9 percent of the grant allocation, respectively. The high rate of cancellations was due to several
implementation challenges, including (i) liquidity crisis within the banks; (ii) collateral deficits; (iii) banks not
recognizing farmer groups as legal entities; and (iv) a supreme court stay order that required the project to withhold
grant transfers for a significant period particularly for Call 3 beneficiaries.

39. Notwithstanding these challenges and given the importance of this initiative, the World Bank commissioned
an independent assessment of the Competitive Matching Grant Scheme (CMGS) process. The report highlights that
(i) the MG process is well-designed, transparent and effective; (ii) the project established and adhered to clear
guidelines; (iii) significant financing was mobilized through this process; and (iv) this intervention is making a
significant contribution to the PDO. Additionally, the evaluation assessed 69 randomly selected sample sub-projects.
The results show that while all sub-projects were profitable, the performance varied due overruns in annual
operating budget and higher than expected investment costs. The independent assessment categorized two critical
parameters - Net Profit Margin and Return on Assets - into three bands, viz. Strong, Typical and Weak. It may be noted
that even the projects categorized as “Weak” were profitable and generated positive returns on assets within a short
period. The performance of sample subprojects is furnished in Annex 7, Table A7.4.

40. The project also made concerted efforts to protect the assets procured under the MG scheme. While, an
insurance policy was made mandatory for purchase of animals, the overall weighted average of all beneficiaries with
an active livestock risk insurance policy stood at 56.3 percent, marginally lower than the project end target of 60
percent. To implement this intervention, the project trained 153 livestock insurance agents for information
dissemination and linking livestock farmers with the insurance companies.

41. While the combination of interventions aimed at improving animal productivity and supporting subprojects
appears to have contributed to increased sales of milk and goat meat, as shown in Table 4, several issues warrant
attention. First, it is worth noting that the productivity trends in project areas align with the broader trends observed
in Nepal's livestock sector. For instance, as per the Livestock Statistics of Nepalese Agriculture® handbook, the

> Ministry of Agriculture and Livestock Development. (2023). Statistical information on Nepalese agriculture: 2078-79 (2021-22). Government of
Nepal. https://moald.gov.np/wp-content/uploads/2023/08/Statistical-Information-on-Nepalese-Agriculture-2078-79-2021-22.pdf
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production of cow-milk at the national level surged 66 percent between 2017-18 and 2021-22°. Second, the full impact
of several interventions will only be evident in the coming years. For example, full benefits from certain construction
projects completed towards the end of the project, as well as those from Al are expected to materialize after a
gestation period of two-three years. Similarly, the disbursement of grants to sub-projects under the Matching Grant
scheme, particularly for Call 3, was only completed in December 2022, just 18 months before the project closure.
Third, the impact evaluation report indicates that the value addition in terms of product diversification from raw milk
to value-added products has not yet been realized. This development may occur as the sub-projects continue to
mature over the next couple of years. Finally, while the project met its overall beneficiary target, it did not achieve
the revised target for the number of Producer Organizations (POs) and Cooperatives established or formalized (1,359
out of the targeted 1,700).

Improvement in climate resilience

42. Seven Climate Smart Agricultural Technologies (CSATs) were promoted in the project areas, including (i)
improved shed management; (ii) manure management; (iii) fodder, forage production and pasture development; (iv)
hay and silage making; (v) stall feeding; (vi) forage seed production; and (vii) saplings/seedlings production. A total of
53,861 unique households adopted at least one technology, against the project-end target of 75,000.

43. The shortfall can be attributed to several factors viz. (i) delays in fieldwork over three consecutive periods
between 2020 and 2021 due to COVID-19; (ii) while the production target of fodder/forage was reduced during MTR,
a corresponding reduction was not carried out in coverage of beneficiaries; and (iii) the budget allocated to the
component was reduced to US$19.65 million from the original allocation of US$45 million (a 56 percent reduction). A
chart depicting detailed adoption of CSAT is furnished in Annex 7, Figure 2 and Figure 3.

Justification of Overall Efficacy Rating

44, The project experienced a slow start due to several external factor, including adjustments to
administrative procedures necessitated by Nepal’s transition to a federal structure, followed by the outbreak of
COVID-19 pandemic, which led to a nationwide lockdown and a complete halt of field-level activities. However, since
the mid-term assessment and restructuring in March 2022, the project has successfully met most of the project-end
targets, marginally falling short of the target set for PDO 3. Consequently, the efficacy is rated as "Substantial” both
pre and post restructuring, as the operation almost fully achieved its objectives or is likely to do so.

EFFICIENCY
Assessment of Efficiency and Rating

45. The ex-post economic analysis of the project was conducted by repeating the methodology used at appraisal
for a period of 20 years. The economic assessment of the project is based on (a) achievement of the key PDO
indicators related to increase in productivity of dairy cattle and goat; (b) performance of the matching grants
component based on the analysis of a sample of producer groups; (c) economic benefits from the large scale
vaccination program undertaken by the project based on the incidences of outbreak and efficacy of the vaccination;
(d) actual project costs (including counterpart funding, beneficiary contribution and amount leveraged through
financial institutions).

46. The financial models developed for the show that the project results in incremental incomes of 57.8 percent
for dairy production and 95.6 percent for goat production while the producer groups report an average profitability
of 9 percent from various value chain activities related to dairy and goat meat. After considering the project costs and
incremental incomes, the Economic Internal Rate of Return (EIRR) has been estimated to be 22.3 percent with Net

¢ The methodology for computing yield may differ between the national-level figures and the project’s impact evaluation.
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Present Value (NPV) of USS 55.1 million at a social discount rate of 10 percent. This is almost the same as that
projected at appraisal —an EIRR of 23.7 percent.

47. A sensitivity analysis conducted on the EIRR shows that in the adverse conditions of the project benefits falling
by 48 percent the EIRR will fall to 10 percent or equal to the social discount rate making the project economically
unviable. Thus, the current estimates of EIRR are fairly robust.

48. Administrative efficiency: At the start of project implementation, the project could onboard key PMU staff
and get into MoUs with technical government agencies. While the project was not affected by staff relocation as part
of Nepal's federalization processes, the hiring of staff below the PMU level was slow. Key procurements related to
the development of the Livestock Master Plan and the LMIS were delayed. The project was generally slow in getting
external parties on board to support project activities. These shortcomings in administrative processes led to further
delays in field activities with the onset of COVID-19 lockdowns. At the restructuring post-MTR, the project had to drop
a few activities and scale down a few others due to the slow implementation till MTR. Post MTR the reduced scope of
project activities helped the project pick up pace, although there were few partnerships with third-party agencies.

Based on the above analysis the efficiency of the project is rated as Substantial.

JUSTIFICATION OF OVERALL OUTCOME RATING

49. The overall outcome was rated as Moderately Satisfactory. \While a split evaluation will not make a
difference to the overall outcomes, a disbursement-weighted split ratings with outcomes assessed both before and
after the restructuring carried out in March 2022 is presented in Table 4. This restructuring reflected the decisions
made during the mid-term evaluation of the project, which was conducted in August 2021.

Table 4: Overall Outcome Split Rating

Particulars Before Restructuring | After Restructuring
Relevance of PDOs High
Efficacy (Achievement of PDOs)
Increase in productivity Substantial Substantial
Enhanced Value Addition Substantial Substantial
Improved climate resilience Modest Modest
Overall Efficacy Substantial Substantial
Efficiency Substantial
Outcome Ratings Moderately Satisfactory Moderately Satisfactory
Numerical Value of Outcome Rating 4 4
Disbursement (USSM) 15.71 22.39
Weight of Disbursement 0.41 0.59
Weighted Value 1.65 2.35
Overall Outcome Rating Moderately Satisfactory (1.65+2.35=4)
OTHER OUTCOMES AND IMPACTS
Gender
50. The project prioritized gender equality and social inclusion in all activities. To facilitate this, a comprehensive

Gender Action Plan was developed, and all staff were trained on gender concepts, challenges, and inclusive
approaches. Specific criteria were implemented to increase women’s participation in matching grant sub-projects,
with efforts to increase women’s involvement documented and periodically reviewed. Notably, participation rates
demonstrated meaningful progress: 52 percent of participants in POs formation were women, 59 percent in Farmer
Field Schools (FFS), 53.4 percent in matching grant sub-projects, and 51.7 percent in climate-smart practices. Among
the 446 farmer organizations receiving matching grants, 98 (22 percent) were led by women.
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51. However, women'’s participation in staff and farmer training was lower than expected, with only 12 percent
and 24 percent participation rates, respectively. This lower participation rate, especially in training sessions, was
primarily due to the low number of women staff in government as compared to their male counterparts. In addition,
the predominance of male members in POs, despite project efforts to promote female inclusion, contributed to their
reduced participation in farmer training. Overall, women’s participation across all project activities averaged around
42 percent, slightly below the project target of 45 percent.

Institutional Strengthening

52. As emphasized in the design of Component A, the project focused on strengthening regulatory and
institutional capacity. One of the critical pieces of this strategy was to develop a Livestock Master Plan. However, this
idea was dropped during the mid-term review of the project. At the design stage, the Livestock Master Plan was
considered crucial since it would have facilitated the government in developing provincial level investment plans that
reflect priority investment areas. Notwithstanding this setback, however, the PMU had significantly contributed to
the drafting of two pivotal national policies viz. National Livestock Breeding Policy, 2022 and the National Animal
Health Policy, 2022. These policies promise to be a critical step for developing Nepal’s livestock sector.

53. Further, the project played a key role in drafting several other important acts/strategies including Infectious
Animal Disease Control Act, Animal Nutrition Strategy and a risk-based strategy plan for control of FMD. While the
final drafts were submitted during the project period, approval from competent authorities is still pending.
Additionally, the project helped build the capacities of Veterinary Standards and Drug Regulation Laboratory, the sole
regulatory entity under the Department of Livestock Services. Key inputs include the establishment of a laboratory
quality manual, laboratory protocols and the Standard Operating Procedures (SOPs). It is envisaged that these steps
will accelerate the laboratory’s accreditation process, enabling it to meet the standards set by international agencies
and trading partners.

Private Capital Mobilization

54. As indicated in the efficacy section, the project helped in attracting private capital through the Matching Grant
scheme. At closing, a total US$18.6 million private capital was mobilized both from the beneficiaries (US$5.9 million)
and USS$8.8 million third-party loans from financial institutions.

Poverty Reduction and Shared Prosperity

55. The impact evaluation report indicates that sample households engaged in dairy farming earn an average of
NPR 598,960 per annum from the sale of milk and milk products, representing approximately 80.2 percent of their
household income. Similarly, sample households engaged in goat rearing earn an average of NPR 107,351 annually,
accounting for 30 percent of their household income. Furthermore, income from these activities has increased by
over 50 percent in nominal terms since the baseline, underscoring a significant impact on their livelihoods. However,
it should be noted that a separate study that is powered to estimate income changes is needed to accurately confirm
these changes. In addition, more than 11 percent of the sample households had taken loans for augmenting their
livestock business, a notable jump from 5.36 percent at baseline. This suggests that the interventions have facilitated
productive investments by rural households.

KEY FACTORS AFFECTED IMPLEMENTATION AND OUTCOME
KEY FACTORS DURING PREPARATION

56. Despite multiple external challenges, the task team successfully designed a project aligned with the
priorities outlined in Nepal’s CPF and SCD. Moreover, the project’s core principles, such as adopting a commercial
and market-oriented approach to value chain development, remain relevant to the latest CPF. Notably, the World
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Bank’s task team and its counterparts in the Government of Nepal developed the project during Nepal’s transition
to a federal government structure, amid significant uncertainties regarding the implementation framework and
anticipated policy changes in the new governance context. To address these challenges, the task team adopted a
participatory approach during project design.

57. The risk ratings at appraisal indicate that the complexity of the project’s interventions was recognized
from the outset. To mitigate these challenges, the PAD outlines various solutions, including the provision of intensive
technical support and leveraging the World Bank’s convening power to strengthen institutions in the livestock sector.
Nevertheless, several of these issues continued to impact project implementation.

B. KEY FACTORS DURING IMPLEMENTATION

Factors subject to the control of the Government and/or the implementing agency

58. As has been mentioned above, the project was implemented under challenging conditions, including
transition of Nepal to a Federal Republic. In this context, the Government and the implementing agency were
constrained in their capacities. However, there were still some areas for improvement. First, despite significant
efforts made by the project, necessary government approvals were delayed, resulting in sub-optimal results. For
instance, the project’s extension approval was granted just a few days before its scheduled closure on June 30,
2024. Due to these delays, a significant number of PMU staff were relocated/were reassigned to different roles,
which led to significant manpower constraints of PMU staff during project’s extended period. Similarly, the
approvals for policy documents prepared by the PMU were either delayed until late in the project’s lifecycle or
remain pending, limiting their utility. In addition, the deployment of Livestock MIS was restricted to just one district
and the development of Livestock master plan was dropped due to a shift in government’s priorities, these were
two crucial pieces of Component A that could not be realized. Second, the project experienced frequent changes
in its leadership position, which disrupted continuity and coordination with other departments and stakeholders.
The Government may consider deputing the project director for a fixed term of at least two years in future to
improve stability.

59. It should be noted that the Government of Nepal has agreed to support the activities initiated under the
project after its closure’. This is a critical step towards ensuring sustainability beyond the project period.

Factors subject to the control of the World Bank

60. The World Bank conducted ten Implementation Support Missions and provided quality technical support,
particularly through need-based studies, such as the assessment of sub-projects. In addition, the World Bank actively
supported the PMU in collaboration with the Ministry of Finance to address challenges such as deploying
accountants to cluster offices and providing support during litigation related to the Matching Grant scheme.

61. The project’s mid-term review was comprehensive in its analysis and realigned project’s objectives in light
of the resource and capacity constraints of the PMU. Although the project’s performance improved considerably
following restructuring, the bank team could have (i) conducted a major restructuring earlier, given limited progress
on several interventions; and (ii) further reduced the project’s budget, as two additional rounds of budget
cancellations were required after the MTR.

Factors outside the control of the Government/PMU and the World Bank

62. As previously mentioned, the project faced several strong headwinds throughout its implementation.
Notable factors outside the Government/PMU and the World Bank’s control included (i) implementing the project
in federal system, while it was designed when the country still had a centralized unitary system of governance; (ii)

" For instance, operating and obtaining accreditation for BSL-2 constructed at the final stage of the project.
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the COVID-19 pandemic, which effectively stopped fieldwork for over a year; (iii) legal challenges, including the
Supreme Court’s order that delayed grant transfers of grants to Call 3 recipients; and (iv) a liquidity crisis in Nepal's
banking sector, which led to an acute shortage of loanable funds.

BANK PERFORMANCE, COMPLIANCE ISSUES, AND RISK TO DEVELOPMENT OUTCOME

QUALITY OF MONITORING AND EVALUATION (M&E)
M&E Design

63. At appraisal, the project design appropriately emphasized the M&E system, incorporating provisions for a
baseline survey, mid-term impact assessment, and end-line impact evaluation. An independent agency was engaged
to conduct surveys under two distinct tasks. Task 1 involved household surveys to assess the overall project impact,
while Task 2 focused on household and sub-project level surveys to measure the impact of the Matching Grant
scheme. Overall, 1,182 households were sampled for Task 1, and 1,053 households and 682 sub-projects (449
treatment and 179 control) were sampled for Task 2. Households for both tasks 1 and 2 were randomly selected from
the producer organization members list.

64. A more robust sampling strategy could have improved outcome attribution. The M&E design did not account
for measuring productivity gains beyond producer organizations and matching grant beneficiaries, such as those
benefiting from livestock service centers or improved fodder. Additionally, while the M&E agency surveyed non-
matching grant beneficiaries through the institutional survey (control group), the household survey lacked control
areas. Furthermore, an additional survey was commissioned to assess the impact of the project’s extended
implementation period; however, due to financial and manpower constraints, the sample size was too small to yield
meaningful insights. As a result, the impact evaluation results were limited to achievements up to June 2023, despite
the project’s extension to June 2024.

M&E Implementation

65. Despite the aforementioned shortcomings in M&E design, the PMU and third-party agency generally carried
out M&E activities effectively. Baseline data in the results framework were updated to reflect ground-level realities,
and decisions were informed by Project MIS. Additionally, despite several constraints, the PMU published and shared
detailed annual implementation reports. The third-party agency also collaborated closely with the PMU to prepare
and submit a comprehensive impact evaluation report.

66. There were, however, a few areas forimprovement. First, the third-party agency faced challenges in obtaining
responses from sub-projects that did not receive matching grant support (control group), limiting the sample size of
these SPs. Second, the PMU did not specifically assess the impact of its interventions on productivity, which could
have helped prioritize investments and actions. Third, delays in the release of funds to SPs made it premature for the
impact assessment study to fully capture the long-term impact of the interventions.

M&E Utilization

67. The project effectively utilized M&E systems to rationalize its scope during restructurings and for day-to-day
progress monitoring. These systems established a feedback loop with Matching Grant beneficiaries, enabling the
resolution of emerging issues. Additionally, the project facilitated a detailed profitability assessment of subprojects,
providing valuable insights into beneficiary returns and identifying areas for improvement. The M&E systems also
supported the development of comprehensive quarterly and annual reports, which served as crucial tools for
communication and decision-making. However, while revising targets, particularly for the PDOs, additional data
should have been sought to justify the changes. For instance, while the target for PDO 1.3 (increase in off take rate
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expressed as carcass weight for goats) was halved, the eventual achievement was double the appraisal target,
underscoring the M&E utilization challenges.

Justification of Overall Rating of Quality of M&E

68. While the PMU’s commitment to leveraging available data for decision-making, publishing detailed reports,
and conducting supplementary studies was generally sufficient to review project performance and assess progress
against targets, the inherent weaknesses in the M&E design led to an overall M&E quality rating of Modest.

B. ENVIRONMENTAL, SOCIAL, AND FIDUCIARY COMPLIANCE
B.1. Environmental and Social Safeguards

69. The Nepal Livestock Sector Innovation Project was classified as a Category ‘B’ project, reflecting moderate
and largely reversible environmental and social impacts of the project activities. The following World Bank's
Environmental and Social Safeguard (E&S) policies were triggered to manage potential E&S risks and impacts of the
project: Environmental Assessment (OP/BP 4.01), Forests (OP/BP 4.36), Natural Habitats (OP/BP 4.04); Physical
Cultural Resources (OP/BP 4.11); Pest Management (OP/BP 4.09); Involuntary Resettlement (OP/BP 4.12,) and
Indigenous Peoples (OP/BP 4.10). An Environmental and Social Management Framework (ESMF) was prepared,
disclosed, and used as a guiding framework to assess, the risks and impacts associated with Project activities in line
with the requirement of OP 4.1. (MoALD was the implementing agency of the Project, established a PMU and
designated an environmental and social expert to ensure the coordination, monitoring, and implementation of the
safeguard instruments developed for the Project.

70. The Project E&S risk rating under the SORT remained moderate throughout its implementation, and the
Project was completed with a Moderately Satisfactory performance rating with a Satisfactory E&S performance
rating, with no pending deliverables or tasks at closure. The ESMP included monitoring requirements, capacity-
building arrangements, and a grievance redress mechanism (GRM). Key challenges during implementation included
delays in hiring E&S specialists initially at PMU and then at the district level, which impacted the capacity of the PMU
to manage E&S issues, especially at the cluster level. There were also issues around poor screening procedures and
reports and imperfect ESMPs and ESCOPs to address identified E&S concerns. Similarly, delays in obtaining national
clearances of EA reports, weak implementation of ESMPs, particularly in civil works, and weak monitoring and
reporting were also noted as E&S issues of the Project. Despite some hiccups in the initial phases of the Project, the
overall performance improved in the latter part of implementation, resulting in significant improvement in the timely
execution of E&S screening and preparation of ESMPs and ESCOPs. The PMU also earmarked an adequate budget for
the implementation of mitigation measures and undertook, regular monitoring and reporting. In addition, the Project
conducted regular E&S safeguard orientations/trainings and capacity-building activities for beneficiaries and
matching grant recipients.

B.2. Grievance Redressal Management (GRM)

71. The GRM guidelines approved by the Ministry of Agriculture and Livestock Development (MoALD) were
implemented throughout the project’s life cycle. Grievance redress committees, led by senior officers at the national,
district, and cluster levels, were responsible for addressing grievances. Over the course of the project, 252 out of 265
grievances (95 percent) were resolved, surpassing the end target of 70 percent. Additionally, the project tracked
beneficiary satisfaction with the relevance, timeliness, and effectiveness of the services provided. By project closure,
68.8 percent of beneficiaries expressed satisfaction, slightly below the target of 75 percent.

B.3. Fiduciary Compliance

72. Financial Management: It took some time for the project to establish: (a) required procedures and
internal controls, especially for sub-grants, and (b) required human resources, which had impacted project’s FM

14



@ The World Bank
J Nepal Livestock Sector Innovation Project (P156797) ICR DOCUMENT

performance in its initial phase (MU rating till 2018). As capacity and procedures were gradually developed by the
second year, the performance improved. However, the lack of institutionalized monitoring mechanism persisted.
Nonetheless, the Business Inspection Reports obtained from the Banks and Financial Institutions (BFls), due to their
30 percent loan contribution, provided assurance for sub-grant execution and completion. The weaknesses in asset
management also persisted with: (a) lack of timely update of asset transfers impacting asset control, and (b) lack of
government policy for insuring high value equipment resulting in potential risk of significant loss in case of mishap.
During the period of treasury crunch (FY22 — FY23), the implementation was impacted due to budget freeze on
counterpart funding, particularly for program expenditures and training. Also, discontinuation of FM consultant in
2023 due to concerns raised by the auditors affected FM performance (MU rating in 2023). The Bank team continued
to support capacity building throughout the project period and facilitated dialogue with Ministry of Finance and
Office of the Auditor General for resolution of issues, such as, lifting budget freeze and continuation of FM consultant,
which helped largely maintain MS FM performance. Hence, the key lessons learned are: (a) the partnership with BFls
added value in terms of monitoring effectiveness of sub-grants, especially considering limited monitoring capacity of
the government, (b) hands-on support from the Bank on capacity building and issue resolution also added
tremendous value, and (c) there is a need to emphasize on institutionalizing robust mechanism of financial
monitoring and evaluation in the government system.

73. Procurement: Procurement activities were implemented on time for much of the life of the project,
especially after hiring a dedicated procurement consultant at the PMU, preparing required bidding documents,
including terms of reference and evaluation reports. Regular and timely updates in uploading bidding/proposal
documents, evaluation reports, and contract documents to Systematic Tracking of Exchanges in Procurement (STEP)
was appreciable. Procurement activities pivoted by following the Bank’s advice and improvements were noted 2018
onwards until project implementation closing with the onboarding of a procurement consultant within the PMU,
coupled with proactive capacity-building support from the Bank team throughout implementation. In addition,
procurement activities, and documents were found up to date in STEP at project closing and the PMU provided
adequate monitoring implementation and status reports for several works and goods contracts including defect
correction information of few works’ contracts noticed during Defect Liability Period (DLP). The project was rated as
“Satisfactory” during last two years of implementation and at closing.

C. BANK PERFORMANCE
Quality at Entry

74. At appraisal, the project design was aligned with Nepal’s priorities in the livestock sector and was
consistent with the World Bank’s Nepal CPS. Further, the project sought to incorporate lessons from other global
best practices particularly those that aimed to encourage investments from the private sector through establishing a
Productive Alliance model.

75. However, given the complexity of certain interventions, additional attention could have been given to the
technical capacity and the strengths of the implementing architecture. While the PAD articulated the risks associated
with Nepal’s transition to a federal government system, the proposed mitigating strategies, including establishing
cluster offices at four locations with over a hundred social mobilizers and technical staff, were not implemented in a
timely manner. Further, some of the targets indicated in the results framework were very ambitious and had to be
modified during project implementation.

76. The implementation modalities of Matching Grant scheme could have been developed further at the design
stage. Although the scheme has helped crowd-in private capital, its execution was fraught with delays due to
complicated program management processes, legal issues and a few cases of buyers and PFls not obliging the
commitments. In hindsight, an appropriate legal framework and much more extensive preparatory discussions could
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have been conducted as part of the project preparation. The bank’s performance at quality at entry is rated
“Moderately Satisfactory”.

Quality of Supervision

77. Strong implementation support was largely able to address multiple challenges faced by the project. The
task team demonstrated considerable flexibility by reducing the scope of the project during the MTR, although it could
be done a bit earlier in the project’s life cycle. In addition, a more careful examination of the budget required at the
MTR stage should have been done given that the project could not disburse fully even after further cancellation to
IDA allocation. Furthermore, the target for PDO 4 appeared underestimated at appraisal and could have been revised
to reflect more realistic expectations.

78. Additionally, the task team engaged seasoned local consultants as well as local/international staff, and
organizations such as the FAO to support the project, particularly when the PMU capacities of were stretched due
to transfer/reallocation of human resources. The bank’s performance at quality of supervision is rated as
“Satisfactory”.

Justification of Overall Rating of Bank Performance

79. Overall, the Bank’s performance is rated as Moderately Satisfactory. The ambitious project design, informed
by global best practices, had to be scaled down due to exogenous shocks, including the COVID-19 pandemic, a liquidity
crisis in the ministry and financial institutions, and slower-than-expected implementation in the early years.
Additionally, project restructurings could have included more realistic financial estimates, accounting for the slow
uptake of certain interventions and currency depreciation. Despite these challenges, the project’s improved
performance in later years is attributed to the Bank team’s proactive support, including regular implementation
support missions and the strategic use of expertise from both internal and external sources.

D. RISK TO DEVELOPMENT OUTCOME

80. Legal risk of Matching Grants: With the recent release of funds to Call 3 participants, the immediate risk to their
investments has been reduced. However, the previous delays have impacted project timelines, and there remains a
risk if the Supreme Court passes an adverse judgement or if legal uncertainties re-emerge.

81. Sustainability of project infrastructure: While the project’s infrastructure has been handed over to the respective
municipalities and NBLOs, its long-term success depends on MoALD’s commitment to provide technical and financial
support. Disruptions in funding or technical gaps could undermine infrastructure’s effectiveness over time.

82. Reliance on local capacity and support: Provincial and local governments now manage several project
investments with an emphasis on maintaining adequate budget, trained personnel and technical assistance from
federal agencies. Any shortcomings in local management or resource allocation could lead to underutilization or
degradation of these assets.

LESSONS AND RECOMMENDATIONS

83. The design elements of the Matching Grant scheme, which successfully mobilized private capital,
provides valuable insights for future programs. For instance, the BFIs brought in rigor in monitoring of sub-grants.
In addition, the mandatory insurance for animals procured through the scheme is worth replicating across projects.
Some recommendations to further improve intervention design may include (i) simplifying the application process;
(ii) tailoring approaches for small and marginal farmers; (iii) strengthening legal frameworks to align buyers with
financial institutions; (iv) enhancing the business development advisory support ecosystem; and (v) integrating an
exit plan and sustainability framework into the project implementation plan.

16



@ The World Bank
J Nepal Livestock Sector Innovation Project (P156797) ICR DOCUMENT

84. Projects implementing innovative interventions should allocate adequate time and financial resources
to clarify foundational principles before launch. For example, NLSIP could have benefited from extensive
stakeholder consultations and finalizing the Matching Grant loan product details in collaboration with financial
institutions during the preparatory or early phases of the project. This would have helped financing Matching Grant
beneficiaries much earlier in the project lifecycle, thus giving them more time to demonstrate impacts.

85. Effective project delivery depends on aligning the technical capacity of the implementing agency with
project design. Notwithstanding the considerable efforts put in by the limited number of PMU staff, the project could
have delivered even better results had the full complement of staff been maintained for the entire project duration,
and with fewer changes in the project leadership position.

86. Future projects should place a greater emphasis on establishing a more robust Monitoring, Learning &
Evaluation (ML&E) system. In particular, the system should (i) sample project beneficiaries from all interventions;
(ii) conduct quantitative assessments of select project interventions; (iii) conduct qualitative assessments to
understand the impact on gender and citizen engagement; and (iv) develop a MIS application to track project
outcomes from the first year of project roll-out.

87. Strengthening the capacities of apex ministry-level units can significantly enhance project outcomes.
For example, the understaffing of the policy section within MoALD caused delays in the initial review process.
Augmenting the capacities of these units can play a critical role in (i) coordinating across departments to streamline
policy development and approval, (ii) aligning project activities with broader government priorities, (iii) accelerating
decision-making by serving as a central feedback consolidation point, (iv) providing specialized technical assistance
to address sector-specific challenges, and (v) improving communication between the project, the ministry, and other
government bodies, ultimately enabling more cohesive and effective implementation.
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ANNEX 1. RESULTS FRAMEWORK AND KEY OUTPUTS

A. RESULTS FRAMEWORK

PDO Indicators by Outcomes

|Productivity of targeted livestock commodities (milk, goat meat, chyangra) among beneficiaries
Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Year Result Month/Year Result Month/Year Result Month/Year
. £ 1k 0.00 Nov/2017 40 Jun/2023 40.00 Jun/2024 0 Jun/2024
Percentz.lge fnerease of average mi Comments on achieving targets Compared to the baseline value of for cow and buffalo (1,222 L and 740 L, respectively), achievement is 80%
[production per cow/buffalo ., . . ) .
and 89%, well above the project’s targets. The increased productivity in endline survey result can be attributed to
(Percentage) . .o . . . . .
increased herd size, increased lactating period and increased number of improved animals.
Percentage increase of average 0.00 Nov/2017 40 Jun/2023 40.00 Jun/2024 80.32 Jun/2024
milk production for cow
(Percentage)
Percentage increase of average 0.00 Nov/2017 40 Jun/2023 40.00 Jun/2024 89.30 Jun/2024
milk production for per buffalo
(Percentage)
[Percentage increase in offtake rate 0.00 Dec/2020 40 Jun/2023 20.00 Jun/2024 74.30 Jun/2024
expressed as carcass weight for goats
(Percentage)
|IIncreased sales of value added products in targeted value chains through increase in production
Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Y ear Result Month/Y ear Result Month/Y ear
0.00 Jun/2017 30 Jun/2023 30.00 Jun/2024 0.00 Jun/2024
Comments on achieving targets This indicator is defined as the average increase of sales and measured as the mean value of sales within the
Increased sales value in targeted value individual targeted value chains. The values are calculated after deducting inflation rate by using CPI calculation
chains (Percentage) from Nepal Rastra Bank, taking base year 2014/15. The endline sales value after adjusting with the inflation rate
in cow/buffalo milk 573.49 thousand and goat meat 102.61 thousand has been achieved from the weightage
average calculation as in the case of productivity
Percentage increase of sales 0 Jun/2017 30.00 Jun/2024 91.03 Jun/2024
value of Milk
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(Cow/Buffaloes)/HH
(Percentage)

Percentage increase of sales
value (Goat Meat/HH)
(Percentage)

Jun/2017

30.00

Jun/2024

139.20

Jun/2024

|Farmers Adopting Climate Smart Agricultural Technology by target farmers

Indicator Name

Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Year Result Month/Year Result Month/Year Result Month/Year
0.00 Nov/2017 75 Jun/2023 75.00 Jun/2024 53,861 Jun/2024

[Farmers adopting improved
agricultural technology (Number)

Comments on achieving targets

Project supported CSLP include shed and manure management to reduce methane emission, improved feeding
practices such as fodder and improved grasses over grain based formulation to reduce enteric fermentation, silage
feeding, animal health improvement through vaccination and breed improvement for efficiency. The total
beneficiaries are calculated from different intervention as follows; (1) Nursery establishment-1,499; (2) Shed and
Manure Management-2,013; (3) Silage feeding from 33 units- 1,819; (4) Distribution of improved seed and
saplings for forage/fodder development-20,611; (5) Matching grant beneficiaries- 16,427; (6) Contract farming
for seed production-1,268; (7) Goat shed improvement-1,020 and (8) Herd Health Program (Vaccination,
drenching and pneumonia control) — 9,204. All total- 53,861 of which 27,853 (51.7%) are the female
beneficiaries benefitted from all those interventions

Farmers adopting improved
agricultural technology -
Female (Percentage)

0.00

45 45.00 48.30

|Farmers reached with agricultural assets or services

Indicator Name

Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Year Result Month/Y ear Result Month/Y ear
0.00 Nov/2017 200 Jun/2023 200.00 Jun/2024 243,635 Jun/2024

[Farmers reached with agricultural
assets or services (Number)

Comments on achieving targets

This indicator measures the number of beneficiaries in targeted Municipalities who were provided with
agricultural assets or services by the project. The baseline value is zero. The number of beneficiaries benefitted
from different project intervention as tracked from IPRs are; (1) POs formed and supported (FGs and Coops)-
87,892, (2) Beneficiaries from matching grant support (call 1,2 and 3)- 16,427 (3) beneficiaries from livestock
markets- 7,347, (4) Beneficiaries from milk chilling vat- 9,907, (5) Beneficiaries from other interventions
(equipment & others)- 37,144 and (6) Beneficiaries from 28 LCSs- 76,608. The total beneficiaries benefitted
from different project intervention are 235,325 of which 98,387 were the women beneficiaries. Note that this
indicator does not count for vaccination against FMD and PPR and artificial insemination; and therefore
represents an underestimation of the total number of beneficiaries supported with agricultural assets or services.

Farmers reached with
agricultural assets or services -
Female (Percentage)

0.00

45 45.00 41.80

19



The World Bank

@

Nepal Livestock Sector Innovation Project (P156797)

ICR DOCUMENT

Intermediate Indicators by Components

Component A: Strengthening Critical regulatory and Institutional Capacity

Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Y ear Result Month/Y ear Result Month/Y ear
0.00 Nov/2017 5,500.00 Jun/2023 5,500.00 Jun/2024 13,402.00 Jun/2024

Client days of training provided (of
which female) (Days)

Comments on achieving targets

The number of clients (Government staff) who completed trainings multiplied by the duration of the training in
days. Total number of events organized were 177 with participation of 4,999 staff. The duration of the training
ranges from 1-12 days (DLS approved curriculum) based on the type and nature of the trainings. The low

percentage of women participation is mainly due to low enrollment of the women in civil service

Client days of training
provided (female)
(Percentage)

0.00

Nov/2017

35

Jun/2023

35.00

Jun/2024

12.30

Jun/2024

Component B: Promoting sector innovation and modernizing service del

ivery

Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Y ear Result Month/Y ear Result Month/Y ear
0.00 Nov/2017 3,000.00 Jun/2023 1,700.00 Jun/2024 1,359.00 Jun/2024

[Number of Producer
Organizations/Cooperatives newly
established or formalized and offering
an increased range of services to
members. (Number)

Comments on achieving targets

The target of producer organizations to be supported was reduced from 3,000 to 1,700 to focus on fewer but
quality support. Instead of increasing the number of groups, the project has opted to strengthen the existing and
newly formed groups supported by the project for their sustainability. The target fixed was too ambitious,
moreover, the local level of government is also forming the similar type of farmer group in their respective
Palika. In the MTR it was realized and reduced the target. The total 1.359 POs are from 1,052 farmer groups and
307 are the cooperatives. Value chain wise, the POs (both FGs and Coops) are in; dairy-621, Goat meat 681 and
Chyangra-57

0.00

Jun/2017

14,600.00 | Jun2024 | 58,228 Jun/2024

[Incremental number of animals
vaccinated against PPR and FMD
through the project - PPR for small
ruminants (Number (Thousand))

Comments on achieving targets

The project is supporting the National FMD and PPR control program in compliance to agreement with SAARC.
NLSIP therefore is supporting the GoN’s Risk Based Strategic Plan to control FMD and National PPR Control
Strategy to control PPR. The progress on FMD and PPR are reported in terms of number of animals vaccinated as
per year wise target in thousand. The year wise target is well aligned with nation’s RBSP of FMD and national
PPR control program. The cumulative target of FMD vaccination is 27 million large animals but due to constraint
outside the project only 12.7 million vaccination target achieved and another 3.3 milliodoses of FMD vaccine
recently procured (June 30,2024). In FY 2021/22 procurement of 6 million FMD vaccine was to be abandoned
due to noncompliance. With regard to PPR vaccination of cumulative target of 56.3 million vaccinations 45.5
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million vaccination is achieved. vaccination supporting National Disease Control Program of DLS the project is

able to ach
No of cattle vaccinated with 0.00 Nov/2017 5,000.00 Jun/2023 5,000.00 Jun/2024 12,703 Jun/2024
FMD (Number (Thousand))
No of small ruminants 0.00 Nov/2017 9,600.00 Jun/2023 9,600.00 Jun/2024 45,525 Jun/2024
vaccinated against PPR
(Number (Thousand))
Beneficiary satisfaction rate with 0.00 Jun/2017 75 Jun/2023 75.00 Jun/2024 68.84 Jun/2024
relevance, timeliness and
effectiveness of sercies provided by
the project for the livestock sector
(Percentage)
Of which Female 0.00 Jun/2017 75 Jun/2023 75.00 Jun/2024 66.46 Jun/2024
(Percentage)
Component C: Promoting Smallholder Inclusive Value Chains for Selected Livestock Commodities
Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Y ear Result Month/Y ear Result Month/Y ear
Dlalog platfor[n between actors of the 0.00 Jun/2017 25 Jun/2023 34.00 Jun/2024 34.00 Jun/2024

targeted value chains established and
operational at district level
(Number)

Comments on achieving targets

This adjustment is to aligned with current administrative structure of the country during MTR. SDPs are
established in all project 28 Districts, Five provinces (two provinces in Hetauda DLSUs) and at national level. All
are operational and follows the MoALD approved guidelines

0.00

Jun/2017

500 | Jun2023 35000 | gwno24 | 44700 | runno24

[Number of business plans financed by
the project on a matching grant basis
(Number)

Comments on achieving targets

Given the delay in rolling out matching grant schemes, the end target has been revised downward from financing
500 business plans to 350 business plans during MTR. The project had signed the matching grant agreement with
629 SPs (246 from call 1, 3 from call 2 and 380 from call 3) in year 2021/22. Due to various reasons described in
IPR, a total of 183 (36 SPs from call 1 and 2 and 147 SPs from call 3) were cancelled. Currently 446 SPs are at
implementation. Of the 446 SPs supported, 259 SPs are for dairy, 174 for meat and 13 for Chyangra wool.
Similarly, 75, 135, 3, and 233 SPs are operated by FGs, Cooperative, Producer’s Associations and Private Firms
respectively

0.00

Jun/2017

60 [ Junn023 60.00 Jun/2024 | 56.29 Jun/2024

Share of project beneficiaries with a
livestock risk insurance policy
(Percentage)

Comments on achieving targets

The insurance policy has been made mandatory in the animals procured through NLSIP financing under MGS.
The information tracked in the endline survey result is 56.29 %. This is the weightage average calculated from all
type of beneficiaries. This is slightly below than target. In addition, the project has trained and developed 153
livestock insurance agents to disseminate and link livestock farmers to insurance companies to support the
national initiative.
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Component D: Project Management and Knowledge Generation

Indicator Name Baseline Closing Period (Original) Closing Period (Current) Actual Achieved at Completion
Result Month/Y ear Result Month/Y ear Result Month/Y ear Result Month/Y ear
0.00 Jun/2017 75 Jun/2023 75.00 Jun/2024 95.00 Jun/2024

Comments on achieving targets
Grievances registered related to
delivery of project benefits
satisfactorily addressed.
(Percentage)

Grievance Redress Guideline approved by MoALD is at implementation. Accordingly, there are District level
redress committee (28) led by chief of Veterinary Hospital and Livestock Service Expert Center, Cluster level
redress committee at DLSU level (4) led by Provincial Director for Livestock and Fisheries Directorate and
national level redress committee led by joint secretary of MoALD. All the grievances received were documented,
heard and redressed. Of 11 grievances received in Fy 23/24; 9 were successfully addressed others were in the
pipeline seeking MoALD clearances. Cumulative number of grievances registered were 265 of which 252 were

satisfactorily redressed. The overall redressed percent was 95 %
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B. KEY OUTPUTS BY COMPONENT

Objective/Outcome 1: Increase in productivity

1. Percentage increase of average milk production per cow/buffalo

PDO Indicators . . .
2. Percentage increase in offtake rate expressed as carcass weight for goats

1. Number of Producer Organizations/Cooperatives newly established or
formalized and offering an increased range of services to members
2. Incremental number of animals vaccinated against PPR and FMD through

Key Outputs the project - PPR for small ruminants
(linked to the achievement of the PDO Outcome) 3. No of cattle vaccinated with FMD
4. No of small ruminants vaccinated against PPR

5. Beneficiary satisfaction rate with relevance, timeliness and effectiveness
of sevices provided by the project for the livestock sector

Objective/Outcome 2: Increased sales of value added products in targeted value chains

1. Increased sales value in targeted value chains (Cow/Buffalo Milk/Goat

PDO Indicators Meat)

1. Dialog platform between actors of the targeted value chains established
and operational at district level

2. Number of business plans financed by the project on a matching grant
basis

3. Share of project beneficiaries with a livestock risk insurance policy

Key Outputs
(linked to the achievement of the PDO Outcome)

Objective/Outcome 3: Improvement in climate resilience

1. Farmers adopting improved agricultural technology

PDO Indicators . . .
2. Farmers reached with agricultural assets or services

Key Outputs 1. Client days of training provided
(linked to the achievement of the PDO Outcome)
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ANNEX 2. BANK LENDING AND IMPLEMENTATION SUPPORT/SUPERVISION
A. TASK TEAM MEMBERS

Name Role

Asuka Okumura Team Leader

Timila Shrestha Financial Management Specialist
Chandra Kishor Mishra Procurement Specialist
Annu Rajbhandari Environmental Specialist
Rekha Shreesh Social Specialist

Ishwor Neupane Social Specialist

Hanna Jang Counsel

Sujin Bajracharya Procurement Team
Payal Malik Madan Procurement Team
Rajagopala Raghavan Team Member

Purna Bahadur Chhetri Team Member

Rupa Shrestha Team Member

David Tuchschneider Team Member

John Prakash Badda Team Member

Satish Kumar Shivakumar Team Member

B. STAFF TIME & COST

Staff Time & Cost
Stage of Project Cycle

No. of Staff Weeks USS (including travel and consultant costs)
Preparation
FY16 26.195 95,550.89
FY17 49.656 133,653.70
FY18 15.470 52,496.74
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FY21 0.000 150.00
Total 91.32 281,851.33
Supervision/ICR
FY18 6.576 19,787.29
FY19 38.209 168,541.17
FY20 37.410 114,544.01
FY21 46.117 105,335.03
FY22 26.638 111,711.98
FY23 19.862 81,064.31
FY24 33.045 173,548.60
FY25 9.155 44,142.30
Total 217.01 818,674.69
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ANNEX 3. PROJECT COST BY COMPONENT

At appraisal
IDA Ben. Fin. Int. GoN Total
A. Sjcrer.lgthenmg C‘rltlcal Regulatory and 5 0 o ) 4
Institutional Capacity
B. Prom(.)t.lng Sect.or Innc.Jvat|on and 40 o o 5 45
Modernizing Service Delivery
C.. Promoting Inclus_|\./e Value Chains for Selected 30 10 15 o 55
Livestock Commodities
D. PrOJe?t Management and Knowledge 5 0 o 3 g
Generation PPA
80 10 15 10 115
End of project
IDA Ben. Fin. Int. GoN Total

A. Sjcrer.lgthenmg C‘rltlcal Regulatory and 0.95 0.05 03
Institutional Capacity
B. Prom(.)t.lng Sect.or Innc.Jvat|on and 16.35 3.04 19.39
Modernizing Service Delivery
C.. Promoting Inclusi|\./e Value Chains for Selected 16.85 59 3.6 0.39 32
Livestock Commodities
D. PrOJe?t Management and Knowledge 4.66 538 204
Generation PPA

38.11 5.9 8.86) 5.86 58.73

ICR

DOCUMENT

26



The World Bank

@' Nepal Livestock Sector Innovation Project (P156797) DO CUMéI(\:I{l{"

ANNEX 4. EFFICIENCY ANALYSIS
Introduction

1. The objective of the economic and financial analysis is to assess the ex-post economic and financial performance
of the project at completion in June 2024. At appraisal, the project total costs were estimated at US$115.0 million, including
the IDA loan of USS$80.0 million, counterpart contribution of US$10.0 million, beneficiary contribution of US$10.0 million
and US$10.0 to be raised through formal financial institutions.

2. At appraisal, it was estimated that the economic and financial returns would result from improved extension and
animal health services, access to finance and increased investments in animal husbandry. The project also targeted support
to POs and promoted development of value chains for milk (dairy cattle and buffalo), goat meat and goat wool. In addition,
the project’s support to the animal husbandry department by strengthening their monitoring and disease surveillance
systems, improved capacity of the department for providing health, extension and advisory services would have helped
improve the large animal husbandry sector in general.

3. Although the project objective set at appraisal remained unchanged through implementation, the project
underwent five restructurings including to extend its closing date by 12 months, undertake cancellation of USD 38.2 million
due to exchange rate gains, and to change indicators in the results framework.

EFA at appraisal

4. At appraisal it was estimated that the project will target 200,000 households and an additional 200 households will
benefit from employment and enhanced economic opportunities from the enterprises promoted under the matching
grants sub-component. The financial benefits estimated at appraisal were in line with the original PDO targets and would
result in an incremental dairy production of 35,503 tons of milk per year, and an annual incremental production of 218,000
heads of goats. It was expected that the increase production of dairy and meat would be marketed locally given the low
per capita consumption of dairy and meat production. Overall, it was estimated that the project would yield an IRR of 23.7
percent and NPV of USS 156.27 million at a social discount rate of 10 percent.

Project Cost and Duration

5. The project has a mixed achievement as it meets its all its PDO indicators targets except one and has achieved five
of the eight IRIs with an actual project cost of US$58.7 million including an IDA share of USS$38.1 million (45 percent of
appraisal costs). The project was also successful in mobilizing US $ 8.9 million from formal financial institutions and US $
5.9 million from beneficiary contributions for the matching grant sub-components. Refer Annex 3 for more details. The
project exceeded its initial implementation period by 12 months (20 percent of the original implementation time period).

Project Benefits

6. Increased Productivity: Increase in productivity of dairy cattle (cow and buffalo) and goat meat productivity was a

key focus of the project. Based on the findings of the endline survey conducted in 2023, the project was able to improve
the productivity of milk yield in cows and buffaloes by over 80 percent and for goat meat by about 73 percent. Table 1
below shows the key achievements of the project. The project’s efforts in promoting activities such as vaccination against
FMD, parasite control, Al services, and the dissemination and adoption of climate smart technologies such as improved
shed management, promotion of forage and fodder cultivation etc. through activities under component B of the project
was a key factor in the project achieving its targets.
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Table A4.1: Summary for key productivity improvements
. . Percent
Description UoM Baseline Endline Change
Cow milk productivity litres / year / cow 1,222 2,239 83.3
Herd size (cow) number per HH 6.1 41 -32.8
Lactating cow number per HH 3.0 3.0 2.7
Milk production litre per HH 7,451.0 10,160.0 36.4
Days of lactation days per lactating cow 256.0 289.0 12.9
Buffalo milk productivity litres / year / cow 720 1,346 87.0
Herd size (buffalo) number per HH 4.8 4.6 -4.6
Lactating buffalo number per HH 2.2 3.2 45.2
Milk production litre per HH 3,554.4 7,351.8 106.8
Days of lactation days per lactating cow 251.0 261.0 4.0
Goat meat productivity kg / year / goat 7.8 13.5 73.0
Goats herd size goats per HH 9.3 11.4 22.2
Meat production (live weight) kg per HH 111.8 239.3 114.0
Meat production (carcass weight) kg per HH 72.7 155.5 113.9
7. Increased market access: The estimate at appraisal indicated the low consumption of dairy and meat products

among the local population in Nepal and it was expected that the increased production would be consumed by the local
population. Table 2 provides a snapshot of the increased market access that the households realized for their products.
While the prices realized increased by less than 10 percent the increase in production led to a substantial increase in sales

income realized by the households.

Table A4.2: Summary of sales and price realization

Description UoM Baseline Endline I;:;c:;t
Sale of raw milk NPR ('000) per HH per year 392.0 590.6 50.7
Avg. sales price of raw milk NPR per litre 62.1 67.5 8.7
Sale of value-added dairy products NPR ('000) per HH per year 4.0 8.4 110.0
Sale of live goat meat NPR ('000) per HH per year 55.7 107.4 92.8
Avg. sales price of goat meat NPR per kg 569.0 608.3 6.9
8. Performance of matching grants: The project provided support to over 1,300 producer groups for supporting access

to markets and strengthening the backward and forward links among value chain actors. Activities will target direct and
indirect support to the actors involved in production, logistics (including quality assurance and food safety), processing, or
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marketing in the selected value chains. An assessment of 69 PGs (40 — dairy value chain and 29 — goat value chain) who are
beneficiaries of matching grants shows the actual investment was 110 percent of the planned investments (including
equity, matching grant, and loans). The average business plan was for NPR 9.89 million, but the actual investment was NPR
11.02 million. This was partly due to the increased equity contribution (against plan) and reduced matching grant (against
plan). The PGs have registered an average revenue of NPR 7.4 million and an average profit after tax of NPR 0.6 million i.e.
a profitability of 9 percent. However, given the current level of profits it would an average PG almost 15 years to break
even and recover its initial investments. This may not be a viable time frame, and the producer groups should endeavor to
increase their revenue streams and profitability to recoup their initial investment within five to seven years.

9. Other benefits. Because of the large-scale vaccination program undertaken by the project (12.7 million heads
against FMD and 45.5 million heads against PPR), it is important to consider that the economic losses due to FMD and PPR
are as high as US$53.9 million and US$1.25 million respectively each year. The efficacy of the vaccines administered by the
project have been as high as 83.4 percent except for one district that recorded an efficacy of 44 percent for FMD. Further,
the incidences of outbreak have come down by 57 percent for FMD and 89 percent for PPR.

Cost Benefit Analysis.

10. Methodology: For the cost-benefit analysis at project closure, the analysis conducted at appraisal has been
repeated with updated data based on actual status of project implementation and the data reported for the achievement
of the PDO indicators based on the impact assessment conducted in 2023. Representative farm models were prepared for
dairy (cattle and buffalo), and goat meat production. The economic period of analysis was assumed to be 20 years, and a
10 percent discount rate was used for the analysis.

11. The results of the farm models show that the households realize an incremental income of 57.8 percent for cattle
and 95 percent for goats. The results of the financial analysis for cattle, goats and producer groups are summaries in Table
3. Further, for the economic analysis of the project the economic benefits from the reduced incidences of PPR and FMD
have also been considered although with a conservative efficacy of 44 percent.

Table A4.3: Summary of financial profitability of key activities promoted under the project

WoP WP

SI. L Cost of Increment
Description .
No. P Revenue cost O.f Gros's Revenue productio Gros.s al income
production | margin . margin

1 Eigiﬁo dairy and 396,000 223,938 | 172,062 484,350 | 212,912 | 271,438 99,376
2 | Goat 55,670 20,266 | 35,404 107,350 38,117 | 69,233 33,829
3 | Producer Groups
a Wool 12,126,280 1,457,762 | 1,457,761
b Meat 9,522,135 457,121 | 457,121
c Dairy 4,300,391 844,706 | 844,706

Results. The results of the cost benefit analysis show that the project results in an EIRR of 22.3 percent with a NPV of USS
55.1 million at a 10 percent social discount rate. This matches the EIRR estimates at appraisal of USS 23.7 percent albeit at
appraisal the economic benefits of vaccination were not considered.
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ANNEX 5. BORROWER, CO-FINANCIER AND OTHER PARTNER/STAKEHOLDER COMMENTS

Government of Nep.
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MoALD/Feedback on the ICRR of Nepal Livestock Sector Innovation Project
(IDA credit: 6149-NP); Project ID: 156797

e Overall, the ICRR report is concise, informative, and well-balanced. It critically examines the project performance
at the implementation, output, and outcome levels in terms of efficacy and efficiency. The Ministry congratulates
the main contributor for his hard work in producing such an unbiased and well-balanced report.

e Certain activities critical to the Ministry, such as the preparation of the Livestock Master Plan or the Livestock
Investment Plan, could not be undertaken due to emerging government policies. However, the Ministry has
maintained these as top priorities. The preparation and adoption of a nationwide Livestock Management
Information System (LIMS) also faced challenges due to its complexity. Nevertheless, the project focused on
developing and adopting LIMS in one province of Nepal, with the potential for scaling up to other provinces as
capacity builds. This initiative also faced difficulties before it came to fruition

e The Ministry greatly appreciates the project and the team (GoN and WB) for leading the drafting of two important
national policies: the National Animal Health and National Livestock Breeding Policies. These policies were
approved by the government in 2022 and are currently being implemented, alongside the formulation of periodical
and annual sectoral plans. It is also worth noting that these policies were used as prior actions in the preparation
of the Green Resilient Inclusive Development (GRID). Additionally, through the project's initiatives, several other
legal frameworks were drafted and are nearing the final stage of approval, including the Infectious Animal Disease
Control Act, Animal Nutrition Strategy, roadmap for FMD and PPR control, Animal Identification and Traceability
Strategy, and the One Health Action Plan (Livestock). These efforts have laid a strong foundation for future
implementation and enhancement.

e FMD and PPR are priority livestock diseases in the South Asia region, and Nepal has made a strong international
commitment to control or ultimately eradicate them by 2030. Throughout its implementation period, the project
supported mass vaccination efforts. With the phase-out of the project, the responsibility for these activities has
shifted to the Department of Livestock Services (DLS), which has been allocated adequate budget for mass
vaccination in line with the approved control pathway. Additionally, the project's support in procuring the LSD
vaccine has been instrumental in assisting the government during emergencies.

e Similarly, for genetic improvement programs such as PPRS, the National Livestock Breeding Office (NLBO) has been
designated as the responsible authority. Adequate funding and trained personnel have been secured to support its
implementation.

e The project developed infrastructure, including LSCs, training centers, breeding centers, and laboratories, along
with equipment such as the BSL-2 laboratory have been handed over to the respective institutions, and adequate
funding has been allocated for their maintenance and operation through the appropriate government channels.
The accreditation of the BSL-2 laboratory is a critical task, and the Department of Livestock Services (DLS) is taking
all necessary steps to obtain the accreditation certification as soon as possible

e All project-financed sub-projects are linked to the local governments. The Ministry of Agriculture and Livestock
Development (MoALD) has supported local governments by providing one dedicated officer (400) in each potential
municipality. These officers will monitor, supervise, and provide technical support as needed to ensure the
sustainability of the sub-projects.

e MOALD is closely monitoring the case pending verdict at the Supreme Court. The decision to proceed with
installment payments to the approved SPs under Call Il beneficiaries is the result of a thorough legal review, in
accordance with PAD, FA, and other project documents. MoALD has also sought advice from the Ministry of Law
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and Justice. Therefore, it is highly unlikely that the Supreme Court’s verdict will be unfavorable to the project's
decision.

e Women's participation in staff training and other project activities appears to be lower than the target. However,
this is expected to improve over time, as women's involvement in development activities continues to grow, and
government enrollment is also on the rise.

e The recommendations provided are valid and practical, and they can be incorporated into the planning process or
considered when designing new projects.

Finally, MoALD would like to congratulate and acknowledge the efforts of the project team, WB team, other line ministries,
banking and financial institutions, dedicated consultants, and farmer organizations (FGs, cooperatives, producer
associations, and private firms). Without their continuous support, cooperation, and guidance, this success would not have
been possible. The Ministry also extends its hand to all development partners and stakeholders to collaborate on future
initiatives.
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ANNEX 6. SUPPORTING DOCUMENTS (IF ANY)

1. Project Completion Report
2. Impact Evaluation Report
3. Independent Assessment of Sub-Projects

33



The World Bank

@ | o iR
Nepal Livestock Sector Innovation Project (P156797) DOCUMENT
ANNEX 7. ADDITIONAL DATA
Table A7.1: Summary of budgetary reallocation across project restructurings
. . . Restructuring #
Components Original Allocation 3rd 4th 5th
IDA Total IDA Total IDA Total IDA Total
Component A 5.0 7.0 0.3 0.4 0.3 0.3 0.3 0.3
Component B 40.0 45.0 22.0 26.0 17.8 21.1 16.6 19.7
Component C 30.0 54.5 28.0 53.6 20.2 38.6 17.0 32.1
Component D 4.5 8.0 4.7 7.0 4.7 7.0 4.7 7.0
PPA 0.5 0.5 0.1 0.1 0.1 0.1 0.1 0.1
Total 80.0 115.0 55.0 87.1 43.0 67.1 38.5 59.2
Table A7.2: Summary of FMD and PPR incidences and severity
No. of Incidents FMD PPR Difference
2018 2022 2018 2022 2018 2022
Outbreak 215 92 64 7 123(57%) 57 (89%)
Animals Affected 17731 3105 11286 208 14626(82%) 110078 (98%)
Death 262 97 372 44 165(63%) 328 (88%)
Table A7.3: MG subproject call details

Particulars Calll1 &2 | Call 3 | Total
Sub-Project Details

PCN received 811 2409 3220
FPP invited 602 894 1496
Agreements Signed 249 380 629
Cancelled 36 147 183
At Closure 213 233 446
Investment Details (Amount in US$M)

Committed Grant Amount 11.8 6.3 18.1
Committed Loan Amount 8.2 4.4 12.6
Committed Equity 3.9 2.1 5.9
Total Investment 23.9 12.7 36.7

Table A7.4: Performance of sample subprojects

Performance Band Net Profit Margin Return on Assets
No. of SPs Percent No. of SPs Percent
Strong (NPM > 20 percent; RoA >8 percent) 0 0 24 35
Typical (NPM:10-20 percent; RoA: 4-7 percent) 32 46 18 26
Weak (NPM: <10 percent; RoA <4 percent) 37 54 27 39
Total 69 69
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Figure 2: Percentage of sample HH adopting CSAT Figure 3: Percentage of sample HHs adopting a given number of
technologies
Improved Shed Mgt NI 55.6 One —— 100
Manure Mgt N 46.1 Two [N 40.56
Fodder/Forage/Pasture [ 25.9 Three [ 10.74
Stall Feeding NN 19.9 Four | 2.03

Hay and Silage making | 1.9 Five and more | 0.59

Forage Seed production | 1.4 Z 0
ero

Sapling/Seedling production 0.3

Note: Percentages are more than 100 as farmers could adopt more than one
technology
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