


. BACKGROUND

1. The Cooperation Fund for the Water Sector (the Fund) is a multi-donor umbrella facility
established on 10 December 2001 to help the Asian Development Bank (ADB) promote
effective water management policies and practices at the regional, subregional, and country
levels; and thereby catalyze the implementation of ADB’s water policy in the Asia and Pacific

region.

2. The Fund finances activities under six programs: (i) advocacy and communications; (ii)
knowledge base and capacity building; (iii) pilot and demonstration activities (PDAS); (iv) water
partnerships; (v) regional events and initiatives; and (vi) coordination, monitoring and evaluation.
The activities are designed to add value to the water projects carried out by ADB’s regional
departments and increase the synergy in ADB’s water sector operations.

3. This report sets out

0)

(i)
(i)
(iv)
(v)

Highlights for the 6-month period July-December 2007;
Comparative key outputs summary;

Outcomes achieved to date;

Financial status of the Fund; and

Outlook for the next 6 months January-June 2008.

4. Appendices (1 to 7) contain details of the various programs and activities within each

category.

II. HIGHLIGHTS

5. The major highlights for this period were:

(i)

(ii)

In-country follow-up conference on Water Financing Program held in
Indonesia in partnership with the Ministry of Planning (BAPPENAS). This
event held in November 2007 brought together high level representatives from
(@) central government agencies such as BAPPENAS (Indonesia’s central
planning agency), Ministry of Finance, Ministry of Public Works, Ministry of
Economic Affairs, Ministry of Home Affairs, Ministry of Energy and Mineral
Resources, Ministry of Forestry, and Ministry of Health; (b) local governments; (c)
river basin organizations, private sector; and (d) academe. The break-out
sessions provided the venue for in-depth discussion of barriers and opportunities
in each rural, urban, and basin subsector and led to the formulation of an
indicative investment program of additional investments to be supported by ADB
through technical assistance (TA) projects and lending in 2008-2010, with some
extending to 2015. The newly-identified water investments over the short-term
amount to over $1 billion, which is in addition to the $730 million currently
reflected in the Country Partnership Strategy for Indonesia.

Five (5) pilot and demonstration projects ended and three (3) commenced
implementation. Despite some delays in implementation of some projects, the
PDA component of the Fund continued to be one of the fastest moving
components. Five projects were completed during this reporting period as
follows:


http://adb.org/Water/CFWS/default.asp

e India — Demonstrating Gender Sensitive Sustainable Sanitation Improvement
and Management though Community Initiative. This is one of the sample
projects included in the ongoing evaluation of PDA outcomes achievement.
Initial results of the evaluation are expounded in Appendix 3;

e Indonesia — Appropriate Information System for Integrated Water Resources
Management: An Exploratory Trial in Cimanuk River Basin;

e Pakistan — Groundwater Aquifer Rejuvenation Demonstration and Pilot
Testing in Balochistan;

e People’s Republic of China (PRC) — Community Action for Hygiene
Promotion in Shandong Province; and

e Tajikistan — Creating an Institutional Framework for Improving Water Systems
Management in Rural Areas.

On the other hand, three additional projects commenced implementation within
the same period, as follows:

¢ Cambodia — Piloting the Establishment of a River Basin Committee Approach
to Integrated Water Resources Management in Eastern Cambodia;

e Philippines — Follow-Up PDA on Lilo-an Low-Cost Decentralized Wastewater
Treatment. This follow-up project takes the form of after-care which was one
of the recommendations from the Fund External Review as a mechanism to
ensure sustainability of PDA gains; and

e Thailand — Producing Water Filter from Coconut and Palm Oil Shells.

(iii) ADB sanitation advocacy launched in Stockholm World Water Week and
ADB Sanitation Action Group formed. ADB launched in Stockholm its
advocacy on the economic impacts of investing in sanitation to be used in
convincing governments why sanitation should be high on their development
agenda. It also announced that it will dedicate about 20% of the expected $100
million Water Financing Partnership Facility (WFPF) to supporting sanitation-
related initiatives, be it in terms of investment, reforms, and capacity
development. Immediately after the World Water Week, a Sanitation Action
Group (SAG) formed within ADB was tasked to take the sanitation agenda
forward, starting with the preparation of country sanitation action plans. The one
for the Philippines has already been drafted.

(iv) Association of utilities formed in Central Asia and South Caucasus. The
utilities in Central Asia and South Caucasus have formed themselves into Central
Asia and South Caucasus Water Utilities Association (CASCWUA) under the
aegis of Water Operators Partnerships Program (WOPs) which ADB is carrying
out in collaboration with Global Water Partnership. While WOP is funded from a
separate regional TA, CFWS continues its support by way of a dedicated water
team member providing expert guidance and strategic inputs to operations
departments.
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v)

(vi)

(vii)

Water Committee released two major knowledge products — one is a
Discussion Note: “Dignity, Disease, and Dollars: Asia’s Urgent Sanitation
Challenge” which was disseminated in Stockholm World Water Week,
accompanied by a flyer “The Clean Truth versus The Dirty Lie” which highlights
sanitation payback. The other knowledge product is an Issues Paper: “The Hows
and Whys of Water Connection Charges” which tackles the issue of connection
charges posing a barrier to connecting more people, particularly the poor, to
piped water system. The Water Committee also provided peer review
mechanism for the Asian Water and Development Outlook (AWDO) which was
launched at the First Asia Pacific Water Summit in December 2007.

Community of Practice (CoP) was sustained with six get-together activities
showcasing topics such as connection charges, cost recovery in irrigation, water
governance, and private sector participation. One of these events was held in
conjunction with the Annual Meeting of the Global Water Partnership held in ADB
headquarters.

WFPF established in August 2007 with the formation of WFPF Steering
Committee and approval of implementation guidelines. It is expected that WFPF,
specifically the program quality support window, will build upon the gains from
the Fund-financed activities such as partnerships (among utilities, river basin
organizations, national water sector apex bodies), pilot and demonstration
activity, knowledge and capacity development, promotion and communication,
etc.

6. More detailed reports on specific components and activities of the Fund are described in
the appendices.

. COMPARATIVE KEY OUTPUTS SUMMARY

7. The table below presents the key outputs for this period:
Category Outputs Indicator This Period® Last Period
Promotion and .
: Media Network attendance Persons 0 0
Public .
Awareness M_edla Work_shops Number 0 0
Category Size of media network _ Members 448 448
Broadcaster agreements in place Number 21 21
Distribution of multimedia Number 234 (CD) 164 (CD)
982 (DVD) 2,556 (DVD)
Knowledge Inventory of publications Number 16 volumes 16 volumes
Base and 4 Flyers
Capacity 1 Discussion Note
Building 1 Issues Paper
Distribution of publications Number 1,359 600
Studies completed Number 0 0
Website hits Monthly Ave 254,442 229,099
E-newsletter distribution Number 41,742 (3 issues) 55,116 (4 issues)
Community of Practice (CoP) Number 6 5
Water Apex Bodies events Number 0 1
Partnerships NARBO events Number 3 2
SEAWUN events Number 1 1
SAWUN Events Number 1(July) 1 (April)
CASCWUA Number 1 0
GWP Number 2 0
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Category Outputs Indicator Units This Period® Last Period

Regional Events | Events supported Number 10 7
and Initiatives Dissemination to ADB Staff Bluebags via CoP via CoP
Pilot and Completed Number 5 1
Demonstration Being implemented Number 9 10
Activities Finalizing contracts to start Number 3 0
Withdrawn Number 0 0
Feedback events for ADB Number 0 0

®Data in this column refers to final outputs rather than degree of activity. Therefore, “0” does not mean no activity.

8. As in previous reports, the quoted outputs tend to be quantitative than qualitative. Our
use of qualitative indicators is still limited to determining client satisfaction with our services
within ADB and public awareness products within and outside ADB.

9. Outcomes are measured when actual projects and programs are completed.
IV. OUTCOMES ACHIEVED TO DATE

10. The purpose of the Fund is to finance TA projects to promote effective water
management policies and practices at regional, subregional, and country levels aimed at
catalyzing the implementation of ADB’s Water Policy in the Asia and Pacific Region. Since its
establishment on 10 December 2001, the Fund has financed five TA projects entitled
“Promoting Effective Water Management Policies and Practices (Phases 1-5), utilizing $19.1
million of the total $21.5 million contributions from the Governments of Norway and Netherlands.
$2 million was used for direct operations support (or top up) and $0.4 million for tsunami support
to Maldives.

11. The external review of the Fund in 2005/2006 noted that the profile of water sector in
ADB has been significantly raised and there is no doubt that this was achieved with the help of
the Fund. Not only has the profile been raised, the recognition of the urgent need to invest
more in water has also been demonstrated when the Management announced in March 2006 its
Water Financing Program which seeks to double its investment in water during the period 2006-
2010.

12. Using a 3-year moving average, the pipeline during 2004 to 2006 was anywhere
between $1.3 billion and $1.9 billion annually, while that for the period 2006-2008 is between
$2.3 billion and $3.1 billion annually.

13. The following outcomes are expected to be achieved from the projects approved in 2006
and 2007:

e 54.2 million people with sustainable access to safe drinking water and improved
sanitation

o 11.6 million people with reduced risk to floods
5.2 million people with more productive and efficient irrigation

e |WRM introduced in 5 river basins

14. The Fund supported in-country conferences in Viet Nam and Indonesia on Water
Financing Program held in 2007 have helped identify additional areas for cooperation between
ADB and the governments in terms of investment, reforms and capacity development. In the
case of Viet Nam, for example, additional eight project preparatory TAs for urban water and
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sanitation were proposed by the Government immediately after the conference, three of which
are to be financed from the new WFPF. In Indonesia, an indicative investment program for
2008-2010 was agreed which will require additional $730 million over and above what is now
reflected in the country partnership strategy.

15. A more specific measurement of outcomes achieved to date vis-a-vis specific
components of the Fund is yet to be undertaken. For example — the Fund has provided support
to the Southeast Asia Water Utilities Network (SEAWUN) under the water partnerships
component of the Fund. One concrete outcome of the Fund’'s continuing support to this
initiative is the steady growth in SEAWUN membership since 2003 to date. Between 2005 and
2006, for instance, the number almost doubled. In terms of the performance of utilities as a
result of the Fund’'s continuing support to capacity development through performance
benchmarking and technical training, improvement was noted judging from the following
performance indicators: water coverage, water availability, metered connection, staff per
connection ratio, operating ratio, and non-revenue water.

16. An evaluation of the following components of the Fund is ongoing and expected to be
completed by end-March 2008: (i) PDA, (ii) direct operations support or top-up, and (iii) water
partnerships. More information on the results of these evaluation exercise to enhance the
outcome reporting on the Fund will be presented in the next sixth monthly report.

IV. FINANCIAL STATUS
17. Below is the overall financial status of the Fund.

Dollar change in Cumulative %
committed and Percent of total committed
reserved since allocation as at and reserved
last period December 2007 to December
($'000) 2007

Allocated Amount
($'000)

Category

Promotion & Public

Awareness Category 2,864 16 15% 18%
Knowledge Base and
Capacity Building 6,523 936 34% 31%
Water Partnerships

3,486 30 18% 18%
Regional Events &
Initiatives 2,141 40 11% 13%
Pilot & Demonstration
activities 2,201 115 12% 9%
Project Coordination,
Monitoring and 1,883 64 10% 11%
Evaluation
Total* 19,100 1,201 100% 100%

*Total is for five regional (RE) TAs covering the six categories.

18. The major commitments and reserved funds incurred during this period were due to:
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Appendix 3
PILOT AND DEMONSTRATION ACTIVITIES

1. The Pilot and Demonstration Activities (PDA) program supports the introduction and
validation of innovative and highly replicable development approaches that add value to ADB'’s
water operations. Selection of PDA proposals follows the normal procedure as stipulated in PDA
Guidelines on Selection of Proposals.

2. A total of 38 PDAs have been approved to date — 25 are completed and 1 was
withdrawn. Of the 25 completed to date, five (5) were completed during the period covered by
this report. As of end December 2007, 9 are under implementation and 3 were being
processed.

3. The allocation to PDA was almost already totally used up by end December 2007. The
amount left is good to finance only one project. New proposals are expected to be funded from
the new Water Financing Facility whose program quality support window also includes pilot and
demonstration projects.

4, To assess the extent to which intended outcomes of PDAs are being achieved, an
evaluation of completed PDAs was initiated in November 2007 and initial results are positive.
Without trying to preempt the final results of this evaluation exercise which is due in mid March
2008, some initial overall findings are:

() As a small-grant facility, it has succeeded in supporting development and testing of
new approaches in addressing water sector issues in the context of an area in a
country with potential value to the sector at the global level;

(i) Relevance to current issues and development in the sector is very high although
based on projects reviewed, replication and mainstreaming of outputs within ADB
have been limited so far.

(i)  Project outcomes have been positive and have far reaching effects beyond the
immediate environment and beneficiaries and, in the process, have contributed to
improvement in the lives and well being of the poor and marginalized sectors of the
population;

(iv) The grant is an effective and efficient means for funding particularly soft
components such as institutional development, capacity building, public awareness
raising and support for policy reform.

5. The status of PDA processing as of June 2007 is as follows:
Status of Processing of PDAs as of December 2007
PDA Process Stage Number
Approved by PDA Advisory Panel 38
Letter of Agreement executed 35
Awaiting government approval 3
LOA signed but not yet implemented 1
PDAs completed during this period 5
PDAs completed to date, awaiting post evaluation 25
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Appendix 4

WATER PARTNERSHIPS

1. Network of Asian River Basin Organizations (NARBO). ADB continued to support
NARBO activities to share knowledge and build capacity for Integrated Water Resources
Management (IWRM) in river basins throughout Asia. The following activities were supported:

0] 1°' Thematic Workshop on Water-Related Disaster Management, 26-29
November 2007, Yogyakarta, Indonesia. As part of its Action Plan, NARBO
held a series of thematic workshops on Water-related Disaster management
designed to: (i) identify and analyze characteristics and issues on water-related
disaster management; and (ii) formulate strategies and solutions to address
these issues.

(i) Symposium on Catalyzing IWRM investment in the Asia-Pacific Region: A
NARBO open event at the 1°' Asia-Pacific Water Summit. This open event at
the 1% Asia Pacific Water Summit, discussed ongoing processes, successes, and
experiences in water resources management, and brainstormed on opportunities
to further boost IWRM investments in the region.

2. Central Asia and South Caucasus Water Utilities Network (CASCWUA). CFWS
supported the establishment of CASCWUA on November 13, 2007 in Almaty, Kazakhstan. 14
utilities from Armenia, Azerbaijan, Georgia, Kyrgyz Republic, Tajikistan, and Uzbekistan along
with the Association of Water Supply and Sewerage Enterprises of Kazakhstan, participated in
the conference. This forms part of the on-going Water Operators Partnerships Program (WOPS)
which is being financed from a separate regional technical assistance (RETA) but being
supported by CFWS through experts from Water Team providing advice and strategic guidance.

3. South Asian Water Utilities Network (SAWUN). CFWS provided support to the
holding of the SAWUN 2" Steering Committee meeting in Bangkok on 30 July 2007. The
objectives of the meeting were to (i) present and approve the SAWUN draft business plan for
2007-2208; (i) elect the SAWUN Steering Committee Vice-Chair and SAWUN Executive
Director; and (iii) discuss and approve SAWUN's three themes: nonrevenue water, tariff setting,
and urban poor.

4, Southeast Asian Water Utilities Network (SEAWUN). ADB support to SEAWUN in
2007 covered the following activities: finalization of a second Water Utilities Data Book;
finalization of the Members Needs Assessment Survey and the organization of the 2"
SEAWUN Convention co-hosted by the Malaysia Water Association. The final draft of the Data
Book has been approved by ADB and awaiting the publication thereof by SEAWUN. 40 water
utilities from Southeast Asia participated in the benchmarking exercise from Lao PDR, Malaysia,
Philippines and Viet Nam. The Data Book covers eight (8) performance indicators including
coverage, per-capita consumption, collection efficiency, average tariff and non-revenue water.
The Members Needs Assessment Survey was completed in early 2007, the results of which
were presented at the 2" SEAWUN Convention. Member utilities continue to see the benefit of
SEAWUN although admittedly there is a need for a more focused and comprehensive program
to address members’ needs.
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Appendix 5

REGIONAL EVENTS AND INITIATIVES

1. Mostly on demand by ADB’s operations departments, ADB supported the participation to
and/or organization of regional events during the reporting period. ADB’s participation to theses
events helped to catalyze the implementation of ADB’s water policy, increased synergy in ADB’s
water operations, facilitated networking and exchange of ideas, and raised ADB’s profile. The
following events were supported/organized:

A. Regional events organized by ADB

(i)

(ii)

East Asia Ministerial Conference on Sanitation and Hygiene 2007, 30
November — 1 December 2007, Beppu City, Japan. ADB presented a paper at a
technical session on financing sanitation investments and provided minimal funding
support to cover some of event costs. Partnering with organizations such as the
World Bank’s Water and Sanitation Program, World Health Organization, United
Nations Children’s Fund, and Asia Pacific Water Forum in this high-level conference
is one way of making ADB'’s vision a reality.

International Seminar on Sanitation, 15-16 November 2007, Manila, Philippines.
The seminar was organized jointly with CITYNET and the City of Makati
(Philippines). CITYNET is a network of local authorities bent on promoting
sustainable urban improvement initiatives in the region, and the City Government of
Makati, in coordination with ADB. Mayors, local chief executives, policy makers, civil
servants, and local government unit representatives participated in the event. Other
concerned stakeholders from national agencies, nongovernment organizations, civil
society, and sanitation experts from international agencies and donor organizations
were also invited.

(i) Indonesia—ADB Water Financing Program Conference, 7-9 November 2007,

Bandung, Indonesia. The conference aimed to: (i) achieve a clear and shared
understanding on the directions in strengthening the partnership between ADB and
the Government of Indonesia in the water sector; and (ii) identify key interventions,
issues, and specific projects to be included in ADB-supported pipeline projects in
2008-2010.

2. Based on demands from operations departments and the application of screening
criteria that considers benefits versus costs, the Fund will continue to support the organization
of regional events and activities including sponsorship for the participation of personnel from
ADB and its DMCs.

B. Other events where ADB Staff and government officials’ participation were
supported by ADB through CFWS:

(i)

3rd Southeast Asia Water Forum, 22-26 October 2007, Kuala Lumpur,
Malaysia. ADB acted as main convenor, together with Singapore PUB and UN
Habitat, of several sessions on the theme “Urban Water Management” which
included: (i) Urban Water Services: Confronting the Challenges; (ii) Service
Innovations: Adopting Business Unusual; (iii) Service Solutions: Following Good
Examples; (iv) Champions and Models: Replicating What Works; (v) Knowledge,
Values and Training: Building Regional Capacity; (vi) Performance and Results:
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Improving Accountability; and (vii) Workshop on Streamlining Indicators to
Benchmark Utility Performance.

(i) High Level Workshops on Mainstreaming Public-Private Partnerships in
India’s Urban Sector, 15-16 October 2007; Jaipur and 18-19 October 2007;
Hyderabad. ADB and Commonwealth Secretariat organized two workshops to
mainstream PPP in India’s urban sector. Experts from Singapore, Manila, and
Australia presented their successful PPP experience. The draft 2007
Benchmarking and Data Book on Water Utilities in India, the product of a
benchmarking program for water utilities conducted by ADB and India’s Ministry
of Urban Development, was shared in the meetings.

(iii) Results Workshop for the Benchmarking Exercise and Water Utilities Data
Book for India, 28-29 August 2007, Chennai, India. ADB and the Government
agreed on a benchmarking program for 20 selected water utilities in India, with
the results published in a data book containing profiles of each water utility,
comparison of performance among the utilities, and a profile of the sector.

(iv) World Water Week 2007, 12-18 August 2007; Stockholm, Sweden. ADB'’s
participation in this event aimed to: (i) strengthen or build new alliances in
support of ADB’s Water Financing Program 2006-2010, which works to double
investments, actions, and positive results in the water sector; (ii) promote new
knowledge derived from its work in the field and learn from the experiences of
other water stakeholders; and (iii) generate inputs for ADB to assist its
developing member countries boost investments in sanitation. ADB organized a
side event entitled Dignity, Disease, and Dollars: Asia’s Urgent Sanitation
Challenge to discuss why urgent sanitation action is justified and to present a
suite of actions aimed at generating partners and investments for this sector.
ADB also patrticipated in various workshops and meetings to share its knowledge
and activities on a wide variety of water issues.

(V) National Conference on Small Water Service Providers, 9-10 August 2007;
Manila, Philippines. The CFWS supported a National Conference on Small
Water Service Providers in the Philippines. The conference aimed to: (i) promote
the role of small water service providers in bringing water to urban poor
households; (i) identify and address specific concerns and issues of small water
service providers; and (iii) improve performance through innovative technical and
financial options. About 250 participants from various small water service
providers, national agencies, nongovernment organizations, and international
agencies attended the conference.

(vi) The 3" International Yellow River Forum on Sustainable Water Resources
Management and Delta Ecosystem Rehabilitation and River Basin Modeling
and Computer Simulation, 16-19 October 2007, Dongying Municipality,
Shandong Province, PRC. ADB staff participated in the event and provided
inputs as resource persons at various sessions.
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Appendix 6

PROGRAM COORDINATION, MONITORING, AND EVALUATION

1. Program coordination monitoring and control refers to the processes that provide for
approving proposals, arranging for contracts, tracking outputs and outcomes and reporting on
Fund activities, including complying with all financial obligations. During the period, proposals
for assistance continued to be screened for relevance using “checklists”, financial and contract
tracking took place using a database management system developed for the Fund and the six
monthly reporting to donors occurred as planned.

2. Evaluation exercises commenced with the aim of assessing the outcomes of major
components of CFWS such as Pilot and Demonstration Activity, Direct Operations Support or
Top-Up Facility and Water Partnerships. These evaluations are expected to be completed by
March 2008 and results will be presented in the next six monthly report ending June 2008.
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DIRECT OPERATIONS SUPPORT

Appendix 7

($2.0 Million Top-Up Support and $400,000 Tsunami Assistance to Maldives)

. TA TA Amount
TA No. TA Title Type* (US$)
Bangladesh
4651 Dhaka Water Supply PP 160,000
4863 2" Urban Governance and Infrastructure Improvement PP 100,000
(Sector)
Bhutan
For Capacity Building for Urban Municipal Planning and AD 50,000
processing | Governance
India
4678 North Eastern Region Urban Development (Phase II) PP 160,000
4779 Project Implementation and Urban Management in the PP 120,000
North Eastern Region (Phase 1)
4815 Orissa Integrated Irrigated Agriculture and Water PP 110,000
Management
4896 North Eastern Integrated Flood and Riverbank Erosion PP 50,000
Management
Maldives
4614 Promoting Sound Environmental Management in the AD 400,000
Aftermath of the Tsunami Disaster
Nepal
4893 Kathmandu Valley Water Distribution, Sewerage and PP 160,000
Urban Development
Pakistan
4642 Punjab Irrigated Agriculture Development Sector PP 90,000
4534 Sindh Basic Urban Services Project PP 80,000
People’'s Republic of China
4586 Guiyang Integrated Water Resources Management PP 160,000
4327 Flood Management Strategy Study AO 49,600
4604 Nanjing Water Utility Long-Term Capital Finance in AO 110,000
Commercial Markets
4971 Songhua River Basin Pollution Control and Management PP 196,000
Project
Sri Lanka
4049 Strengthening the Regulatory Framework for Water AO 40,000
Supply and Sanitation
4853 Small Towns and Rural Arid Areas Water Supply and PP 120,000
Sanitation
Viet Nam
3528 | Capacity Building for Water Resources Management AO 150,000
Regional
6285 | Strengthening Country Safeguard Systems RE 100,000
* PP — Project Preparatory; AO — Advisory; RE - Regional
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	(iii) Results Workshop for the Benchmarking Exercise and Water Utilities Data Book for India, 28-29 August 2007, Chennai, India.  ADB and the Government agreed on a benchmarking program for 20 selected water utilities in India, with the results published in a data book containing profiles of each water utility, comparison of performance among the utilities, and a profile of the sector.  

