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A. Introduction 

1. This evaluation approach paper (EAP) outlines the background, issues to be addressed, 
the proposed scope and approach, timeline and resource requirements for the evaluation of the 
Georgia Municipal Services Development Project (MSDP)1 and the subsequent MSDP Phase 2 
(MSDP 2).2 The resulting project performance evaluation report (PPER) will provide inputs to 
the Georgia Country Assistance Program Evaluation (planned in 2018). This PPER is being 
prepared 4 years after the circulation of the project completion report (PCR) for MSDP, in 
November 2012 and 3 years after circulation of the MSDP 2 PCR in June 2013.3 By this time, all 
outstanding civil works at the time the PCRs were written would have been completed, and 
sufficient time would have elapsed for the outputs and outcomes to be re-assessed, and the 
impacts to become apparent.  
 
B. Country and Project Background 

2.  At the time of project preparation, municipal infrastructure and services in Georgia had 
deteriorated following decades of neglect and inadequate investments for maintenance.  Most 
households had only intermittent water supply,4 and a significant proportion of the population 
was not connected to piped water and relied on local wells and springs. Water quality was not 
properly maintained and monitored. Sewer pipes were broken and clogged. Municipal 
governments, which provided a big amount of water subsidy, were not able to generate financial 
resources for operations and maintenance (O&M) since tariffs and billing collection rates were 
low, while water consumption was high compared to other European countries.5 
 
3. The government sought ADB support to improve municipal infrastructure and services 
including water supply and sanitation, solid waste management and roads. Consequently, ADB 
approved a $40 million loan from the Asian Development Fund (ADF) for MSDP on 11 

                                                
1
 ADB. 2008. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Georgia for the Municipal Services Development Project. Manila. 
2
 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Georgia for 

the Municipal Services Development Project (Phase 2). Manila.   
3
 ADB. 2012. Project Completion Report: Georgia: Municipal Services Development Project (Loan 2114-GEO). 

Manila. 
4
 The RRP mentioned for most households, water only runs 2–8 hours in a day, and in some cases only a few days 

in a week. 
5
 ADB. 2008. Proposed Loan Municipal Services Development Project. Manila. 
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November 2008, using the financial intermediation (FI) loan modality.6 The Municipal 
Development Fund (MDF), a central government-owned corporation whose focus is building the 
municipal infrastructure, served as both the executing and implementing agency for the project. 
MDF channeled ADB financial resources to participating municipal governments as either loan 
or grant. MSDP was the first ADB project in Georgia, which became an ADB member in 2007.  
 
4. Aside from water supply and sanitation systems, road infrastructure also needed 
rehabilitation. Poor road conditions and insufficient investment for road upgrade were problems 
in urban Georgia at that time. The historical pattern of urban development in Tbilisi, the capital 
city, and other major cities has led to the concentration of most economic activities, 
infrastructure and traffic flow in a single corridor between the Mtkvari River, Metekhi Cliff, and 
Saguramo Range. Increased private car ownership due to high economic growth in the early 
2000s, and insufficient public transport services also created traffic bottlenecks and heavy 
congestion along the urban corridors particularly during peak hours. This resulted in increased 
air pollution, increased travel time, and traffic accidents.7  
 
5. When MSDP implementation started, the central government realized that that a number 
of urgent urban transport subprojects had not been proposed by the participating municipal 
governments. Seventy percent of project resources had already been committed by then, and 
funds uncommitted funds were insufficient to finance urgent urban transport subprojects. Faced 
with this issue, the government requested ADB to provide additional support to focus on 
transport investments. In response, ADB approved a $30 million loan for MSDP 2 on 6 July 
2009, also using the FI modality. 
 
C. Project Description 

6.  Given the prevailing country context at that time, the two phases of MSDP were 
designed to rehabilitate the municipal water supply, sanitation, and road infrastructure in the 
country.  Phase 1 initially would focus on water supply and sanitation rehabilitation, and the 
intended impact was improved municipal environment and public health. Phase 2 provided more 
resources for road rehabilitation projects, and the intended impact was improved environment 
and local economy in urban areas. The expected outcomes of both phases were improved 
municipal infrastructure and service delivery; with an additional emphasis on better living 
conditions in urban areas under MSDP 2.  
 
7. Both MSDP 1 and 2 had two components: 
 

(i) Investment Projects Financing Facility to improve quality, coverage and 
reliability of water supply, sanitation, solid waste management, and roads.  

 
(ii) Project Management and Capacity Development to improve capacity of 

municipal governments to prepare and appraise feasibility, engineering design, 
environmental, social, and other related studies.  It also supported MDF, the 
executing agency responsible for overall project implementation, to improve its 
budgeting, finance and operating procedures, train staff and prepare its long-term 
strategy plan. 

 
                                                
6 The traditional forms of ADB intervention in the urban sector are the project loan, sector loan, and sector 

development program loan modalities.  
7
 ADB. 2009. Report and Recommendation of the President on a Proposed Loan Municipal Services Development 

Project – Phase 2 (Georgia). Manila. 
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8. The estimated project cost of MSDP at appraisal was equivalent to $63.25 million—all in 
foreign exchange costs. ADB was to provide $40 million (63% of the project cost), MDF (16%), 
municipal governments (16%), and the central government would cover the balance (5%). The 
actual project cost was $51.15 million due to cancellation of consulting services, which led to the 
reduction of the ADB loan amount to $38.26 million. MDF contributed $3.74 million, while 
municipal governments contributed $7.64 million and the central government, $0.51 million.   
 
9. Total project cost for MSDP 2 was estimated at $41.5 million during preparation, all in 
foreign exchange costs. ADB loan of $30 million would cover 72% of the project cost and the 
rest would be covered by MDF (7%), the participating municipal governments (16%), and the 
central government (5%). As was the case in Phase 1, due to cancellation of consulting services 
and other savings, actual project cost at completion ($36.3 million) was lower than estimated at 
appraisal. The actual ADB loan amount was $29.4 million; MDF contributed $1 million, 
municipal governments in total contributed $5.4 million and the central government, $0.41 
million. 
 
10. The FI modality was chosen because the government requested for an infrastructure 
project financing facility rather than a traditional project loan, sector loan or sector development 
program loan. The decision was also based on Georgia’s previous experience with FI loans 
from the World Bank. Under this approach, ADB loan proceeds were provided by the 
Government to MDF (the project executing agency), to be on-lent or on-granted to eligible 
municipal governments.8   
 
11. Phase 1 of MSDP was completed in 2012 with 71 civil works sub-projects—half of them 
were for road rehabilitation and another half for water and sanitation—delivered in 44 
municipalities. In Phase 2, 38 sub-projects (27 of which were road rehabilitation, the rest were 
water and sanitation) in 29 municipalities were completed in 2014.9 Table 2 presents the 
summary of the number of sub-projects and the funds allocated.  

  
Table 2: Number of sub-projects and project cost by category of financing modality 

Category 

Municipal Services Development Project Municipal Services Development Project 2 

Sub-
projects 

No. of 
municipalities 

Actual cost 
($million) 

% of 
cost 

Sub-
projects 

No. of 
municipalities 

Actual cost 
($million) 

% of 
cost 

Loan (W1) 21 13 12.5 26.7 4 2 8.6 25.3 

Grant (W2) 50 31 34.3 73.3 34 27 25.1 74.7 

Total 71 44 46.8 100.0 38 29 34.0 100.0 

Sources: Project Completion Reports. 
 

12. MSDP Phases 1 and 2 aimed to focus on subprojects that did not involve involuntary 
resettlement and had no significant or adverse environmental impacts. MSDP had 3 thematic 
tags: environmental sustainability, inclusive social development, and capacity development 
while MSPD2 identified environmental sustainability as cross-cutting theme. In terms of gender 
mainstreaming categorization, the projects were considered to have some gender elements.  
 

                                                
8
 Municipal governments are eligible for loan (under window 1) or grant financing (window 2) based on financial 

position.  
9
 The PCR of MSDP Phase 2 was circulated in June 2013, and the PCR Validation Report (PVR) was published in 

October 2014. 
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D. Major Findings of Previous Evaluations  

13. The PPER used previous ADB evaluation documents in developing and refining the 
evaluation framework namely: (i) project completion report10 and (ii) PCR Validation Report 
(PVR).11 The PCRs assessed Phases 1 and 2 of MSDP to be highly relevant, highly effective, 
highly efficient, and less than likely sustainable. The PCRs acknowledged that sustainability was 
an issue for both MSDP and MSDP2 since the budget allocation for O&M costs was insufficient 
and most municipal governments needed to increase the O&M budget. The limited number of 
staff and lack of a management information system to record asset inventories in the municipal 
governments were also cited as factors affecting long-term sustainability. 
 
14. The PVRs for MSDP and MSDP 2 differed from the PCRs in some respects. The PVR 
recommended a lower rating for relevance but concurred with the other criteria assessments. It 
considered Phase 1 relevant (instead of highly relevant) due to design issues including outcome 
indicator being too general and targets being too low, and weakness in cost recovery 
mechanisms. Although MSDP proposed mitigation actions, these were considered inadequate.  
Meanwhile, the PVR for MSDP 2 assessed the project effective, citing the lack of evidence to 
show the linkage between the outputs achieved and the outcome indicators, and efficient as 
some assumptions regarding economic benefits of road improvement were questionable. A 
comparison of the assessments of PCRs and PVRs and reasons for divergence in assessment 
is summarized in Appendix 1. 
 
15. The PCRs also identified several actions for follow-up such as installation of bulk meter 
at the reservoirs and at pipelines, installation of household water meter, replacement of old cast 
iron pipes, installation of chlorination facilities, water tariff reforms, and capacity building of 
municipal governments and the United Water Supply Company of Georgia (UWSCG)12  for 
O&M and assets inventories. The PVRs agreed with the recommendations. 
 
E. Evaluation Scope and Approach 

16. Objective. The PPER will assess the performance and impact of MSDP and MSDP 2 
using IED’s methodology for evaluating sovereign projects. It will update the project design and 
monitoring framework reported in the PCRs, taking into account the progress in outcomes and 
impact realized since project completion. It will also look into the status of recommended follow-
up actions in the PCRs. The PPER expects to generate a series of findings, lessons and 
recommendations for future operations in the urban sector. The findings of this PPER will also 
feed into the proposed Georgia Country Assistance Program Evaluation planned in 2018. 
 
17. Institutional development. MSDP was the first ADB project in Georgia, hence the PPER 
will pay special attention to its institutional development aspects. In particular, it will look into (i) 
the progress of reform in urban sector and sustainability across the 3Ts (tariff, taxes, and 
transfers) for water sub-projects after completion, (ii) the role of MDF as the agency for urban 
infrastructure development and how the agency has evolved over time from its experiences 
implementing projects financed by ADB and other development partners, and (iii) how the 

                                                
10

 ADB. 2012. Project Completion Report Municipal Services Development Project. Manila. 
11

 IED. 2014. Project Completion Report Validation Report: Municipal Services Development Project. Manila: ADB.  
12

 UWSCG is a state-owned company established in January 2010 which provides water and wastewater services 
throughout whole Georgia for urban settlements excluding Tbilisi, Mtskheta, Rustavi, and Autonomous Republic of 
Adjara. UWSCG is 100% state-owned through The Ministry of Regional Development and Infrastructure. The 
company is now responsible for the O&M of water and sanitation.  
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capacity of municipal governments and UWSCG has evolved over time, particularly in 
developing their O&M infrastructure and service capacity.  
 
18. Financial intermediary modality. The PPER will assess the use of FI modality, in 
particular (i) whether FI was the right modality for ADB’s first loan for Georgia, especially since 
MDF is not a financial intermediary institution, and (ii) the advantages and disadvantages of 
using FI loan for urban sector projects. The need for and use of the environmental management 
system within MDF will be reviewed, and its impact on safeguards and capacity building. 
 
19. Joint evaluation. For this PPER, IED intends to involve counterparts in relevant 
government agencies, if available, as part of its mandate to promote knowledge exchange and 
build capacity of governments in evaluation.      
 
20. Methodology. The PPER will jointly evaluate both MSDP and MSDP 2 as 
recommended in the MSDP 2 PVR.  The evaluation will be undertaken using IED’s guidelines 
for assessing public sector projects which uses the core evaluation criteria of relevance, 
effectiveness, efficiency, and sustainability to assess overall project performance.13 It will also 
assess the project's development impacts, the performance of the borrower/executing agency 
and ADB. The main evaluation questions are presented in Appendix 2.  
 
F. Data Sources 

21. Secondary data (desk review). The PPER will collect information on the projects from 
available documents including (i) ADB policies and strategies (such as country strategies, 
country operations and business plans,  Strategy 2020, Safeguard Policy Statement, Urban 
Sector Strategy and Operational Plan, Water Policy and Operational Plan), (ii) government 
policies and strategies (e.g. the State Strategy for Regional Development), (iii) project 
documents (including report and recommendation of the President to the Board of Directors, 
back-to-office reports, ADB PCRs, Government PCRs, subproject appraisal and summary 
reports), (iv) evaluation studies of other urban and water sectors projects in ADB and other 
partners, (v) evaluation documents (e.g., PVR and urban and water sector evaluations), and (vi) 
country statistics and background documents. 

 
22. Primary data. The evaluation will collect primary data during consultations with 
concerned staff in Central and West Asia Regional Department and an independent evaluation 
mission to Georgia. Interviews will be conducted with Georgia resident mission staff and key 
informants in government ministries and agencies. The team will also visit selected project sites 
to directly observe the condition of project outputs. Focus group discussions, interviews, client 
survey, and household surveys will be conducted to gather first-hand information from the 
project beneficiaries. The household survey will be conducted on a sample of project 
beneficiaries and a comparison group to collect information on perceived benefits of the project.  
 
G. Resource Requirements 

23. The evaluation will be undertaken by an evaluation team comprising Ari Perdana 
(Evaluation Specialist, team leader), Ma. Patricia Lim, evaluation officer (2 person-months), and 
Jennifer Llaneta, evaluation assistant (1 person-month). The draft report is proposed to be peer 
reviewed by Tomoo Ueda, Principal Evaluation Specialist, and Yuji Ono, Senior Evaluation 
Specialist.  

                                                
13

 IED. 2016. Guidelines for Evaluation of Public Sector Operations. Manila: ADB. 
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24. The evaluation will require the inputs of an international consultant (30 working days) 
with proven track record in evaluating urban development projects, and 2 national consultants 
(45 working days total) for conducting household surveys and providing in-country support 
during the independent evaluation mission. The estimated cost for the evaluation is $50,000 
(Supplementary Appendix A). Consultants terms of reference are in Supplementary Appendix B. 
 
H. Tentative Schedule  

25. The evaluation will be carried out based on the following schedule: 
 

Activity Provisional Milestone 
Approval of the Evaluation Approach Paper IV March 2017 
Independent Evaluation Mission in Georgia IV April–I May 2017 
Preparation of Draft PPER May 2017 
Draft PPER for Interdepartmental and Government review I–II June 2017 
Draft for Editor’s Review  I July 2017 
Submission to Director, IED1 IV July  2017 
Director General Approval I August 2017 
Circulation II August 2017 
 
26. Subject to government concurrence, IED will field a team for the Independent Evaluation 
Mission (in April 2017), comprising (i) IED Team Leader, Evaluation Specialist, (ii) IED 
Evaluation Officer, (iii) an international consultant with extensive experience in urban 
development and transport projects, and evaluation methods and process, and (ii) a national 
consultant with experience in conducting focus group discussions and household surveys. A 
designated government staff may join the evaluation mission as part of the evaluation capacity 
development component of the PPER. 
 
I. Dissemination of Findings 

27. The report, after approval, will be disseminated through the IED’s website and 
presentation at appropriate knowledge sharing events within and outside ADB. 
 
 
Appendixes: 1. Comparison of PCR and PVR assessments 
  2. Evaluation Matrix Key Project Performance Evaluation Report Questions 
 
 
Supplementary Appendixes (available upon request): 
  A. Cost estimates  
  B. Terms of Reference  
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COMPARISON OF PROJECT COMPLETION REPORT AND PCR VALIDATION REPORT ASSESSMENTS 

Criteria 

Municipal Services Development Project I Municipal Services Development Project Phase 2 

PCR PVR 
Reasons for 
Divergence PCR PVR 

Reasons for 
Divergence 

Relevance Highly relevant Relevant Design issues such 
as (i) outcome 
indicator that was 
too general and 
target too modest 
and (ii) weaknesses 
in cost recovery 
mechanism despite 
mitigation measures 

Highly relevant Highly 
relevant 

 

Effectiveness Highly effective Highly effective  Highly effective Effective Lack of evidence 
linking outputs 
achieved and the 
outcome 
indicators 

Efficiency Highly efficient Highly efficient  Highly efficient Efficient Questionable 
assumptions 
regarding 
economic 
benefits of road 
improvements  

Sustainability Less likely 
sustainable 

Less than likely 
sustainable 

 Less likely 
sustainable 

Less than 
likely 
sustainable 

 

Overall assessment Successful Successful  Successful Successful  
Impact Substantial Significant Project benefits may 

not be sustainable 
due to inadequate 
funds for O&M 

Substantial Significant  

Borrower and 
executing agency 
performance 

Satisfactory Satisfactory  Satisfactory Satisfactory  

ADB Performance Satisfactory Satisfactory  Satisfactory Satisfactory  
PCR = project completion report, PVR = PCR validation report. 
Sources: Project Validation Reports. 
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EVALUATION MATRIX: KEY PROJECT PERFORMANCE EVALUATION REPORT QUESTIONS 
Criteria Specific Evaluation Questions/Indicators Data Sources 
I. Project Performance 
Relevance Policies and strategies   

1. Are the projects consistent with the strategies and policies of the government 
and ADB? 

Design and formulation  
2. Were the rationales for the projects based on a sound analysis of 

development problems and country context (economic, political)?  
3. Were the project designs appropriate to achieve the envisaged project 

outcome and impacts? Was it flexible enough to allow adjustments in project 
design and scope during implementation? 

4. Were the reasons to increase the number of sub-projects and the financing 
allocation under grants (W2) justifiable? 

5. Were the project risks identified at appraisal adequately mitigated in the 
project design? 

6. Were the project outputs and outcomes measurable and achievable during 
the project timeframe?  

7. Was the Design and Monitoring Framework adequate and used to monitor 
progress of outputs and outcomes? 

Modality 
8. Was the financing modality appropriate? Did the design of the FI loan 

promote the project’s objectives?   
9. Was there adequate assessment of institutional capacity at appraisal?  
10. Were the eligibility criteria, project preparation and appraisal processes for 

investment subprojects adequate and subsequently implemented as 
planned?  

Beneficiaries, stakeholders and ownership 
11. To what extent were stakeholders (e.g. government, executing agency, 

beneficiaries) involved during the design phase? What was the extent of their 
participation during implementation?  How was government ownership during 
various stages of implementation and after completion? 

12. Did the people in the project areas consider the project relevant to address 
their needs?   

Report and Recommendation of the 
President (RRP) 
Loan Agreement 
Back-to-office-Reports  
Mid-term reviews and aide memoire 
Subproject appraisal and summary 
reports 
project completion report (PCR) 
PCR validation report (PVR) 
Interim Operational Strategy 
(IOS),Country Partnership Strategies 
(CPS) 
CPS Final Review Validation 
Independent Evaluation Mission (IEM) 
field observations, key informant 
interviews, household survey and 
interviews 

Effectiveness 1. To what extent were the projects outputs and outcomes achieved as indicated 
in the DMF? 

2. What factors contributed to the achievement (or non-achievement of expected 
outputs and outcomes? 

3. To what extent did the project strengthen the capacity, governance and 
sustainability of the Municipal Development Fund (MDF)? 

RRP 
Loan Agreement 
Grant Agreement 
BTORs 
Mid-term reviews 
PCR and PVR 
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Criteria Specific Evaluation Questions/Indicators Data Sources 
4. What were the roles of stakeholders in the project? 
5. Were project activities undertaken in line with ADB safeguards policy? 
6. Were safeguards issues carefully assessed in the sub-projects? 

7. Were there any conditions that triggered ADB environment, involuntary 
resettlement or indigenous population safeguard policies? If yes, how did the 
borrower and ADB handle them? 

IEM field observation 
key informant interviews 
household survey and interviews/focus 
group discussions 

Efficiency Project efficiency 
1. How well were the project’s resources used in achieving the outcomes? Were 

there cost overrun or underrun and what were the reasons, If any? 
2. How does the re-calculated economic internal rate of return (EIRR), compare 

with the EIRR at completion? 
Process efficiency 
3. Were project preparation and appraisal processes for investment subprojects 

implemented in a timely manner?  

RRP 
Loan and Grant Agreement 
BTORs 
PCR and PVR 
Mid-term reviews 
PMO and PIU documentation 
Key informant interviews 

Sustainability Benefit sustainability 
1. What is the likelihood that the project benefits will be sustained beyond the 

life of the project? 
Operational sustainability 
2. What is the current condition of the project facilities/outputs?  
Financial sustainability 
3. How has the sustainability across the 3Ts (tariff, taxes and transfer) been 

achieved? 
4. How are O&M costs for sub-project facilities being financed by the central and 

local governments?  Was the United Water Supply Company of Georgia 
(UWSCG) establishment a good step? 

5. To what extent can MDF and UWSCG sustain operate without support from 
ADB or other development partners?  

Loan Agreement 
Grant Agreement 
BTORs 
PCR and PVR 
Mid-term reviews 
PMO and PIU documentation 
Field observation 
Key informant interviews 
Household survey and interviews 

II. Other Assessments 
Development 
Impact 

1. To what extent have envisaged project impact as stated in the DMF been 
achieved? 

2. To what extent has the project brought significant changes to the cities and 
the project beneficiaries? 

3. To what extent did the project contribute to inclusive economic growth and 
environmentally sustainable growth? 

4. Have the beneficiaries perception of the project changed, before and after 
completion? What direct contributions do beneficiaries see from the project? 

5. What do the most recent data tell us about the impact indicators as stated in 
DMF? How do they compare with non-project areas? 

6. How do beneficiaries’ knowledge, attitude, practice and key social indicators 

PCR and PVR 
New project data  
New official statistics  
Field observations and interviews  
Key informant interviews 
Household survey and interviews 
Focus group discussions 
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Criteria Specific Evaluation Questions/Indicators Data Sources 
in the project area compare to those in the non-project area?  

Institutional 
impact 

1. How have ADB support through the project management and capacity 
development component (Part B) made significant and lasting improvements 
to the MDF, concerned agencies/ministries and the participating municipal 
governments?  

2. How have the capacity of municipal governments and the newly established 
UWSCG evolved over time, particularly in developing their O&M infrastructure 
and service capacity. 

PCR and PVR 
BTORs 
PMO and PIU documentation 
Key informant interviews 

ADB 
performance 

Quality at entry 
1. Did ADB mobilize sufficient resources (including technical experts) during 

project design? 
2. Did ADB take prompt actions to ensure the timely implementation of 

recommendations from BTORs, including the mid-term review and resolve 
any implementation bottlenecks? 

3. What was the role and performance of the resident mission? How was the 
relationship between headquarters and the resident mission? 

PCR and PVR 
BTORs 
PMO and PIU documentation 
Key informant interviews 
 

Borrower 
performance  

Quality of preparation 
1. Was the government (national and municipal levels) actively involved in the 

design?  
2. Did they initiate any modifications in response to changing circumstances or 

opportunities? 
3. Was adequate staffing/resource provided for project management 
Implementation and  monitoring and evaluation (M&E) 
4. Were the flow of funds and procurement procedures suitable for ensuring 

timely implementation? 
5. Have counterpart funds been provided adequately and on time? 
6. Did the Government ensure adequate coordination with the national agencies; 

and between national and provincial levels? 
7. Did the government put in place an effective M&E system to generate timely 

information on project performance and impact that is useful for project 
management to take decisions? 

8. Were the loan covenants and the spirit of the loan agreement  followed? 
9. Did the government contribute to planning an exit strategy? 
10. Did the local governments provide support and resources to continue the 

services and maintain the assets created by the project? 

PCR and PVR 
BTORs 
PMO and PIU documentation 
Key informant interviews 
 

ADB = Asian Development Bank, BTOR = back to office report, CAPE = country assistance program evaluation, CPS = country partnership strategy, M&E = 
monitoring and evaluation, MRM = management review meeting, PCR = project completion report, PIU = project implementation unit, PMO = project 
management office, PVR = project completion report validation report, SRP = short resettlement plan. 
Source: Independent Evaluation Department. 


