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Executive Summary  

 
 
 
 

Georgia became a member of ADB in 2007. The Municipal Services Development Project (MSDP), 
approved in September 2008, was the first Asian Development Bank (ADB) operation in the country. 
A year after MSDP approval, at the government’s request, ADB approved MSDP Phase 2 in 2009, to 
provide additional financing to rehabilitate poorly maintained infrastructure due to lack of investment 
and maintenance post-independence from the Soviet Union. Both MSDP and MSDP Phase 2 
rehabilitated many small-scale infrastructure projects across Georgia. IED found MSDP and MSDP 
Phase 2 responsive to Georgia’s need for urban infrastructure upgrading. However, design 
shortcomings limited the projects’ achievements and development impacts, and institutional capacity 
building of the executing agency and municipal governments. While the subprojects were executed in 
a timely manner, the limited progress in reforming the water tariffs raises concern on the project’s 
sustainability. 

This project performance evaluation report (PPER) 
presents the findings of an independent 
evaluation of the Asian Development Bank (ADB) 
Municipal Services Development Project (MSDP) 
and Municipal Services Development Project Phase 
2 (MSDP Phase 2) in Georgia. An independent 
evaluation mission visited project sites in April and 
May 2017.  

  
ADB approved a $40 million loan for MSDP on 12 
September 2008. The total project cost was $51.1 
million, of which ADB financing was $38.3 million. 
The project was completed in June 2012, about six 
months ahead of the schedule envisaged at 
appraisal, and the loan was closed in February 
2013. The $30 million MSDP Phase 2 was 
approved by ADB on 28 July 2009. The actual 
project cost was $36.3 million; $29.4 million of 
which was funded by ADB. The project was 
physically completed in September 2012, 15 
months earlier than the scheduled completion 
date of 31 December 2013, and the loan was 
closed in June 2014.  

  
The expected outcome of both projects was an 
improvement in municipal infrastructure, service 
delivery, and living conditions. The two projects 
adopted the financial intermediation loan 
modality, whereby ADB loan proceeds were 
provided by the government to the Municipal 
Development Fund (MDF), the executing agency, 
to be on-lent or on-granted to eligible municipal 
governments. Both MSDP and MSDP Phase 2 
channeled loans and grants to municipal 

governments, which used them to finance the 
rehabilitation of water systems and roads 
subprojects. MSDP funded 71 subprojects in 44 
municipalities, while MSDP Phase 2 funded 38 
subprojects in 29 municipalities. In addition, MSDP 
Phase 2 had an explicit objective to make the MDF 
more financially sustainable; in the documentation 
for the first project this ambition was also 
expressed but it was not elevated to an official 
objective.   

  
ADB prepared a project completion report (PCR) 
for MSDP in November 2012. The Independent 
Evaluation Department (IED) finalized a PCR 
validation report (PVR) in November 2014. The PCR 
for MSDP Phase 2 was completed in June 2013, 
and the validation report was finalized in October 
2014. The PCRs and PVRs assessed both projects 
successful, and recommended the preparation of 
a PPER in 2016.   

 

A. Overall Assessment   
  

The evaluation found the overall performance of 
MSDP successful and MSDP Phase 2 less than 
successful, based on assessments of the projects’ 
relevance, effectiveness, efficiency, and 
sustainability.  
   
The projects were consistent with the 
government’s development priorities and ADB’s 
country strategy, and the intended outputs and 
outcome were in line with beneficiary needs. 
However, the evaluation regards ADB’s decision to 
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make the subproject allocations for MSDP Phase 2 
mainly grants, even for more affluent 
municipalities, as inconsistent with the objective 
to make the MDF sustainable or to build up 
capacity for mobilizing domestic 
resources. Furthermore, the decision to on-grant 
most funds received deprived MDF of an 
opportunity to build up a significant revolving 
fund and hence to improve its financial 
sustainability. There were design shortcomings 
with both projects; but for MSDP Phase 2, ADB 
should have learned from the MSDP experience, 
and put more emphasis on on-lending rather than 
on-granting, and on building up a revolving fund, 
since it had an explicit objective to make MDF a 
more sustainable financing institution. MSDP was 
relevant at appraisal, during, and after 
implementation, while MSDP Phase 2 was 
assessed less than relevant. 
 
Both projects exceeded the outcome indicators 
envisaged at appraisal, and financed more 
subprojects than expected from loan proceeds. 
However, the evaluation found that the appraisal 
targets were modest, and the design and 
monitoring frameworks could have been updated 
to account for stronger development outcome 
targets and greater number of subprojects. In 
terms of project outputs, MSDP and MSDP Phase 
2 increased the reliability of the water supply, and 
widened the network coverage of water supply, 
sanitation, and roads. Nevertheless, ADB missed 
the opportunity to develop the capacity of MDF 
and municipal staff further as the project 
envisioned. MSDP and MSDP Phase 2 were 
borderline effective. 
 
The evaluation assessed both MSDP and MSDP 
Phase 2 efficient because the economic internal 
rate of return (EIRR) for five of six sample water 
supply subprojects were well above the threshold 
level of 12%. The implementation process was 
efficient as both projects were completed ahead 
of schedule. Although traffic volumes were found 
to be low on a sample of road subprojects, the 
subprojects were implemented in a least-cost 
manner consistent with standards found in smaller 
towns in developed countries.   
 
Water tariffs are set too low, and are barely 
sufficient to cover operations and maintenance 
costs, let alone investment costs. Consequently, 
the water supply is still being subsidized by the 

central government through the United Water 
Supply Company of Georgia (UWSCG), at least 
until an asset inventory is established and the 
current tariff policy is reviewed. Budgetary 
allocations for roads are largely inadequate, 
although the roads that were rehabilitated under 
MSDP and MSDP Phase 2 are still in a good 
condition and have needed minimal maintenance 
because of low traffic volumes. The decision to 
provide almost 80% of the projects’ financing as 
grants to municipalities indicates that the projects 
did not seriously attempt to improve the 
municipalities’ ability to pay back the loans for the 
subprojects, nor to put MDF on more sustainable 
footing. The evaluation found that both MSDP 
and MSDP Phase 2 less than likely sustainable. 
 
The development impacts of the water supply and 
road subprojects under MSDP and MSDP Phase 2 
were significant. Rehabilitation of water pipes 
under MSDP Phase 2 ensured a more reliable 
supply of water. Rehabilitation of urban streets 
and roads resulted in savings in travel time and 
vehicle operating costs, although not to the extent 
expected because of low traffic volumes. 
  
The review missions for MSDP and MSDP Phase 2 
were effective in addressing various issues to 
ensure timely completion of the project. ADB 
approvals and disbursements were made in a 
timely manner. ADB worked closely with MDF to 
give timely assistance to solve problems. As 
explained to the evaluation mission, ADB 
approved three requests from MDF for 
reallocation of loan proceeds under MSDP and 
two requests from MDF for reallocation of loan 
proceeds under MSDP Phase 2 to cover more 
municipalities, including those with low financial 
capacity. However, since these were financial 
intermediation loans, these decisions were 
questionable and the justification in the PCRs was 
poorly stated. ADB agreed to reallocate funds for 
capacity building to civil works on the basis that 
MDF had received support for its capacity building 
program from other development partners. 
However, in the evaluation’s view, ADB should 
have used the allocation to train local 
governments, local contractors and 
consultants. Therefore, ADB performance was 
less than satisfactory. 
  
The performance of the borrower and executing 
agency was satisfactory. MDF had prior experience 
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implementing financial intermediation loans 
because of earlier assistance provided by the 
World Bank. In implementing MSDP and MSDP 
Phase 2, MDF maintained adequate coordination 
with ADB, municipal governments, and 
contractors. All documents for subproject 
approval were prepared in a timely manner and 
reporting requirements were met.   
 

B. Issues and Lessons   
  
The evaluation identified three remaining issues 
for the two projects, which show the limitations 
of the achievements of ADB and the 
government. Such issues are frequently flagged 
in evaluations of water supply and sanitation 
projects:   
(i) Tariffs. UWSCG and municipal 

governments still depend on central 
government funds to supplement tariff 
revenues to cover the costs of water 
supply facilities because of the 
incomplete metering of residential water 
consumers and the low and inadequate 
tariff charged for water use.  

(ii) Metering. The low implementation of 
metering and lack of full-cost recovery for 
water have led to a substantial waste of 
potable water. Metered households use 
about 100–180 liters of water per person 
per day, while unmetered households 
consume up to 3,000 liters per person per 
day, mainly for agricultural purposes.  

(iii) Wastewater disposal. Although 90% of 
UWSCG’s customers are connected to a 
sewerage system, untreated wastewater 
is disposed into rivers, which has had a 
negative impact on river ecology.   

  
The key lessons are:  
(i) ADB project documents need to be clear 

on sustainability. Tariff, O&M, and cost 
recovery plans need to be part of project 
preparation, and future projects should 
include technical assistance that is 
implemented concurrently with the 
project to review the tariff structure, in 
particular,its adequacy to generate 
revenue to sustain water supply systems 
and the status of metering consumers. 

(ii) Loans for he Municipal Development 
Funds should be implemented as proper 
financial intermediary loans. MDF’s 
status as a government special purpose 
vehicle should not exempt the agency 
from the requirement to build up 
capacity for mobilizing domestic 
resources. For future urban projects that 
use the financial intermediation loan 
modality, institutional and capacity 
development, particularly transforming 
an agency into a sustainable financial 
institution, should be key objectives, and 
measures to achieve such objectives 
should be put in place. 

(iii) ADB needs to invest in good project 
performance management systems 
(PPMSs). The PPMS for MSDP and MSDP 
Phase 2 was inadequate because it 
focused mainly on monitoring of 
disbursements and outputs. ADB should 
develop a computerized template PPMS 
that records baseline data on 
implementation and information needed 
to measure impacts and the efficiency of 
the projects beyond project 
implementation. The minimum standard 
of the PPMS should be part of the project 
document and the loan agreement. 

(iv) Capacity building components should be 
maintained. ADB could have used the 
capacity building funds to train municipal 
staff, technical staff, consultants, and 
contractors on procurement processes, 
new road building techniques, and 
supervision so the projects could attain 
international standards of design and 
implementation. Arrangements or 
commitments to retain trained staff at 
least for the project duration should also 
be made. 





 

 

 

CHAPTER 1 

Introduction 
 
 
 
 
1. The Municipal Services Development Project (MSDP) was approved by the Asian 
Development Bank (ADB) Board of Directors in September 2008. It was the first ADB 
operation in Georgia, which had become a member in 2007. MSDP Phase 2 was 
approved in July 2009, in response to the government’s request for additional financing 
to deliver more road rehabilitation projects. Both loans adopted the financial 
intermediary loan modality, with the Municipal Development Fund (MDF), a special 
agency owned by the central government, acting as the executing agency. 
 

A. Evaluation Purpose and Process 

2. The project completion report (PCR) for the MSDP was prepared in 20121 and 
the PCR for the MSDP Phase 2 in 2013.2 Both PCRs rated their respective projects 
successful, which was subsequently confirmed by project completion report validations 
(PVRs) carried out by the Independent Evaluation Department (IED).3 Although the 
relevance, effectiveness, and efficiency of the projects were established,4 the PCRs and 
PVRs agreed that the projects were less than likely sustainable, for two reasons. First, 
budget allocations for the operation and maintenance (O&M) of the municipal roads 
were inadequate. For the water supply component, water tariffs generated enough 
funds to cover only O&M costs in most cases, not any investment costs. Metering was 
not sufficiently widespread to enable a water tariff to be designed and implemented 
on cost-recovery principles. Second, the technical and financial capacity of the United 
Water Supply Company of Georgia (UWSCG) was found wanting. Similarly, the 
institutional capacity of municipal governments needed more staff, better databases 
for road asset inventories, and greater budgetary allocations for staff and maintenance. 
Therefore, the PCRs recommended that project performance evaluation reports (PPERs) 
be prepared in 2015 or 2016 to consider the projects’ performance in detail and to 
investigate the progress made in ensuring the sustainability of the projects. The PVR for 
MSDP Phase 2 recommended that a joint PPER be prepared.5  

  

                                                
1 ADB. 2012. Completion Report: Municipal Services Development Project in Georgia. Manila.   
2 ADB. 2013. Completion Report: Municipal Services Development Project–Phase 2 in Georgia. Manila. 
3 IED. 2014. Validation Report: Municipal Services Development Project in Georgia. Manila: ADB, and IED. 

2014. Validation Report: Municipal Services Development Project–Phase 2 in Georgia. Manila: ADB. 
4 For MSDP, the relevance rating was lowered from highly relevant to relevant because of design issues; for 

MSDP Phase 2, the effectiveness rating was lowered from highly effective to effective because of insufficient 
evidence of links between outputs and outcomes. The efficiency rating was lowered from highly efficient to 
efficient because of questionable assumptions regarding estimating economic benefits of the road 
subprojects. 

5 This PPER follows IED’s methodology for evaluating sovereign projects. IED. 2016. Guidelines for the 
Evaluation of Public Sector Operations. Manila. ADB.   
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3. The evaluation of MSDP and MSDP Phase 2 involved: 
(i) reviews of ADB documents,6  and the government’s medium-

term strategy and development priorities; 
(ii) consultations with ADB staff involved in the project; 
(iii) an evaluation mission to Georgia from 24 April to 5 May 2017 

that included consultations with in-country stakeholders 
(government officials, beneficiaries and development partners), 
and observation of project sites; and 

(iv) a household survey involving a sample of 200 project 
beneficiaries from 10 municipalities.  
 

B. Expected Impacts, Outcomes, and Outputs 

4. The expected impact of MSDP was an improved municipal environment and 
public health in Georgia. The expected outcome was improved municipal infrastructure 
and service delivery.7  For MSDP Phase 2, the expected impact was very similar: an 
improved urban environment and public health and invigorated local economies in 
urban areas.8 The expected outcomes were improved municipal infrastructure, service 
delivery, and better living conditions. 
 
5. MSDP had two components: (i) an investment project financing facility, and  
(ii) project management and capacity development. The anticipated outputs of the first 
component were increases in the quality, coverage, and reliability of water supply, 
sanitation, solid-waste management, and roads. The anticipated outputs of the second 
component were to: (i) improve the capacity of municipal governments to prepare and 
appraise the feasibility of engineering design and to conduct environmental, social, and 
other studies; (ii) build capacity in project management at the municipal level;  
(iii) strengthen corporate and business planning processes within the MDF, the 
executing agency for MSDP and MSDP Phase 2; and (iv) improve the capacity of MDF 
to conduct studies and training. 

 
6.  MSDP Phase 2 outputs included a higher quality of service; wider network 
coverage; more efficient and reliable urban services, particularly for urban transport 
and traffic management; and stronger capacity of municipalities and MDF. MSDP Phase 
2 also aimed to rehabilitate and replace deteriorated equipment and civil works and to 
improve municipal services management. To achieve these outputs, MSDP Phase 2 was 
to focus on enhancing the capacity of MDF and municipal governments to (i) improve 
financial planning and project management; (ii) establish mechanisms for system repair 
and maintenance; and (iii) make MDF a more sustainable municipal financing 
institution. Thus, MSDP Phase 2 had an additional explicit objective to make MDF more 
financially sustainable, a goal that was also expressed in the documentation for the first 
project but had remained more implicit in the objective statement and in the first 
project’s design. MSDP Phase 2 also included technical assistance to help participating 
municipal governments identify urban priorities, undertake planning and project 
feasibilities, and to improve accounting, financial management, and reporting systems.

                                                
6   These include project documents and relevant IED studies such as IED. 2013. Georgia: Validation Report of 

the Country Operations Final Review 2008-2012. Manila. 
7 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to 

Georgia for the Municipal Services Development Project. Manila. 
8 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. 



 

 

CHAPTER 2 

Design and Implementation 
 
 
 
 
7. Since its independence, Georgia has experienced population migration from 
smaller towns to larger centers rather than from rural to urban areas. The urban 
population remained relatively steady at 53% of the total population from 2000 to 
2010, and is not expected to reach 60% before 2030.9 Because of this, government 
investment has not focused on the rehabilitation of deteriorating assets and their 
maintenance has been neglected for many years, leading to inadequate water supply 
and sanitation, inefficient solid waste management, poor public transport, and 
insufficient road maintenance in urban areas. 
  

A. Rationale 

8. At the time the MSDP was being prepared in 2007, most urban water supply 
systems were more than 40 years old and some dated back to the 1930s and 1940s. 
Nearly all water supply and sanitation infrastructure required immediate rehabilitation 
if minimal levels of service were to be maintained. Most pumps and equipment were 
at the end of their usable life and more than 50% of the water supply networks needed 
major rehabilitation or replacement. Sewer pipes were broken, and systems were 
clogged. Only five out of the 29 wastewater treatment plants were in operation and 
these were limited to physical (mechanical) treatment; none of the biological treatment 
systems worked. 

 
9. Water supply and sanitation services were provided in all municipalities by 40 
state-owned and four privatized utility companies. Service coverage varied significantly; 
water supply ranged from 30% of the urban population to nearly 100% and sewerage 
from 0% to 90%. Only a few consumers had supplies for 24 hours, 7 days a week; the 
rest received intermittent supply for 2–8 hours several times a week. The population 
that was not connected to a centralized water supply relied on local wells and springs. 
There was no regular water quality testing and local laboratory facilities were largely 
defunct because of a lack of investment. 

 
10.  There were no reliable data on unaccounted for water but, based on several 
ongoing rehabilitation projects, it ranged from 40% to 60% (footnote 8). Water charges 
were set at low levels, insufficient to cover O&M costs. The bill collection rate was low, 
about 58%, and consumption was high, comparable with European countries. Since 
metering was limited, low prices, poor payment discipline, and unreliable service 
provision meant that few water supply companies were financially viable and most 
required government subsidies. 

 
11. Greater private car ownership, triggered by high economic growth, 
exacerbated problems of poor air quality, excessive noise, and traffic congestion. In 
2007, car ownership reached 120 cars per 1,000 inhabitants, nearly double the ratio 
since 2002, resulting in time-consuming traffic jams, a spike in road accidents, and 

                                                
9   ADB. 2016. Realizing the Urban Potential in Georgia: National Urban Assessment. Manila. pp. xvi-xvii. 
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increased environmental pollution. About 80% of urban air pollution was derived from 
motor transport, compounded by deficient traffic management and poorly maintained 
vehicles. In 2007, 4,000 accidents were reported, a 63% increase in people injured and 
killed in 5 years. Public transport services had deteriorated because of poor road 
conditions, management deficiencies among operators, and insufficient investments in 
fleet renewal and infrastructure upgrades. 

 
12. The government aimed to improve living standards by providing better basic 
services, particularly a safe and reliable water supply, improved sewerage facilities and 
better municipal roads. 10   Its priority was to rehabilitate and replace deteriorated 
equipment and works and improve the management of municipal services. The 
government established MDF in 1997 to strengthen the institutional and financial 
capacity of local governments, invest in municipal infrastructure and services, and 
improve economic and social services.11 

 
13. The report and recommendation of the President (RRP) for MSDP (footnote 7) 
argued that a financial intermediation loan was the most appropriate modality for the 
project. This approach was in line with ADB’s urban sector strategy, which advocated 
the use of a greater variety of lending modalities, given rapidly changing financial 
markets. The RRP also pointed out that this modality would harmonize ADB assistance 
with those of its partners and with country priorities and systems. The World Bank had 
adopted a similar approach in Georgia under its two loans to MDF. 12  During the 
evaluation mission on 24 April–5 May 2017, the Ministry of Finance and MDF affirmed 
that the financial intermediary modality had been appropriate, and that this modality 
should continue to be used in future urban development projects. 

B. Time, Cost, Financing, and Executing Arrangements 

14. The loan for MSDP was approved on 12 September 2008; the loan agreement 
was signed on 11 November 2008 and became effective on 12 December 2008. The 
project was physically completed in June 2012, about 6 months earlier than envisaged 
at appraisal. 
 
15. The total cost of MSDP was estimated at $63.25 million, including $2.57 million 
for contingencies and financing charges during implementation. ADB approved a loan 
of $40 million to the government from ADB’s Special Funds (Asian Development Fund) 
resources to help finance the project. The loan had a 32-year term, including a grace 
period of 8 years, and an interest charge of 1% per annum during the grace period and 
1.5% per annum thereafter. The central government and municipal governments were 
to finance $23.25 million (37% of the total cost). The government was to make the 
proceeds of the loan available to MDF as a grant, which was then to be passed on to 
eligible municipal governments, based on their needs, technical and financial capacity. 
There were to be two financing windows: (i) a combination of loans and grants to 
financially stronger or more creditworthy municipal governments, which had the 
capacity to borrow (window 1); and (ii) grants to financially weaker municipal 
governments, which had limited or no capacity to borrow (window 2). Both windows 

                                                
10  State Strategy for Regional Development of Georgia for 2010–2017, issued on 25 June 2010.  
11  MDF was set up to implement the first Municipal Development and Decentralization Project financed by the 

World Bank. ADB. 2008. Appendix 1 provides the explanation and ADB assessment of MDF. 
12  IEG. 2008. Project Performance Assessment Report: Georgia Municipal Infrastructure Rehabilitation Project 

(CR 2658), Municipal Development and Decentralization Project (CR 2976) and Second Municipal 
Development and Decentralization Project (CR 3701). Washington: World Bank. The PPAR rated MDDP 
moderately satisfactory and MDDP-II satisfactory.  
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were to receive the same amount of loan proceeds. Loans and grants from MDF to 
municipal governments were to be in Lari and repayable over a period of up to 10 years, 
including a grace period of up to 1.5 years to cover the construction period. MDF was 
to charge a 12% per annum interest rate to include provisions for defaults, cost of MDF 
administration and other operational expenses, and a profit margin. 
 
16. The actual MSDP project cost at completion was $51.15 million. ADB financed 
$38.26 million (74.8%), while the balance was financed by the government  
($1.51 million, 3%), MDF ($3.73 million, 7.3%), and participating municipal 
governments ($7.64 million, 14.9%). 

  
17. MDF was the executing agency and was responsible for overall implementation 
of the MSDP project as envisaged at appraisal. It had overall responsibility for project 
coordination and implementation and was the liaison point for government agencies 
and ADB. No project management or implementation units were established. MDF 
assigned technical, financial, and administrative staff for implementation of the project. 
The project was overseen by MDF’s supervisory board, chaired by the Prime Minister of 

Georgia, and comprised representatives from the Ministry of Regional Development 
and Infrastructure and other ministries. Project implementation management was 
primarily administered by MDF, which engaged local consultants to prepare feasibility 
studies, preliminary and detailed design and bidding documents, and other related 
studies. For water supply projects, UWSCG was consulted in the preparation of 
feasibility studies and detailed designs, after it was established in 2010, Local 
consultants were engaged for construction supervision services for two road 
improvement subprojects. 
 
18. The contributions of municipal governments were limited, and the capacity of 
participating municipal governments appeared weak, according to the PCR. Most had a 
limited number of staff with adequate qualifications and experience and there was a 
high rate of staff turnover. Municipal governments focused on tasks related to 
community participation and socio-economic surveys during the preconstruction phase. 
Consultations were held with communities so that their views could be reflected in 
project implementation. MDF undertook project monitoring. The problem of weak 
municipal capacity persisted during Phase 2 implementation. 

 
19. Within 1 year from implementation, over 70% of MSDP funds had been 
committed. Consequently, several priority transport projects could not be financed. The 
government therefore requested ADB funding for urban transport projects and MSDP 
Phase 2 was approved by ADB on 28 July 2009.13 The loan agreement was signed on 20 
August 2009 and became effective on 28 October 2009. The project was physically 
completed in September 2012, 15 months earlier than the scheduled completion date 
of 31 December 2013. 

 
20. The estimated total cost of MSDP Phase 2 was $41.5 million including taxes 
and duties, physical and price contingencies and financing charges during 
implementation of $7.41 million. ADB approved a loan of $30 million from ADB’s 
Special Funds resources. The loan had a 32-year term, including a grace period of 8 
years, and an interest charge of 1.6% per annum. The government and municipal 
governments were to finance $11.5 million (27.7%). As for MSDP, the government on-
granted the ADB loan to MDF, which then on-loaned or on-granted funds to eligible 
municipal governments. The loan was allocated to the two financing windows 

                                                
13 Four water and sewer subprojects were also financed under MSDP Phase 2. 
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established under MSDP. Sub-loans from MDF to municipal governments under MSDP 
Phase 2 were provided under the same terms and conditions as sub-loans under 
MSDP.14  

 
21. The actual project cost of MSDP Phase 2 was $36.28 million with ADB financing 
$29.41 million (80.3%) and the central government the balance (1.1%), MDF (2.8%), 
and participating municipal governments (14.9%). The breakdown of estimated and 
actual project costs for MSDP and MSDP Phase 2 is shown in Table 1.   

Table 1: Project Cost Estimates at Appraisal and Completion 

Funding Source 

MSDP MSDP Phase 2 

Appraisal 
Estimate % Actual % 

Appraisal 
Estimate % Actual % 

Asian Development Fund 40.0 63% 38.3 75% 30.0 72% 29.4 81% 
Municipal Development 
Fund 

10.2 16% 3.7 7% 3.0 7% 1.0 3% 

Municipal Government 9.8 15% 7.6 15% 6.6 16% 5.4 15% 

Central Government 3.3 5% 1.5 3% 1.9 5% 0.4 1% 

Total 63.3 100% 51.1 100% 41.5 100% 36.3 100% 
MSDP = Municipal Services Development Project. 
Source: Project completion reports. 

 
22. As with MSDP, MDF was the executing agency responsible for the overall 
implementation of MSDP Phase 2. It had overall responsibility for project coordination 
and implementation and was the liaison point for government agencies and ADB. As 
with MSDP, no project management or implementation units were established. The same 
technical, financial, and administrative staff assigned to MSDP were responsible for 
implementation of the project. MSDP Phase 2 was also overseen by MDF’s supervisory 
board (para. 17). After a general election in October 2012, MDF was re-organized and 
many management and staff members were changed. However, the impact on project 
implementation appeared minimal as key MDF personnel were retained. Project 
implementation management was primarily administered by MDF. MDF undertook 
project performance monitoring, including environmental and social outcomes. 
 

C. Procurement, Construction, Consultants, and Scheduling 
 
23. During implementation of MSDP, a detailed procurement plan was prepared 
by MDF based on an updated list of subprojects and contract award schedules. At 
appraisal, funds were allocated for consulting services for legal and technical aspects 
of project implementation, O&M, planning, and funding of feasibility studies, detailed 
designs, and construction supervision. However, only one local consultant was engaged 
to perform civil work supervision of the Zugdidi–Jvari–Mestia–Lasdili road 
rehabilitation. No other consultants were engaged because MDF gave assurances that 
it had adequate capacity to supervise construction along with participating municipal 
governments. Feasibility studies were prepared by MDF staff and local consultants 
funded by MDF.  
 
24. Local contractors were awarded 71 civil works contracts. In selecting civil works 
contractors, post-qualification was used (after ADB approved a minor change in the 

                                                
14  Similar terms to those for the World Bank’s MDDP-I and MDDP-II (footnote 13).  
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procurement method).15 No issues arose in the engagement of contractors. Only three 
contracts were rebid because the original bids had been unresponsive or because the 
offered bid prices were significantly higher than estimated by MDF.  

 
25. For the capacity building program, training of MDF staff was conducted 
through formal seminars and workshops financed by development partners, including 
the World Bank under its technical assistance programs. Therefore, the loan component 
allocated for capacity building programs was not used and was reallocated for more 
subprojects. Trained MDF staff visited participating municipal governments to hold 
training workshops or conduct on-the-job training in project implementation. 

 
26. The MSDP PCR reported that the performance of the local consultant hired for 
construction supervision was satisfactory and that the work was completed on time. 
The performance of the local consultants, who were hired under the MDF internal 
budget to prepare feasibility studies and detailed designs, was also satisfactory. The 
overall performance of civil works contractors was satisfactory and construction works 
were mostly completed on time. The Zugdidi–Jvari–Mestia–Lasdili road rehabilitation 
works were delayed because of a water tunnel that was being simultaneously 
rehabilitated. The quality of works was substandard in the Tikibuli street rehabilitation 
subproject. Three years after completion of the subproject, the quality of the cement 
concrete pavement was unacceptable. Subsequently, the municipality repaired the 
defects under its maintenance budget. Water supply facilities in Vani were completed 
but were not operational at the time of the PCR mission because of delays in expansion 
works financed by other sources. However, Vani water supply facilities were operational 
when the evaluation mission visited on 28 April 2017. According to key informants in 
municipal governments and subproject contractors, environmental and safety 
provisions were adequate during the construction work. Contracts for the supply of 
equipment for solid waste management, such as collection trucks and bins, were 
awarded to two local suppliers and the equipment was delivered to the site on time. 
The capacity of the operational staff of MDF and the municipal governments was 
strengthened through training seminars and workshops for the O&M of the new 
facilities. A public relations program was implemented to disseminate information on 
MDF’s roles, functions, and activities.16   
 
27. During implementation of MSDP Phase 2, a detailed procurement plan was also 
prepared and based on an updated list of subprojects and contract award schedules. 
As in MSDP, funds were allocated for consulting services at appraisal, but only two local 
consultants were engaged for construction supervision of two subprojects: Zugdidi–
Jvari–Mestia–Lasdili road rehabilitation and the Poti water supply network 
rehabilitation. Again, no other consultants were engaged for MSDP Phase 2 subprojects 
because MDF gave assurances that it had adequate capacity to perform construction 
supervision along with participating municipal governments. Feasibility studies and 
detailed designs were prepared by MDF staff or local consultants funded by MDF. Local 
contractors were awarded 38 civil works contracts. Post-qualification was used in 
selecting civil works contractors. No issues arose in the engagement of contractors. 

 
28. According to the PCR, the performance of local consultants for MSDP Phase 2 
was satisfactory. Design and bidding documents were submitted on time. The 

                                                
15 The RRP provides that the award of all contracts will be subject to prior approval by ADB, except small 

contracts under the shopping and direct contracting procedures. During implementation, however, post-
qualification was used in selecting civil works contractors with ADB’s approval of minor scope change. 

16  Training was not funded by the project, but by other development partners. 
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performance of the civil works contractors was also satisfactory, and most construction 
works were completed on time. The quality of asphalt pavement works was satisfactory; 
however, curb installation and concreting work for the construction of sidewalks and 
side ditches were substandard for some subprojects, according to the PCR. 17 
Environmental and safety provisions were put in place and monitored during 
construction work in accordance with the environmental management plan.18  

D. Safeguard Arrangements and Gender Action Plan 

29. MSDP and MSDP Phase 2 were categorized as financial intermediary projects 
for the purpose of establishing the safeguard category. For each investment subproject, 
MDF and the municipal governments were responsible for applying the environmental 
assessment and review framework to conduct environmental scoping, screening, and 
assessment and to implement the environmental management plan to minimize and 
mitigate adverse impacts. The evaluation mission found that the negative 
environmental impacts of road and water supply rehabilitation subprojects were 
negligible. There were sufficient supplies of ground water and depletion was not an 
issue given the geography of the country. 
 
30. The projects were not expected to trigger issues under ADB's Involuntary 
Resettlement Policy (1995). Any subproject involving land acquisition and resettlement 
was not eligible for financing. Neither were the projects expected to trigger issues under 
ADB's Policy on Indigenous Peoples (1998) because they did not involve people that 
fitted the policy’s definition of indigenous peoples.  

 
31. The projects were classified as having some gender elements and as such 
gender action plans did not have to be prepared. Nevertheless, para. 86 of the MSDP 
RRP noted that “MDF will be responsible for undertaking and providing adequate 
resources for project monitoring, including social development outcomes.” MDF and 
participating municipalities were to ensure that social issues, including gender, were 
identified. One of the outputs of MSDP Phase 2 related to sex-disaggregated data of 
project outputs and gender-balanced consultation. The PCR reported that MDF had 
increased the percentage of women on its staff from 27.4% in 2008 to 46.4% in 2013, 
and that 25% of public consultation participants were female (although no data were 
provided to confirm these achievements). Beyond these percentages, no further 
analysis of gender-related outcomes and impact analysis of the projects was made. The 
project performance monitoring and evaluation indicators that were used enable only 
a very limited assessment of the projects’ social impact, which might reflect a missed 
opportunity for ADB to have achieved a broader development outcome. 

E.  Design Changes 

32. MSDP was intended to benefit about 20 municipalities through loans and 
grants. Nine subprojects were tentatively identified at appraisal, seven of which were 
for water supply and wastewater and two were for local roads. During implementation, 
more municipal governments requested financing and MDF received over 500 requests. 
MDF decided to distribute funds to more municipalities, especially to less developed 
and financially weaker municipalities as this would benefit more people. Consequently, 

                                                
17 The evaluation mission found no evidence of substandard work in the small sample of subprojects visited. 
18  In addition to civil works, three municipalities asked to use MSDP Phase 2 funds to procure solid waste 

management equipment, and one municipality used the fund for vehicle procurement. Contracts for the 
supply of equipment for solid waste management, such as collection trucks and bins, were awarded to three 
local suppliers and the supply of vehicles for MDF to one local supplier. 
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44 municipalities with 71 investment projects were selected. The allocations of loans 
and grants are summarized in Table 2. 

 

Table 2: Number of Subprojects and Project Cost by Category 

Category 

MSDP MSDP Phase 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 38 29 34.0 100 

MSDP = Municipal Services Development Project, W1 = window 1, W2 = window 2.  
Sources: Project completion reports. 

33. Originally, the allocation of loan proceeds from MSDP for the two financing 
windows (loans for window 1 and grants for window 2) was to be 50:50. To 
accommodate subproject funding requests from more municipal governments, MDF 
asked ADB to change the allocation of projects funded from 50:50 to 20:80. ADB 
approved the request on 11 March 2009. Some additional funds became available 
because of the cancellation of consulting services and training under the project 
management and capacity development component. MDF asked ADB to reallocate 
these savings to two road subprojects (approved in June 2011) and to incremental 
administration costs that MDF had incurred (approved in September 2012). 
 
34. MDF also requested a re-allocation of loan proceeds from MSDP Phase 2 to the 
two windows. Loan proceeds were originally to be allocated in a 70:30 ratio. In June 
2011, MDF requested a reallocation to a 22.5:77.5 ratio and asked ADB to agree to 
transferring part of the unused loan proceeds from project management and capacity 
building to the project financing facility. The request was approved by ADB in the same 
month. At project completion, MDF asked that loan proceeds be reallocated to reflect 
the total amount actually disbursed, which was approved by ADB on 1 April 2013. 
 

F. Loan Covenants, Monitoring and Reporting Arrangements 
 
35. The loan and project agreements for MSDP stipulated 43 covenants, which 
were complied with without significant delays, according to the PCR. MDF selected 
subprojects based on prescribed criteria, prepared subproject appraisal and subproject 
summary reports, and submitted them to ADB in a timely manner. Investment financing 
agreements with participating municipal governments were prepared in the agreed 
format. All municipal governments provided counterpart funds on time. The following 
adjustments were made to covenants during implementation:  

(i) The requirements on the financial capacity of municipal governments 
eligible for financing under window 1 were changed. Municipalities 
should be able to provide at least GEL4.555 million of forecast 
resources (from GEL3.037); should not pay than 6% of the forecast 
resources in debt service (from 4%); and total outstanding debt should 
not exceed 150% of forecast resources (from 100%). 

(ii) The threshold for the total cost of a subproject for window 2 was 
raised from $1 million to $2.5 million for the two road projects, which 
were regarded as exceptional cases; and 
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(iii) MDF did not establish a project implementation unit with full-time 
staff. However, it assigned qualified technical, financial, and 
administrative personnel for implementation of the project. 

 
36. MDF was to establish a project performance management and information 
system (PPMS) at the start of project implementation to monitor and evaluate technical 
performance and the social and economic benefits of the project at 6-month intervals. 
Performance monitoring indicators and procedures were also to be developed. At the 
start of the project, MDF and participating municipal governments were to identify 
baseline indicators that focused on project municipal services delivery and financial 
capacity. According to the PCR, PPMS reports were satisfactorily updated every 6 
months. MDF submitted progress reports, audited financial statements, and other 
required documentation to ADB in a timely manner. Audited financial reports were 
prepared for budgeting, finance, and operations. 
 
37. Although a rudimentary PPMS was established within MDF, it was inadequate 
to monitor the social and economic benefits of the project. It mainly collected financial 
data on disbursements and other implementation issues. MDF was not able to develop 
a PPMS and asked ADB for assistance. ADB provided an off-the-shelf PPMS that did not 
collect social and economic data for indicators at the beginning of the project or at 
regular intervals to measure the social and economic impacts of the investments. In the 
evaluation mission’s view, the PPMS covenant was not complied with.19 
 
38. The loan and project agreements for MSDP Phase 2 stipulated 21 covenants, all 
of which except one were complied with, according to the PCR. The covenant that was 
not complied with stipulated that not less than SDR11,137,000 equivalent of the loan 
proceeds was to be used to finance subprojects under window 1 and an amount not 
exceeding SDR5,665,000 equivalent was to be allocated to subprojects under window 
2.20 A reallocation of loan proceeds for four subprojects under window 1 (20.8% of the 
loan) and 33 subprojects under window 2 (78% of the loan) was requested by MDF and 
approved by ADB in June 2011. At project completion, SDR3,760,000 in loan proceeds 
were used to finance subprojects under window 1 and SDR13,740,000 to finance those 
under window 2. Since ADB approved the re-allocation of funds between windows 1 
and 2, it is the evaluation mission’s view that the covenant was complied with.21 

 
39. MDF selected subprojects based on the prescribed criteria, prepared subproject 
appraisal and subproject summary reports, and submitted them to ADB in a timely 
manner. Investment financing agreements with participating municipal governments 
were prepared in the agreed format. Counterpart funds were provided on time. 

 
40. According to the RRP for MSDP Phase 2, MDF would ensure that a PPMS would 
be maintained at the start of project implementation to help monitor and evaluate 
technical performance and social and economic benefits of the project on 6-month 
intervals. Performance monitoring indicators and procedures were to be developed. At 
the start of the project, MDF and participating municipal governments were to identify 
baseline indicators that focused on project municipal services delivery and financial 
capacity. The PCR wrote that MDF maintained the PPMS and monitoring system reports 
were updated at 6-month intervals. The environmental monitoring report was 
satisfactorily prepared and included in the progress report. MDF submitted progress 

                                                
19  This was raised earlier by IED: IED. 2014. Project Completion Report Validation Report: Municipal Services 

Development Project, Manila. 
20  Exchange rate at appraisal: SDR1.0 = $1.55102. 
21  Although this evaluation argues that this decision did not align with the project’s objectives. 
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reports, audited financial statements, and other required documentation to ADB in a 
timely manner. However, as noted above, the PPMS was inadequate to monitor social 
and economic benefits of the project. 



 

 

CHAPTER 3 

Performance Assessment 
 
 
 
 
41. MSDP and MSDP Phase 2 were aligned with the government and ADB’s 
strategies, but both have some design shortcomings. Both projects delivered envisaged 
physical outputs. However, the intention to develop capacity of MDF and municipal 
governments was not met. Both projects were executed in timely manner. Lack of water 
tariff reform means the municipal governments and water company still depend on 
central government subsidies. The assessments in this chapter are based on IED’s 
Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations.22 
 

A. Relevance 

42. The intended impact of MSDP was an improved municipal environment and 
public health, while MSDP Phase 2 aimed to improve the 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 Phase 2. These objectives are aligned 
with the government’s main goal to improve people’s living standards through better 
basic services, particularly safe and reliable water supply and improved sewerage 
facilities, as outlined in the State Strategy for Regional Development of Georgia for 
2010–2017 (Footnote 10). To achieve that goal, the government’s first priority was to 
rehabilitate and replace deteriorated equipment and works and the second was to 
improve the management of municipal services. 
 
43. The project was also consistent with ADB’s Interim Operational Strategy, 2008–
2009, for Georgia.23 The strategy focused on enhancing sustainable economic growth 
by: (i) improving service delivery in municipal infrastructure; (ii) reducing road 
transportation constraints on economic activities; and (iii) upgrading and developing 
energy infrastructure. Sustainable economic growth was to be achieved within the 
cross-cutting themes of governance, regional cooperation, and environmental 
protection. 
 
44. ADB’s assistance was coordinated with other international development 
partners, including the World Bank and European Bank for Reconstruction and 
Development, which also provided assistance in line with the government’s strategy for 
municipal infrastructure development. The project was based on an outline program 
for the water and sanitation sector prepared by the Organisation for Economic  
Cooperation and Development in 2005.24 Subprojects were prepared based on a needs 
assessment conducted through municipal governments. Consultations were held with 
stakeholders, including local communities, to ensure that the subprojects were 
demand-driven. 

                                                
22  IED. 2016. Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations. Manila: 

ADB 
23 ADB. 2008. Georgia: Interim Operational Strategy, 2008-2009. Manila. 
24 OECD. 2005. Support to Government of Georgia in Developing and Implementing Financial Strategy for 

Urban Water Supply and Sanitation in Georgia and Carrying out the Feasibility Analysis. Paris.  
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45. ADB’s provision of support through MDF was appropriate because the project 
was consistent with the MDF’s mandate and operational strategy, which were to (i) 
ensure the financial and institutional sustainability of MDF; and (ii) rehabilitate and/or 
develop the social and economic infrastructure of Georgia. With the establishment of 
MDF in 1997, the government began financing local infrastructure investments and 
developing the capacity of municipal governments. The project also supported the 
government’s objectives of decentralization, poverty reduction, and human 
development by strengthening the institutional capacity of MDF and participating 
municipal governments.  

 
46. The project was funded by a financial intermediary loan so it could respond to 
the government’s need for a quick disbursement of funds and execution of subprojects. 
MDF partially meets the seven eligibility criteria for financial intermediaries outlined in 
ADB’s Operations Manual,25 which states that “financial intermediaries should have or 
build up capacity for mobilizing domestic resources.” However, this evaluation notes 
there was a shift in the perception of the financial role of MDF between MSDP and 
MSDP Phase 2. Under MSDP, it was assumed MDF would operate as a disbursement 
agency for international and local funds (para. 20 of the RRP—footnote 7), and not as 
a financial institution (para. 34). It was also argued that, since MDF was not a 
commercial financial institution—it was a government special purpose vehicle with sole 
purpose of providing funds to municipalities—and the end recipients were not 
commercial entities, standard financial intermediation loan requirements need not 
apply (paras. 35–37). However, MSDP Phase 2 had an explicit objective of making MDF 
a more sustainable municipal financing institution (paras. 6 and 23 of the RRP—
footnote 8).   
 
47. This evaluation argues that, although MDF is not a commercial financial 
institution and is not expected to provide commercial lending products, it should be 
expected to build up its capacity to mobilize domestic resources. However, ADB’s 
approval of the proposal to make the project allocations mainly grant-based, even for 
more affluent municipalities, will not have improved cost consciousness in these 
municipalities. Nor can the fund become sustainable when most of the funds are on- 
granted, and there is no flow of repayments. Under these circumstances, significant 
revolving funds cannot be built up.  

 
48. Although inadequate cost recovery was correctly identified as a risk at 
appraisal, the actions to mitigate this in the project design were inadequate to ensure 
the sustainability of the project. In many case, water tariffs were based on the number 
of persons per household and were not cost-based; tariff revenue was barely sufficient 
to cover O&M costs in some municipalities. Budgetary allocations for road maintenance 
are not enough to ensure the upkeep of roads financed by the project. In the 
evaluation’s view, the absence of measures to ensure project sustainability was an 
important design shortcoming.  

 
49. The evaluation agreed with the validation report26 that the project’s outcome 
indicator was too limited, with the target set too low and the indicator—access to 
improved municipal services—not specific or measurable. Output indicators were also 
not specific or measurable, and the target for the number of rehabilitation projects was 

                                                
25 ADB. 2003. Operations Manual. Section D6/BP: Financial Intermediation Loans. Manila. As a government-

owned corporation, MDF may not meet one of the criteria, which is having a full autonomy of lending 
decisions (para 8, point vi). 

26 IED. 2012. Project Validation Report on Georgia for the Municipal Services Development Project. Manila: 
ADB.  



14 Municipal Services Development Project and Municipal Services Development Project Phase 2 

 

 

too low. Performance targets could have been adjusted at mid-term when it became 
evident that more subprojects would be implemented than envisaged at appraisal. The 
reallocation of MSDP loan proceeds between window 1 and window 2 suggests there 
had been an insufficient assessment of the financial capacity of municipal governments. 
While the project had design shortcomings, the evaluation finds MSDP relevant because 
it supported the government’s development priorities and urgency to deliver water, 
sewer and road rehabilitation projects across the country within a short time.  
  
50. MSDP Phase 2 was also consistent with the government’s and ADB’s 
development objectives and priorities, as well as those of other development partners. 
It was a necessary follow-up to MSDP, given the need to deliver more road 
rehabilitation projects. The project’s intended outputs and outcomes were consistent 
with the country’s development priorities and strategy, beneficiary needs, and with the 
country and sector assistance strategies of ADB. The project’s design and the use of a 
financial intermediation loan were appropriate and responsive to the identified 
development issues. The project was coordinated with other stakeholders, including 
local governments, beneficiaries, and development partners. As with MSDP, there was 
an increase in the number of subprojects during MSDP Phase 2 implementation, which 
resulted in project benefits reaching more municipal governments. However, as this 
evaluation will elaborate in the effectiveness section, output targets were set too low.  

 
51. As with MSDP, the absence of measures to ensure project sustainability was a 
significant design shortcoming in MSDP Phase 2. The project had more outcome 
indicators; but none represented strong development outcomes, and two (more 
upgraded roads and legal parking places) are additional output indicators rather than 
outcomes. The output target of the rehabilitation projects was also set too low and 
should have been adjusted at mid-term. Given the experience with MSDP, it should 
have been evident at the outset that a reallocation of funds to allow more subprojects 
to be provided as grants subverts the project’s objective to make MDF a sustainable 
financial institution. The evaluation finds MSDP Phase 2 less than relevant due to its 
design shortcomings, especially since it had an explicit objective to help make MDF a 
more sustainable financing institution.  

B. Effectiveness 

52. In total, MSDP and MSDP Phase 2 delivered 109 subprojects; 35 of which 
covered water and sewerage systems, and 74 of which rehabilitated roads. There were 
71 subprojects under MSDP, of which 31 dealt with water or sewerage, and 40 roads. 
MSDP Phase 2 was primarily for road rehabilitation, but four of the 38 subprojects 
concerned water and sewerage (Table 3).  
 

Table 3: Number of Subprojects by Phase, Window and Sector  

 Water and Sewerage Roads All 
Sectors  Window 1 Window 2 All Window 1 Window 2 All 

MSDP 7 24 31 14 26 40 71 

MSDP Phase 2 1 3 4 3 31 34 38 

   Total 8 27 35 17 57 74 109 
MSDP = Municipal Services Development Project. 
Source: IED calculation based on Municipal Development Fund data.  

 
53. MSDP exceeded the outcomes envisaged at appraisal. Since more subprojects 
were financed from loan proceeds, more people benefited from the project. However, 
this also shows that the project set the output target too low. The project provided 
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better municipal roads, enhanced the reliability and safety of the water supply, and 
improved sanitation in 44 municipalities. According to an August 2012 report 
generated by the PPMS, about 1.3 million people benefited from access to better roads. 
Improved water supply and sanitation systems benefited 315,000 people in 30 
municipalities who received 24-hour pressurized quality water. The evaluation mission 
confirmed this outcome with MDF. The PPMS report also stated that improvements in 
sewerage systems benefited 115,000 people in seven municipalities who received 
house connections. However, this was inconsistent with the DMF of the MSDP PCR, 
which stated that nine sewerage systems had been rehabilitated. MDF confirmed the 
PCR figures during the evaluation mission. 
 
54. In terms of project outputs, it was intended that the project would increase the 
quality, coverage, and reliability of water supply, sanitation, solid waste management, 
and roads. The project rehabilitated 30 water supply systems, improving the quality of 
the water and increasing the number of people with access to a reliable supply. 
Sewerage systems were rehabilitated in nine municipalities. Two municipalities were 
provided with solid waste collection bins and trucks. Roads were improved in 40 
locations for a total length of 67 km. The original target was nine rehabilitation projects 
completed in at least eight municipalities by 2013. 
 
55. It was intended that the project would strengthen the capacity of municipalities 
to prepare and appraise feasibility, engineering design, environmental, social, and 
other related studies. Project feasibility studies for 68 subprojects were prepared in 
2009 and for the remaining three in 2010. Detailed design works for all 71 subprojects 
were contracted out to local consultants by MDF. The target was for nine project 
feasibility studies to be prepared, recommendations implemented by 2013, and design 
and supervision contracted out in at least five municipalities. 

 
56. This component was also designed to improve the project management 
capacity of municipalities. Construction supervision was undertaken directly by MDF 
and participating municipalities, except in the two subprojects for the Zugdidi–Jvari–
Mestia–Lasdili road, which were supervised by a national consultant. Subproject 
implementation and management was carried out by MDF with the participation of 
municipalities from preconstruction to construction stages. The targets had been to 
select at least one municipality by 2009 for project management and for at least one 
subproject implemented by a municipality by 2010.  

 
57. On the capacity development component, two targets were achieved behind 
schedule and one was not delivered. MDF reported that its budgeting, finance and 
operation procedures had improved and that project financial statements were being 
prepared. The project was to strengthen corporate and business planning within MDF. 
In 2011, MDF issued its Strategy General Directions 2011–2017 for MDF, although 
according to the timeline MDF’s new vision was expected to have been approved by 
December 2008, per the DMF. The project also aimed to improve operational and long-
term planning capacity within MDF. The expectation was that a long-term corporate 
plan to make MDF a more sustainable lending institution would be prepared before the 
end of 2008 and annual business plans would be prepared thereafter. A long-term 
strategy plan and annual business plans were approved by the supervisory board in 
December 2011, 3 years after the expected date. However, until recently, MDF was still 
seen as an institution whose role was to channel government funds and donors’ grants 
and credits to the municipalities.27 

                                                
27 ADB. 2016. Realizing the Urban Potential in Georgia: National Urban Assessment. Manila. pp. 29–30. 
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58. The project was supposed to improve the capacity of MDF to conduct studies 
and to train staff at MDF, municipalities, and utilities. Following a needs assessment, 
training workshops were conducted for MDF staff by international development 
partners (22 staff were trained). Discussions and interviews with MDF staff and 
municipal governments during the evaluation mission indicated that there was a need 
for more capacity building. Since this was supposed to be one of the important outputs 
of the projects, ADB should not have allowed funds intended for capacity development 
and training to be reallocated to civil works, on the basis that other donors had 
provided capacity development. ADB could have used the funds to train local 
government staff, technical staff, consultants, and contractors on procurement, new 
road building techniques, and supervision so the projects could attain international 
standards of design and implementation.  
 
59. Interviews with local governments, contractors, and residents confirmed that 
MSDP subprojects did not involve any land acquisition or resettlement activities. The 
environmental monitoring plan provisions, which were designed to address the 
environmental impacts of the road rehabilitation and water supply subprojects, were 
adequately adhered to. However, the mission found that wastewater continues to be 
disposed into rivers untreated, which is a major shortcoming of the projects. 

 
 

60. The evaluation mission confirmed that the outcome and output indicators 
listed in the DMF had been achieved. A household survey revealed that residents in the 
municipalities with water subprojects were satisfied with the quantity and quality of 
water (Boxes 1 and 2 and Appendix 4). However, the evaluation agrees with the PVR 
that the target set for this project was modest, and the outcome indicator was too 
broad so the link between the outputs and the intended outcome was not clear. The 
project missed an opportunity to further invest in the capacity of MDF and municipal 
staff. The decision to reallocate the training budget to civil works subprojects was 

Box 1: How Satisfied are Residents with Their Water? 
 
The evaluation monitoring mission conducted a household survey with 100 respondents; 80 
of whom were from four municipalities where MSDP and MSDP Phase 2 delivered water 
subprojects (Ambrolauri, Dusheti, Lanchkhuti, and Vani), while 20 were from Telavi, where a 
water project has just been started by another donor. 
 
In the four MSDP municipalities, 75% of respondents said they were satisfied or very satisfied 
with the quality of water now, compared with only 33% who were satisfied in Telavi. Ten 
years ago, almost everyone in all five municipalities was dissatisfied. Similarly, 90% of 
respondents in the four municipalities were satisfied or very satisfied with the quantity of 
water compared with only 56% in Telavi. Again, in all municipalities, almost everyone was 
dissatisfied with the quality of water 10 years ago.  
 
In the MSDP municipalities, 69% of respondents said that they “never or very rarely” 
experienced water service interruptions, 19% reported that they “sometimes” experienced 
water interruptions (less than once in a week), and 13% experienced “frequent” water 
interruptions (more than once in a week). In Telavi, all respondents said they “sometimes” 
experienced water interruptions. Ten years ago, 90% of respondents in the four municipalities 
and 100% in Telavi reported experiencing “frequent” interruptions.  
 
In the MSDP municipalities, 94% of respondents attributed improvements in their water 
quality to MSDP, while 98% attributed the increase in the water quantity to the projects.  

 
Source: Independent Evaluation Department, survey conducted in April and May 2017.  
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questionable; this evaluation considers that the funds should have been used for other 
capacity development activities, for example to train municipal staff. For these reasons, 
and the untreated water disposal issue described earlier (para. 59), on balance, this 
evaluation finds MSDP borderline effective. 
 
61. MSDP Phase 2 also exceeded the anticipated number of subprojects. As a result, 
three outcome indicators exceeded their targets, while one (on parking places) was no 
longer part of the project outcome. The project provided 27 municipalities with 101.7 
km of rehabilitated municipal roads, more than 2% of the existing urban roads in each 
participating municipality (the target was 1%). An improvement of 5% of travel costs 
and the time to major commercial and service centers was targeted but the project 
helped reduce travel time by more than 50% and increased the number of bus services. 
The project also had a target to increase the number of legal parking places by 1% in 
historical centers but none of the subprojects provided new parking places because 
sufficient parking was already available. Project documents stated that residents were 
to benefit from project construction and about 20–50 local people were employed for 
each subproject. As argued earlier, this evaluation does not consider the indicators to 
be appropriate development outcomes. 

 
62. In terms of project outputs, the project was to improve the quality of service, 
network coverage, reliability of the urban transport system, water supply, wastewater, 
and solid waste management with the rehabilitation of two subprojects by 2014. A 
total of 38 rehabilitation subprojects were completed by September 2012. Urban roads 
with a total length of 101.7 km were improved under 34 subprojects in 27 
municipalities. Water supply systems were rehabilitated and expanded with the 
installation of 264 km of distribution pipes in four municipalities. According to the 
February 2013 PPMS report, about 390,000 people had benefited from having access 
to the rehabilitated roads. Improvements in water supply and sanitation had benefited 
72,000 people by providing them with pressurized quality water for 12–24 hours a day. 
The provision of garbage collection cans and collection trucks had benefited 50,000 
people in two municipalities. However, the evaluation mission could not verify these 
achievements. 

 
63. For the project management and capacity development component, the project 
was supposed to improve the capacity of municipalities to prepare and appraise 
feasibility, engineering design, environmental, social, or other related studies, and to 
manage projects. The component was to prepare two project feasibility studies and 
implement their recommendations. Three subproject appraisal reports and 35 
subproject summary reports were submitted and approved by ADB. Design and 
supervision was contracted out in at least two municipalities. Detailed design works for 
38 subprojects were contracted out to local consultants by MDF, which directly 
supervised construction with the participation of the municipalities. Two consultants 
were engaged for construction supervision, one for the road project in Mestia and the 
other for the Poti water supply project. The DMF indicated that sex-disaggregated data 
analyses and gender-balanced consultations should be held and the PCR reported that 
MDF staff were gender balanced (46.4% of staff were female in 2013 as opposed to 
27.4% in 2008) and that 25% of the participants in public consultations were female. 
 
64. During the evaluation mission, MDF confirmed the outcome and output 
achievements in the PCR DMF. However, no data were provided to confirm the staff 
gender balance or the female participation in public consultations. As with MSDP, 
MSDP Phase 2 did not involve any land acquisition or resettlement activities. However, 
untreated wastewater still poses an environmental safeguard issue. The objective to 
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help make MDF a sustainable financial institution was not mentioned in the DMF. As a 
result, this evaluation assesses the project borderline effective. 

 
 

C. Efficiency 
 
65. MSDP and MSDP Phase 2 delivered 108 subprojects with an average contract 
value of GEL1.3 million ($701,857 at the 2010 exchange rate, or $533,000 at the time 
of the evaluation). The contract per project was higher for MSDP Phase 2 subprojects, 
because of the higher average value of water projects, especially for loans under 
window 1 (Table 4).   
 

Table 4: Average Value of Contract (GEL) and Completion Time (Months) 

Phase Window 1 Window 2 Water Road Average 

Value of Contract 

MSDP    959,676  1,187,741     971,180  1,235,842  1,120,285  

MSDP Phase 2 3,772,833  1,370,361  4,171,488  1,322,040  1,630,088  

   Total 1,409,781  1,260,349  1,336,929  1,274,808  1,294,940  

Completion Time 

MSDP 7 7 8 6 7 

MSDP Phase 2 7 6 8 6 6 

MSDP = Municipal Services Development Project. 
Note: GEL1 = $0.542 in 2010. 
Source: IED calculation based on MDF data. 

 
66. MSDP and MSDP Phase 2 subprojects were completed in relatively short time. 
On average, each subproject took 6-7 months to complete (Table 4), although 11% of 
the subprojects took more than a year to finish. Water subprojects took longer to 
complete than road projects. 
 
67. The evaluation mission calculated the economic internal rates of return (EIRR) 
for six water supply subprojects (Table 5). EIRRs were calculated in local currency at 
2017 constant prices with the domestic price as the numeraire. The shadow exchange 
rate factor used to adjust tradable goods was 1.05. The economic cost of water was 
assumed to be zero because most of it was ground water, which is in ample supply and 

Box 2: Views from a Khoni Resident and Project Beneficiary 
 
“I have lived in this house for more than 50 years now. We had piped water from the Soviet 
era. We could drink directly from the tap. However, water did not run every day; usually it ran 
for two days, then we didn’t have water for the third day. So, we had to go to the well to get 
water from the ground, because water from the pipe was not reliable.” 
 
“Now the water runs for 24 hours most of the time. However, water pressure is sometimes 
not stable, especially during summer. During winter, it’s fine. When the pressure is low, water 
can’t go to the second floor. That’s why we keep the well. Our house is not metered, so we 
pay GEL5 per month [GEL 1 per person per month].” 
 
“Ten years ago, this street [in front of my house] was bad. We needed to travel very slowly, 
and it took us 30 minutes to the town proper because of the road condition. Now the road is 
smooth and it takes us only 5-10 minutes to go to the town proper. There are no street lights, 
but we don’t need them.” 
 

Zurab Qometiani, 62 years, male resident of Firosmani Street, Khoni Municipality 
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is renewable. In a few cases, rivers were the sources of water, which are also in ample 
supply and renewable. Economic benefits were valued in terms of resource cost savings 
(displacement of ground well water) and incremental consumption was valued in terms 
of willingness to pay. Appendix 3 provides details of the EIRR calculations. 
 

Table 5: Economic Internal Rates of Return for Water Supply Subprojects 
Municipality Phase EIRR at 

Completiona 
EIRR at Evaluationb 

Breti Village MSDP, window 2 15.6% … 

Dusheti MSDP, window 1 21.6% 43.2% 

Khoni MSDP, window 2 … 25.3% 

Lanchkuti MSDP, window 2 21.3% 49.9% 

Naruja Village MSDP Phase2, window 2 15.6% 10.2% 

Poti MSDP Phase 2, window 1 18.2% 13.7% 

Vani MSDP, window 2 17.2% 28.9% 

EIRR = economic internal rate of return, MSDP = Municipal Services Development Project, ... = not available. 
a Project completion report calculation. 
b Independent Evaluation Department calculation.  

 
68. Of the six EIRRs calculated, five exceeded the required threshold level of 12% 
at appraisal and project completion. The investment made in the rehabilitation of the 
Naruja village water supply system was large relative to the size of the village, which 
has a population of only 3,500 people, and therefore the EIRR was below the threshold. 
The evaluation mission’s visit to Ambrolauri found that the subproject had replaced 
transmission pipes that contained significant amounts of asbestos. The subproject did 
not provide additional water output. The main economic benefit was health-related, 
but there were not enough data on improvements to the health of the citizens of 
Ambrolauri to calculate an EIRR. Breti Village is part of the Kareli service area and 
separate water production figures were not available; as a result, an EIRR could not be 
calculated. In three cases, EIRRs were substantially higher than those in the PCR because 
the quantification and valuation of economic benefits at completion were erroneous 
(because incremental water and non-revenue water were not taken into account). 
Based on this sample of EIRRs for water supply subprojects, in the evaluation mission’s 
view, the water supply subprojects were efficient. 
 
69. The evaluation mission’s on-site inspections of road subprojects found them to 
be in good to excellent condition after about four years of use.28 All sample subproject 
roads were located within the municipalities, mainly in suburban, residential districts. 
Traffic on these roads was light and, in some cases, the evaluation mission observed no 
traffic. No traffic data had been collected on these roads for evaluation purposes, so it 
was not possible to calculate EIRRs. Nevertheless, it appeared that the rehabilitation of 
roads and asphalt surfacing was done in a least-cost manner. There was no evidence of 
overinvestment and roads were brought to standards that are normally found in 
suburban, residential districts of smaller towns of developed countries. In the 
evaluation mission’s view, the road subprojects were efficient. 

 
70. MSDP was originally to be implemented from the end of 2008 – although the 
government had started some of the subprojects since mid-2008 – to mid-2013; but it 
was completed by June 2012. MSDP Phase 2 was to be implemented from October 
2009 to December 2013 but it was completed by September 2012. The PCR attributed 

                                                
28 Road subprojects visited by the evaluation mission included those at Ambrolauri, Dusheti, Khoni, Lanchkuti, 

Mtskheta, Poti, and Telavi. 
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the successful implementation of the project to the ability of MDF and the municipal 
governments to process subprojects expediently. The evaluation mission was informed 
that most rehabilitation projects had been prepared and were ready to execute by the 
time the loan was approved, hence the relatively short time needed for project 
preparation.  All phases of preparation and implementation went smoothly without 
major complications. In the evaluation mission’s view, the implementation process was 
efficient. 
 
71. Given that the water supply and road rehabilitation subprojects were efficient 
and the implementation process was efficient, the evaluation assesses MSDP and MSDP 

Phase 2 efficient. 
 

D. Sustainability 
 
72. The evaluation mission did not calculate financial internal rates of return for 
water supply subprojects because water tariffs did not generate sufficient revenues to 
cover the O&M cost of water supply facilities, which were 2–3 times the water tariff. 
About 45% of households were metered in 2017 and they paid GEL0.5 ($0.2) per cubic 
meter for metered water. Households that were not metered paid a flat tariff with a 
maximum of GEL2.2 ($0.9) per person per household per month, depending on the 
rate in each municipality. Table 6 provides a snapshot of tariff levels for the MSDP and 
MSDP Phase 2 water subprojects. All commercial water consumers are metered and pay 
GEL3.4 ($1.4) per cubic meter. The result is that the marginal cost of unmetered water 
for a household is essentially zero, while the marginal cost for metered consumers is 
GEL0.5 per cubic meter. The differential in marginal cost is reflected in usage patterns; 
for example, metered households use 120–150 liters per person per day in Borjomi, 
while unmetered households use about 800 liters per person per day, based on the 
information provided by UWSCG. The evaluation mission also found that there was 
significant resistance to metering because of the disparity between metered and 
unmetered consumers’ monthly water bills. Box 3 presents excerpts of interviews with 
households on the subject of metering. Nevertheless, UWSCG continues to expand the 
metering program in the areas that it serves. 

 
Table 6: Water and Sewerage Tariff Schemes (GEL per month) 

Volumetric (per cubic meter) Flat (per capita)  
Water Sewer Total Water Sewer Total 

Commercial 
Consumers 

3.4 0.9 4.3       

Household 
Consumers 

0.4 0.1 0.5       

     Average       1.1 0.1 1.2 

  Minimum 
  

0.3 0.0 0.3 

   Maximum 
  

1.8 0.4 2.2 

Source: UWSCG. Tariff scheme applied since 2012. A combined water and sewerage bill applies for 
households with sewerage connections; otherwise households will be charged only for water. 

 
73. UWSCG has begun a review of the tariff policy, which is expected to be 
completed by the end of 2017. The study will provide key information to the regulator 
for approving water tariff changes. UWSCG is also covenanted to conduct an asset 
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inventory. 29  The revaluation of assets will be challenging because most data and 
valuation from the Soviet era are unreliable. Nevertheless, the asset inventory will also 
provide important information to the regulator in determining water tariff levels. The 
asset inventory is expected to be completed in early 2018. 
 

74. To cover revenue shortfalls, UWSCG receives subsidies from the government. In 
2016, UWSCG revenues were GEL36 million and the subsidy was GEL5 million. The main 
component of the O&M cost is electricity, which amounted to GEL16 million in 2016.30 
To date, the government is still committed to subsidizing the water supply through 
UWSCG, at least until its asset inventory is established and the tariff policy is reviewed. 

 
75. Notwithstanding the tariff issue, UWSCG operates the rehabilitated water 
supply systems satisfactorily and delivers pressurized quality water to consumers on a 
24-hour basis in most municipalities. Water quality is tested on a regular basis and 
meets government standards; of 35,000 samples in 2016, only 4% deviated from 
government standards. UWSCG also operates sewerage systems and 90% of UWSCG 
customers are connected to a sewerage system. Some costs of wastewater disposal are 
recovered through the water tariff. Wastewater is disposed into rivers untreated, which 
has had a negative impact on river ecology. The institutional capacity of UWSCG is 
adequate and UWSCG manages to operate and maintain water supply facilities under 

its jurisdiction satisfactorily.  
 

 
 

76. Since municipal roads are not revenue generating, their sustainability depends 
critically on an adequate allocation of budgetary resources. However, the budget 
allocation by municipalities for maintenance was insufficient in some cases and needs 

                                                
29 The asset inventory, along with the review of tariff structure is being undertaken with support from ADB 

under the Urban Services Improvement Investment Program. When UWSCG was established in 2010, 
municipal governments handed over municipal infrastructure along with 20 different tariff structures. 

30 The evaluation could not assess the financial performance of UWSCG because its financial statements are 
prepared in the Georgian language and were not translated into English. 

 

Box 3: Do Residents Want Metered Connections? 
 
“People on the other street have meters. Here in this street, we only pay flat rate. Those who 
have metered connections complain because their bill became expensive. Maybe the meters 
do not record the consumption properly. Sometimes they have leaking pipes. During winter, 
the meter and pipes were frozen, so it created water leakage and flooding which damaged 
the meter. They ended up paying excessive fees. 
 
“It’s good to have meters, we will control our water consumption. For example, we will not 
use the piped water for our garden or to wash our cars. Having said that, I don’t want to 
switch to metered connection.” 

 
Pavle Laitadze, 51 years, male resident of Firosmani Street, Khoni Municipality 

 
“I have lived here for 8 years, and my house already had a metered connection when I moved. 
I usually pay GEL12-GEL13 per month, which is expensive. The water quality is good and 
reliable. It runs for 24 hours per day and the pressure is high. But I feel my water bill is too 
much. When the meter got damaged or the pipes were leaking, which was not my fault, I still 
had to pay extra monthly bills. Some of my neighbors pay a flat rate, so they don’t control 
their water consumption. Still they pay cheaper.” 
 

Irma Chikhladze, 36 years, female resident of Abashidze street, Khoni Municipality 
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to be increased.31 Annual maintenance of municipal roads was largely contracted out 
to local contractors, under the central government budget but supervised by the 
municipal governments. The sustainability of the roads therefore also depends on the 
capacity of municipalities and the evaluation mission found that staff numbers were 
adequate in most municipalities visited; however, there was a need for capacity 
building in areas such as procurement, road building techniques, and supervision.32 
None of the municipal governments had a database to store and archive asset 
inventories, which is essential for planning, operating and maintaining municipal 
infrastructure and services. Although budgetary allocations are largely inadequate, the 
roads rehabilitated under MSDP and MSDP Phase 2 are currently in good condition and 
need minimal maintenance because of low traffic volumes. 
 
77. The O&M of the water and road subprojects rehabilitated under both MSDP 
and MSDP Phase 2 still depends heavily on central government subsidies. Moreover, 
the decision to provide almost 80% of the project financing as grants to municipalities 
reinforces the perception that MSDP and MSDP Phase 2 did not seriously aim to improve 
municipalities’ ability to self-finance the subprojects.  

 
78. Under both MSDP and MSDP Phase 2, MDF operated like a traditional executing 
agency rather than as a standard financial intermediary institution. As a financial 
intermediary, its role was supposedly limited to transferring or on-lending funds to 
municipal governments (which acted as implementing agencies), assessing the financial 
soundness of the investment (subprojects) and determining whether the borrowing 
entity had sufficient technical, safeguard, and financial capacity to implement the 
subproject. The RRP for MSDP was ambiguous about the objective of improving MDF’s 
capacity as a financial intermediary, but MSDP Phase 2 was explicit that one of its aims 
was to make MDF a more traditional financial intermediary (paras. 46-47). After a series 
of organizational reforms, the government established the Ministry of Infrastructure 
and Regional Development (MRDI). MDF's charter was changed and it was subordinated 
to the new ministry as a project implementation unit to implement municipal 
infrastructure projects funded by donors and the central government.33 This has also 
been the role of MDF in the ongoing ADB Sustainable Urban Transport Investment 
Program34 which was approved as a multitranche financing facility, as well as of more 
recent projects financed by USAID35 and The World Bank.36  
 
79. Based on the above considerations, this evaluation considers both MSDP and 
MSDP Phase 2 less than likely sustainable.  

                                                
31 Of the eight municipalities visited, five indicated that the budgetary allocations for road maintenance were 

inadequate. 
32 Of the seven municipalities visited, five indicated that staffing in municipalities for road infrastructure was 

adequate but six indicated a need for capacity building. 
33  A recent ADB report still regards MDF as a nonbanking financial intermediary, with human resource capacity 

with expertise in project implementation, procurement, safeguards, financial and disbursement. (ADB. 2016. 
Georgia National Urban Assessment, Manila). 

34  ADB. 2011. Proposed Multitranche Financing Facility: Sustainable Urban Transport Investment Program. 
Manila. 

35  USAID. 2014. Performance Evaluation of the USAID/Georgia Municipal Infrastructure Project (GMIP) 
(prepared by Mendez, England & Associates). Bethesda, MD. 

36  World Bank. 2015. Project Appraisal Document: Third Regional Development Project (P150696). 
Washington, DC. 



 

 

 

CHAPTER 4 

Other Assessments 
 
 
 
 
80. Despite their shortcomings, MSDP and MSDP Phase 2 have had positive 
impacts. ADB provided enough resources to monitor the projects and was responsive 
to the client’s demands; however, it missed an opportunity to build the capacity of the 
MDF and municipal staffs. The borrower and EA implemented the project well, but 
achieved little in reforming the water tariff. 

A. Preliminary Assessment of Development Impacts 

81. The envisaged impact of MSDP as stated in the DMF was to improve the 
municipal environment and public health by increasing the percentage of the 
population with access to improved water supply and sanitation from 96% in 2006 to 
100% in 2020. MDF was unable to provide data on this indicator for 2016. However, 
the target for quality water supply and sanitation appears to be on track because of 
the implementation of ongoing and forthcoming externally funded projects, as 
prioritized in the State Strategy for Regional Development of Georgia for 2010–2017 
(footnote 11).  
 
82. The evaluation mission observed that rehabilitated water supply and sanitation 
systems had ensured a 24-hour supply of safe water and sanitation in most of the 
municipalities visited, improving living standards and public health in the subproject 
municipalities. The rehabilitation of urban streets and roads had resulted in savings in 
travel time and vehicle operating costs, as acknowledged by the residents during the 
survey and interviews.37  
 
83. Regarding the first impact indicator, the expected impact of MSDP Phase 2 as 
stated in the DMF was to improve the urban environment, the local economy, and 
public health in urban areas by (i) reducing accidents and casualties by 10% in 2020 
compared with the baseline in 2007; (ii) reducing particle emissions by 10% in 2020 
compared with the baseline in urban areas in 2007; (iii) improving access to businesses 
and communities by 10% in 2020 in central areas compared with the baseline in 2008; 
and (iv) increasing the number of tourist nights by 20% in 2020 compared with the 
baseline in 2008. MDF was not able to provide up-to-date data for these indicators 
during the evaluation mission. 

 
84. However, according to the PCR for MSDP Phase 2, car accidents fell by 20% in 
2011 from 2008 levels, based on Ministry of Internal Affairs records for  
22 municipalities (deaths decreased by 40% and injuries by 70%). The PCR concluded 
that, since the reduction in accidents and casualties exceeded the target for 2020, the 
impact of the project was achieved. The evaluation found that this conclusion was not 

                                                
37 The evaluation mission compared two different driving situations (i) along a road rehabilitated under MSDP 

and (ii) a non-MSDP road, within the same neighborhood, to simulate the situation before the project. Travel 
speed increased from about 5 kilometers per hour in the non-rehabilitated road to 40–50 kilometer per hour 
along the rehabilitated road. 
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justified because little of the reduction in accidents and casualties was associated with 
the road subprojects. The evaluation mission’s observation of low traffic volumes on 
subproject roads suggested that these volumes could not have possibly have 
contributed much to the reduction in accidents and casualties. 
 
85. For the second indicator, the PCR stated that the National Environmental 
Agency survey results indicated that air pollution (dust, carbon, nitrogen, sulfur, lead) 
in major towns (including Tbilisi and Kutaisi) in 2012 was 10%–50% lower than in 2007 
and the PCR concluded that the project impact had therefore been achieved. However, 
since subprojects were largely implemented in smaller towns and the amount of air 
pollution is related to traffic volumes, which were low on subproject roads, these 
subprojects could not have possibly contributed significantly to the reduction in air 
pollution in major towns. 

 
86.  For the third indicator, the PCR claimed that access to businesses and 
communities had significantly improved: the travel time of beneficiaries to central or 
commercial areas had been cut to less than half what it had been before the project 
and new markets had been established in improved areas and these had generated 
opportunities for employment and greater economic productivity. In the sample of road 
subprojects that the evaluation mission visited, there was little evidence that access to 
businesses had been significantly improved. These subprojects were mainly in 
suburban, residential areas. The household survey confirmed this finding, as most 
respondents had not seen an increase in the number of businesses and for business 
owners, their customers, the size of their business, and their profitability did not seem 
to have changed (Box 4 and Appendix 4). 
 
87. For the fourth indicator, the PCR stated that the number of tourists had 
increased by more than 200% compared to 2008. According to the National Statistics 
Office of Georgia, the number of non-resident visitors who had crossed the border into 
Georgia was estimated at 1.29 million in 2008 and 4.39 million in 2012. It noted that 
0.27 million people had stayed in hotels in 2008, and 0.85 million in 2011. The PCR 
concluded that the project impact had been achieved. Although the evaluation mission 
concurs with the PCR for MSDP Phase 2 that the impact indicators substantially 
exceeded the targets in the DMF, there is little evidence that these achievements were 
the result of the road subprojects. 

 
88. The four impact indicators were weakly related to the outcome and outputs of 
MSDP and MSDP Phase 2, which was a flaw in the design of the DMF. Nevertheless, in 
the evaluation mission’s view, the development impacts of the water supply and road 
subprojects under MSDP and MSDP Phase 2 were still satisfactory. Rehabilitation of 
water pipes and the installation of disinfection facilities in water supply and sanitation 
plants under MSDP Phase 2 provided quality water to people in the four subproject 
areas. In Poti, water was supplied for 24 hours a day, compared with 4.5 hours a day 
before the project. Most other municipalities visited by the evaluation mission have had 
water supplies for 24 hours per day; some had at least 16 hours a day water supply. It 
seems likely, therefore, that the project will achieve its long-term objective of improving 
living standards and public health.  

 
89. Since UWSCG was established only in 2012, no data are available on water 
supply and water loss prior to MSDP and MSDP Phase 2. However, based on interviews 
with municipal government staff, the rehabilitation of distribution networks and 
installation of metered house connections reduced water wastage and unaccounted-
for water. In the municipalities visited by the evaluation mission, water loss reduction 
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was reported to be most significant in Ambrolauri, Lanchkuti, Poti, and Vani. People 
who had used well water before the project benefited from the lower cost of piped 
water. The projects are also likely to have also reduced the time spent fetching water, 
particularly for women and children. The rehabilitation of urban streets and roads 
resulted in savings in travel time and vehicle operating costs, although not to the extent 
expected because of the low traffic volumes.  

 

 

B. Performance of the Asian Development Bank  

90. ADB fielded five review missions, in addition to one inception, one midterm, 
and one completion review mission during the implementation of MSDP from 
November 2008 to June 2012. A total of six missions—an inception, four review 
missions, and one for the completion review—were fielded during MSDP Phase 2 
implementation from October 2009 to September 2012. The review missions for MSDP 
and MSDP Phase 2 were effective in addressing various issues to ensure timely 
completion of the project. ADB approvals and disbursements were made in a timely 
manner. The ADB resident mission in Georgia helped monitor project implementation. 
The missions also interacted with project beneficiaries and explained the impacts that 
would affect them during project implementation and upon completion of the project. 
ADB worked closely with MDF to give timely assistance to solve problems. However, in 
MDF’s view, ADB took a long time to prepare projects compared with other 
international financial institutions.  
 
91. ADB approved three requests from MDF for the reallocation of MSDP loan 
proceeds and two requests under MSDP Phase 2. The justification for ADB agreeing to 
the reallocation was not adequately explained in the PCR. The explanation given during 
the evaluation mission was that the reallocation enabled the project to cover more 
municipalities, including those with low financial capacity. ADB’s decision, in the 
evaluation mission’s view, was misguided and inconsistent with the objective to make 
MDF more financially sustainable. Instead of approving the request to reallocate some 

Box 4: Better Roads, Less Travel Time, but No Increase in Customers 
 
A survey on the impact of road subprojects involved 100 respondents in Kareli, Keda, Rustavi, 
Ozurgeti, and Tsalenjikha (see also Section C in Appendix 4). 
 
Most respondents confirmed that the rehabilitated roads were local roads with minimal 
traffic—60% considered the roads to be “not busy.” They reported that there were very few 
road accidents (70% said accidents happened “rarely”). Respondents were generally satisfied 
with the roads. All respondents were satisfied or very satisfied with the road conditions; only 
3% of respondents were not satisfied with road safety and signs, 3% were not satisfied with 
pedestrian sidewalk conditions. However, 18% of respondents were not satisfied with the level 
of economic activity in the road areas. 
 
After road rehabilitation, respondents agreed that many aspects had improved: road 
conditions (100%), road signs (85%), and pedestrian sidewalks (93%). Respondents saw more 
cars (99%), but considered that travel time had been reduced (98%). Only 10% said there were 
more street accidents. Respondents reported seeing more people around their areas (76%), 
but safety was still not an issue (64%). However, 64% said that the number of businesses in 
the area had not changed. For the existing business, most viewed the number of customers 
to be unchanged (57%), and the same was the case with the size of their businesses (63%) 
and profitability (67%). 

 
Source: Independent Evaluation Department. 
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funds available for training component to civil works, ADB could have used the funds 
for additional MDF capacity development activities (e.g. in safeguard implementation, 
see para. 93 below), or to develop the capacity of municipal government staffs in future 
urban improvement projects and service delivery. Lack of institutional memory in 
municipal governments due to high staff turnover was also another issue that ADB 
could have helped with the unallocated funds (para. 94). This evaluation, therefore, 
views ADB performance as less than satisfactory, since it missed an opportunity to build 
the capacity of the MDF and municipal staffs. 

 

C. Performance of the Borrower and Executing Agency 

92. MDF had prior experience implementing financial intermediation loans because 
of earlier assistance provided by the World Bank. In implementing MSDP and MSDP 
Phase 2, MDF maintained adequate coordination with ADB, municipal governments, 
and contractors. All documents for subproject approval were prepared in a timely 
manner and reporting requirements were met. Unaudited and audited financial 
statements were also submitted in a timely manner. The government PCR for MSDP was 
submitted to ADB in July 2012 and the PCR for MSDP Phase 2 was submitted in February 
2013. 
 
93. Although the PCRs for MSDP and MSDP Phase 2 noted that frequent changes 
in the organization and management of MDF posed a risk to the continuity of activities, 
MDF indicated that staff turnover was not a major issue in project implementation. To 
some extent, it might even have been a positive factor since it brought in new people 
with new ideas and experience. High staff turnover at MDF may not have affected MSDP 
and MSDP Phase 2 directly, since individual subprojects were implemented relatively 
quickly. However, in the context of long-term institutional development, the changes 
could imply a lack of institutional memory within MDF on best practices and lessons 
from project implementation. 38  One area where MDF indicated that it needed 
assistance was in safeguard implementation, where it could not use loan proceeds for 
training of staff.  

 
94. In the evaluation mission’s visits to municipalities, there was little indication 
that the high turnover of municipal government staff had had a negative impact on 
project implementation, particularly in road subprojects. However, high turnover 
implies a lack of municipal staff with good knowledge of the implementation of the 
subprojects, the improvements, or lack of them, that had been made after the project; 
and the challenges that had not been addressed. 

 
95. In the case of water supply subprojects, UWSCG had branch offices at regional 
and municipal levels and municipalities were generally satisfied with its operation of 
the water supply facilities. However, little progress had been made in reforming water 
tariffs, so UWSCG and municipal governments remained reliant on the government for 
funds to supplement tariff revenues to meet O&M costs of water supply facilities. In 
the evaluation mission’s view, the performance of the borrower and executing agency 
was borderline satisfactory. 

 
 

                                                
38 USAID (2014, p. 8–9, 24) explicitly mentioned in its findings that MDF institutional capacity would not 

increase if the staff they hired and trained under the project were not retained by MDF.  



 

 

CHAPTER 5 

Overall Assessment, Lessons, 
and Recommendations 

 
 
 
 
96. Tariff reform, progress in providing metered connection, and wastewater 
disposal are three remaining issues from the projects. The evaluation provided four 
lessons with recommendations. 

A. Overall Assessment 

97. The PCRs assessed MSDP and MSDP Phase 2 successful. PVRs for MSDP and 
MSDP Phase 2 concurred that the projects were successful. This evaluation considers 
MSDP successful39 and MSDP Phase 2 less than successful. Tables 7 and 8 provide a 
summary of the ratings at completion, validation, and evaluation stages.  
 
98. MSDP was relevant at appraisal, during, and after implementation, while 
MSDP2 was less than relevant. Both projects’ intended outputs and outcomes were 
consistent with the country’s development priorities and strategy and beneficiary 
needs. However, the evaluation considers the approval by ADB to make the subproject 
allocations mainly grant-based, even for more affluent municipalities, to have been 
inconsistent with the expectation that financial intermediaries should already have, or 
should build up, the capacity to mobilize domestic resources. Furthermore, the 
decision to provide most funds as grants to municipalities deprived MDF of an 
opportunity to build up a significant revolving fund and hence to improve its financial 
sustainability. These design shortcomings affected both projects, but MSDP Phase 2 
should have learned from MSDP and should have put more emphasis on on-lending 
rather than on providing grants, and on the building up of the revolving fund, especially 
since it had an explicit objective to make MDF a more sustainable financing institution.  

 
99. MSDP and MSDP Phase 2 were borderline effective. Both projects exceeded the 
outcomes envisaged at appraisal and financed more subprojects than expected from 
loan proceeds, but targets set at appraisal were modest. In terms of project outputs, 
both projects increased the reliability of the water supply; widened the network 
coverage of water supply, sanitation and roads; and improved solid waste 
management. However, the objective to build capacity and make MDF a stronger 
financial institution was not achieved. 

 
100. MSDP and MSDP Phase 2 were efficient because the EIRRs for six of seven 
sample water supply subprojects were well above the threshold level of 12% and the 
implementation process was efficient. Although traffic volumes were low on a sample 
of road subprojects, the subprojects were implemented in a least-cost manner 
consistent with standards found in smaller towns in developed countries.  

                                                
39  Although the project is still rated as successful, Table 8 shows that the overall assessment of both projects 

has been brought down to border line successful (1.75 score), a lower total score than in the PVR and PCR. 
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101. MSDP and MSDP Phase 2 were less than likely sustainable. Water supply is still 
being subsidized by the central government through UWSCG, at least until an asset 
inventory is established and the tariff policy is reviewed. Budgetary allocations are 
generally inadequate, although the roads rehabilitated under MSDP and MSDP Phase 2 
are in a good condition and need minimal maintenance at this time because of low 
traffic volumes. Moreover, the decision to provide almost 80% of project financing as 
grants to municipalities indicates that the projects did not seriously aim to strengthen 
the municipalities’ ability to pay back the loans for the subprojects, nor to put MDF on 
more sustainable footing as a revolving fund. 

Table 7: Overall Ratings 

Evaluation Criteria Project Completion Report Project Validation Report 
Project Performance 
Evaluation Report 

 
MSDP 

MSDP    

Phase 2 MSDP 

MSDP   

Phase 2 MSDP 

MSDP   

Phase 2 

Relevance Highly 

relevant 

Highly 

relevant 

Relevant Highly 
relevant 

Relevant Less than 
Relevant 

Effectiveness  Highly 

effective 

Highly 

effective 

Highly 

effective 

Effective Effective Effective 

Efficiency  Highly 

efficient 

Highly 

efficient 

Highly 

efficient 

Efficient Efficient Efficient 

Sustainability Less than 

likely 

sustainable 

Less than 

likely 

sustainable 

Less than 

likely 

sustainable 

Less than 
likely 
sustainable 

Less than 
likely 
Sustainable 

Less than 
likely 
Sustainable 

Overall Assessment Successful Successful Successful Successful Successful Less than 
Successful 

Preliminary 

Assessment of Impact Substantial Substantial Significant Significant 

 

Significant 

Borrower and 

executing agency Satisfactory Satisfactory Satisfactory Satisfactory Satisfactory 

ADB Performance Satisfactory Satisfactory Satisfactory Satisfactory Less than Satisfactory 

ADB = Asian Development Bank, MSDP = Municipal Services Development Project 
Note: Since May 2012, IED has viewed the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and uses 
this terminology for its own rating categories to improve clarity. 

Table 8: Numerical Ratings 

Evaluation 
Criteria 

Project Completion Report 
Project Validation Report Project Performance 

Evaluation Report 

     MSDP 
MSDP    

Phase 2 
MSDP 

MSDP   
Phase 2 

MSDP 
MSDP   

Phase 2 
Relevance 3 3 2 3 2 1 
Effectiveness  3 3 3 2 2 2 
Efficiency  3 3 3 2 2 2 
Sustainability 1 1 1 1 1 1 
Overall 
Assessment 

2.5 2.5 2.25 2 1.75 1.5 

MSDP = Municipal Services Development Project.  
Note: Based on IED (2016). Overall assessment is the simple average of the ratings of the four criteria. 
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B. Issues 
 
102. The evaluation identified three issues, which were frequently flagged in 
evaluations of water supply and sanitation projects.   
 

103. Tariffs. UWSCG and municipal governments remain reliant on the government 
for funds to supplement tariff revenues to meet O&M costs of water supply facilities. 
This is largely because of the incomplete metering of residential water consumers and 
the low and inadequate tariffs for water use. This subsidization of the water supply 
affects the government’s budget and its ability to invest in water supply facilities to 
ensure that everyone in Georgia has access to water on a 24-hour basis. There is an 
urgent need to make the water supply sector financially self-sufficient to ensure its 
sustainability.  
 
104. Metering. The absence of metering and a full-cost recovery water tariff has led 
to a substantial waste of potable water. Households that are metered use 100–180 
liters per person per day, according to UWSCG. However, unmetered households, 
especially those that in suburban areas with large gardens or mini-farms, consume 
much more potable water, up to 3,000 liters per person per day, mainly for agricultural 
purposes. Water for agricultural use does not need to be potable and using this water 
on farms is a misuse of the electricity, filtration, chemicals for disinfection, labor and 
spare parts that are subsidized by the central and municipal governments. Water for 
agricultural use should be separate from potable water and charged differently.  
 
105. Wastewater disposal. Although 90% of UWSCG customers are connected to a 
sewerage system, wastewater is disposed into rivers untreated, which has had a 
negative impact on river ecology. The provision of water without ensuring that the 
resultant wastewater is disposed in an environmentally sustainable manner was a major 
shortcoming of the design of MSDP and MSDP Phase 2. Considering the government’s 
intention to continue borrowing from international financial institutions, including 
ADB, future water supply projects financed by ADB should be accompanied by 

provisions for the proper disposal of wastewater. 
 

C. Lessons and Recommendations 
 
106. ADB project documents need to be clear on how projects are to lead to 
sustainable results. The absence of consultants to address issues regarding the legal 
and technical aspects of O&M planning and funding, measures for cost recovery, tariff 
collection, and the metering system posed a risk to the sustainability of the water 
supply and sanitation subprojects. Future projects should include technical assistance 
that would implemented concurrently with the project. This technical assistance would 
review the tariff, assess its adequacy to generate sufficient revenue to sustain water 
supply systems, and evaluate the status of metering consumers. In line with this 
recommendation, ADB is currently supporting UWSCG’s ongoing review of its water 
tariff policy under a subsequent TA40 and loan.41 
 

                                                
40 ADB. 2010. Technical Assistance Report: Developing an Urban Water Supply and Sanitation Sector Strategy 

and Regulatory Framework for Georgia. Manila. 
41 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Multitranche Financing 

Facility, Georgia: Urban Services Improvement Investment Program. Manila. IED understands that the first 
two issues raised by this PPER have been taken into consideration in the project design and implementation. 
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107. Loans for the Municipal Development Funds should be implemented as proper 
financial intermediary loans. The projects were designed as financial intermediation 
loans largely because the government wanted to disburse funds and execute 
subprojects quickly. MDF had the capacity and had prior experience of implementing 
such loans through an earlier World Bank project. However, MDF operated like a regular 
executing agency rather than as a financial intermediary institution, whose role is 
limited to transferring or on-lending funds to municipal governments; assessing the 
financial soundness of the investment; and determining whether the borrowing entity 
has the technical, safeguard, and financial capacity to implement the project. ADB 
argued that because MDF was not a commercial financial institution and the borrowers 
were not commercial entities, it should not be subject to the same assessment criteria 
as a financial intermediary. This evaluation disagrees with the view. MDF’s status as a 
government special purpose vehicle should not exempt it from the requirement to build 
up capacity to mobilize domestic resources and become a true revolving fund. ADB’s 
approval of the government’s request to make the subproject allocations mainly grant-
based, even for more affluent municipalities, prevented MDF from creating a revolving 
fund, hence it was not consistent with the expectation that MDF would improve its 
financial capacity. The RRP for the first project contained several statements to indicate 
this was an ambition, though perhaps not a central objective. Moreover, almost all the 
funding from MSDP Phase 2 was for secondary and tertiary roads which do not 
generate revenue. For any future urban projects using financial intermediation loans, 
institutional and capacity development, particularly with a view to transforming MDF 
into a sustainable financial institution, should be key objectives. 
 
108. ADB needs to invest in a good PPMS. The evaluation mission’s difficulty in 
measuring the efficiency of water supply and road subprojects financed under MSDP 
and MSDP Phase 2 was the result of an inadequate PPMS that focused mainly on 
monitoring disbursements and outputs. Baseline data were not collected on the market 
served by water supply subprojects, such as the number of households, persons per 
household, water sources, amounts of water produced and consumed, and water loss 
rates. Nor were baseline data collected that would have enabled the efficiency of road 
subprojects to be calculated. These data were not collected when the subprojects were 
completed or for several years after completion for evaluation purposes. Water supply 
and road projects are similar in nature and ADB should develop a computerized 
template PPMS that records baseline data on implementation. This would provide the 
information needed to measure impacts and the efficiency of projects after project 
implementation. The template PPMS should be part of the project RRP and the loan 
agreement, modified as needed in consultation with the Independent Evaluation 
Department and the Economic Research and Regional Cooperation Department. 
 
109. Allocations for capacity building components need to be maintained. 
Discussions and interviews with MDF staff and municipal governments during the 
evaluation mission pointed to the need for further capacity building of MDF and 
municipal governments. This was one of the objectives of the projects. The projects 
should not have reallocated funds from the capacity development and training cost 
category to civil works even if other donors were providing similar assistance; ADB and 
other development partners could have coordinated closely to ensure that their training 
programs were complementary and did not duplicate each other. ADB could have used 
the funds to train local government staff, in addition to technical staff, consultants, 
and contractors on procurement processes, new road building techniques, and 
supervision. Arrangements to retain trained staff at least for the project duration 
(including incentives), could be included in future projects, ADB should continue 
investing in capacity building for local human resources (consultants, contractors, 
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technical staff) to help ensure that central and local governments will have the skills to 
maintain the outputs after the project ends.  
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APPENDIX 1: DESIGN AND MONITORING FRAMEWORK 
 

Table A1.1: Municipal Services and Development Project 

Design Summary Appraisal Targets and 
Indicators 

Project Achievements 
At Completion At Evaluation 

IMPACT  
Improved municipal 
environment and public 
health. 

 
Population with access to 
improved water supply and 
sanitation increase from 96% 
in 2006 to 100% in 2020. 

 
The target for quality water 
supply and sanitation is 
likely to be achieved 
through implementation of 
ongoing and forthcoming 
externally funded projects, 
as prioritized in the State 
Strategy for Regional 
Development of Georgia 
for 2010–2017. 

 
No data to confirm 
achievement. 

OUTCOME 
Improved municipal 
infrastructure and service 
delivery. 
 
 
 
 
 
 

 
100,000 people have access to 
improved municipal services by 
2015.  
 

 
Over 1.3 million people 
benefited from improved 
municipal roads since 
project completion in June 
2012 (67 km). An 
additional 127,884 
households or about 
400,000 people benefited 
from supply of piped 
water.  

 
Achieved at 
completion. 
 

OUTPUT 
Part A – Investment 
Projects Financing Facility  
Increased quality, 
coverage, and reliability 
of water supply, 
sanitation, solid waste 
management, and roads. 
 

 
9 rehabilitation projects 
completed in at least 8 
municipalities by 2013.  
 

 
30 water supply systems 
rehabilitated to increase 
the quality of water and 
number of people with 
access to a reliable supply 
of water. Sewerage 
systems were rehabilitated 
in nine municipalities. Two 
municipalities were 
provided with solid waste 
collection bins and trucks. 
Roads were improved in 36 
locations for a total length 
of 67 km. 

 
Achieved at 
completion. Roads 
were improved in 40 
locations. 
 

Part B – Project 
Management and 
Capacity Development  
Improved capacity of 
municipal governments to 
prepare and appraise 
feasibility, engineering 
design, environmental, 
social, or other related 
studies. 

 
9 project feasibility studies 
prepared and 
recommendations 
implemented by 2013. 
 
Design and supervision 
contracted out in at least five 
municipalities.  
 

 
Project feasibility studies 
for 68 subprojects 
prepared in 2009 and the 
remaining 3 in 2010. 
 
Detailed design works for 
all 71 subprojects 
contracted out to local 
consultants by MDF.  

 
Achieved at 
completion. 
 
 
 
Achieved at 
completion. 
 

Improved capacity of 
municipal governments in 
project management. 
 

At least one municipal 
government selected by 2009 
for project management and 
at least one subproject 

Construction supervision 
undertaken directly by MDF 
and participating municipal 
governments, except the 
two subprojects for 

Achieved at 
completion. 
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Design Summary Appraisal Targets and 
Indicators 

Project Achievements 
At Completion At Evaluation 

implemented by an MG by 
2010. 
 

Zugdidi–Jvari–Mestia–
Lasdili road, which were 
supervised by a national 
consultant. Subproject 
implementation and 
management undertaken 
by MDF with participation 
of municipal governments 
from preconstruction to 
construction stages.   

Strengthened corporate 
and business planning 
within MDF. 

New vision for MDF approved 
by December 2008. 

The Strategy General 
Directions 2011–2017 for 
MDF issued in 2011. 

Achieved at 
completion. 
 

Improved capacity of 
MDF for studies and 
training of MDF staff, 
municipal staff, and 
utility staff to develop 
MDF capacity. 
 

Improved budgeting, finance, 
and operations procedures in 
place from January 2010. 
 
 
 
Study reports and training 
completion reports by 2010. 
 

MDF budgeting, finance, 
and operations procedures 
improved and project 
financial statements 
prepared accordingly. 
 
Various training workshops 
conducted for MDF staff by 
international development 
partners (22 staff, 170 
person-days). This has 
enhanced MDF planning 
and project 
implementation capacity. 

Achieved at 
completion. 
 
 
 
 
Not achieved under 
the project as this 
component was 
supported by other 
development partners. 
 

Improved operational and 
long-term planning 
capacity within MDF. 

Long-term corporate plan 
prepared before end of 2008, 
and annual business plans 
prepared thereafter. 

A long-term strategy plan 
and annual business plans 
were approved by the 
supervisory board in 
December 2011. 

Achieved at 
completion. 
 

km = kilometer, MDF = Municipal Development Fund 
Source: Project completion report, validated by Independent Evaluation Department mission using MDF information. 
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Table A1.2: Municipal Services and Development Project Phase 2 

Design Summary 
Appraisal Targets/Indicators Project Achievements 

At Completion At Evaluation 
IMPACT 
Improved urban 
environment, local 
economy, and public 
health in urban areas. 

By 2020  
(i) Accidents and casualties 
reduced by 10% compared to 
baseline in 2007. 
 
 
 
 
 
 
 
 
 
(ii) Particle emissions reduced 
by 10% compared to baseline 
in urban areas in 2007. 
 
 
 
 
 
 
(iii) Access to businesses and 
communities improved by 10% 
in central areas compared to 
baseline in 2008. 
 
 
 
 
 
 
 
 
 
 
 
(iv) Attractiveness and 
preservation of cultural 
heritage achieved with a 20% 
increase in tourist nights 
compared to baseline in 2008.  
 

By 2020  
(i) Ministry of Internal 
Affairs records for 22 
municipalities indicate the 
following reductions in 
2011 compared with 2008: 
car accidents, 20%; 
casualties, 40%; injuries 
70%. This implies there is a 
possibility that the 
targeted rate will be 
achieved by 2020. 
  
(ii) National Environmental 
Agency survey results 
indicate air pollution (dust, 
carbon, nitrogen, sulfur, 
lead) in major towns 
(including Tbilisi and 
Kutaisi) in 2012 was 10%–
50% lower than in 2007. 
 
(iii) Access to businesses 
and communities 
significantly improved: 
travel time of beneficiaries 
to central or commercial 
areas was less than half 
what it was before the 
project. New markets were 
established along 
improved areas and 
generate new 
opportunities to reduce 
unemployment and 
improve productivity. 
 
(iv) Attractiveness and 
preservation of cultural 
heritage was achieved in 
the municipalities, where 
the number of tourists 
increased by over 200%, 
compared to 2008. 
Mtskheta had 28,500 
foreign visitors in 2012, in 
addition to over 2 million 
local tourists and visitors. 
According to the National 
Statistics Office of Georgia, 
the number of non-
resident visitors (who cross 
the border to Georgia) was 
estimated at 1.29 million 
in 2008 and 4.39 million in 
2012 (of these at least 

 
No data to confirm 
achievement. 
 
 
 
 
 
 
 
 
 
 
No data to confirm 
achievement. 
  
 
 
 
 
 
 
No data to confirm 
achievement. 
. 
 
 
 
 
 
 
 
 
 
 
 
 
No data to confirm 
achievement. 
. 
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Design Summary 
Appraisal Targets/Indicators Project Achievements 

At Completion At Evaluation 
10% are tourists; 0.27 
million people stayed in 
hotels in 2008, which 
increased to 0.85 million in 
2011. 

OUTCOME 
Improved municipal 
infrastructure, service 
delivery, and better living 
conditions in urban areas. 

By 2014  
(i) Number of kilometers of 
pavement and road upgraded 
in the city increased by 1%. 
 
 
 
 
 
  
(ii) Fluidity and capacity of city 
road network to reduce travel 
costs and time to major 
commercial and service centers 
improved by 5% on the 
upgraded arteries. 
 
(iii) Number of legal parking 
places increased by 1% in 
historical center. 
 
 
 
(iv) Citizens enabled to benefit 
from project construction.  

 
(i) Municipal roads (total 
length of 101.7 km) were 
improved and upgraded in 
27 municipalities, 
accounting for more than 
2% of the existing urban 
roads in each participating 
municipality. 
 
(ii) Travel time reduced by 
more than 50%. Increased 
bus services benefit local 
people.  
 
 
 
(iii) None of the 
subprojects provided new 
parking places. Sufficient 
parking was already 
available. 
 
(iv) Local people were 
engaged for subproject 
construction works: 20–50 
local people for each 
subproject. 

 
Achieved at 
completion; but this 
was not an outcome 
indicator. 
 
 
 
 
 
Achieved at 
completion. 
 
 
 
 
 
IEM confirmed that 
parking places were not 
part of the subprojects; 
but this was not an 
outcome indicator 
  
Achieved at 
completion. 
  

OUTPUT 
Part A – Investment 
Projects Financing Facility  
Increased quality, pf 
service, wider network 
coverage, reliability of 
urban transport system, 
water supply, 
wastewater, and solid 
waste management. 
 

 
Two rehabilitation projects 
completed.  
 

 
Rehabilitation projects (38 
total) were completed by 
September 2012. Urban 
roads (total length 101.7 
km) were improved under 
34 subprojects in 27 
municipalities. Water 
supply systems were 
rehabilitated and 
expanded with installation 
of 264 km of distribution 
pipes in four 
municipalities. 

 
Achieved at 
completion. 
 

2. Part B: Project 
Management and 
Capacity Development  
Improved capacity of 
municipal governments 
to prepare and appraise 
feasibility, engineering 
design, environmental, 
social, or other related 
studies  

 
 
 
(i) Two project feasibility 
studies prepared and 
recommendations 
implemented.  
 
 
 

 
 
 
(i) Three subproject 
appraisal reports and 35 
subproject summary 
reports submitted and 
approved by ADB; 
 
 

 
 
 
Achieved at 
completion. 
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Design Summary 
Appraisal Targets/Indicators Project Achievements 

At Completion At Evaluation 
 
Improved capacity of 
municipal governments in 
project management. 

 
(ii) Design and supervision 
contracted out in at least two 
municipalities. 
 
 
 
 
 
 
 
 
 
 
 
 
(iii) Project outputs informed 
by sex-disaggregated data 
analyses and gender-balanced 
consultations. 

 
(ii) Detailed design works 
for 38 subprojects 
contracted out to local 
consultants by MDF. 
Construction was directly 
supervised by MDF with 
participation of municipal 
governments. Two 
consultants were engaged 
for construction 
supervision, one for the 
road project in Mestia and 
the other for the Poti 
water supply project; 
 
(iii) MDF has a gender 
balance in its staff (46.4% 
of staff were female in 
2013 as opposed to 27.4% 
in 2008). Two impact 
performance targets were 
informed by sex-
disaggregated data; 25% 
of public consultation 
participants were female. 

 
Achieved at 
completion. 
  
 
 
 
 
 
 
 
 
 
 
 
 
No data to confirm 
achievement of public 
consultation. 
 

km = kilometer, MDF = Municipal Development Fund 
Source: PCR, validated by IED mission using MDF information. 
 



 

 

APPENDIX 2: LIST OF MUNICIPALITIES AND PROJECTS VISITED  
  
 

No. Municipality/ 
City 

Project Name Phase and 
Window 

Sub-
sector 

Date 
visited 

1 Gardabani Rehabilitation of Sadguri Street and 9th April 
Square 

2 W1 Road 26-Apr 

2 Gardabani Rehabilitation of Village Sartichala Streets  2 W1 Road 26-Apr 

3 Mtskheta Villiage Tsilkani-Dzalini road rehabilitation 1 W1 Road 26-Apr 

4 Mtskheta Village Tserovani inner roads rehabilitation 1 W1 Road 26-Apr 

5 Rustavi Rehabilitation of Tbilisi & Paliashvili Streets  1 W1 Road 26-Apr 

6 Telavi Rehabilitation of storm water system and 
roads  

1 W1 Road 26-Apr 

7 Dusheti Rehabilitation of Water Supply System 1 W1 Water 27-Apr 

8 Dusheti Rehabilitation of Kostava Street  1 W1 Road 27-Apr 

9 Kareli City Kareli streets rehabilitation  1, 2 W2 Road 27-Apr 

10 Kareli Daba Agara street rehabilitation  2 W2 Road 27-Apr 

11 Kareli Water supply in Breti village  1 W2 Water 27-Apr 

12 Khoni City Khoni Water supply rehabilitation  1 W2 Water 28-Apr 

13 Khoni City Khoni Internal road rehabilitation  1 W2 Road 28-Apr 

14 Khoni Village Matkhoji-Gordi road  1 W2 Road 28-Apr 

15 Senaki Rehabilitation of Water Supply System 1 W2 Water 28-Apr 

16 Senaki City Senaki internal road rehabilitation 2 W2 Road 28-Apr 

17 Tsalendjikha Internal street rehabilitation 2 W2 Road 28-Apr 

18 Vani Water supply system rehabilitation  1 W2 Water 28-Apr 

19 Kobuleti Rehabilitation of Ockhamuri water supply 1 W1 Water 1-May 

20 Lanchkuti City Lanchkuti Water supply rehabilitation  1 W2 Water 1-May 

21 Lanchkuti City Lanchkuti road rehabilitation 1 W2 Road 1-May 

22 Ozurgeti City Ozurgeti water supply system 
rehabilitation 

1 W2 Water 1-May 

23 Ozurgeti City Ozurgeti streets and sewerage network 
rehabilitation 

1 W2 Road 1-May 

24 Ozurgeti Village Naruja potable water supply 1, 2 W2 Water 1-May 

25 Poti Rehabilitation of Poti wastewater  W1 Sewage 1-May 

26 Poti Rehabilitation of Poti water supply network 1, 2 W1 Water 1-May 

27 Poti Rehabiliation of streets Gorgasali, Vaja 
Pshavela, Rukhzade  

1, 2 W1 Road 1-May 

28 Ambrolauri City Ambrolauri water supply rehabilitation  W2 Water 2-May 

29 Ambrolauri City Ambrolauri street rehabilitation 2 W2 Road 2-May 

30 Keda Daba-Keda internal street rehabilitation 2 W2 Road 2-May 

31 Shukhaevi Daba-Shukaevi internal street rehabilitation 2 W2 Road 2-May 



 

 

APPENDIX 3: ECONOMIC ANALYSIS OF SELECTED WATER SUPPLY 
SUBPROJECTS 
 
 

A. Household Demand for Water 
 

1. The value that a household puts on water is measured by its willingness to pay (WTP). The 
proposed general function for household demand for water to measure WTP is given by: 
 

p = α + β ln(q/y),     (1) 
 

where p is the price of water, q is the quantity of water consumed, y is household income, and α and 
β are parameters. The semi-log function (1) is shown in Figure A3.1. Household demand for water is 
limited, even at zero price, and depends on the uses to which it is put. The upper bound of water 
demand when the water price is zero is given by ye-α/β. 
 

Figure A3.1: Household Demand Function 
 

  

 
2.  Demand function (1) suggests that a household’s price elasticity of electricity demand depends 
linearly on the price of electricity, namely, 
 
 ηp = p/β       (2)  
     
where β  0 and is measured in currency units per unit of water quantity (cubic meters, in this case). A 
household’s price elasticity of water demand is usually lower (in absolute terms) at lower price levels 
than at higher price levels. This indicates a greater sensitivity to higher prices. Also, the higher the 
household income, the greater the demand for water in the longer term. This is represented by the 
variable y and the parameter α in the proposed demand function (1). Thus, α and y are shift parameters. 
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B. Calculation of Average Household Willingness to Pay for Water 
 

3. WTP for water is the area under the water demand function given by (1) and may be calculated 
by integrating (1) with respect to q, that is, 
 

 ��� = ∫  ��0     
 

where x is the parameter ye-α/β. Integrating, we get 
 

 ��� =  │
�0 +  �� − │

�0  (3) 

 

4. Since (1) is a straight-line function, parameters α and β were estimated by two points on the 
demand function for data for the city of Borjomi, representing water consumption in Georgia. The unit 
price of unmetered water on the margin is zero because households pay a fixed amount based on the 
number of people in the household. Average household consumption of unmetered water in Borjomi 
is 2.96 cubic meters per household per day, according to UWSCG. Therefore, one point on the water 
demand curve is (0, 2.96). The other point is related to household well water consumption. The cost of 
well water is assumed to be equal to the effort required to bring up well water and carry it to the house. 
Well water can be extracted at a rate of about 0.25 cubic meters per hour. The minimum wage rate for 
unskilled labor, a proxy for the effort required to bring up well water, is GEL1.25 per hour (GEL10 per 
day). Therefore, a cubic meter of well water costs GEL5.21. According to a survey undertaken by the 
evaluation mission in Borjomi, households that have no piped water consume about 0.28 cubic meters 
per day of well water. Therefore, the other point on the water demand curve is (5.21, 0.28). 
 

5. Based on the above household water consumption data for Borjomi, parameters α and β were 
calculated to be 2.11 and -1.94, respectively. Using (3), household daily WTP for 2.96 cubic meters of 
water is GEL5.75 or an average of GEL1.94 per cubic meter. 
 

C. Calculation of Economic Rates of Return of Water Supply Subprojects 
 

6. EIRRs were calculated in local currency in 2017 constant prices with domestic price as the 
numeraire. The shadow exchange rate factor used to adjust tradable goods was 1.05. The economic 
cost of water was assumed to be zero because most of it is ground water, which is in ample supply and 
renewable. In a few cases, the source of water is rivers, also in ample supply and renewable. Economic 
benefits were valued in terms of resource cost savings (displacement of well water) and incremental 
consumption was valued in terms of willingness to pay. Table A.3.1 provides these EIRRs and those at 
completion for comparison. 
 

Table A3.1: Economic Internal Rates of Return for Water Supply Subprojects 

Municipality EIRR at Completiona EIRR at Evaluationb 
Breti Village 15.6% … 
Dusheti 21.6% 43.2% 
Khoni … 25.3% 
Lanchkuti 21.3% 49.9% 
Naruja Village 15.6% 10.2% 
Poti 18.2% 13.7% 
Vani 17.2% 28.9% 

EIRR = economic internal rate of return, … = not available. 
a Project completion report.   
b Independent Evaluation Department calculation.  

 



 

 

APPENDIX 4: HOUSEHOLD SURVEY RESULTS 

 
A. Introduction 
 
1. A beneficiary survey was conducted in 10 municipalities. Five municipalities were selected to 
cover water supply rehabilitation projects: Ambrolauri, Dusheti, Lanchkhuti, Vani, and Telavi. In Telavi, a 
storm water rehabilitation subproject was delivered instead of water supply (a water supply rehabilitation 
project was ongoing during the evaluation mission). However, this enables the evaluation to treat Telavi 
as a pseudo-comparison group; it provides partial information on what would have happened to the 
other four municipalities without the water supply rehabilitation. The five municipalities, Ozurgeti, Kareli, 
Keda, Rustavi, and Tsalenjikha, represent the road rehabilitation projects. 
 
2. A team of four enumerators from Tbilisi-based Eco Spectri helped with the data collection. A 
total of 200 respondents—20 from each municipality—were interviewed. In each municipality, the survey 
team visited a neighborhood where MSDP or MSDP Phase 2 delivered water supply or road rehabilitation 
subprojects. Within the neighborhood, the survey team randomly selected 20 households. 

 

B. Water Supply Projects 
 
3. Respondents’ demographics. Table A4.1 presents the demographic characteristics of the 
respondents. The average age of the respondents was 48 years old.  This is higher than the median age 
of Georgian population, which is 39. Considering this age distribution, it is not surprising that almost 
half (49%) were retired or not working. About two-thirds of the respondents were households, 21% were 
businesses, and 13% were both. However, there was a big variation across municipalities; there were no 
business respondents in Dusheti, while the share was equally split in Lanchkuti. Respondents who were 
both business owners and households come from Vani and Telavi only. About two-thirds of respondents 
were male. Most respondents were high school graduates (46%), and 11% had a university degree. The 
income distribution was fairly uniform with 95% of respondents earning $100–$500 (GEL240–GEL1200) 
a month. Income data were therefore not presented in the table. The Georgian average monthly 
household income in 2016 was $426 and the per capita income was $123, according to the Statistics 
Office of Georgia. 
 

Table A4.1: Respondents’ Demographic Characteristics, Water Supply Projects 
 

Ambrolauri Dusheti Lanchkhuti Vani Telavi All 
Age (years) 52.4 47.3 49.9 47.7 44.5 48.4 
Type of respondent 
Household 75% 100% 50% 55% 50% 66% 
Business 25% 0% 50% 20% 10% 21% 
Both 0% 0% 0% 25% 40% 13% 
Gender 
Male 70% 80% 40% 65% 60% 63% 
Female 30% 20% 60% 35% 40% 37% 
Education 
No School 10% 0% 10% 10% 0% 6% 
Elementary 0% 0% 0% 0% 5% 1% 
Middle School 30% 45% 30% 30% 45% 36% 
High School 50% 40% 50% 50% 40% 46% 
University 10% 15% 10% 10% 10% 11% 
Employment Status 
Not Working 25% 20% 25% 25% 5% 20% 
Retired 30% 20% 30% 30% 35% 29% 
Employee 20% 15% 20% 20% 0% 15% 
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Ambrolauri Dusheti Lanchkhuti Vani Telavi All 

Employer 10% 10% 10% 10% 15% 11% 
Self-employed 10% 30% 10% 10% 30% 18% 
Others 5% 5% 5% 5% 15% 7% 
N = 20 20 20 20 20 100 

Source: Independent Evaluation Department. 

 
4. Residential characteristics. Table A4.2 presents information on respondents’ residential 
characteristics. Most respondents (77%) lived in houses and the other 23% lived in apartments. Almost 
everyone was an owner, only 4% were tenants or had another type of ownership status (typically 
descendants of the owners). About 85% had lived in their current residence for more than 10 years, so 
they had first-hand knowledge of the projects. 
 

Table A4.2: Respondents’ Residential Characteristics, Water Supply Projects 
 

Ambrolauri Dusheti Lanchkhuti Vani Telavi All 

Type of residence 
House 65% 80% 65% 75% 100% 77% 
Apartment 35% 20% 35% 25% 0% 23% 

Ownership Status 
Owner 95% 95% 95% 95% 100% 96% 
Tenant 0% 5% 0% 0% 0% 1% 
Others 5% 0% 5% 5% 0% 3% 

Duration of Residence 
0-5 years 5% 0% 5% 5% 0% 3% 
5–10 years 5% 15% 5% 5% 30% 12% 
>10 years 90% 85% 90% 90% 70% 85% 
N = 20 20 20 20 20 100 

Source: Independent Evaluation Department. 

 
5. Survey locations. In Telavi, MSDP delivered a storm water instead of a water supply subproject. 
The municipality is currently implementing a water supply project. This enables the evaluation to use 
Telavi as a comparison group for the other four municipalities.  Figure A4.1 shows that, while all 
respondents in the four other municipalities had piped water connections in their houses, and 94% had 
been connected for more than 10 years, in Telavi, only 45% of respondents were connected and half of 
those had been connected for less than 10 years. 
 

Figure A4.1: Proportion of Respondents with Piped Water Connection (N=100) 

 
N = number of respondents. 
Source: Independent Evaluation Department 

 

6. Quality of water. Ten years ago, almost everyone in all five municipalities reported being 
dissatisfied with the quality of their water supply (before MSDP and MSDP Phase 2 water supply 
rehabilitation). Now, 76% of respondents in Ambrolauri, Dusheti, Lanchkhuti, and Vani said they were 
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satisfied or very satisfied with the quality of water, compared with only 33% of respondents in Telavi, 
the same as 5 years ago (Figure A4.2).  

 

Figure A4.2: Respondents’ Satisfaction with Water Quality (N=100) 

 
Source: Independent Evaluation Department. 

 
7. Quantity of water. Ten years ago, all respondents in Telavi and 90% of respondents in the other 
four municipalities were dissatisfied with the quantity of water. Five years ago, the situation had 
improved significantly in the four municipalities, where 88% said they were satisfied or very satisfied. In 
Telavi, the situation had improved only slightly, with 33% saying they were satisfied. At present, more 
respondents in Telavi (56%) expressed their satisfaction with the current water quantity, but this was still 
well below the 89% who were satisfied or very satisfied in the four other municipalities (Figure A4.3). 

 
Figure A4.3: Respondent’s Satisfaction with Water Quantity (N=100) 

  
Source: Independent Evaluation Department. 

 

8. Water service interruption. Ten years ago, 91% of respondents in the four municipalities and 
100% in Telavi reported experiencing “frequent” interruptions (9% in the four municipalities answered 
“don’t know”). Five years later, the situation in Telavi was unchanged while in the other four 
municipalities, the percentage of respondents who experienced frequent interruptions had dropped to 
13%. Currently, 69% respondents in the four municipalities said that they “never or very rarely” 
experienced water service interruptions, and 21% that they “sometimes” (defined as less than once in a 
week) experienced water interruptions. In Telavi, all respondents said they “sometimes” experienced 
water interruptions (Figure A4.4).  
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Figure A4.4: Respondents who Experienced Water Service Interruptions (N=100)  
 

Source: Independent Evaluation Department. 
 

9. Connection fees and payment. In Ambrolauri, Dusheti, Lanchkhuti, and Vani, only 13% of 
respondents paid to get connected to water services; 88% said they did not pay. Regardless of connection 
fees, 96% said they paid a monthly tariff, while 4% did not. However, the survey did not ask whether 
respondents paid a flat or volumetric tariff. Of those who paid, 83% considered the tariff to be about 
right, 15% considered it too high, and 3% said they paid too little (the average monthly payment is 
GEL14). About 23% of respondents were willing to pay more for water services. Three-quarters of 
respondents were connected to the sewer system (Figure A4.5).  
 

Figure A4.5: Water Fees and Payment in the Four Municipalities (N=80) 
 

  
Source: Independent Evaluation Department. 

 
10. Impact of the projects. Respondents in Ambrolauri, Dusheti, Lanchkhuti, and Vani had positive 
opinions on the impact of MSDP and MSDP Phase 2 on their water services. About 73% found the 
projects’ impact on water quality had been “very satisfactory,” and 21% considered the impact had been 
“satisfactory.” Similarly, 70% said the impact on water quantity had been “very satisfactory” and 28% 
that it had been “satisfactory” (Figure A4.6). 
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Figure A4.6: Respondents’ Opinions on the Project Impacts on Water Services in the Four 
Municipalities (N=80) 

 
Source: Independent Evaluation Department 

 

C. Road Rehabilitation Projects 
 
11. Respondents’ demographics. Table A4.3 shows that the average age of respondents was 49 years 
old, the same as for the water supply respondents. Also like the water project respondents, about two-
thirds of the respondents interviewed were household respondents. However, in Ozurgeti 70% of 
respondents were businesses owners. The gender distribution was more even than for the water project 
respondents, with 56% males, and 44% females. Three quarters of respondents were high school 
graduates and the rest were middle school graduates. There were no respondents with either university 
degrees or lower than middle school diploma. In contrast to the water project respondents, most 
respondents were working—25% were self-employed, 22% were employers, and 10% were employees. 
Retirees accounted for 37% of all respondents. Regarding household income in the five municipalities 
receiving road projects, most respondents (43%) had a monthly household income between $100 and 
$$500. About a third earned less than $500 per month, while 28% belonged to the higher income group. 
 

Table A4.3: Respondents’ Demographic Characteristics, Road Projects 

 Ozurgeti Kareli Keda Rustavi Tsalenjikha All 

Respondents’ age (years) 49.1 54.4 46.1 41.6 55.5 49.3 
Type of Respondent 
Household 30% 85% 85% 75% 65% 68% 
Business 70% 5% 15% 15% 30% 27% 
Both 0% 10% 0% 10% 5% 5% 
Gender 
Male 20% 85% 75% 30% 70% 56% 
Female 80% 15% 25% 70% 30% 44% 
Education 
Middle School 20% 40% 10% 25% 25% 24% 
High School 80% 60% 90% 75% 75% 76% 
Employment Status 
Not Working 0% 10% 15% 5% 0% 6% 
Retired 70% 10% 35% 30% 40% 37% 
Employee 5% 15% 25% 5% 0% 10% 
Employer 10% 35% 15% 25% 25% 22% 
Self-employed 15% 30% 10% 35% 35% 25% 
Others 0% 10% 15% 5% 0% 6% 
Household Income 
$100–$500 25% 20% 15% 35% 50% 29% 
$500–$1,000 45% 45% 40% 45% 40% 43% 
$1000–$5,000 30% 35% 45% 20% 10% 28% 

N = 20 20 20 20 20 100 
Source: Independent Evaluation Department. 

73%

21%

6%

70%

28%

3%

0%

20%

40%

60%

80%

100%

Very satisfactory Satisfactory Not satisfactory

Quality Quantity



46 Appendix 4 

 

 

12. Residential characteristics. Table A4.4 shows that, while most respondents (56%) lived in houses, 
compared with the water project respondents a higher proportion lived in apartments (44%). Similarly, 
96% were owners. Most (94%) had lived in their current residence for more than 10 years. 
 

Table A4.4: Respondents’ Residential Characteristics, Road Projects 

 Ozurgeti Kareli Keda Rustavi Tsalenjikha All 
Type of Residence       
House 80% 100% 10% 25% 65% 56% 
Apartment 20% 0% 90% 75% 35% 44% 
Status of Ownership       
Owner 95% 100% 100% 85% 100% 96% 
Tenant 5% 0% 0% 5% 0% 2% 
Others 0% 0% 0% 10% 0% 2% 
Length of Residence       
0-5 years 5% 0% 0% 5% 0% 2% 
5-10 years 0% 0% 0% 20% 0% 4% 
>10 years 95% 100% 100% 75% 100% 94% 
N = 20 20 20 20 20 100 

Source: Independent Evaluation Department.  

 
13. Choice of location. The respondents did not consider either the location of their neighborhood 
or the rehabilitated road segment as significant reasons for them to choose the house they live in now 
(Figure A4.7). This was understandable as most respondents had been living in their current 
accommodation long before the projects made the neighborhood more attractive.  
 

Figure A4.7: Respondents’ Reason for Choosing their Current Residence (N=100) 

 
Source: Independent Evaluation Department. 

 

14. Traffic. Almost all respondents (99%) used the road as their primary connection from their house 
to the town proper and other parts of the town. Most (60%) said the rehabilitated roads were not busy; 
38% said the roads were quite busy but never congested, while 2% said the roads were congested during 
peak hours. Accidents rarely occurred, as reported by 69% of respondents, or sometimes (30%); only 1% 
of respondents reported that accidents occurred frequently on the rehabilitated road (Figure A4.8). 
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Figure A4.8: Traffic on the Rehabilitated Road (N=100) 

 
Source: Independent Evaluation Department. 

 
15. Current situation. Respondents generally had a positive assessment of their current situation 
regarding the road and their neighborhood (Figure A4.9). More than half (53%) were very satisfied with 
the road condition. They also had a strong positive opinion on the air quality—37% were very satisfied. 
Respondents were also generally satisfied with the availability of the road signs, pedestrian sidewalk 
conditions, safety, and noise in the neighborhood. However, 18% said they were not satisfied with the 
level of economic activities. 
 

Figure A4.9: Opinion on the Current Road and Neighborhood Situation (N=100) 

 
Source: Independent Evaluation Department. 

 
16. Impact of the road rehabilitation. In general, respondents felt that the situation had improved 
since the road rehabilitation projects (Figure A4.10). Everyone agreed that the road quality and traffic 
situation were better now than before the projects; 85% considered the road signs were better and 93% 
said the pedestrian sidewalk was better. Most respondents (64%) considered the area to be neither safer 
nor less safe. However, 48% considered the air quality to be poorer before the projects.  
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Figure A4.10: Impact of the Road Rehabilitation Projects on Road Situation (N=100) 

 
Source: Independent Evaluation Department. 

 

17. Economic impact. Almost all respondents reported that the number of cars had increased, while 
at the same time travel times had been reduced. This was because before rehabilitation the roads were 
not busy but were in a bad condition; the improvements reduced travel times without making the roads 
congested. Most respondents saw no change in the number of accidents, although 10% reported seeing 
more accidents and 15% saw fewer. There were now more people in the area, as reported by 76% of 
respondents. However, only 27% associated the road rehabilitation with an increase in business, while 
63% did not see any changes, and 6% even considered there were now fewer businesses (Figure A4.11).  
 

Figure A4.11: Economic Impact of Road Rehabilitation Projects (N=100) 

 
Source: Independent Evaluation Department. 

 

18. Impact on businesses. The survey asked the business respondents (including those who were 
both household and business owners) about any changes in their businesses after road rehabilitation. As 
Figure A4.12 shows, only about a third reported an increase in the number of customers, size of their 
business, or profitability. Most considered the projects had improved business conditions. 

 

Figure A4.12: Impact of the Road Rehabilitation Projects on Business (N=32) 

 
Source: Independent Evaluation Department. 
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