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I. PROJECT DESCRIPTION 

A. Rationale 

1. In 1996, ADB's operational strategy for India was to launch state-level operations in 
selected reform-minded states.1 Typically, state-level operations comprised a public resource 
management program of sector reforms and investment in infrastructure sectors like power, 
transport, and urban social infrastructure. Madhya Pradesh was the second focal state selected 
for such state-level assistance. Recognizing the deteriorating quality of municipal services and 
environmental degradation in urban centers, the government of the state of Madhya Pradesh 
requested ADB in 2003 to provide financial assistance to six of the largest cities of the state. 
 
2. At that time, Madhya Pradesh was the third poorest state in India (after Odisha and Bihar) 
and there were widespread deficiencies in basic urban services. The levels of waterborne and 
bacterial diseases were high, particularly among children. Poor infrastructure and inadequate 
urban services hampered the economic potential of large cities. Improvements in basic urban 
services—such as water supply, sanitation, and solid waste management (SWM)—were 
prerequisites for improving business performance and the prospect for future economic growth. 
 
3. This urban water supply and environmental improvement project in Madhya Pradesh was 
to address deficiencies in basic urban services in six urban centers—Bhopal, Gwalior, Indore, 
Jabalpur, Ratlam, and Ujjain . The six cities included in this project were reduced to four when 
Ujjain and Ratlam withdrew. The anticipated direct social benefits were sustained improvements 
in water supply, sanitation, and SWM within the project cities. The indirect benefits were to accrue 
through improved living conditions, healthier living environments, and the prospect of improved 
health status of the population. The project also aimed to assist participating cities in undertaking 
participatory planning exercises that will meet the needs of the urban poor. Two community-level 
funds were provided to support the integrated upgrading of poor settlements for improved water 
supply, sanitation, drainage, and social services. 
 

4. The adopted project loan modality was seen to be more appropriate than the alternative 
program loan modality2 that was used at the time of initial approval. Program lending was deemed 
more suited to mature executing agencies.  

B. Expected Impacts, Outcomes, and Outputs  

5. The project’s expected impact was economic growth enhanced in a sustainable manner, 
and poverty reduced in the four cities of Madhya Pradesh.The expected impact, outcomes, and 
output statements were revised in the supplementary loan document’s design and monitoring 
framework (DMF), from those in the original loan.  
 
6. The project’s expected outcomes were mainly to (i) provide 24-hour access to treated 
water supply; (ii) provide access to sewerage; (iii) reduce the volume of wastewater; (iv) provide 
flood protection; and (v) provide livelihood programs to the poor, marginalized, and vulnerable 
groups, and increase economic opportunities in the four project cities.  

                                                
1 ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the 

Urban Water Supply and Environmental Improvement in Madhya Pradesh Project. Manila. 
2   ADB. 2016. Completion Report:  Urban Water Supply and Environmental Improvement Project in Madhya 

Pradesh Project in India. Manila. 
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7. The project’s expected outputs were (i) improved urban water supply and environmental 
protection; (ii) greater public participation and awareness; and (iii) project implementation 
assistance to the project management unit and implementing units. 

C. Provision of Inputs  

8. The original loan (2046) of $200 million was approved on 12 December 2003, but signed 
at the reduced amount of $181 million on 9 June 2005, and became effective on 17 May 2005. 
Due to rupee appreciation and the large cost increases of construction materials between loan 
appraisal in 2003 and 2007, a loan supplementary (2456) of $71 million was approved on  
13 October 2008, signed on 10 November 2008, and became effective on 3 December 2008. The 
original closing date of Loan 2046 was 30 September 2009 but it was extended twice to an actual 
closing date of 23 September 2013. The original closing date of Loan 2456 was 30 September 
2011 but it was extended twice to an actual closing date of 24 June 2014. The reasons for the  
4 years and 3 months delay in project completion were: (i) start-up delays in the first 18 months; 
(ii) the time taken by urban local bodies (ULBs) and the state government to decide which 
components to execute using ADB, Jawaharlal Nehru National Urban Renewal Mission 
(JNNURM), and Urban Infrastructure Development Scheme for Small and Medium Towns funds; 
(iii) uncertainty over the escalation of material prices; and (iv) a shortage of contractors due to a 
sudden increase in construction activities in Madhya Pradesh (footnote 2).  
 
9. The total project cost calculated at appraisal in 2003 was $303.5 million of which ADB was 
to fund $200 million. Prior to loan signing, two cities—Ratlam and Ujjain—opted out of the project, 
reducing the proposed loan amount by $19 million. ADB approved Loan 2046 of $181 million for 
the project in 2003. The United Nations Human Settlements Programme (UN-Habitat) agreed to 
provide $0.5 million (0.1%) in parallel grant cofinancing. The remaining cost was to be borne by 
the state government and project cities. The project cost was revised to $383 million during the 
processing of the supplementary loan. The supplementary loan (2456) of $71 million was 
approved in 2008. 
 
10. In November 2012, the central and state governments agreed to resize the two loans. An 
uncommitted amount of $29 million was canceled ($20 million from the original loan and $9 million 
from the supplementary loan) due to savings from physically completed contracts, unused and 
uncommitted amounts, and the fact that some of the works were to be undertaken by JNNURM 
(such as the sewerage network contract in Indore) and by the Urban Infrastructure Development 
Scheme for Small and Medium Towns (for the storm water drainage project in Jabalpur and 
Gwalior). In August 2013, based on the government’s second request, $6.5 million was canceled 
from the supplementary loan, which was resized to $55.5 million. In December 2013, at the 
government’s third request, $2.5 million was canceled from the supplementary loan, which was 
resized to $53.0 million. 
 
11. The actual project cost at completion was $311.8 million with the two ADB loans totaling 
$209.59 million—$158.02 million under Loan 2046, and $51.58 million under supplementary Loan 
2456. Loan savings of $4.40 million were canceled on completion.  

 
12. An international consulting firm was engaged in 2005 as the project management 
consultant (international for 1,694 person-days, and domestic for 4,950 person-days). Two 
national consulting firms were engaged as design and supervision consultants—one for Indore in 
the east (domestic for 34,188 person-days) and another for Bhopal, Jabalpur, and Gwalior in the 
west (domestic for 26,906 person-days). These project consultants were fielded within 3 months 
of loan effectiveness. A public relations consultant was appointed to deal with public relations and 
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awareness, and another consultancy firm was engaged for the benefit monitoring and evaluation 
(BME) in the project cities. The project was classified as category B for environment. 
Environmental assessments were undertaken and safety, health, and environmental measures 
were incorporated in all contracts. Contractors were initially slow to comply with the requirements, 
but eventual monitoring by ADB and the project management unit (PMU) ensured compliance. 
The project was classified as category B for involuntary resettlement and category C for 
indigenous peoples. A single, short resettlement plan was prepared to address impacts on non-
titleholders using the proposed landfill and sewage treatment plant site at Kathonda, Jabalpur. 
The resettlement plan was implemented and resettlement was successful. 
 
13. ADB provided a capacity-building technical assistance (TA) 3 to improve project 
preparedness and to build the capacity of the Urban Administration and Development Department 
(UADD) and the city-level project implementation units (PIUs) in line with the ADB procurement 
procedures and safeguard requirements. 

D. Implementation Arrangements  

14. As envisaged, the UADD of the Government of Madhya Pradesh would be the project’s 
executing agency and would be responsible for the strategic guidance, technical supervision, 
execution of the project, and compliance with the loan covenants (footnote 1). UADD was to set 
up a state-level PMU, led by a full-time project director. The project director was charged 
exclusively with the function of executing and coordinating all activities under the project. 
 
15. In addition, a state-level Empowered Committee was to be set up with full powers to decide 
on matters related to the project. The Empowered Committee was to consist of the project director 
as the secretary, the Chief Secretary of Madhya Pradesh as the chairperson, and representatives 
from the Finance Department, the Public Health and Engineering Department, and the 
commissioner of UADD as members.  
 
16. The PMU was to be responsible for (i) appointing all consultants, (ii) approving designs 
(iii) prequalifying contractors, (iv) implementing public relations programs, (v) preparing standard 
bid documents, (vi) monitoring the tendering process, (vii) procuring equipment, and  
(viii) coordinating and providing reports to ADB. 

 
17. The actual institutional arrangement was similar to that envisaged at appraisal. The 
UADD, as the executing agency, did set up a state-level PMU headed by a full-time project 
director (footnote 2). The project director was supported by two deputy project directors. The PMU 
was adequately staffed and assisted by consultants.  

 
18. The state-level Empowered Committee was also set up as planned. PIUs headed by the 
concerned municipal commissioners were also located within the participating municipal 
corporations to ensure greater ownership of the project. 

 
19. Wastewater and SWM were canceled from the project. Either other agencies decided to 
fund the project themselves with better lending condition or this was dropped due to land 
acquisition problems during implementation.  

 

                                                
3  ADB. 2003. Capacity Building for Project Management and Community Mobilization in Madhya Pradesh. Manila.  

TA 4086 funded by $520,000 was approved on 6 March 2003. 
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20. Most of the loan covenants (21 of 23) were complied with. However, the participating 
corporations have yet to comply fully with the covenant on financial reforms4 as agreed in the 
Financial Improvement Action Plan (FIAP). The introduction of a progressive block rate water tariff 
for individual domestic water consumers was not achieved. Property tax reforms have only been 
partly complied with. A new Municipal Administration System has been developed with bilateral 
assistance from the United Kingdom, and is being implemented in all four municipal corporations. 
Once this system is complete, the financial management of the four municipal corporations may 
improve. Compliance with the audit observations in both the report and management letter is an 
ongoing process (footnote 2).  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

21. The project completion report (PCR) rated the project relevant as it remained aligned with 
the government’s 5-year plans; it responded to India’s development targets of more rapid, 
inclusive, and sustainable growth; and it was in line with the ADB country partnership strategy for 
India. The project also enhanced the capabilities of participating local bodies.  
 
22. The sought outcomes of the project were reduction in the people’s vulnerability to 
environmental degradation, to poverty, natural hazards, and an increase in economic 
opportunities. These outcomes were aligned with India’s Tenth Five-Year Plan (2002–2007), 
which emphasized poverty alleviation, governance reforms, and improved operation and 
maintenance (O&M) to ensure the effectiveness of infrastructure investments.5 
 
23. The outcomes of the project were also aligned with the ADB 1999 Urban Sector Strategy6 
and to the ADB Strategy 2020.7 The urban sector strategy highlighted maximizing the economic 
efficiency of urban areas, reducing urban poverty, improving the quality of life, and achieving more 
sustainable forms of urban development. Strategy 2020 emphasized infrastructure-led growth, 
poverty reduction, environmental protection, and institutional strengthening including community 
development as possible components of urban sector projects. 

 
24. The project was designed and formulated to achieve these outcomes through addressing 
urban infrastructure needs and priorities of the project cities. The project’s formulation also 
required revised tariff levels, reduced nonrevenue water, improved tariff collection efficiency, and 
managed water demand levels. Except for wastewater and SWM projects, which were eventually 
funded by other agencies or dropped due to land unavailability, and the partial inability to meet 
water supply revenue generation through tariffs to cover O&M targets, outcomes were generally 
met although not all were fully achieved.    

 
25. ADB was justified in downsizing the scope of the project because of lengthy project delays 
and the difficulties agencies had in choosing between a project funded by ADB or one financed 
by the more attractive JNNURM finance, which offers lower interest rates and greater grant 
component. These delays were not caused by design weakness. 
 

                                                
4   This was designed mainly to increase (i) property tax, (ii) water charges, (iii) sewerage surcharges, and (iv) solid 

waste management fees. 
5 Government of India, Planning Commission. 2002. Tenth Five-Year Plan, 2002–2007. Delhi. 
6  ADB. 1999. Urban Sector Strategy. Manila. 
7 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 
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26. This validation agrees with the PCR that the project loan modality was more appropriate 
than the alternative program loan modality because program lending was more suited to mature 
executing agencies. The program had innovative feature at the time and demonstration value to 
tackle urban poverty alleviation and slums improvement, providing access to improved water 
services with higher reliability and water quality.  

 
27. The design of the project was considered appropriate to enable the intended outcomes to 
be achieved. This validation concurs with the PCR that the design and formulation of the project 
were relevant. 

 
B. Effectiveness in Achieving Project Outcomes and Outputs 

 
28. The PCR rated the project effective because the outcome indicators and targets in the 
DMF were largely achieved. The outcome target for water supply was achieved in terms of the 
number of beneficiaries served. Based on the PCR’s assessment, over 85% of the outcome 
indicators were achieved. 
 
29. The project framework changed between the 2003 (Loan 2046) and 2008 (supplementary 
Loan 2456) appraisal. A review of the 2003 Project Framework reveals that water supply, 
drainage, and slum improvement outputs were largely met but some sewerage and SWM outputs 
were not. The 2008 (supplementary loan) DMF outcomes were framed as “reduced vulnerability 
of people to environmental degradation, poverty, and natural hazards, and increased economic 
opportunities.” With the success of the Area Improvement Fund (AIF) and the Community Initiative 
Fund (CIF) slum programs, the project achieved its revised output coverage of 65 slums in the 
four project cities and promoted community ownership of the water supply and toilet facilities.8 
The improved water supply to 5.6 million people and improved business and industry water supply 
increased economic opportunities and met the outcome target.  

 
30. Some of the 2008 (supplementary loan) DMF outcome indicators on sanitation were not 
met. For example, sewerage network construction was reduced in Bhopal from 190 kilometers 
(km) to 124 km and in Gwalior from 110 km to 26 km. For the treatment plant in Jabalpur, this 

was also reduced from 100 million to 50 million liters per day. Lack of household sewer 
connections in Jabalpur and Bhopal meant lack of access to sewerage and sanitation for some 
people, less than the 0.8 million people achieved noted in the PCR. 9The provision of SWM 
services with correct sanitary disposal of garbage to 4.7 million people was also not achieved 
under the project.10 

 
31. The project improved access to sustainable water supplies and sanitation in the four cities 
where 4,209 households contributed 10% of the total cost of constructing individual toilets. It was 
also categorized as effective gender mainstreaming. A comprehensive gender action plan was 
included in the project design, which contributed to long-term capacity in the sector to address 
gender issues. From skills developed during social mobilization initiatives and project activities, 
women were able to improve their income-generation opportunities, and many remain as active 
community leaders.   

                                                
8  There was cofinancing of $0.5 million from the UN-Habitat, which was aimed at awareness activities. DFID supported 

to develop the MAPPs, which were used to prioritize the AIF and CIF works.  
9  The dropping of sewerage treatment plants (STPs) in Gwalior and Indore and the reduced scope of work in sewer 

pipe laying contributed to benefits that were lower than envisaged. 
10 Landfill site component was dropped in Bhopal due to the unavailability of land, while in Gwalior, this was constructed 

under a different program.  
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32. The water supply, drainage, and slum improvement indicators were fully met and the 
outcome indicators were assessed to be about 80% achieved. This is despite the effect of the  
(i) incomplete sewerage treatment plants (STPs), which were only partially or even not receiving 
sewage; (ii) inadequate sanitary operation of the completed solid waste landfills; (iii) only partial 
implementation of O&M cost recovery; and (iv) only 11%–47% recovery of water tariffs was 
achieved. 
 
33. This validation views the achievement of project outcomes and outputs effective. 

C. Efficiency of Resource Use  

34. The PCR rated the project efficient. On completion, economic analysis showed that overall 
projects were viable with economic internal rate of return (EIRR) mostly exceeding 12%. 
 
35. At project completion, the EIRRs were marginally lower than at appraisal mainly due to 
cost increases and implementation delays of 2–4 years, but below the sector average delay of 5 
years. Overall, the EIRRs for water supply, sewerage, and SWM were greater than 12% with the 
exception of Indore water and Jabalpur sewerage, both at 10.1%. The Indore water supply 
subproject did show a marginal increase of EIRR on completion from significant O&M cost 
savings—but still below 12%.  
 
36. However, many benefits—such as health cost savings due to improved sanitation, 
reduction in the incidence of vector-borne diseases, and an improvement in the visual appeal of 
cities—were not quantified. The qualitative assessment of other components showed that they 
helped improve the overall environment of the project areas and the quality of life of individuals.  
 
37. Also, benefits were valued at 2003 values without any update and are, therefore, 
conservative estimates. The willingness-to-pay figures used in the revised PCR analysis are the 
same as those in the revised economic analysis in 2008 due to a lack of updated data. Therefore, 
the willingness-to-pay analysis is also a conservative estimate. 
 
38. For these reasons, this validation found the assumptions considered in the benefits and 
costs as enough to arrive at the efficiency rating. This validation, thus, assesses the project 
efficient in its resource use. 

D. Preliminary Assessment of Sustainability  

39. The PCR rated the project likely sustainable, based on the assessment that the state 
government is committed to implement financial reforms and have available funds for O&M of 
most of the assets. The strong sense of ownership among the communities was also cited as a 
reason that the facilities will be maintained. The PCR assessed the sustainability of the AIF and 
CIF components as highly likely (footnote 2).  

 
40. On the other hand, this validation notes that while the water supply component in all the 
project towns contribute to sustainable urban service delivery by reducing nonrevenue water, the 
objective of supporting growth in a sustainbale manner was not nearly achieved. O&M costs for 
water supply are not fully covered as the tariffs are too low. Various loan covenants to promote 
reforms and sustainability were not complied with (para 20). Water supply tariffs need to be 
increased and domestic water meters introduced to reduce water demand, reduce operational 
costs, and introduce volumetric metering as originally intended. 
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41. The sustainability of SWM in Bhopal and Indore is also less than likely as the solid waste 
landfills are not being operated correctly. User charges need to be increased, proper management 
of the landfill commenced, while leachate treatment, recycling, and other environmental 
improvement measures must be introduced to reduce bird activity and scavenging, and enhance 
resource reuse. Landfills that are full also need to be remediated, covered, and protected. 

 
42. Compliance with the FIAP covenant in Loan 2456 has not been implemented by the four 
city corporations, O&M costs are not being fully recovered, and revenue collection efficiencies are 
low. The FIAP agreed to achieve (i) O&M cost recovery, (ii) tariff collection efficiency, (iii) reduction 
in nonrevenue water, (iv) the specified metered tariffs in rupees per cubic meters, and (v) the 
specified sewerage tariffs as nominated 30%–40% of water supply tariff to be introduced by 
2011.11  No sewerage surcharge was introduced (footnote 10) and institutional and financial 
development effectiveness in the four city corporations were variable. For water supply, only 
partial implementation of the O&M cost recovery from user charges was achieved as no 
volumetric but only a flat domestic water tariff was imposed. Only 11%–47% recovery of water 
tariffs was achieved. These FIAP requirements have not been met and the O&M of completed 
infrastructure and project sustainability is, therefore, endangered.12 

 
43. The validation, therefore, views the project less than likely sustainable. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Preliminary Assessment of Development Impact 

44. The PCR did not formally rate the project impact but referred to positive economic growth, 
poverty reduction, improved water supply coverage, capacity building of institutions, and longer-
term capacity in the sector to address gender issues as indicating positive impact arising from the 
project. 

45. The revised 2008 DMF impact was economic growth enhanced in a sustainable manner, 
and poverty reduced in the four city corporations of Madhya Pradesh (footnote 9). 
 
46. The growth rate in gross state domestic product at constant prices in Madhya Pradesh 
increased from 5.31% in FY2006 to 10.19% in FY2014. Poverty in the urban areas of the state 
was reduced significantly, from 42.7% in FY2005 to 21% in FY2012. Water supply projects 
ensured coverage and affordable tariffs for most households, including the poor, in project areas 
(footnote 2). 
 
47. The public participation and awareness program aimed to increase the awareness and 
participation of beneficiaries in project implementation. Two community funds under the program 
showed 39,266 people benefited from the CIF, and 47,566 persons benefited from the AIF. The 
project achieved its revised target coverage of 65 slums in the four project cities and promoted 
community ownership of facilities. 

                                                
11 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Supplementary Loan 

to India for the Urban Water Supply and Environmental Improvement in Madhya Pradesh Project. Manila. 
12 IED understands that urban services can be supported through a combination of taxes, transfers, and tariffs, but that 

should be factored into the assumptions in the project’s financial internal rate of return analysis, FIAP, and the tariff 
increase plan in the project design; and that could be adjusted at key junctures, such as during the Supplementary 
Approval stage. 
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48. This validation, therefore, views the project development impact satisfactory. 

B. Performance of the Borrower and Executing Agency 

49. The PCR rated the project performance of the borrower and executing agency highly 
satisfactory, citing regular tripartite review meetings with ADB, timely decision-making, close 
monitoring, and willingness to complete unfinished works beyond the loan closing date.  

50. This validation considers the borrower’s performance as variable. An 18-month delay 
occurred before the signing of Loan 2046 in 2005 due to state elections in November 2003, which 
resulted in a change of state government, and general elections in April–May 2004. Two cities 
withdrew from the project. After loan signing, there were (i) frequent changes of project directors, 
(ii) poor staffing of PIUs, (iii) poor response of contractors in the bidding process, and (iv) 
inordinate delay by ULBs in approving contract award. The ULBs were also hesitant about using 
ADB loan proceeds as JNNURM was providing financing on more attractive terms of a 70:30 ratio 
(grant: local funding). 

51. The delay in start-up seriously affected the initial progress of the project. At the beginning 
of project implementation, the city corporations used the existing project implementation 
procedures as opposed to ADB sector loan practices. This resulted in a lengthy decision-making 
process. The use by the government of Madhya Pradesh’s schedule of rates (e.g., state-imposed 
ceilings on prices that were periodically updated but did not necessarily reflect market rates) led 
to substantial variation in bid prices from the cost estimate of larger contract packages.  
 
52. This validation views the borrower’s performance satisfactory inspite of the flaws in its 
performance. 
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
53. The PCR rated the performance of the ADB and cofinanciers satisfactory, citing regular 
review missions, closely monitored project progress, transparent procedures, and interaction with 
the mayors of the city corporations, as needed. 
 
54. However, ADB contributions during the preparation stage could have been better. Issues 
regarding the soundness of the project preparatory technical assistance (PPTA) cost estimation 
and use of the government of Madhya Pradesh’s schedule of rates led to substantial variation in 
bid prices from the cost estimates. Schedule of rates were state-imposed ceilings on prices that 
were periodically updated but did not necessarily reflect market rates. The high bid prices in 
excess of the consultant’s cost estimates led to the project’s slow start and contributed to the 
necessity of a supplementary loan and successive project delays.  The PPTA cost estimates 
should have been reviewed and amended by ADB urban specialists with experience of similar 
urban projects in India. Higher physical and financial contingencies should have been applied in 
the cost tables. 
 
55. The adequacy of ADB supervision during project implementation was, however, highly 
satisfactory. ADB worked hard during 2006–2007 to get the project back on track. Regular 
missions were mounted to review progress and assist the executing agency. This led to the big 
improvement in performance noted during that period. Throughout the 12 years of project 
preparation and implementation (2003–2014), ADB staff undertook regular review missions and 
closely monitored project progress. Necessary advice was provided, and discussions were 
facilitated among the four city corporations, the PMU, the PIUs, and the state and central 
governments. ADB helped build PMU and PIU capacity by providing training on project 
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implementation in other regions, and offered continuous support. The state government identified 
cumbersome documentation requirements as one area where ADB might improve. Legal support 
from ADB in interpreting contract clauses is another area where ADB could assist in future 
projects.  

 
56. Taking these circumstances into account, this validation considers the performance of 
ADB and the UN-Habitat satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 

A. Overall Assessment and Ratings 
 

57. The PCR rated the project successful for being relevant to the policies of the government 
and ADB, and for being effective in sustained improvements of the water supply, sanitation, and 
SWM, which induced better living conditions and healthier living environments. The PCR also 
rated the project efficient with reconfirmation on completion of the reconfirmed project’s economic 
viability. It also rated the project likely sustainable. 
 
58. Overall, this validation assesses the project relevant, effective, and efficient but less than 
likely sustainable, and with an overall assessment of successful. 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Effective  

Efficiency  Efficient Efficient  

Sustainability Likely 

sustainable  

Less than likely 

sustainable 

Given that O&M costs were not fully 
recovered, revenue collection 
efficiencies were low, FIAP 
requirements were not met—the O&M of 
completed infrastructure is endangered. 

Overall assessment Successful Successful  

Preliminary assessment 

of impact 

Not rated Satisfactory  

Borrower and executing 

agency 

Highly 

satisfactory 

Satisfactory Borrower performance was variable, 
with frequent change of project 
directors, poor staffing of PIUs, poor 
response of contractors, and delay by 
ULBs in approving contract award. 
However, the borrower worked with 
ADB missions to improve project 
performance, hence, achievement 
became satisfactory. The borrower did 
not achieve high performance standards 
at all stages of the project. 

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory  

ADB = Asian Development Bank, IED = Independent Evaluation Department, O&M = operation and maintenance,  
PCR = project completion report, ULBs = urban local bodies. 
Note: From May 2012, IED views the PCR rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source:  ADB Independent Evaluation Department. 
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B. Lessons 

59. This validation agrees with all the lessons identified in the PCR, particularly on the need 
for household connections to be a part of the project scope, which was one reason why sewage 
was not reaching the completed STP in Jabalpur. Additional consideration should be given to 
check and review the cost estimates by consultants during PPTA, and this needs to be more 
regularly conducted in India’s norm. Alternatively, a review of cost estimates by an independent 
contractor could be undertaken before approval, or as soon as the PMU consultant firm is 
fielded. 

 
C. Recommendations for Follow-Up  
 
60. This validation agrees with all the recommendations identified in the PCR.13 This validation 
recommends (i) a follow-up on the FIAP and (ii) a follow-up on the sewage that is not delivered to 
completed STPs. 

 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
61. International BME specialists were included in the project management consultant team 
and data collection and monitoring were undertaken throughout the project. ADB worked hard in 
the initial period to get the project back on track, and ADB missions were able to access available 
data that assisted in the monitoring of safeguards. However, baseline data was not collected for 
waterborne diseases, flood damage, and employment data so improvements arising from the 
project were difficult to assess.  Sex-disaggregated data were also not collected making it difficult 
to assess the extent of project improvements positively affecting women. Benefits—such as 
health cost savings due to improved sanitation, and reduction in incidence of vector-borne 
diseases—were also not quantified. A qualitative assessment of other components showed that 
they helped improve the overall environment of the project areas and the quality of life of 
individuals. The steps taken during the project to identify project implementation issues using data 
supplied was identified in the PCR’s assessment.  
 
62. Given the regular ADB review missions, closely monitored project progress, and the 
extensive involvement of BME consultants during project execution as well as on the project’s 
collection of relevant data on outcomes and outputs to monitor and inform decision-making and 
resource allocation within the project, this validation finds the quality of the PCR’s assessment 
satisfactory. 
 
B. Comments on Project Completion Report Quality 
 

                                                
13 These recommendations are (i) interconnections of existing and new water supply pipes, (ii) works to ensure the 

continuity of sewerage networks, (iii) the laying of pipeline for sewage flow to STPs, (iv) restoration of power to the 
pre-treatment facility, (v) engagement of an independent agency for O&M of the STP at Jabalpur, (vi) the execution 
of household service connections in Bhopal in 3 months, and (vii) monitoring by the UADD. 



11 
 

63. This validation finds the quality of the PCR satisfactory. The PCR was well written and 
comprehensive. The consistency of information in the PCR could have been improved. The 
closing date in the main text of the PCR was not consistent with the basic data in the PCR, and 
with the data by ADB Controllers. 
 
C. Data Sources for Validation 

64. The following data were used in preparing this validation report: 
(i) Guidelines for the Evaluation of Public Sector Operations, ADB, April 2016 
(ii)        Project Completion Report, July 2016 
(iii)        Management Review Meeting Minutes on 25 April 2008 
(iv)        Staff Review Committee Minutes on 24 June 2008 
(v)        Report and Recommendation of the President (Loan 2046) 
(vi)        Report and Recommendation of the President (Supplementary Loan 2456) 
(vii)        Aide Memoires, April 2012 and February 2013 
(viii)  EIRR and financial internal rate of return calculation on completion, March 2016 
(ix)        Excel spreadsheets, ULB financial statements 

D. Recommendation for Independent Evaluation Department Follow-Up 

65. A study on how to better anticipate, quantify, and manage currency fluctuations and the 
financial contingency component of urban project loans, given this experience in the Madhya 
Pradesh project, is recommended. 
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