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I. PROJECT DESCRIPTION 

A. Rationale 

1. During project preparation, it was noted that the economy and population of Karachi 
had expanded significantly, but few investments had been made in the city’s urban 
infrastructure over the previous decades.1 Inadequate infrastructure and services were 
adding to business and household costs, adversely affecting Karachi’s urban and natural 
environments, and decreasing the city’s competitiveness in the region. It was also noted that 
the government’s recent devolution policy was potentially useful but many outstanding 
issues needed to be addressed including (i) fiscal imbalance and unclear and incomplete 
allocation of responsibilities among the different levels of the government, and                     
(ii) inadequacy of the cities’ and towns’ financial and technical capacities to fully meet their 
new responsibilities within the devolved framework. There was an increasing recognition that 
the growing gap between urban infrastructure demand and current supply could not be met 
through traditional government sources, including those from local government revenues, 
subsidies, and transfers from the higher levels of government, and that some innovative 
methods for financing urban development suitable for Pakistan’s economy had to be 
identified. 
 

1 ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Technical 
Assistance Loan to the Islamic Republic of Pakistan for the Mega City Development Project. Manila. 
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B. Expected Impact 

2. The technical assistance (TA) loan project was developed to support the designing of 
a series of complementary interventions with the intended cumulative effect of speeding up 
the sustainable development process of the city. The expected impact of the TA loan was an 
enhanced and sustained contribution of Karachi to national development and sustainable 
improvement in the quality of life for the city residents, including the poor. The TA loan was 
intended to identify innovative practices in urban development, including financing 
modalities, and to build capacity for urban planning and implementing urban development 
projects.  
 
C. Objectives or Expected Outcomes 

3. The project was expected to (i) improve urban planning, management, and financing; 
(ii) expand urban infrastructure and services; (iii) ensure a sustainable and efficient financing 
mechanism for urban infrastructure; and (iv) increase investments for improving and 
expanding megacity infrastructure and services. The report and recommendation of the 
President to the Board of Directors (RRP) (footnote 1) envisaged that (i) by 2006, 
establishment of the specialized megacity financing vehicle would be underway; (ii) by 2009, 
subprograms of capacity building facility for urban management and the reactivation of the 
city community board would have been implemented; (iii) by 2009, infrastructure subprojects 
prepared under the TA loan would have been selected for funding by the Asian Development 
Bank (ADB) and other donors; and that the enhanced project preparation capacity in the City 
District Government of Karachi (CDGK) would have been established. 
 
D. Components and Outputs 

4. The TA loan was designed into four parts: (i) Part A: Capacity Building Facility,        
(ii) Part B: Project Preparation Facility, (iii) Part C: Establishment and Development of a 
Specialized Financing Vehicle (SFV), and (iv) Part D: Support for TA Loan Management. 
These are briefly elaborated below. 
 
5. Part A was to build the capacities of the CDGK; town municipal administrations 
(TMAs); and utilities in urban planning, management, and financing as these are applied as 
commercial principles in the provision of infrastructure and services. Part B was to assist in 
the preparation of bankable projects that may subsequently be funded by ADB in its lending 
assistance to Karachi. Part C sought to establish and operationalize an innovative financing 
vehicle for megacity infrastructure investments, which would act as (i) an efficient conduit for 
channelling ADB and other funds to the city, (ii) a catalyst for reforming the city agencies, 
and (iii) an agent to mobilize funds from nongovernment sources for large-scale capital 
investment needs. Finally, part D was to support and enhance the government’s ownership 
of the investment projects, capacity building, and institutional reforms. The RRP identified 
output level indicators for all four components along with timelines for these to be completed.  
 
6. Noting the significance of the project and due to the strong demand from the three 
levels of government for an SFV for the megacity, the RRP indicated that the feasibility and 
design of the SFV would be undertaken by a parallel TA project2 to be provided by ADB 
ahead of commencing the TA loan implementation. Upon completion of the feasibility study 
and design of the SFV, the TA loan, then, would assist in establishing and operationalizing 
the vehicle (footnote 1, p.7, para. 29).  
 

2  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Technical 
Assistance to the Islamic Republic of Pakistan for Preparing the Mega City Sustainable Development Project. 
Manila. 
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E. Provision of Inputs  

7. The total cost of the project was estimated at $13.33 million equivalent, comprising a 
foreign exchange component of $6.46 million (48%) and a local currency component of 
$6.87 million equivalent (52%). A loan of $10.00 million equivalent in special drawing rights 
from ADB's special funds resources was to be provided. ADB financing was to support the 
consulting services requirements of 145 person-months of international and 430 person-
months of domestic consultants.  

 
F. Implementation Arrangements 

8. To expedite implementation, the Government of Sindh and the CDGK requested for 
an advanced engagement of consultants for Part D to support TA loan management and 
other subprojects of high priority. The engagement was expected to advance the work to the 
stage of evaluating the technical proposals.  
 
9. The Project Support Unit (PSU) was established in the Finance Department of the 
Government of Sindh, headed by a full-time project director and staffed with suitably 
qualified personnel. The PSU was to oversee the overall project and be responsible for 
implementing Part C (the specialized financing vehicle).  
 
10. A project steering committee, chaired by the Minister of Finance of Sindh, was 
established. Members included the Minister of Planning and Development, Minister of Local 
Government, the Nazim (city mayor) of CDGK, Additional Chief Secretary (Development) of 
the Planning and Development of Sindh, Secretary of Finance, Secretary of Local 
Government of Sindh, district coordination officer of CDGK, the project director of PSU, and 
two representatives from nongovernment organizations and the academia. This committee 
was to provide policy support, oversee project progress, and facilitate cooperation among 
agencies concerned. It was also to ensure the timely undertaking of reform actions; to 
establish and operationalize the SFV; and to implement organizational development, 
revenue mobilization, financial management, and other reforms at CDGK and TMAs.  
 
11. The CDGK was the implementing agency for Part A (Capacity Building Facility) and 
Part B (Project Preparation Facility). A Project Working Group (PWG), chaired by the district 
coordination officer, was to be formed to provide oversight for all operational matters and 
coordination work with Part C. The PWG had specific responsibility for approving the 
prioritization of subprojects, final terms of reference, and consultant selection for subprojects 
under parts A and B prior to their submission to the PSU for onward transmittal to ADB.  

 
12. Coordination with the TMAs was to be maintained through an ad hoc district–town 
coordination committee chaired by the district coordination officer and consisting of chief 
officers of TMAs. The committee was to meet quarterly to ensure that feedback was 
obtained from the TMAs regarding subproject prioritization and selection. A local support unit 
(LSU) was established in CDGK to plan, implement organizational development, and 
coordinate those activities and individual programs of Parts A and B. The LSU, in close 
consultation with subproject units and working under the PWG, was responsible for 
processing consultant recruitment, who will in turn undertake feasibility studies, capacity 
building, or other technical assistance work under Parts A and B. The PSU was responsible 
for consultant recruitment activities related to Part C. 
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II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation  

13. The project completion report (PCR) rated the project design partly relevant at the 
time of appraisal.3  It acknowledged that there was a clear need for the intervention but that 
“the design was too complex” (para. 24) implying that there were too many layers, parts, 
components, and subcomponents under the project. All of these required significant reform 
measures, coordination, and consensus among multiple stakeholders. However, there was a 
lack of consensus among decision makers about subsector focus. These factors, combined 
with implementation delays, caused project “failure.” This validation confirms that the 
commitment by government stakeholders was not adequately firmed up at the time of 
appraisal and this was a significant weakness of the project design. A number of 
consultations were undertaken, but an adequate level of agreement was not achieved.4 
 
14. Although the PCR noted that the Government of Sindh and ADB recognized the need 
for a long-term and holistic approach to Karachi’s large-scale needs for infrastructure and 
reforms, this validation is of the view that the recognition did not lead to a clear commitment 
to steps required for undertaking urban reforms in Karachi. There is no evidence that project 
proposals as designed were relevant to the key stakeholders or that they recognized the 
potential of the project and acknowledged its role in promoting sustainable urban 
development in Karachi. The PCR also mentioned the lack of consensus about “the scope of 
MFF (multitranche financing facility)” although there is no MFF in the RRP as this was 
introduced in ADB later on. 
 
15. In November 2008, the borrower requested ADB that a large portion ($8.3 million 
equivalent or 83%) of the loan be cancelled prior to the official closing date because of 
significant underutilization, which was a result of slow and ineffective mobilization of 
consultants and lack of consensus and coordination among key stakeholders. There is no 
evidence that the government made efforts to enhance relevance during implementation. 
There are no efforts to suggest that the project design was consistent with the priorities of 
the executing and implementing agencies. Therefore, this validation downgrades the rating 
of the project to irrelevant. 
 
B. Effectiveness in Achieving Project Objectives 

16. The PCR rated the project ineffective. The project did not achieve any planned 
outcomes except for three studies, namely, the Malir Bund Road Study, Developing IT 
Platform for Tracking and Maintenance Study, and Forestation and Aesthetic Plantation 
Study (PCR, footnote 4). Although implementation risks were clearly identified during project 
design, neither the government nor ADB was able to mitigate and manage complications 
arising from the varying emphases and the resulting differences among the decision makers. 
For example, the CDGK sought comprehensive and large support for various urban 
services, while the provincial government wanted to focus support only on urban transport. 
Thus, the project implementation suffered from a lack of unanimity. This validation also rates 
the project ineffective.   
 

3 ADB. 2010. Completion Report: Mega City Development Project in Pakistan. Manila 
4 For example, the correspondence between the Government of Sindh and ADB dated 3 June 2005 strongly 

disagreed with conclusions drawn from joint meetings with ADB. Although the correspondence refers to a very 
early meeting, it showed that the government was not promoting the proposed project as an owner of the 
project, which was a strong warning to the project design team. 
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C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

17. The project was assessed inefficient by the PCR. Only a small portion of the 
resources was utilized. The project also suffered significant delays at various stages. 
Whatever utilization was done, it did not result in the achievement of the intended impact or 
outcomes. The PCR suggested that the design was too complex and this may have 
contributed to the difficulties during implementation. There was also no clear scheduling of 
consultant inputs to the project in the RRP.  
 
18. The PCR noted that detailed government audits of the counterpart funds for the 
Karachi TA loan identified misuse of funds and various unauthorized expenditures. This 
suggests that there was inadequate oversight and monitoring during implementation of the 
project. This validation also rates the project inefficient. 
 
D. Preliminary Assessment of Sustainability 

19. The PCR assessed the project unsustainable. The PCR noted the lack of consensus 
on any of the subcomponents suggesting likelihood of sustainability. For example, the 
federal government, the Government of Sindh, and the CDGK could not agree even on the 
approach and scope for the Karachi Strategic Master Plan 2020. There was not enough 
commitment to the project to reach an agreement to recruit the array of consultants who 
might have been able to facilitate consensus on the approach and scope for the plan. 
Similarly, the project preparation facility had potential to become a self-standing entity with a 
follow-on MFF arrangement. However, given the lack of commitment, this potential was not 
realized. This validation, therefore, agrees with the PCR and assesses the project 
sustainability unlikely. 
 
E. Impact  

20. The PCR did not provide an assessment of the likelihood of achieving the impact of 
the project. In the absence of any output and outcomes, the impact level indicators and 
targets presented in the design and monitoring framework were neither applicable nor used. 
This validation rates the project impact negligible.   
 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and or Executing Agency 

21. The PCR rated the performances of the borrower and executing agency 
unsatisfactory. The executing agency was unable to negotiate any consensus to move 
ahead with the project. The TA loan and the ensuing ADB assistance were premised on the 
finalization of the proposed Karachi Strategic Master Plan 2020. The Japan International 
Cooperation Agency (JICA) had provided support to the CDGK. Further financial assistance 
was set aside to help finalize the plan. However, despite the elaborate agreed 
implementation arrangements, the federal government, the Government of Sindh, and the 
CDGK could not come to a consensus about the project.  
 
22. The PCR considered the Sindh Department of Finance to have adequate capacity as 
the executing agency, and the mandate and a cadre of professional staff to provide strategic 
and policy guidance to champion the project. However, the executing agency had to consult 
with the CDGK on the recruitment of most of the consultants, either directly or through the 
PSU or LSU, at two different institutional levels. This led to duplication of work, 
disagreements, and wastage of efforts. This validation also rates the borrower’s and 
executing agency’s performances unsatisfactory. 
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B. Performance of ADB 

23. The performance of ADB was also assessed by the PCR unsatisfactory. The PCR 
noted that the project design and implementation arrangements were too complex and 
ambitious. The project concept started with a clearly agreed multisectoral intervention, 
designed through extensive consultation with the Government of Sindh and CDGK. 
However, this agreement was not firmed up, and could not be sustained. The project lacked 
sufficient risk mitigation measures including effective oversight and monitoring. 
Implementation problems were noted and agreed upon in the January 2008 ADB mission, 
and at the time of the portfolio “spring cleaning” exercise. ADB suggested that the project be 
refocused and made more targeted but without any results. Aside from design limitations, 
the efforts of ADB to ensure and encourage agreement by all stakeholders did not bear any 
fruits.5 This validation also rates the ADB performance unsatisfactory. 
 
C. Others 

24. The RRP noted that the TA loan was not expected to have any adverse 
environmental or social impacts in its capacity building and project preparation activities. It 
confirmed that the TA loan would ensure the development of environmentally and socially 
viable lending and non-lending projects and that follow-on projects would be prepared in 
compliance with the social safeguard policies of ADB (on involuntary resettlement and 
indigenous peoples). However, there were no follow-on loans (or non-lending projects). 
 
25. The PCR also noted that, technically, most covenants have been almost entirely 
complied with. This validation, however, notes that Covenant 13 (PCR, Appendix 3) 
concerning project performance monitoring and evaluation systems were not complied with. 
The covenant required that the Government of Sindh and CDGK shall develop project 
performance evaluation monitoring system for the project and each subproject including      
(i) setting performance targets, (ii) monitoring performance against the targets,                   
(iii) monitoring the benefits, (iv) evaluation of performance, and (v) a reporting schedule 
acceptable to ADB. No explanation for the lack of compliance was provided in the PCR. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

26. The overall rating of the PCR on the project is unsuccessful. It rated the project partly 
relevant, ineffective, inefficient, and unsustainable. The stakeholders of the project did not 
reach a consensus about the scope of the project. It turned out to be the major limitation of 
the project design.  
 
27. There is no indication that the project design was consistent with the government’s 
priorities, thus, the project was rated irrelevant by this validation. ADB inception and review 
missions have run into delays and insurmountable bottlenecks. These difficulties should 
have alerted the internal review system. However, the performance monitoring ratings 
indicated satisfactory performance on both development objectives and implementation 
progress during the implementation period from 30 June 2006 to 30 August 2009. This 
perhaps masked the problem and prevented it from getting any higher-level interventions. 
Thus, the project monitoring system failed to provide a timely signal for the severe 
implementation problems. This validation rates the project unsuccessful (see table).  
 
  

5  There were 27 consultations or project-related missions undertaken from ADB headquarters to Karachi over 
the years in an attempt to push this project forward. Over time, as the varying layers of stakeholders were 
drawn from opposing sides of the political spectrum, it was simply impossible to attain any consensus. 
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Overall Ratings 
 

Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Partly relevant Irrelevant There is no indication that the project 
design was consistent with the 
government’s priorities. There is also 
no evidence that the government 
made any efforts to enhance 
relevance during implementation. 
Some 83% of the loan was cancelled 
(PCR, para. 14). 

Effectiveness in achieving 
outcome 

Ineffective Ineffective  

Efficiency in achieving 
outcome and outputs 

Inefficient Inefficient  

Preliminary assessment of 
sustainability 

Unsustainable Unlikely  

Overall Assessment Unsuccessful Unsuccessful  
Borrower and executing 
agency 

Unsatisfactory Unsatisfactory   

Performance of ADB Unsatisfactory Unsatisfactory  
Impact Not rated Negligible  Refer to para. 20. 
Quality of PCR  Satisfactory Refer to para 24. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report.  
Source: ADB Independent Evaluation Department. 
 
B. Lessons  

28. The PCR noted that at government levels (Sindh and CDGK), there was a systematic 
avoidance to tackle various governance and institutional issues, and to address reforms 
required for responding to these challenges. ADB, the Government of Sindh, and the CDGK 
should have been far more insistent at the outset of the project on issues related to critical 
reform and governance than was the case in this project. 
 
29. The design could have responded to the lack of consensus by encouraging early and 
committed buy-in through a step-by-step enlarging of the scope of urban development 
issues starting with the more manageable small components. In a context where lack of 
commitment by the borrower (and multiple stakeholders) is a known high risk, complex 
projects should be avoided—projects with a small number of stakeholders and with only one 
reform agenda would have more chances of success. 
 
30. ADB should carefully examine the incentives of the executing and implementing 
agencies in utilizing TA resources. It may be noted that other TA loans in Pakistan have 
been fully utilized. 
 
31. In designing projects where lack of commitment is a high risk, a further lesson to be 
noted by project designers is making sure that the risk is mitigated and mitigation measures 
are implemented effectively, most especially when the lack of commitment is a high risk. 
 
C. Recommendations for Follow-Up 

32. A number of project-related and general recommendations were made in the PCR 
with which this validation agrees. Given the low utilization of the project, the PCR and this 
validation agrees that there is no need for any significant follow-up. A structured dialogue 
with the Government of Pakistan on how best to support the range of needs identified for this 
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project is also recommended. It is further recommended that ADB and the government take 
advance actions ahead of project approval to jump-start the procurement of services so that 
the required resources are available upon project approval. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

33. The project performance and monitoring system was inadequate. This validation 
notes that Covenant 13 concerning project performance monitoring and evaluation systems 
was not complied with. 
 
B. Comments on Project Completion Report Quality 

34. This validation assesses the quality of the PCR satisfactory. It provided a coherent 
analysis, with good story line of why this project was finally rated unsuccessful. Its rating for 
each criterion reflected good understanding of the project and the rating system. The PCR 
provided sufficient evidence and information to support the ratings under various criteria, and 
the presentation was candid. 
 
C. Data Sources for Validation 

35. The sources of data for this validation were the project’s RRP, PCR, back-to-office 
reports, aide-mémoire, and related correspondence.  
 
D. Recommendation for Independent Evaluation Department Follow-up  

36. No IED follow-up is required. 
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