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I. PROJECT DESCRIPTION 

A. Rationale 

1. In 2005, India’s road network consisted of national highways, a secondary road system 
comprising state highways and major district roads, and a tertiary system consisting mainly of 
rural roads. In the rural areas, where 70% of India’s population was located, many villages relied 
on earth tracks that were unsuitable for motorized traffic and impassable during the rainy season. 
In areas where all-weather road connections were provided, the standard of rural roads was low, 
maintenance was poor, and many roads were in need of rehabilitation. These conditions of the 
rural road network cut off rural communities from economic centers, thus resulting in slow growth 
and development. 
 
2. The Prime Minister’s Rural Roads Program or the Pradhan Mantri Gram Sadhak Yojana 
(PMGSY) was launched in 2000 to address the problem of lack of rural road connectivity. An 
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estimated Rs1.3 trillion or about $30 billion was required to fund the PMGSY. Initially, about 50% 
of special excise duty on high-speed diesel was identified as a source of funding. However, this 
was estimated to be only about Rs24 billion annually or $0.5 billion. Due to this insufficiency, the 
government sought funding assistance from external agencies.  
 
3. The Government of India requested the Asian Development Bank (ADB) for a multitranche 
financing facility (MFF) of $750 million over a 5-year availability period. This financing aims to 
contribute to the upgrading or construction of about 14,000 kilometers (km) of rural roads in the 
states of Assam, Orissa, and West Bengal; and to provide capacity building for road management 
as part of the PMGSY. The expected total cost of the projects was $2.1 billion with the government 
providing the cofinancing.1 The MFF, under each subsequent tranche or subproject, was to cover 
about one-third of the annual financing required for the planned investment program.2 The MFF 
was considered an appropriate instrument for long-term cofinancing of a government program 
involving multiple state agencies since it allowed for predictable financing sources and a more 
flexible financing arrangement for a well-defined government program with standard operating 
procedures that are based on an annual program implementation cycle. The third tranche of the 
MFF was to finance the construction and upgrading of 950 km of rural roads in Assam and 720 
km of rural roads in West Bengal, which were part of PMGSY.3 A project completion report (PCR) 
for this third tranche was prepared in July 2016 and is the subject of this validation.4 

 
B.  Impacts, Outcomes, and Outputs  
 
4. The expected impact of the MFF and the third tranche was to contribute to the reduction 
of poverty and deprivation, and support the economic growth of communities connected by these 
roads. The envisaged outcome was improved connectivity of rural communities to markets, district 
headquarters, and other centers of economic activity via investment program roads. Under the 
third tranche, the targeted outputs were (i) construction and upgrading of 1,670 km of rural roads 
to an all-weather standard, and (ii) improved community PMGSY consultation procedures. 

C. Provision of Inputs  

5. The third tranche was approved on 26 September 2008 and became effective on  
5 January 2009, over a month earlier than the loan agreement requirement. The third tranche was 
planned to be implemented over 2.5 years. The loan was scheduled to close on 31 December 
2010 but was extended four times and actually closed on 30 June 2013. At appraisal, the 720 km 
of West Bengal roads were divided into 87 subprojects. At completion, the PCR reported that the 
project had increased to 908 km of roads to be delivered through 116 subprojects, seven of which 
had to be canceled due to lack of bidders, even after several calls for bids. Apart from these 
projects, the PCR reported that the West Bengal activities were generally on track with the 
planned schedule, substantially completed in 2011, and fully completed by June 2013. For the 
final result, West Bengal was able to deliver 843 km of roads through 99 subprojects. For Assam, 
the 950 km of roads were divided into 82 subprojects at appraisal. At completion, the project had 
increased to 984 km of roads done through 142 packages, with a number of these being 
significantly delayed. Initial delays in Assam were due to land and security issues, severe 

                                                
1   ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing 

Facility to India for the Rural Roads Sector II Investment Program. Manila. 
2   ADB approved the first tranche of the MFF on 31 July 2006 for the states of Assam, Orissa, and West Bengal. The 

second tranche was approved on 17 March 2008.  
3   ADB. 2008. Periodic Financing Request Report for Multitranche Financing Facility to India for the Rural Roads Sector 

II Investment Program (Proposed Project 3). Manila. 
4   ADB. 2016. Completion Report: Rural Roads Sector II Investment Program (Project 3) (India). Manila.  
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weather, and unavailability of materials. Another issue was the management of funds 
disbursement, which was addressed by creating a separate account for ADB projects. Later 
delays were due to the state elections, which restricted any procurement during the electoral 
process. The PCR reported that most projects in Assam were substantially completed by June 
2013. The project outputs for Assam consisted of 900 km of road done through 85 projects. By 
October 2015, 59.74 km of rural roads from 22 packages were still being constructed under 
government financing. Three subprojects in Assam were canceled due to the unavailability of land 
and to environmental issues. 

 
6. The total cost of the third tranche was estimated at $168.8 million at appraisal, covering 
road connectivity component and financial charges. Under the financing plan, ADB was to finance 
$130.0 million, with the government providing $38.8 million. The actual cost was $178.32 million 
equivalent, which is 5.6% higher than what was estimated. This was largely attributed to higher 
contract prices. Due to the cancellations of subprojects, $8.27 million of the ADB loan was 
canceled and $121.73 million was utilized. Three subprojects in Assam were dropped, which 
resulted in the cancellation of about $3 million of the loan amount. Before loan closing, the 
government requested a second partial loan cancellation amounting to $5.27 million. Consulting 
services were financed by other ongoing loans under the MFF. There was no advisory technical 
assistance attached to the third tranche.  

D. Implementation Arrangements  

7. The implementation arrangements were undertaken as envisioned during appraisal. The 
executing agencies were the Ministry of Rural Development (MORD) at the central level, and the 
state governments at the state level. The MORD, with technical and management support from 
the National Rural Roads Development Agency, was responsible for the overall project 
supervision and execution. At the state level, the project was coordinated by the standing 
committee established for the PMGSY’s implementation, comprising senior officials of the project 
department, and the Finance, Forest, and Revenue departments, among others. The 
implementing agencies for the third tranche project were the Assam State Road Board and the 
West Bengal State Rural Development Agency. The Assam State Road Board implemented 
projects in 26 districts in Assam, while the West Bengal State Rural Development Agency 
implemented projects in 18 districts in West Bengal through the district-level project 
implementation units.  
 
8. As designed at appraisal, the National Rural Roads Development Agency engaged a 
technical support consultant (TSC) to support the project states in implementing the project. The 
TSC deployed a team of experts comprising social development, environment, and road safety 
experts.  The TSC oversaw compliance with loan covenants and ADB procedures, and provided 
the project implementation units with technical support to implement the road safety awareness 
program, including undertaking road safety workshops. Project implementation consultants, 
which were also funded by the precedent tranches of the program, (i) carried out social and 
environmental screening, (ii) identified impacts and mitigation measures, (iii) performed 
community consultations, and (iv) prepared community participation framework documents and 
environmental checklists based on the project’s community participation framework and 
environment code of practice.   
 
9. The PCR noted that of the 38 loan covenants, 36 were fully complied with. Two covenants 
were partially complied with: (i) the government was to obtain timely clearances for construction 
from the Forest, Railway, and Revenue departments wherever this was required; while this was 
generally done, land for some road sections was not available on time, causing project 
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implementation delays; and, (ii) project performance monitoring by the implementing agencies 
were to be done on a regular basis. Although performance monitoring on the socioeconomic 
impacts of the project roads was done with survey results and evaluations for 2008 and 2009, no 
monitoring was undertaken after 2009.   

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

10. The PCR rated the third tranche project relevant. It noted that the project was in line with 
the government’s Tenth Five Year Plan, 2002–2007 and with the succeeding plans.5 It also noted 
that the project was aligned with the ADB country strategy for India and subsequently to the ADB 
country partnership strategy, 2009–2012.6 The MFF modality facilitated continuous improvements 
through the same way that each tranche was prepared. The project design produced outputs and 
outcomes supporting the implementation of the PMGSY. 
 
11. This validation agrees that the MFF modality was appropriate. The government 
established the national rural roads program, covering many subprojects, to be implemented by 
several state agencies with varying skill levels, absorption capacity, and financial preparedness. 
The MFF approach allowed for greater flexibility in financing and implementation arrangements. 
This validation notes that the subprojects to be financed under the third tranche were selected 
based on PMGSY guidelines and in accordance with the financing agreement. The project 
delivered benefits to 1.28 million disadvantaged people living in rural areas, adding to the 
achievements under the first two tranches. While noting that some adjustments were made to the 
project delivery, particularly in Assam, this validation also rates the project relevant and 
particularly recognizes the usefulness of the early adoption of the MFF modality for this project. 

B. Effectiveness in Achieving Project Outcomes and Outputs  

12. The PCR rated the project effective. It indicated that at completion, 1,707.59 km of all-
weather rural roads were constructed or upgraded in Assam and West Bengal, exceeding the output 
target of 1,670 km. The PCR indicated that these roads have connected 667 rural habitations with 
a population of more than 1,000 each. This was slightly less than the anticipated 681 habitations in 
the same category due to the reduction of the number of subprojects (PCR, para. 29). The PCR 
also indicated that roads that were constructed and upgraded were of good quality, and the road 
surface roughness was within the international roughness index for a comfortable ride (index 4–6) 
(PCR, Appendix 1, p. 17). The PCR reported that the average travel time to reach workplaces 
decreased by 45 minutes, and that daily public transport services increased by an average of 115% 
for buses; and 200% for jeeps, vans, and three-wheeled vehicles. However, it was noted that the 
PCR did not cite baseline figures for the above outcomes. 
 
13. Overall, these roads have benefited 1.28 million people and improved the connectivity of 
remote communities to nearby markets, health care centers, government offices, employment 
hubs, and financial institutions. Women benefited from improved proximity to health centers and 
girls benefited from improved connectivity to schools. 
 
14. The third tranche was classified as category B under the ADB environmental 
categorization requirements. An environmental assessment study was prepared for each 

                                                
5   Government of India, Planning Commission. 2002. Tenth Five Year Plan, 2002–2007. Delhi; Government of India, 

Planning Commission. 2008. Eleventh Five Year Plan, 2007–2012. Delhi.   
6  ADB. 2009. Country Partnership Strategy: India, 2009–2012. Manila. 
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subproject. The initial environmental examination concluded that there was to be no adverse and 
long-term environmental impacts. Impacts were anticipated to occur during construction stage 
due to land clearing and pavement construction, hence, appropriate mitigation measures were 
implemented (PCR, para. 38). At appraisal, the impact of the third tranche for involuntary 
resettlement and indigenous people safeguards were both classified as category C. The PCR 
indicated that minimal land acquisition was required and no relocation was needed. Design 
modifications and selection of alternative alignments were done. There was no complaint received 
from affected communities (PCR, para. 40).  
 
15. The PCR noted that the project met its community participation targets. Consultations with 
all affected communities were conducted, grievance mechanisms were put in place, and project 
data information boards were installed at the start of each road to be built. This validation recognizes 
the achievement of the project outcomes and outputs and rates the project effective.   

C. Efficiency of Resource Use  

16. The project was rated efficient in the PCR. The economic internal rate of return (EIRR) 
was reestimated at 17% for the entire project. The PCR recalculated the EIRR for Assam at 
12.5%, which was lower than the appraisal estimate of 15.6%. This was attributed to higher 
investment costs and prolonged implementation period. For West Bengal, the reestimated EIRR 
was 23.1%, which was higher than the appraisal estimate of 20.1%. This was attributed to the 
much higher traffic volumes on project roads. The PCR noted that the sensitivity analysis showed 
that although the project was still economically viable, a combined 20% maintenance cost 
increase and 20% benefit reduction could result in a marginally viable project. 

 
17. This validation also notes that the actual completion date was about 2.5 years behind 
schedule. Despite the delays, the project’s economic benefits appear sufficient enough to support 
the efficient rating. This validation also rates the project efficient. 

D. Preliminary Assessment of Sustainability  
 
18. The PCR rated the project likely sustainable. The PMGSY guidelines require the civil 
works contractors to maintain the roads for 5 years after construction. After this 5-year liability 
period, the State Rural Roads Development Agencies are to be responsible for road maintenance 
while zilla panchayats 7  are to participate in maintenance planning and prioritization of 
maintenance activities. The PCR indicated that in 2010, the MORD introduced a mechanism to 
ensure that state governments provide timely and adequate funding for the maintenance of the 
PMGSY roads during the 5-year post-construction period—by requiring each state government 
to estimate annual requirements for maintenance funds for all in-force PMGSY contracts and to 
commit to adequate maintenance. State governments were also required to deposit the 
maintenance funds into the maintenance accounts of State Rural Roads Development Agencies, 
in two installments each year (PCR, para. 34). 
 
19. The PCR also indicated that funding for the maintenance of PMGSY roads after the  
5-year post-construction period is to be provided through grants-in-aid from the government. The 
funding allocation is equivalent to 90% of the estimated requirement to maintain PMGSY roads.8 
As this project was the third loan under the investment program, gains from previous institutional 
capacity building for road construction and maintenance were being consolidated. The PCR noted 

                                                
7  Village or small-town governments. 
8   This was recommended by the 13th Financial Commission in its report covering the period 2010–2015. 
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that project roads were well maintained and the funds and capacity for road maintenance were 
sufficient. 
 
20. This validation is of the view that routine and periodic maintenance of PMGSY roads 
beyond the 5-year post-construction period is likely as the PMSGY is a priority government 
program. On these bases, this validation rates the project likely sustainable.  

III. OTHER PERFORMANCE ASSESSMENTS 

A. Preliminary Assessment of Development Impact 

21. The PCR rated project impact significant. It indicated that connectivity9 has improved rural 
living conditions by giving communities more reliable and rapid access to outside products, services, 
information, and social links.  Providers of goods and services have improved access to rural 
communities and the scope for social contacts has increased. For example, the PCR found that the 
project has helped reduce the number of uneducated inhabitants by approximately 8%. Access 
to health care for rural communities was substantially improved, especially during the rainy 
season in some habitations. The frequency of clinic or hospital visits has increased by 5% for 
those visiting at least once a month. Finally, being able to access large and more distant markets 
to sell agricultural products has increased farmers’ incomes, and contributed significantly to 
poverty reduction in the project areas. The presence of all-weather roads has, directly and indirectly 
contributed to improvements in connectivity, transport, access to government facilities and services, 
livelihoods, commercial activities, education, health, enhanced land values, access to building 
materials, social interactions, and gender empowerment (PCR, para. 33). However, this validation 
is of the view that attributing these socioeconomic impacts solely to the project is difficult. This 
validation recognizes that roads are certain contributors to the important impacts and, thus, rates 
the project’s impact satisfactory.  
 
B. Performance of the Borrower and Executing Agency 

 
22. The PCR rated the performance of the borrower and the executing agencies highly 
satisfactory. During implementation, organizational arrangements were established by the 
government to ensure competent project support. Although the executing agencies closely 
monitored construction progress and regularly coordinated activities for quality control, a total of 
31 months delay occurred, requiring multiple project extensions. Some of the reasons for the 
delays (e.g., intensive rainy season in 2010) were beyond the control of the executing agencies. 
This validation rates the performance of the borrower and the executing agencies highly 
satisfactory. 

C. Performance of the Asian Development Bank and Cofinanciers 

23. ADB’s performance was rated satisfactory in the PCR. During implementation, ADB 
conducted regular reviews to resolve issues related to the project’s implementation, including an 
inception mission in 2008, five review missions during 2009–2011, and the completion mission in 
2015. During these missions, ADB visited the sites of a number of selected rural roads, checked 
the project’s physical progress, reviewed compliance with social and environmental safeguards, 
and provided advice on various aspects of project implementation. ADB also conducted regular 
procurement and disbursement audits, and provided substantial assistance relating to consultant 

                                                
9  A multiyear study was undertaken to gauge the socioeconomic impacts of the project and investment program. Six 

surveys in 2008 and 2009 monitored a sample of 9% of the habitations connected by the constructed or improved 
rural roads in the states of Assam, Orissa, and West Bengal. 
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recruitment, implementation progress, and loan disbursement. This validation rates ADB’s 
performance satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

24. Overall, this validation rates the project successful, the same rating given by the PCR, 
although PCRs of the first and second tranches were not validated and this PVR did not consider 
the findings and ratings of earlier projects. This validation rates the project relevant. The project 
was consistent with the country and sector strategies, including ADB country and sector 
assistance strategies. This validation rates the project effective. It also rates the project efficient 
and likely sustainable (see table). 

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 Likely sustainable  

Overall assessment Successful Successful  

Preliminary 
assessment of impact 

Significant Satisfactory  

Borrower and 
executing agency 

Highly satisfactory Highly satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory See para. 33 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
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. 

B. Lessons 

25. The PCR identified lessons in two categories: implementation delays and fostering the 
local contractor industry. On implementation delays, the lesson is that land donation issues may 
require longer time to resolve and this could be identified during the subproject selection. On the 
contractor industry, all civil works contractors were local and some were small companies with 
limited resources, overstretching the overall industry in the project areas. Hence, greater 
engagement with local contractors needs to be done by the government to assess their abilities 
to deliver future projects.  

 
26. This validation agrees with the lessons to be learned on the implementation delays and 
fostering of the local contractor industry. The assessment of local contractors’ capacity to 
undertake extensive road construction and improvement works required by the PMGSY program 
should perhaps have been more closely assessed in the design of the MFF. This validation finds 
these lessons appropriate.  
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C. Recommendations for Follow-Up  
  
27. The PCR recommended the following: (i) carry out a long-term socioeconomic monitoring 
program to understand the changes brought about by the investment program, (ii) prepare a 
project performance evaluation report after all project roads have been fully operational for more 
than 3 years, and (iii) provide capacity improvement for rural road development. 
 
28. This validation agrees with the project-related recommendations, especially on the 
recommendation where ADB, in cooperation with the government, design and carry out a long-
term socioeconomic monitoring program. This will (i) provide a better understanding of the extent 
of beneficial impacts of the investment program; (ii) identify potential adverse impacts, if any; and 
(iii) undertake policy adjustments to mitigate the impacts—for future rural road operations in India 
and in similar countries.  
  
29. This validation also agrees that a capacity building and human resource development 
program could be designed and incorporated in future projects. Advanced road asset 
management concepts and tools could be included to maintain the operational performance of 
the growing rural road network effectively and efficiently. Local contractors’ capacity to undertake 
extensive construction and improvement works should also be assessed at appraisal, especially in 
the design of the MFFs.   
 
30. This validation recommends a PCR for the final tranche to cover the overall assessment 
of project design and achievements of the MFF program. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

31. Performance reviews of the subprojects were undertaken and the TSC implemented 
multiyear monitoring of the socioeconomic impacts of the project roads. The monitoring reports, 
with survey results and evaluations for 2008 and 2009, were submitted to ADB. However, no 
subsequent monitoring was carried out. It is noted that further monitoring and evaluation of the 
project’s impacts will be useful. In particular, ADB and the government should closely monitor any 
negative impacts that may develop especially in the areas of road safety, and incidents of HIV/AIDS 
and human trafficking. 

B. Comments on Project Completion Report Quality 

32. The PCR was clear and generally followed the ADB Project Administration Guidelines 
6.07a,10 with a few minor editorial inconsistencies noted. For instance, the performance of the 
borrower is described as highly satisfactory but it is noted elsewhere in the PCR that in Assam 
and West Bengal, institutional capacity for rural road development is inadequate, especially on 
institutional arrangements and in the adoption of modern concepts and techniques (PCR, para. 
50).  
 
33. This validation finds that there was adequate analysis and evidence to substantiate the 
ratings. Safeguard issues are, in general, adequately covered but the PCR did not provide 

                                                
10 ADB. 2009. Project Completion Report for Sovereign Operations: Project Administration Instructions (PIA) 6.07a. 

Manila. 
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sufficient discussion on the partial compliance of covenants on land availability and monitoring. 
On the whole, this validation assesses the quality of the PCR satisfactory. 

C. Data Sources for Validation 

34. This validation is based on reviews of the report and recommendation of the President for 
the overall MFF, periodic financing requests, the PCR for Loan 2445-IND, back-to-office reports, 
loan review mission reports, internal memos, and the government’s PCR.   

D. Recommendation for Independent Evaluation Department Follow-Up 

35. No further IED follow up is recommended. 
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