
 

Validation Report 
November 2018 
 
 
 
 
 
 

Bangladesh: Second Urban Governance and 
Infrastructure Improvement (Sector) Project 
 
 
 

Reference Number: PVR-550 
Project Number: 40559-013 
Loan Number: 2462 



 

 

ABBREVIATIONS 
 

ADB – Asian Development Bank 
EIRR – economic internal rate of return 
EIA – environmental impact assessment 
EMP – environmental management plan 
FIRR – financial internal rate of return 
GICD – governance improvement and capacity development 
GTZ – Gesellschaft für Technische Zusammenarbeit (German 

Agency for Technical Cooperation) 
IEE – initial environmental examination 
KfW – Kreditanstalt für Wiederaufbau (Reconstruction Credit 

Institute) 
LGED – Local Government Engineering Department 
MDS – management design and supervision 
MLGRDC – Ministry of Local Government, Rural Development, and 

Cooperatives 
NPV – net present value 
O&M – operation and maintenance 
PCR – project completion report 
PMO – project management office 
UGIIP-II – Second Urban Governance and Infrastructure 

Improvement Project 
USP – Urban Sector Policy 

 
 

NOTE 
 

In this report, “$” refers to United States dollars. 
 

 
Director General 
Deputy Director General 
Director 
Team leader   

Marvin Taylor-Dormond, Independent Evaluation Department (IED) 
Véronique Salze-Lozac’h, IED 
Nathan Subramaniam, Sector and Project Division (IESP), IED 
Caren Joy Mongcopa, Associate Evaluation Officer, IESP, IED 

 
 

 
The guidelines formally adopted by the Independent Evaluation Department (IED) on avoiding 
conflict of interest in its independent evaluations were observed in the preparation of this report. 
To the knowledge of IED management, there were no conflicts of interest of the persons 
preparing, reviewing, or approving this report. The final ratings are the ratings of IED and may or 
may not coincide with those originally proposed by the consultant(s) engaged for this report. 
 
In preparing any evaluation report, or by making any designation of or reference to a particular 
territory or geographic area in this document, IED does not intend to make any judgments as to 
the legal or other status of any territory or area. 



 
 

 

PROJECT BASIC DATA 
Project Number 40559-013 PCR Circulation Date 21 September 2017 
Loan/Grant Number 2462 PCR Validation Date  Nov 2018 
Project Name Second Urban Governance and Infrastructure Improvement 

(Sector) Project 
Sector and subsector  Transport 

Water and other urban 
infrastructure services 

Urban roads and traffic management 
Other urban services—urban flood protection, 
urban sanitation  

Strategic agenda Environmentally sustainable growth 
Safeguard categories Environment B 

Involuntary Resettlement B 
Indigenous Peoples B 

Country  Approved 
($ million)   

Actual 
($ million) 

ADB Financing 
($ million) 
 

ADF:    0.00 
 

Total Project 
Costs  

167.50 168.41 

OCR: 87.00 Loan/Grant 
 

87.00 82.39 

Borrower 31.70 33.36 
Beneficiaries  0.70 0.70 
Others 
Pourashava 

 
7.30 

 
7.30 

Cofinancier  
 
Kreditanstalt für 
Wiederaufbau 
(KfW) 
Gesellschaft für 
Technische 
Zusammenarbeit 
(GTZ) 

Total 
Cofinancing 

40.80 
 

36.10 
 
 

4.70 

44.66 
 

36.16 
 
 

8.50 

Approval Date 28 Oct 2008 Effectiveness 
Date 

2 Feb 2009 19 Nov 2008 

Signing Date 4 Nov 2008 Closing Date 30 Jun 2015 9 Oct 2016 

Project Officers 
 

 
M. R. Islam 
 
M. S. Alam 

Location 
Bangladesh 
Resident Mission 
Bangladesh 
Resident Mission 

From 
Feb 2009 

 
Jan 2015 

 

To 
Jan 2015 

 
Sep 2017 

IED Review 
  Director 
  Team Leader 

 
N. Subramaniam, IESP 
C. Mongcopa, Associate Evaluation Officer, IESP* 

ADB = Asian Development Bank, ADF = Asian Development Fund, IED = Independent Evaluation Department,  
IESP = Sector and Project Division, OCR = ordinary capital resources, PCR = project completion report. 
*Team members: H. Hettige (Quality Reviewer), A. Brubaker (Principal Evaluation Specialist), F. De Guzman (Senior 
Evaluation Officer), G. Morgan and J. Supangco (Consultants). 
 
 
 
 



 2 

I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. The development of urban infrastructure and service delivery in Bangladesh had not kept 
pace with the rapid urbanization caused by rising migration from rural areas. This has led to acute 
shortages in urban services—for example, piped water of poor quality was only available in a third 
of pourashavas (secondary towns) typically for 2–4 hours a day. Urban areas had no sewerage 
system, except for Dhaka, which was very limited. Only 20% of solid waste was being collected, 
which meant that households had to dump their waste into streets, public spaces, and drains. 
Drainage was underdeveloped and poorly maintained. Roads and pathways would become 
flooded during the monsoon (rainy) season, causing severe traffic congestion and risks to public 
health. The capacity of the country’s roads and bridges could not meet the growing traffic volume, 
causing traffic jams in city centers and limiting the people’s access to economic opportunities and 
social services. 
 
2. According to the report and recommendation of the President (RRP), urban governance 
was weak and lacked effective citizen participation, accountability, and financial management.1 
Pourashavas were governed by elected mayors who dominated decision-making on management 
and had little responsiveness and accountability to the public. Citizens, particularly the poor and 
women, did not have effective avenues for influencing decisions. Pourashavas did not generate 
sufficient revenues and were dependent on budgetary transfers from the government. Local tax 
collection efficiency was low and human resources were limited with many posts vacant and staff 
untrained. Most pourashavas did not have a plan for land use or infrastructure development. 
Investments were also unplanned and discretionary. The absence of urban planning resulted in 
the inefficient allocation of available funds and stressed limited resources. 
 
3. The first Urban Governance and Infrastructure Improvement Project (UGIIP-I) assisted 
selected pourashavas to (i) enhance accountability in municipal management and strengthen the 
capabilities  to provide  municipal services; and (ii) develop physical infrastructure and urban 
services to increase economic opportunities and reduce vulnerability to environmental 
degradation, poverty, and natural hazards. 2 The project promoted the active participation of 
women in municipal management and services, as well as upgraded the conditions of the poorest 
and most needy groups in the slum areas. At completion, the project was said to have contributed 
to significant improvement through (i) a considerable increase in holding tax collection,  
(ii) reduction in the payment backlog of electricity bills, (iii) improved environmental conditions,  
(iv) a better road network, (v) improved water supply in selected pourashavas, and (vi) enhanced 
women’s participation in the administration and operation of pourashavas.3 It had  initiated several 
institutional and sectoral reforms including the new Pourashava Act promulgated in 2009,  
emphasizing the role of town- and ward-level coordination committees, and the draft Urban Sector 
Policy (USP). 
 
4. This Second Urban Governance and Infrastructure Improvement (Sector) Project  
(UGIIP-II) supported the improvement of urban governance, infrastructure, and service delivery 

                                                
1  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of Bangladesh for the Second Urban Governance and Infrastructure Improvement (Sector) Project. Manila. 
2 ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the People’s Republic of Bangladesh for the Urban Governance and Infrastructure Improvement 
(Sector) Project. Manila. 

3 ADB. 2012. Completion Report: Urban Governance and Infrastructure Improvement (Sector) Project in Bangladesh. 
Manila. 
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in 35 pourashavas. 4  The project design adopted the lessons from the UGIIP-I. It kept the 
performance-based allocation of investment funds as a major design feature and as an incentive 
for governance reform. The performance criteria were defined in six key areas: citizen awareness 
and participation, urban planning, women’s participation, integration of the urban poor, financial 
accountability and sustainability, and administrative transparency. Investment funds were to 
improve municipal transport, drainage, solid waste management, water supply, sanitation, 
municipal facilities, and basic services in slum areas. The design improvements compared to 
UGIIP-I were (i) reform progress was monitored quarterly throughout the project; (ii) governance 
improvement and infrastructure development were planned and implemented in an integrated 
manner by developing pourashava development plans (PDPs); (iii) at the first allocation of funds, 
all pourashavas met the minimum criteria of governance improvement; and (iv) six Class C 
pourashavas were included on a pilot basis.5 The project kept the sector loan6 modality instead 
of a sector development program, since the key policies are already in place or in the final stage 
of approval during the period.7 The lending modality is appropriate since a large number of 
subprojects in the sector or subsector were to be financed.  
 
A. Expected Impacts, Outcomes, and Outputs  
 
5. The project’s expected impact was sustained improvement in urban environment and 
quality of life. The envisaged outcome was expanded access to and use of urban infrastructure 
and services and improved urban governance. The expected outputs were (i) developed 
infrastructure and improved service delivery (i.e., municipal transport, drainage, solid waste 
management, water supply, sanitation, municipal facilities, and services in slums like footpaths 
and street lighting); (ii) enhanced citizen awareness and participation (i.e., citizen report cards 
and grievance mechanisms); (iii) improved urban planning (i.e., PDPs, base maps, plans for land 
use, and annual operations and maintenance); (iv) enhanced women’s participation (i.e., project 
gender committees and action plans); (v) enhanced participation of the urban poor (i.e., poverty 
reduction action plans and slum improvement committees); (vi) improved accountability and 
sustainability of pourashava finance (i.e., interim holding tax, tax records, and debts repaid);  
(vii) improved administrative transparency and efficiency (i.e., organizational development plans 
and quarterly reports); and (viii) effective and operational project management system. 
 
B. Provision of Inputs  
 
6. The loan was approved in October 2008 and became effective about 2.5 months earlier 
than planned. The actual loan closing date was in October 2016 although all transactions were 
closed by the original closing date in June 2015. The project had initial delays in recruiting and 
fielding consultants for management design and supervision (MDS) and for governance 
improvement and capacity development (GICD). The validation noted that reasons for the 
contractors’ delays included (i) low contracted rate for the works resulting in the contractors’ 
difficulty to complete the works, (ii) some contractors acquiring works beyond their financial 

                                                
4 Bagerhat, Barguna, Benapole, Bhanga, Bhola, Brahmanbaria, Chandpur, Chowmuhoni, Comilla, Cox’s Bazar, 

Dinajpur, Faridpur, Gaibandha, Ghorasal, Golapgonj, Jamalpur, Jhalokati, Jhenaidah, Kalapara, Kurigram, Mirzapur, 
Munshigonj, Mymensingh, Narail, Nachol, Natore, Noakhali, Parsuram, Rangpur, Satkhira, Sirajgonj, Sreepur, 
Sremongol, Sunamgonj, and Thakurgaon.  

5  Footnote 1, Appendix 4. 
6 The purpose of a sector loan is to assist in the development of a specific (urban) sector or subsector by financing a 

part of the investment in the sector. It is expected to improve sector policies and strengthen institutional capacity. 
7 ADB (South Asia Department). 2008. Minutes of the Staff Review Committee Meeting for the Proposed Loan to the 

People’s Republic of Bangladesh for the Second Urban Governance and Infrastructure Improvement (Sector) 
Project. 7 August (internal). 
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capacity, (iii) abrupt and frequent changes in the market prices of materials, (iv) bad weather, and  
(v) political unrest or shutdowns.8 There was no technical assistance attached to the project. 
 
7. Actual project cost was $168.4 million, marginally above the estimate. There were cost 
increases in (i) infrastructure and service delivery by 13.0%, (ii) GICD by 35.7%, and (iii) project 
management and implementation support by 5.7%. These were offset by the decreases in tax, 
duties, and financing charges during implementation, as well as unutilized contingencies. The 
Asian Development Bank (ADB) financed 49.0% (from an estimated 52.0%) of the project cost; 
Kreditanstalt für Wiederaufbau (KfW), 21.5%; the Government of Bangladesh, 19.0%; 
pourashavas, 4.4%; and Gesellschaft für Technische Zusammenarbeit (German Agency for 
Technical Cooperation, GTZ), 5.0% (from an estimated 2.8%). The lower ADB share was due to 
exchange rate losses. By completion, $82.4 million of the ADB loan had been disbursed and  
$1.3 million canceled. Of the 4,974 person-months planned, 96 person-months were for 
international consultant inputs and 4,878 person-months were for national consultant inputs. By 
completion, 80 person-months of international consultant inputs and 4,390 person-months of 
national consultants were used. The major reduction of 504 person-months was for the MDS, 
while engagement for GICD was 21 person-months fewer than anticipated. Governance program 
development (GPD) engagement increased by 28 person-months; and KfW added an unplanned 
18 person-months of consulting services for the technical audit. 
 
8. The negative impacts identified for this environmental safeguard category B project mostly 
relate to construction activities. Other potential impacts (i.e., groundwater contamination) were to 
be addressed using proper environmental and sanitary engineering technologies. Involuntary 
resettlement was categorized as B since the project was to have limited impact and subprojects 
were not anticipated to result in significant land acquisition or resettlement. Short resettlement 
plans were prepared for sample subprojects with resettlement impacts in two pourashavas—a 
bus terminal and road improvement subproject in Bhanga Pourashava and road improvement 
subproject in Cox’s Bazar. Proposed subprojects that involve significant involuntary resettlement 
were to be rejected. The project is classified category B for indigenous peoples’ safeguard and 
category I for gender mainstreaming. 
 
C. Implementation Arrangements  
 
9. The Local Government Engineering Department (LGED) was the executing agency under 
the supervision of the Local Government Division of the Ministry of Local Government, Rural 
Development, and Cooperatives (MLGRDC). A project management office (PMO) was 
established in the urban management wing of LGED and a project implementation unit was set 
up in each of the pourashavas prior to the start of the project. The inter-ministerial steering 
committee of UGIIP-I was expanded to include a representative from the Department of 
Environment. It met eight times during project implementation. The Municipal Performance 
Review Committee (MPRC) chaired by the Secretary of the Local Government Division of 
MLGRDC conducted the performance-based assessment of the target pourashavas and rated 
each on their eligibility for project fund allocations. The Urban Management Support Unit was 
established in the LGED to provide standard training modules to pourashavas in close 
coordination with the PMO and was the secretariat of the MPRC in assessing the performance of 
pourashavas. Under the guidance of the PMO and with the support of the MDS and GICD 
consultants, the project implementation units headed by the mayors of pourashavas implemented 
the subprojects following the prescribed selection criteria that were instrumental in achieving the 

                                                
8 Government of Bangladesh, Local Government Engineering Department, Project Management Office. 2015. Project 

Completion Report: Second Urban Governance and Infrastructure Improvement (Sector) Project (UGIIP II). Dhaka. 
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intended outcomes. For civil works, 500 contracts were procured and were broken into packages: 
(i) urban transport, 327; (ii) drainage, 57; (iii) water supply, 9; (iv) sanitation, 18; (v) municipal 
facilities, 42; (vi) solid waste management, 18; and (vii) slum improvement, 29. 
 
10. This validation considers the implementation arrangements appropriate and as it improved 
on UGIIP-I implementation arrangements (para. 4). Of the 28 loan covenants, most were complied 
with except for the approval of the USP. The USP approval was pending at completion due to the 
lengthy stakeholder consultation process. However, the visible achievement in the practice of 
citizens’ participation in development activities, enhancing pourashava’s resources and its better 
utilization, among other factors, encouraged the government to adopt the draft USP. Government 
approval of the USP was moved to UGIIP-III.9 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
11. The project completion report (PCR) rated the project relevant.10 It mentioned that the 
project’s design and formulation was aligned with the government’s National Strategy for 
Accelerated Poverty Reduction (2005)11 and 7th Five-Year Plan.12 The 2005 national strategy 
was geared to better utilize urban land for community purposes and for the needs of the poor. 
The project concept was also aligned with the objectives and strategies of the pourashavas as 
mentioned in the 7th Five-Year Plan. The project was aligned with the ADB Country Strategy and 
Program (2006–2010),13 and Country Partnership Strategy 2016–2020 for Bangladesh.14 The 
2005 Country Strategy and Program aimed to play a major role in supporting policy and 
institutional reforms to improve sector governance and increase sector efficiency in urban health 
and urban water supply and sanitation sectors. There were no scope changes during 
implementation. The sector lending modality was suitable as the key policies were either in place 
or in the final stages of approval and was appropriate for a multicomponent project with 
performance-based fund allocations through a phased approach (para. 4).  
 
12. This validation notes the improvement introduced from UGIIP-I lessons and acknowledges 
that the improved design resulted in the timely completion of the project, though there were some 
initial delays. One key design feature was that all pourashavas were to meet the minimum criteria 
of governance improvement in phase 1 (para. 4) and this ensured that governance improvement 
and infrastructure development were carefully planned and implemented in an integrated manner. 
The progress of reform, particularly in governance, was monitored quarterly.15 The phasing of 
project implementation ensured that pourashavas were prepared to implement the investment 
part of the project. The design and monitoring framework (DMF) did not have proper targets for 

                                                
9 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Loan to the People’s Republic of Bangladesh for the Third Urban Governance and Infrastructure 
Improvement (Sector) Project. Manila. 

10 ADB. 2017. Completion Report: Second Urban Governance and Infrastructure Improvement (Sector) Project in 
Bangladesh. Dhaka. 

11 Government of Bangladesh, General Economics Division, Planning Commission. 2005. Bangladesh: Unlocking the 
Potential National Strategy for Accelerated Poverty Reduction. Dhaka. 

12 Government of Bangladesh, General Economics Division, Planning Commission. 2015. Seventh Five-Year Plan   
FY2016–FY2020: Accelerating Growth, Empowering Citizens. Dhaka. 

13 ADB. 2005. Country Strategy and Program 2006–2010 Bangladesh. Manila. 
14 ADB. 2016. Country Partnership Strategy: Bangladesh, 2016–2020. Manila. 
15 ADB. 2012. The Urban Governance and Infrastructure Improvement Project in Bangladesh: Sharing Knowledge on 

Community-Driven Development. Manila. 
 https://www.adb.org/sites/defa ult/files/publication/29976/urban-governance-infrastructure-project-bangladesh.pdf  

https://www.adb.org/sites/default/files/publication/29976/urban-governance-infrastructure-project-bangladesh.pdf
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indicators especially for the infrastructure improvements. Only the number of pourashavas that 
would receive the services were mentioned but not the extent of the service. 
 
13. The performance-based allocation of investment funds was an effective incentive under 
UGIIP-I and was carried over to this project. In phase 1, pourashavas started creating essential 
institutions (i.e., town-level or ward-level coordination committees, and community-based 
organizations). In summary, 51 pourashavas (including the 16 new ones added at the end of 
phase 2) went through the phase 1 process, 47 participated in phase 2, and 31 participated in 
phase 3. Three pourashavas did not pass the phase 2 criteria, while one pourashava was 
upgraded to a city corporation and was no longer entitled for further funding in phase 3. There 
was no infrastructure investment in phase 1 as intended in the design (para. 12). To enter the 
next phase, pourashavas were evaluated based on the performance criteria set out for each 
phase. Those that achieved all seven phase 1 performance criteria proceeded to phase 2 and 
could utilize at most 50% of the investment ceiling. To enter phase 3, pourashavas were rated on 
27 performance criteria in seven governance areas. Those meeting all criteria to a full satisfactory 
level could use at most 50% of the investment ceiling, those meeting all the minimum 
requirements of the criteria satisfactorily could use at most 25% of the investment ceiling, and 
those rated unsatisfactory did not receive any investment funding. Based on the discussions in 
this section, the validation rates the project relevant.  
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
14. The PCR rated the project effective in achieving its outcome and outputs. The improved 
municipal transport facilities decreased traffic congestion and improved access to economic 
opportunities and social services in 47 pourashavas. The average travel time from households to 
the city center declined from 12.4 minutes to 5.2 minutes. Drainage were functioning in 40 
pourashavas reducing the number of households affected by flooding during monsoon from 3,678 
to 36. The coverage of solid waste management increased from 382 square kilometers (km2) to 
458 km2 in 15 pourashavas. Piped water supply increased from 2,670 kilometers (km) to 3,777 
km and the availability of water increased from 6–8 hours to 12–13 hours per day.  Access to 
sanitation increased from an area coverage of 62.3% to 87.0% per pourashava at completion. 
Access to municipal facilities improved (i.e., markets improved; bus and truck terminals expanded; 
bus terminal users grew from 13,176 to 13,683 as the average number of users per pourashava 
increased from 22,202 to 37,479; and municipal park users increased from 1,064 to 2,150). In 
195 slum areas, access to safe water supply expanded from 18.4% to 37.5% of households, and 
coverage of sanitation increased from 39.8% to 75.0%. Given the lack of measurable indicators 
in the DMF, it is difficult to review whether outputs were achieved as envisaged (para. 12). 
 
15. The PCR noted improved urban governance in the pourashavas. The 35 pourashavas 
complied with phase 1 criteria ahead of the timeline; and the 21 pourashavas funded by ADB and 
10 funded by KfW were also ahead of the phase 2 timeline. The 16 new pourashavas (against 
the 15 targeted), complied with phase 1 performance criteria by the timeline. The performance-
based fund allocation approach ensured the capacity of the pourashavas to implement the 
activities in phases 2 and 3 and motivated them to perform better. 
 
16. All subprojects designed and implemented in the 47 pourashavas underwent the 
environmental review process and respective environmental management plans (EMPs) were 
prepared. In phase 1, 117 initial environmental examinations (IEEs) for road improvement, 
drainage, and municipal facilities were prepared. In phase 2, 381 IEEs were prepared for 
subprojects on road improvement, water supply and sanitation, solid waste management, 
drainage network, and municipal facilities. Detailed environmental impact assessments (EIA) 
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were carried out for six subprojects for water supply and waste dump site development to identify 
adverse impacts on the environment. The IEEs and EIAs conducted on 498 subprojects revealed 
no significant or irreversible adverse impacts on the environment, and EMPs were prepared and 
implemented to address the temporary and minor impacts. Following the recommendations of the 
IEE or EIA, the alignment of roads and drains and the location of solid waste disposal sites, in a 
few cases, were changed at the planning stage to minimize adverse impacts. Though incinerators 
were a proposed option for solid waste reduction, this was cancelled due to the risk to the 
environment and community. The impacts of subprojects were mostly limited to the removal of 
trees and boundary walls and shifting business activities during construction. Planting trees along 
the roads and around the markets were common mitigation measures.  Environmental safeguards 
monitoring showed overall compliance of EMPs to be satisfactory. The same were also confirmed 
in Independent Evaluation Department’s (IED) project safeguard assessment.16 
 
17. On involuntary resettlement, the physical and economic displacement of a few people 
affected by the project in 10 pourashavas were properly addressed through the implementation 
of 18 short resettlement plans and the affected people were compensated. A total of 24.8 acres 
of private land affected by the project were acquired from 47 people. The resettlement impacts 
were mostly for removal of 661 trees and for shifting temporary boundary walls and shops. A total 
of 772 households were affected; among them, 528 were for temporary shifting of shops. None 
of the households were significantly affected under the definition of ADB’s Safeguards Policy 
Statement (SPS) of 2009. The total amount paid for land acquisition and resettlement was 
Tk180,748,721. A majority of the affected people removed their trees and temporarily shifted 
structures from government land voluntarily. Written consent of the affected people or local 
community were obtained and documented by the respective pourashava officials.  An Indigenous 
Peoples Development Framework (IPDF) was prepared in 2008 and disclosed in 2009 in 
compliance with ADB’s Indigenous Peoples Policy (1998). During implementation, all the 
subprojects were screened in accordance with the requirements of the IPDF and none were 
considered to present adverse impacts on indigenous peoples.  Ultimately, all subprojects under 
the project were located only within urban areas and did not affect any Indigenous Peoples as 
defined under the policy (footnote 16). 
 
18. A total of 47 pourashavas implemented the Gender Action Plan (GAP) and ensured the 
participation of the poor through representation in the town-level coordination committees, ward-
level coordination committees, and the slum improvement committees. The project increased the 
knowledge, capacity, and ability of 298,748 women and 4,487 men in the pourashavas with regard 
to requesting services and performing citizens’ responsibilities. The fund allocation approach 
ensured that the pourashavas had the capacity to implement the subprojects funded under 
phases 2 and 3 and many civil works contracts were implemented and completed utilizing this 
approach. Based on the discussion, the validation rates the project effective. 
 
C. Efficiency of Resource Use  
 
19. The PCR rated the project efficient in the use of resources. The recomputation of the 
economic internal rate of return (EIRR) and net present value (NPV) of the project at completion 
used a different approach and methodology than at appraisal. The economic analysis at 
completion was based on (i) the total funds spent, for construction, repair, and rehabilitation of 
urban infrastructure facilities; (ii) improvement of governance and capacity of the pourashavas; 
and (iii) project management. The financial costs of capital investment and operation and 

                                                
16 ADB (Independent Evaluation Department). 2018. Project Safeguard Assessment: Second Urban Governance and 

Infrastructure Improvement (Sector) Project in Bangladesh. 1 April (internal). 
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maintenance (O&M) were converted to economic costs using the shadow conversion factor 0.9. 
At PCR, the benefits of the project were estimated and included (i) savings in vehicle operating 
costs and travel time costs, (ii) additional revenues earned from issuance and renewal of trade 
licenses, (iii) rental charges of shops in markets leased to private shoppers, and (iv) rental 
charges from leasing the bus and truck terminals and parks. The recomputed EIRR for the overall 
project was 22.7% and NPV at 12.0% of $124.8 million. 
 
20. The validation considers revenues from issuance and renewal of trade licenses as a 
transfer payment and not a benefit. Assuming rental charges were awarded based on competitive 
bidding, it is considered the willingness to pay of the lessees for the facilities. It also notes that 
the EIRRs and NPVs computed at appraisal were for six pilot subprojects in the pilot pourashavas. 
Their EIRRs ranged from 17.0% to 44.0% and NPVs ranged from Tk15.0 million to Tk48.7 million 
and cannot be compared to those recomputed at completion due to the different number of 
subprojects included. Sensitivity analysis at appraisal showed the project to be robust even under 
adverse conditions, i.e., 20.0% increase in O&M costs or 20.0% decrease in benefits. At PCR, 
the sensitivity analysis was less stringent, i.e., 10.0% increase in O&M costs. At validation, only 
savings in vehicle operating and travel time costs and rental charges for shops, bus and truck 
terminals, and parks were considered as valid benefits, resulting in an EIRR of 21.1% and NPV 
at 12.0% of $93.8 million. 
 
21. The project’s completion date was extended by 6 months since some civil works 
contractors required additional time, but these delays were gradually recovered. Financial closure 
took longer—16 months after physical project completion—until one outstanding audit 
observation was resolved and reconciliation of receipts of funds from ADB against ADB’s 
disbursement record was completed. The delays did not affect economic viability. Based on the 
discussions presented, the validation rates the project efficient. 
 
D. Preliminary Assessment of Sustainability  
 
22. The PCR rated the project likely sustainable. Under phase 1, 47 pourashavas achieved 
positive institutional and organizational changes through reforms in such areas as taxation 
(assessment, billing, and collection) and enhancement of public participation and consultation 
related to planning and development, among others. Project sustainability depended on the 
improvement of governance, collection of sufficient revenues, and the proper maintenance of 
urban infrastructure. Since most project interventions do not generate revenues, sustainability 
depended on the sufficiency of financial resources, and having an effective maintenance 
management. There was a need to implement regular inspection of the municipal infrastructure 
to detect damages and rectify these at the onset before further deterioration occurred. 
 
22. The project established an effective system of regular reassessment every 5 years and 
continuous assessment as spelled out in the Pourashava Act 2009. It was successful in increasing 
the tax base of the pourashavas, and 8 pourashavas undertook a reassessment in 2009–2010,  
9 pourashavas in 2010–2011, 14 pourashavas in 2011–2012, 10 pourashavas in 2012–2013, and 
6 pourashavas in 2014–2015. These reassessments increased the tax base to more than fivefold 
in 5 years. 17  The potential tax base (holding and non-holding taxes combined) of the 47 
pourashavas increased from Tk29.1 million per pourashava in 2009–2010 to  
Tk49.5 million by 2014–2015. Collection efficiency increased from 45.5% in 2009–2010 to 82.7% 
in 2014–2015. The PCR noted that the collection of both holding and non-holding taxes continued 
to increase in a sustained manner, with the project assisting in expanding the revenue base from 
                                                
17 Footnote 10, Appendix 14. 
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30.0%–40.0% to 200.0% with the 47 pourashavas maintaining 10.0% annual growth in non-tax 
revenue. All maintenance expenditures are undertaken utilizing the pourashava’s development 
account in their annual budget. The O&M budget is prepared considering the pourashava’s 
income, other priorities, and demand for financial resources, with emergency maintenance 
funding set aside to allow the pourashava to undertake any type of emergency maintenance.  
 
23. The GICD provided interventions on the (i) enhancement of citizen awareness and 
participation, (ii) improvement in urban planning, (iii) enhancement of women’s and urban poor 
participation, (iv) improvement in accountability and sustainability of pourashava finance, and  
(v) improvement in administrative transparency and efficiency. The pourashavas capability to 
repair and maintain their urban infrastructure was not assessed and may have not been 
addressed. While the PMO and consultants assisted in the preparation of O&M plans and 
manuals, and in training pourashava staff and citizen groups, there was no assessment on the 
effectivity of the interventions or training provided. 
 
24. Relevant pourashava staff had been trained on the preparation of financial statements 
and should have prepared the financial statements to determine adequacy of revenues to cover 
administration and O&M expenditures, and loan repayments to the Bangladesh Municipal 
Development Fund for 5 years. There was no computation of the subproject financial internal 
rates of return (FIRRs). The validation notes that at appraisal, the estimated FIRRs were 5.9% for 
a water supply subproject in Rangpur and 7.1% for a bus terminal subproject in Bhanga, with the 
weighted average cost of capital estimated at 3.3%. The FIRRs for each subproject and the total 
project were not computed at completion. However, with the improved revenue collection, a 
rationalized budget preparation system considering sustained allocation for O&M, and the 
enhanced technical capacity of staff to undertake infrastructure maintenance essential to overall 
project sustainability, the validation assesses the project to be likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Preliminary Assessment of Development Impact 
 
25. The PCR assessed project impacts to be satisfactory. Poverty was reduced through 
employment generation and increased economic activities. With improved governance, urban 
infrastructure facilities, and service delivery, residential lands increased in value by 70.2% from 
Tk309,000 to Tk526,000 per decimal (1/100 of an acre). The value of commercial lands increased 
by 62.5% from Tk593,800 to Tk965,000 per decimal. The average annual household income 
increased by 65.5% from Tk116,110 to Tk192,206, and the average annual income of slum-
dweller households increased by about 156% from Tk44,320 to Tk113,352. Citizen satisfaction 
for urban infrastructure, service delivery, and level of governance increased. The ratings for 
satisfaction showed overall improvement levels after the project: highly satisfied increased from 
22.4% to 37.9%; satisfied decreased from 62.8% to 57.7%; not satisfied decreased from 14.8% 
to 4.4%. The DMF did not specifically state the desired improvement levels in citizen satisfaction, 
nor for the desired improvement levels in land values and income levels. The impact on 
employment, an impact performance indicator, was not measured.18 
 
26.  The government’s completion report estimated employment generation during 
construction at 202,263 with a 1:2 male-female ratio, which exceeded the GAP stipulation of 20% 

                                                
18 Footnote 15. This 2010 ADB regional capacity development technical assistance project (describes how the UGIIP 

is helping to achieve inclusive growth in Bangladesh by improving urban governance and infrastructure through 
increased community participation and enhanced capacity of local governments to deliver services to the people.  
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women participation. Employment was generated as shown by increases in the number of 
rickshaws or vans, tempos or auto rickshaws, and commodity transportation. With the completed 
infrastructure and improvement in governance, employment generation should be higher and 
needs to be measured as part of the project performance management system. Based on the 
discussion in this section, the validation assesses project impact satisfactory at the least, as there 
should be more substantial impacts that were not measured. 
 
B. Performance of the Borrower and Executing Agency 
 
27. The PCR assessed the performance of the borrower (MLGRDC) and the executing 
agency (LGED) satisfactory. The MLGRDC provided the policy support and guidance during 
implementation. This involved prompt approvals required by the LGED on (i) selection of target 
pourashavas, (ii) procurement of goods and services, (iii) performance evaluation and rating of 
the selected pourashavas, and (iv) provision of counterpart funds. The MLGRDC complied with 
all but one of the loan covenants (para. 10). The LGED coordinated well with the project financiers 
and supported participating pourashavas in project implementation as needed. The validation 
notes that the review missions reported a number of implementation issues such as the late 
mobilization of the MDS consultants (delays); increase in the number of rebidding cases; and 
major concerns over some of the pourashavas’ finances and performance. However, the PMO 
was able to sort these out and closed the loan with a delay of 6 months. Except for the USP, all 
other loan conditionalities were met. Based on these findings in this section, the validation rates 
the performance of the MLGRDC and LGED satisfactory.  
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
28. The PCR assessed ADB performance to be satisfactory. The Bangladesh Resident 
Mission managed the loan and processed submissions of the MLGRDC and the LGED related to 
the procurement of goods and works in a timely manner. It provided timely guidance and 
supported the LGED with the disbursement of withdrawal applications and liquidation of 
advances. The performance of KfW and GTZ as parallel financiers was satisfactory. KfW 
processed withdrawal applications to disburse its grant and attended joint loan review and audit 
exit meetings. During the preparatory stage, ADB provided adequate advice on the safeguards 
policy requirements, screening, and categorization (footnote 16). The validation notes that ADB 
oversaw timely project implementation with 10 review missions and a project completion mission, 
making recommendations to the executing agency (i.e., on expediting contract award and 
disbursement, reducing the number of contracts by increasing the contract size from Tk8 million 
to Tk10 million, requesting the executing agency to visit all selected pourashavas, and to monitor 
subprojects progress according to the project performance management system). 19 Yet, the 
government did not approve the loan condition on the USP. The validation assesses ADB’s 
performance satisfactory. 
 
D. Others 
 
29. The project incurred procurement delays due to pourashava staff’s inexperience with 
foreign-financed projects. Although preparatory activities were conducted in phase 1, the MDS 
consultant was mobilized only in early June 2010. The procurement delays affected the activities 
required under phase 2. The sizes of the civil works contracts were small initially to attract 
competitive bids and the large number of contracts made project supervision difficult. With ADB 
encouragement, the average size of contracts was increased to Tk16 million. The government 
                                                
19 As a result, 48 rectifications were recommended for road improvement of which, 41 were completed. 
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recognized the benefits generated by the project in its completion report including the expansion 
of commercial activities as seen from the increase in the number of trade licenses issued, decline 
in the intensity of water-borne diseases, increased income and revenues, and increased 
participation of the poor and women in pourashava governance activities. The government 
recognized ADB’s overall guiding role to be positive and supportive. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  
 
30. The validation rates the project relevant, effective, efficient, and likely to be sustainable. On 
relevance, learnings from UGIIP-I were considered to avoid the shortcomings of the previous 
design. On effectiveness, the envisaged project outputs and outcomes were achieved and the 
negative environmental impacts for some subprojects and resettlement issues were sufficiently 
addressed. No indigenous peoples were affected by the project. On efficiency, the recomputed 
EIRR of the project was higher than the hurdle rate but lower than the computed EIRR at appraisal. 
Although the project was delayed by 6 months, this did not affect economic viability. The substantial 
increase in revenue collections and anticipated continued rate of increase, priority budgeting for 
O&M, and well-trained technical staff to maintain project facilities, ensure their continued operations 
and maintenance. Overall, the PCR and validation assessed the project to be successful and its 
impact to be satisfactory, although the validation observed that the project’s employment impact 
was not measured. Both PCR and validation assessed the performance of the borrower and 
executing agency satisfactory, as was ADB’s performance. The validation assesses the quality of 
the PCR as satisfactory. 
 

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 

Satisfactory Satisfactory  

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of 
ADB 

Satisfactory Satisfactory  

Quality of PCR  Satisfactory Para. 36. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 

 
B. Lessons  
 
31. The PCR identified four lessons from project implementation, two at the sector level: first, 
using governance performance as a basis for the allocation of investment funds was an effective 
approach; second, reinforced cement concrete structures are more sustainable compared to 
bituminous paving, particularly in coastal and flood prone areas for road construction.  
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32. The other two PCR lessons were at the project level: first, time-bound activities and strong 
monitoring are key to successful implementation of multi-component projects; second, project 
readiness is essential for successful project implementation. The validation identified additional 
lessons at the project level, the allowable size of civil works contracts should consider contractor 
technical and financial capacity, geographic proximity of the projects and ease of supervision by the 
implementing agency. While a smaller contract size encourages competition and hypothetically 
lower prices, this may discourage technically and financially capable contractors from participating. 
This may also result in poor quality of work that would require more frequent supervisory visits and 
rectification. 
 
33.  At the country level, the validation noted that the government should institute a nationwide 
pourashava performance rating system such as the balanced scorecard that would classify 
pourashava performance based on a set of measurable criteria. This should determine 
pourashavas’ access to government funding, where high performing pourashavas get higher 
financing assistance to implement urban projects. On the DMF, the impact and outcome indicators 
must state clearly the targets to be met including the baseline and target value of the indicators and 
the time line envisaged.  
 
C. Recommendations for Follow-Up  
 
34. The Bangladesh Resident Mission should follow-up on the government approval of the 
USP. This loan condition is still pending approval by the government and the progress of approval 
should be monitored closely.   
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
35. The validation recognizes the need for LGED to monitor the (i) quality and maintenance 
of the project facilities and infrastructure, (ii) improvement in the financial condition of the selected 
pourashavas and implementation of the increase in assessments as mandated, and  
(iii) participation of project beneficiaries in local governance. The Bangladesh Resident Mission 
should be provided the results of the monitoring activities based on the agreed timetable. 
 
B. Comments on Project Completion Report Quality 
 
36. Most of the required project information had been presented in an objective manner. The 
rating of the project’s relevance, effectiveness, and efficiency were conducted fairly. On efficiency, 
the PCR prepared an overall computation of the project’s EIRR and NPV. The EIRR and NPV of 
each subproject could have been computed to determine if these were economically viable, 
although the number of subprojects may have hindered such an undertaking. The discussion on 
sustainability was too descriptive and should have focused on the analyses provided in the 
appendixes, which discussed that project-provided facilities would be adequately maintained. 
This validation required additional documents from the resident mission to support the likely 
sustainable rating. The PCR analysis of development impacts was quite lengthy, although no 
discussion on the employment generation of the project was provided, a key impact indicator. The 
assessment of the performance of the borrower, executing agency, and ADB was objective. The 
PCR could have referred to the ADB mission reports and the government’s completion report for 
more insights on agency performance. On the whole, the validation assesses the quality of the 
PCR satisfactory. 
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C. Data Sources for Validation 
 
37. The data sources included the project’s RRP, PCR, and back-to-office reports; minutes of 
the Staff Review and Management Review meetings; National Strategies for 2005 and 2015; 
Country Strategy and Program 2005; Country Partnership Strategy 2015; Country Operations 
Business Plan 2008–2010: Bangladesh; and Country Partnership Strategy Bangladesh 2018–
2022: Accelerating Inclusive Economic Transformation. IED’s project safeguard assessment was 
also a reference in this validation. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
38. In lieu of individual project performance evaluation reports, an overall report for the three 
sector loans with valuable insights on project design, methodology, and implementation may be 
prepared after UGIIP-III.  
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