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I. PROGRAM DESCRIPTION 
 
A. Rationale 

 
1. From 1971 to 2005, annual transport demand by all mechanized modes in Bangladesh 
increased by about 6% for passenger traffic and about 5% for freight. The share for rail transport 
declined from 30% in 1974 to 13% in 2005 for passenger traffic and from 28% to 7% for freight. 
This shift toward roads was attributed to investments and improvements in road transport and the 
decline in the quality and efficiency of rail services. The National Strategy for Accelerated Poverty 
Reduction of the Government of Bangladesh considered the importance of railway sector 
development in poverty reduction. Railways have a key role in accelerating economic growth by 
reducing transport costs and improving the country’s competitiveness for foreign and domestic 
direct investment.1 Consequently, the government approved the Railway Sector Program and 
Investment Plan for 2007–2013 that required a total of $924.5 million investments. 
 
2. Under the Ministry of Communications, Bangladesh Railway (BR) had 2,855 route-
kilometers (km) of rail network and 34,168 regular staff. The rail network has two zones—east 
and west—separated by the Jamuna River. The east zone has 1,277 km of meter-gauge track 
and 365 km of dual-gauge track for both broad- and meter-gauge trains. The west zone has 660 
km of broad-gauge track (1.676 meter [m] width track) and 553 km of meter-gauge track (1.0 m 
width track). The Jamuna Multipurpose Bridge has dual-gauge rail and provides the only east–
west rail link.  

 
3. In 2005, BR operated a mix of passenger and freight services with passenger services 
accounting for over 83% of all traffic units.2 Passenger traffic reached a peak of 106 million 
passengers in 1983, but declined to about 40 million passengers in 2005. Freight traffic decreased 
to 2.6 million tons in 1996, but increased to 3.2 million tons in 2005. BR’s freight business focused 
on five commodities that accounted for 72% of total freight traffic. 3  Container traffic grew 
enormously between Dhaka and Chittagong as Chittagong was the country’s main international 
port. 

 
4. BR’s financial performance had been declining since 2000 due to stagnant passenger 
tariffs and freight volume and relying on government subsidy through deficit financing. It had a 
Tk2.13 billion loss in 2005, from Tk4.46 billion in revenue and Tk6.59 billion in operating costs. 
BR also faced other challenges including lack of commercial focus, low efficiency, poor service 
quality, political interference, aging fleet, and a congested network on major corridors. These 
stemmed from the government’s policy, institutional, and organizational arrangements for the 
railways as it considered railways as its socioeconomic arm and not as a business. 

 
5. To support its Railway Sector Program and Investment Plan for 2007–2013, the 
government asked Asian Development Bank (ADB) for a $430 million multitranche financing 
facility (MFF) over 5 years. Comprised of five loans, the MFF would fund the Railway Sector 
Investment Program to improve railway sector performance. The program’s reform project would 
implement sector policy, organizational, and legal reforms to transform BR to a commercially 
focused organization and would improve governance and accountability in the railway sector. The 
program’s investment project, meanwhile, would improve rail infrastructure and rolling stock 

 
1  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing 

Facility and Technical Assistance Grant to the People’s Republic of Bangladesh for the Railway Sector Investment 
Program. Manila. 

2  Traffic units are the sum of passenger-km and ton-km. Year refers to fiscal year. 
3  The five commodities included food grains, containers, petroleum products, fertilizer, and stones. 
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capacity to solve capacity bottlenecks, and investments would be economically and financially 
viable. The reform and investment projects were linked as approval of tranche release was 
dependent on the implementation of specific reform actions. Tranche 1 of the MFF was comprised 
of an investment loan and a reform program loan, while the other three tranches comprised of 
pure investment loans. The subject of this validation is the progress under the MFF’s tranches 1, 
2, and 4, as described in the project completion report (PCR).4  
 
B. Expected Impacts, Outcomes, and Outputs 

 
6. The MFF identified nine subprojects, but financed only four.5 These included the 64 km of 
meter-gauge track and 22 km of meter-gauge loops and sidings between Tongi and Bhairab 
Bazar. The MFF also financed the rehabilitation of yards and extension of loops between Dhaka 
and Darsana, and at Sirajganj Bazar. It also funded the upgrading of 11 stations’ signaling system 
between Dhaka and Darsana, and procurement of 50 broad-gauge and 100 meter-gauge 
passenger carriages. Subproject 1 was financed under tranches 1, 2, and 4; subprojects 2 and 3 
under tranches 2 and 4; and subproject 4 under tranche 3. 
 
7. Tranche 1 had the same impact and outcome indicators as the MFF. Its envisaged impact 
was Bangladesh’s sustainable economic growth and poverty reduction promoted by improving 
rail transport efficiency and capacity, while its target outcome was improved performance of the 
railway sector through enhanced efficiency.6 Tranche 1 had two output components. For the 
investment component, its target outputs included doubling of 64 km Toghi–Bhairab Bazar down 
line, keeping the existing maximum train speed of 72 km per hour on meter-gauge and 80 km on 
broad-gauge (subproject 1). 7  For the reform components, tranche 1 target outputs were 
reorganized BR, improved BR financial management and accounting system, and transformed 
BR into a government-owned corporation and institutionalized road safety regulatory board.8  

 
8. Tranche 2’s expected impact was an efficient and safe railway transport in the Dhaka–
Chittagong and Dhaka–Ishurdi–Darsana–Khulna/India corridor. The envisaged outcome was 
improved railway transport capacity in the Dhaka–Chittagong and Dhaka–Ishurdi–Darsana– 
Khulna/India corridors. The expected outputs included the Tongi–Bhairab Bazar Double Track 
completed (subproject 1), yards rehabilitated and loops extended in the Darsana–Ishurdi–
Sirajganj Bazar section (subproject 2), and signaling system in Darsana–Ishurdi improved 
(subproject 3). 

 
9. Tranche 4’s envisaged impact was improved efficiency and safety of railway transport in 
Bangladesh, while its expected outcome was similar with tranche 2. Its intended outputs were 
completed subprojects 1 and 2 through the commissioned infrastructure improvements and 
completed subproject 3 through the commissioned equipment.9 
  

 
4   ADB. 2019. Completion Report: Railway Sector Investment Program in Bangladesh (Tranches 1, 2, and 4). Manila. 
5   Footnote 1, Table A4.3. 
6   Based on design and monitoring framework (DMF) entries for tranche 1 in the ADB database (eOps). 
7  ADB (South Asia Department). 2007. Inception Mission to Bangladesh: Railway Sector Investment Program 

(Tranches 1, 2, and 4). Back-to-office report. 12 October (internal). Annex 2, Appendix 4. 
8   Footnote 1, Appendix 4, paras. 14–16.  
9   ADB. 2016. Periodic Financing Request Report for the Railway Sector Investment Program (Tranche 4) in the 

People’s Republic of Bangladesh. Manila. 
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C. Provision of Inputs 
 

10. Tranche 1 loans—$100 million for investment component and $30 million for reform 
component—were approved in February 2007 and became effective in April 2007. The loans 
closed in May 2017 after two extensions due to implementation delays. The reform component 
under tranche 1, supposed to be completed by end of 2010, took longer and continued up to the 
end of the MFF availability period. Tranche 2’s $150 million loan was approved in December 
2011, became effective in November 2012, and closed in December 2016. Tranche 4’s $50 million 
loan amounting was approved in March 2016, became effective in May 2016, and closed in May 
2017. All loans became effective in advance of their scheduled effectiveness date.  
 
11. For the three tranches, the expected investment cost was $481.37 million and $37.5 
million for the reform component for a total of $518.87 million, including $116.7 million from Japan 
International Cooperation Agency and $22 million from Export–Import Bank of Korea. The total 
actual cost for the investment component was $477.53 million, with ADB financing amounting to 
$296.56 million (62% of the total investment cost). The cost of subproject 1 under tranche 1 
increased by 121% from $125 million at appraisal to $276.87 million at completion. The increase 
was due to the rebidding of the main works, including broad-gauge load standards for the track 
bed and bridges for future broad-gauge conversion, and to address technical issues with the 
railway embankment. Additional funding for the subproject came from tranches 2 and 4 resulting 
in only two small investment subprojects implemented under these tranches. ADB financing of 
$100 million under tranche 1 and $150 million under tranche 2 were almost fully disbursed ($99.9 
million for tranche 1 and $149.9 million for tranche 2), while tranche 4 had a disbursement rate of 
45%. Total actual cost for the reform component was $27.2 million, with ADB financing under 
tranche 1 amounting to $24 million, mainly for procuring information technology (IT) and other 
equipment. 
 
12. Subproject 1 incurred significant delays due to procurement issues. At start-up, lack of 
project readiness was apparent including absence of detailed design and low procurement 
readiness. Additional delays ensued from prolonged procurement activities from reviews and 
approvals on ADB and borrower side. Procurement for subproject 1 works contract took almost 3 
years from 2008 to 2011.10 Other causes of delays were the bad condition of the facilities that BR 
turned over to the works contractor and poor coordination between BR and the contractor. 
Subproject 3 incurred significant delays due to the poor preparatory work, slow procurement, and 
slow responsiveness of BR. Strikes before the 2014 general elections also hampered work in the 
subprojects. 

 
13. On the reform project, delays were incurred in the development and design works of the 
integrated IT system due to weak preparation, underestimation of required resources and time, 
use of three separate contractors leading to lack of coordination among them, and insufficient 
financing and staff provided by the government and BR. It also took BR 3 years to submit its 
reorganization proposal to the Cabinet for formal approval.11 The PCR did not provide any details 

 
10  The tender was rebid after a misrepresentation by the lowest bidder. BR took about 20 months to prepare tender 

documentation and another 16 months were needed for the government’s and ADB’s evaluations and approvals. 
ADB took 6 months to review and decide on rebidding of works, causing a 1.5-year delay. 

11  ADB (South Asia Department). 2010. Review Mission to Bangladesh: Railway Sector Investment Program (Tranches 
1, 2, and 4). Back-to-office report. 2 March (internal).  
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on the estimated against actual number of international and domestic consultants mobilized for 
the subprojects.12 
14. Tranche 1 was categorized B for environment under ADB’s Environment Policy 2002. It 
prepared and disclosed an initial environmental examination, acquired an environmental 
clearance certificate in compliance with the government’s Environmental Conservation Act 1995, 
and prepared an environmental assessment and review framework. Tranche 2 with subproject 2 
was categorized B for environment, while tranche 4 with subproject 3 was categorized C as its 
environmental impact was insignificant. Tranche 1 was categorized A for involuntary resettlement 
as an initial estimate of 1,956 households would be affected. It was categorized C for impact on 
indigenous peoples. Subprojects 2 and 3 activities were restricted to the existing right of way. 
Given that the MFF was categorized as no gender element, the PCR had no write-up on the 
gender action plan and no strategy on gender development was prepared at appraisal.  
 
15. The MFF included an attached technical assistance (TA) to support implementation of the 
railway reform program. The TA assisted BR to improve its operational efficiency and railway 
safety through capacity building of its officials and technical staff, and development and 
production of its operations manuals. This enabled the reform project consultants to focus on 
institutional restructuring of BR. The TA conducted performance and procurement audits to 
assess sector and procurement governance, performance, and performance results. It produced 
several key reports and manuals including reform proposals with recommendations, 5-year action 
plans to improve operations, and operations manual, among others. The reports were of 
acceptable quality. The TA achieved the envisaged outcome as it successfully delivered its target 
outputs. Its completion report rated the TA successful although it had an 85-month extension.13   

 
16. This validation recognizes that the advisory services provided under the attached TA 
assisted in fast tracking the BR reform process by producing key reports on reform proposals and 
5-year action plans and manuals on BR operations to enhance its efficiency. The workshops 
conducted provided new learnings, staff development, and institution building that boosted BR 
staff capacity in railway reforms, operations, safety, maintenance, governance, and auditing. 

 
D. Implementation Arrangements 

 
17. BR was the executing agency responsible for the whole project implementation. Two 
project implementation units (PIUs) were established within BR: the reform implementation unit 
and the investment PIU. An interministerial committee was cochaired by the Secretary, initially of 
the Ministry of Communications and, then later, of the Ministry of Railways, established in 
November 2011; and of the Finance Division, Ministry of Finance. Other committee members 
were representatives of the Economic Relations Division, Ministry of Establishment, Prime 
Minister’s Office, BR, and other agencies. The committee guided the project directors of both 
PIUs.  
 
18. The MFF had 73 covenants with 29 related to the implementation arrangements and 
safeguards for the entire program, 14 to the physical investments, and 30 to reform actions. Of 
the 29 covenants related to implementation arrangements, 26 were fully complied and one, 
related to the monitoring and evaluation and reporting, was partially complied since BR did not 

 
12 From the project administration manual (PAM), the estimated number of international consultants required under the 

reform project was 145 person-months and 238 person-months for domestic consultants. For construction 
supervision, about 96 for international consultants and 268 for domestic consultants were required for each 
subproject. The consultant requirements for other project activities were not provided. 

13  ADB. 2019. Completion Report: Railway Sector Investment Program (Multitranche Financing Facility and Tranche 3) 
in Bangladesh. Manila. Appendix 8. 
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annually conduct evaluation surveys. Two covenants were not applicable since the MFF did not 
affect indigenous peoples and did not track its impact to gender concerns. Of the 14 loan 
covenants related to the investment project, 12 were complied, one linked to the completion of 
the reform actions was substantially complied, and one related to project-specific information 
disclosure was partially complied. Of the 30 covenants related to reform actions, 10 were 
complied with delays, nine were partially or being complied, 10 were not complied, and one was 
not applicable. The covenants that were not complied relate to corporatization, lines of business 
(LOB) internal pricing structure, and establishment of safety and technical regulatory body for the 
railway sector. Including only those that were applicable, at completion, 69% of the loan 
covenants were fully complied, 17% were substantially or partially complied, and 14% were not 
complied. Of the 18 reform commitments under tranches 1 and 2, only nine were complied, six 
were partially or being complied, and two were not complied (identification of subsidized routes 
and internal pricing structures of LOB).14 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
19. The PCR rated tranches 1, 2, and 4 less than relevant. While consistent with government’s 
and ADB’s plans and sector strategies, the PCR criticized MFF design as the cause of loan 
effectiveness delays and subproject performance. The opportunity for changing loan modality 
arose during implementation, but this was not taken up. The PCR viewed the MFF weak as 
separate investment projects financing was considered more effective parallel to a policy-based 
loan for reform actions. The tranche design and monitoring frameworks (DMFs) were considered 
weak and unspecific, with impact indicators unrelated to outcomes and outputs. This made 
assessment of impacts, outcomes, and outputs difficult. 
 
20. The PCR noted design deficiencies such as poor cost estimates at appraisal leading to 
implementation delays, while cost overruns prevented financing of other subprojects. The 
selection of the meter-gauge was unsuitable for capacity expansion and running of high-speed 
trains, and perpetuated gauge incompatibility. Subproject 3 was completed with financial support 
from a separate ADB project, while subproject 2 was 80% completed.15 The PCR viewed the 
reform project as unrealistic in expecting full BR corporatization in a short time frame.   

 
21. This validation notes that tranches 1, 2, and 4 were aligned to the Sector Roadmap and 
Investment Plan for 2007–2013 of the government. They were also aligned with ADB’s country 
strategy and program for Bangladesh for 2006–2010, which considered a sector approach for the 
railway subsector in Bangladesh to ensure that institutional reform and investment requirements 
are addressed in a comprehensive and integrated manner.16     

 
22. The program performance audit report for the Railway Recovery Program approved in 
1994, noted that the program loan was inadequate as a lending modality to achieve and sustain 

 
14  These were reform conditions for the release of tranches 2 and 3. One covenant related to reform actions was not 

applicable as it referred to the recruitment of managers with needed skills from outside BR. The condition indicated 
was “as and where necessary.” The PCR reported that the MFF did not recruit managers outside BR and no 
explanation was provided. 

15  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loans and Technical 
Assistance Grant to the People’s Republic of Bangladesh for the South Asia Subregional Economic Cooperation 
Railway Connectivity: Akhaura–Laksam Double Track Project. Manila. Some 174 km of dual-gauge track is under 
construction (by 2020) under this project, which also absorbed the unfinished work under the investment subproject 
for signaling. 

16  ADB. 2006. Country Strategy and Program 2006–2010: Bangladesh. Manila. 
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the program objective of BR to break even against working expenses. 17  BR had physical 
constraints with inadequate infrastructure and aging rolling stock that cannot be resolved by policy 
and institutional reforms alone. A similar lesson was identified in the 1997 Jamuna Bridge Railway 
Link Project, where key reform covenants such as becoming more commercially-oriented and 
corporatizing BR were not implemented, although the infrastructure works were implemented 
successfully.18 Thus, the report recommended a sector development program (SDP) that would 
be more effective in providing policy, capacity building, and investment support in a holistic 
manner. The use of MFF modality with both investment and reform components was an innovative 
solution, with loan covenants designed appropriately for both the investment and reform programs 
to put pressure in ensuring sustainability and commitment in much needed reforms. However, this 
validation views that it could have reconsidered the earlier report’s recommendation to design the 
project as an SDP.19 It provides a more flexible term than the 10-year maximum project life an 
MFF imposes. The SDP could have also allowed for the reform program to be designed with a 
more realistic time frame and monitoring framework to implement reform measures.   
 
23. In the early 1990s, ADB provided institutional support to prepare BR for its future 
corporatization. In the late 1990s, ADB continued to provide institutional support to corporatize 
BR. Nevertheless, the project was ambitiously designed and complicated with a mix of short-term 
investments and reforms, ignoring the rich experience and lessons from past interventions. Given 
that implementing reforms are usually influenced by political conditions, the use of the SDP 
modality could have provided the needed flexibility for the government to adjust its commitments 
based on the constraints and challenges it faced during the implementation. On project cost, the 
quality of the estimates during appraisal are often suspect and deviations from estimates have 
sometimes become the norm rather than an exception. However, this validation views that the 
huge deviation from subproject 1 estimates reflected poor design and significantly had impact on 
the feasibility of implementing several subprojects in the investment plan.  
 
24. In addition to poor project design, the tranches encountered major DMF deficiencies. First, 
tranche 1 had a similar DMF with the MFF, which should not be the case since it was only a 
portion of the entire MFF. A well-defined DMF for tranche 1 would provide a clear results chain in 
achieving the MFF’s outputs under the reform program, which is important in monitoring the 
reform achievements. Having a dedicate outcome targets and indicators, especially for the reform 
component could provide basis in closely monitoring its progress and possibly revising them 
during the implementation. Second, there was no clear link on how each tranche would achieve 
the MFF’s outcome indicators relating to increased freight traffic and improved working ratio. The 
PCR even reported that the DMFs of the three tranches were weak and lacked logical results 
chain.20 Lastly, significant delays in previous tranches should have triggered a revision in the 
baselines in each of the tranche, for proper monitoring of achievements. However, baselines in 
these three tranches were unchanged. Also, since investments in these tranches mainly 
comprised the entire MFF, they should have adopted the MFF’s impact indicators, revisited the 
impact level baselines, and made the timely revision to make more realistic targets. This validation 
also notes the poor quality of cost estimates prepared at appraisal and its impacts on the 
cancelation of other subprojects. Based on the discussions, this validation assesses tranches 1, 
2, and 4 less than relevant. 

 
17  ADB. 1994. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of Bangladesh for the Railway Recovery Program. Manila; and ADB. 2002. Program Performance Audit 
Report on the Railway Recovery Program in Bangladesh. Manila. 

18  ADB. 2005. Project Completion Report: Jamuna Bridge Railway Link Project in Bangladesh. Manila. 
19  The 31 policy conditions for the release of the tranches had corresponding loan covenants to ensure government’s 

commitment of to implement these reforms. 
20  Footnote 4, para. 17. 
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B. Effectiveness in Achieving Project Outcomes and Outputs 
 
25. The PCR rated tranche 1 effective despite acknowledging that it only achieved one of its 
three intended outcomes. It exceeded the targeted 10% increase in train frequency at completion, 
although the exact percent increase was not provided. The two outcomes that were not achieved 
included the absolute volume of freight traffic increased by only 48.7% in 2018 (with 115% target 
by 2016), while container traffic on the Dhaka–Chittagong corridor declined by 8.8% or a modal 
share of 3%–4% (with 26% target); and BR’s operating or working ratio improved to 1.68 in 2013 
and 1.78 by 2018 (with targets of 0.96 in 2013 and 0.85 by 2018). The investment output was 
only achieved with tranches 2 and 4 funding. It only achieved the alternative LOB organizational 
structure, not the whole of BR corporatization; and the new financial management, accounting, 
and human resource system was not fully operational. The PCR also rated tranches 2 and 4 
effective. With similar outcome and output targets, tranches 2 and 4 achieved an increase of 18% 
in 2018 compared to the 25% targeted increase in the number of daily trains by 2020. Under 
tranche 4, an outcome indicator was measured, which was the same for tranche 3—the annual 
passenger volume increased by 37%, higher than the 10% target. In terms of outputs, subprojects 
1 and 3 under tranches 2 and 4 were completed with delays, while subproject 2 was 80% 
completed. 
 
26. For the reform output component under tranche 1, including only those that were 
applicable, 34% of the loan covenants were fully complied, 31% were substantially or partially 
complied, and 34% were not complied. The targeted BR organizational structure was comprised 
of new LOB structure. This validation observes that this was along the intended BR corporate 
structure and was to be achieved by 2009. At the completion of the MFF, only the freight LOB 
was created, minimally manned but not operational. The PCR further discussed that the financial 
management and human resource system was not fully operational. On measuring the 
achievements of tranche 1’s investment output component, given that the purpose of tranches 2 
and 4 was to finance the funding gap of subproject 1, it was completed with delay.  

 
27. This validation notes that the additional outcome indicator of tranche 4 was related to 
tranche 3’s outcome, thus, this validation only considers one outcome indicator (number of daily 
trains increased by 25% by 2020, which is the same for both tranches 2 and 4). With only 2 years 
from the targeted year, this validation views that it is unlikely that the 25% will be achieved by 
2020. In terms of outputs, one of the two subprojects was completed. Output achievement of 
tranches 2 and 4 was mostly due to the commissioning of equipment to upgrade the signaling 
system (subproject 3), with only 65% achieved at completion and was completed with funding 
support from another ADB project, while infrastructure work under subproject 2 was 100% 
completed.21 

 
28. Tranches 1 and 2 were categorized B for environment in compliance to ADB’s 
Environment Policy 2002 and Safeguard Policy Statement 2009. Tranche 1 had incidents of 
noncompliance with the environmental management plan including imperfect sampling and 
analysis protocols. With the mobilization of the environmental specialist, corrective actions were 
taken resulting in full compliance on design and pre-construction, natural environment, ecological 
environment, and environmental pollution, while partial compliance was observed for 
occupational health and safety, construction waste management, and dirty work and camp sites 
for subproject 2. Given the small scale of works for subproject 3, no significant adverse 
environmental impacts were observed due to partial or noncompliance associated with 
construction waste at the project sites. 

 
21 Data in the PCR Appendix 1 was corrected during a meeting with the PCR team on 22 July 2020. 
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29. Subproject 1 had significant resettlement impacts through private land acquisition and 
relocation of households, community property, and commercial entities from railway land. 
Subprojects 2 and 3 had minor resettlement impacts. Subproject 1 affected 1,750 titled 
households, of which 1,672 (95.54%) received compensation from Deputy Commissioner’s office 
and additional grants to adjust Property Evaluation and Advisory Team rates with Cash 
Compensation by Law value for land and structures. Compensation was paid based on the 
replacement cost as per ADB policy and prior to physical and economic displacements. About 
1,164 non-titled affected households received compensation, with 278 vulnerable households 
receiving Tk14,500 each after their completion of income livelihood restoration plan trainings in 
their preferred area. 

 
30. Given that only one of the three intended outcome indicators was achieved; only 34% of 
the committed reforms were fully achieved; and subproject 1 was achieved with significant delays 
and required significant funding from tranches 2 and 4, resulting in cancelation of significant 
number of subprojects; this validation assesses tranche 1 less than effective. Similarly, for 
tranches 2 and 4, the target outcome was only partially achieved, and that the infrastructure work 
was not completed for subproject 3 (65%). This validation assesses tranches 2 and 4 less than 
effective. Tranches 1, 2, and 4 comprised a significant bulk of the MFF, such that their 
effectiveness are closely tied to the overall effectiveness of the MFF achievements. 

 
C. Efficiency of Resource Use 
 
31. The PCR rated the consolidated subprojects 1,2, and 3 efficient. The result of the PCR 
recomputation for subproject 1 economic internal rate of return (EIRR) at completion was 19.9% 
as against EIRRs of 16% at 2006 appraisal and 20.5% at 2016 reappraisal. Subprojects 2 and 3 
had EIRRs of 12.9% and 28.2% at 2011 appraisal, and combined, a recomputed EIRR of 27.07% 
at completion. Subprojects 1, 2, and 3 recomputed EIRRs at completion were higher than the 
economic hurdle rate of 12%. The PCR conducted sensitivity analysis of subproject 1, which 
showed that a 10% increase in operation and maintenance (O&M) costs and a 10% decrease in 
benefits, the EIRRs were higher than the hurdle rate. Under the same factor changes, subprojects 
2 and 3 are economically viable. 
 
32. The PCR considered major economic benefits including railway operating cost savings 
due to faster travel times for goods and passenger traffic, and savings in operating costs for freight 
and passenger traffic for traffic diverted from road to rail due to the increase in rail capacity. It also 
considered savings in working capital loss for freight traffic from time savings as waiting times for 
slots on railways are eliminated, and time savings for passengers arising from faster train travel 
times.  

 
33. On the estimate of economic costs, the PCR included resource costs for construction, 
O&M costs, and social costs arising from land acquisition and resettlement compensation. A 
standard conversion factor of 0.80 was applied to financial costs of non-traded inputs to calculate 
economic costs. Subproject facilities are expected to have an average economic life of 20 years.   

 
34. This validation notes that the benefits are reasonable and data are readily available. The 
concern was how the incremental volume of passengers and freight served by the subprojects 
were estimated. Since tranche 3 was excluded in the analysis, the estimate of benefits should 
have focused on the influence area of the subprojects and not on the whole Dhaka–Chittagong 
rail corridor. The standard conversion factor used to adjust the financial cost of traded goods to 
economic value was 0.80, the same as at appraisal. However, the PCR did not disclose the 
opportunity costs of foreign exchange and labor used to adjust imported costs and unskilled labor 
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cost to economic values. Since the methodology and results of the EIRR recomputation for 
subprojects 1, 2, and 3 combined were higher than the hurdle rate, this validation assesses 
tranches 1, 2, and 4 efficient. However, this validation notes that tranche 1 experienced major 
process inefficiencies as demonstrated by delays and inaction under the reform component and 
huge cost overruns impacting the feasibility of other subprojects under the investment plan. 

 
D. Preliminary Assessment of Sustainability 
  
35. The PCR rated tranches 1, 2, and 4 likely sustainable. For subproject 1, the PCR’s 
recalculated FIRR was 5.2%, higher than the weighted average cost of capital (WACC) of 3.6%. 
However, the PCR did not indicate whether the forecast revenues from freight services and 
intercity passengers were with or without government support. The recalculated FIRR was lower 
than the 14.0% estimated at appraisal in 2006 and the 8.5% estimated at reappraisal in 2016. 
The WACC at 2016 appraisal was 2.8%. The results of the sensitivity analysis at completion 
showed the recalculated FIRRs to be higher than the WACC for all factor changes. No FIRR 
recalculation was undertaken for subprojects 2 and 3 since these were not revenue generating.  
 
36.  The PCR noted that the government’s budget support to BR increased from Tk27 billion 
in 2010 to Tk140 billion by 2018, a 22.8% annual increase. BR proposed to increase passenger 
fares in 2019 to generate higher revenues to improve financial performance and operating ratio. 
The PCR indicated that BR has sufficient staff and O&M resources for the subprojects. The PCR 
considered the subprojects to be technically sustainable.  

 
37. The reform component under tranche 1 played a crucial role in ensuring BR’s financial 
and institutional sustainability. Unfortunately, tranche 1 failed to deliver significant reforms in these 
areas. Most of these reforms relate to BR’s corporatization: new market-based financial 
remuneration structure for BR employees, performance-based incentive structure and 
accountability measures for key BR management personnel, and division and transfer of assets 
and liabilities. Nevertheless, this validation views that the achieved reforms are likely to be 
sustained as they were complemented by capacity program and development, accounting, and 
IT systems and equipment. Additional information from the PCR team during the finalization of 
this validation indicated that the government’s financial support for O&M expenses was committed 
until 2020. The Tongi–Bhairab Bazar section is an important link to Dhaka–Chittagong corridor. 
Thus, the ongoing and planned railway investment projects along the corridor, with additional 
ongoing TA support to BR, both from ADB and other development partners, provide continued 
financial and institutional support to the project. In addition, continued prioritization of railway 
sector development, as reflected in the government’s Seventh Five-Year Plan (2016–2020) and 
proposed Eighth Five-Year Plan (2021–2025), indicates continued government commitment to 
sustain BR operations in the medium term. Tranches 1, 2, and 4 comprised a significant bulk of 
the MFF, such that their sustainability are closely tied to the overall sustainability of the MFF’s 
achievements. Based on the discussions and evidence presented, this validation assesses 
tranches 1, 2, and 4 altogether to be likely sustainable. However, this validation notes that there 
are items on the list of reforms that require immediate attention and are crucial for long-term 
sustainability of BR operations. Most of these reforms relate to BR’s corporatization. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
38. The PCR rated the development impact of tranches 1, 2, and 4 satisfactory. The three 
tranches supported affordable, faster, and safer transport services utilizing the subproject 



11 
 

facilities. Train journey time between Dhaka–Chittagong has decreased and became safer 
compared to public road transport. Container trains have saved 4.5–5 hours of travel time on 
average, while the volume of container freight BR handled had increased from 73,500 twenty-foot 
equivalent units in 2009 to 84,500 in 2019. Total freight BR transported increased from 2.19 million 
tons in 2012 to 4.55 million tons by 2018. Also, based on the PCR, tranche 2’s impact indicator 
(increase in the number of containers transported by 10%) was achieved as container traffic grew 
by 15%. 
 
39.  This validation notes that these achievements assessed the project at the outcome level 
and that it should have used the impact indicators for the entire MFF given that investments from 
tranches 1, 2, and 4 mainly comprised the MFF. The MFF’s impact indicators were increase in 
gross domestic product and foreign direct investment. However, these data are not available at 
the regional data, where direct impact of the project can be assessed. Alternatively, data on 
passenger and freight traffic volume along the eastern zone of the Dhaka–Chittagong corridor 
can be assessed as a proxy.22 Between 2017 and 2018, freight volume increased by 31.8% and 
passenger traffic volume by 17.5%. Since the Tongi–Bhairab Bazar project is a major link of 
Dhaka–Chittagong corridor that connects other eastern zone cities and towns, an increase in 
traffic volume in this area indicates higher economic activity and opportunity for trade and 
economic growth. With ongoing investments in the railway sector development extended by ADB 
and other development partners, further increase in economic activities are likely to happen. In 
addition, considering this as one of the first huge investments in the sector, this project has 
provided a demonstration effect for other development partners to extend both investment and 
policy reform support to Bangladesh’s railway sector development. For these reasons, this 
validation assesses tranches 1, 2, and 4’s development impact satisfactory.  

 
B. Performance of the Borrower and Executing Agency 
 
40. The PCR rated the performance of the borrower and BR less than satisfactory. The 
steering committee and two PIUs to support tranche implementation were created, staffed, and 
became operational. BR coordinated with ADB on tranche implementation and resolved 
implementation concerns in a satisfactory manner. The borrower’s performance was slow in the 
implementation of railway reforms as reform actions were either late or not taken at all. Some 
covenants were not met.23 The PCR considered that BR could have accomplished more to 
commercialize its operations, but no discussion was provided. The significant delays in 
procurement of civil works and operationalization of the integrated IT system were attributable to 
the complex and long government procedures and limited BR capacity. On the whole, this 
validation assesses the performance of the borrower for the three tranches less than satisfactory. 
 
C. Performance of the Asian Development Bank  
 
41. The PCR rated the performance of ADB less than satisfactory. The MFF was processed 
through the coordinated efforts of ADB headquarters, Bangladesh Resident Mission, and BR. 
ADB assisted and supported the government and mobilized seven loan review, fact finding, 
appraisal, and inception missions, and three consultation missions. The PCR noted that there 
was no midterm review mission conducted as required. 
 

 
22  The PCR team provided additional information during the finalization of this validation. 
23  Including only those that were applicable, at completion, 69% of the loan covenants were fully complied, 17% were 

substantially or partially complied, and 14% were not complied. 
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42. This validation notes that reports of the review missions were incomplete, and it was 
difficult to ascertain the issues that were resolved with ADB assistance. Subproject 1’s civil works 
procurement took a very long time, resulting in substantial cost increase and delay. ADB should 
have fielded a procurement specialist to assist BR. The PCR also pointed out that ADB evaluation 
of the initial tender took 6 months before a rebid was required. Given subproject 1’s cost overrun, 
ADB extended additional financing, although this sacrificed the implementation of other 
subprojects.  
 
43. On implementing the reforms, knowing that past ADB support to BR’s institutional reforms 
was less than successful, ADB could have conducted a thorough and in-depth risks assessment 
that could have helped it and the government finalize the reform commitments. BR’s 
corporatization has been on the table since 1990s and ADB could have guided BR and served as 
honest broker in discussing its institutional reforms given the country’s constraints and challenges. 
It could have provided thorough comparative analysis of various loan modality options, taking into 
consideration the lessons from past interventions. Out of the 16 field missions for the entire MFF, 
only six had detailed discussion on reform progress and one detailed documentation of the status 
of reforms.24 The review missions and a conduct of midterm review mission could have been 
maximized to discuss reform progress. On investment design, ADB could have leveraged the 
investment for government to decide on the railway gauge to use in Bangladesh. Running a dual-
gauge railway is wasteful, although the cost for transiting from one gauge to another may be 
expensive at the beginning. Based on the discussions, this validation assesses ADB performance 
less than satisfactory.  
 
D. Others  

 
44. Procurement of civil works and goods followed ADB’s Procurement Guidelines (February 
2006, as amended from time to time) and the procurement plan. Based on the PCR findings and 
government’s PCR, procurement for subproject 1 needed 36 months to complete.25 Subproject 1 
cost also increased significantly that required gap financing under tranches 2 and 4. This 
validation notes that the procurement process took so long to complete resulting in substantial 
cost increases and implementation delays. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  

 
45. The PCR rated tranches 1, 2, and 4 successful. The three tranches were rated (i) less 
than relevant although these were aligned to the government’s development objectives and ADB 
country strategies. The low rating was due to the use of the MFF and unrealistic reform 
expectations that affected implementation performance; (ii) effective as expected outputs and 
outcomes were achieved; (iii) efficient as the recomputed EIRRs for subprojects 1, 2, and 3 were 
higher than the hurdle rate considering delays, and (iv) likely sustainable as BR would provide 
O&M support for the subprojects with government budgetary support.  
 
46. This validation assesses the three tranches (i) less than relevant mainly due to poor project 
design and major DMF deficiencies; (ii) less than effective since only one of the three outcome 

 
24  ADB (South Asia Department). 2013. Review Mission to Bangladesh: Railway Sector Investment Program 

(Multitranche Financing Facility). Aide Memoire. 8 May (internal). 
25  Government of Bangladesh, Ministry of Railways, Bangladesh Railways. 2016. Project Completion Report for the 

Bangladesh Railway Sector Investment Program Project 1: Construction of Double Line Track from Tongi to Bhairab 
Bazar including signaling. Dhaka. 
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indicators for tranche 1 was achieved, outcome indicator for tranches 2 and 4 was only partially 
achieved, and not all outputs were delivered under the three tranches; (iii) efficient; and (iv) likely 
sustainable. Overall, this validation assesses the three tranches less than successful. 

 
Overall Ratings 

 

Validation Criteria PCR  IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Less than relevant Less than relevant  
Effectiveness  Effective Less than effective Unmet most target outcomes of 

the three tranches, unachieved 
significant number of reform 
commitments, and delayed 
completion of subprojects 1 and 2, 
while subproject 3 was not 
completed. 

Efficiency  Efficient Efficient  
Sustainability Likely sustainable Likely sustainable  
Overall Assessment Successful Less than successful  

 
Poor design, major DMF 
deficiencies, and significant 
number of target of outcomes and 
outputs, including reform 
commitments, were not fully 
achieved. 

Preliminary 
assessment of impact 

Satisfactory Satisfactory  

Borrower and 
executing agency 

Less than 
satisfactory 

Less than Satisfactory  

Performance of ADB Less than 
satisfactory 

Less than Satisfactory  

Quality of PCR  Satisfactory Para. 52 

ADB = Asian Development Bank, DMF = design and monitoring framework, IED = Independent Evaluation Department, 
PCR = project completion report. 
 
Source: ADB (IED). 
 

B. Lessons 
 
47. The PCR identified the following lessons. The project design should have well-prepared 
DMFs, manageable covenants, and realistic reform actions. Weak project readiness could be 
remedied by applying the suggested readiness filters during project processing. Quality of the 
procurement plan should be improved to avoid substantive time and cost overruns. Lastly, land 
records should be digitized and updated as an advance action to speed up resettlement plan 
implementation. This validation has a similar view with the PCR lessons, with a caveat on its first 
point. The government has long agreed that BR corporatization is needed. A thorough and in-
depth analysis of BR’s constraints and challenges to become a corporate entity is crucial before 
assessing these reforms as unmanageable and unrealistic. 
 
48. This validation offers additional lessons.  

 
(i) Sector-level lesson. Having a subsector analysis of passenger and freight 

markets (roads versus railway) can provide a more realistic estimates and traffic 
volume taking into consideration various infrastructure investment modes 



14 
 

available. For example, ADB’s support to BR reforms and enhancement of its 
operational efficiency, capacity, and safety is somewhat competing with ADB’s 
Dhaka–Chittagong Expressway. 26  The two projects would compete with the 
passenger and freight market on the corridor and affect their financial viability.  

 
(ii) Project-level lesson. In-depth analysis of various loan modality options and risk 

assessment can help in designing an appropriate loan modality. ADB has tried 
several loan modalities in the past to support BR’s reform objectives and often 
attributed its failures to the appropriateness of the loan modality. For better 
judgment, a review of various loan modalities accompanied by a thorough country, 
sector, and institutional risks assessment will help both ADB and the government 
determine the main challenges and issues hindering the successful 
implementation of BR reforms.  

 
(iii) Results framework and methodology-level lesson. Separate DMF for each 

tranche under an MFF involving subprojects can help ensure that their objectives 
and targets are aligned with the overall objectives and targets of the facility. Given 
the flexibility of the MFF, if necessary, regular updating and revisions of the DMFs, 
including its baseline data, are expected, thus, proper documentation of these 
changes should be available at completion.  

 
C. Recommendations for Follow-Up 
 
49. The PCR recommended for follow-up or monitoring the progress of the continuing reform 
actions, such as the container LOB, operating efficiency, administrative improvements including 
performance of the IT system provided, and  compliance with covenants related to full BR 
corporatization and results of annual tariff adjustments on BR’s operating ratio. This validation 
has a similar view with the PCR on these recommendations and reiterates the need to monitor 
the progress on the reform actions. With several investment and reform programs being 
undertaken and planned in the railway sector, a more holistic and concerted manner of monitoring 
the progress on the results of these programs is necessary for better assessment of financing 
and institutional capacity gaps.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
50. BR had established the reform and investments implementation units including the project 
performance management system to monitor implementation progress. The construction 
supervision consultants prepared the monthly monitoring reports of the work contracts onsite and 
submitted these to the PIU. The consultant for the attached TA monitored implementation of 
reform actions. A database was established to monitor progress of land acquisition and 
resettlement. 
 
51. BR submitted quarterly progress reports to ADB and prepared or updated the project 
administration manuals. However, BR’s committed evaluation surveys were not done annually as 

 
26  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Technical Assistance 

Loan to People’s Republic of Bangladesh for the Dhaka–Chittagong Expressway Public–Private Partnership Design 
Project. Manila. 
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part of the monitoring, evaluation, and reporting arrangements under the loan covenant. Financial 
audit reports were submitted annually to ADB. These audit reports were of the required quality. 
 
B. Comments on Project Completion Report Quality 

 
52. The PCR followed the format as required under ADB’s Guidelines for the Evaluation of 
Public Sector Operations. Its recomputed EIRRs and FIRR followed standard methodology also 
used at appraisal. However, it would have been clearer if more details were provided on how the 
assumptions for Tongi–Bhairab Bazar section were calculated using the estimates from the whole 
Dhaka–Chittagong rail corridor. Also, it could have helped further if there were more discussion 
on the sustainability of MFF reform actions. Demonstration effect and learning experience for 
other development partners and future ADB projects should have also been highlighted, being 
the first MFF in Bangladesh and major railway project in the Dhaka–Chittagong rail corridor. 
Nevertheless, this validation assesses the PCR quality satisfactory.   

 
C. Data Sources for Validation 

 
53. The data sources used for this validation included the report and recommendation of the 
President, PCR, back-to-office reports and attached aide-mémoire of ADB missions, the Sixth 
Five-Year Plan (2011–2015) and Seventh Five-Year Plan (2016–2020) of Bangladesh, ADB’s 
country partnership strategy for Bangladesh (2011–2015 and 2016–2020), and South Asian 
Association for Regional Cooperation Regional Multimodal Transport Study.27 In addition, the 
reports and recommendation of the President for loans financing unfinished MFF subprojects 
were also used as reference. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
54. The PCR proposed the preparation of the project performance evaluation report after the 
MFF completion report is accomplished. There are several projects on the Dhaka–Chittagong 
railway corridor aside from the MFF that would affect the MFF outcome and impact including the 
Akhaura–Laksam section, the Railway Rollingstock Project, 28  and the Japan Bank for 
International Cooperation-financed Chinkie–Laksam section.29 Together with the assessment of 
these projects, the Independent Evaluation Department may consider conducting the project 
performance evaluation report for the entire MFF between 2021 and 2022.  

 
27  ADB. 2004. Technical Assistance for Promoting South Asian Association for Regional Economic Cooperation. 

Manila. The South Asian Association for Regional Cooperation (SAARC) Regional Multimodal Transport Study was 
prepared with priority corridors including Bangladesh with six out of 10 road corridors, two out of five rail corridors, 
and two principal ports (Chittagong and Mongla) for SAARC trade. 

28  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 
Republic of Bangladesh for the Railway Rolling Stock Project. Manila. 

29  Japan Bank for International Cooperation financing in the Bangladesh railway sector includes the double tracking of 
the 61 km Chinki Astana–Laksam section of the Dhaka–Chittagong corridor, remodeling of the station yard in 
Chittagong, and procurement of seven diesel-electric locomotives. 
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