
Kolkata Environmental Improvement Investment Program (RRP IND 42266) 

 

SUMMARY OF PROJECT PERFORMANCE  
 
A. Background 

1. The Kolkata Environmental Improvement Investment Program is a natural continuation of 
the Kolkata Environmental Improvement Project (KEIP). The KEIP started in 2000 and was 
financed through two Asian Development Bank (ADB) loans.1 The KEIP aimed mainly to expand 
the KMC’s sewerage system to peripheral areas of Kolkata. The first loan closed in June 2012 
and the second in June 2013. This document reviews past project performance and highlights 
lessons that have been incorporated in the design of each project under the investment program. 
The loan milestone information is in Table 1. 
 

Table 1: Basic Loan Information 
Loan Number 1813-IND 2297-IND (Supplementary)
Loan amount ($ million) 177.8 80.0 
Approval date 19 December 2000 14 December 2006 
Signing date 18 December 2001 21 February 2007 
Effectively date 16 April 2002 1 June 2007 
Original closing date 31 December 2007 31 December 2007 
Revised closing date 30 June 2012 30 June 2013 
IND = India. 
Source: Asian Development Bank estimates. 
 
B. Performance of the Project 

2. Delivery of expected outputs. KEIP delivered most of its intended outputs. However, 
the closing date of the first loan had to be extended to June 2012 and of the second to June 2013. 
The KEIP had two executing agencies managing the project, reflecting different asset ownership 
and mandates. The Kolkata Municipal Corporation (KMC) was responsible for sewerage and 
drainage works, while the Irrigation Department of the state government of West Bengal was in 
charge of the drainage canal works. 
 

Table 2: Project Output Targets and Outputs 
Key Outputs with Measurement Target Achievement
Construction of new sewerage and drainage network (km) 378 364 96% 
Renovation and desilting of existing sewers and drains (km) 364 200 56% 
Construction of 20 new pumping stations and rehabilitation of 22 existing ones (units) 42 40 95% 
Augmentation and rehabilitation of STPs from 137 mld to 154 mld (plants) 3 3 100% 
Rehabilitation of small water bodies 14 14 100% 
Households connected to sewerage (connections) 70,000 45,000 65% 
Desilting of drainage canals (km) 127 123 97% 
Lining of drainage canals (km) 12 7 62% 
Construction of bridges over canals (units) 51 51 100% 
Resettlement of informal canal dwellers (families) 3,300 2,900 86% 
km = kilometers, mld = million liters per day, STP = sewage treatment plant. 
Source: Asian Development Bank loan review mission report. 
 
3. Implementation progress. Of the cumulative $258 million financial assistance received 
though the two loans, $236 million, or 91%, has been awarded and $232 million, or 90% of the 
award value, has been disbursed. This is the result of a 12-year effort. Implementation progress 
                                                 
1 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the 

Calcutta Environmental Improvement Project. Manila (Loan 1813-IND, $250 million, approved on 15 November 
2000); ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Supplementary 
Loan to India for the Kolkata Environmental Improvement Project. Manila (Loan 2293-IND: $80 million, approved on 
20 November 2006). 
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was initially slow from 2000 to 2004 because the project management setup was inadequate, 
and sewer and drain designs underwent numerous revisions. The KMC made significant 
progress thereafter, accelerating contract award and disbursement from 2005 to 2010. As a 
result, the KMC has awarded $235.7 million in contracts and disbursed $227.06 million since 
2005. 
 
4. Project implementation delays affected sewer and drain renovation, household sewer 
connections, the lining of drainage canals, and resettlement. 

(i) Sewer and drain renovation. Sewer and drain renovation entailed desilting. 
These works suffered a slow start as desilting could be undertaken only once a 
significant portion of the new sewer and drain network had been completed and 
connected to the existing network. The target output was overestimated, as only 
blocked pipes needed desilting. The KMC completed renovating about 200 
kilometers (km) of sewers and drains. 

(ii) Household sewer connections. These works also suffered delays as 
households could connect to sewers only once new and renovated sewers had 
been commissioned. Connection will continue after loan closing under KMC 
financing. 

(iii) Lining of drainage canals. Delays were based on the KMC’s recording of output 
completion upon drainage canals becoming operational.  

(iv) Resettlement. Resettlement, principally of encroachers, was delayed by changes 
to the population base.  

 
5. As the result of delays in the delivery of some outputs, direct sewer connection reached 
43% of population, slightly less than the target of 44% (up from a 33% baseline in 2000). 
 
6. Compliance. All covenants are largely complied with, except those on introducing the 
water tariff, the sewerage surcharge, and water meters for domestic connections, which are only 
partially met. In this respect, the KMC introduced a water tariff and sewerage surcharge for 
institutional, commercial, and industrial users in 2008, and installed about 260 water meters for 
bulk users. For domestic users, however, the KMC continued to recover some operating costs 
through the property tax and did not introduce user charges or meters. The underlying reasons 
and shortcomings requiring attention in future program design are as follows: 

(i)   While the KEIP sought to introduce major water tariff reforms, they were not 
accompanied by investment in water supply that would have improved service.  

(ii)  As the KMC was able to fully meet operating expenses from operating receipts, such 
as from industrial users, its allocation from property tax revenue, and subsidies from 
the state government, it faced difficulty justifying the immediate levying of domestic 
user charges. 

 
7. In respect to project covenants, the KMC awarded a contract for 150 bulk water meters in 
January 2012. The KMC considers introducing tariffs as an inevitable step toward achieving 
sustainability and accordingly has prepared and adopted the policy paper Self Sustainable Water 
Supply System in Kolkata, which announces that the KMC will introduce water tariffs for 
domestic users in FY2014. To implement the policy, the KMC will have to significantly improve 
water supply service. 
 
8. Safeguard policy requirements. The ongoing project was reclassified category B 
sensitive for environment in 2006, from category B, to reflect the additional flow of sewage into 
the East Kolkata Wetland. The wetland was listed in 2002 under the Ramsar Convention of 1971 
as a “wetland of international importance” for its approach to treating Kolkata’s sewage, 
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efficiently recovering nutrients from sewage and using them for fish farming and agriculture. The 
KMC conducted a separate study to confirm the absorption capacity of the wetland. The KMC 
has incorporated environmental mitigation measures in project design and environmental 
management plans in bidding documents. The KEIP was classified category A for involuntary 
resettlement. The KMC has resettled about 2,900 families so far in accordance with the 
resettlement plan, updated in 2006, and is finalizing records and documentation. 
 
9. Successful management of risks. Risks identified during KEIP appraisal were 
successfully managed. The status of risk management is summarized in Table 3. 
 

Table 3: Status of Risk Management, 2006 and 2012 

Risks as Identified in 2000
Risk Assessment and Mitigation

under Loan 2297-IND in 2006 Status of Risk Mitigation in 2013
Land acquisition may be delayed. Low risk.

6.1 hectares of land was necessary 
to construct flats in resettlement 
colonies, of which 3.7 hectares was 
government land and 2.4 hectares 
private. The project management unit 
was to have dialogue with private 
owners and apply applicable laws for 
land acquisition that was  
unavoidable.

Risk managed. 
Of 2.4 hectares, 1.0 hectare was 
purchased by mutual agreement and 
the remaining 1.4 hectares were 
acquired during FY2004 by the 
Kolkata Municipal Corporation (KMC) 
following the Land Acquisition Act, 
1984. All land free of encumbrance 
was handed over to contractors for 
the construction of flats. 

User charges for water supply and 
sewerage services may not be 
introduced. 

High risk.
The KMC agreed to develop a road 
map, which would set the steps 
toward introducing water supply and 
sewerage user charges. 

Risk managed. 
The KMC implemented the new 
tariffs for industrial, commercial, and 
bulk supply users in 2008. 
The KMC engaged Jadavpur 
University to survey domestic users’ 
willingness to pay in 2008 and 
provided the results to the elected 
political representatives in each ward 
to share public perceptions on user 
charges. 
In line with the consensus of political 
representatives, the KMC finalized 
and adopted the road map in 2011.

KMC staff rationalization may face 
resistance. 

Low risk.
The KMC would devise 
rationalization measures and 
implement them under the capacity 
building program financed by the 
Department for International 
Development (DFID). 

Risk managed. 
With DFID assistance, the KMC 
outsourced the management and 
maintenance of various assets such 
as parks and theaters to the private 
sector. 
With DFID assistance, it automated 
some of its services, such as access 
to information on property and other 
tax; water, drainage, and other fees; 
birth and death records; and 
registration of public grievance.

The implementation of property tax 
reforms may be delayed. 

Low risk.
The KMC prepared and ratified legal 
documents necessary for introducing 
unit area-based property tax and 
forwarded them to the state legal 
assembly. 

Risk managed. 
The KMC established a municipal 
valuation committee, an anomaly 
review committee, and other 
subcommittees for developing and 
formulating the unit area-based 
assessment system. 
It issued the draft notification on the 
categorization of blocks for citizen 
feedback. 
It estimated the base unit area values 
and proposed them to the municipal 
valuation committee. 
It advertised the introduction of the 
unit area-based property tax in a
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Risks as Identified in 2000
Risk Assessment and Mitigation

under Loan 2297-IND in 2006 Status of Risk Mitigation in 2013
newspaper. 
Property tax collection efficiency 
increased from 32.5% in the 
FY2004to 74% in FY2008.

State government finances may 
deteriorate. 

Low risk.
The deterioration of the state 
government’s fiscal position had 
minimal effect on the KMC. The 
KMC’s financial performance from 
2002 and 2006 achieved a cash 
surplus. 

Risk managed. 
The deterioration of the state 
government’s fiscal position had 
minimal effect on the KMC. Its fiscal 
balance is positive, which explains a 
healthy financial situation. Even after 
the KMC used a portion of its 
revenue surplus for capital 
expenditure, it was still able to 
generate a fiscal surplus adding to its 
year-end cash surplus. 

Source:Asian Development Bank assessment. 
 
C. Conclusion 

10. While facing some bottlenecks in covenant compliance, the KEIP is one of the 
best-performing ADB-financed projects in India, with high disbursements over several 
consecutive years.2 Past records suggest that the KMC is likely to adequately absorb new loans 
under the proposed multitrache financing facility for the Kolkata Environmental Improvement 
Investment Program. A detailed capacity assessment is in Appendix 2 of the facility 
administration manual.3 
 
11. The KMC has drawn up a road map to address reform bottlenecks. The investment 
program will provide the KMC with gradual but firm steps toward accomplishing its long-term 
policy vision of full cost recovery while investing as required to improve water supply services. 
Considering the KMC’s current project implementation capacity, the provision of a $400 million 
multitrache financing facility supporting the investment program over a period of 8 years is 
justified. 

                                                 
2  Of four ongoing and three completed projects, the KEIP ranked second, with $30.5 million in annual disbursements. 
3 Facility Administration Manual (accessible from the list of linked documents in Appendix 2 of the Report and 

Recommendation of the President to the Board of Directors). 


