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Between 1966 and 2002, the Asian Development Bank
(ADB or Bank) provided approximately $99 billion dollars in
loans for 1,752 projects in 38 countries throughout the Asia-
Pacific region.1 This report examines the ADB’s track record
– in the Bank’s own words, based entirely on the Bank’s own doc-
uments – in Indonesia, Pakistan, and Sri Lanka.

Indonesia and Pakistan are, respectively, the ADB’s
first and second biggest cumulative borrowers. Together,
they have received more than one-third of total ADB funds
disbursed during the Bank’s thirty-six year history. During
the 1990s, Sri Lanka was one of the top borrowers from the
Bank’s concessional lending window, the Asian
Development Fund (ADF) and is currently among the
“reconstructing nations” targeted by the ADB for post-
conflict loans.2 ADB loans to Sri Lanka, although relative-
ly small compared to those made to Indonesia and
Pakistan, currently comprise approximately 20 percent of
the country’s public external debt.3

In its 2000 assessment of multilateral development
finance, the bi-partisan U.S. Congressional International
Financial Institution Advisory Commission (the Meltzer
Commission) found project sustainability - whether or not
a project provides lasting, long-term economic and social
benefits - to be the key indicator for judging the perform-
ance of multilateral development banks such as the ADB.
The Meltzer Commission considered a lack of project sus-
tainability to be synonymous with project failure.

If we utilize the standard of project sustainability as
an indicator of project success, the shocking conclusion
of this report – based on data presented in the ADB’s own
audit documents – is that over 70 percent of ADB proj-
ects in these countries are unlikely to provide long-term
social and economic benefits.

Indonesia

Indonesia is, by far, the Asian Development Bank’s
biggest borrower. In 1969, the ADB made its first loans to
Indonesia for an irrigation project and an oil palm plantation
project.4 By 2002, the ADB had approved 268 loans to
Indonesia, totaling $18.3 billion, including a $2.8 billion “cri-
sis management intervention” loan package made in 1998-
1999. This report examines the ADB’s record in Indonesia,
including assessments and summaries from the ADB evalua-
tions department’s Project Performance Audit Reports
(PPARs) of $1.6 billion worth of loans – over 10 percent by
value of all ADB loans to Indonesia made prior to the crisis
intervention package. These audit reports indicate that at
least 70 percent of Indonesia’s ADB projects are not likely
to produce lasting economic or social benefits for the coun-
try – a disaster for heavily indebted Indonesia.

In  2000, ADB’s Operations Evaluation Department
(OED)5 found that half of all audited projects rated “suc-
cessful” by the Bank in the preceding year (see Appendix
B) were of questionable sustainability. In the case of
Indonesia, for example, “successful” projects included those
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* This report represents an update and expansion of S.G. Fried. "Evaluating the ADB in Indonesia: The Operation was a Success, but the Patient
Died," Environmental Defense, May 8, 2001.
1 Asian Development Bank. 2002 Annual Report.
2 Asian Development Bank. “Board of Directors’ Report: Reconstructing Nations,” 2002 Annual Report.
3 International Monetary Fund. “Sri Lanka: Selected Issues and Statistical Appendix.” September 26, 2002.
4 Asian Development Bank Post-Evaluation Office. “Country Synthesis of Post-Evaluation Findings in Indonesia.” December 1993.
5 In this report, “OED,” “ADB auditors” and “auditors” are used interchangeably.
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with massive unmonitored resettlement components, were
(according to OED auditors) patently unsustainable,
included projects where “record keeping also seems to have
been abandoned” and could be (according to the OED) so
poorly structured that rapid deterioration of project infra-
structure was inevitable.6

The ADB’s “partly successful” project category appears
to be a euphemism for “largely unsuccessful” or “troubled.”
In the case of Indonesia, this category includes projects
such as a $250 million Food Crop Sector loan where audi-
tors found that the Bank had failed to carry out the most
basic analyses of the implications or impacts of its policy
recommendations, and had failed to identify “intended
beneficiaries” of the policy changes. Auditors noted that
“the overall impact of the Program Loan is not clear”
because “there were no performance indicators against
which Program impact could be assessed.”7

The “partly successful” category also includes a $38
million health project where OED found that “user
demand, actual needs, and operating capacities of the hos-
pitals” funded by the project had never been analyzed by
the Bank or by the Indonesian implementing agencies,
leading to a failure to supply badly need medical equipment
to the hospitals.8 Auditors discovered that it was not until
six years into the project that the establishment of a system
for “benefit monitoring and evaluation,” including the col-
lection of baseline data, was discussed.9

An examination of publicly available ADB evaluation
documents indicates that the ADB’s “unsuccessful” project
category appears to mean “abysmal failure” and often indi-
cates project-related damage to the environment, the eco-
nomic structure, and/or human health.10 In the case of
Indonesia, unsuccessful projects include the $29.5 million
Agro-Industries Credit Project which provided capital to

an Indonesian agricultural bank, Bank Bumi Daya, to
enable it to make loans for “agro-industry” subprojects.
This project bankrolled environmentally destructive
shrimp farms (“all discharges from the shrimp ponds were
directly diverted to the sea without any treatment”) and an
“environmentally unsound” animal feed factory.11 In addi-
tion, according to ADB auditors, three-fifths of the sub-
projects failed and 90 percent of the projects with out-
standing loans defaulted.12 The project also significantly
and negatively affected the “creditworthiness,” such as it
was, of Bank Bumi Daya itself.

Pakistan

Since 1968, Pakistan has received more than $12.6 bil-
lion in loans from the ADB, making it the second largest
cumulative borrower, after Indonesia. At the end of 2001  –
to manage the repercussions of September 11 terrorist
attacks and in recognition of Pakistan’s key role in the glob-
al “war on terror”– ADB funding for Pakistan increased by
148 percent (from the 1997-2000 average) to $957 mil-
lion.13 In 2002, Pakistan received more than $1 billion from
ADB and was the top client of ADB’s concessional lending
window.14 According to ADB’s Pakistan Country Strategy
and Program released in May 2002, $2.4 billion in assis-
tance is planned for Pakistan from 2003 through 2005.15

This report evaluates over $900 million of ADB loans
to Pakistan made over a thirty-four year period. Our
analysis of OED reviews – utilizing “sustainability” as
the standard of project success  – indicates that perhaps
as many as 70 percent of ADB projects in Pakistan are
unlikely to produce lasting economic or social benefits.

An examination of OED evaluation documents for
Pakistan reveals a disturbing pattern of systematic failure
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6 Asian Development Bank Operations Evaluation Office. “Report of the President to the Board of Directors on 1998 Evaluation Activities and
the Twenty-First Annual Review of Evaluation Reports.” March 2000, p. 27.
7 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Food Crop Sector Program in Indonesia.”
December 1997, p. 6.
8 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Health and Population Project in Indonesia.” June
1997, p. 6.
9 Ibid, p. 4.
10 Note that projects linked to socioeconomic or environmental damage are not, however, confined to the “unsuccessful” category.
11 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Agro-Industries Credit Project in Indonesia.”
January 1996, p. 16.
12 Ibid, p. 18.
13 Asian Development Bank. “Annual Report on Loan and Technical Assistance Portfolio Performance for the Period Ending December 2001.” April
2002. The excerpt from the 2001 Annual Report provided on ADB’s website under Pakistan and the ADB notes: “ADB’s 2001 loan program for
Pakistan was a record $957 million in the aftermath of the 11 September attacks. ADB’s commitment to help mitigate the impact of the post-11
September events on the Pakistan was reiterated by ADB President Tadao Chino.”
14 Asian Development Bank. 2002 Annual Report.
15 Asian Development Bank. “ADB Plans to Provide Pakistan with US$2.4 Billion Over Three-Year Period,” press release, 31 May 2002.



on the part of the Bank. A striking number of ADB-
financed projects in Pakistan suffer from design flaws and
lack of attention to thorough project preparation. The
absence of Benefit Monitoring and Evaluation (BME) sys-
tems and baseline data necessary for measuring success is
repeatedly noted. A number of audit reports reveal a per-
sistent lack of consultation with prospective beneficiaries
and user groups, as well as a lack of community participa-
tion throughout project preparation and implementation.
Perhaps most alarmingly, according to OED audits,
adverse impacts on social equity and income equality that
have fostered ethnic instability were reported in certain
ADB projects in Pakistan.

Surprisingly, these deficiencies did not necessarily lead
to a rating of “unsuccessful” or even “partly successful” from
auditors at OED. In fact, projects considered to be “success-
ful” have benefited large landholders at the expense of small
farmers and terminated five years behind schedule (South
Rohri Fresh Groundwater Irrigation Project);16 ignored local
customs and preferences in project design while failing to
account for obvious environmental impacts (Balochistan
Fisheries Development Project);17 and failed to assess the
impact of the project or ensure that benefit monitoring and
evaluation systems were implemented as required by loan
covenants (Third Health and Population Project).18

Some of the most egregious examples of failures can be
found in “partly successful” projects, such as the Chashma
Command Area Development Project and Chashma Right
Bank Irrigation Project (CRBIP). The OED audit report

laments ADB’s failure to conduct any comprehensive
analysis of socioeconomic and sociocultural conditions in
the nearly thirty-year implementation of various stages of
the project.19 According to recent estimates from organiza-
tions working with communities in the project area, more
than 50,000 people have been or will be negatively impact-
ed by this extensive irrigation project.20 While more than
20 villages are expected to be involuntarily resettled, no
participatory resettlement plan has been prepared as
required by ADB policies.21 Traditional irrigation systems
were destroyed22 and “there was no explicit consideration of
the resources, needs, and objectives of the farmers, whose
financial status and objectives decide which crops they will
plant and which cultural practices they will apply.”23 While
the ADB appraisal report noted the project’s contribution
to “a Pashtun tribal migration of possibly historic propor-
tions,” no references were made to the impacts of this
migration and no measures were incorporated to address
the situation.24 ADB auditors cited “possible ethnic ten-
sions as a result of the project.”25 As predicted, minority
Siraiki-speaking people are now facing in-migration of
majority Pashtun, threatening the “politically sensitive”
demographic balance.26

Sri Lanka

Sri Lanka has been an ADB client since 1968, borrow-
ing nearly $3 billion from the Bank in the past three
decades. During the 1990s, Sri Lanka was one of the top
borrowers from ADB’s concessional lending window, along
with Pakistan, Bangladesh and Vietnam. In 2002, the
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16 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the South Rohri Groundwater Irrigation Project
in Pakistan.” March 2000.
17 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Balochistan Fisheries Development Project in
Pakistan.” November 1995.
18 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Second Health and Population Project in
Pakistan.” December 1998.
19 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Chashma Command Area Development Project in
Pakistan.” December 1998, p. 1.
20 Japan Center for a Sustainable Environment and Society ( JACSES). “Report on Facts and Concerns Regarding Chashma Right Bank Irrigation
Project- Stage III (CRBIP-III) and Grievance Redress and Settlement Committee (GRSC).” 7 May 2003, p. 13.
21 Hirak Development Center, Damaan Development Organization, Action Aid-Pakistan, Creed Alliance, Chashma Affectees Committee,
SUNGI. “Chashma Inspection Request Filed with the Board Inspection Committee Under the Inspection Procedures of the Asian Development
Bank.” 19 November 2002.
22 Ibid.
23 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Chashma Command Area Development Project in
Pakistan.” December 1998, p. 2.
24 As quoted in “Chashma Inspection Request Filed with the Board Inspection Committee Under the Inspection Procedures of the Asian
Development Bank.” 19 November 2002, p. 27-28.
25 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Chashma Command Area Development Project in
Pakistan.” December 1998, p. 13.
26 Hirak Development Center, et al. “Chashma Inspection Request Filed with the Board Inspection Committee Under the Inspection Procedures
of the Asian Development Bank,” November 19, 2002, p. 28.



ADB provided $236.5 million in new loan commitments
to Sri Lanka.27 For 2003 through 2005, $600 million is
proposed for twelve loan projects in Sri Lanka.28 With new
hope for peace after nearly two decades of civil war, Sri
Lanka is likely to receive more loans from the ADB in the
coming years.

As of December 2002, the ADB had provided 112
loans to Sri Lanka to support projects in sectors such as
agriculture and natural resources, social infrastructure,
finance, and transport. The ADB’s record in Sri Lanka is
apparently even more dismal than its performance in
Indonesia or Pakistan. It appears that as much as 78 per-
cent of ADB projects in Sri Lanka may be considered
unsustainable or failures – the equivalent of $1.2 billion
of Sri Lanka’s debt to the ADB.

OED Project Performance Audit Reports for complet-
ed ADB projects in Sri Lanka reveal disturbingly consis-
tent failures, such as inappropriate project design; cost
overruns and time overruns of more than 100 percent; the
absence of Benefit Monitoring and Evaluation systems and
baseline data necessary for measuring success; policies and
projects that exacerbate poverty and increase social inequity
and ethnic tension; lack of consultation with prospective
beneficiaries and local communities; severe operation and
maintenance deficiencies and substandard construction;
project preparation based on assumptions instead of facts,
analysis, and an understanding of local realities; and a fail-
ure to mitigate severe environmental and social impacts.

Some of the most alarming failures are found in ADB-
supported irrigation projects in Sri Lanka. For example, the

“successful” Walawe Irrigation Improvement Project was
supposed to rehabilitate a deteriorating ADB project, but
the OED evaluation determined that the benefits under
the second project would also be lost within a decade.29

The “partly successful” Kirindi Oya Irrigation and
Settlement Project benefited only a small number of peo-
ple, despite its high cost, and actually increased income
inequality and social tensions in the project area. Local
communities were not adequately consulted and more cost-
effective alternatives were not considered.30

Given the ADB’s shockingly poor performance as
detailed in this report, it should come as no surprise that
recent ADB Annual General Meetings (AGMs) have been
the site of massive public protests. At the Bank’s meeting
in Thailand in 2000, over 5,000 villagers, fishers, farmers,
teachers and health workers affected by ADB projects sur-
rounded the meeting site, held demonstrations, and built a
shanty-town outside of the upscale hotel where the AGM
was being held. Tadao Chino, the President of the ADB,
refused to leave the hotel to meet with the protestors.

In an effort to avoid protestors at its 2001 meeting, the
ADB changed the planned U.S. venue from Seattle to iso-
lated Hawai`i where, despite the state’s dismal economic
situation, they “bullied local officials for all the financial
concessions they could possibly get,” “stoking fears of mass
unrest and prompting the largest law-enforcement opera-
tion in Hawai`i’s history.”31

On May 9, 2001, the Honolulu ADB meeting sparked
one of the largest mass demonstrations seen in Hawai`i in
close to 30 years.32 As protestors surrounded the Honolulu
Convention Center, ADB President Chino, apparently
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27 Asian Development Bank. 2002 Annual Report.
28 Asian Development Bank. “Country Strategy and Program Update (2003-2005), Sri Lanka.” July 2002.
29 Asian Development Bank Operations Evaluations Office. “Project Performance Audit Report on the Walawe Irrigation Improvement Project in
Sri Lanka.” December 1999, section III, p. 10-11.
30 Asian Development Bank Operations Evaluations Office. “Project Performance Audit Report on the Kirindi Oya Irrigation and Settlement
Project in Sri Lanka.” December 2000, p. 3, 11-12, 13.
31 “Protests, economic pain cloud Asian financial meet,” Reuters Press. 5/7/01; “ADB: Shanghaied in Honolulu,” Honolulu Magazine; “U.S. to pay
half of ADB security tab,” Honolulu Advertiser, 11/3/01. At the time, the state of Hawai`i had the highest debt levels in the United States (with
13 percent of general fund resources consumed by debt service). According to Honolulu Magazine, the ADB forced the state to waive its hotel tax
for the duration of the meeting, had all fees waived for use of the gigantic Honolulu Convention Center, “got more than a million dollars in com-
munications, limos, food, ‘gratuities’ and greeting services donated by local corporations,” “got [the head of the Hawai`i Tourism Authority] to give
the Honolulu Police Department $500,000 for riot toys out of his tourism budget,” and hired an intelligence consultant to “report on ‘the agenda
of the locals.” Hawai`i’s state and local police departments spent at least $3.3 million on security for the ADB meeting, only half of which was
refunded by the federal government. Prior to the AGM, a series of “ADB laws” were introduced at the Hawai`i state legislature and Honolulu City
Council, designed to severely curtail civil liberties. The ACLU brought a lawsuit alleging an “unlawful conspiracy” to violate First Amendment
Constitutional rights of ADBwatch members by the state of Hawai`i, the city of Honolulu, the Tourism Authority, and the Honolulu Police
Department in the context of the ADB AGM.
32 The “ADB AGM story” was voted one of the top ten news stories of the year in Hawai`i by the daily papers. The heavy-handed nature of the
ADB’s financial demands and security needs for their Honolulu meeting galvanized a wide range of ordinary citizens into taking part in the
demonstration at Honolulu Convention Center during the ADB meeting. The public mobilization against the ADB trained a new generation of
activists and set the stage for significant anti-war demonstrations in the years to follow.



fearing that the Honolulu police would attack them with
“clouds of tear gas, creating sizzling, pay-of-the day video
clips for the evening news” came out to meet the protes-
tors.33 A Thai villager affected by an ADB project held
President Chino firmly by the arm as a non-governmental
organization (NGO) leader read a detailed list of demands,
titled  “The People’s Challenge to the Asian Development
Bank,” signed by 68 NGOs (Appendix A).34

In “The People’s Challenge to the Asian Development
Bank,” groups asserted that the ADB has, “in the name of
development, …destroyed the livelihoods of people,
brought about the disintegration of local and indigenous
communities, violated ancestral domains, undermined sov-
ereign self-determination, promoted a sharp rise in
inequality, deepened poverty, and destabilized the environ-
ment.” They deplored “the inconsistency with which the
ADB requires good governance, transparency, and
accountability from borrowing governments while at the
same time, fails to impose the same strict standards upon
itself.” Seeking “genuine dialogue with the ADB,” signato-
ry organizations insisted that “development must not be a
process that creates refugees” and called upon the Bank to:

These demands are outstanding while protests
against the ADB continue. Given the ADB’s record in
countries such as Indonesia, Pakistan, and Sri Lanka,
urgent and far-reaching reforms are needed, in accor-
dance with the NGO demands cited above. Otherwise it
is clear that the ADB will increasingly be an engine for
economic failure, environmental destruction, indebted-
ness, and growing social and political instability
throughout the Asia-Pacific region.

Page 5

halt controversial/disputed projects and conduct
an independent review of projects “that directly
threaten people’s livelihoods and economic and
social security”;

acknowledge that ADB-financed projects have
displaced peoples and created a new class of “devel-
opment refugees”;

“assess the compensation needs of all those peo-
ple whose livelihoods have been negatively affected,
particularly those displaced as a result of past ADB
projects, using open, transparent, and participatory
processes” and implement adequate compensation
measures;

set up a “rigorous mechanism for reparation for
the negative impacts of past and existing projects”;

implement “appropriate mechanisms to monitor
the environmental, social, and economic impacts and
costs of all projects”;

implement “transparent and universally accessible
grievance procedures through which the ADB can
be held accountable for the violation of its own
guidelines”;

ensure that “review panels for projects, programs,
operations and governance” are “equally balanced in
their composition among affected peoples, civil soci-
ety and independent experts” and to ensure that
“affected peoples and civil society” have “the right to
select their own representatives on these panels”;

agree to halt, pending independent review, all
“sectoral reform processes” and the Bank’s “Private
Sector Development strategy”;

“take into consideration political, social and eco-
nomic realities” such as “distributional disparities
that render markets uncompetitive and exclude the
poor” and “weak governance structures that render
regulation ineffective and incapable of upholding
consumer and worker rights”;

ensure that future ADB policies and practices
“emerge from public debates and discussions, and
not through closed-door negotiations among elite
groups of ADB management, national and govern-
ment elites and technical ‘experts’”;

“open to public scrutiny decision making and
agreements between the ADB and host govern-
ments about programs and projects”;

agree to the “full and unconditional cancellation
of the illegitimate debts” of ADB’s borrowing coun-
tries, given that “close to 70 percent of its loans to
the developing countries will fail to produce lasting
economic or social benefits”.

33 “ADB: Shanghaied in Honolulu,” Honolulu Magazine, July, 2001.
34 The ADB held its next Annual General Meeting in Shanghai in 2002, a location perhaps more “secure” than Thailand or Honolulu. In 2003,
ADB cancelled the week-long AGM scheduled for Turkey citing security concerns related to the Iraq war. The AGM was moved to a one-day
meeting at Bank headquarters in Manila from which villagers and NGOs were excluded.
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Indonesia

1.  Introduction

Indonesia is, by far, the Asian Development Bank’s
biggest borrower. In 1969, the Asian Development Bank
(ADB or Bank) made its first loans to Indonesia for an irri-
gation project and an oil palm plantation project.2 By
2002, the ADB had approved 268 loans to Indonesia,
totaling $18.3 billion, including a $2.8 billion “crisis man-
agement intervention” loan package. This chapter repre-
sents an attempt to assess the ADB’s record in Indonesia,
based entirely on the Bank’s own documents. It includes
assessments and summaries in the Bank’s own words of $1.6
billion worth of loans – over 10 percent by value – of all
ADB loans to Indonesia made prior to the crisis interven-
tion package. If we utilize project sustainability as the stan-
dard of project success, as defined by the 2000 bipartisan
Congressional International Financial Advisory
Commission (the Meltzer Commission), the shocking
conclusion is to be that at least 70 percent of Indonesia’s
ADB projects are not likely to produce lasting economic
or social benefits for the country – a disaster for heavily
indebted Indonesia.

In 1993, when Indonesia’s debt to the ADB totaled
$10 billion, the ADB’s evaluation office rated a mere 57
percent of the Bank’s Indonesia projects that it had assessed
between 1966 and 1993 as “generally successful.”3 This
reflects the average “success” rate of ADB projects through-
out the Asia-Pacific region as documented in the March
2000, “Report of the [ADB] President to the Board of
Directors on 1998 Evaluation Activities and the Twenty-
First Annual Review of Evaluation Reports.” The 2000
President’s Report found that “in both 1998 and 1999, just
under 60 percent [of the loans evaluated] were generally
successful, 30 percent partly successful, and the remainder 

unsuccessful.”4 In 2003, the ADB’s OED claimed region-
al “success” figures of 61 percent.5

If we assume that ADB projects rated “highly success-
ful,” “generally successful,” or “successful” actually were suc-
cessful, and if we extrapolate these numbers to the $16 bil-
lion of non-crisis debt generated by Indonesian ADB proj-
ects through 2002, this would mean that by 2002, close to
$5.9 billion of Indonesia’s debt load was generated by
largely unsuccessful projects. As we will see later, the
ADB’s own studies indicate that many, if not most, of these
projects are wasteful or harmful. It is beyond the scope of
this report to analyze the significant additional funds spent
by the Government of Indonesia directly on each ADB
project or the significant “sister institution” loans – i.e. from
the World Bank, export credit agencies, and other lenders
– for projects involving ADB finance.

Such an assumption, however, most likely greatly
understates the failure of ADB investments to provide last-
ing economic and social benefits to the Indonesian people
since the ADB estimates that half of the projects rated
“successful” are, nevertheless, of questionable sustain-
ability. That is, they are not likely to provide long-term
economic benefits either during or after the lifetime of
the project. If the “successful” rating of the ADB’s
Indonesia projects has been overstated, or merely reflects
the provision of ADB “inputs” during a loan period and
does not reflect actual project sustainability, then the
level of wasted funds is likely to be much higher. An
“Annual Review of Evaluation Activities in 2002,” consist-
ing of an audit of 27 projects throughout Asia was pub-
lished by OED in 2003. This study identified “major
design flaws” in “all projects rated partly successful.”6

Chapter 1: TThhee  AAssiiaann  DDeevveellooppmmeenntt  BBaannkk  iinn  IInnddoonneessiiaa11

Stephanie Gorson Fried, Ph.D., Environmental Defense

1 Please note: This chapter represents excerpts from a more detailed analysis of three decades of ADB projects in Indonesia by S. Fried which will
be published separately and which will include an assessment of the ADB’s recent $2.8 billion “crisis management” package.
2 Asian Development Bank Post-Evaluation Office. “ Country Synthesis of Post-Evaluation Findings in Indonesia.” December 1993.
3 Ibid, p.13. It is interesting to note that in 1993, twenty-four years after first initiating projects in Indonesia, the ADB had only conducted post-
completion evaluations of 35 percent of its Indonesian projects, representing only 16 percent or $1.6 billion of the country’s ADB-related debt.
4 Asian Development Bank Operations Evaluation Office. “Report of the President to the Board of Directors on 1998 Evaluation Activities and
the Twenty-First Annual Review of Evaluation Reports.” March 2000, p. ii.
5 www.adb.org, “Evaluation”: “Altogether, 915 projects and programs completed from 1974 to 2001 have been evaluated. The distribution of rat-
ings is as follows: 61% rated highly successful, generally successful, or successful; 30% rated partly successful; 9% rated unsuccessful.” Updated 19
May 2003.
6 Asian Development Bank Operations Evaluations Department. “Annual Review of Evaluation Activities in 2002.” May 2003, p. viii.

Regina Gregory, ADBwatch
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Given that in 2000, the ADB’s evaluation office
found that half of all audited projects rated “successful”
by the Bank were of questionable sustainability, there is a
considerable likelihood – considering the failings of the
“partly successful” projects as per the ADB’s 2002 report
– that more than 70 percent of Indonesia’s ADB projects
will fail to produce lasting economic or social benefits for
the country. This is a clear disaster for the heavily
indebted Indonesian economy since unsustainable and
failed projects are potentially the equivalent of  $11.36
billion of Indonesia’s $16 billion in ADB project debt.7

What is noteworthy about ADB projects in Indonesia
is the consistent lack of routine monitoring throughout the
lifetime of a project and the significant lag time between
loan approval, project completion, and post-project audit.
The lengthy period from approval to audit, which often
stretches over a decade, and the lack of routine monitoring
and corrective action, has allowed the ADB to initiate and
expand projects with patently obvious flaws, including
those which clearly present a danger to human health, the
environment, and/or the sound functioning of government
agencies, banks, or and the private sector.

The ADB recently began making certain project audit
documents widely available to the public via the internet.
By April 2001, the Bank's website listed 104 Indonesian
projects, some of which had Project Performance Audit
Reports (PPARs) or similar documents available directly
via the Internet. This paper presents an analysis of 22 proj-
ect audit documents made available to the public by the
ADB, either downloaded from the website or ordered
directly from the Bank. These audit documents are typical
of those listed on the ADB website, and represent cate-
gories of projects rated “successful/generally successful,”
“partly successful,” and “unsuccessful” by the Bank
throughout a wide range of sectors.

A search through the ADB’s records of its Indonesian
projects revealed that projects rated “generally successful”
by the ADB can (according to the OED) involve massive
unmonitored resettlement components, can be patently

unsustainable, can include projects where “record keep-
ing also seems to have been abandoned” and can be so
poorly structured that rapid deterioration of project
infrastructure is inevitable.

The “partly successful” category appears to be an ADB
euphemism for “largely unsuccessful” or “troubled.” This
category includes projects such as a $250 million Food
Crop Sector loan, where auditors found that the Bank had
failed to carry out the most basic analyses of the implica-
tions or impacts of its policy recommendations, had failed
to identify “intended beneficiaries” of the policy changes,
and found that “the overall impact of the Program Loan is
not clear” because “there were no performance indicators
against which Program impact could be assessed.”8 This
loan also appeared to involve significant procurement
irregularities.

The “partly successful” category also includes a $38
million health project where the OED found that “user
demand, actual needs, and operating capacities of the hos-
pitals” funded by the project had never been analyzed by
the Bank or by the Indonesian implementing agencies,
leading to a failure to supply badly need medical equipment
to the hospitals.9 According to the OED, despite the
Bank’s intention of increasing public access to health care
via this loan, hospital “bed occupancy rates did not change
significantly over the past six years” of the project.10

Auditors also discovered that it wasn’t until six years into
the project that the establishment of a system for “benefit
monitoring and evaluation,” including the collection of
baseline data, was discussed.11 The OED stated that they
“did not have the impression that a functioning Benefit
Monitoring and Evaluation system was in place and used
by management.”12

An examination of publicly available ADB documents
indicates that the ADB’s “unsuccessful” project category
appears to mean “abysmal failure” and often indicates proj-
ect-related damage to the environment, the economic
structure, and/or human health.13 Unsuccessful projects
include the $29.5 million Agro-Industries Credit Project

7 It is beyond the scope of this paper to assess the additional $2.8 billion in ADB “crisis management” loans.
8 Asian Development Bank Post-Evaluation Office. “Program Performance Audit Report on the Food Crop Sector Program in Indonesia.”
December 1997, p. 4, 6.
9 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Health and Population Project in Indonesia.” June
1997, p. 6.
10 Ibid, p. 8.
11 Ibid, p. 4.
12 Ibid, p. 5.
13 Note that projects linked to socioeconomic or environmental damage are not, however, confined to the “unsuccessful” category.
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which provided capital to an Indonesian agricultural bank,
Bank Bumi Daya, to make loans to “agro-industry” subpro-
jects such as environmentally destructive shrimp farms (“all
discharges from the shrimp ponds were directly diverted to
the sea without any treatment”).14 Three-fifths of the sub-
projects failed and 90 percent of the projects with out-
standing loans defaulted, affecting the “creditworthiness” of
Bank Bumi Daya itself.15

Of the audit reports examined for 22 projects, repre-
senting over $1.5 billion of ADB loans, eight were initial-
ly appraised as “generally successful/successful,” eleven
were considered “partly successful,” two were considered
“unsuccessful,” and one $250 million project could not be
rated “since an evaluable design framework was not provid-
ed at approval” and “targets were not set at approval.”

2.  Project Analysis by Sector

2.1  Roads – “Successful”

The $151 million Third Local Roads Project loan was
approved in 1993, closed in 1998, and audited in 2002.
This project was categorized as “successful” although the
OED considered the project “less likely” to be sustainable
and “less efficacious in meeting its stated objectives.”16

This project prioritized the maintenance of existing roads
over the expansion of Indonesia’s road network. It financed
over 10,000 person-months of domestic consultants and
500 person-months of international consultants. The OED
noted that 1,800 separate road contractors were hired
under “local competitive bidding procedures” and the
majority of these contractors did not own their own con-
struction equipment.17 Only half of the original road links
proposed were actually retained in the project.

Contractors chose to apply inexpensive and unstable
penetration macadam (penmac) surfacing to the majority
of the project roads, instead of using a higher quality but

more demanding machine-laid hot mix, such as asphaltic
concrete. The OED noted that “most of the asphalt
sprayers had broken several years ago and are not in use.”18

Post-construction monitoring by consultants “showed that
35 percent of penmac surfaces had severe defects within 3
years; all of these roads were likely to soon be in poor con-
dition unless effective maintenance was applied.”19

OED found that “overall maintenance performance
was unsatisfactory” and that equipment provided for rou-
tine maintenance operations “performed with mixed results
and suffered from a lack of replacement parts,”
Additionally, the implementing agencies had refused to
implement the standard design recommendations, espe-
cially those requiring the installation of proper side drains
along road improvements.20 Auditors found that “instead,
the funds to build drains were used to further extend the
length of improved road surfacing” but that the individual
road links “are usually short, averaging about 5km in
length.”21 OED noted that “inadequate drainage accelerat-
ed road deterioration, particularly for penetration
macadam (penmac) surfaces, compounding the already
high maintenance burden. The decision to not include
proper road drainage likely reduced sustainability of the
improved road links.”22

Noting that “the significant benefits gained from road
improvements are rapidly lost without proper road mainte-
nance,” OED found that “routine or periodic maintenance
works had been carried out on many road links, but in gen-
eral appeared inadequate.”23 Auditors reported that “the
upgrading program has diverted funds away from mainte-
nance.” They noted: “none of the loan covenants directed
towards increasing…maintenance funding levels were
complied with.”24 Loan covenants had required that “rou-
tine and periodic maintenance be extended to cover 100
percent of the maintainable network…by 1997” and that
the government “increase funding for maintenance in the
project.” The ADB took no steps to correct these signifi-

14 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Agro-Industries Credit Project in Indonesia.”
January 1996, p. 16.
15 Ibid, p. 18.
16 Asian Development Bank Operations Evaluation Department. “Project Performance Audit Report on the Third Local Roads Project in
Indonesia.” December 2002, p. iii, 15.
17 Ibid, p. iv, 5.
18 Ibid, p. 9.
19 Ibid.
20 Ibid, p. iv, v.
21 Ibid, p. vi, 6.
22 Ibid, p. 5, 6.
23 Ibid, p. v.
24 Ibid, p. 3.
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cant flaws. In 2002, while categorizing this project as  “suc-
cessful,” the OED acknowledged that “no progress has
been made towards achieving the maintenance funding
levels specified in the covenants….”25

2.2  Agriculture

Of the Indonesian projects evaluated by ADB auditors
in 1993, the “agro-industry sector” made up the majority of
ADB loans. A total of $2.9 billion in loans had been made
for 71 projects, representing 40 percent of the Bank’s proj-
ects in Indonesia at the time. Seventy percent of the agri-
cultural projects assessed were not “generally successful”26 –
that is, the auditors rated them “unsuccessful” or  “partly
successful.”27 Only eight projects were rated generally suc-
cessful. The agricultural projects had an average imple-
mentation delay of 2.2 years, or a 59 percent time overrun.
Twelve projects had cost overruns averaging 108 percent,
while 14 projects experienced cost underruns of 25 percent.

This analysis provides an overview of ADB activities in
Indonesia’s agricultural sector, examining eight projects
totaling $559 million in ADB finance – beginning with the
Bank’s very first loan to Indonesia for an oil palm estate.28

Of these projects, the ADB categorizes one of them as
“generally successful,” six as “partly successful,” and one as
“unsuccessful.” However, none of these projects perform
well under closer scrutiny. The ADB’s project audit reports
reveal a number of serious problems associated with proj-
ects in this sector, including the massive displacement of
local communities, community impoverishment, malnutri-
tion, the destruction of some of the world’s most sophisti-
cated traditional irrigation systems, the squandering of loan
funds, environmental degradation, an absence of basic cost-
benefit analyses, a lack of benefit monitoring and evalua-
tion (BME), and a lack of attention to the operations and
maintenance procedures (O&M) necessary for project sus-
tainability.

The ADB audit reports directly call into question the
sustainability of four of the eight projects analyzed (includ-
ing the “generally successful” project). In addition, drawing
attention to inadequate operations and maintenance proce-
dures, auditors raise serious doubts about the sustainability
of the other four projects. Where questions of sustainabil-
ity were not directly raised, the auditors noted problems
such as the inability of “management to cope” if technical
assistance funds ended,29 the continued reliance on
“Central Government funding” for O&M,30 and that local
capabilities for O&M “were weakened due to the
Project.”31

One of the major causes that the OED cites for the
faults in project design, implementation, and sustainability
is the lack of significant consultation with local communi-
ty “beneficiaries.” It seems to be a common trend for the
ADB, and its government partner agencies, to be entirely
ignorant of, or to completely overlook the experience,
knowledge, and survival systems of the people named as
“beneficiaries” of the loans. In the majority of the projects
in this sector, ADB auditors noted: 1) a lack of local con-
sultants that resulted in potential project design flaws; 2)
that “appraisals should examine the likely impact of a proj-
ect on underprivileged groups that will be affected by it;”32

and 3) that projects “did not provide adequate beneficiary
participation.”33

The $2.4 million Sawit Sebarang Oil Palm Estate loan
was approved in 1968-69, closed in 1974, and audited in
1976. ADB’s first project in Indonesia began in 1969 not
long after massive “anti-Communist” massacres, and repre-
sented an attempt to jump-start the expansion of
Indonesia’s notorious oil palm sector. Indonesia’s oil palm
sector has been troubled by labor abuses and environmen-
tal problems, and – after massive and uncontrolled expan-

25 Ibid.
26 Asian Development Bank Post-Evaluation Office. “Country Synthesis of Post-Evaluation Findings in Indonesia.” December 1993, p. 2.
27 Asian Development Bank Operations Evaluations Department. “Annual Review of Evaluation Activities in 2002.” May 2003, p. viii.
28 Please note that project dollar values have not been adjusted for inflation. That is, values for a 1995 project are expressed in 1995 dollars.
29 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Sawit Sebarang Oil Palm Estate Project in
Indonesia.” June 1976, p. 73.
30 Asian Development Bank Post Evaluation Office. “Project Performance Audit Report on the Irrigation Package Project in Indonesia.”
September 1996, p. 3.
31 Asian Development Bank Post-Evaluation Office. “Reevaluation of the Bali Irrigation Sector Project.” December 1997, p. iii.
32 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Sawit Sebarang Oil Palm Estate Project in
Indonesia.” June 1976, p. 73.
33 Asian Development Bank Post Evaluation Office. “Project Performance Audit Report on the Irrigation Package Project in Indonesia.”
September 1996, p. 9.

2.2.1  Oil Palm – “Partly Successful”
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sion – is linked to some of the most damaging forest fires
in the world. The ADB’s first Indonesian project aimed to
rehabilitate and expand the 11,000 hectare Sawit Sebarang
palm oil estate – the largest oil palm plantation in
Indonesia, with a labor union recently destroyed in the
aftermath of the killings that ushered in the Suharto
regime. The project involved support for the import of
agrochemicals for the plantation and the import of mill
parts, transportation, and earth-moving equipment for use
in the World War II-era mill. Thereafter, the oil palm
estate was expected to finance mill expansion and other
infrastructure.

This first project, however, represented an inauspicious
beginning for the ADB’s Indonesian portfolio. Auditors
found that “yield projections of the Appraisal Report were
rather unrealistic” and included gross errors such as the
assumption that harvest would occur immediately upon
fruiting of the trees.34 In reality, harvest occurs after palms
have fruited for five years (that is, eight years after plant-
ing). Other assumptions included the idea that there would
be “an immediate effect of fertilizers on yield, while it actu-
ally takes two years before there is a response to fertiliza-
tion.”35

Instead of switching to a more efficient system of press-
es (recommended by the Economist Intelligence Unit), the
project followed consultants’ advice to rehabilitate 10 of the
13 hand-operated hydraulic presses which were far less effi-
cient than the recommended screw presses.

Auditors noted that “since the failed communist coup
in 1965, when large numbers of people were killed at Sawit
Sebarang, there has been no effective union.”36 They con-
clude that the project has negatively impacted plantation
laborers and that “estate workers are substantially worse off
than they were before the rehabilitation, and in addition
lack the protection from inflation of being paid mainly in
kind.”37 Furthermore, auditors reported that:

According to ADB auditors, the project initiated
sprayings “with two different organic phosphates which are
very toxic for birds, fishes and other small animals. Some
of the birds are the natural enemies (predators) of the
caterpillar. Spraying with these chemicals seems to have
disturbed the natural balance … with the result that cater-
pillar attacks have become a continuous problem on the
estate, instead of a plague which appears only once in six
years.”45

The ADB auditors state with frankness, “[t]he ulti-
mate justification for development finance is the relief of
poverty. It would be difficult to justify a project such as

34 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Sawit Sebarang Oil Palm Estate Project in
Indonesia.” June 1976, p. 33.
35 Ibid, p. 37.
36 Ibid, p. 60.
37 Ibid, p. 56.
38 Ibid, p. 8
39 Ibid, p. 9.
40 Ibid, p. 50.
41 Ibid, p. 52.
42 Ibid.
43 Ibid, p. 55.
44 Ibid.
45 Ibid, p. 42.

 “real income of workers (from wages) has not risen
and   may have fallen, yet they and their families are
working significantly harder and longer.”38

 “Other income opportunities for workers have been
reduced, further reducing real income and independ-
ence.”
 “Abandoning most payments in kind has been bad

for workers and their families – in terms of security,
diet, health and (probably) real income.”39

 “Overall, direct employment [by the plantation] has
fallen by just over 600, or 13%.”40

 “Factory workers have no choice: they simply work
a two-shift system which has recently meant working
an 11-hour shift in hot and noisy conditions.”41

 “Other relatively minor changes have also had the
effect of making families work harder for the estate….
cattle-owning has been forbidden on the estate; estate
workers have been forced to reduce the size of their
private gardens to only 400 square meters.”42

 “Quite a lot of child illness is directly or indirectly
attributable to malnourishment, especially the absence
of milk in the diet of very young children since the
ending of payment in kind and cattle-owning.”43

 “Local diets have also deteriorated because aerial
spraying has killed fish in the rivers.”44
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Sawit Sebarang if it were to lead to the progressive impov-
erishment of the work force, or to neglect opportunities to
create local income…. Certainly it should no longer be
assumed that growth will inevitably benefit the poorest
groups in a society. Nor should it be assumed that income
distribution can be taken care of after growth has taken
place, because growth often strengthens existing economic,
political and social structures….”46

Unfortunately, these early insights – like many of those
found in ADB audit documents – would not be heeded in
the design of future projects.

Decades after the “partly successful” Sawit Sebrang oil
palm project, the ADB still endorsed agricultural projects
with extraordinarily damaging “side effects.” Here we
examine the $137.4 million Nusa Tenggara Agricultural
Development Project loan (approved in 1989, closed in
1995, and rated “successful” in 1999), the $33.6 million
Bali Irrigation Sector Project loan (approved in 1983,
closed in 1989, rated “partly successful” in 1997), and the
“partly successful” $76.9 million Irrigation Package Project
loan, approved in 1982, closed in 1992, and audited in
1996. Together these projects accounted for $247.9 million
in ADB loans. The Project Performance Audit Reports,
however, all raise substantial questions regarding the eco-
nomic, social or environmental sustainability of each of
these projects. The auditors found ignorance of, disregard
for, and destruction of traditional water resource systems, a
lack of significant benefits to any of the intended benefici-
aries, and a lack of suitable support for operations and
maintenance of equipment and irrigation systems.

For these projects, the auditors reported that “none of
the beneficiaries interviewed reported any perceptible gain
in output;”47 that “irrigation schemes [were] experiencing
declining cropping intensities due to restricted water avail-
ability resulting from a lack of effective canal mainte-
nance;”48 that “neither the original Project design nor actu-

al implementation paid much attention to cost recovery,”
and as a result “the operation and maintenance (O&M) of
the Project areas continues to rely on Central Government
funding.”49

The ADB auditors expressed concern about the fact
that the $137.4 million “successful” Nusa Tenggara
Agricultural Development Project (NTADP) featured the
resettlement of close to 5,000 people by Indonesian offi-
cials who could not communicate with them due to “lan-
guage difficulties” and “cultural issues.” Auditors noted
that there was “… no organized monitoring of the extent
and the manner in which the resettlement plan was imple-
mented.”50 The project was rated “successful” despite the
fact that it was likely to be unsustainable due to lack of
budgetary support for operations and maintenance and
provision of support services.51

In their re-evaluation of the “partly successful” Bali
Irrigation Sector Project, auditors noted that the subak
“with its carefully crafted rules, roles, rights and responsi-
bilities, is one of the world’s best examples of a long-endur-
ing local resource management system.”52 However, the
ADB project “did not significantly increase water availabil-
ity” and completely ignored and damaged the subak system
and local ecosystems, with an “inappropriate design for hill
conditions,” by pumping sea water onto crops, failing to
“recognize the complexity of long-standing water rights,”
thus leading to conflicts. Auditors noted that “project
design failed to recognize that most subaks had already
extended paddy cultivation to all available land where water
resources were available.” In addition, they found that
“subak capabilities for operation and maintenance were
weakened due to the project….”53

According to OED, in the design of the Bali irrigation
subprojects, the “creation of common weirs for different
subaks without their consultation and without regard to
long-standing water rights resulted in conflicts among sub-
aks which were unresolved for a long time.”54 OED’s audit
report also stated that “the significant rise in pesticide poi-

46 Ibid, p. 49.
47 Asian Development Bank Post-Evaluation Office. “Reevaluation of the Bali Irrigation Sector Project in Indonesia.” December 1997, p. 4.
48 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Nusa Tenggara Agricultural Development
Project in Indonesia.” December 1999, p. i.
49 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Irrigation Package Project in Indonesia.”
September 1996, p. 3.
50 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Nusa Tenggara Agricultural Development
Project in Indonesia.” December 1999, Appendix 4, p. 1.
51 Ibid, p. 1.
52 Asian Development Bank Post-Evaluation Office. “Reevaluation of the Bali Irrigation Sector Project in Indonesia.” December 1997, p. 1.
53 Ibid, p. iii.
54 Ibid, p. iii-iv.

2.2.2 Irrigation -“Successful,”“Partly Successful”
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soning should be checked.”55 OED found that because of
the numerous technical and sociocultural blunders of the
Bali Irrigation Sector Project – resulting in part from the
fact that it “did not provide adequate beneficiary participa-
tion”56 – “the social cohesiveness of subaks had declined,
and a dependency syndrome had developed.”57

In the aftermath of the Bali Irrigation Project, the
ADB initiated a costly “special maintenance program” to
restore the subaks to their original state. The process of
removing the new structures and restoring the traditional
infrastructure still continued sixteen years after the loan
approval. “Subak members were responsible for making
some of the changes and repairs using their own financial
resources under coordination with the Project authori-
ties.”58

The $14.18 million South Kalimantan Livestock
Development Project was approved in 1979, closed in
1987, and audited in 1996. The audit report for this “part-
ly successful” project raises substantial questions regarding
the validity of the benchmarks the ADB uses to determine
ratings of “partly successful.” The intention of the project
was to generate higher farm incomes through the sale of
animals and crops and to develop a surplus of livestock for
contribution to the national meat supply.

This “partly successful” project distributed thousands
of cattle and goats to smallholders in South Kalimantan
under a complex and poorly administered “monetized”
repayment-in-kind system. The value of each animal was
counted as a financial loan. To repay this debt plus inter-
est, farmers were expected to return two offspring for every
animal received. The offspring would in turn be distrib-
uted to perpetuate the program. However, due to the
“large amount of effort for little or no gain” involved in col-
lecting fodder for the animals (the OED estimated “up to
93 days per farm per year”, many farmers chose the imme-

diate benefit of selling or consuming the animals rather
than feeding and breeding them. While over 23,000 cattle
were distributed, only 2,700 offspring became available for
redistribution. Virtually the entire 27,000-strong herd of
goats disappeared.59 The farmers who produced offspring
were also unable to clear their loans, as the average sale
value of two returned animals was only about 60 percent of
the average value of the originally distributed one. The
OED found that “all [of the new project facilities] have
now deteriorated and are no longer usable.”60

The audit report noted that this project “required inno-
vation by beneficiaries in three areas, namely, the adoption
of plowing, the management of exotic livestock, and the
achievement of reasonable levels of livestock nutrition.”
Auditors stated that the project extension materials had
“few useful messages for smallholders…partly because the
program is not based upon any detailed knowledge of the
constraints in smallholder production systems.”61

At appraisal, the project was predicted to have a rate of
return of 18 percent. In 1987, the economic internal rate
of return (EIRR) was estimated to be 15 percent (at proj-
ect completion), yet two years later during post-evaluation,
the EIRR was estimated at 2.7 percent. Finally, the EIRR
was recalculated to be 5 percent because of an increase in
the price of beef, which in part resulted from failure of the
project to significantly increase the supply.

ADB auditors directly questioned the sustainability of
the project, noting that “[t]he production support compo-
nents were considered ineffective;”62 “[t]he credit system,
which was to enable a post-Project program of livestock
distribution for the continuing rapid expansion of the
provincial livestock base, did not work,”63 and “[t]he credit
program did not lead to the establishment of a sustainable
demand for formal livestock credit.”64 In addition, the lack
of attention to local production systems and constraints
again played a significant part in the problems encountered
with the project.

55 Ibid, p. 4.
56 Ibid, p. 3.
57 Ibid, p. 4.
58 Ibid, p. 7.
59 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the South Kalimantan Livestock Development Project
in Indonesia.” June 1996, p. 11.
60 Ibid, p. 9.
61 Ibid, p.15.
62 Ibid, p. 2.
63 Ibid.
64 Ibid, p. 12.

2.2.3  Livestock – “Partly Successful”
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The $250 million Food Crop Sector Program loan was
approved in 1990, closed in 1992, and rated “partly success-
ful” in a 1997 audit. The Agro-Industries Credit Project,
approved in 1987,65 closed in 1992, and rated “unsuccess-
ful” in 1996, accounted for $279.5 million in ADB finance.
ADB auditors raised questions about the sustainability of
both projects.

The impacts of the “partly successful” $250 million
structural adjustment loan for the Food Crop sector mysti-
fied even the ADB auditors who found that it was difficult
to evaluate the program since no specific benchmarks for
success had been identified by the Bank when it made the
loan. They noted that during the time of the policy
reforms associated with the loan, the gap between rich and
poor had increased, but they could not tell if this was a
result of the policy changes.66 According to OED, since the
Bank had not even attempted to identify who would bene-
fit from the policy changes, there was no way to measure
impact of the policy changes on intended beneficiaries.67

Although the loan was mandated for imports in the
food crop sector, the OED found that there were signifi-
cant irregularities in procurement. For example, 16 percent
of the procurement funds were spent on textile raw mate-
rials such as acrylic fibers, yarn, and cotton.68 The ADB
allowed these purchases. The OED noted that the Bank of
Indonesia was “competent” at withdrawing loan funds but
“had no responsibility or authority for implementing any of
the policy reform measures of the Loan other than the
credit policy reforms.” It was “unclear whether any signifi-
cant coordination or monitoring was conducted” by the
Bank of Indonesia or any of the six other Indonesian gov-
ernment agencies involved in the loan outside of the two
ADB review missions.69

The OED reported that the ADB had failed to do the
most basic analysis and monitoring of the loan and of the
impacts of its policies – the ADB required Indonesia to
reduce fertilizer subsidies but failed to analyze what would
happen if these subsidies were implemented. According to
the OED, the ADB also failed to assess “in a systematic
and analytical manner” many details of the fertilizer sector
and its usage, “of crop production and farm incomes, cred-
it, interest rates, irrigation fees, etc.”70 In addition, they
found that significant funds had been expended to develop
an expensive and useless “computerized database” which is
now “neither maintained nor used.”71

Finally, the auditors criticized the large size of the loan:
“This Loan followed two large Program loans already pro-
vided to Indonesia and these, and the size of the country
program to Indonesia, seem to have influenced the size of
the Loan, rather than the possible costs of the reforms.”

The Agro-Industries Credit Project – an abysmal fail-
ure which, along with other ADB projects, helped create
some of the conditions leading to the collapse of the
Indonesian financial system – provided capital to an
Indonesian agricultural bank, Bank Bumi Daya (BBD) to
lend (in seven instances, representing 35 percent of project
funds, lump sums of more than $1.5 million) to “agro-
industries.” This project not only bankrolled environmen-
tally destructive shrimp farms (“all discharges from the
shrimp ponds were directly diverted to the sea without any
treatment”) and an “environmentally unsound” animal feed
factory, but three-fifths of the projects failed and 90 per-
cent of the subprojects with outstanding loans defaulted.72

The project also sharply negatively affected the “creditwor-
thiness” of Bank Bumi Daya itself.

The OED noted that “the Project would also rate as
unsuccessful based on the collectability criteria of the Bank
Bumi Daya with more than four-fifths of subprojects rat-
ing as irregular, doubtful, and outright losses. In terms of
the Bank’s criteria on rates of return, more than half of the
projects would have negative to zero Financial Internal

65 Asian Development Bank Post-Evaluation Office. "Program Performance Audit Report on the Agro-Industries Credit Project in Indonesia."
January 1996. This document does not include a chart indicating project approval date, but the text appears to indicate that the project was
approved in or around 1987 (p. 5).
66 Asian Development Bank Post-Evaluation Office. “Program Performance Audit Report on the Food Crop Sector Program in Indonesia.”
December 1997, p. 6.
67 Ibid, p. 9.
68 Ibid, p. 15.
69 Ibid.
70 Ibid, p. 16.
71 Ibid.
72 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Agro-Industries Credit Project in Indonesia.”
January 1996, p. 16, 18.
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Rates of Return, and implicitly, EIRRs…Although the
loan covenants made it mandatory for a subproject to have
a minimum EIRR of 10%, in no instance did the Bank
Bumi Daya calculate the EIRR for any subproject.”73

Furthermore, the ADB “failed to verify” as required, the
creditworthiness of subprojects receiving more than $1.5
million each. Such projects used up 38 percent of the total
loan funds.74

According to auditors, “The Bank provided an adviso-
ry technical assistance (TA) of $400,000 to Indonesia’s
Development Banking Institute (IBI), to develop its capac-
ity to conduct market studies, provide a data collection cen-
ter and develop a training curriculum in market analysis
and project appraisal. The market studies and training
courses prepared by the consultants from this TA were not
useful to IBI nor Bank Bumi Daya staff who seemed obliv-
ious about its existence and who were unable to participate
in any of the training courses sponsored by the TA.”75

The “generally successful” Seventh, Eighth and Ninth
Port Project loans amounted to $205.33 million in ADB
loans. “The Seventh Port Project [approved 1984, complet-
ed 1992, audited 1999] comprised the construction of an
international container terminal at Surabaya, provision of
container handling, and other related equipment. The
Eighth Port Project [approved 1986, completed 1992,
audited 1999] comprised construction and rehabilitation of
ports in Banjarmasin and Balikpapan, and provision of tug-
boats, computer equipment, and consulting services.
ADB’s loan for the Ninth Port Project [approved 1989,
completed 1994, audited 1999] financed civil works for
rehabilitation at 16 secondary or smaller ports.”76

Major design flaws associated with these three projects
included: (a) adherence, in projects completed in 1992 and
1994, to a port hierarchy system that had been abolished in
1985; (b) significant errors in estimating demand; and  (c)
“incorrect assumptions” such as “port revenues are affected
immediately by an investment.”77 These errors led to faulty
predictions about the size of the ships to be expected at the
various ports, facilities that were too small, and poor finan-
cial returns.

In addition, auditors illustrated the disregard for envi-
ronmental analysis in these three massive projects with
statements like: “Dredging spoil has been discharged into
sea, about 20 km offshore, for almost 20 years, without
problems,” and “[t]he dredged material was discharged in
deep water outside the Madura Strait. The port…was
aware that it would not have any significant detrimental
impacts on marine life or seabed contours.”78

The OED found that the Seventh Project “was carried
out for the wrong clients” who “were not able to compel the
dock workers to change their existing practices.”79 “[T]he
$2 million rail link to the port, which was funded under the
7th Port Project, still has little traffic,” seven years after
completion.80

During the Eighth Project, “the 320-m extension at
the main public berth [in Balikpapan] recommended by
the consultant was reduced to 60 m. This was a mistake.
…. The port had to build another 160m with internal
funds.” The “dominant financial benefit was debatable. It
consisted of the savings to [parastatal] Perums III and IV
resulting from a program of staff reductions and cost cut-
ting supported by the ADB.”81 The “high cost of mainte-
nance dredging” and lack thereof meant that “the ships
calling are smaller than expected, partly because the chan-
nel was not dredged to the design depth.”82

73 Ibid, p.18.
74 Ibid, p. 9.
75 Ibid, p. 4.
76 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Seventh, Eighth, and Ninth Port Projects in
Indonesia.” December 1999, p. v.
77 Ibid, p. III-4.
78 Ibid, Appendix 4, p. 5.
79 Ibid, p. iv-1.
80 Ibid, p. vi.
81 Ibid, Appendix 4, p. 1.
82 Ibid, p. iv-1.
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Auditors concluded that “the economic and financial
analyses [of the Ninth Project] could not be carried out on
a rational basis.”83

OED reported that “[t]he two most lucrative berths (at
Tanjung Priok and Surabaya) have been handed over to
foreign companies [Hutchison of Hong Kong and P&O of
Australia], which, although efficient, often have a keen eye
for a monopoly position in the countries in which they
operate.”84 Furthermore, according to the OED, “There are
no plans to require the private concession holders to reduce
tariffs, as might be expected when private specialist firms
replace state monopolies. On the contrary, the private con-
cession holders are reported to have already exerted pres-
sure for an increase in tariffs (although without success).”85

Auditors also found that at the same time the ADB was
helping port authorities to finance infrastructure, a separate
agency overseeing state-owned enterprises was trying to
sell the ports to private hands. Experience at ports that had
already been privatized was not impressive.

The $73.3 million Marine Sciences Education Project
loan was approved in 1988, closed in 1997, and was initially
rated “successful” in the 1997 Project Completion Report.
However, a 2000 OED Project Performance Audit Report
downgraded this project to “partly successful.” The project
was “formulated to diversify the economy away from oil
products, improve nutrition, and train professional-level
human resources in marine sciences to optimize the utiliza-
tion of marine resources under sustainable conditions” and
“to assist the Government in achieving an optimal utilization
of living marine resources in Indonesia under sustained yield
conditions.”86 The project involved “institutional strengthen-
ing” in Marine Sciences Education at six Indonesian univer-
sities: Institut Pertanian Bogor (IPB), Hasanuddin
University (UNHAS), Diponegoro University (UNDIP),
Sam Ratulangi University (UNSRAT), University of Riau
(UNRI), Pattimura University (UNPATTI).87

Auditors remarked upon “the poor condition of some
of the equipment and vessels; underutilization of books,
equipment, and many buildings; absence of meaningful
Benefit Monitoring and Evaluation, …the closing of
UNPATTI’s main campus; nonfunctionality of the
Likupang Field Station, Inactivity at IPB [university];
deterioration of the Barang Lompo Field Station; almost
universal absence of a fertile academic atmosphere; diffi-
culty of graduates in finding relevant employment; lack of
coordination among project universities and staffs; failure
of overseas training to make a meaningful change in the
fellow’s roles; uneven quality of research; meager interface
with the private sector; and failure to have an effect on the
use of marine resources, nutrition, or the economy.”88

In addition, the auditors found that the Bank had can-
celled its midterm review of the project and that proper
“benefit monitoring and evaluation” had not occurred while
“record keeping also seems to have been abandoned.”89

They noted that the project had utilized “52 more person
months” of consultant services than the project had origi-
nally called for.90

The OED stated frankly, “Sustainability refers to the
capacity of project assets to remain intact and to continue
to generate benefits in the longer term. The observed and
reported outcomes clearly show that neither project design
nor project implementation gave sufficient attention to this
matter…. there is no evidence at any stage of any planning
for sustainability.”91

The $40.84 million Fisheries Infrastructure (Sector)
Project loan, approved in 1984, closed in 1993, and audit-
ed in 1997, was more than “unsuccessful.” Auditors impli-
cated the project in the destruction of local fisheries and a
dramatic increase in pollution as well as “threats to human
health.” The OED found that “project design was inappro-
priate,” that “feasibility studies …were rushed,” and that
“detailed examination of local fishery information, trends

83 Ibid, Appendix 4 , p.1.
84 Ibid, p. vii, II.5.
85 Ibid, p. II-5.
86 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Marine Sciences Education Project in
Indonesia.” July 2000, p. iii, 2.
87 Ibid, II, p. 6.
88 Ibid, p.15.
89 Ibid, p. 8.
90 Ibid, p. 6.
91 Ibid, p. 13.
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in fishing boat ownership, and the likely responses of fish-
ers which may have brought out important shortcomings,
was not done.”92 Auditors noted “confused justifications
for development, including the proposal of infrastructure
to encourage further fishing for the small pelagic species of
fish in areas where the pressure on this group was acknowl-
edged as already being excessive.”93 According to the
OED, “evidence does point to an overexploitation of small
pelagic species of fish in the Java Sea, the Straits of
Malacca, the Makassar Straits, and areas around eastern
Sumatra as well as shrimp in most parts of Indonesia.
These are the areas where most of the Projects PPIs [Fish
Landing Centers] were established.”94 They continued:
“Without restraints on further growth in fishing effort and,
in some area, a localized collapse of the industry is possible.
Both aspects are serious threats to the sustainability of the
project and require attention from the Borrower, the
[Directorate General of Fisheries], and the provincial gov-
ernments.”95

At some of the project sites, “the water in the landing
area has become polluted from uncontrolled discharge of
wastes. This water is used for cleaning fish and work areas
and the pollution, along with the use of contaminated ice
and increased use of chemical preservatives, is contributing
to a deterioration in fish quality.”96 According to ADB
auditors, “sewage, oil-tainted ballast water, used oil, and
garbage” were dumped into the water at project sites and
the “poor quality of water in the port areas poses a risk to
human health.”97 A report was cited which found “some of
the ice used for fish preservation to be contaminated with
coliforms and assessed 75 percent of the fish to be of ques-
tionable quality.”98 The OED noted an increase in the
amount of purse seine fishing operations since the start of
the project “with some surveys reporting 30 to 50 percent
of the catch to be unwanted species which are not used but
are destroyed in the fishing process.”99

The OED review concluded that “the conditions put
forward to justify the sector approach for the Project did
not really exist.”100

2.4  Finance –“Partly Successful” and “Unrated”

The $30 million Bank Pembangunan Indonesia
Project loan was approved in 1977, closed in 1983, and
evaluated in 1986 as “partly successful.” The $197.02 mil-
lion Financial Sector Program (FSP) loan was approved in
1988, closed in 1989, and remained “unrated” as of its 1993
evaluation. As noted in the introduction, the use of the
term “partly successful” seems to refer in this instance to a
largely unsuccessful, troubled, and unsustainable project.
Auditors noted that while the FSP reforms led to a dou-
bling in the number of private sector banks and the amount
of outstanding credits extended by the Indonesian Banking
System, “FSP reforms were at the expense of macroeco-
nomic stability.”101 Both of these projects, like the ADB’s
Agro-Industries Credit Project and various sectoral loans,
such as the $250 million Food Crop Sector Program,
deeply exacerbated the instability of Indonesia’s banking
system, which later collapsed at the peak of the Indonesian
financial crisis, triggering even larger ADB loans.

The goal of the Indonesian Development Bank Project
loan was “to assist the industrial development of the coun-
try by augmenting BAPINDO’s foreign currency resources
for relending to enterprises, and to help in BAPINDO’s
institution-building efforts.” This project represents a clas-
sical case study of the spread of the “culture of loan
approval” from the ADB to Indonesian institutions such as
the Indonesian Development Bank (BAPINDO). The
$30 million borrowed from ADB under this project went
through BAPINDO to 26 subprojects, 70 percent of which
were found to be  “suffering from financial losses” at the
time of the post-evaluation.102 Auditors noted that “over a
period of less than five years, outstanding arrears grew by
more than 20 times” and the “average processing time for

92 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Fisheries Infrastructure (Sector) Project in
Indonesia.” December 1997, p. iv, 3.
93 Ibid, p. 4.
94 Ibid, p. 10.
95 Ibid, p. 13-14.
96 Ibid, p. iv.
97 Ibid, p. 12, 13.
98 Ibid, p. 13.
99 Ibid.
100 Ibid, p. 15.
101 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Financial Sector Program in Indonesia.” June
1993, p. 18.
102 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Bank Pembangunan Indonesia Project in
Indonesia.” June 1986, p. 1.
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new loans has been reduced to about 194 days, compared
with one-year processing time mentioned in the [Project
Completion Report].”103

Astonishingly, the solution suggested by the auditors
was to further streamline BAPINDO’s loan approval
process to expedite new loans, in order to generate enough
income to cover the bad loans.104 Apparently, the financial
sector reforms initiated in 1983 and supported by ADB
(see Financial Sector Program loan) caused additional dif-
ficulties for BAPINDO, forcing the bank to compete with
private banks in terms of interest rates offered to deposi-
tors, while capital flows from Bank Indonesia (the central
bank) were sharply reduced.

According to auditors, “the streamlining of
BAPINDO’s operations, particularly in the areas of
subloan appraisal and supervision, lagged behind the rapid
expansion of its portfolio.”105 Auditors noted that “[t]he
Bank loan was expected to contribute to small and medi-
um-sized enterprises in the country, however, subprojects
financed are considered to be medium and large scale.”106

In addition, auditors pointed out that “the utilization of the
loan for hotels (i.e. five subprojects under this category)
raises a question with regard to the objectives set under the
Project since the Project was basically aimed at the devel-
opment of manufacturing industry and, to a lesser extent,
sea and land transportation industry.”107

The ADB auditors found that as well as ignoring the
“overall macroeconomic framework,” the financial reforms
of the FSP “led to the concentration of ownership of the
real sector.”108 Auditors concluded that “[t]wo important
areas of concern that have emerged are about the potential
effect upon income distribution of the rapid growth of the
private sector. One area of concern has been conglomer-
ates…A second are of concern is regional disparities.”109

Ostensibly, a major goal of “resource mapping” projects
would be to ensure the sustainable and rational utilization
of resources. Projects in this sector, however, spanning
almost two decades, have very little to show for the debt
burden that they imposed on the people of Indonesia.
There does not appear to have been even the most minimal
learning curve from the staggeringly bad ADB projects
carried out over many years in this sector. The $46 million
Geological and Mineral Survey Project loan was approved
in 1983, closed in 1990, and rated “generally successful” in
a 1990 audit. The $22.2 million Land Resource Evaluation
Project loan was approved in 1985, implemented through
1990, and audited in 1996. The $53.4 million Second Land
Resource Evaluation and Planning Project was approved in
1991, completed in 1998, and rated “partly successful” in a
2002 audit. All were characterized by significant failure
and waste of financial resources.

The $46 million “generally successful” Geological and
Mineral Survey Project loan was approved in 1983, com-
pleted in 1990, and evaluated in 1992 with a goal of
enabling the “government to conduct geoscientific surveys
for mineral and geothermal energy development.”

However, delays, cost overruns, and “large number[s]
of Consultants, many of whom were in the country only for
short periods” characterized this “successful” project,
designed to assist the integration of various Directorates of
the mining ministry.110 Auditors found that “in fact, the
Project has assisted disintegration or the separate develop-
ment of individual Directorates…. Prior to the Project, the
four Geoscience Directorates were located in a common

103 Ibid, p. 29, 33.
104 “[D]ue to the need to substantially increase the amounts for provisions for bad debts starting in 1984, which would adversely affect
BAPINDO’s profitability, the PEM advises that procedures relating to disbursements be further reviewed by BAPINDO management to further
streamline disbursement procedures.”
105 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Bank Pembangunan Indonesia Project in
Indonesia.” June 1986, p. 1.
106 Ibid, p. 2.
107 Ibid, p. 10. Note: the “sea transport” component apparently involved the transport of logs for Indonesia’s environmentally unsound timber
industry.
108 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Financial Sector Program in Indonesia.” June
1993, p. 2.
109 Ibid, p. 15.
110 Asian Development Bank. “Project Performance Audit Report on the Geological & Mineral Survey Project in Indonesia.” December 1992, p. 5.
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compound in Bandung. The offices of the Directorates
were dispersed during the time of Project implementation
to three widely separated locations in Bandung…”111

Auditors reported that “no socioeconomic benefits
have been identified,” but noted that significant coal fields
were discovered, and “should these be developed, they
could generate substantial socioeconomic benefits.”112

However, no mention was made of the socioeconomic and
environmental impacts associated with Indonesia’s notori-
ous coal sector, based primarily on open-pit mines in
indigenous rainforest areas.

High-tech equipment for geological surveys (including
equipment for use in aerial and marine surveys) was pur-
chased, but given the fragmented nature of the agencies,
much of it was duplicated instead of shared. Auditors esti-
mated that “more than 50 percent of the laboratory equip-
ment and as much as 70 percent of the geophysical equip-
ment is non-operational or only partly operational.”113

They noted that “geophysical field equipment, which is
operated in harsh environments, experiences frequent
breakdowns and damage” and that “the low level of utiliza-
tion of the equipment and instruments does not justify
their purchase.”114

Geological sample preparation and storage facilities in
Cirebon took 400 percent longer to construct than estimated
with cost overruns of 2,000 percent. During project imple-
mentation, 510 staff were hired, but most “were released after
Project completion.” Extensive overseas training was provid-
ed (including 11 doctorate and 68 masters degrees), but the
training of technicians who could repair and maintain the
high-tech equipment was largely overlooked.

Over 50 consultants were engaged who apparently
advised on the purchase of “functionally similar equipment
[which] was acquired individually from a variety of suppli-

ers at different prices. This practice contributed to the sub-
stantial cost overrun in the equipment and instrument cost
category amounting to $7.3 million [and] … created major
maintenance problems as a result of the need to purchase
parts from different sources.”115

The audit report mentions that in 1988 and 1990,
Indonesia’s Volcanological Survey was able to predict two vol-
canic eruptions. However, the links to this project are unclear.

The $22.2 million “partly successful” Land Resource
Evaluation Project loan was approved in 1985, implement-
ed through 1990, and audited in 1996.116 The $53.4 mil-
lion “partly successful” follow-up project, the Second Land
Resource Evaluation and Planning Project, was approved
in 1991, completed in 1998, and audited in 2002.117 The
lack of a learning curve over this seventeen-year period is
astonishing.

According to ADB auditors, the Land Resource
Evaluation Project “did not benefit from having a logical
framework.”118 Under the assumption that better data on
land resources were essential for properly planning
Indonesia’s ambitious land development programs, the
ADB launched a program to computerize land resource
information Under this project, separate and incompatible
databases were developed by two national agencies, and
inconsistently upgraded to new programs and digital tech-
nology, some of which immediately became obsolete – i.e.
VAX 8350 computers with disk space “insufficient for oper-
ational requirements and for downloading of the digitized
soil maps,” requiring the acquisition of new computers.119

The entire 46 million hectares of Sumatra were sur-
veyed over four years for a soil database, duplicating a con-

111 Ibid, p. 12.
112 Ibid, p. 13.
113 Ibid, p. 8.
114 Ibid, p. 9, 4.
115 Ibid, p. 4.
116 Asian Development Bank Post-Evaluation Office. "Project Performance Audit Report on the Land Resource Evaluation and Planning Project."
December 1996, p. 1.
117 Asian Development Bank Post-Evaluation Office. "Project Performance Audit Report on the Second Land Resource Evaluation and Planning
Project in Indonesia." August 2002, p. ii.
118 Asian Development Bank Post-Evaluation Office. "Project Performance Audit Report on the Land Resource Evaluation and Planning Project."
December 1996, p. 6.
119 Ibid, p. 10.
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current effort. The land use database incorporated obsolete
forest data. The OED noted that “the purposes of the
Project are not served if land use data generated by it or the
plans based on them are inaccurate or unreliable.”120

The data remain largely unused by the intended bene-
ficiaries — the eight provincial planning agencies of
Sumatra. The GIS systems in five of the eight provinces
“are currently not functional due to hardware and software
problems” and “the run down condition of the equipment
and the poor performance of operational facilities.”121 Only
one system was reported as actively utilized.

The benefits of such a project were said to be not quan-
tifiable in the usual rate of return analysis, so there are none
of the usual percentages, only a vague hope that provincial
land use planning will improve. Despite the obvious fail-
ure of this project, a $57 million loan was approved for a
follow-up project – the Second Land Resource Evaluation
and Planning Project (LREP2) – in other areas of
Indonesia. Like the first project, the second project result-
ed in “duplication and waste of resources” and was of “lim-
ited sustainability” with equipment “running down or
unserviceable” and staff “transferred to other activities or
agencies” upon project completion in most provinces.122

Completed 15 months behind schedule, auditors found
that the project suffered from a “lack of analysis of intend-
ed outcomes (purpose and goal) and of their links to proj-
ect outputs” and concluded that “when the project cost is
compared with the limited outcomes on the ground,”
LREP2 featured “relatively low” cost effectiveness and
“represented a relatively inefficient use of national
resources.”123 They noted that the project focused “on pro-
duction rather than on institutional capacity, sustainability,
and outcomes on the ground.”124

Auditors found that although “one-stop shop” centers
for spatial and land resource data were established under
the project “they stopped operating after project comple-
tion.”125 They noted that “project design did not analyze

how the centers would fit into the Bappeda structure, nor
how they would operate.”126

The major product output – 1:50,000 topographic and
thematic maps – “have proved to be of limited use in most
areas” because they have “little relevance to the needs of the
Bappedas [provincial branches of the national planning
agency]” which require maps of different scale.127

At the time of the audit, the OED noted that provision
of maps to the public in the project areas is “on an ad hoc
basis. This often involves finding the map in a cabinet
where the maps are often stored out of sequence and with-
out easily visible numbering. It must then be transported to
a photocopy shop in town and copied in black and white.
This approach is inefficient, produces an inferior product,
and contributes little if anything to operation and mainte-
nance costs. Demand for maps in the Bappedas averaged
around 10 maps per month, mainly from students, suggest-
ing a low level of public awareness.”128 

ADB water sector projects in Indonesia appear to share
the common flaw of a failure to reach the poor, and at times
appear to have been implemented at the expense of the poor.
The “generally successful” Second IKK Water Supply Sector
Project was approved in 1990, completed in 1996, and audit-
ed in 2001. The project was supported by a $39 million
ADB loan with the goal of improving the health and sanita-
tion of beneficiaries in nine provinces. Rated “less sustain-
able” by auditors and completed 18 months behind schedule,
80 percent of the project benefited “above average-income
households.”129 The project appeared to be linked to the
depletion of groundwater supplies as it  “contributed to
improving the financial position of many PDAMs [local
water agencies] through expanding service coverage and
including higher-income and urbanizing areas” which “could
partly have been at the expense of the targeted lower-income
groups.”130 OED noted that while the project served

120 Ibid, p. 14.
121 Ibid, p. 11, 9.
122 Ibid, p. iiv.
123 Ibid, p. iiv, 2, 3, 10, 12.
124 Ibid, p. 2, 3.
125 Ibid, p. 4.
126 Ibid, p. 9.
127 Ibid, p. 6.
128 Ibid, p. 8.
129 Asian Development Bank Operations Evaluation Department. “Project Performance Audit Report on the Second IKK Water Supply Sector
Project in Indonesia.” November 2001, p. 8, 17, 22, 25.
130 Ibid, 8, 17, 22.
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576,000 people “(i) much of the water supplied by PDAMs
was largely not for essential needs, and (ii) users could afford
to pay for piped water.”131 The implementing agency failed to
honor the loan covenants which specified the need for the
monitoring of benefits and project performance.132

Auditors noted pollution problems and lack of financial
self-sufficiency for projects serving those dependent on river
water (notably, the poor). They mentioned problems of pol-
lution by mining operations in Kalimantan, wastewater
from towns and rice fields, and leaching by local industries.
Auditors also reported that three of the four water agencies
dependent on deep-well systems “faced decreased yields of
groundwater after less than 10 years of operation.”133 They
found that “project facilities surveyed are less likely to be
sustained unless several factors, relating to financial, techni-
cal, and institutional aspects are dealt with.”134

The $38.4 million Health and Population Project loan
was approved in 1985, closed in 1993, and audited in 1997.
This “partially successful” project was designed “to improve
the health status of the Indonesian population in four
provinces through better management of the national
health services, increased availability of paramedical staff,
and better operation and maintenance (O&M) practices.”135

Auditors found that this “partly successful” project  –
which was completed three years behind schedule – was
based on a mistaken assumption that hospital utilization
rates would increase if the quality of services were improved
via a number of physical changes, such as repainting walls
and procuring kitchen and laundry equipment. However,
the auditors found that “bed occupancy rates did not change
significantly over the past six years” of the project.136

Auditors also found that the ADB did not specify indi-
cators or baseline data “by which improvements in service
quality and efficiency would be measured.”137 It wasn’t until

six years into the project that the establishment of a system
for “benefit monitoring and evaluation,” including the col-
lection of baseline data, was discussed.138 The auditors also
found that “user demand, actual needs, and operating
capacities of the hospitals” had never been analyzed by the
Bank or the implementing agencies.139

Instead of providing greatly needed medical equip-
ment, project funds were spent largely on routine mainte-
nance, such as repainting walls and installing new win-
dows, and providing “non-medical equipment” to 38 hos-
pitals – including medical waste incinerators (“no guide-
lines were provided to staff ” regarding the separation of
medical wastes) that were “too big” for the hospitals and
laundry equipment (despite the fact that several of the hos-
pitals already had functioning equipment).140

X-ray equipment provided to nursing schools could
not be used since the rooms weren’t constructed to meet
safety requirements and no trained staff were available.
The Bank agreed to the cancellation of the operation and
maintenance portion of the budget, thereby removing the
requirement for “checklists, schedules for routine controls,
replacement of parts, and regular maintenance of buildings
to prevent damage and minimize the need for major
repairs.”141 An improvement in operations and mainte-
nance nationwide for hospitals had been one of the major
goals of the loan.

The ADB notes “[i]t was known at appraisal that cul-
tural factors play an important role in the population’s
choice for medical assistance.”142 Yet not only did the
Project overlook the fact that the cost of seeing a tradition-
al healer was below that of hospitals, but “[r]ather than try-
ing to combine traditional and modern health care, the
Project seemed to have believed that improving physical
infrastructure would help overcome traditional beliefs and
increase the number of patients visiting a hospital rather
than a traditional healer.”143

131 Ibid, p. 18.
132 Ibid, p. 16.
133 Ibid, p. 18.
134 Ibid, p. 20.
135 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Health and Population Project in Indonesia.” June
1997, p. i, iv.
136 Ibid, p. 8.
137 Ibid, p. 2.
138 Ibid, p. 4
139 Ibid, p. 6.
140 Ibid, p. i.
141 Ibid, p. 6.
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1. Introduction

Since 1968, Pakistan has received more than $12.6 bil-
lion in loans from the Asian Development Bank (ADB or
Bank), making it the second largest cumulative borrower,
after Indonesia. At the end of 2001  – to manage the reper-
cussions of September 11 terrorist attacks and in recogni-
tion of Pakistan’s key role in the global “war on terror”–
ADB funding for Pakistan increased by 148 percent (from
the 1997-2000 average) to $957 million.1 In 2002, Pakistan
received more than $1 billion in new loan commitments
from the ADB and was the top client of ADB’s concession-
al lending window, the Asian Development Fund (ADF).2

According to ADB’s Pakistan Country Strategy and
Program released in May 2002, $2.4 billion in assistance is
planned for Pakistan from 2003 through 2005.3

This chapter attempts to evaluate ADB lending to
Pakistan over the last three decades based entirely on ADB
documents. It includes assessments and summaries in the
Bank’s own words of over $900 million of ADB loans to
Pakistan that have been audited by ADB’s Operations
Evaluation Department (OED). These OED audit reports
evaluate the performance and rate the success – or failure –
of completed ADB projects. Our analysis of OED reviews
– utilizing “sustainability” as the standard of project success
(as defined by the 2000 U.S. Congressional International
Financial Advisory Commission, the Meltzer
Commission) – indicates that perhaps as much as 70 per-
cent of ADB projects in highly indebted Pakistan are
unlikely to produce lasting economic or social benefits.

The ADB has approved 217 loans for Pakistan for
projects in sectors such as agriculture and natural resources,
energy, finance, and social infrastructure. To date, OED has
audited approximately 30 percent of these projects and pro-
grams.4 Of the 67 projects in Pakistan that have been eval-
uated by OED as of December 2002, 58 percent were rated
“successful” (39 projects), 31 percent were considered “part-
ly successful” (21 projects), and 11 percent were rated
“unsuccessful” (7 projects). According to these ratings,
more than 40 percent of ADB post-evaluated projects in
Pakistan were less than successful (rated either partly suc-
cessful or unsuccessful).5

Pakistan’s Debt and the ADB

Despite recent debt reschedulings, Pakistan’s external
debt – at more than 50 percent of GDP – continues to be
a serious liability for the country. ADB loans to Pakistan
have exacerbated the country’s debt burden, despite the fact
that a significant percentage of these loans financed less-
than-successful projects or projects that are unlikely to gen-
erate lasting benefits. In 2002, Pakistan’s outstanding pub-
lic external debt totaled more than $32 billion, with $8 bil-
lion owed to the World Bank6 and $6.5 billion to the
ADB.7

As noted previously, OED audit reports rated 40 per-
cent of ADB post-evaluated projects in Pakistan something
less than “successful.” Assuming that the projects rated
“successful” actually were successful, then nearly $2.6 bil-
lion of Pakistan’s debt to ADB is owed for projects that
the ADB itself considers to be less than successful.

Chapter 2: TThhee  AAssiiaann  DDeevveellooppmmeenntt  BBaannkk  iinn  PPaakkiissttaann
Shannon Lawrence, Environmental Defense

1 Asian Development Bank. “Annual Report on Loan and Technical Assistance Portfolio Performance for the Period Ending December 2001.” April
2002. The excerpt from the 2001 Annual Report provided on ADB’s website under Pakistan and the ADB notes: “ADB’s 2001 loan program for
Pakistan was a record $957 million in the aftermath of the 11 September attacks. ADB’s commitment to help mitigate the impact of the post-11
September events on the Pakistan was reiterated by ADB President Tadao Chino.”
2 Asian Development Bank. 2002 Annual Report.
3 Asian Development Bank. “ADB Plans to Provide Pakistan with US$2.4 Billion Over Three-Year Period,” press release, 31 May 2002.
4 OED evaluates projects approximately three years after completion. According to the 2002 Annual Review of Evaluation Activities, “current
practice” is for OED to evaluate all programs and 40 percent of projects across the institution. The 30 percent figure cited here is lower than that
target in part because some of the 217 loans in Pakistan are active.
5 Asian Development Bank. “Evaluation Results by Country (as of 31 December 2001)” and “2002 Annual Review of Evaluation Activities.” May
2003.
6 International Monetary Fund. “Pakistan: Fourth Review Under the Three-Year Arrangement Under the Poverty Reduction and Growth Facility
and Request for Waiver of Performance Criterion.” March 2003.
7 Personal correspondence with Safdar Parvez in Asian Development Bank’s Pakistan Resident Mission, April 2003.
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However, other OED reports indicate that the “suc-
cessful” rating for projects may be somewhat misleading.
OED’s recent Annual Reviews of Evaluation Activities
find that the sustainability of even “successful” ADB proj-
ects is highly suspect. In 1999, OED determined that half
of the ADB projects rated “successful” that year were
actually of questionable sustainability, meaning that
their results and benefits may not last for the economic
life of the project (see Appendix B). In its 2001 Annual
Review, OED evaluated 17 projects, corresponding to the
target review rate for completed projects of 40 percent.
More than half of the evaluated projects (9 out of 17) in
various countries were rated less likely or unlikely to sustain
social and economic benefits. All four of the projects in
Pakistan that were evaluated in 2001 fell into these8

“unsustainable” categories.

Furthermore, ADB’s 2002 Annual Review of
Evaluation Activities noted that 10 projects – more than
one-third of those evaluated that year – had “major design
flaws.” All four of the “partly successful” projects suffered
from “key deficiencies in design,” including the Second
Barani Area Development Project in Pakistan.9

Considering that as many as half of ADB’s “successful”
projects are of questionable sustainability and that projects
considered “partly successful” may also have significant fail-
ings, if these figures hold true for Pakistan then more than
70 percent of ADB projects in Pakistan will likely fail to
produce lasting economic or social benefits for the coun-
try. These unsustainable and/or failed projects are
potentially the equivalent of $4.6 billion of Pakistan’s
$6.5 billion in ADB debt.

Poor Performance of ADB Projects in Pakistan

Although the ADB has a long history of lending sig-
nificant sums to Pakistan, neither the institution nor the
borrowing government has yet been able to ensure that
these funds provide tangible development benefits:

An examination of the OED Project Performance
Audit Reports (PPARs) for Pakistan and other OED eval-
uation documents that are available on the ADB’s website11

reveals a disturbing pattern of systematic failure on the part
of the institution. A striking number of ADB-financed
projects in Pakistan suffer from design flaws and lack of
attention to thorough project preparation and project
supervision. The absence of Benefit Monitoring and
Evaluation (BME) systems and baseline data necessary for
measuring success is repeatedly noted in PPARs. A num-
ber of audit reports reveal a persistent lack of consultation
with prospective beneficiaries and user groups, as well as a
lack of stakeholder participation throughout project prepa-
ration and implementation. Perhaps most alarmingly,
according to OED audits, adverse impacts on social equity
and income equality that have fostered ethnic instability
were reported in certain ADB projects in Pakistan.

The table on the following page illustrates recurring
failures that are explicitly cited by ADB auditors in PPARs.
(The table includes all ADB projects in Pakistan for which
PPARs are available on the ADB website.)

These deficiencies and others are explained in more
detail in the following section. Highlights from OED
audits of 16 projects in Pakistan - from major lending sec-
tors such as agriculture (including irrigation, fisheries, and
program loans), water supply and sanitation, urban devel-
opment, health, education, and finance - are presented in
the following section. More detailed excerpts from PPARs
of a representative sample of these projects can be found in
Appendix D.

8 Asian Development Bank Operations Evaluation Department. “Annual Review of Evaluation Activities in 2001.” June 2002.
9 Asian Development Bank Operations Evaluation Department. “Annual Review of Evaluation Activities in 2002.” May 2003, p. 6.
10 Asian Development Bank. “Pakistan Country Strategy and Program Update (2002-2004).” July 2001, p. 6.
11 As of December 2002, 24 PPARs for Pakistan were available online and could be downloaded from www.adb.org. Sixteen of these projects are
profiled in this report.

While the physical implementation performance
of [Pakistan's] portfolio is above the ADB-wide
average for all developing member countries,
postevaluation findings have revealed that the
developmental impact of many completed proj-
ects have been less than expected. The reasons are
varied but include inadequate implementation of
policy-based covenants, lack of in-country own-
ership and involvement in project design, and
inability to meet commitments for sustained
operations and maintenance of completed project
facilities.10
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Lack of 
Adequate 

Benefit 
Monitoring 

and 
Evaluation  

Project 
Design 

Deficiencies 

Lack of 
Consultation/ 
Disregard for 

Local Concerns 

Cost 
Overruns 

Time 
Overruns 

Negative 
Environmental 

Impacts 

Increasing 
Inequality/ 

Ethnic 
Tensions 

   “Successful” 
South Rohri Fresh 
Groundwater 
Irrigation Project 

•• •• ••  •• •• •• 

Second On-Farm 
Management Project •• •• ••  •• ••  

Balochistan Fisheries 
Development 
Project 

 •• ••   ••  

WAPDA Tenth 
Power (Sector Loan) 
Project 

••   •• ••   

Third Health 
Project •• ••   ••   

Flood Damage 
Restoration Project •• •• ••  •• ••  

Farm-to-Market 
Roads Project •• •• •• •• ••   
Second 
Telecommunication 
Project 

•• ••   ••   
Load Despatch and 
Transmission 
Project 

 ••  •• ••   
  “Partly Successful” 
Chashma Command 
Area Development 
Project 

•• •• •• •• •• •• •• 

Small Dams Project  •• ••  •• •• •• 
Second Barani Area 
Development 
Project 

 •• ••  ••  •• 

Agriculture Program •• •• •• 
 •• 

 •• 
Hyderabad Water 
Supply •• •• 

 •• •• •• 
 

Primary Education 
(Girls) Sector 
Project 

•• •• •• 
 •• 

  

Science Education 
for Secondary 
Schools Sector 
Project 

•• •• 
  •• 

  

Second Health and 
Population Project •• •• •• 

 •• 
  

Third Development 
Financing Project 

    •• 
  

Gujranwala 
Agricultural 
Development 
Project 

 •• •• •• •• •• •• 

Social Action 
Program (Sector) 
Project 

•• ••   ••   

  “Unsuccessful” 
Faisalabad Water 
Supply and Drainage 
Project 

•• •• •• •• •• •• 
 

Karachi Urban 
Development 
Project 

•• •• •• •• •• •• 
 

Fourth Industrial 
Development Bank 
of Pakistan Project 

 •• 
  •• 

  

ADB Projects in Pakistan: Common Failures Cited by OED

Pakistan
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Following the September 11, 2001 terrorist attacks in
the United States, there has been a renewed interest in for-
eign aid as a key tool for addressing the causes of terrorism.
Utilizing increased aid to Pakistan to finance projects and
programs that do not deliver development benefits, and
even contribute to ethnic tensions and social inequity, while
adding to the debt of Pakistan's people will not only fail to
alleviate poverty but may promote greater instability.

As of December 2002, 27 percent of cumulative ADB
loans to Pakistan were in the “agriculture and natural
resources sector,” making it the most significant sector for
ADB projects and programs in the country. Agriculture
sub-sectors, according to ADB’s classification, include fish-
eries, industrial crops and agro-industry, irrigation and
rural development, livestock, forestry, fertilizer production,
and agricultural support services. ADB-wide evaluation
results posted at the end of 2001 showed that agriculture
had the largest percentage of unsuccessful projects (17.4
percent, or 35 out of 201 evaluated projects) of any sector
except the “multisector” category.12 This analysis considers
ADB lending for the agriculture sector in Pakistan with a
review of seven projects in various subsectors, totaling more
than $450 million in ADB loans.

In 1995, OED evaluated ADB lending for Irrigation
and Rural Development (IRD) projects. The findings of
that institution-wide performance audit showed that the
project failures cited here are not unique to Pakistan. At the
time of the evaluation, Pakistan was the second largest
recipient (after Indonesia) of irrigation and rural develop-
ment funding – accounting for nearly 24 percent of total
lending for the sector. According to the OED report of
post-evaluation findings in the IRD sector, performance of

irrigation projects was found to be less than satisfactory
and serious concerns were raised about project sustainabil-
ity.13 Furthermore, the economic return of most projects
was below estimates at project appraisal. The review con-
cluded that project formulation and design needed to be
improved; increased participation of beneficiaries was nec-
essary; Benefit Monitoring and Evaluation systems were
essential for success; and that the relative advantages and
greater viability of small and medium-scale irrigation proj-
ects should be considered.

These lessons were either learned too late or not at all
for many irrigation projects in Pakistan. In 1979, the ADB
approved the South Rohri Fresh Groundwater Irrigation
Project to address water shortages at the tail end of the
Rohri canal of the Indus basin in the Sindh province. The
project also attempted to control waterlogging and salinity
in the area which caused 1,000 hectares (ha) annually to be
removed from agricultural production.14

However, this “successful” irrigation and agricultural
development project – completed more than five years
behind schedule – failed to consider relevant government
policies or more cost-effective alternatives. Auditors found
that the project’s design disregarded Pakistan’s new agricul-
ture sector policy and the water and electricity needs of
other sectors. Alternatives, such as emphasizing efficiency
improvements in surface irrigation in the project area, were
not examined.15 The result was “significant economic inef-
ficiencies related to the project’s use of natural resources.”16  

According to OED, although “quantitative evidence on
the Project’s socioeconomic impacts is lacking,” it appears
that large landholders rather than small farmers were the
primary beneficiaries of this $47 million project.17 OED
noted that the formation of effective Water User
Associations (WUAs) might have helped mitigate the
inequitable distribution of water resources, but disregard
for local farmer participation resulted in the creation of
largely dysfunctional WUAs.18

12 Asian Development Bank Operations Evaluation Department. “Evaluation Results by Sector” as of 31 December 2001.
13 Asian Development Bank Post-Evaluation Office. “Sector Synthesis of Postevaluation Findings in the Irrigation and Rural Development
Sector.” May 1995.
14 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the South Rohri Groundwater Irrigation Project
in Pakistan.” March 2000, p. 2, 3.
15 Ibid, p. 5.
16 Ibid, p. 3.
17 Project values have not been adjusted for inflation. Therefore, values are expressed in 1997 dollars for a 1997 project.
18 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the South Rohri Groundwater Irrigation Project
in Pakistan.” March 2000, p. 11.

Irrigation and Rural Development –
“Successful,” “Partly Successful”

2.1.1

2.  Project Analysis by Sector

2.1  Agriculture
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Although the project reclaimed “15,000 ha of saline
and waterlogged land,” ADB auditors reported that “some
of the major loan covenants were not complied with” and
raised concerns about project sustainability.19 One of the
main shortcomings of the project was “unsatisfactory insti-
tutional performance” which auditors attributed in part to
the Bank’s “less than thorough assessment of institutional
capacity.”20 Finally, the OED review noted that irrigation
projects in the Indus plains “could have increasingly adverse
impacts in the Indus delta and on economic and social con-
ditions in [‘the sprawling metropolis’ of ] Karachi.”21 It is
not clear that these issues were considered in the design or
implementation of the South Rohri project.

According to ADB auditors, another “generally success-
ful” irrigation project – the Second On-Farm Management
Project (approved in 1985 for an ADB loan of $28.5 million)
– was also deficient in a number of aspects. The aim of this
project was to improve 2,000 irrigation watercourse systems
and increase agricultural output in four districts of Southern
Punjab. Despite the “general soundness of the design,” ADB
auditors noted that unless design flaws were corrected, “the
overall outcome in the long term will be a rise in the ground-
water table with consequent waterlogging and salinity” in
the head reaches of the distributary canals. Additionally,
“the tail reaches [where poorer, smaller farms are located]
could be receiving less water now than before the project.”22

Although crop production increased, the alarming lack of
appropriate baseline data and a flawed Benefit Monitoring and
Evaluation system made an objective assessment of the pro-
ject’s benefits impossible.23 However, OED was able to deter-
mine that the Water Users Associations’ initiative was “not suc-
cessful nor sustainable because of poor design not adequately
reflecting local sociocultural conditions related to clan and kin-
ship, and because of inadequate selection of several of the asso-
ciations to be strengthened.”24 The project took 30 percent
longer to complete than envisioned at appraisal and its scope
increased by approximately 22 percent.25

The Chashma Command Area Development Project
(approved in 1977) was designed to improve drainage and
water management in the D.I. Khan Division of the
North-West Frontier Province and support the objectives –
or correct the failures – of two previous irrigation projects,
the Chashma Right Bank Irrigation Project (CRBIP)
Stage 1 and the First On-Farm Water Management
Project (FOFWMP). OED evaluates all three projects
together in a 1998 Project Performance Audit Report.

ADB auditors noted that although three different proj-
ects (CRBIP, FOFMWP, and the Chashma Command
Area Development Project) were appraised and approved,
no adequate socioeconomic survey of the project area was
ever undertaken – an astounding failure considering the 28-
year design and implementation period of these projects.
The result of this failure has been “the design of projects on
the basis of a theoretical cropping pattern – not based on
actual cropping patterns and socioeconomic conditions.”26

Project design “was essentially an ongoing process.”27

The “fragmented design approach” to the various
Chashma irrigation projects led to “incomplete preparation
for each project” and a lack of any comprehensive evalua-
tion of the overall CRBIP. OED reported that each proj-
ect treated other projects’ components as sunk costs,
“whether or not the costs had actually been incurred.” For
example, the appraisal of CRBIP Stage III in 1991 “treat-
ed the whole of Stages I and II as sunk costs even though
CRBIP II and [Chashma Command Area Development
Project] were still ongoing.”28

The lack of a benefit and monitoring system, according to
OED, “has been a continuing shortcoming since the begin-
ning of CRBIP implementation throughout all the projects
supporting it and has resulted in a succession of flawed design
as well as inadequate operation and maintenance and manage-
ment of the completed facilities.”29 Despite the absence of this
data, ADB was able to observe “significant inward migration,
and possible ethnic tensions as a result of the Project.”30

19 Ibid, p. 8.
20 Ibid, p. 6.
21 Ibid, p. 12.
22 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Second On-Farm Management Project in
Pakistan.” March 2000, p. 2, 3-4.
23 Ibid, p. 3.
24 Ibid, p. iii-iv.
25 Ibid, p. iii.
26 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Chashma Command Area Development Project in
Pakistan.” December 1998, p. 1.
27 Ibid, p. 6.
28 Ibid, p. 5.
29 Ibid, p. 7.
30 Ibid, p. 13.
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In  1983, ADB approved a $39 million loan for the
“partly successful” Small Dams Project. This project
involved the construction of 12 small dams and improve-
ments to the command areas of nine dams on the Potwar
plateau of Punjab province. When the project was
appraised, it was expected that irrigated cropping would
extend to 140 percent of the command area nine years after
dam completion; by 1999, six years after construction, irri-
gated cropping had reached only 59 percent.33

While the importance of confronting equity issues in
Pakistan’s irrigation sector was acknowledged, the project
did little to guard against negative impacts on equity, and
in fact, may have contributed to greater inequality in the
region: “Given the landholding and power structures in the
rainfed areas of the Potwar plateau, it is unlikely that
schemes can meet agricultural objectives under a tradition-
al irrigation development model.”34

As in other ADB-financed irrigation projects in
Pakistan, OED found that project design suffered from
failure to consult local communities.35 Furthermore, sus-
tainability of the project was questioned: “almost half of the
respondents to a 1999 survey on the Kot Raja system
believed the channel to be in worse condition than five
years previously” while “the majority of lined watercourses
inspected on both new and rehabilitated command areas
have deteriorated, often in less than four years from com-
pletion.”36

The “partly successful” Second Barani Area
Development Project (approved in 1990 for an ADB loan
of $25 million), a follow-up to the first Barani
Development Project implemented from 1981-1990, cov-
ered four sub-districts in Punjab Province. The project was
to promote “balanced regional development” by increasing
farm production and employment in the project areas,
thereby stemming the rising tide of urban migration.37

Chashma Right Bank Irrigation Project
CRBIP-III

The full $454 million Chashma Right Bank Irrigation
Project (CRBIP) – with ADB funding of $299 million –
involves the construction of a massive 274-kilometer canal
along the Indus River, as well as distribution canals, cross-
drainage structures, and bridges. CRBIP Stage I was com-
pleted in 1986 and Stage II closed in 1992. CRBIP’s Stage
III began in 1993 (with an original ADB loan of $185 mil-
lion) and is scheduled to be completed in December 2003.
CRBIP Stage III was still under implementation at the
time of the OED audit report analyzed here.

According to organizations working with project-
affected communities, CRBIP has destroyed traditional
irrigation systems and caused massive flooding, land degra-
dation, deforestation, and soil erosion in the project area.
More than 19,000 acres of land were acquired for CRBIP,
but compensation has still not been paid to the majority of
affectees. A number of villages have suffered from illegal
and arbitrary land acquisition, compensation plagued by
corruption and based on values well below market rates,
livelihood losses, and violations of other basic rights.31

Despite ongoing attempts by Chashma affectees
and their representatives to raise these concerns, ADB
management has failed to address the problems while
denying affectees access to critical project information.
In November 2002, Chashma affectees submitted their
complaint to the ADB’s inspection mechanism charging
that ADB had violated its own policies in the imple-
mentation and supervision of CRBIP. The ADB’s
Board of Executive Directors approved an inspection of
the project in April 2003. However, this independent
investigation has been delayed until 2004 to allow time
for a management-supported “redress” process. This
Grievance Redress and Settlement Committee is reject-
ed by project affectees and their representatives as being
unbalanced, unaccountable, and illegitimate.32

31 Hirak Development Center, Damaan Development Organization, Action Aid-Pakistan, Creed Alliance, Chashma Affectees Committee,
SUNGI. “Chashma Inspection Request Filed with the Board Inspection Committee Under the Inspection Procedures of the Asian Development
Bank.” 19 November 2002.
32 Japan Center for a Sustainable Environment and Society ( JACSES), “Report on Facts and Concerns Regarding Chashma Right Bank Irrigation
Project - Stage III (CRBIP-III) and Grievance Redress and Settlement Committee (GRSC),” 7 May 2003.
33 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Small Dams Project in Pakistan.” December
1999, p. i.
34 Ibid, p. ii.
35 Ibid, section IV, p. 3.
36 Ibid, section III, p. 1; section II, p. 1.
37 Asian Development Bank Operations Evaluation Department. “Project Performance Audit Report on the Second Barani Development Project in
Pakistan.” August 2002, p. iv.
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However, auditors noted that the project almost com-
pletely disregarded its primary objective: to increase
incomes for smallholders, the landless, and women. The
project “did not include measures to ensure distribution of
benefits in favor of the intended target groups” and OED
determined, in fact, that the project “bypassed the majority
of its intended target groups.”38 These target groups were
predominantly excluded from the rural credit component
of the project since nearly all of the sub-loans required land
collateral. Furthermore, large landholders received the
majority of irrigation subsidies – and many of the most
expensive subsidies went to a small number of house-
holds.39

The project’s economic internal rate of return (EIRR)
was significantly below appraisal estimates, due in part to
the skewed distribution of the paltry benefits: “the 72 roads
upgraded benefited less than 10% of the 865 villages in the
project areas;” “the 17 water systems covered only 2% of the
villages in the project areas;” and “the 7,565 loans issued
under the Project covered only 8% of the 92,000 house-
holds in the project areas.”40 The OED review attributed
these serious design flaws in part to the ADB’s weak proj-
ect supervision.41

Auditors cited a “valuable lesson” to be learned from
this project: “Implementing a project in a poor region may
not automatically have a significant impact on poverty
reduction if specific measures are not taken to ensure a fair
distribution of project benefits in favor of the poor.”42 It is
shocking that after more than three decades of lending to
countries like Pakistan, the ADB has not yet learned this
lesson.

In 1982, ADB approved a loan for $35.5 million for
the Balochistan Fisheries Development Project to develop
marine fisheries in Balochistan, including a fisheries harbor
at Pasni. This project was rated “generally successful” by

ADB auditors in 1995, despite glaring oversights and
design failures. For example, OED noted that “the Project
design failed to take into account the customs and prefer-
ences of the fishermen and the availability of funds from
other sources.”43

Although the project led to an increase in the “number
of motorized vessels over the Project area” from 2,000 to
3,000, an increase in the number of “large fishing vessels
berthing at Pasni” from 20 to 185, faster than expected ero-
sion along the harbor’s north shore, and a population
increase from 8,000 to 35,000 in the town of Pasni, the
environmental impacts of the project were deemed “negli-
gible” by ADB auditors.44 The massive population increase
in Pasni led to a “shortfall in basic infrastructure such as
power, communications, water supply, education, trans-
portation, and medical and social services” which did not
appear to be accounted for in the project.45

ADB program lending – fast-disbursing loans used to
promote policy reforms in a certain sector or the economy
as a whole – has been a major part of ADB lending in
Pakistan, reaching 93 percent of new ADB annual loan
commitments in  2000.46 In 2001, Pakistan received near-
ly $300 million in program loans from the ADB – signifi-
cantly more than any other borrower – which accounted for
78 percent of ADB lending to Pakistan that year.47

OED recently completed a review of ADB’s program
lending and found that “the overall impact of program
lending has been smaller, and less clear, than anticipated,”
and that the efficiency of these loans has been difficult to
assess.48 The record of program lending in generating sus-
tainable results is questionable – in fact, some program
loans are found to have a clearly negative effect on the poor,
reducing employment and income for the most vulnerable
groups. Despite these shortcomings and questionable ben-
efits, ADB program loans are typically more than twice as

38 Ibid, p. iv, 16.
39 Ibid, p. v, 12, 13.
40 Ibid, p. 13.
41 Ibid, p. 5, 13.
42 Ibid, p. v.
43 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Balochistan Fisheries Development Project in
Pakistan.” November 1995, p. 6.
44 Ibid, p. 9, 12-13.
45 Ibid, p. 13.
46 Asian Development Bank. “Country Strategy and Program Update (2002-2004).” July 2001, footnote 7.
47 Asian Development Bank. 2001 Annual Report.
48 Asian Development Bank Operations Evaluation Department, “Special Evaluation Study on Program Lending.” November 2001, p v.

Fisheries - “Successful”2.1.2

Program Loans - “Partly Successful”2.1.3
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large as project loans (an average size of $169 million com-
pared as compared to $72 million49), and often provided on
non-concessional terms, thereby greatly exacerbating a
country’s debt burden.

The “less than successful” $200 million Agriculture
Program in Pakistan (approved in 1990) “supported a
structural adjustment and development program, market-
oriented policies and private sector participation in agricul-
tural activities with the public sector providing institution-
al support.”50 The reforms included price adjustments to
agricultural inputs and outputs and the transfer of some
public sector operations to the private sector. These poli-
cies were considered to be “highly relevant to removing
market distortions and leading to market liberalization.”51

According to auditors, the government’s capacity to
implement the reforms called for in the fast-disbursing
program loan was questionable. However, there were no
monitoring mechanisms or performance targets incorpo-
rated to ensure that policy reforms were actually imple-
mented successfully. As the OED report acknowledged,
“[i]t is futile to include such reform measures in the
Program if the Government is weak and does not have the
capability to implement the proposed measures.”52

The program loan was intended to increase agricultural
productivity in Pakistan, but the failure to examine in detail
“the impact of reforms and their implications” made it dif-
ficult to measure progress towards the program objective.
Agricultural productivity decreased and poverty increased in
Pakistan in the years following the program’s implementa-
tion; whether this outcome was a direct result of the pro-
gram loan is not known.53 Nonetheless, in its review of the
program, OED concluded that “[o]verall, the impact of pol-
icy reforms is not significant,” and that some of the reforms
“had a negative impact on low-income farmers.”54

In 1976, ADB approved a $22 million loan for the
Hyderabad Water Supply and Sewerage Project to improve
and extend the water supply and sewerage system in
Pakistan’s fourth largest city. Despite its “partly successful”
rating, the project failed with regards to the sewerage system
component. Auditors reported that “the program for solid
waste management was not implemented due to lack of
funds. It is doubtful that the situation in the city with respect
to environmental sanitation is improved compared with the
situation before the project.”55 The resulting change in the
project design framework to provide only sewage treatment
and not sewers, was illogical and ultimately ineffective “since
the sewers required to convey the sewage to the [treatment
plants] have not been completed.”56

During its post-evaluation mission, OED conducted a
rapid survey of 120 households to assess the results of the
project: “Respondents observed that since sewers have not
been operating well and also have leaks, piped water
becomes contaminated with sewage and wastewater.”
Furthermore, auditors noted “that untreated sewage is cur-
rently being used by farmers for irrigation…The health
impacts of consuming such products is not ascertained,
although it must be considered serious from experience in
Karachi.”57

The startingly “unsuccessful” Faisalabad Water Supply,
Sewerage and Drainage Project, approved in 1977 for an
ADB loan of $39.5 million, was developed to confront
some of the environmental and public health problems
caused by rapid urban population growth and deteriorating
water and sewerage system infrastructure in Faisalabad.
The project suffered from cost overruns of 30 percent and,
fourteen years after it scheduled termination, the project
had still not been completed at the time of OED post-eval-
uation mission in 1994.58

49 Ibid, p. 13.
50 Asian Development Bank Operations Evaluation Office. “Program Performance Audit Report on the Agriculture Program in Pakistan.” October
2000, p. i.
51 Ibid.
52 Ibid, p. v.
53 Ibid, p. 14.
54 Ibid, p. 17, 13.
55 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Hyderabad Water Supply and Sewerage Project in
Pakistan.” November 1997, p. 9.
56 Ibid, p. 12.
57 Ibid, p. 11.
58 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Faisalabad Water Supply, Sewerage and Drainage
Project.” April 1996, p. 1.
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The Faisalabad project was doomed from the start.
Project design ignored local realities as “intended benefici-
aries did not participate in project planning and currently
still have only limited influence on matters related to water
and sanitation services.”59 Auditors noted that consulta-
tions were not conducted to assess the project’s appropri-
ateness, and the government’s implementing agency did
not have the capacity to fulfill its responsibilities under the
project.60 As a result, 16 years after the loan became effec-
tive most customers in Faisalabad were receiving little or no
water and “extensive” pollution from overflowing sewers
was common. Industries dumped their untreated waste-
water into canals used for bathing and drinking.

OED described the project disaster in detail: “Of par-
ticular concern are the missing sewer links, the absence of
treatment plants, and the overflowing of sewers…Some
sewers directly discharge into drains and irrigation canals
that rural people tend to use for watering animals and even
for personal bathing and as a source of drinking water.
Polluted irrigation water is used to cultivate cash crops such
as vegetables around Faisalabad. These unsatisfactory con-
ditions may be a cause of the high incidence of diseases in
Faisalabad.”61 In fact, “statistics show that in 1992 about 50
percent of the households in Faisalabad experienced water-
borne illnesses, 30 percent diarrhea and 18 percent dysen-
tery.” As a result of “insufficient data,” “[i]t is not known
whether these statistics relate, in part or in full, to people
served by the Project facilities.”62

The “unsuccessful” 1986 Karachi Urban Development
Project, ADB’s first loan to the urban sector in Pakistan,
was intended to support the government’s Karachi Special
Development Program in Pakistan’s largest city. ADB
funds of more nearly $60 million were provided for the
project, which was completed more than five years behind
schedule.63

The project suffered from design disasters that not
only duplicated or negated existing systems, but also result-
ed in untreated sewage being dumped into “open estuaries,
then into the Lyari River, and eventually out to sea.”64

According to ADB auditors, the lack of consultation with
communities, failure to implement a benefit monitoring
system, and neglect by ADB supervisors also contributed
to the project’s failure.65

The benefits of the only “successful” project compo-
nent – the solid waste management system – did not
appear to be sustainable: “The proportion of solid waste
that is being collected is falling as the Karachi population
grows, and no new investment in solid waste disposal is
being undertaken. Thus, a large and growing proportion of
solid waste is left behind; it is expected to eventually
become a public health hazard.”66

In 1989, ADB provided a loan of $64.2 million to
improve access to and the quality of primary education for
girls under the Primary Education (Girls) Sector Project.
The project, rated “less than successful” in 2000, is an
example of ADB’s distorted emphasis on physical inputs
and quantitative outputs at the expense of more meaning-
ful qualitative goals.

Although the project provided more classrooms, ADB
auditors found that there was a 20 percent underutilization
of project schools. OED noted that the project was “too
ambitious in its goal of changing the sociocultural environ-
ment and did not pay enough attention to the need for a
much longer capacity-building and development peri-
od…The Project lacked a realistic policy framework.”67

According to auditors, no Benefit Monitoring and
Evaluation system was implemented and local consultation
and participation were lacking. For example, a number of
sewing machines were provided to project schools which
auditors later found to be in their original packaging and

59 Ibid, p. 11.
60 Ibid, p. 4, 5.
61 Ibid, p. 12.
62 Ibid, p. 11.
63 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Karachi Urban Development Project in
Pakistan.” December 1999, p. 2.
64 Ibid, p. iii.
65 Ibid, p. 1, 3.
66 Ibid, p. 12.
67 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Primary Education (Girls) Sector Project in
Pakistan.” September 2000, p. 13.
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stored in cabinets. The machines were never used because
teachers did not know how to operate them, did not feel it
was their responsibility to teach sewing, and no funds were
provided to hire sewing teachers. Furthermore, hostels
were constructed to provide housing for teachers in rural
areas, but they remained empty because no teachers want-
ed to live in them (a similar problem occurred in a World
Bank funded education project that could have provided a
lesson for ADB).68

A third of project schools did not have textbooks in
stock,69 only half of the 16,000 teachers who were supposed
to be trained actually were,70 and “[m]ore than 20 percent
of project schools no longer have teaching kits, 30 percent
do not have textbooks, 26 percent lack teachers, 20 percent
do not have water supply, and 60 percent do not have elec-
tricity.”71 Auditors concluded that “[o]utcome indicators
measuring quality remain poor: 20 percent of students have
repeated a grade, the student-teacher ration has worsened
from 40:1 to 60:1, and class sizes have grown to as many as
55-80 students per teacher… The elimination of multi-
grade teaching, one of the objectives of the Project, has not
been attained.”72

Not surprisingly, OED found that ADB supervision
was “inadequate” and cited the cancellation of the midterm
review as a critical failure.73 OED rated ADB’s perform-
ance “less than satisfactory”74 and noted that “review mis-
sions tended to concentrate on monitoring input delivery,
physical targets, and loan disbursements rather than an
assessment of operational impact, and monitoring and
evaluation.”75

ADB’s 1985 Science Education for Secondary Schools
Sector Project was designed to improve the quality of sci-
ence education in secondary schools in Pakistan and
increase public investment in education. The project was

completed three years behind schedule with an ADB loan
of $28.8 million. While a quantitative increase in educa-
tion investment was attained, primary qualitative objectives
(seemingly essential for increased investment to achieve the
desired impact) were not met.76

Despite the project’s failure to improve the quality of
science education, it was still given a “partly successful” rat-
ing by OED “on the basis of expected follow-up action by
the Government and the Bank.”77 Auditors noted that
Benefit Monitoring and Evaluation systems were not
implemented effectively and that there was an absence of
baseline data with regards to teacher quality.78 ADB audi-
tors provided an example of one of the project’s deficien-
cies: “the in-service teacher training was uneven and hur-
ried, and that it had little connection to the Project’s efforts
to improve science teaching through an action-based cur-
riculum. Teachers were not aware of the new curriculum,
and were not taught to effectively use newly available sci-
ence facilities, such as the laboratories or kits.”79

ADB provided a series of loans to Pakistan for seven relat-
ed health projects in the 1980s and 1990s. The Second
Health and Population Project and the Third Health
Project were approved in 1984 and 1987 respectively. The
Second Health Project consisted of a $10.8 million loan
aimed at improving the provision of health services prima-
rily in the Sindh province. The Third Health Project was
implemented in Balochistan and the North West Frontier
Province with a $30.4 million loan.

An objective of the “partly successful” Second Health
Project was to establish 55 basic health units (BHUs).
Underutilization of the facilities, caused by “the lack of
medicine, inappropriate locations of some BHUs, the lack

68 Ibid, p. 15.
69 Ibid, p. 13.
70 Ibid, p. 9.
71 Ibid, p. 18.
72 Ibid.
73 Ibid, p. 11-12.
74 Ibid, p. 20.
75 Ibid, p. 11-12.
76 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Science Education for Secondary Schools Sector
Project.” October 1996, p. 16.
77 Ibid, p. 14.
78 Ibid, p. 8, 11.
79 Ibid, p. 11.
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of doctors (in about 20 percent of the BHUs) and other
medical staff, poor road infrastructure linking villages to
the BHUs (about 30 percent), unreliable water and elec-
tricity supply in the BHUs (up to 50 percent), and lack of
security,” was reported by OED to be a problem.80 And
“[w]hile residential accommodations for staff are provided,
only about 40 percent of the doctors live on the premises
because of the dearth of transportation, nonavailability of
schools for their children, and lack of security.”81 Finally,
no benefit monitoring and evaluation systems for the proj-
ect were established.82

The deficiencies reported by OED in ADB’s primary
girls education project in Pakistan were found in the health
initiatives as well. While the “physical infrastructure com-
ponent was largely attained” in the “successful” Third
Health Project, auditors criticized the lack of “results mon-
itoring and evaluation.”83 In its reviews of both the Second
and Third Health projects – conducted three years apart –
OED repeats the following assessment almost verbatim:
“ADB review missions tended to concentrate on monitor-
ing physical targets and the loan disbursement schedule,
while failing to assess the operational impact of or insist on
[benefit monitoring and evaluation]. It would have also
been more useful if the emphasis of the review missions
had been on the relationship between sector development
and the sustainable achievement of project objectives.”84

Pakistan has received 38 loans from ADB for the
finance sector, representing 15 percent of total ADB lending
to Pakistan.85 In 1987, ADB approved a loan of $200 mil-
lion for the Third Development Financing Project in
Pakistan. The project was evaluated by OED as “partly suc-
cessful” in 1996. With the aim of providing credit to expand
private sector-led industrial development, 79 subprojects
were financed via six participating financial institutions.

OED determined that “[w]eaknesses… were evident in
the monitoring of information collected for subprojects
under [four of the participating financial institutions].
Except for [two banks, all of the participating financial
institutions] were invariably in breach of the [ADB’s]
financial covenants.”86

ADB auditors concluded that most of the subprojects
“incurred significant completion delays and cost overruns
on what was projected at the time of their appraisal, and
less than 10 percent were completed within the scheduled
implementation period… Only four projects were com-
pleted with cost savings.”87 “Changing economic condi-
tions” contributed to subproject failure: “11 were forced to
close. Of the 68 subprojects that remain in operation, loan
recovery proceedings have been initiated against 12, and
debt scheduling has been arranged for 25. Only 31 subpro-
jects proved sufficiently robust to withstand the recession-
ary impacts.”88

Despite “satisfactory disbursement of Bank’s loan
funds, progress on industrial and financial policy reforms,
[and] the performance of the [participating financial insti-
tutions],”89 the dismal performance of the subprojects indi-
cated “the need for more careful project preparation to
avoid approving projects where economic conditions are
not conducive to achieving Project objectives.”90

The Fourth Industrial Development Bank of Pakistan
Project was designed to provide the Industrial Bank of
Pakistan (IDBP) with foreign exchange to finance private
sector development projects. The $40 million loan,
approved in 1982, was expected “to induce $120 million in
investment capital, create some 10,000 jobs, and achieve
annual foreign exchange savings of $10 million” via
subloans extended under the project.91

80 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Second Health and Population Project in
Pakistan.” December 1998, p. 14.
81 Ibid.
82 Ibid, p. 3.
83 Asian Development Bank Operations Evaluation Department. “Project Performance Audit Report on the Third Health and Population Project
in Pakistan.” December 2001, p. 14.
84 Ibid, p. 17.
85 Asian Development Bank. 2002 Annual Report.
86 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Third Development Financing in Pakistan.”
December 1996, p. 7.
87 Ibid, p. 6.
88 Ibid, p. 2.
89 Ibid, p. 17.
90 Ibid, p. 2.
91 Asian Development Bank Post-Evaluation Office. “Reevaluation of the Fourth Industrial Development Bank of Pakistan Project in the Islamic
Republic of Pakistan.” December 1997, p. 3.
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The project was evaluated by OED in 1991 and then
re-evaluated in 1997 and rated “unsuccessful.”
Performance of the subborrower projects showed a “wors-
ening trend” between the two evaluations.92 By 1997, “[o]f
the 69 project loans, 35 (51 percent) were in significant
arrears…Of the 15 projects surveyed for the [reevalua-
tion]… only two were operating profitably, nine were oper-
ating at a loss, four had closed down, and three had repaid
their foreign currency loans. Eight of the 15 projects sur-
veyed were insolvent. Of the six projects surveyed for the
PPAR [in 1991], only one was operating profitably, and
four were insolvent, in arrears and under litigation.”93

According to ADB auditors during the re-evaluation,
project design was not viable given the macroeconomic sit-
uation at the time the project was developed94 – as was the
case in the previous Third Development Financing Project.
OED’s re-evaluation outlined the project’s many failings as
justification for its “unsuccessful” rating: “In consideration
of the significantly less than expected Project outcomes
projected at appraisal, and (i) the low operational achieve-
ments from supported projects, (ii) the unacceptably high
incidence of closures among subborrower projects, (iii) the
worsening operational and financial performance of IDBP,
and (iv) the nonsustainability of institutional strengthening
measures, [the Project] is reassessed as unsuccessful.”95

92 Ibid, p. 16.
93 Ibid, p. 8.
94 Ibid, p. 14.
95 Ibid, p. 16.
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1. Introduction

Sri Lanka has been an Asian Development Bank
(ADB or Bank) client since 1968, borrowing nearly $3 bil-
lion from the Bank over the past 34 years. During the
1990s, Sri Lanka was one of the top borrowers from ADB’s
concessional lending window, the Asian Development
Fund (ADF), along with Pakistan, Bangladesh and
Vietnam. In 2002, the ADB provided $236.5 million in
new loan commitments to Sri Lanka.1 For 2003 through
2005, $600 million has been proposed for 12 project loans
in Sri Lanka.2 With new hope for peace after nearly two
decades of civil war, Sri Lanka is likely to receive more
loans from the ADB and other international financial
institutions in the coming years.

This chapter attempts to evaluate ADB lending to Sri
Lanka over the last three decades based entirely on ADB
documents. It includes assessments and summaries in the
Bank’s own words of over $450 million of ADB loans to Sri
Lanka that have been audited by ADB’s Operations
Evaluation Department (OED). These OED audit reports
evaluate the performance and rate the success – or failure –
of completed ADB projects. Our analysis of OED reviews
– utilizing “sustainability” as the standard of project success
(as defined by the 2000 U.S. Congressional International
Financial Advisory Commission, the Meltzer
Commission) – indicates that perhaps as much as 78 per-
cent of ADB projects in Sri Lanka are unlikely to pro-
duce lasting economic or social benefits.

The ADB has provided 112 loans to Sri Lanka to sup-
port projects in sectors such as agriculture and natural
resources, social infrastructure, finance, and transport.
Approximately one-third (32) of these projects had been
evaluated by OED as of December 2002.3 Fourteen of the

projects are rated “generally successful” (43.8 percent), 15
are considered “partly successful” (46.9 percent), and 3 are
rated “unsuccessful” (9.4 percent).4

Sri Lanka’s Debt and the ADB

With debt levels exceeding 100 percent of GDP 5, per-
haps the most critical economic issue facing Sri Lanka is its
significant debt burden. Approximately $1.5 billion (or 20
percent) of Sri Lanka’s $7.8 billion public external debt is
owed to the ADB, while $1.7 billion is due the World
Bank.6 As noted previously, OED audit reports rated 53.6
percent of ADB post-evaluated projects in Sri Lanka less
than successful (rated either “partly successful” or “unsuc-
cessful”). Assuming that the projects rated “successful”
actually were successful, then nearly $850 million of Sri
Lanka’s debt to ADB is owed for projects that the ADB
itself considers to be less than successful.

However, other OED reports indicate that the “suc-
cessful” rating for projects may be somewhat misleading.
The OED’s Annual Reviews of Evaluation Activities from
1998 to 2001 found that the sustainability of even “success-
ful” ADB projects is highly suspect. In 1999, OED deter-
mined that half of the ADB projects rated “successful”
that year were actually of questionable sustainability,
meaning that their results and benefits may not last for
the economic life of the project (see Appendix B). In its
2001 Annual Review, OED evaluated 17 projects, corre-
sponding to the target review rate for completed projects of
40 percent. More than half of the evaluated projects (9 out
of 17) in various countries were rated less likely or unlike-
ly to sustain social and economic benefits.

Furthermore, ADB’s 2002 Annual Review of
Evaluation Activities noted that 10 projects – more than

Chapter 3: TThhee  AAssiiaann  DDeevveellooppmmeenntt  BBaannkk  iinn  SSrrii  LLaannkkaa
Shannon Lawrence, Environmental Defense

1 Asian Development Bank. 2002 Annual Report.
2 Asian Development Bank. “Country Strategy and Program Update (2003-2005), Sri Lanka.” July 2002.
3 OED evaluates projects approximately three years after completion. According to the 2002 Annual Review of Evaluation Activities, “current
practice” is for OED to evaluate all programs and 40 percent of projects across the institution. The 30 percent figure cited here is lower than that
target in part because some of the 112 loans in Sri Lanka are active.
4 Asian Development Bank. “Evaluation Results by Country (as of 31 December 2001)” and “2002 Annual Review of Evaluation Activities.” May
2003.
5 Asian Development Bank. 2002 Annual Report.
6 International Monetary Fund. “Sri Lanka: Selected Issues and Statistical Appendix.” September 26, 2002.
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one-third of those evaluated that year – had “major design
flaws.” All four of the “partly successful” projects suffered
from “key deficiencies in design.”7

Considering that as many as half of ADB’s “successful”
projects are of questionable sustainability and that projects
considered “partly successful” may also have significant fail-
ings, if these figures hold true for Sri Lanka then as much
as 78 percent of ADB projects will likely fail to produce
lasting economic or social benefits for the country. These
unsustainable and/or failed projects are potentially the
equivalent of $1.2 billion of Sri Lanka’s debt to the ADB.

Poor Performance of ADB Projects and Programs in 
Sri Lanka

In 1997, OED released a Country Synthesis of Post-
Evaluation Findings in Sri Lanka that reviewed evaluation
reports from a selection of completed projects. At the time
the report was completed, 26 projects had been post-eval-
uated in Sri Lanka. The report highlights the “poor post-
evaluation results” of ADB-financed projects in Sri Lanka:8

The performance of ADB-financed projects in Sri
Lanka actually deteriorated in the years following the 1997
report. By 2002, less than 44 percent of post-evaluated
projects were rated “successful.”

OED Project Performance Audit Reports (PPARs) for
Sri Lanka that are available on ADB’s website10 and other
OED evaluation documents reveal disturbingly consistent
failures. A review of all publicly available OED audit
reports for Sri Lanka repeatedly indicate problems of inap-
propriate project design; cost overruns and time overruns of
more than 100 percent; the absence of Benefit Monitoring
and Evaluation (BME) systems and baseline data necessary
for measuring success; policies and projects that exacerbate
poverty and increase social inequity and ethnic tension;
lack of consultation with prospective beneficiaries and
stakeholders; severe operation and maintenance deficien-
cies and substandard construction; project preparation
based on assumptions instead of facts, analysis, and an
understanding of local realities; and a failure to mitigate
severe environmental and social impacts.

The table on the following page illustrates recurring
failures that are explicitly cited by ADB auditors in PPARs.
(The table includes all ADB projects in Sri Lanka for
which PPARs are available on the ADB website.)

These deficiencies and others are explained in more
detail in the following section. Highlights of OED audits
for seven of these projects in the agriculture (including
agro-industry, irrigation, fisheries, and program loans) and
roads sectors are presented below (more detailed excerpts
of PPARs for these projects can be found in Appendix E).
In addition, two OED impact evaluations – assessing the
impact of ADB lending in the health and water supply and
sanitation sectors in Sri Lanka – are also profiled in this
report.

7 Asian Development Bank Operations Evaluation Department. “Annual Review of Evaluation Activities in 2002.” May 2003, p. 6.
8 Asian Development Bank, Post-Evaluation Office. “Country Synthesis of Postevaluation Findings in Sri Lanka.” December 1997, p. 16.
9 Ibid. The Country Classification of March 2002 includes Sri Lanka in the Group B1 category, indicating that although the country will contin-
ue to receive the majority of its ADB loans on a concessional basis from ADF, it also has limited access to Ordinary Capital Resources (OCR),
which are offered at near-market terms.
10 As of December 2002, PPARs for 11 projects and programs (excluding technical assistance loans) were available online and could be down-
loaded from www.adb.org. Seven of these projects and two sectors (from OED Impact Evaluations) are profiled in this report.

The post-evaluation of Bank-financed projects in
Sri Lanka has so far found less than 50 percent
(ie., 46 percent) of reviewed projects to be gener-
ally successful, and almost an equal number (42
percent) of partly successful projects. This pro-
portion of generally successful projects was lower
than the 49 percent average for other Group A
countries [countries with very low per capita
GNP and limited debt-repayment capacity], and
the average of 58 percent for Group B countries
[lower middle-income countries with increasing
capacity to service their debt]. In terms of actual
investment costs and loan amounts disbursed, the
generally successful projects were even lower at 45
percent and 38 percent respectively.9
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As donors increase funding to Sri Lanka to support the
long-awaited peace settlement, careful consideration
should be given to some of the failures of the past that per-
sist into the present. Projects and programs that generate
economic, environmental, and social disasters will not sup-
port peace or promote development in Sri Lanka, but
rather will fuel causes of social unrest and waste precious
ecological and financial resources.

The ADB lends significantly more for agriculture proj-
ects and programs in Sri Lanka than for any other sector.
As of December 2002, cumulative ADB lending for the
agriculture and natural resources sector in Sri Lanka totaled
$970.6 million, or 32.6 percent of all ADB loans to the

country.11 Agriculture sub-sectors, according to ADB’s clas-
sification, include fisheries, industrial crops and agro-indus-
try, irrigation and rural development, livestock, forestry, fer-
tilizer production, and agricultural support services. ADB-
wide evaluation results posted at the end of 2001 showed
that agriculture had the largest percentage of unsuccessful
projects (17.4 percent, or 35 out of 201 evaluated projects)
of any sector except the “multisector” category.12 This analy-
sis considers ADB lending for the agriculture sector in Sri
Lanka with a review of six projects in various subsectors,
totaling more than $250 million in ADB loans.

In 1996, OED completed a synthesis report of post-
evaluation findings in the Industrial Crops and Agro-
Industry Sector in Sri Lanka. The examination of approx-

PROJECT 

Lack of 
Adequate 

Benefit 
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and 
Evaluation  
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Design 
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Disregard for 

Local Concerns 

Cost 
Overruns 

Time 
Overruns 
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Impacts 
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Tensions 

   “Successful” 
Walawe Irrigation 
Improvement 
Project 

•• •• •• •• •• •• •• 

Plantation Sector 
Project  ••  •• ••   

Secondary Towns 
Power Distribution 
Project II 

••   •• ••   

  “Partly Successful” 
Agriculture Program 
Loan 

•• ••      

Second Agriculture 
Program •• ••     •• 

Aquaculture 
Development 
Project 

•• •• ••  ••   

Kirindi Oya 
Irrigation and 
Settlement Project 

•• •• •• 
 •• •• •• 

Livestock 
Development 
Project 

•• ••   •• ••  

Second Road 
Improvement 
Project 

•• ••   ••   

Financial Sector 
Program •• ••   ••   

   “Unsuccessful” 
Sevanagala Sugar 
Development 
Project 

•• •• •• 
 •• •• 

 

ADB Projects in Sri Lanka: Common Failures Cited by OED

11 Asian Development Bank. 2002 Annual Report.
12 Asian Development Bank Operations Evaluation Department. “Evaluation Results by Sector” as of 31 December 2001.

2.  Project Analysis by Sector

2.1  Agriculture

Industrial Crops and Agro-Industry –
“Unsuccessful”

2.1.1
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imately half the ADB-financed projects in this sector in Sri
Lanka revealed that serious design deficiencies resulted
from a lack of preparatory studies, misguided project tar-
gets, and failure to assess beneficiaries’ needs. Bank super-
vision of these projects was commonly found to be weak
and financial performance of Industrial Crops and Agro-
Industry projects was typically below appraisal expectations
or negative, with projects incurring “considerable losses.”13

The “unsuccessful” Sevanagala Sugar Development
Project (approved in 1978) illustrates a number of these
failings. The project’s objectives were to increase sugar pro-
duction and “settle in an organized manner the encroacher
population of 2,600 families” and the permanent employ-
ees.14 The $33.9 million15 project was plagued by irrigation
disasters, including high-value water wastage, environmen-
tal problems from the discharge of untreated effluent, and
time overruns of more than 10 years that depressed the
project’s already low economic rate of return even further.

The severe water wastage problems of the adjacent
ADB-supported Walawe Irrigation Project (see Irrigation
and Rural Development section) should have provided
important lessons for the Sevanagala Sugar Project.
However, ADB auditors noted that these lessons were
largely ignored in Sevanagala’s project design.16 In addition,
the sugar development project suffered from “inefficient
irrigation,” namely waterlogging in the sugarcane areas of
the project’s upper regions and a lack of water downstream
in the paddy fields. According to OED, all project bene-
fits would be negated if the opportunity costs of the wast-
ed water were considered.17

ADB auditors also cited the project’s negative environ-
mental impacts, such as the discharge of pollutants into the
Walawe River with likely contamination of soils and
groundwater, the burning of large quantities of wood and
fuel for inefficient cane crushing operations, and the result-
ant loss in tourism revenue for the nearby national park.18 

Construction subprojects that were initiated 10 years
before OED’s evaluation had still not been completed at
the time of the review mission. Auditors noted that the
projects were of such poor quality that “overhaul” would be
required.19 Additionally, 500 settlers had not received land
allotments, but rather were given monthly compensation
equal to only three days of field wages.20 The disturbing
conclusion was that the project’s low economic rate of
return was not expected to improve even if sugar prices
were to increase beyond projections in the future.21

In 1995, OED completed an institution-wide review
of ADB lending for Irrigation and Rural Development
(IRD) projects. According to the synthesis report of post-
evaluation findings in the IRD sector, performance of IRD
projects was found to be less than satisfactory with serious
concerns raised about project sustainability.22 Furthermore,
the economic return of most projects was below estimates
at project appraisal. The review concluded that project for-
mulation and design needed to be improved; increased par-
ticipation of beneficiaries was necessary; Benefit
Monitoring and Evaluation systems were essential for suc-
cess; and that the relative advantages and greater viability
of small and medium-scale irrigation projects should be
considered.

Not surprisingly, some of the ADB’s most alarming
failures in Sri Lanka are found in irrigation projects. The
“successful” Walawe Irrigation Improvement Project, with
ADB financing of nearly $20 million, was designed to
rehabilitate the failed ADB-supported Walawe
Development Project on the right bank of the Walawe
River. Soon after the Walawe Development Project was
completed in 1977, the irrigation infrastructure began to
deteriorate. The goal of the 1984 follow-up Irrigation
Improvement Project was not only to restore the existing

13 Asian Development Bank. “Sector Synthesis of Post-Evaluation Findings in the Industrial Crops and Agro-Industry Sector.” November 1996.
14 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Sevanagala Sugar Development Project in Sri
Lanka.” August 1995, p. 3.
15 Project values have not been adjusted for inflation. Therefore, values for a 1978 project are expressed in 1978 dollars.
16 Asian Development Bank Post-Evaluation Office. “Project Performance Audit Report on the Sevanagala Sugar Development Project in Sri
Lanka.” August 1995, p. 5.
17 Ibid, p. 12.
18 Ibid, p. 14.
19 Ibid, p. 6.
20 Ibid, p. 13.
21 Ibid, p. 14.
22 Asian Development Bank Post-Evaluation Office. “Sector Synthesis of Postevaluation Findings in the Irrigation and Rural Development
Sector.” May 1995.

2.1.2 Irrigation and Rural Development  -
“Successful,” “Partly Successful
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infrastructure, but also to expand the original irrigation
area. However, in its 1999 project audit report, OED
determined that the benefits under the second project
would also be lost within a decade.23

Although ADB auditors noted that agricultural pro-
duction increased and lower-than-anticipated efficiency
improvements were achieved in the second Walawe proj-
ect, these benefits were not expected to be sustainable. The
exclusion of local farmers and the reliance on outdated
analyses in project design had negative impacts on project
sustainability and on adjacent communities.24 The OED
report sharply criticized the costly “repetitive cycle of reha-
bilitation” in this and other irrigation projects.25

Despite the project’s inexplicable “successful” rating,
the Walawe project also suffered from cost overruns and
nearly five years of implementation delays. Consultant
hours totaled almost three times as much as expected at
appraisal – with consulting services costs rising to approx-
imately 20 percent of construction costs.26

Another irrigation project, the “partly successful”
Kirindi Oya Irrigation and Settlement Project (approved in
1977 for an ADB loan of $60.6 million), involved the con-
struction of the country’s largest earthfill dam and 8,400
hectares of irrigation canals in the dry zone of Sri Lanka.
The project was considered to be politically expedient as
the government sought to address civil unrest in the
impoverished area and promote “more balanced develop-
ment.”27

OED reported that these political considerations con-
tributed to the failure to consider less costly project alter-
natives.28 ADB auditors criticized the project’s time over-
runs of more than 100 percent and exorbitant cost: “The
expenditure of close to $100 million to benefit a relatively
small number of settlers can be considered of limited rele-

vance in the context of overall development needs and
poverty alleviation in the southern dry zone.”29

In fact, the project actually increased income inequali-
ty and social tensions in the project area, as “many settlers
brought in from outside the project area appear to have
obtained their allotment by political influence.”30According
to the OED report, nearly 5,000 families were settled
under the project; and half of the new area settlers were
“likely to be below the poverty line.”31 Many of the settlers
were given their land allocations before irrigation water was
supplied, and therefore had to be “sustained by food assis-
tance under the World Food Program for longer than
anticipated.”32 Destruction of livestock land, shrimp
lagoons, and wildlife habitat adversely affected the liveli-
hoods of some groups in the project area and led to
increased conflicts between settlers and herdsman.33

23 Asian Development Bank Operations Evaluations Office. “Project Performance Audit Report on the Walawe Irrigation Improvement Project in
Sri Lanka.” December 1999, section III, p. 10-11.
24 Ibid, section II, p. 1.
25 Ibid, section III, p. 10.
26 Ibid, section II, p. 3.
27 Asian Development Bank Operations Evaluations Office. “Project Performance Audit Report on the Kirindi Oya Irrigation and Settlement
Project in Sri Lanka.” December 2000, p. 3.
28 Ibid.
29 Ibid, p. 13.
30 Ibid.
31 Ibid, p. 11.
32 Ibid, p. 4.
33 Ibid, p. 11-12.
34 Oxfam Community Aid Abroad and the NGO Working Group on the ADB-Sri Lanka, “Sri Lanka and the Asian Development Bank: Too
Little Too Late?  The High Cost of Learning from Past Mistakes,” April 2001.

Kirindi Oya Irrigation and Settlement Project

A 2001 report by Oxfam Community Aid Abroad
and the Sri Lankan NGO Working Group on the ADB
states, “Sri Lanka now has one of the world’s greatest lev-
els of political violence directly linked to disempower-
ment of the poor.” The report includes a case study on
the Kirindi Oya Irrigation and Settlement Project –
based on field research and ADB documents – which
highlights a number of the project’s failures. In addition
to the five-fold increase in dam construction costs, the
over-estimation of water availability, the lack of consulta-
tion with local communities, the destruction of tradition-
al sources of income and of the environment, the project
“generated local conflict over water rights and access” and
saw “the region’s poor become poorer and its rich richer.”34
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In 1998, OED released a synthesis of evaluation find-
ings for ADB lending to the fisheries sector, acknowledg-
ing the “relatively limited success of Bank-financed proj-
ects.”35 The review of approximately half of ADB’s projects
in the fisheries sector concluded that most of the projects
suffered from deficiencies in design, primarily due to a lack
of preparation and research during project formulation, and
performance results below appraisal expectations. Among
the lessons learned were that more project supervision by
the ADB was needed and that the preferences of benefici-
aries needed to be more carefully assessed.36

These failures of ADB-financed fisheries projects were
also evident in the 1983 “partly successful” Aquaculture
Development Project (original ADB loan of $17.27 mil-
lion) in Sri Lanka. The objective of the project was to
increase inland fish production for domestic consumption
and promote shrimp exports. The project was rated “part-
ly successful” by OED, despite poor ADB supervision, an
absence of benefit monitoring and evaluation systems, and
the failure to consider local needs and realities in the design
process.

Auditors found that disregard for “the sociocultural
aspects of beneficiaries” resulted in dramatic changes in the
project’s scope after appraisal.37 OED criticized the pro-
ject’s lack of benefit monitoring and evaluation systems and
baseline information, which prevented effective monitor-
ing during project implementation and the mitigation of
problems as they arose.38 The ADB’s weak supervision
only contributed to the project’s substantial deficiencies,
such as “significant deterioration” of project facilities and
turnkey contracts that favored consultants at the expense of
the government.39

In 2001, OED completed a review of ADB’s program
lending – fast-disbursing loans used to promote policy
reforms in a certain sector or the economy as a whole. The
review found that “the overall impact of program lending
has been smaller, and less clear, than anticipated,” and that
the efficiency of these loans has been difficult to assess.40

The record of program lending in generating sustainable
results is questionable – in fact, some program loans are
found to have a clearly negative effect on the poor, reduc-
ing employment and income for the most vulnerable
groups. As noted below, ADB’s second Agriculture
Program Loan to Sri Lanka, for example, included reforms
that may have increased rural poverty.

The first $80 million Agriculture Program Loan
(APL1) in Sri Lanka (approved in 1989) promoted macro-
economic and sectoral reforms to “[expand] the influence
of market-signals and [improve] the enabling environment
for private sector participation.”41 However, this “partly
successful” adjustment program failed to consider key
macroeconomic policies and institutional issues upon
which the program’s success depended.

OED found that APL1 lacked “a logical framework
specifying quantitative performance indicators,”42 which
presumably resulted in “ad hoc” monitoring.43 Additionally,
improperly sequenced reforms contributed to the realiza-
tion of only minimal benefits from the loan.44 A number of
the reforms that were achieved were not considered to be
sustainable.45

Introduced two years after the first program, the $60
million Second Agriculture Program (APL2) was designed
to extend some of the policy reforms implemented under
APL1 and to introduce additional reform measures. APL2

35 Asian Development Bank, “Sector Synthesis of Evaluation Findings in the Fisheries Sector.” December 1998, p. 10-11.
36 Ibid, p. 14-16.
37 Asian Development Bank Post-Evaluation Office, “Project Performance Audit Report, Aquaculture Development Project in Sri Lanka.” August
1995, p. 6.
38 Ibid, p. 7, 8, 14.
39 Ibid, p. 7.
40 Asian Development Bank Operations Evaluation Department, “Special Evaluation Study on Program Lending.” November 2001, p v.
41 Asian Development Bank Post-Evaluation Office. “Program Performance Audit Report on the Agriculture Program Loan in Sri Lanka.”
December 1996, p. 3-4.
42 Ibid, p. 10.
43 Ibid, p. 17.
44 Ibid, p. 7, 14, 16-17.
45 Ibid, p. 17.

2.1.3 Fisheries – “Partly Successful” 2.1.4 Program Loans – “Partly Successful”
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was part of a broader strategy to “undertake economic
adjustment programs to foster a greater role for the private
sector in the market economy, enhance exports, and pro-
mote a more outward-looking and internationally compet-
itive economy.”46 The quick-disbursing loan was approved
almost immediately after APL1 was completed.

Not surprisingly, ADB auditors found that APL2 suf-
fered from largely the same deficiencies as the first pro-
gram: performance indicators were lacking, sustainability
of reforms was questioned, and key institutional capacity
issues were ignored.47 However, the performance of APL2
was even less satisfactory than that of APL1; APL2 was
cancelled before the second funding installment was ever
disbursed because the required conditions were not met –
despite three extensions of the closing date.

The OED report also noted APL2’s failure to consult
stakeholders and to consider a “mechanism…that would
identify the relationship between the proposed policy
reforms and the social and economic objectives.”48

Furthermore, APL2 reforms may have actually contributed
to rural poverty in Sri Lanka and increased the nation’s
reliance on certain agricultural imports at the expense of
domestic production. Auditors noted: “There is no evi-
dence that APL2 has triggered a revitalization of the agri-
culture sector. Indeed, some of the APL2 reforms may ini-
tially have contributed to higher rates of rural poverty.”49

Finally, OED found the sustainability of APL2 reforms to
be “doubtful.”50

The “partly successful” Second Road Improvement
Project, approved for an ADB $35.4 million loan in 1987,
was designed to improve Sri Lanka’s road network and
increase the efficiency of road maintenance. The project

“suffered from a lack of realism in its formulation,”51 design
weaknesses that contributed to environmental and safety
hazards, contract tendering problems, operations and
maintenance failures, and an absence of monitoring data.

OED determined that “[t]he road designs contained
details that are now not considered good practice, for
example, leaving shoulders unsealed and not extending all
drainage structures beyond the road shoulders.”52 This
design weakness caused “the road shoulder to end abrupt-
ly, which creates a potentially dangerous situation, particu-
larly at night given the lack of street lighting.”53

Auditors noted that ADB’s performance was “mixed”
and criticized its failure to maintain a “suitably broad view
of the project.” For example: “ADB should have been faster
in rejecting the Government’s request to award one of the
original contracts to a [Government-owned] company that
had not prequalified.”54 Furthermore, the loan covenant
requiring the collection and analysis of road performance
monitoring data was not complied with, preventing any-
thing more than a “weak indication” of road performance.55

OED reported that the road improvements that were
achieved were in a “precarious position,” threatened by
“rapid deterioration and loss of benefits.”56 Auditors noted
that “[t]he Project ended up being simply the improvement
of selected roads without any provision for their long-term
sustainability or solution of the fundamental national prob-
lem of inadequate road maintenance.”57 The failure of
operation and maintenance training and institutional
development under the project meant that “the sustainabil-
ity of the two project roads is not ensured.”58

46 Asian Development Bank Operations Evaluation Department. “Program Performance Audit Report on the Second Agriculture Program in Sri
Lanka.” October 2001, p. 1.
47 Ibid, p. 16-17.
48 Ibid, p. 10.
49 Ibid, p. 13.
50 Ibid, p. 17.
51 Asian Development Bank Operations Evaluation Office. “Project Performance Audit Report on the Second Road Improvement Project in Sri
Lanka.” June 2000, section IV, p. 3.
52 Ibid, section I, p. 3.
53 Ibid, section III, p. 5.
54 Ibid, section II, p. 5.
55 Ibid, section II, p. 5, 7.
56 Ibid, p. 1.
57 Ibid, section I, p. 3.
58 Ibid, section III, p. 3.

2.2  Roads - “Partly Successful”
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Two health projects in Sri Lanka, the First Health and
Population Project, approved in 1982, and the Second
Health and Population Project, approved in 1992, were
evaluated by OED in a 1995 impact evaluation study.
These projects, totaling $35.4 million in ADB loans, were
intended to improve the primary health care delivery sys-
tem for the rural population of Sri Lanka. The study
assessed the impact of these projects on health, policies, the
government’s budget, institutional development, social
dimensions, and the environment. While auditors noted
positive impacts from the projects in some of these areas,
they also cited serious concerns.60

ADB was criticized by OED for its “poor coordination
with other funding agencies” and its failure to realistically
assess institutional constraints in the design of the first
health project.61 Auditors reported: “Other inadequacies
include the absence of impact indicators and the relevant
baseline data at project preparation, poor monitoring at
implementation, faulty project design as a result of inade-
quate project preparatory work, and the minimum involve-
ment of health care providers and beneficiaries throughout
the project cycle. The last is particularly important as there
were some [health centers] which were not used as a result
of being badly located.”62

Although according to auditors “[t]he importance of
setting up a [Benefit Monitoring and Evaluation] system
was recognized by the Bank,” it “was not seriously thought
through.”63 Despite the fact that the second project “specif-
ically provided for assistance to the Government to set up
a [Benefit Monitoring and Evaluation] system,” the
required system had not yet been established at the time of
the OED study - four years after project approval.64

Over the past three decades, the ADB has provided
more than $4.6 billion for water and sanitation projects to
borrowing countries. A 2002 OED impact evaluation study
of select projects in the sector noted that “beneficiary”
involvement in project planning and implementation was
not an ADB priority when the reviewed projects were
implemented. Furthermore, a lack of baseline data made it
impossible to assess the projects’ impacts. OED also found
that sanitation had received less attention in the projects,
achieving “mixed and limited” impacts.66

The study includes a partial review of the impacts of a
number of water supply and sanitation projects in Sri Lanka
from 1986 to 2000, totaling more than $150 million in
ADB loans.67 According to OED, the projects in “Sri
Lanka have resulted in some adverse environmental impacts
because of poor planning, inadequate facility design, inade-
quate community health training and awareness, or lack of
proper environmental monitoring and follow-up actions.”68

ADB auditors also noted that “[i]n Sri Lanka water treat-
ment plans discharge sludge, a potential environmental haz-
ard, into rivers and ponds, although to date no significant
adverse impact has been reported. In some subprojects
under the Second Water Supply and Sanitation Project,
environmental reviews were carried out, but mitigation
measures did not fully address the problems encountered.”69

Furthermore, in projects in Sri Lanka and in other bor-
rowing countries, there was little evidence of “community
involvement in project planning, design, construction, or
[operation and maintenance].” Auditors concluded that the
reviewed projects pre-dated ADB’s “participatory
approach,” while acknowledging that “enhanced communi-
ty participation in decision-making and project develop-
ment activities tends to increase the likelihood of project
sustainability.”70

59 No performance rating was provided for these projects in the context of the Impact Evaluation Study.
60 Asian Development Bank Post-Evaluation Office. “Impact Evaluation Study of Bank Assistance in the Health and Population Sector in Sri
Lanka.” December 1995.
61 Ibid, p. 2.
62 Ibid, p. 2.
63 Ibid, p. 17.
64 Ibid.
65 No performance rating was provided for these projects in the context of the Impact Evaluation Study.
66 Asian Development Bank Operations Evaluation Department. “Impact Evaluation Study on Water Supply and Sanitation Projects in Selected
Developing Member Countries.” December 2002, p. iv.
67 Ibid, p. 29.
68 Ibid, p. 10.
69 Ibid.
70 Ibid, p. 18.

2.3  Health59 2.4 Water Supply and Sanitation65
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Appendix A:

Honolulu, Hawaii
May 9, 2001

The Asian Development Bank (ADB), which is holding its 34th Annual Meeting in Honolulu on May 7-11, 2001, is an institution
that is now widely recognized as having imposed tremendous sufferings on the peoples of the Asia-Pacific. In the name of develop-
ment, its projects and programs have destroyed the livelihoods of people, brought about the disintegration of local and indigenous
communities, violated ancestral domains, undermined sovereign self-determination, promoted a sharp rise in inequality, deepened
poverty, and destabilized the environment.

We, representatives of peoples, indigenous communities, and organizations throughout the region, have had enough of this destruc-
tion in the name of development. We have had enough of an arrogant institution that is one of the most non-transparent, undemo-
cratic, and unaccountable organizations in existence.

We seek genuine dialogue with the ADB, demanding that it recognize the error of its ways and yield the space to promote alterna-
tive strategies of development that truly serve the people’s interests.

In this spirit, we are presenting the following demands to President Tadao Chino:

I. Development must not be a process that creates refugees. The ADB creates refugees through physical displacement of peoples as
well as alienating them from their communities, livelihoods and culture.

We demand an immediate halt to and independent review of all controversial/disputed ADB projects, especially those that directly
threaten people’s livelihoods and economic and social security like the Samut Prakarn Wastewater Management in Thailand and the
Cordillera Highland Agricultural Resource Management Project in the Philippines. The ADB should not take any further action on
these projects until critical issues are resolved.

a.) The ADB should acknowledge that ADB-financed projects have displaced peoples and created a new class of “develop-
ment refugees.”

b.) The ADB should assess the compensation needs of all those people whose livelihoods have been negatively affected, par-
ticularly those displaced as a result of past ADB projects, using open, transparent and participatory processes. Following such
assessments, the ADB should develop and implement adequate, just and timely compensation measures. The Bank Funds
earmarked for compensation should be used for direct compensation and not for further studies and assessments, or to pay
for consulting companies or experts. Funds for assessments and eventual compensation must be provided through project
budgets and the ADB’s own resources.

Full direct compensation must be provided to all people negatively affected by ADB funded hydropower and other infra-
structure projects in the Asia Pacific region. This must be done in a timely and transparent manner, in consultation with
local peoples, and with ongoing monitoring and input from truly independent observers.

c.) The ADB must put into place appropriate mechanisms to monitor the environmental, social and economic impacts and
costs of all projects and programs it supports in any manner or form. These mechanisms must include guidelines for miti-
gation of impacts and how mitigation costs will be met; such costs cannot and must not be externalised and passed on to
affected communities, society at large, or the public purse. Those who benefit most from projects must be responsible for
the proportionate share of the costs.

d.) The ADB must put into place transparent and universally accessible arbitration/grievance procedures through which the
ADB can be held accountable for violation of its own guidelines. The ADB should put particular emphasis on this in both
its public and private sector operations.

e.) The ADB should put justice high on its agenda. A rigorous mechanism for reparation for the negative impacts of past
and existing projects should be set up.

“People’s Challenge to the Asian Development Bank”
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f.) In solidarity with the people of Klong Dan, we demand that the Samut Prakarn project be immediately stopped, and that
no further release of funds be made until the Inspection process is fully completed in a transparent and participatory man-
ner.

g.) In solidarity with the advocates in Sri Lanka opposing the Sri Lanka Water Resource Management Project, we demand
a halt to the project and a review of the Wildlife Management Project. (see attachments) 

h.) The ADB should adopt and implement the fundamental principles and guidelines recommended by the World
Commission on Dams, especially those regarding prior informed consent and the assessment of alternatives.

II. Current sectoral reform processes such as those in the agriculture sector in Pakistan and Thailand and in energy in the Philippines
fail to fully capture the complex political-economic realities in these countries. Indiscriminate scaling down or abolition of agricul-
tural and social subsidies exposes poor households with low access and endowments to start with to even greater insecurity.

We call for an independent evaluation and an immediate stop to all sectoral reform processes. The results of these evaluations must
be used to re-work and restructure reforms, including content, sequencing and even alternative models.

III. We call for an immediate and independent review of the ADB’s Private Sector Development (PSD) strategy with special focus
on the impacts of this strategy on local populations, the public sector, national and sub-national government capacities and the over-
all business climate. The results of this review should feed directly into a fundamental rethinking and reworking of this strategy to
serve local, sub-national and national economic priorities and needs, rather than those of external investors and foreign governments.
During the period of the review and re-strategising, ongoing PSD initiatives should be slowed down and no new initiatives should
be started. The review should also take into consideration political, social and economic realities such as distributional disparities that
render markets uncompetitive and exclude the poor, as well as weak governance structures that render regulation ineffective and inca-
pable of upholding consumer and worker rights.

IV. The ADB itself acknowledges that close to 70 percent of its loans to the developing countries will fail to produce lasting econom-
ic or social benefits in these countries. Yet the ADB insists that these debts be repaid, further contributing to the impoverishment in
these countries.

We demand full and unconditional cancellation of the illegitimate debts of ADB’s borrowing countries. The ADB must also imme-
diately undertake a region-wide assessment of the debts owed to it by all borrowing countries. In particular, the assessment should
focus on; 1) the impacts of debt servicing on social and other essential services; 2) the programmes and conditions under which the
debts were contracted, as well as their legitimacy in terms of debt repayment.

When the ADB experienced an internal financial squeeze at the height of the Asian crisis, it chose to remedy this by making capi-
tal costlier for borrowing governments. We demand that the ADB shift the burden back from the borrowing to the donor countries.

V. We deplore the inconsistency with which the ADB requires good governance, transparency and accountability from borrowing
governments while at the same time fails to impose the same strict standards on itself.

In its push for privatization, the ADB turns a blind eye to corrupt practices employed by borrowing governments such as the
Philippines in the case of the power sector reform loan in order to meet conditions for the release of ADB loans.

Furthermore, we challenge the ADB to stop placing the entire blame for the failure of projects and programmes on governments and
take institutional responsibility for the projects and programs it supports.

a.) The ADB should democratize decision-making within the highest levels, and function on the principle of one country,
one vote, and not on the current practice based on the amount of subscribed capital.

b.) In general, the ADB should open to public scrutiny decision making and agreements between the ADB and host gov-
ernments about projects and programmes. The ADB should review past and current decision making processes in light of
their impacts on national sovereignty and where found wanting, these decision making processes must be changed to
respond to national, rather than external interests.
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c.) All of the ADB’s review panels for projects, programmes, operations and governance must be equally balanced in their
composition among affected peoples, civil society and independent experts. Further, affected peoples and civil society must
have the right to select their own representatives on these panels.

d.) The ADB should locate all reviews and assessments of its projects, programmes, lending practices and decision-making
processes within national and sub-national democratic processes such as parliaments, congresses and national assemblies.
Directions for future policies and practices must emerge from public debates and discussions, and not through closed-door
negotiations among elite groups of ADB management, national and government elites and technical “experts.”

WE CALL ON THE ADB TO RESPECT THE RIGHTS OF PEOPLES OVER THEIR RESOURCES AND
LIVES AND IMMEDIATELY IMPLEMENT THE AFOREMENTIONED DEMANDS.

ON MAY 9, WE MARCH IN SOLIDARITY WITH THE PEOPLES OF HAWAII WHO REJECT ANY
FUTURE USE OF THEIR ISLANDS BY MULTILATERAL INSTITUTIONS LIKE THE ASIAN DEVEL-
OPMENT BANK KNOWN FOR THEIR ANTI-PEOPLE AND ANTI-DEMOCRATIC POLICIES.

Endorsed by:

Northern Farmers Alliance, Thailand
Kanchanaburi Conservation Group, Thailand
Bor Nog Conservation Group, Thailand
Ban Krud Natural and Conservation Group, Thailand
Klong Dan Local Community Projection Group, Thailand
Isaan Framers Cooperative Federation, Thailand
Committee for the Solution of Farmer's Problems, Chiang Rai
Committee for the Solution of Farmer's Problems, Payao
Local Theatre Project, Thailand
Four Regional Alternative Agricultural Network, Thailand
Northern Farmer Network, Thailand
Kok-Ing-Nan River Network, Thailand
Mae Thood River Network, Lampang
Mae Mog River Network, Lampang
Mae Soi River Network, Lampang
Isaan Forest and Land Network, Thailand
Thai Network for People Living with HIV/AIDS, Thailand
Isaan River Network, Thailand
Chiang Mai Consumer Network, Thailand
Women Rights Network, Thailand
Chiang Rai-Payao Rural Women Network, Thailand
Labor Network, Thailand
Four Regional Slum Network, Thailand
Chiang Mai Community Network, Thailand
Media Center for People, Thailand
Eastern Farmer Network, Thailand
Southern Local Fisherman Federation, Thailand
Student Federation of Thailand
Committee for Natural and Environmental Conservation 16
Educational Institute, Thailand
Assembly of Isaan Farmer, Thailand
Assembly of Cassava Planter Thailand
Assembly of Indigenous People, Thailand

Assembly of the Poor, Thailand
Assembly of Moon River Basin, Thailand
Group for Save Wand River, Thailand
Nam Ping River Community Forest Network, Thailand
Love Muang Nan Group, Thailand
Assembly of Northern Community Forest, Thailand
NGO-Coordinating Committee for Development (NGO-
COD), Thailand
Freedom from Debt Coalition, Philippines
Cordillera People's Alliance, Philippines
Focus on the Global South, Thailand
Focus on the Global South - India Programme
Fukuoka NGO Forum on the ADB, Japan
AID/WATCH, Australia
Creed Alliance, Pakistan
Global Justice Coalition, Australia
NGO Forum on the ADB (International Committee)
Non-Timber Forestry Project, Cambodia
Oxfam America
Oxfam Community Aid Abroad-Australia
International Rivers Network, USA
Asia Pacific Movement on Debt and Development ( Jubilee
South AP)
Environmental Foundation Ltd., Sri Lanka
ODA Reform Network, Japan
Mekong Watch, Japan
NGO Forum on Cambodia
PADETC, Lao PDR
ACTION AID, UK
Green Movement of Sri Lanka
Shelly Rao, Fiji
SUNGI Development Foundation, Pakistan
Youth for Unity and Voluntary Action (YUVA), India
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Performance Ratings

The Operations Evaluation Department (OED) is the evaluation arm of the Asian Development Bank (ADB)
tasked with auditing and rating the performance of ADB projects, programs, portfolio, policies, and procedures. The eval-
uation function at ADB was initiated in 1978 and the office was elevated to a full department in 2001 (OED was pre-
viously called the Post-Evaluation Office and the Operations Evaluation Office, but is referred to as OED – or ADB
auditors – throughout this report).

Approximately 40 percent of completed ADB projects and all of ADB programs in each borrowing country are eval-
uated or audited by OED. ADB projects or programs that were reviewed by OED before 2000 were rated as follows:1

In 2000, ADB approved revised criteria for rating project performance in an effort to harmonize its evaluation stan-
dards with other multilateral development banks, such as the World Bank. The new overall performance rating is calcu-
lated based on weighted ratings of five criteria: relevance (20 percent), efficacy (25 percent), efficiency (20 percent), sus-
tainability (20 percent), and institutional development and other impacts (15 percent). Following are descriptions of the
revised ratings that emerged from the five criteria:2

Sustainability

In an assessment of multilateral development finance in 2000, the bipartisan U.S. Congressional International
Financial Institution Advisory Commission (the Meltzer Commission) found that project sustainability determines
whether or not a project provides lasting, long-term economic and social benefits. The Meltzer Commission considered
the lack of project sustainability to be synonymous with project failure.

Appendix B:
The Asian Development Bank’s Operations Evaluation Department
and Project Rating System

Generally successful - the project "is expected to be economically viable or can generate socioeconomic benefits
commensurate with original expectations and/or costs incurred."
Partly successful - "the benefits of a project or program are believed to be sustainable at reduced levels, with rea-
sonable prospects for improvement when remedial actions are taken."
Unsuccessful - "a project or program that is not technically or economically viable."

Highly successful - for projects "with achievements exceeding expectations and having a very high probability that
the purpose and goals will be achieved sustainably and efficiently over the project life, that the project has
strong relevance to the [Developing Member Country's] and ADB's objectives, and there are no significant
unintended negative impacts."
Successful - a project where "there is no major shortfall, and the expected purpose and goals will be mostly
achieved sustainably over most of the expected economic life. The negative impacts are small in relation to the
gains."
Partly successful - a project for which "the evaluation anticipates a significant shortfall in achieving its purpose
and goals, and may consider full sustainability unlikely, it expects that some components will achieve major ben-
efits."
Unsuccessful - the project is a "technical and economic failure in the sense that it expects the facilities to operate
at a low level of installed capacity, if at all, or with high costs requiring a large subsidy. There may be many
negative impacts, and efficiency is very low."

1 Project rating descriptions from Asian Development Bank Operations Evaluation Office. “Report of the President to the Board of Directors on
1999 Evaluation Activities and the Twenty-Second Annual Review of Evaluation Operations.” July 2000, p. 4.
2 Project rating descriptions from Asian Development Bank. Operations Evaluation Department. “Annual Review of Evaluation Activities in
2000.” June 2001, p. 9.
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ADB defines sustainability as “the likelihood that human, institutional, and financial resources are sufficient to sup-
port the continuous achievement of the project results and benefits over the economic life of the project.”3 In OED’s
1999 report on evaluation activities, the sustainability of projects – even those rated successful – was questioned and
“found wanting:”

3 Asian Development Bank Operations Evaluation Office. “Guidelines for the Preparation of Project Performance Audit Reports.” September
2000, page 11.
4 Asian Development Bank. Operations Evaluation Office. “Report of the President to the Board of Directors on 1999 Evaluation Activities and
the Twenty-Second Annual Review of Evaluation Operations.” July 2000, p. 27.

More than half of the [Project Performance Audit Reports], [Technical Assistance (TA)] performance audit
reports, and reevaluation studies from 1999 discuss sustainability issues. While it is to be expected that the
three unsuccessful projects…would be questioned on the grounds of sustainability, half of the generally suc-
cessful projects and several of the generally successful [Technical Assistance projects] were as well. These
projects, programs and TAs covered practically all sectors - agriculture and natural resources, physical infrastruc-
ture, social infrastructure - and a range of countries in all four country groups.4
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Indonesia - Third Local Roads Project

Projects in bold text are described in this report. The *
symbol denotes projects for which excerpts of audit docu-
ments are provided in this Appendix.1 All data in this sam-
ple are taken directly from recent ADB audit reports
announced to the public via the ADB website:
www.adb.org. Please note that the ADB has changed the
contents of its website several times since this research was
initiated – at times greatly reducing the availability of
information, at times expanding the availability of infor-
mation. Excerpts from all of the project documents on the
list will be provided in an upcoming, more detailed report
on Indonesia.

Successful/Generally Successful:
Third Local Roads Project*: ADB loan of $151 million;
evaluated in 2002.
Tenth and Eleventh Road (Sector) Projects: ADB loan of
$50 million; evaluated in 2002.
Second IKK Water Supply Sector Project: ADB loan of
$39 million; evaluated  in 2001.
Nusa Tenggara Agricultural Development Project*:
ADB loan of $137.3 million; evaluated in 1999.
Seventh, Eighth, and Ninth Port Projects: ADB loan of
$117.39 million; evaluated in 1999.
Evaluation of Water Supply and Sanitation Projects: ADB
loan of $331.6 million; evaluated in 1999.
Geological and Mineral Survey Project: ADB loan of
$46 million; evaluated in 1992.

Partly Successful:
Marine Science Education Project*: ADB loan of $73.3
million; evaluated in 2000.
Second Land Resource Evaluation and Planning
Project: ADB loan of $53.4 million; evaluated in 2002.
Food Crop Sector Program*: ADB loan of $250 million;
evaluated in 1997.
Health and Population Project: ADB loan of $38.4 mil-
lion; evaluated in 1997.
Bali Irrigation Sector Project*: ADB loan of $25.5 mil-
lion; evaluated in 1997.
Land Resource Evaluation Project: ADB loan of $22.2
million; re-evaluated in 1997.
Irrigation Package Project: ADB loan of $81.2 million;
evaluated in 1996.

South Kalimantan Livestock Development Project:
ADB loan of $14.2 million; re-evaluated in 1996.
Palm Oil Processing and Smallholder Development
Project: ADB loan of $19.4 million; evaluated in 1990.
Baturaja Cement Project: ADB loan of $51.5 million; eval-
uated in 1990.
Indonesian Development Bank Project: ADB loan of
$30 million; evaluated in 1986.
Sawit Sebarang Oil Palm Estate Project: ADB loan of
$2.4 million; evaluated in 1976.

Unsuccessful:
Fisheries Infrastructure Project: ADB loan of $40.84
million; evaluated in 1999.
Agro-Industries Credit Project: ADB loan of $29.5 mil-
lion; evaluated in 1996.

Unrated/Unclear/Mixed:
Crisis Management Interventions: ADB loan of $2.8 bil-
lion; evaluated in 2001.
Financial Sector Program: ADB loan of $250 million;
evaluated in 1993. (No rating since “an evaluable design
framework was not provided at approval” and “targets were
not set at approval.”)

Appendix C:
Excerpts from OED Project Performance Audit Reports for Indonesia

Cost: $151 million in ADB loans
ADB Rating: Successful
ADB Goals: “Under the Fifth Five-Year Development
Plan (Repelita V for FY1990 through FY1994), the
Government of Indonesia gave priority to maintaining the
existing national, provincial and district road network
rather than expanding it. Approved by ADB in May 1993
for $200 million, to address the strategic goal for kabupat-
en road improvement set forth in Repelita V.” (p. iv)

“SUCCESSFUL” PROJECTS

1 All of the projects on this list are featured in an upcoming in-depth report on the ADB and Indonesia. This report will also feature excerpts from
the original audit documents for each of the projects on the list.

Third Local Roads Project, Project Performance
Audit Report, December 2002
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Sustainability
“Sustainability of the Project is highly dependent upon the
maintenance and preservation of the road network assets.
Negligent maintenance practices will reduce the duration
of positive impacts resulting from project improvements.
Current maintenance expenditures are insufficient to
accommodate necessary maintenance demands. The reduc-
tion in expenditure on kabupaten roads in real terms since
the mid-1990s, the inadequate maintenance performance,
and the uncertainties resulting from changes in the system
of government instituted in FY2000 adversely affect proj-
ect sustainability.” (p. 11)

“Most of the roads are currently in good or fair condition,
but questions remain regarding the long-term sustainabili-
ty of the Project. The maintenance applied to the subpro-
jects has not always been adequate or has been delayed. The
failure to include side drains will undoubtedly add to the
road maintenance demands. Without proper maintenance,
it is likely that many of the improved road links will dete-
riorate and perhaps fail well short of their design life. …
Overall, the sustainability is assessed as less likely for the
Project.” (p. 15)

Efficacy
“The physical targets for road improvement and rehabilita-
tion were largely achieved and completed as scheduled. The
facilities and equipment intended to improve maintenance
capability were provided but their usefulness was mixed.
Road link substitutions, accounting for about half the road
rehabilitation and improvement subprojects, likely
improved overall project performance. Project management
by DGH should have been more proactive and communi-
cation with DPUK personnel stronger. Due to the differ-
ent types of materials used and surfacing applied, the qual-
ity of the road works was not consistent. The expected
improvement in kabupaten maintenance performance was
not realized; none of the covenants pertaining to kabupat-
en maintenance targets was complied with. Since the proj-
ect purpose was not fully achieved, the Project is assessed
as less efficacious in meeting its stated objectives.” (p. 15)

Efficiency
“Although road improvement and rehabilitation was com-
pleted as scheduled, a loan extension was required for the
target length of periodic maintenance to be approached. At
52%, the overall EIRR estimated from the sample of subpro-
jects surveyed is very high. Although four of the surveyed
links are below the cut-off rate of 12%, with one being neg-

ative, most are significantly higher. The maintenance equip-
ment provided proved to be of variable quality and useful-
ness. Overall, the Project is assessed as efficient.” (p. 15)

Equipment and Road Maintenance
“The significant benefits gained from road improvements
are rapidly lost without proper road maintenance. High
quality civil works at construction are essential, but
improved maintenance practices are also necessary to pro-
tect the investment in the network and to sustain the ben-
efits gained through the improved road surface. In future
road improvement projects, executing agencies should have
administrative authority over the agencies responsible for
implementing the works.” (p. vi)

“Some equipment routinely broke after only a few years of
use and remains idle; others are still operating well. Proper
maintenance has been difficult due to the inability to
obtain replacement parts. When equipment is not needed
by the DPUKs, it is available for hire by local contractors.
In general, the equipment provided addressed the DPUK’s
needs for assisting with routine maintenance operations,
but the lack of replacement parts threatens its useful life.”
(p. 4)

“The overall performance of the road works subprojects, by
far the largest component of the Project, has been good. …
The OEM’s surveys of a random sample of 30 subprojects
in the four provinces included in the Project showed that
the majority of the road sections are in good or fair condi-
tion and carrying a traffic volume upwards of 200 four-
wheel vehicles a day (Appendix 3). …Given that a total of
approximately 1,800 separate subprojects were involved,
there is a wide range in the outcome of individual subpro-
jects. A number of cases of complete failure of the road sur-
face were noted. In Kabupaten Demak in Central Java, all
four links inspected by the OEM had failed. The DPUK
cited vehicle overloading as the cause, but such failures are
common in areas of weak or expansive soils if the design is
not appropriate for the conditions.” (p. 7)

“Emphasis on the upgrading program has diverted funds
away from maintenance of kabupaten roads…. However, as
none of the maintenance-directed covenants was complied
with, the overall maintenance performance was unsatisfac-
tory. The amount of periodic maintenance increased in
FY1997 and FY1998 at the insistence of ADB, but did not
reach the levels required, and dropped in FY1999 after
physical completion of the Project. Road maintenance is
currently carried out in all kabupatens, but the amount allo-
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cated is low and overall performance is not sufficient.” (p. 8)
“Most of the asphalt sprayers had broken several years ago
and are not in use. Almost all the vehicles, trucks and pick-
ups are still in operation. Other equipment items, such as
the pan mixers, were of little use as they were not necessary
for typical routine maintenance applications. Much of the
other equipment (rollers, compressors, grass cutters, mix-
ers) is in use, but a good proportion is idle or broken.
Difficulty in obtaining spare parts is a major obstacle for
the proper upkeep of equipment.” (p. 9)

“The postconstruction monitoring carried out by the core
team consultants showed that 35% of penmac surfaces had
severe defects within 3 years; all of these roads were likely
to soon be in poor condition unless effective maintenance
was applied. Although 24% of hot mix surfaces also
showed defects within 3 years, these were almost entirely
restricted to cracking. None of these roads was considered
likely to deteriorate to worse than fair condition. On near-
ly 10% of the roads, alternate surface types were applied,
and these also developed defects. Nearly half of the roads
using lasbutag, a cold mix of natural asphalt from Sulawesi
and fine aggregate, showed significant defects early.” (p. 9)

Contractors/Consultants
“Approximately 1,800 civil works contracts were awarded,
the majority going to smaller contractors who did not own
their construction equipment…. Equipment provided for
routine maintenance operations performed with mixed
results and suffered from a lack of replacement parts.” (p.
iv) 

“Three teams of consultants were engaged during imple-
mentation: a core team and two field teams. In total, almost
500 person-months of international consultants and over
10,000 person-months of domestic consultants were used.
The overall performance of the consultants was considered
to be satisfactory. However, the introduction of more tech-
nical improvements and greater technology transfer could
have been expected from such large teams. In terms of road
design, there was inadequate drainage provided on some
roads, road failures in areas of expansive soils could have
been reduced by better design, and there could have been
more use of hot mix surfacing rather than the traditional
penmac. The consultants had the responsibility to advise,
but no authority to make changes if their advice was not
followed. The preparation of future projects should include
the establishment of appropriate design standards.” (p. 17)

“The DPUKs and the heads of the kabupaten govern-
ments, often failed to consider or implement the consult-
ants’ recommendations, such as installing side drains along
road improvements. Instead, the funds to build drains were
used to further extend the length of improved road surfac-
ing. Inadequate drainage accelerates road deterioration,
particularly for penetration macadam (penmac) surfaces,
compounding the already high maintenance burden. The
decision to not include proper road drainage likely reduced
sustainability of the improved road links.” (p. 6)

“The training and technical advice provided by the consult-
ants did improve the DPUKs’ capacity to conduct quality
construction monitoring and implementation. Technical
expertise in road design and project supervision was
enhanced, but the effect has been diminished by frequent
transfer of DPUK personnel. Although some gains were
achieved in economic planning and evaluation, the consult-
ants were unable to improve DPUK capacity for proper
road network management and program planning as envis-
aged.” (p. 9)

Government Performance and Compliance with 
Loan Covenants
“While the overall performance of the government agen-
cies involved with project administration and implementa-
tion was generally satisfactory, measures intended to
improve maintenance capacity and expenditures were
unsuccessful. Benefit monitoring and evaluation was spo-
radic and insufficient.” (p. v)  

“The last disbursement was made in November 1998, but
the loan account remained open until May 2000 due to
delays in Government refunding of the unused balance in
the imprest account. The devaluation of the rupiah in early
1998 had little impact on the project cost.” (p. v) 

“At project completion, full compliance was achieved for 13
of the 32 covenants; partial compliance was achieved for
another 13 covenants. The remaining 6 covenants, prima-
rily focused on improving the maintenance expenditures
and capacity of the kabupatens, were not complied with.
Ensuring adequate funding and enhancing operational
capacity for maintaining the road network at the kabupat-
en level was an important objective of the Project, but the
expected improvements in maintenance practices were not
realized and the overall maintenance performance was
unsatisfactory. While road maintenance is currently carried
out in all kabupatens, the amounts allocated are not suffi-
cient.” (p. v)
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“The PCR noted that none of the loan covenants directed
towards increasing kabupaten maintenance funding levels
were complied with and, as such, expected improvements
in maintenance practices were not realized. Poor commu-
nication between DGH and the DPUKs resulted in mis-
understandings about the covenanted maintenance
requirements. Other difficulties associated with the com-
plicated project administration arrangements within the
Government, such as the inability of DGH to exercise
authority over the DPUKs, were mentioned. The PCR
included several relevant recommendations to help miti-
gate these problems and improve implementation of future
road sector projects. Particular emphasis was given to the
need to enhance maintenance capacity and expenditures.
However, no progress has been made towards achieving the
maintenance funding levels specified in the covenants since
then.” (p. 3) 

“Achievement of Development Impacts:”
Socioeconomic Impact
“The individual subprojects were usually very short, aver-
aging about 5 km in length, with very few more than 10 km
long. In almost all cases, the roads involved had already
been open to motorized traffic. As in most road projects,
the main beneficiaries would have been vehicle operators
realizing VOC savings. In rural areas of Indonesia, there
are few privately owned vehicles, with the exception of
motorcycles, so VOC savings are only passed on if passen-
ger fares and freight rates are reduced. Most roads are used
intensively for passenger transport by local residents and, as
such, they benefit directly from faster, more frequent, and
more comfortable journeys.” (p. 13)

Environmental and Social Impacts
“Although kabupaten roads are essentially rural roads, the
high population density in the project area means that most
pass through populated areas. In some cases, roads passing
through villages have been widened to the maximum width
possible within the existing right-of-way, without regard to
the impact on pedestrians or residents. It appears that little
or no consideration was given to realigning or relocating
roads that pass through populated areas. Although vehicle
speeds are generally low on kabupaten roads, there are few
effective restrictions in populated areas and there is an
increased potential for conflicts between different road
users where roads pass through villages and upgrading has
increased the speed of motorized traffic. Road width
restrictors were installed at key locations on several of the
surveyed road links, but in most cases, some of the restric-
tors had been removed to allow continued passage of larg-
er, heavier vehicles.” (p. 13,14)

Impact on Institutions and Policy
“The Project was essentially implemented within the sys-
tem and institutional arrangements for kabupaten road
projects in effect at that time. These were not particularly
efficient, the main problem being that central government
control of the kabupaten road sector was split between
DGH, MOH, BAPPENAS and MOF, with no clear divi-
sions between the authority of these organizations, the
provincial governors and the heads of kabupaten govern-
ments. It was not possible to change the structure for man-
aging the road sector without changing the whole structure
of government. The difficulties noted in the PCR concern-
ing implementing the Project were also experienced in the
World Bank’s Second Rural Roads Project, and three sub-
sequent World Bank projects in the sector. Eventually,
major changes did take place, but it is too soon to deter-
mine if they will be beneficial.” (p. 14)

“Lessons Identified”
“The economic impact of road works is short lived if rou-
tine maintenance is delayed or poor. High-quality civil
works at initial implementation are essential, but follow-on
routine maintenance is necessary to sustain the benefits
gained through the improved road surface.” (p. 17)

“The capacity of the executing agency and its relationship
with the implementing agency is a crucial factor in ensur-
ing that the project is implemented as planned. There
should be some chain of authority between the two that
makes the latter accountable to the former. Ensuring
accountability to a central body is essential in a decentral-
ized administrative structure, as that in Indonesia, especial-
ly if the implementing agency is a local government unit.”
(p. 17)

“The provision of equipment is a necessary but not the sole
condition sufficient for strengthening the capabilities of
implementing agencies to plan and undertake road works.
More importantly, in project design, ADB should ensure
that there is an enabling environment for the implement-
ing agencies to plan and undertake such works. While they
may be technically capable and proper equipment would
provide them with the necessary tools, the political climate
and the administrative structure need to be conducive as
well.” (p. 17)
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“…Benefits have occurred as higher farm household
incomes, improved housing and nutrition standards,
improved availability of better health and education servic-
es, and generally higher standards of living.” (p. i)

Resettlement
“About 4,800 people or 1,125 families (compared to the
Project Completion Report estimate of only 407 families)
are reported to have resettled from two areas impounded by
the Pengga dam in Western Nusa Tenggara and
Kambaniru weir in Eastern Nusa Tenggara. Evaluation of
these resettlement schemes is difficult due to a lack of doc-
umentation.…Little representative information could be
gathered on the resettlement process and its impact on
livelihood and living standards.” (p. 10)

“Interviews with local project staff revealed there was no
organized monitoring of the extent and the manner in
which the resettlement plan was implemented. Impacts
were not recorded or assessed making evaluation difficult.”
(Appendix 4, p. 1)

Lack of Sustainability, Rapid Deterioration of 
Project Infrastructure, Lack of “Ownership” by 
Government, Farmers
“A review is recommended of the approach used for quick-
yielding rehabilitation projects with low unit costs, which,
despite high economic returns, often experience low sus-
tainability, deteriorate quickly, and require another round
of rehabilitation within a few years.” (p. iv)

“Rapid crop intensification within the irrigation schemes
occurred against a background of lack of budgetary support
for an Efficient Operation and Maintenance (EOM)
scheme and provision of support services minimal progress
in transferring system management responsibility to water
users associations use of technical solutions to overcome
mostly institutional and management weaknesses, and
weaknesses in the institutional capacities of the [six]
Executing Agencies [government ministries].

While the present lack of budgetary provision for
maintaining facilities can be attributed to the impact of the
financial crisis…little commitment existed even before the
crisis to maintain recurrent funding requirements. The
effects of a lack of budgetary support, particularly for effi-
cient operation and maintenance, have been observed in
the irrigation schemes experiencing declining cropping
intensities due to restricted water availability resulting from
a lack of effective canal maintenance lack of effective deliv-
ery of appropriate agricultural extension services; degrada-
tion of project forestry achievements, which have caused
increasing siltation problems in irrigation schemes and
reservoirs; and inability of farmers to take over some of the
needed support services and be fully accountable for small
irrigation systems the institutional capacity building activ-
ities of the project were not very effective, resulting in less
than adequate coordination between Executing Agencies.
Activities under the agricultural development component
were inappropriate and added substantial recurrent costs
that the Executing Agencies could not meet
These findings raise concerns about the Project’s sustain-
ability. Irrigated areas are expected to further decline in the
next few years, and the incremental benefits currently gen-
erated would be difficult to maintain.” (p. i)

Overruns
Project was more than one year late. (p. iv)

37 percent increase in international consultant’s fees
(increase of $3.44 million). (p. 4)

Farmer Participation
“There was little evidence of farmer participation during
implementation. Prior to the start of construction, farmers
in the area to be developed were consulted but simply to
inform them of the proposed construction works.” PAGE?

“During OEM [Operations Evaluation and Management]
visits to the schemes, there were no reports of farmers
being consulted during the design stage.” PAGE?

“In Eastern Nusa Tenggara, little evidence exists of farmers
gaining employment during the construction period. This
appeared to be due to cultural factors and was reflected in
the general difficulties that government officials experience
in relating to and communicating with the rural popula-
tion. During the OEM, provincial-based staff members,
many of whom are migrants to the area often described
East Nusa Tenggara farmers as being uncooperative and
lacking initiative.” (p. 3)

Cost: $137.4 million ADB loan
ADB Rating: Generally Successful
ADB Goals: The Project’s primary objective was to
increase crop production and farm incomes through
improved irrigation facilities and direct involvement of
farmers.

Nusa Tenggara Agricultural Development Project,
Project Performance Audit Report, December 1999
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“A further constraint was identified in Eastern Nusa
Tenggara where the OEM experienced difficulties in com-
municating with farmers. Many of the government staff
members at the provincial level are migrants and are not
fluent in the local dialects. This renders their task of con-
sulting with farmers difficult and often requires them to
rely on interpreters. This situation has not been conducive
to effective working relationships with the local communi-
ties in irrigation systems.” PAGE?

“Some farmers mentioned shortages of quality seed … The
seed farm established through the Project in E. Nusa
Tenggara is producing less than 5% of its potential because
of a lack of funding and water supply over most of the
farm.” (p. 6)

300 Percent Tax Increase
“Farmers reported that tax rates (PBB) have increased by
up to 300 percent. These higher rates of taxation should
have generated additional revenue for local governments to
provide better maintenance budgets for the systems; how-
ever, this is not the case.” (p. 3)

Lack of Data Makes Management Impossible
“The OEM was hampered by difficulties in obtaining
access to reliable data, which is a serious indictment of the
management information systems (MIS) developed by the
agencies. The lack of reliable information renders the tasks
of effectively managing the irrigation schemes and provid-
ing support services almost impossible.” (p. 7)

“to assist the Government in achieving an optimal utiliza-
tion of living marine resources in Indonesia under sus-
tained yield conditions.” (p. 2)

“Where the Project did not meet appraisal expectations is
in its ultimate product – human resources in Marine
Science Education. …Officials at the universities reported
that, on average, roughly half of the graduates find jobs in
marine sciences or related fields where a science back-
ground is useful (e.g. drug company sales); the other half
are unemployed or work in unrelated fields.” (p. 8)

“An area where project implementation was deficient was
monitoring and evaluation. …Record keeping also seems
to have been abandoned, as at some universities, the OEM
could not obtain even basic data such as the names of fel-
lows and the overseas universities they attended.” (p. 8)

Program Sustainability
“Sustainability refers to the capacity of project assets to
remain intact and to continue to generate benefits in the
longer term. The observed and reported outcomes clear-
ly show that neither project design nor project imple-
mentation gave sufficient attention to this matter. The
evidence is in the visible degradation of physical assets;
low utilization of equipment, books, and vessels; lack of
attention to continuing professional development; and
unsatisfactory management and coordination at the local
and national levels. The [ADB’s] Appraisal Report gives
little specific attention to sustainability other than
expressing the hope that the whole population will bene-
fit from the Marine Science Education Project and that
there will be long-term development. …There is no evi-
dence at any stage of any planning for sustainability…”
(p. 13)

Institutional Development
“However, the OEM has several reservations regarding
institutional development. One is the high incidence of
absences of students, faculty, and even administrators, par-
ticularly at IPB [university]. Related to that is the under-
use – sometimes admitted, sometimes merely observed – of
civil works, equipment, books, and vessels. No active
experiments were observed at IPB and the University of
Riau (UNRI). At only two universities (Diponegoro
University (UNDIP) and UNSRAT) were any students
seen in the library. Only at UNDIP were students
observed working at the marine station. Faculty offices
were generally devoid of books or other evidence of work
in progress; at UNRI, the condition of the offices indicat-
ed they had not been used for many months at least. Some
of the research vessels are reportedly used as few as 45 days
per year.” (p. 9)

Cost: $73.3 million in ADB loans
ADB Rating: Partly Successful
ADB Goals: “The Marine Sciences Education Project was
formulated to diversify the economy away from oil prod-
ucts, improve nutrition, and train professional-level human
resources in marine sciences to optimize the utilization of
marine resources under sustainable conditions.” (p. iii)

“PARTLY SUCCESSFUL” PROJECTS

Marine Sciences Education Project, Project
Performance Audit Report, July 2000
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“The Project did not meet expectations in the development
of employable human resources. On average, only about
half of the graduates have been able to find jobs in marine
sciences or related fields; the other half are unemployed or
work in unrelated fields. Research output has been variable,
and benefit monitoring and evaluation (BME) deficient.
The Operations Evaluation Mission (OEM) had no suc-
cess at some universities, nor at the Directorate General of
Higher Education, in obtaining basic data.” (p. iii)

Effect on Local Communities
“The extent to which the MSEP is having an effect on
local communities is poorly understood due to the lack of
Benefit Monitoring and Evaluation surveys, but it seems to
be marginal.” (p. 10)

Gender and Development
“The interests and role of women were not taken into
account in this Project in a planned way. The OEM found
no evidence that women’s issues were addressed in project
design. …The only two women fellowship recipients the
OEM met were suppressed in the group interview by their
male counterparts, who spoke for them. “ (p. 11)

Environmental Impacts
“As with other elements of the Project, the OEM was
unable to identify any coordinated activity among institu-
tions or any strategic plan to address environmental matters
at either the local or national level.” (p. 11)

Other
“Significantly more fellowships and consultant inputs were
provided than specified, and research funds were provided
in excess of the target. Civil works, furniture, and equip-
ment were provided essentially as designed but with some
buildings being poorly constructed and even dangerous.
Vessels and vehicles may have all been procured but some
have been lost to the project.” (p. iii)

“At some universities, the OEM found a high incidence of
absence of students, faculty, and administrators, and serious
underutilization and deterioration of civil works, equip-
ment, books and vessels. …Very little research was ongo-
ing and libraries were often devoid of users. The OEM did
not see much evidence of a fertile academic atmosphere
promoting significant research and excellence in teaching.
Returned fellows occupied generally the same positions
and did basically the same work as before their advanced
studies. ...Employment generated by the Project has been
marginal, and the hoped-for modernization of marine
industries is not occurring. The Project’s effects on gender

and development have been minimal. While the Project
Completion Report made recommendations to ensure
project benefits, the OEM could find little evidence that
they had been heeded.” (p. iv)

“The Project Completion Report is well prepared but does
not mention any deterioration and underutilization of proj-
ect facilities, which was observed only two years later by the
Operations Evaluation Mission. … The Project
Completion Report also postulates spin-off effects of the
Marine Science Education Project: higher yields of marine
resources, their effective management and conservation,
concomitant additional revenues, and improved nutrition –
none of which are obvious, especially in the absence of
effective benefit monitoring and evaluation (BME).” (p. 2)

“The consultant services component utilized 52 more per-
son months than envisioned at [project] appraisal.” (p. 6)

“A report prepared for the OEM by Hassinudin University
has three different figures for the same parameter, but at
least Hassinudin University made a report. Other universi-
ties could not readily produce basic data on Marine Science
Education Project enrollments, graduates, fellows, etc. Nor
could the Directorate General of Higher Education pro-
duce requested data.” (p. 6)

“Many facilities are in dire need of maintenance…[which]
raises concern about the prequalification, selection, and
supervision of contractors.” (p. 7)

“Some vehicles were reportedly never delivered to the uni-
versities; at least one was apparently delivered and then
taken back to Jakarta. The OEM boarded and witnessed
the start-up of several research vessels and saw them to be
shipshape. Other vehicles and vessels were not available
for inspection, raising questions about their whereabouts.
Somme vessels the OEM saw were in very poor shape,
pointing to neglect and misuse.” (p. 7-8)
“The one asset expected to be in poorer condition (due to
use) – the books – turned out to be in excellent condition
(presumably due to nonuse) in most cases.” (p. 11)

“A major result of the Project was intended to be research
output … Production quality [of research articles] varies
from fairly sophisticated to abysmal.” (p. 8)

Failure to Comply with Loan Covenants
“Failure to comply with several loan covenants, viz., those
on midterm review, benefit monitoring and evaluation, and
private sector involvement, hurt the project. While its rel-
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evance was high and its efficacy satisfactory, in terms of
efficiency and sustainability of project benefits and the
extent to which its major purposes and goals have been
achieved, the OEM has reservations and thus rates the
Project as partly successful.” (p. iv)

Conclusions
“The Project was highly relevant to Indonesia, which has
huge marine resources.” (p. 14)

“The efficacy of the project components in reaching proj-
ect goals and objectives was satisfactory.” (p. 14)

“The efficiency of the Project was lower than desired.
…Furthermore ADB supervision countenanced the omis-
sion of the midterm review, which had important ramifica-
tions on efficiency.” (p. 15)

“In terms of sustainability of project benefits, the MSEP
exhibits some serious limitations.” (p. 15)

“The Marine Science Education Program has had success-
es and produced benefits and thus has had positive impacts.
However, this must be qualified by negative aspects: the
poor condition of some of the equipment and vessels;
underutilization of books, equipment, and many buildings;
absence of meaningful Benefit Monitoring and Evaluation,
destruction of the Hila Field Station; closing of
UNPATTI’s main campus; nonfunctionality of the
Likupang Field Station, Inactivity at IBP [university];
deterioration of the Barang Lompo Field Station; almost
universal absence of a fertile academic atmosphere; diffi-
culty of graduates in finding relevant employment; lack of
coordination among project universities and staffs; failure
of overseas training to make a meaningful change in the
fellow’s roles; uneven quality of research; meager interface
with the private sector; and failure to have an effect on the
use of marine resources, nutrition, or the economy. For
these reasons the OEM rates the Project partly successful.”
(p. 15)

“The analysis of compliance with loan covenants suggests
some failure in the performance of both the Borrower and
the ADB. These failures indicate the necessity to ensure
the midterm review is accomplished as required; proper
BME is performed as designed; meaningful private sector
involvement occurs; and rigorous evaluation techniques are
implemented at project completion and include, as a mini-
mum, full inspection of all project sites and associated field
stations. Specific guidelines are extant for the responsibili-
ty of review missions to ensure compliance with loan

covenants, including consultation with the Office of the
General Counsel.” (p. 16)

“The overall impact of the Program Loan is not clear.
Formulation of the Loan did not include the identification
of specific performance indicators against which the Loan’s
impact as a whole should be assessed” (p. 6)

“[The Loan] was based on [the Indonesian government’s]
Five Year Plan V which had the broad objective of provid-
ing new growth in the food crop sector, while simultane-
ously emphasizing the development of the sector as a
means of poverty alleviation and improvement of regional
and distributional equity. … [including the “themes of
deregulation, diversification of production, and expansion
of agribusiness” (p. 7)] [P]overty has declined faster in
urban areas than in rural areas, and distribution of income
is more uneven than before. It is not possible to determine
how much of this is directly attributable to the reforms
under the Program Loan.” (p. 6)

“The principal lesson learned is the importance of prepar-
ing a detailed and sound analysis of the sector as a basis for
formulating policy reforms....A major weakness was the
lack of performance indicators against which the impact of
the reform program as a whole should be assessed.” (p. 6)

“[O]ver the Program period, substantial progress was made
in reducing credit and fertilizer subsidies in the food crop
sector.” (p. 9)

“The Bank’s performance in monitoring the implementa-
tion of specific policy measures and sustaining the policy
dialogue was week …The Bank was meant to assess the
impact of trend variables over the medium term, including

Costs: $250 million in ADB loans
ADB Rating: Partly Successful
ADB Goals: “The Program was based on the [Indonesian
Government’s] five-year development plan and consisted
of policy reforms, institutional measures, and investment
activities, with the overall objective of enhancing resource
efficiency and productivity and bringing about renewed
growth momentum to the food crop sector with reduced
budget resources.” (p. 5)

Food Crop Sector Program, Project Performance
Audit Report, December 1997
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many details of the fertilizer sector and its usage, of crop
production and farm incomes, credit, interest rates, irriga-
tion fees, etc. This has not been done in a systematic and
analytical manner. ... One major omission, however, was
the lack of analysis of the impact of reducing fertilizer sub-
sidies and removing the remaining subsidy. … the Program
did not provide the basis for measuring its impact on the
economy, nor did it explicitly identify beneficiaries.” (p. 16)

“The loan documents did not provide performance indica-
tors against which Program impact could be assessed … no
identification of beneficiaries was attempted and thus no
basis was provided for measuring impact on beneficiaries.”
(p. 9)

“Procurement under the loans was carried out in accor-
dance with procedures stipulated in the loan agreements
and applied against a broad range of eligible imports
directly or indirectly related to the food crop sector. … The
major items procured [included] textile raw materials such
as cotton, yarn, acrylicfibres (16 percent [of procurement
costs]). … It thus appears that the definition of indirect
relationship to the food crop sector was rather loosely
applied, with textile raw material procurement being
accepted by the Bank.” (p. 15)

“The External Funds Unit of the Bank of Indonesia was
formally the Executing Agency and was responsible for
withdrawing Loan proceeds. [i.e. $250 million]. This they
did competently, but they had no responsibility or authori-
ty for implementing any of the policy reform measures of
the Loan other than the credit policy reforms noted above.
[6 other agencies shared these responsibilities.] … it is
unclear whether any significant coordination or monitoring
was conducted other than at the time of the two subse-
quent Bank review missions…” (p. 15)

“Under the Technical Assistance, a valuable computerized
database was established, with a well documented and val-
idated set of food crop data for Indonesia. … Since, 1993,
however, the data and models have had little use. … it
seems that the TA database was neither maintained nor
used in the Ministry of Agriculture. … The Technical
Assistance is rated only partly successful due to its unsus-
tained impact.” (p. 16)

Monitoring
“However, while [Bank] review missions focused on the
specific policy reform measures included in the DPL
[Loan document], no performance indicators had been
identified to assess the impact of the Program as a whole,

and thus this was not effectively examined … Counterpart
funds were to be used to finance the local currency cost of
high priority development projects directly or indirectly
related to agriculture, but no specific allocations for proj-
ects or activities were made … [D]iscussions with senior
officials currently in the Ministry of Agriculture revealed
that they were not cognizant of the details of the Loan and
were unaware of the provision concerning allocation of
counterpart funds for agricultural investment.” (p. 18)

“The government should have been required to implement
a monitoring and evaluation system.” (p. 24)

“Some criticism was made during consideration of the
Loan by the Bank’s Board concerning the Loan size and
whether it was commensurate with the scale of the reforms.
…This Loan followed two large Program loans already
provided to Indonesia and these, and the size of the coun-
try program to Indonesia, seem to have influenced the size
of the Loan, rather than the possible costs of the reforms.”

Project Design Flaws
“… designer’s limited understanding of farmer-managed
hill irrigation and of key physical and sociocultural traits
resulted in shortcomings in the Project. Equitable sharing
of water, competing claims on water, and watershed con-
cerns were overlooked in the design of schemes under the
Project.” (p. iii)

“The principle of equity in water distribution was substi-
tuted for that of technical efficiency in Project design, with
adverse consequences for water rights, subak ownership of
the facilities created, and O&M responsibility essential for
sustainable management.” (p. iii)

“The Project attempted, unsuccessfully, to introduce irriga-
tion scheduling, which is a complex and labor-intensive
undertaking suitable for large plantations. This approach
had to be modified in 1986 due to subak opposition and
the inability of the Provincial Irrigation Department to
handle irrigation scheduling due to shortage of staff.”
(p. iii)

Cost: $25.5 million in ADB loan
ADB Rating: Partly Successful
ADB Goals: Increase food production, provide employ-
ment, reduce poverty, strengthen institutional capability

Bali Irrigation Sector Project, Reevaluation Report
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“… creation of common weirs for different subaks without
their consultation and without regard to long-standing
water rights resulted in conflicts among subaks which were
unresolved for a long time.” (p. iii-iv)

“Design deficiencies included (i) substitution of the princi-
ple of equity in water sharing by hydraulic efficiency; (ii)
inappropriate design for hill conditions; (iii) selection of
subprojects on the basis of spreading development
throughout the island rather than on the basis of streams,
with potential conflicts resulting; and (iv) overestimation
of dry-season flows.” (p. 3)

“Traditional flow dividers were replaced by structures that
resulted in gates being blocked by silt and debris and in the
gate openings being submerged by water, which in turn
prevented visual monitoring of water sharing. Canals over-
flowed, breached, and destroyed terraced rice fields.” (p. 3)

“The terms of reference (TOR) for the consultants were
inadequately prepared…. They did not call for an evalua-
tion of the institutions and technology developed by sub-
aks… Investigation should have been made of traditional
technologies used for proportional irrigation distribution
and tunnel design and construction.” (p. 5)

“Project design failed to recognize that most subaks had
already extended paddy cultivation to all available land
where water resources were available.” (p. 6)

“Considerable reconstruction was required in some systems
to restore traditional proportional dividing structures.
These had been replaced by masonry division boxes with
narrow openings that did not maintain distribution accord-
ing to members’ shares and were easily blocked by floating
debris. The special maintenance program restored a num-
ber of the subak-designed dividing weirs. Subak members
were responsible for making some of the changes and
repairs using their own financial resources under coordina-
tion with the Project authorities.” (p. 7)

“… inappropriate designs were used until almost the end of
the Project…. Most of the work required to restore propor-
tional distributions structures… would have been avoided
if the design had been changed earlier.” (p. 7)

“… consultants did not always adapt the technical design
to hill irrigation conditions…. they could have used feed-
back from earlier schemes to improve later ones.” (p. 8)

“… structures for sharing low-flow conditions among
subak along the river were not properly designed, causing
conflict with downstream subaks.” (p. 9)

At the Air Sanih pumping scheme, “at high tide sea water
sometimes enters the collection area at the spring. As a
result, sea water is pumped through the distribution system
and causes damage to salt-sensitive crops.” (p. 9)

“The Project introduced adjustable gates that are not com-
patible with system operation based on the equity princi-
ple. Many of those structures have been replaced, but oth-
ers remain and will need to be changed if the subaks are to
return to full management of the systems or pay irrigation
service fees.” (p. 17)  

Another “major design flaw” was “the assumption that the
technical irrigation systems would improve efficiency as
compared to traditional equity-based systems that had
stood the test of time, without regard to realities on the
ground.” (p. 19)

Other Project Shortcomings
“Training was ineffective. The hydrometeorological facili-
ties have not been used effectively…. Project coordination
was insufficient…” (p. 3)

“The project did not provide adequate beneficiary partici-
pation.” (p. 3)

“The 150 ha cut-off criterion for selecting subprojects
under the sector loan was too high for a mountainous area.
It excluded many of the poorest subaks.” (p. 6)

“… the Project did not recognize the complexity of long-
standing water rights negotiated among subaks…” (p. 9)

Social Impacts
“The social cohesiveness of subaks had declined, and a
dependency syndrome had developed.” (p. 4)

“Water temples and rituals associated with the subaks are
extremely important in unifying the community of irriga-
tors.… Government intervention to improve irrigation
since the pre-independence period has steadily eroded the
influence and authority of the temple system. By not tak-
ing into account the socioreligious side of subak irrigation,
the Project contributed to this decline…. The water temple
system is not about to collapse, but it has been weakened by
the Project.” (p. 13)
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Environmental Impacts
“The PPAR [Project Performance Audit Report] recom-
mended that (i) the significant rise in pesticide poisoning
should be checked …” (p. 4)

“Roads constructed under the Project do not appear to
have had an adverse environmental impact. The rock quar-
ry site used to supply rock for the Palasari Dam is now cov-
ered with dense natural vegetation. Environmental moni-
toring does not indicate adverse environmental impact
from fertilizer and pesticide use.” (p. 14)

Operation and Maintenance
“Subak capabilities for operation and maintenance (O&M)
were weakened due to the Project.” (p. iii)

“Upgrading subaks to technical standard required the
Government to take over system operation. Thus, the
Government now subsidizes the O&M undertaken earlier
by the subaks on their own. This is against declared
national policy. Subaks are unwilling to take over O&M
without rebuilding key structures that would restore pro-
portional water distribution.” (p. iv, 11)

“Compliance with O&M covenants was partial because of
inadequate funding and subaks’ resistance…. it was not
clear whether the shift of O&M responsibilities from sub-
aks to the irrigation agency should be enforced.” (p. 4)

“O&M of the weir and main canal was taken over by the
Government, so subaks lacked ownership of the schemes,
which they originally constructed.” (p. 4)

“Some of the schemes under the Project could not be hand-
ed back to the subaks because of technical complexity and
divergence from locally evolved practices.” (p. 4)

“O&M results for this Project run counter to the Bank’s
established policy of transferring O&M responsibilities to
WUAs [water user associations]; interestingly this has hap-
pened in an area where traditionally WUA management
has been sound and sustainable.” (p. 4)

Now farmers “sit back and see what they can receive from
PWRS [the provincial water resources agency] in term of
O&M, but if crops are threatened, and PWRS response is
slow or inadequate, they take over O&M responsibility.”
(p. 11)

“In some subaks, government staff operate the system
down to the tertiary canal level. In other cases, subak lead-
ers are paid a retainer by the local government to carry out
tasks that were the responsibility of the subak in the past.”
(p. 13)

Project Benefits
“Upgraded weirs did not significantly increase water avail-
ability. However, system operation became more reliable at
reduced O&M costs to farmers. The Project has resulted
in increased cropping intensities, planned cropping pat-
terns, and increased yields. It has augmented incomes.
Some farmers are now able to get up to five crops of rice
and one non-rice (palawija) crop every two years. The time
saved from O&M allows them to engage in off-farm
employment.” (p. iv)

“… appraised without-Project yields were too low, so that
with-Project incremental benefits were overestimated.” (p. 3)

“None of the beneficiaries interviewed reported any per-
ceptible gain in output from the Project.” (p. 4)

“In addition to provincial irrigation staff, WMTC [Water
Management Training Center] provides training to subak
chiefs and members. The trainees find it a convenient
forum to air their concerns and draw attention to their
problems.” (p. 8)

“Assistance to subak systems enabled irrigation to be
extended to 406 ha of paddy land as compared with the
planned 5000 ha.” (p. 10)

“The 245 km of rural roads constructed under the Project
helped to intensify the network of roads in the inner areas
of Bali.” (p. 12)

“Subaks … realized a savings in maintenance cost and relief
from the inconvenience of frequent trips to the weir to
make repairs. However, loss of ownership of the weir and
main canal reduces the subaks’ bargaining power with
upstream and downstream subaks over water rights, and in
the long run, weakens the subaks’ management capability.”
(p. 12)

“One major benefit of the Project to farmers was reduced
time for maintaining the traditional subak-built weirs.
This allowed them more time to engage in off-farm
employment, for which there are growing opportunities in
Bali, facilitated by Project roads.” (p. 14)
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The estimated internal rate of return for this project was
25.7% in the initial appraisal; 7% in the post-project
review; and only 5.6% in this reevaluation.

Lessons Learned
“Lessons learned from the Project include the need to (i)
investigate local institutions that Project interventions
expect to modify, and support and strengthen local
resources management systems; (ii) examine water use effi-
ciency on a watershed basis rather than on the basis of indi-
vidual systems; (iii) involve beneficiaries in all stages of the
planning, design, and implementation of projects and their
subprojects, and consider beneficiary ownership an option
for sustainable operation and maintenance.” (p. iv)

“A subak, with its carefully crafted rules, roles, rights, and
responsibilities, is one of the world’s best examples of a
long-enduring, local resource management system.” (p. 1)

“Analyses of entire watersheds show that subak manage-
ment of water resources is effective and efficient. This is
possible because of the strong institutions they have craft-
ed and the supporting role of the water temple system.
Safeguarding subak institutions is the key to effective man-
agement of water resources of irrigation systems.” (p. 17)

“Turning back ownership of the schemes below 500 ha to
the subaks should be done immediately, before the knowl-
edge derived from past management experience entirely
dissipates.” (p. 18)
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The following section presents a representative sample of
completed projects rated “successful” (including “generally
successful” and “highly successful”), “partly successful,” and
“unsuccessful” by the ADB’s OED. Each project descrip-
tion consists of direct quotes from OED’s Project
Performance Audit Reports.

"Successful" Projects:
South Rohri Fresh Groundwater Irrigation Project
Second On Farm Management Project
Balochistan Fisheries Development Project 

"Partly Successful" Projects/Programs:
Chashma Command Area Development Project
Small Dams Project
Agriculture Program Loan
Second Barani Area Development Project

"Unsuccessful" Projects:
Faisalabad Water Supply, Sewerage and Drainage Project
Karachi Urban Development Project 
Fourth Industrial Development Bank of Pakistan Project

Inappropriate Project Design and Policy Coordination
“Short-term Bank recruited staff consultants were field-
ed to update an existing feasibility study. As a result,
inadequate attention was given to studying options to
solve the problems of low crop productivity and land salin-
ization. The consultants and the Bank’s appraisal mission
merely confirmed the findings of the feasibility study….”
(para 19)

“Alternative solutions should have been considered, par-
ticularly since the extent of waterlogging and salinity in the
Project area, although increasing, was more limited than
that in other areas of Sindh, or Pakistan. For example, a
focus on improving the efficiency of surface irrigation
would also have saved water for supplementary irrigation
and slowed the rise in water tables, and could have present-
ed a more cost-effective solution. Also, the Project’s design
did not take into account the new agriculture sector policy
that the Government was finalizing at the time of Project
processing…” (para 20)

“Even more so today, the conceptual framework for irriga-
tion projects in Pakistan needs to be based on criteria of
overall economic efficiency. The goal ought to be the sus-
tainable multisectoral and economic use of land and water
resources, rather than simply agricultural intensifica-
tion….” (para 55)

Lack of Stakeholder Participation and of 
Socioeconomic Studies
“Water user associations (WUAs) were formed under the
Project without active participation from the farmers. As
the contractors considered that hiring labor from outside
the Project area was practical and expedient, members of
WUAs seldom participated in the watercourse construc-
tion activities. This resulted in wasted opportunities for
building effective WUAs…WUAs are currently little func-
tional and unlikely to last over the operational life of the
facilities. An effective training program for [Department of
Agriculture (DOA)] staff and WUAs is as much needed
now as it was at the start of the project.” (para 39)

“Quantitative evidence on the Project’s socioeconomic
impacts is lacking… Large landholders may have benefit-
ed most, as their land is generally better located with

Appendix D:
Excerpts from OED Project Performance Audit Reports for Pakistan

ADB loan: $47 million ($33 million utilized)
Overruns: More than 5 years
2000 ADB Rating: Generally Successful
Project Objective: “The Project was aimed at increasing
agricultural output, farm income, and employment, and
reversing the increasing trend of waterlogging and salin-
ization in 152,000 hectares (ha) of irrigated land in the
lower Indus basin in Sindh Province. The Project was
designed to intensify cropping through conjunctive irriga-
tion by electrically-driven tubewells, rehabilitation of
watercourses, and provision of agricultural support servic-
es.” (para 1)

“SUCCESSFUL” PROJECTS

South Rohri Fresh Groundwater 
Irrigation Project (1979)
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respect to watercourse inlets or tubewells. As a result, and
in spite of the traditional community sharing of water,
water distribution is seldom equitable. Inequitable distri-
bution is reinforced when groups of farmers of various ori-
gins share a common water source. The formation of effec-
tive WUAs under the Project could have alleviated this sit-
uation.” (para 47)

Environmental Impacts
“The Project has reduced waterlogging and soil salinization
through groundwater pumping, and health conditions are
reported to have improved following the rmoval of stag-
nant water in depressions. These benefits could be affect-
ed soon, as monitoring of the groundwater table has been
nearly abandoned for lack of sufficient budget.” (para 50)

“In the Indus plains, all irrigation projects that consume
incremental water reduce the amount of water available
in the lower reaches of the Indus River, notably the Indus
delta and Karachi. The Indus delta is environmentally
important as the spawning ground of fish and shrimps
and as the natural habitat of unique species. Karachi, a
sprawling metropolis, uses vast quantities of water for
urban and industrial purposes…Now that competition
for water is increasing and seasonal shortages become
apparent, it is important to recognize that withdrawal of
water from the Indus River system could have increasingly
adverse impacts in the Indus delta and on economic and
social conditions in Karachi.” (para 51)

Institutional Development Shortcomings
“Unsatisfactory institutional performance during imple-
mentation has been one of the principal shortfalls of the
Project. The Bank’s assessment of institutional capacity
was less than thorough, which was reflected in unsatisfac-
tory Project management and coordination arrangements
that were partly responsible for the Sindh government’s
lack of commitment to the Project….” (para 24)

“The Bank should have played a more decisive role in
improving the situation. It should have facilitated early
appointment of the Project Coordinator and establishment
of the Project Coordination Unit, which took place only in
late 1985….” (para 25)

“The Project did not provide much institutional strength-
ening or capacity building….” (para 37)

“The present status of the Project illustrates the problems
being faced by the irrigation sector in Pakistan.
Deteriorating physical and institutional capacities have

adversely affected the performance of the irrigation sys-
tem….” (para 56)

Conclusions
“The Project was satisfactorily implemented despite long
delays and its agricultural component remaining nearly
unimplemented.…” (para 63)

“On the negative side, the Project is a drain on
Government funds as it is not recovering the costs. It has
also created among farmers a dependency syndrome that
may affect future sustainability…Overall the project is
rated generally successful in achieving its major objectives.”
(para 64)

Flawed Design
“…Provision for proper operation and maintenance
(O&M) should be part of the design. Lack of mainte-
nance of the main drain…has meant that crop output
quickly decreased after the second year of operation, to the
extent that farmers expect little production in the forth-
coming fifth year and believe that the scheme will have
become ineffectual by the seventh or eighth year if the
main drain is not rehabilitated.” (para 10)

“The Project lowered the water level in many [watercours-
es (WCs)]; however, the Project did not consider the
need to ensure that the outlets from minor canals to the
WCs would work properly. In addition, lack of minor
canal maintenance has raised the canal water level through
bed siltation, particularly in head reaches of minor canals.
These changes have substantially increased the flow
through the turnouts and reduced the ability to control the
flow…Without the provision of WC escape or on-farm
drains, the overall outcome in the long term will be a rise
in the groundwater table with consequent waterlogging

ADB loan: $28.5 million ($27.6 million utilized)
Overruns: 18 months
2000 ADB Rating:: Generally Successful
Project Objective: “The overall purpose of the Project in
improving irrigation [watercourse] systems in the
Muzaffargarh, D.G. Khan, Rajanpur, and Leiah districts
of southern Punjab was to increase farm incomes and rural
employment opportunities, and improve the standard of
living of the rural poor through increased agricultural pro-
duction.” (para 3)

Second On-Farm Management Project (1986)



Page 63

Pakistan - Balochistan Fisheries Project

and salinity. These outcomes are particularly evident in
WCs located in the head reaches of distributary canals.
The tail reaches could be receiving less water now than
before the Project.” (para 12)

“The pilot initiative to strengthen [Water User
Associations (WUAs)]… was neither successful nor replic-
able because of design defects. The WUA model cannot
support the current level of activities, nor can it ensure
financial viability once the capital subsidies provided under
the Project cease… .” (para 11)

“The financial performance of the pilot WUAs… is con-
sidered unsustainable and nonviable. Financial internal
rate of return for all the pilot WUAs are negative.”
(para 33)

Lack of Baseline Performance and Benefit 
Monitoring Data
“[Benefit Monitoring and Evaluation (BME)] was carried
out as proposed at appraisal. However, it was deficient in
sample size, representativeness, and scope to allow an
objective assessment of the Project effects and impacts.
This applies especially to socioeconomic and sociocultural
data, which was almost nonexistent for BME. At least in
part, this represents a weakness in the design of the BME
component at appraisal.” (para 9)

“Without baseline or BME data on socioeconomic and
sociocultural conditions…it is not possible to assess con-
ditions in the with- and without-the-Project situations
in an objective or comprehensive manner….” (para 37)

Conclusions
“Construction of the Project facilities was successfully
completed with a moderate delay of 18 months and an
increase in physical accomplishment of 22 percent beyond
the appraisal expectation. Incremental production is high-
er than expected at appraisal and materialized within only
a few seasons. Benefits are high because about three quar-
ters of the incremental area is planted to cotton, which is a
remunerative cash crop that also gives the highest econom-
ic returns. The reevaluated EIRR is of the order of 27 per-
cent. Another positive outcome of the project is the suc-
cessful testing of a pilot on-farm drainage scheme which,
however, is fast deteriorating because of neglect of the
main drainage system. The pilot scheme on WUAs is
conceptually inadequate, and the BME component of
the Project also fared poorly. The on-farm facilities of the
WCs are considered sustainable, based on the incentive of

demonstrated financial benefits to farmers. However, con-
tinuation of these benefits would depend on improved
maintenance of irrigation canals upstream from the
Project. Overall, the project is rated as generally success-
ful.” (para 60)

Disregard for Local Experience in Design 
and Implementation
“In the end, only $0.342 million out of the $10.5 million
available for credit under the Bank loan was utilized. With
the benefit of hindsight, the Project design failed to take
into account the customs and preferences of the fisher-
men and the availability of funds from other sources.”
(para 20).

“…Other factors affecting the use of credit were the high
tax on imported engines and fishing gear, which was not
applicable to purchases made through the fisherman’s
cooperative in Karachi, and a preference for reconditioned
engines and cheaper fishing gear available in the market
rather than buying new replacement engines and fishing
gear.” (para 18)

“…Because local conservation practices bar the catch of
sardines, the construction of fishmeal plants was indefi-
nitely deferred.” (para 3)

ADB loan: $35.5 million
1995 ADB Rating: Generally Successful
Project Objective: “The principal objective of the Project
was to assist the development of marine fisheries in
Balochistan by (i) increasing fish production, (ii) improv-
ing the skills of fisherman and the operating efficiency of
fishing vessels, and (iii) improving the socioeconomic
well-being of fishermen and individuals who would work
in marketing and onshore facilities. The scope of the
Project included the following components (i) the devel-
opment of a fisheries harbor at Pasni…; (ii) a credit line for
the purchase of 700 engines and 1,560 sets of fishing gear;
(iii) a credit line for the construction of marketing and
storage facilities …, the purchase of transportation facili-
ties…, and the construction of two fishmeal plants; (iv)
provision of training, extension, and fellowships; and (v) a
total of 202 person-months of consulting services to assist
with Project design and implementation….” (para 11)

Balochistan Fisheries Development Project (1982)
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“… Although the terms of reference assigned to the harbor
management advisor were appropriate, it appears the con-
sultant appointed was lacking in relevant developing coun-
try experience, suggesting in hindsight that more careful
selection of this appointment was warranted. Overall, the
[postevaluation mission] concurs…that the consultants
performed their services satisfactorily.” (para 22)

“Negligible” Environmental Impacts and “Sizeable”
Socioeconomic Impacts
“…The number of motorized vessels over the Project area
increased from 2,000 to 3,000. The number of large fishing
vessels berthing at Pasni increased from around 20 to 185.”
(para 36)

“Overall, the Project’s environmental impact appears negli-
gible. Erosion of the north shoreline was foreseen as a nat-
ural consequence of the harbor’s design and construction
and not undesirable impact was anticipated. However, ero-
sion has occurred faster and more than expected and could
adversely impact on future harbor operations. While the
[postevaluation mission] was not able to quantify the
impact of waste disposal and oil leaks from fishing vessels,
undesirable effects were not visually evident.” (para 54).

“…Further erosion of the north shoreline threatens to con-
taminate Pasni’s freshwater supply….” (para 57)

“The socioeconomic impact of the Project has been size-
able, particularly in the Pasni area. The population of Pasni
town has grown from around 8,000 at appraisal to about
35,000, and the number of retail shops increased from
about 20 to over 200. Over the same periods, the annual
real incomes of Pasni fishermen have more than doubled…
At the same time, while beneficial in a development sense,
the urban growth has created a shortfall in basic infrastruc-
ture such as power, communications, water supply, educa-
tion, transportation, and medical and social services.”
(para 52)

“Associated with the attraction of the harbor, there has
been a substantial increase in the population of Pasni,
which has created a garbage disposal problem and is strain-
ing social services in the area….” (para 55)

Lack of Consultation, Socioeconomic Surveys, and
Benefit Monitoring Systems
“Ever since the Project was conceived, no comprehensive
socioeconomic survey of adequate quality has been
undertaken. As a result, no adequate database exists to
properly design, implement, and operate the various
development projects in the Chashma area. Cropping
patterns and intensities in designs have been based sole-
ly on physical factors and neglected to consider the
resources, needs, and objectives of the beneficiary farm-
ers. Assumptions on high irrigation efficiencies, which
influence the assessment of drainage needs and the selec-
tion of areas that could be supplied with adequate irrigation
water, have been maintained in spite of repeated evidence
to the contrary. The risk is considerable shortfalls below
appraisal expectations in irrigated crop output.” (p. i)

“Of particular concern is the absence of any comprehen-
sive and appropriate survey of socioeconomic and socio-
cultural conditions since the commencement of the
CRBIP. Neither at the time of the 1970 feasibility study
nor in the subsequent 28 years was such a survey under-
taken, though the Bank frequently requested and provided
resources for it. A consequence has been the design of proj-
ects on the basis of a theoretical cropping pattern – not
based on actual cropping patterns and socioeconomic con-
ditions – which has significantly lower water requirements
than the cropping patterns projected at appraisal….”
(para 10)

ADB loans: $40 million (Chashma Command Area
Development Project); $31.5 million (CRBIP), $25 mil-
lion (FOFWMP)              
Overruns: 4 years 
1998 ADB Rating: Partly Successful 
Project Objective: “The purpose of the Chashma
Command Area Development Project in improving
drainage and on-farm water management was to support
achievement of the objectives of the ongoing Chashma
Right Bank Irrigation Project (CRBIP), which was also
supported by the First On-farm Water Management
Project (FOFWMP). The three projects together form the
combined Project and are evaluated as such because their
benefits cannot be meaningfully disaggregated.” (para 1)

“PARTLY SUCCESSFUL” PROJECTS/PROGRAMS

Chashma Command Area 
Development Project (1977)
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“The required [benefit monitoring and evaluation
(BME)] surveys to support Project management were
never carried out in spite of repeated Bank follow-up.
This has been a continuing shortcoming since the begin-
ning of CRBIP implementation throughout all the proj-
ects supporting it and has resulted in a succession of
flawed design as well as inadequate operation and main-
tenance and management of the completed facilities.
This and the other major causes of Project problems –
the impact of distorted prices for agricultural inputs and
outputs – were not recognized early enough to take cor-
rective action. More decisive involvement by the Bank
concerning these important issues might have helped.
Otherwise, Bank supervision of Project implementation
was generally responsive to the executing agencies’ require-
ments, and the Bank provided effective and timely assis-
tance.” (para 15)

“In the absence of baseline and subsequent BME data, it is
not possible to objectively assess the socioeconomic and
sociocultural conditions in the [future-with-project
(FWP)] and [future-without-project (FWOP)] situations
in any objective or comprehensive manner. The [Project
Completion Report (PCR)] suggested increased land
values, significant inward migration, and possible ethnic
tensions as a result of the Project. The PCR also noted
that any meaningful assessment of the situation was
impossible without the required BME surveys. This
remains true at postevaluation.” (para 39)

“In complex irrigation and drainage ventures, integration
of their various components is necessary, together with
effective coordination among agencies involved and partic-
ipation of beneficiary farmers, preferably through their
associations. Explicit consideration of the resources,
needs, objectives, and capabilities of farmers (who are
private entrepreneurs and often rather poor) is indispen-
sable.” (para 66)

Resulting Design and Implementation Disasters
“The need for the Project was identified in CRBIP’s 1970
feasibility report. The report noted that a suitably meshed
in system of drains could be necessary when the area would
be irrigated. The CRBIP was approved without either
drainage or on-farm water management components on
the assumption that these would not be required when irri-
gated cropping would begin. The original concept further
changed in 1979 when substantial underestimation of
CRBIP costs became evident. The resulting reformulation

produced five projects instead of one: three projects con-
sisting of main canal and distributaries in three states, the
FOFWMP, and the Project. The fragmented design
approach adopted for addressing drainage and irrigation
in Chashma resulted in a generally incomplete prepara-
tion for each project, and the lack of a comprehensive
view both in the design and overall evaluation of the
CRBIP. In addition, each project’s design treated other
projects’ elements as sunk costs, whether or not the costs
had in fact been incurred.” (para 9)

“The lack of comprehensive, integrated planning and
design in the overall CRBIP is evident also in the Project
design. At appraisal, 14 years after the need for drainage
was identified, still no detailed investigation and design
had been undertaken. The PCR noted that the actual
needs were identified only during implementation and
that the Project as completed was substantially different
from appraisal expectations….” (para 11)

“The agricultural development component consisting of
36 person months was not used. The terms of reference at
appraisal called for (i) planning and design, including
preparation and supervision of BME activities; (ii) prepa-
ration of tender documents and bid evaluation; and (iii)
construction supervision. With the Bank’s concurrence,
the scope of services was limited to irrigation agronomy
and water management. The consultancy was never used
and no BME was undertaken.” (para 21)

“The 1970 feasibility report assumed a command area of
202,350 ha at a cropping intensity of 100 percent, based on
the selected cropping pattern and the discharge capacity of
142 cubic meters per second fixed at the Chashma barrage.
By the time of appraisal, the command area assumption
was increased by 28,330 ha and cropping intensity to 150
percent. This was done without survey data or an
increase in the discharge but by assuming a water diver-
sion factor that would yield a significantly higher overall
irrigation efficiency and by assuming that much of the
watercourses’ length would be lined, with overall water
losses of barely 1 percent. Throughout the CRBIP and
Project process, and in the absence of useful BME data, the
assumed cropping pattern and intensity were based solely
on soil suitability and crop water requirements. There was
no explicit consideration of the resources, needs, and
objectives of the farmers, whose financial status and
objectives decide which crops they will plant and which
cultural practices they will apply.” (para 46)
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“Benefits in the CRBIP Stage I area supported by the
Project have been underachieved. In initial documents,
projections of future-without-Project (FWOP) cropping
intensities and yields in the Paharpur command area were
based on the 1960s estimates in WAPDA’s 1970 feasibility
report. Subsequent revisions substantially lagged improve-
ments. Projections of the FWOP situation ignored
increases in cropping intensity and yields that could have
been predicted to follow commissioning of the Chashma
barrage and the consequent conversion of the Paharpur
system from an inundation system (adequate water for
only three months per year) to a perennial system (year-
round water supplies at canal capacity)…these develop-
ments would have raised cropping intensity to about 100
percent by FY1986 without the Project anyway. The
CRBIP Stage I, in fact, suffered large seepage losses that
caused waterlogging and reduced cropping intensities in
the first few years of canal operation. This also contributed
to farmers choosing to grow water-demanding crops.”
(para 26)

Failure to Consider Operation and 
Maintenance (O&M) Needs 
“The intended drained area was initially achieved, but then
fell back to close to pre-Project levels when the Chashma
canal started operation. Heavy seepage in the absence of
sufficient interceptor drain capacity caused waterlog-
ging, which reduced cropped areas…If maintenance of
Project facilities does not improve, Project benefits will
rapidly dwindle.” (p. ii)

“Of particular concern is the current lack of financing for
O&M of the subsurface drains, which is essential to sus-
tain cultivation of large areas. Lack of proper mainte-
nance may lead to siltation within a few years of installing
the expensive Project subsurface drainage infrastructure
that will be expensive to rebuild…” (para 51)

“The [Postevaluation Mission (PEM)] noticed that, due to
lack of maintenance, the unlined portion of the main canal
is developing cross sections different from those designed.
The canal is much deeper in some areas but shallower and
narrower elsewhere, resulting in large dead storage (which
aggravates the rise in the water table), water losses, and
inefficiencies. Moreover, its carrying capacity is gradual-
ly falling below the design level. Overall, failure to main-
tain the irrigation and drainage systems to design stan-
dards will reduce irrigation efficiencies significantly
below Project targets and will substantially reduce the
area which can be effectively irrigated, particularly in the
lower reaches…” (para 54) 

Conclusions
“The Project works were successfully completed after sub-
stantial scope and design changes, and with a cost underrun
of 26 percent and a delay of about four years. Together,
these adjustments enabled the Project to generally achieve
its objective: preventing the loss of production benefits
expected from CRBIP Stage 1 following widespread water-
logging…. However, these benefits were achieved with a
delay and only to a partial extent, because the drainage facil-
ities became functional only several years after the CRBIP
Stage I had come into operation.” (para 62)

Lack of Stakeholder Participation and Failure to
Consider Alternatives
“Because the [feasibility] study (and subsequently the
appraisal) recommended a rolling sector approach, detailed
information was included for only three dams, including
Mirwal and Dhok Sanday Mar, the first two dams con-
structed. The study did not question [the executing
agency, Small Dam Organization’s (SDO)] overall
approach to small dam development or look in detail at
alternative strategies…While the need for consultation
and participation was identified, little emphasis was
placed on these aspects as was common with most irriga-
tion projects designed in the 1980s. There was no analy-
sis of equity issues or information on farm size distribu-
tion in the pilot subprojects. This omission was repeated
in the benchmark and impact surveys, limiting the poten-
tial to assess the Project’s equity and distribution aspects.”
(para 15) 

“An attempt was made under the Project to establish [water
user associations (WUAs)]. However, these were not for-
malized or given any responsibility, and they collapsed at
the end of the construction phase….” (para 50)

ADB loan: $39 million ($31 million utilized)
Overruns: Nearly 3 years
1999 ADB Rating: Partly Successful
Project Objective: “The Project was designed to increase
agricultural production from an area of 11,280 hectares
(ha) irrigated from small dams…The Project had two
main components: (i) construction of about 12 new small
dams (with wall height of around 20 meters)… and (ii)
rehabilitation and extension of irrigation systems below 9
existing dams….” (para 3)

Small Dams Project (1985)
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“SDO and [Punjab Economic Research Institute] made
great efforts to ensure that dam sites were well selected.
However, in retrospect, more community consultation
would have promoted irrigation scheme ownership.
Design was largely considered from an engineering
rather than a users’ perspective…The needs of commu-
nities for bathing, washing and watering livestock were
not taken into account in design, with the result that
communities have made their own scheme modifica-
tions…The design of future schemes will need to involve
detailed discussion with communities to promote owner-
ship and improved utility.” (para 56)

Equity Concerns
“Farmers interviewed by the [Operations Evaluation
Mission] indicated a high level of cooperation between
watercourses. However, irrigation introduces a potential
source of conflict within and between communities.
Thus, there is competition for water between the head
and tail of schemes, and also between the powerful and
the not-so-powerful. Conflict is more pronounced during
dry seasons such as the summer of 1999, when accusations
of water stealing and water wastage were prevalent on dams
such as Nikka, which experienced major supply restric-
tions.” (para 39)

“Subproject design and selection did not place great
weight on equity issues. Farm size distribution was one
factor considered. However, the approach did not differen-
tiate greatly between schemes, and was not able to take
account of the potential distortions caused by one or two
large farms within the command area nor of discrepancies
between schemes….” (para 52)

“In combination, these factors suggest that the Project has
not contributed to reducing inequity within the Potwar
plateau region. The distributional issues reflect the general
inequities in Pakistani society, and it is notable that many
farmers without access to irrigation did not consider this to
be unfair. However, equity is believed to be a significant
issue in Pakistan, and in relation to irrigation develop-
ment in general. Future projects involving small dams will
need to focus on this issue if they are to make a significant
contribution to poverty reduction.” (para 53)

Questionable Outcomes and Sustainability 
“…Almost half the respondents to a 1999 survey on the
Kot Raja system believed the channel to be in worse con-
dition than five years previously, with 61 percent report-
ing deteriorating watercourses.” (para 22)

“In theory, farmers were to provide or pay for labor for
watercourse construction. In practice, most refused to do
either. However, SDO required contractors to complete
their contracts within the tender amount, often leading to
poor quality construction. As a result, the majority of
lined watercourses inspected on both new and rehabili-
tated command areas have deteriorated, often in less
than four years from completion….” (para 9)

“The establishment of an agricultural extension network
was a key component of the Project, due particularly to the
lack of irrigation experience by project area
farmers…There was thus a substantial mismatch
between the timing of extension activities and the poten-
tial for farmers to adopt the techniques being demon-
strated. Little if any extension has been provided to proj-
ect command areas since 1995 due to the Agriculture
Extension Directorate’s capacity and policy.” (para 28)

“The covenant requiring soil conservation measures in the
catchment areas of project dams was also not complied
with. In the case of dams with large areas of rainfed agri-
culture or degraded hills in their catchments, this may be
serious…Other covenants not fully complied with were the
development of watercourses by the farmers and land lev-
eling by [Department of Agriculture]. In practice, the
command areas of most dams have not yet been fully devel-
oped for irrigation.” (para 19)

“Farmers consider that they were well compensated for
land compulsorily purchased under the Project
Compensation was based on the most recent sale
price…For dams built late in the project period, compen-
sation for the inundation area and canal rights-of-way
has still not been paid due to cumbersome bureaucratic
procedures.” (para 40)

Conclusions
“The development of irrigated agriculture on many systems
has been slow, with 12 dams achieving a cropping intensi-
ty of less than 60 percent in 1999….” (para 23)

“…The BME system was well designed, and unlike the
situation for many ADB-assisted projects, was followed-
up and completed in a timely manner…” (para 17)

“The main project objective was to increase agricultural
production in the project area… After a slow start, devel-
opment over the past four years has been quite
rapid…However, much remains to be done if the appraisal
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target of an average cropping intensity of 140 percent is to
be achieved for the project command areas.” (para 25)

“Twelve dams were constructed as planned and to an ade-
quate technical standard. However, the project water-
courses were of poor quality and have deteriorated badly,
while some main canals are suffering from problems….”
(para 58)

“…On the basis of expected economic performance and
delivery of secondary benefits, the Project is classified as
partly successful. This rating will have to be downgraded if
command area development and cropping intensity in the
future are substantially less than expected.” (para 59)

“The major objectives of the Program were to increase
agricultural production and productivity in Pakistan on a
sustainable basis, and to raise domestic resources for pro-
ductive investment in the agriculture sector through the
implementation of appropriate policy reforms….” (para 4)

Failure to Develop Performance Indicators, Monitor
Policy Reforms, and Consider Local Realities 
“The policy and development agenda of the Program
lacked priorities and performance indicators, and the
implementation arrangements did not provide for coordi-
nation and cooperation among the concerned stakeholders
and institutions, including government line agencies. This
severely limited monitoring of progress, midcourse adjust-
ments in the Program, and effective policy dialogue
between the Government and ADB. The absence of clear
targets for this Program has left both ADB and the
Government with a false sense of achievement in insti-
tuting reforms. The impact of the reforms and their
implications have not been examined in detail, with the
emphasis in analysis mainly on compliance with loan
covenants. Overall, the impact of the policy reforms is
not significant….” (para 78)

“The Program contained too many reform measures and
each of them was treated too broadly to be effective in
bringing about meaningful changes. The sequencing of
the reforms was poorly thought through. There was an
absence of clear targets to be achieved in a time-bound
policy framework. An important lesson learned is that
future policy reforms to be pursued by ADB must be spe-
cific, prioritized, and focused on a few specific and relevant
issues pertaining to ADB’s strategic objectives in the coun-
try….” (para 83)

Lack of Attention Paid to Socioeconomic and
Environmental Impacts
“There was no monitoring mechanism built into the
Program to measure its socioeconomic impact. It is likely
that the Program had only a minimal impact on the socioe-
conomic development in rural areas….” (para 64)

“Field observations and discussions with farmers indicate
that the increase in fertilizer prices resulting from the
removal of the fertilizer subsidy, and the increase in the
cost of imported seeds, had a negative impact on low-
income farmers. The vast majority of poor farmers do not
have a significant marketable surplus, so they do not bene-
fit from the higher support prices for output.” (para 65)

“In the drive to achieve greater privatization in agriculture,
there is the real danger that many poor farmers will incur
higher debts and eventually be forced to sell their farms to
large landholders and work as tenant farmers. A recent
study has shown that the percentage of the population
living below the poverty line has increased from about 25
percent in FY 1994 to 35 percent in FY 1999. Although
the Program was not directly responsible for this situa-
tion, it is difficult to credit the Program with a role in
reducing poverty.” (para 66)

“Policy measures to increase funding for the control of
waterlogging and salinity, and the proper use of fertilizer,
were assumed in the Program to have a positive impact on
the environment. However, no mechanism was estab-
lished to monitor this impact. From discussions with con-
cerned nongovernment organizations and from field visits,
it appears that the policy measures had no significant
impact on the environment.” (para 67)

ADB loan: $200 million
2000 ADB Rating:: Less than Successful
Program Objective: “…The key thrust of this program was
to adopt market-oriented policies and encourage private
sector participation in agricultural activities….” (para 1)

Agriculture Program Loan (1990)
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Questionable Sustainability
“Pakistan’s agriculture sector has been performing below
expectation for the last two decades and it now appears to
be stagnating… In recent years (FY1997-FY1999), the
average annual rate of agricultural output was less than 1
percent.” (para 50)

“…The Government has reduced its spending on agricul-
tural development, both in absolute and percentage terms,
over the last decade. Program sustainability is less likely as
a result of this” (para 79)

Conclusion
“Most of the reforms agreed in the Government’s develop-
ment policy letter were undertaken. However, the reforms
carried out were not comprehensive or adequate, and
were not effectively implemented…” (p. i)

“The Program’s objectives were too broad, covering a
number of issues. Each issue was complex and the pro-
posed changes had ramifications for the entire economy.
There was an absence of detailed policy studies showing
the impact of the proposed changes (such as the removal
of a fertilizer subsidy leading to an increase in the differ-
ence between crop procurement and border prices). Over
the program period, the agriculture sector registered
only nominal growth. Sectoral growth has been insignif-
icant at below 1 percent in recent years. Although
achievements were made in the removal of fertilizer subsi-
dies and the greater private sector participation in the
import and export of agricultural commodities, there are
still many market distortions such as low procurement
prices for wheat and oilseeds, high consumer price subsi-
dies for wheat, and significant involvement of public sector
agencies in fertilizer marketing and distribution.” (para 76).

“The Program has had mixed results. It was overly ambi-
tious in pushing for a wide range of reforms. The Program’s
achievements include removal of fertilizer subsidy, limited
increase in wheat procurement price, decrease in consumer
wheat price subsidies, and enactment of the agricultural
wealth tax act. At the same time, many reforms were not
carried out effectively. These include cost recovery of irri-
gation O&M, active involvement of the private rather than
the public sector, and agricultural wealth tax collection.
The overall program performance is less than successful.”
(para 80)

“The Project comprised five components: Part 1 –
Watershed improvement…; Part 2 – Crop and Livestock
Development…; Part 3 – Rural Infrastructure…; Part 4 –
Rural Credit…; and Part 5 – Institutional
Strengthening….” (para 4)

Failure to Consider Intended Beneficiaries 
in Project Design
“The [Operations Evaluation Mission (OEM)], however,
noted certain weaknesses in the project design. First, while
the Project intended to target ‘smallholders, the landless,
and women’, its design did not include measures to
ensure distribution of benefits in favor of the intended
target groups. In contrast, project subsidies were open to
all farmers in the project areas on a first-come, first-
served basis. Furthermore, beneficiaries were required to
contribute at least 25% of the investment costs for con-
struction of irrigation facilities. Although this require-
ment had the merit of encouraging ownership, it exclud-
ed most of the smallholders and landless poor who had
neither their own capital nor access to long-term loans.
In contrast, large landholders, with their better connec-
tions, information, and financial capacity, were the first
to take advantage of the irrigation subsidies. As a result,
the 5 ha limit of beneficiary targeting was not observed.
As reported by the [Project Completion Report (PCR)], a
substantial increase in farm productivity was observed on
farmland belonging to large landholders whereas wide-
spread increases in household income of the intended tar-
get groups were not evident.” (para 11)

“…the project design adopted an engineering approach
in the selection of subproject sites based primarily on
technical feasibility. The top-down approach excluded
the participation of the intended target groups in project
decisions, including selection of subproject sites or ben-
eficiaries. In conjunction with a monitoring system that

ADB loan: $25 million ($22.8 million utilized)
Overruns: 1 year
2002 ADB Rating: Partly Successful
Project Objective: “The Project aimed to (i) increase farm
household production, employment, and income, particu-
larly among smallholders, the landless, and women; (ii)
reduce the growing migration of population to urban areas;
and (iii) alleviate constraints on agriculture in the project
areas.” (para 3)

Second Barani Area Development Project (1990)



Page 70

Pakistan - Second Barani Project

emphasized physical targets, project staff focused almost
entirely on the fulfillment of their physical targets, such
as the number of irrigation facilities constructed, with
less attention to the level of use of the facilities after con-
struction, benefits generated, or distribution of the ben-
efits.” (para 12)

“…Only a few women’s groups were organized under the
Project and none of them sustained their operation after
project completion, largely due to lack of demand and sup-
port. A greater impact on women could have been made
if the design of this subcomponent had been based on a
better understanding of women’s needs and constraints.
Interviews with women found that they preferred sewing
machines and associated training as well as microfinance
services. These activities could have been provided if a
bottom-up approach had been adopted to engage women
beneficiaries in the project design.” (para 29)

“While this component intended to target the poor, the
OEM found that most landless poor and women were
excluded as 98% of the loans disbursed under the Project
required land collateral. The remaining 2% were surety
loans, which did not require assets or land registration of
the borrower. However, those who provided the surety
for the borrower had to ensure the availability of assets.
As a result, only 7% of the loans issued under the Project
were received by women. Furthermore, farmers inter-
viewed by the OEM complained about the cumbersome
loan application procedures, which appeared to be simple
on paper and reportedly could be completed in one day.
Smallholders with little connection to [Agricultural
Development Bank of Pakistan (ADBP)] personnel and
other government officials, however, needed days or weeks
to obtain the required documents, especially the certificate
of land ownership required for loan collateral.” (para 36)

Low Rate of Economic Return
“Based on directly quantifiable benefits and costs, the
economic internal rate of return (EIRR) for the Project
(excluding rural infrastructure and rural credit) is reesti-
mated at 4.1%, substantially below the appraisal estimate
of 24.0% and the PCR reestimate of 10.1%. The primary
cause of the reduced EIRR is a substantial reduction in the
Project’s outreach. Instead of benefiting 32,000 to 51,000
farms as anticipated at appraisal, the Project’s crop com-
ponents benefited about 20,200 farms, of which only
2,257 farms (11%) gained significant financial returns
with access to irrigation facilities….” (para 43)

Skewed Delivery of Benefits to Wealthier Farmers
“The OEM’s village survey found a highly skewed pattern
of project benefit distribution, with only 1.3% of the
households having received irrigation subsidies in the sur-
veyed villages. While some smallholders received subsidies
on dugwells and minor works such as spillways and water
outlets, the most expensive subsidies (those for minidams
and tubewells) were concentrated in the hands of nontar-
geted groups such as farmers with more than 10 ha of land.
Furthermore, the OEM found significant variations in
the amount of subsidies to individual irrigation items
and a high concentration of a large amount of subsidies
to a few households, including some that received two
minidams or multiple ponds.” (para 48)

“…In the short run, however, the adoption of the recom-
mended technology and its impact were less clear. Many
smallholders and landless poor considered the extension
services less relevant to them as they did not have the
necessary conditions (such as good quality land, suffi-
cient inputs, and timely access to machinery services) to
adopt the recommended technologies.” (para 49)

“The Project intended to reduce migration to cities; this
objective was not fulfilled. Instead, the farm-to-market
roads have not only improved farmers’ access to markets
but also facilitated their search for employment in cities. It
was reported that off-farm earnings were a major source of
household income in the rain-fed areas, especially for the
poor. Improvement in roads also facilitated visits of exten-
sion and social workers to remote communities and provid-
ed better access to emergency assistance in times of need.
The OEM noted, however, that the 72 roads upgraded
benefited less than 10% of the 865 villages in the project
areas.” (para 50)

“…The OEM noted, however, that the 17 water systems
covered only 2% of the villages in the project areas.” (para 51)

“The social impact of the credit component was limited
as the requirement for land collateral excluded most
landless poor and women. The lengthy and difficult pro-
cedure was quoted by smallholders as another major con-
straint to accessing loans from ADBP. The 7,565 loans
issued under the Project covered only 8% of the 92,000
households in the project areas.” (para 52)

“The overall project rating…is partly successful. The
Project has met most of its revised physical targets; its
impact on increasing farm production was marked on
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farmlands benefiting from irrigation facilities. The primary
benefits of the irrigation investment, however, flowed to a
small number of large landholders. The Project had
intended to target smallholders and landless poor. In the
absence of implementation measures, however, it
bypassed the majority of its intended target groups.”
(para 62)

Weak ADB Project Supervision
“ADB’s weak project supervision in the initial years was
another cause of the delays. The OEM noted that ADB
did not field any mission between project inception in
August 1990 and the first loan review mission in
February 1992. Frequent changes of ADB supervisory
staff decreased the effectiveness of project implementa-
tion….” (para 16)

“Consultant recruitment was delayed by 4 years due to a
number of problems. While the Project intended to use
nongovernment organizations (NGOs) rather than con-
sultants for community development under the associated
[technical assistance (TA)], no assessment on the avail-
ability of NGOs was given in the appraisal report…Due
largely to weakness in the project design and delayed TA
commencement, the TA activities did not perform well.
The consultants focused on fulfillment of their terms of
reference, with less attention to the relevance, quality, and
sustainability of their outputs.” (para 21)

“ADB designed the Project based on the Government’s ini-
tiatives and long-term strategy for rain-fed area develop-
ment. ADB also mobilized cofinancing from other donors.
However, ADB should have given more attention to
developing measures to ensure appropriate distribution
of benefits. ADB’s supervision of implementation could
have been more effective in the initial years. Less frequent
turnover of supervisory staff could have ensured the effec-
tiveness of project supervision. Overall, ADB’s perform-
ance is rated partly satisfactory.” (para 63)

Conclusions
“The Project’s most significant impact was apparent on
farmlands that received access to irrigation after project
interventions….” (para 46).

“The [Operations Evaluation Mission] noted, however,
that benefits of small-scale irrigation facilities in the proj-
ect areas are highly localized, mostly confined to adjacent
fields, which, in most cases, belong to one household. The
external benefits of these facilities are rather small, includ-
ing the convenience of washing clothes, or increased water

supply for animals, which could be most critical in times of
severe drought…Smallholders could not participate in the
irrigation investment due largely to their inability to com-
pete with large landholders in accessing project subsidies,
including their inability to provide the required counterpart
funds for the investment.” (para 47).

“The Project’s objectives were consistent with the develop-
ment strategy of the Government and the operational
strategy of the Asian Development Bank at the time of
project appraisal. By promoting agricultural development
in a region bypassed by earlier development, the Project
contributed, in a limited way, to balanced regional develop-
ment and increased agricultural production. The project
design, however, did not include measures to ensure that
the intended target groups (smallholders, the landless,
and women) received a proportionate share of benefits.
In conjunction with a top-down approach that focused
on technology improvement, this resulted in the capture
of a significant amount of benefits by a small number of
large landholders. The project is therefore rated partly
relevant.” (p i)

“…On balance, the Project is rated less efficacious.” (para 58)

“…The Project is therefore rated less efficient.” (para 59)

“…Overall, the Project’s sustainability is rated likely.” (para 60)

“…On balance, the Project’s institutional development and
other impacts are rated moderate.” (para 61)

ADB loan:: $64.2 million ($42.6 utilized) 
Overruns: 17 months
2000 ADB Rating: Less than Successful
Project Objectives: “The specific objectives of the Project
were to (i) increase the participation rates of girls; (ii)
improve the quality of instruction; (iii) increase the reten-
tion rate for girls; and (iv) upgrade the management and
supervision of the primary subsector. The purpose of the
Project was to make primary education more accessible to
girls in rural areas, and increase the quality and efficiency
of the primary education system for girls in Pakistan. This
was to be achieved through the establishment of commu-
nity model schools (CMSs) in selected rural areas ….”
(para 3)

Primary Education (Girls) Sector Project (1989)
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An Unrealistic Framework Leads to Wasted Resource
“The construction costs of $279 per student place as
appraised was about 10 percent higher than that of the
World Bank’s primary education projects in Pakistan, esti-
mated at $254 per student place. The furniture unit cost
was 28 percent higher….” (para 10)

“…Only half of the targeted 16,000 female teachers to be
trained through inservice refresher courses were actually
trained.…” (para 11)

“While more classrooms have been provided, there is a
20 percent underutilization of project school buildings.
The Project was too ambitious in its goal of changing the
sociocultural environment and did not pay enough atten-
tion to the need for a much longer capacity-building and
development period…The Project lacked a realistic pol-
icy framework, resources and logistic support, and leader-
ship at the district level….” (para 13)

“…More than a third of all project schools surveyed do
not have textbooks in stock. The Project would have been
more effective if it included the provision of textbooks to
students from families that cannot afford to buy books….”
(para 25)

“…schools lack sufficient funds for basic maintenance of
facilities. School desks and blackboards were found to be
sufficient in 97 percent of the project schools surveyed.
Except for the schools visited in Punjab, electrical and
water supply is a problem. In schools where there is no
supply, water is brought in buckets, or students and teach-
ers go to nearby homes for their toilet needs. Except for
Punjab, playground equipment (swings and slides) has
mostly broken down due to corrosion and heavy use….”
(para 29)

“Underutilization of school facilities was observed in some
CMSs….CMS Ghaiji Kandar Khel in NWFP had only 82
students where 250 chairs were provided, leaving a pile of
unused furniture….” (para 30)

Lack of Local Participation in Project Design
“Except for Punjab, CMSs were provided a number of
sewing machines under the Project’s innovative activities
component…Many sewing machines were observed to
be in their original packaging and kept inside cabinets.
Reasons for their not being used are that (i) most teach-
ers do not know how to operate these machines, (ii)
teachers deem it not part of their duties to teach sewing,

(iii) teachers are already overloaded, and (iv) there are no
funds to hire teachers for sewing….” (para 32)

“…While the concept of providing hostels for teachers in
remote areas in Punjab was appropriate (8 were built
under the innovative activities component), teachers
refused to live in them as security was not provided.
These hostels were never used, two remain unfinished,
and some are being converted to schools. A parallel can
be drawn with the World Bank’s Primary Education
Project that built 5 blocks of hostels at the [government
college for elementary teachers] in Lahore. After seven
years, these hostels remain unused. On the other hand,
multipurpose rooms that were provided in the premises of
the CMS in Balochistan for the needs of the community
were useful. These point to the need for beneficiary par-
ticipation in the design of the Project.” (para 32)

“Since girls now have easy access to primary schools in
almost every village, it seems that the biggest constraint to
girls schooling is no longer the cultural bias against girls’
education, but he financial constraints of most rural fami-
lies…Parents would be more likely to send their daughters
to school if school uniforms and textbooks were more
affordable.” (para 36)

Failure to Include Benefit Monitoring and 
Evaluation Systems
“While the Government and ADB staff agreed that the
consultants performed well, the decision to forego the hir-
ing of consultants for baseline data collection, monitoring
and evaluation, midterm review and learning module
development had adverse effects on project implementa-
tion and performance….” (para 15)

“… A benefit monitoring and evaluation system,
required under the Loan Agreement, was not estab-
lished.” (para 21)

Inadequate Supervision by ADB
“The extent of ADB supervision was inadequate. Ten
review missions comprising 85 person-days were fielded
during the Project (average of 1.6 missions per year).
However, the 8.5 person-days average per review mission is
inadequate to cover four provinces… Two major supervis-
ing omissions that affected the implementation of the
Project were (i) the one-year delay in fielding the inception
mission… ; and (ii) the cancellation of the midterm
review… ADB review missions tended to concentrate on
monitoring input delivery, physical targets, and loan dis-
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bursements rather than an assessment of operational
impact, and monitoring and evaluation….” (para 20)

“The implementing agencies would have accomplished
more had ADB allotted more time for review missions. It
is not possible to properly review a project being imple-
mented at the district level in the four provinces of Pakistan
in only five days or less… It would also have been more
useful if the emphasis of the review missions had been on
the relationship between developments and the sustain-
able achievement of project objectives… ADB’s per-
formance is rated less than satisfactory.” (para 49)

Conclusions
“…The Project addressed a key constraint to Pakistan’s
development, lack of female access to schools and directly
addressed several of ADB’s strategic goals including gender
in development, human development, and poverty reduc-
tion. However, the project design was too ambitious and
did not achieve its purpose [in ways]…which were neces-
sary for the Project to make an impact on qualitative
improvements….” (para  42)

“The Project increased its target of increasing education-
al opportunities by providing 35,000 new student places,
but the quality of education has not improved signifi-
cantly… The erosion of expected gains of the Project is
highlighted by the underutilization of facilities…
Appropriate adjustments could have been made on the
basis of midterm review, but such a review was not con-
ducted… Outcome indicators measuring quality remain
poor: 20 percent of students have repeated a grade, the
student-teacher ration has worsened from 40:1 to 60:1,
and class sizes have grown to as many as 55-80 students
per teacher… The elimination of multigrade teaching,
one of the objectives of the Project, has not been
attained.” (para 43)

“Considering the underutilization of space financed under
the Project and the higher construction cost per student
place compared with other similar projects, the use of phys-
ical facilities, furniture, teaching kits, and instructional
materials was inefficient. More than 20 percent of project
schools no longer have teaching kits, 30 percent do not
have textbooks, 26 percent lack teachers, 20 percent do
not have water supply, and 60 percent do not have elec-
tricity….” (para 44)

Disregard of Local Information in Project Design
“At appraisal, it was recognized that the design of the
Project needed to be confirmed by detailed investigations,
which were carried out at the start of implementation.
These investigations showed that a number of design
aspects were inappropriate and that major changes were
required, particularly for the water supply compo-
nent…Finally, while the design as implemented was
technically sound and in line with meeting the objectives
of the Project, it was not based on consultations with
prospective beneficiaries and such factors as a [willingness
to pay (WTP)] were not ascertained.” (para 17)

“…Although [Faisalabad Water and Sanitation Agency
(FAWASA)] was a completely new office, it was given the
responsibility to prepare detailed designs and specifications
with only limited assistance from consultants…In hind-
sight, the Bank failed to ensure that FAWASA, as a new
institution, was to be provided with adequate capacity to
undertake the responsibilities assigned to it. The Bank
and the Punjab government were also slow in taking
action to remedy this situation.” (para 21)

“Most difficulties that emerged during the course of the
Project could have been avoided if planning had been
different…In the future, it is essential that project plan-
ning reflect the views of the prospective beneficiaries. In
that regard and because of the different social conditions
and ability to pay of beneficiaries, equity considerations
and the mode and extent of cross-subsidization among

ADB loan: $39.5 million 
Overruns: 14 years with cost overruns of 30 percent (proj-
ect still not completed at time of audit) 
1996 ADB Rating: Unsuccessful
Project Objective: “The Project aimed to improve
Faisalabad’s water and sanitation services, thereby con-
tributing to environmental and public health improve-
ment. The Project was to rehabilitate and expand the
existing water supply, sewerage and drainage facilitates to
meet the demand in 1984; develop and efficient and self-
sustaining organization for water and sanitation services;
and introduce sound financial management practices for
the long-term development of the sector in Faisalabad.”
(para 12)

“UNSUCCESSFUL” PROJECTS

Faisalabad Water Supply, Sewerage and 
Drainage Project (1977)
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various consumer groups ought to be part of demand
based planning and tariff setting.” (para 52)

An Economic, Social, and Environmental Disaster
“Statistics show that in 1992 about 50 percent of the
households in Faisalabad experienced waterborne ill-
nesses, 30 percent diarrhea and 18 percent dysentery. In
the same year, health institutions reported 115,000 cases
of diarrhea, 100,000 of dysentery, and 45,000 of malaria.
It is not known whether these statistics relate, in part or in
full, to people served by the Project facilities…Insufficient
data are available to determine the effect of the Project’s
facilities on health conditions in Faisalabad.” (para 46)

“Intended beneficiaries did not participate in Project
planning and currently still have only a limited influence
on matters related to water and sanitation services.
However, groups of water consumers recently confronted
industries discharging their wastes into drainage canals.”
(para 47)

“Since the Project’s water supply component is not yet
complete and the sewerage component is only about 50
percent complete, the environmental impact of the Project
is at best mixed. Of particular concern are the missing
sewer links, the absence of treatment plants, and the
overflowing of sewers…Some sewers directly discharge
into drains and irrigation canals that rural people tend to
use for watering animals and even for personal bathing
and as a source of drinking water. Polluted irrigation
water is used to cultivate cash crops such as vegetables
around Faisalabad. These unsatisfactory conditions may
be a cause of the high incidence of diseases in
Faisalabad….” (para 49)

“The failure to complete the Project’s sewerage facilities
has had adverse consequences. Sewage frequently over-
flows and causes ponding during the rainy season and
occasionally in the dry season. For lack of treatment and
disposal facilities, wastewater pumped from sewers is
often discharged to irrigation ditches, thus posing seri-
ous environmental and health hazards….” (para 32)

Conclusions
“In spite of partial achievement of the intended objectives,
the Project is considered unsuccessful because of long
implementation delays, cost overruns, increasing net rev-
enue deficits, poor utility performance, limited benefits,
mixed social and environmental impacts, uncertain sustain-
ability, and a negative financial internal rate of return
(FIRR).” (para 7)

“The water supply and drainage infrastructure is basically
in place and is of generally good quality. The Project is
reported to be providing water to 900,000 persons instead
of the 600,000 envisaged at appraisal but with only half of
the intended supply. Some critically important facilities
for efficient operation of the water supply system are still
missing, resulting in lack of water supply to some cus-
tomers and in intermittent and unequal distribution of
water to others. The drainage system, while functioning,
is overloaded in places with solid debris from sewers. In
contrast, elements of the sewerage component such as
pumping and treatment plants, major sewers and sewer
links are still lacking, resulting in frequent overflows and
dumping of untreated wastewater in drainage and irriga-
tion canals.” (para 59)

“The Project’s objective of improving water supply, sewer-
age, and drainage services in Faisalabad has been partly met
with substantial delays and at a higher cost and lower qual-
ity of services provided. The other objectives of establish-
ing an efficient and self-sustaining organization for water
and sanitation services and introducing should financial
management practices have not been met. After nearly
two decades, the Project has not yet been completed
while expenditures incurred are significantly higher than
the total Project cost estimated at appraisal. The Project
is not financially viable and has little prospect for sus-
tainability. Overall, the Project is rated as unsuccessful.”
(para 61)

ADB loan: $55.2 million ($59.7 million utilized)
Overruns: 5 years
1999 ADB Rating: Unsuccessful
Project Objective: “The Project had five major objectives:
(i) to upgrade basic urban infrastructure and environmen-
tal conditions, particularly in the low-income areas of
Karachi and in areas with severe infrastructure deficien-
cies; (ii) to improve the efficiency of delivery of urban serv-
ices; (iii) to strengthen the institutional structure, manage-
ment and technical capabilities of the project Executing
Agencies; (iv) to improve metropolitan resource mobiliza-
tion, cost recovery, and financial management in Karachi;
and (v) to contribute to the further development of gener-
al policies in the urban sector, particularly those related to
land development and urban finance.

Karachi Urban Development Project (1986)
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The Project’s objectives were to be achieved through the
implementation of the four components: (i) Part A, the
katchi abadi [urban slums] upgrading component, to provide
infrastructure in Baldia and Orangi; (ii) Part B, the solid
waste management component, to increase the collection
and disposal of street and household waste; (iii) Part C, the
sewerage and sewage treatment plant upgrading component,
to triple the amount of sewage being treated; and (iv) Part D,
the Metropolitan Resource Generation Study, to review and
recommend measures for strengthening the financial posi-
tion of three local government agencies…” (para 3).

Design Failures 
“The design of the Orangi upgrading (Part A) was gener-
ally appropriate – water supply, sewage lines, road upgrad-
ing, and street lighting were provided in consultation with
community groups. However, a design shortcoming was
the lack of sewage treatment (sewage flows untreated
into estuaries and then into the open sea)….” (p iii)

“The main design shortcoming [of Part A, the katchi
abadi upgrading component, in Orangi] was the lack of
connection of the sewer system to any sewage treatment
plant. As a result, sewage flows through the sewer system
into open estuaries, then into the Lyari River, and even-
tually out to sea. In Baldia, the beneficiaries were not
consulted; this resulted in a duplication of effort for the
sewerage system. Baldia residents had previously laid
open surface drains in the back lanes to which the house
latrines were connected. The Project laid underground
sewer pipe in the front lanes, which are unconnected and
dry. The design failed to take into account the work already
done on the sewerage system. Moreover, the project sewer
system will not be able to pick up the flows from the open
drain system because the gradients are in the opposite
direction. While the residents regularly maintain the open
drains, they cannot maintain the underground sewers.
Some [non-governmental organizations (NGOs)] felt that
the waterborne sewerage that was installed is a sophisticat-
ed means of sewage disposal and is not common in most
low-income areas of developing countries. Simpler tech-
nology, such as double-vaulted pit latrines, water-sealed
aqua privies, or septic tanks, would have been prefer-
able….” (para 9)  

“The sewage treatment plan component (Part C) was to
triple the volume of sewage given primary treatment, thus
tripling the removal of suspended solids and doubling the
removal of biological oxygen demand…However, the
design failed to include the upgrading and rehabilitation
of sewer lines leading to the plants, which is needed to

increase the inflow of sewage. As a result, plant capacities
are underutilized….” (p iv)

“Nevertheless, the Part C [sewerage and sewage treatment
plant upgrading component] design had two shortcom-
ings. First, the feasibility study consultants substantially
underestimated the component cost, resulting in a realloca-
tion of funds from Part A to Part C. Second, the design
did not consider the volume of sewage inflow that could
be immediately treated by the sewage treatment plants
and thus overdesigned the plant capacity.” (para 11)

Monitoring and Supervision Failures
“Nevertheless, the [Project Monitoring Unit’s (PMU)]
performance was passive; it mainly collected progress
reports from the Executing Agencies, circulated them to
ADB, and coordinated ADB review missions…The PMU
did not implement a benefit monitoring and evaluation
system as required by the Loan Agreement.” (para 16)

“From December 1988 to December 1995, ADB sent 20
missions to review progress and help resolve project imple-
mentation problems…The main shortcoming of the review
missions was the failure to ensure that a benefit monitoring
system was established early in the project implementation
cycle as required by the loan. The review missions also
failed to follow up on the electricity arrears issue, which
eventually led to ADB suspending contract awards under
the loan until a solution was found… Overall ADB’s
supervision of the Project was not adequate.” (para 17)
“…it may be concluded that there was little or no willing-
ness to pay for the investment in upgrading and that the
investment resulted in few economic benefits. The
[Economic Internal Rate of Return (EIRR)] may be
assumed to be negative.” (para 33)

“Modest” Social and Environmental Impacts
“The socioeconomic impact of the Project was minimal.
The positive benefits of the provision of a water supply
system to Baldia and Orangi were negated by a lack of
water in the pipes. The provision of a sewage system in
Orangi has benefited the community, but the invest-
ments in sewerage in Baldia have not had much of an
impact because of nonutilization. Similarly, the upgrad-
ing of the sewage treatment plants has had minimal impact
because of underutilization. Only the solid waste manage-
ment component could be said to have had a positive
impact because of the reduction of the amount of solid
waste in the community and the consequent public health
benefits. However, uncollected solid waste is still a serious
and growing problem.” (para 37)
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“The Project had some positive impacts on the environ-
ment, but to a lesser extent than originally envisaged at
appraisal. The installation of sewer systems in the katchi
abadi upgrading component allowed the sewage from
Baldia to be treated at the Mauripur sewage treatment
plant, but sewage from Orangi still flows into estuaries,
then into the Lyari River and out to sea untreated. The
Lyari River has a major environmental problem because
of the sewage and solid waste being disposed there.
Although the upgrading of the other two sewage treat-
ment plants increased their capacity, this capacity is not
being utilized. Therefore, there is little net environmen-
tal effect from this upgrading….” (para 40)

Questionable Sustainability
“ADB’s efforts to upgrade the solid waste management sys-
tem in Karachi were generally successful, however, the
Project managed to address only part of the issue of solid
waste disposal. The proportion of solid waste that is being
collected is falling as the Karachi population grows, and
no new investment in solid waste disposal is being under-
taken. Thus, a large and growing proportion of solid
waste is left behind; it is expected to eventually become a
public health hazard…” (para 45)

“…The sewerage system capacity is clearly inadequate.
Moreover, the population of Karachi and the demand for
sewage services are expected to grow by about 5 percent per
year over the medium term. This indicates the need for
more sewage treatment capacity. However, at the same
time, the capacity in place is underutilized. This is main-
ly the result of poor project preparation that led to an
inadequate design….” (para 46)

Conclusions
“The Project was generally implemented well, even though
some design changes were required, particularly in Part C.
However, the Project did not, for the large part, meet its
objectives. The economic benefits from the katchi abadi
upgrading were minimal and the EIRR is likely negative.
The revolving fund is unsustainable because of the low
returns on the initial investment. The component’s esti-
mated FIRR is negative…The Project contributed little
to the development of general policies on land develop-
ment and urban finance. Only the solid waste manage-
ment component seems to have met and even exceeded its
objective. The socioeconomic and environmental impacts
of the Project were modest, there was no substantial impact
on women, and long-term sustainability is a concern
because of the weak financial position of the Executing

Agencies. Therefore, the Project’s overall assessment is
unsuccessful.” (para 48) 

“… The Project subloans were expected to induce $120
million in investment capital, create some 10,000 jobs, and
achieve annual foreign exchange savings of $10 million. In
addition, the Project was expected to (i) diversify and
improve the quality of IDBP’s loan portfolio, (ii) reduce the
level of its arrears, (iii) restore debt and servicing capacity,
(iv) increase the level of loan collection, and (v) streamline
IDBP’s organization and procedures.” (para 3)

“Worsening” Performance from Evaluation 
to Reevaluation
“As of 30 June 1990, thirty-two of the 64 projects for which
data were available were operating at a loss. Eight projects
were still under implementation. The average cost overrun
among subborrower projects was 50 percent, and the aver-
age time overrun was 68 percent….” (para 6)

“The [Project Completion Report (PCR)] (1989) and
[Project Performance Audit Report (PPAR)] (1991)
underscored weaknesses in the operational efficiency,
financial performance, and institutional capacity of IDBP,
but the evaluations for these were carried out before Project
implementation was complete… .” (para 8)

“Reevaluation of the Project enables the Bank to further
examine IDBP’s performance and how subborrower proj-
ects have fared at a more mature stage… .” (para 9)

“The performance of subborrower projects, since the
PPAR (1991), shows a worsening trend….” (para 38)

“Of the 69 project loans, 35 (51 percent) were in signifi-
cant arrears, and the arrears component of the Bank’s for-

ADB loan: $40 million ($39.5 million utilized)
1997 ADB Rating (REEVALUATION): Unsuccessful
Project Objectives: “The loans were to (i) provide [the
Industrial Development Bank of Pakistan (IDBP)] with
foreign exchange to help finance private sector industrial
development projects, and (ii) improve IDBP’s operation
efficiency.” (para 2)

Fourth Industrial Development 
Bank of Pakistan Project (1982)
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eign currency subloans as a ratio of the foreign currency
loan amount outstanding had increased to 56 percent. Of
the 15 projects surveyed for the [reevaluation]… only
two were operating profitably, nine were operating at a
loss, four had closed down, and three had repaid their
foreign currency loans. Eight of the 15 projects surveyed
were insolvent. Of the six projects surveyed for the
PPAR, only one was operating profitably, and four were
insolvent, in arrears and under litigation…” (para 16)

“… Based on the 15 projects surveyed for the [reevalua-
tion], it is estimated that the Project generated export rev-
enues of approximately $9 million and additional direct
employment for some 4,3000 persons. The expected for-
eign exchange savings and employment impacts from the
Project were therefore not achieved.” (para 24)

“While the overall rationale for the Project was to provide
IDBP with foreign exchange to help finance private sector
industrial development projects, macroeconomic condi-
tions after 1988 were generally not conducive to making
viable project investments… These factors point to the
need for project design to take into account the operating
environment and ensure that objectives for the industry
sector in this case, are both financially viable and attain-
able through credit support…” (para 32)

“In consideration of the significantly less than expected
Project outcomes projected at appraisal, and (i) the low
operational achievements from supported projects, (ii) the
unacceptably high incidence of closures among subborrow-
er projects, (iii) the worsening operational and financial
performance of IDBP, and (iv) the nonsustainability of
institutional strengthening measures, IDBP IV is
reassessed as unsuccessful.” (para 40)
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The following section presents a representative sample of
completed projects rated “successful” (including “generally
successful” and “highly successful”), “partly successful,” and
“unsuccessful” by the ADB’s OED. Each project descrip-
tion consists of direct quotes from OED’s Project
Performance Audit Reports.

“Successful” Projects:
Walawe Irrigation Improvement Project  

“Partly Successful” Projects/Programs:
Agriculture Program Loan
Second Agriculture Program
Aquaculture Development Project
Kirindi Oya Irrigation and Settlement Project
Second Road Improvement Project

“Unsuccessful” Projects:
Sevanagala Sugar Development Project

“Both the project completion report (PCR) and the project
performance audit report (PPAR) for the first project con-
cluded that it would not achieve its long-term objectives
unless a carefully designed rehabilitation and improve-
ment program was undertaken to improve its perform-
ance and economic viability…” (para 2)

“The Project aimed to provide adequate, timely, and equi-
table irrigation supplies on a sustained basis for year-round
cropping, thereby increasing cropping intensity, crop yields,
and farm incomes, benefiting some 11,000 farm families
settled in the project area. Improvement in irrigation effi-
ciency was expected to ensure adequate irrigation supplies
for the existing and planned irrigation projects on the left
bank (LB) of the Walawe River, which were otherwise like-
ly to face water shortages due to excessive use of water in
the project area. In addition, the Project was to improve
rural water supply in the area by providing potable water to
scattered settlements and village centers…” (para 3)

Lack of Involvement of Farmer Beneficiaries
“…The [feasibility] study did not fully identify the need
to (i) take account of farmers’ capacity and adapt the
design accordingly; (ii) involve farmers in the design
process; (iii) develop their close involvement in the man-
agement and [operation and maintenance (O&M)] of
the system; and (iv) assess and recommend institutional
capacity improvement of [Mahaweli Authority of Sri
Lanka (MASL)] to manage the Project and support (i)-
(iii). More focus on these aspects could have promoted
local ownership and sustained operation.” (para 7)

“The problems being experienced with irrigation manage-
ment and passing responsibility for O&M to [farmer
organizations] highlight a number of factors that have wide
relevance to the irrigation sector in Sri Lanka and else-
where: (i) Mechanisms for beneficiary participation in the
design of irrigation projects should be carefully planned;
tackling participatory approaches on to a project during of
after the implementation is less effective. The involvement
of farmers from the outset of irrigation system rehabilita-
tion is needed to promote understanding of water manage-
ment issues and general ownership of the irrigation sys-
tem….” (para 54)

Appendix E:
Excerpts from OED Project Performance Audit Reports for Sri Lanka

ADB loan: $14.9 million 
Overruns: 4.5 years and $5 million
1999 ADB Rating: Generally Successful
Project Objective: “The original Asian Development
Bank (ADB)-supported Walawe Development Project was
implemented from 1969 to 1977. However, soon after
completion, it became evident that the irrigation system
had some design flaws and was deteriorating quickly, lim-
iting the level and sustainability of project benefits. The
Walawe Irrigation Improvement Project was intended to
capitalize on the investment for the first project and to
increase agricultural production, farm income, and employ-
ment opportunities in the project area by improving and
rehabilitating existing facilities.” (para 1)

“SUCCESSFUL” PROJECTS/PROGRAMS

Walawe Irrigation Improvement Project (1984)
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Flawed Analysis and Cost Overruns
“The study underestimated by around 75 percent the need
for new minor structures in the scheme, due to inadequate
analysis of the area topography. The number of new field
turnouts was also greatly underestimated (by 63 percent), as
were unit costs. The estimates were largely accepted at
appraisal and resulted in substantial cost overruns….”
(para 8)

“Project implementation consultants were retained for a
total of 174 person-months compared with the 60 person-
months envisaged at appraisal…” (para 9)

“…Costs met by MASL [the executing agency] exceeded
$16 million compared with a planned $2.7 million. Local
funding constraints were exacerbated by Sri Lanka’s budg-
etary problems. They would have been more severe if the
program loan had not included a condition requiring the
Government to allocate an additional SLRs500 million to
the Project from the counterpart funds under the program
loan. While this helped the Project meet its increased
financial demands, Government agencies consider that it
placed a strain on the Government budget in an already
difficult fiscal situation.” (para 12)

“The total cost of consulting services was $6 million com-
pared with $1.1 million budgeted at appraisal.
International consulting and training costs amounted to
about $1.7 million compared with $1 million budgeted…”
(para 14)

“The project baseline survey was undertaken in 1984, and
the report presented in December 1987. The survey col-
lected detailed socioeconomic information from a sample
of 624 settlers and 176 encroachers, about 6 percent of the
estimated 14,300 farm households. The report provided a
wealth of information on the status and income of bene-
ficiaries in the project area. However, it was not analyti-
cal and provided little guidance to project management
to improve implementation processes. The reasons for
segregating the sample into settlers and encroachers are not
defined, and few conclusions are drawn, particularly on any
differential need for services or support. A more focused
survey, collecting information on key indicators and devel-
oping recommendations for project management, would
probably have been more timely and relevant. No follow-
up surveys were undertaken, limiting the potential to
assess project impact…” (para 11) 

“Unless overuse of water can be reduced, it appears that the
water resources of the Walawe basin may be significantly
overcommitted. The deterioration of the [right bank] sys-
tem is likely to result in significant deficits, particularly for
the expansion areas on the [left bank]. In addition to
highlighting the need for remedial action, this points to
the need for adequate analysis of water balances to be
undertaken during project design, in this case of the [left
bank] expansion project. Existing analyses are largely
based on data from about 30 years ago, and updating is
now required to account for changes to the hydrology of
the catchment area….” (para 44)

Impacts on Local Communities
“At project commencement, around 40 percent of the pop-
ulation obtained drinking water from their own shallow
wells and a similar percentage from their neighbors’ wells.
The Project was intended to provide 250 tubewells. A total
of 261 tubewells were drilled, and 200 were equipped with
handpumps, including 113 classed as suitable for human
consumption; the remainder are to be used only for washing
and bathing due to high fluoride, iron, or salt content. The
safe fluoride level was set at 3.5 milligrams per liter (mg/l),
compared with a World Health Organization and Sri
Lankan standard of 1 mg/l. Of the equipped wells, only 40
percent would have passed the stricter limit….” (para 26)

“Water quality from the aquifers tapped by project tube-
wells is often quite poor, with fluoride levels in some wells
being well above the Sri Lankan standard of 1 mg/l. The
possible health risks from long-term use of this water for
drinking and cooking suggest that a further testing pro-
gram is necessary for both project tubewells and a sample
of nearby shallow wells so that residents can be advised of
the optimal water sources in their areas.” (para 50)

“Within the project area, major impacts relate to the
change in the overall water regime, for example, for
groundwater and surface water drainage. The numerous
drainage areas resulting from excess water use have
resulted in the loss of land, but offer compensation by
supporting a diverse bird population. The increased levels
of water use in downstream areas have resulted in about
300 ha of salinized lands being converted into productive
irrigated rice production. However, it appears that salin-
ization has now moved to 200 to 300 ha of nonirrigated
land downstream and is also causing damage to houses.”
(para 40)
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“The major direct and mainly negative external impact of
the Project has been the reduction in salt levels in the
Kalamatiya lagoon downstream of the project area. This
has resulted in a major loss of prawn population and pro-
duction, and excessive growth of waterweeds. It carries a
risk of algal blooms in the future, depending on nitrogen
and phosphorus levels in the drainage water. However,
residents adjacent to the lagoon have welcomed the reduc-
tion in salinity as the lagoon can now be used for washing
and in some cases for drinking….” (para 41)

“An estimated 20 percent of the land is leased illegally to
other farmers either for cash or a share of crop production.
There is also evidence of illicit selling and mortgaging of
land. Owner farmers often complain that lessees use excess
water and also blame those further up the main system for
water shortage. Conflict is also reported within a number
of [distributary canals (DCs)] and [field canals (FCs)].
Land allotment and boundary disputes are reported to be
common, exacerbated by increasing population pres-
sure.” (para 28)

Unsustainable Benefits
“…Regardless of past performance, the ongoing fast dete-
rioration of irrigation canals and deliberate destruction of
irrigation control structures mean that, unless these are
quickly corrected, water use and crop production efficiency
will significantly drop and many of the gains under the
Project will be lost within about 10 years.” (para 42)

“Despite the high [economic internal rate of return
(EIRR)], there is little justification for a repetitive cycle
of rehabilitation. Particularly in the country’s irrigation
sector, where there are few cost recovery systems in oper-
ation, further rehabilitation of schemes such as Walawe
within a few years of completion does not represent a
sound use of limited Government finance. It follows that
sustainability is considered a key factor in determining
project rating, and the Project will score badly on this count
unless urgent remedies are taken by MASL to resolve the
impending problems of the scheme.” (para 37)

“Agricultural product marketing, particularly of bananas,
has evolved rapidly. However, both vegetables and bananas
are subject to seasonal oversupply and reduced prices. A
price collapse for such commodities is not uncommon. It
would have serious implications for farmers and farming
communities, particularly if it were to last for several
months or longer….” (para 48)

“The project experience to date highlights a number of
issues. Key among these are the need for improved water
management if water demand in the Walawe basin is to be
met, and the need for a progressive and participatory
approach to be taken to irrigation rehabilitation.” (para 43)

“Experience with irrigation system rehabilitation under
the Project indicates that a different approach to irriga-
tion project formulation, design, implementation, and
operation is necessary to avoid (i) costly cycles of repeat
rehabilitation soon after completion, (ii) resulting benefit
shortfalls, and (iii) lack of overall sustainability. The opti-
mal approach is a gradual and progressive process that
focuses on institutional upgrading and participation by all
stakeholders.” (para 53)

Conclusions
“The Project was implemented more or less as planned,
but at greatly increased cost and with substantial
delays… In the short term, project objectives were
attained, and the rehabilitated areas have demonstrated
high productivity. Crop diversification away from rice has
exceeded expectations, and the area is now a major source
of bananas and vegetables for urban markets. Farm
incomes have increased by about half…” (para 51)

“While the development of the banana industry is positive,
it also carries some risks, particularly in relation to market-
ing. Ongoing effort will be required to promote reasonable
market stability. Another issue is that project facilities are
deteriorating due to a combination of deliberate damage
by farmers and a lack of maintenance. While [farmer
organizations] have been established and many are operat-
ing effectively, most have not yet taken full responsibility
for O&M. Unless the situation is corrected rapidly, there
is a high probability that the scheme will revert to the low
preproject levels of irrigation efficiency and that irrigat-
ed area will decline to previous levels. Under this sce-
nario, a further rehabilitation of the project would be
required within 10 years. At the same time, water avail-
ability to the expanding [left bank] will be severely limited,
reducing the performance of both new and rehabilitated
areas… Overall the Project is judged to be generally suc-
cessful, not withstanding the need for urgent remedies
mentioned here.” (para 52)
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Program Design Ignored Key Policies, Institutional
Constraints and Appropriate Sequencing of Reforms
“…Nevertheless, while APL1 was broad–based, key
macroeconomic and sectoral policies that have a signifi-
cant effect on agriculture, such as the exchange rate, fis-
cal balance, administrative wage rates, agricultural prop-
erty rights, and public expenditures in agriculture were
not part of the reform agenda, reflecting the lack of a
comprehensive assessment of the policy environment
surrounding the sector.” (para 11)

“…Concurrently, macroeconomic stabilization programs
were mounted by [the International Monetary Fund
(IMF)] and [the World Bank] while policy and institution-
al reform projects were supported by bilateral agencies.
While the Bank assumed the lead role in agriculture sector
reform, there is little evidence to suggest that coordination
between the Bank and the IMF was used to forestall
macroeconomic developments adversely affecting agricul-
ture.” (para 17)

“A comprehensive assessment of the macroeconomic
policy and institutional constraints affecting agriculture
as opposed to a sectoral analysis was not carried out. Key
policy constraints on efficient growth, such as import
licensing, high and uneven tariffs, and ill-defined rural
property rights were not addressed. More realistic perform-
ance indicators could have been established and the link-
ages between external conditions, sector reforms, and agri-

cultural performance clearly analyzed. Little attention in
Program design was accorded to public awareness or
education of policy makers.” (para 24)

“The proper sequencing of reforms appeared to be lack-
ing. Liberalization of fertilizer marketing in the absence of
a regulatory capacity for controlling fertilizer quality had
made product adulteration easier. Liberalizing the rice
trade, before producer marketing capacities were devel-
oped, resulted in widening trade margins. More generally,
the reduction in subsidies and increase in capital costs,
while correcting distortions, lowered the overall competi-
tiveness of the sector. Given limited immobility of labor
and shallow credit markets, the flow of agricultural
resources into more competitive endeavors was limited.”
(para 25)

Failure to Generate Lasting Socioeconomic Benefits
“Generally, because limited progress was achieved in
Program components where significant net socioeco-
nomic benefits would have occurred (e.g., rural credit
market development and increased public sector invest-
ment in agriculture), APL1 did not have a significant
socioeconomic impact.” (para 52)

“The Program was followed closely by [Agriculture
Program Loan 2 (APL2)] which continued and broadened
reforms in the area of tree crop taxation… While APL2
did deepen reforms in APL1, some of the key lessons of
APL1 were not fully reflected in the design of APL2;
such as, (i) the exclusion of irrigation [operation and main-
tenance (O&M)], irrigation and rural credit policies, from
the scope of APL2 although reforms were only partly
implemented in these areas under APL1; and (ii) lack of
special studies and consensus–building activities in the pri-
vatization of the sugar and milk industries. The opportuni-
ty to build on progress in past reforms, however limited,
was therefore not fully exploited.” (para 56)

Conclusions
“The Government demonstrated its commitment to

undertake a series of policy and institutional reform meas-
ures by establishing the necessary legislation, rules and
guidelines, and by undertaking the studies and restructur-
ing called for under APL1. Only a few, though important,
measures were not fully implemented. Certain reforms
have improved opportunities for private sector participa-
tion in the sector (fertilizer and paddy marketing),
enhanced incentives for export agriculture and reduced the
fiscal burden. On the other hand, the macroeconomic

ADB loan: $80 million 
1996 ADB Rating: Partly Successful
Program Objective: “The stated overall objective of
[Agriculture Program Loan 1 (APL1)] was to revitalize
the agriculture sector. It was intended to improve overall
productivity and growth of the sector, achieve a high
degree of self-reliance in rice, enhance export earnings
from tree and minor export crops, and promote agro-
industries. APL1 was also intended to prepare the ground-
work for further market–oriented reforms in agriculture by
emphasizing the use of market signals for resource alloca-
tion, encouraging a higher level of private sector participa-
tion in crop agriculture development and irrigation
improvement schemes, and stimulating private investment
and efficient financial intermediation in agriculture.” (para 12)

“PARTLY SUCCESSFUL” PROJECTS/PROGRAMS

Agriculture Program (APL1) (1989)
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environment had become unfavorable to agriculture, aggra-
vated by the need to devote greater resources to overcom-
ing the security problems; major reforms were reversed,
program measures were generally ineffective in improv-
ing extension, rural credit and O&M, and the Program
was unable to revitalize agricultural investment.
Overall, the Program is considered partly successful at
this time in view of the mixed results achieved in policy
and institutional reforms, and the nonsustainability of
some of the reforms.” (para 66)

Inadequate Stakeholder Consultation, Lack of
Performance Indicators and Monitoring Systems
“Lack of clear and consistent sector policies, limited
capacity to design and manage complex public enterprise
divestitures, limited stakeholder consultation, and lack
of public awareness of APL2 reforms all hampered pro-
gram implementation.” (para 26)

“No monitoring and evaluation system was in place at
the beginning of ALP2…Under the terms of the loan the
Government was required to provide an impact assessment
to ADB, but it did not. Instead, it submitted a request to
ADB for consultant assistance to undertake an impact
evaluation study. In light of the limited number of agreed
policy reforms that had been fully completed and sustained
and the failure to have a monitoring and evaluation system
that could provide benchmark data for comparative pur-
poses, an impact assessment would have been of limited
value.” (para 29)

“APL2 was designed to help the Government raise agricul-
tural productivity and growth and support the implemen-
tation of its market-oriented agricultural policy
reforms…However, no mechanism, such as a logical
framework, was prepared at appraisal that would identify
the relationship between the proposed policy reforms
and the social and economic objectives, nor were the key
performance indicators identified. The degree to which
policy change was accomplished, rather than the impact
of that change on investment or sector performance,
became the default indicator of APL2 performance.”
(para 31)

Program Reforms May Have Increased Overall Poverty
“There is no evidence that APL2 has triggered a revital-
ization of the agriculture sector. The sector grew by some
2.3 percent per annum in the 1990s, almost exactly the
same rate of growth achieved in the 1980s. In per capita
terms, agricultural incomes rose by some 10 percent over
the decade, while economy-wide incomes increased by 65
percent. APL2 did not specifically target poverty reduc-
tion. Between 1990 and 1996, poverty levels (measured
using the higher poverty line) increased from 33 percent
to 39 percent of the total population, of whom some 88
percent lived in rural areas. While 1996 was a drought
year, it would be difficult to conclude that APL2 reforms
made a positive contribution to rural poverty reduction.
Indeed, some of the APL2 reforms may initially have
contributed to higher rates of rural poverty. The han-
dover of the government plantations to the private sector
was accompanied by a decline in the quality of social
services, particularly in reduced access to health facili-
ties, and availability of drugs previously provided by the
plantations. The closure of two sugarcane companies
contributed to some hardship for an estimated 14,000
cultivators formerly supplying those mills. However, the
elimination of plantation crop export taxes raised the gross
returns of smallholder tea, coconut, and rubber cultivators
by nearly 10 percent per annum, and in so doing, made a
positive contribution to rural poverty reduction.” (para 41)

“The sustainability of APL2 reforms on the whole is
doubtful…Reforms in the dairy and sugar subsectors
have resulted in a considerable increase in the nation’s
reliance on imported sugar and dried milk powder. While
this may be a more efficient outcome, it hardly suggests
that reforms have been sufficient to inspire or sustain
domestic productivity growth…” (para 54)

ADB loan: $60 million ($30 million utilized)
2001 ADB Rating: Partly Successful
Program Objective: “The main objectives of [Agriculture
Program Loan 2 (APL2)] were to (i) support the
Government’s agriculture programs to increase productiv-
ity in agriculture, (ii) help the Government’s endeavor in
introducing extensive reforms in the agriculture sector, (iii)
sustain the policy reforms and institutional strengthening
implemented under [Agriculture Program Loan 1
(APL1)], and (iv) assist the Government in meeting the
continued need for imports of agricultural inputs required
for agricultural investment.” (para 4)

Second Agriculture Program (APL2) (1991)
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Conclusions
“The major loan covenants were partly complied
with…[Ministry of Finance (MOF)] did not provide quar-
terly progress reports and made no final impact assessment.
With respect to the policy reform conditions, a lack of sat-
isfactory progress in privatizing state-owned sugar, fertiliz-
er, and dairy companies, and divesting an adequate number
of seed farms, and the failure to abolish fertilizer subsidies
were the main reasons for the three delays in the closing
date and were the eventual cause for the cancellation of the
second tranche.” (para 28)

“A major thrust of APL2 was to phase out government
intervention in the agriculture sector. Rolling back the
commercial role of the Government and creating greater
scope for private sector initiatives in agriculture were
appropriate reform thrusts… though some design elements
such as the divestiture measures in the sugar industry were
inappropriate. The prerequisites for successful
privatization in a number of subsectors were lacking.
Divesting the commercial role of the State, and creating
greater scope for market forces and private sector
investment in agriculture were necessary, but
insufficient, to revitalize agriculture… There is a
potential conflict of any reform measure with the
longstanding policy of self-reliance that was
underestimated during APL2 formulation. A failure to
address these constraints in an integrated manner, and to
provide a supportive macro-economic environment, partly
explains the sluggish response of the sector to a more
private-sector-oriented policy regime.” (para 52)

“… APL2’s efficacy was moderate.” (para 53)

Deficient Design
“…the sites targeted for freshwater hatcheries, fry rearing
ponds and [National Inland Fisheries Development Center
(NIFDEC)] were selected without proper site selection
criteria (such as water and land availability, soil suitability,
etc.) and anticipation of potential land acquisition prob-
lems at the sites. The target for the development of 10,000
ha under the seasonal tanks program was overly optimistic.
The design of the Project also did not take into account
the sociocultural sensitivity of Project area inhabitants.
Some of the seasonal tank sites were located near sensi-
tive places such as places of worship. These factors, cou-
pled with the abrupt and unexpected change in
Government policy in July 1990…necessitated a sub-
stantial reduction in the scope of the Project….” (para 17)

“The Project suffered from a number of design deficien-
cies. The introduction of new technologies such as the
use of pens and plastic pools for carp rearing and polycul-
ture for [Shrimp Hatchery Complex (SHC)] proved to be
impractical, expensive and not viable under local condi-
tions. In promoting freshwater fisheries production, the
Project design focused exclusively on stimulating produc-
tion from seasonal tanks. This focus was found overly opti-
mistic because fish production from seasonal tanks was, by
and large, a new activity, whereas fishing in reservoirs was
well established. Building on the existing activity should
have been the primary focus, with a more realistic and
slower buildup planned for the new seasonal tanks activ-
ity.” (para 18)

“The Bank provided a [Project Preparatory Technical
Assistance] for $105,000 in a cost-sharing agreement with
FAO which provided $92,000 to prepare a report on the
feasibility of the Aquaculture Development Project…
Although the terms of reference for the PPTA included a
detailed study on institutional capability and sociocultural
aspects of target groups to ensure that Project objectives,
scope and implementation arrangements were compatible
with social customs, cultural practices, needs and prefer-
ences among the target groups, this was inadequately cov-
ered… it was concluded that the [report] was poorly pre-
pared and was a weak document for the appraisal. Whilst
the rationale and objectives as well as the main components
proposed were appropriate, detailed analysis on site selec-
tion, land acquisition, socioeconomic and engineering
aspects, and costs of the [shrimp hatchery complex] and
of private sector commercialization aspects were inade-
quate.”

ADB loan: $17.27 million ($6.4 million utilized)
Overruns: Nearly 2 years 
1995 ADB Rating: Partly Successful 
Project Objective: “The Project was formulated with the
goal to develop a viable aquaculture industry. The main
objectives of the Project were to (i) increase fish produc-
tion from aquaculture for domestic consumption; (ii)
establish the basis for shrimp culture to earn foreign
exchange; and (iii) strengthen the institutional infrastruc-
ture for the future development of aquaculture in Sri
Lanka.” (para 11)

Aquaculture Development Project (1983)
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Lack of BME and Baseline Data
“The [benefit monitoring and evaluation (BME)] com-
ponent, provided under the Project, was not implement-
ed because of lack of local expertise in developing and
conducting the BME system. This problem could have
been overcome if [Ministry of Fisheries and Aquatic
Resources Development’s (MOFARD)] capability to
plan and implement the BME component had been
assessed during appraisal.” (para 19)

“In light of the lack of BME information in this and
many other post-evaluated projects, the task of monitor-
ing project progress, initiating mitigating measures dur-
ing implementation and conducting postevaluation
incorporating social and other cross-cutting issues has
been difficult…For the purpose of postevaluation, espe-
cially the need to determine social impact, Bank resorts to
providing impact evaluation technical assistance to collect
social impact data. But this may not be effective as in
many cases baseline information was not available as a
benchmark survey was not done...” (para 49)

Inadequate Project Supervision 
“…The work carried out by contractors for pond con-
struction and related civil works in some [Inland
Freshwater Fisheries Stations] were substandard. In
some cases, supervision during construction was difficult as
a result of civil disturbances. In addition, most works were
completed by the time the Government decided to change
its policy. This allowed no opportunity for commissioning
and testing the structures. The facilities were conse-
quently left idle for around two years until the private
sector lessees took over. In the interim, the facilities were
not maintained and significant deterioration
occurred….” (para 20)

“…Although the Bank provided the Government initial
assistance in drawing up the original contract, the final
agreement reached between the consultants and the
Government was more favorable to the consultants. For
example, the contract lacked specific performance crite-
ria for the ponds and contained no penalty in the event of
poor construction and weak structures….” (para 21)

“Weak Project management, compounded by cumbersome
Government procedures, was the major reason for the delay
in implementation and low level of achievement of Project
targets. Because of the failure to appoint a full-time
Project Director until about five years after loan effectiv-

ity and the insufficient number of staff assigned to the
[Project Implementation Unit (PIU)], the Project lacked
direction and impetus in the critical early years. The
inability to recruit a Project Director was reportedly due to
insufficient financial incentives to attract a suitably experi-
enced candidate to the post. This problem should have
been resolved at a relatively early stage of Project imple-
mentation, through cooperation between the Bank and
the Government. Delays in the recruitment of consultants
and the decision not to recruit a number of the proposed
consultants, together with the generally unsatisfactory per-
formance of the SHC consultants…also contributed to
poor Project performance.” (para 23)

“During Project implementation, Bank fielded 15 Review
and Special Project Administration Missions with a staff
input of about 249 person days. In terms of number of mis-
sions, this was considered adequate. However, the mis-
sions fielded during the first three years were mostly of
short duration (less than a week) and accomplished little
in resolving implementation problems….” (para 24)

“In light of poor preparatory work done by the [Project
Preparatory Technical Assistance] team, it is vital that
Bank give grater [sic] emphasis on providing advisory
input and guidance… to ensure that the Project design is
formulated in line with the Bank’s and the Government’s
strategy frameworks, and that all detailed information is
adequately presented for further analysis…. During the
initial critical years of Project implementation, Bank
supervision needs to identify emerging problems at a
much earlier stage and to react with appropriate assis-
tance in a more timely fashion….” (para 52)

Conclusions
“The project laid the foundation for the development of an
aquaculture industry in Sri Lanka. The institutional
strengthening component contributed substantially to an
awareness and the development of the sector. Despite the-
ses achievements, the Project’s goal of assisting in the
development of an aquaculture industry through develop-
ment of existing natural resources and providing the pio-
neering efforts to establish brackish water cultures was not
fully achieved… The direct impact of the project is signif-
icantly less than expected. Nevertheless, the Project has
provided the demonstration effect and highlighted the
market niche towards commercialization of aquaculture
industry through private sector participation….” (para 50)
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Misguided Project Design and Failure to Consider
Lower Cost Alternatives 
“At the time of formulation, a number of development
options for the Kirindi Oya area had been debated for
many years by irrigation engineers and local politicians.
Alternatives ranged from small-scale projects with small
reservoirs in various locations, to major schemes involving
water transfer between river basins. Although much of this
analysis was at the reconnaissance or conceptual stage,
consideration of alternatives during project preparation
might have defined a more cost-effective solution than
the design selected by the Government and eventually
implemented. For example, according to the
Government’s [project completion report (PCR)] ‘the
much-discussed decision about the dam location was
apparently motivated by the need to maximize the new area
to be brought under irrigation rather than by consideration
of what would be the most cost-effective approach. The
Lunugamvehera location required building a much larg-
er dam than sites upstream would have required, thus
greatly raising the cost. In the light of the low water
inflows subsequently experienced, this proved to be a
costly decision.” (para 8)

“Overall, the performance of ADB was satisfactory, though
with hindsight, it is clear that errors were made at the time
of the original design. By combining an increase in

expected irrigable area with a decrease in costs compared
with feasibility study estimates, the appraisal artificially
increased the level of expected performance to an unsup-
portable level, necessitating two additional loans to com-
plete development. At the same time, the Government’s
preferred development option was accepted too readily;
consideration of alternatives at the feasibility stage may
have led to a more cost-effective solution. Following the
poor initial design, ADB and the Government made major
efforts to salvage the Project, by ensuring that sufficient
finance was available to complete development. The nega-
tive impact of the initial project design on livestock herd-
ing was recognized in the Phase II appraisal, but the design
of the livestock component did little to reduce problems
and conflicts.” (para 52)

“The feasibility study did not include institutional
analysis, nor did subsequent appraisals, beyond the pres-
entation of organization charts and assessment of
staffing levels. Institutional development was largely
treated as a by-product of project implementation rather
than as a project objective or component. Performance
weaknesses, as they emerged, were addressed by the
assignment of more consultants, which assisted in com-
pleting the Project. However, the consultants had little
sustained impact on institutional development, since they
addressed specific technical problems rather than institu-
tional issues. A number of local staff did benefit profession-
ally from their association with consultants, though lan-
guage barriers, different skill and experience levels, and
time pressures often tended to limit benefits. All the insti-
tutions participating in the Project continue to suffer in
various degrees from structural, budgetary, and motivation-
al constraints.” (para 44)

“ADB fielded 36 missions in support of the Project, an
average of two per year. Preappraisal, appraisal, fact-find-
ing, and reappraisal totaling eight missions helped with
adjusting the project funding and scope to increasingly dif-
ficult circumstances. The initial preappraisal and apprais-
al missions involved only 28 staff days (involving seven
specializations during appraisal), which seems to reflect
overconfidence in dealing with a new project in an
untested institutional environment.” (para 19)

Small Number of Beneficiaries at Large Cost with Time
Overruns of 112 Percent
“…It is not surprising that strategic objectives have
changed over the 22 years since project design and it is
unlikely that the Project as designed would be approved

ADB loans: $60.6 million total ($45 million utilized)
Overruns: Nearly 8 years 
2000 ADB Rating: Less than Successful 
Project Objective: “The Project was intended to increase
rice and other field crop (OFC) production, generate
employment, save foreign exchange, and use underutilized
land resources. The scope of the Project closely followed
the design requested by the Government and defined in
the feasibility study. The main components were (i) the
construction of a 5-kilometer (km) earthfill dam with
sluiced spillway and gates, (ii) rehabilitation of the 3,675-
hectare (ha) Ellegala irrigation system which was irrigated
from a series of small traditional reservoirs (tanks) and
improved water supply to the 850 ha Badagiriya system,
(iii) development of new irrigation on 8,410 ha, and (iv)
settlement of 8,320 families including 333 households
from the reservoir area who would be given land for settle-
ment and irrigation together with supporting infrastruc-
ture.” (para 3)

Kirindi Oya Irrigation and Settlement Project (1977)



Page 87

Sri Lanka - Kirindi Oya Irrigation Project

today. The expenditure of close to $100 million to bene-
fit a relatively small number of settlers can be considered
of limited relevance in the context of overall develop-
ment needs and poverty alleviation in the southern dry
zone. With the benefit of hindsight, a different approach
to irrigation and dryland development would have been
more appropriate, including rehabilitation of existing
tanks, development of small-scale pump or tank based
irrigation, and assistance to slash and burn and livestock
farmers. This would have benefited a larger number of
families at lower cost. Despite these reservations, the
Project is classified as relevant.” (para 46)

“Implementation took nearly 17 years from loan effec-
tiveness compared with eight years expected at appraisal.
The major delay related to construction of the dam, which
was completed in 1986, four years behind schedule….”
(para 13)

Low Economic Rate of Return and Unlikely
Sustainability
“… considering alternative options at project preparation
rather than basing the selected design on the desire to max-
imize the new area to be brought under irrigation could
have led to a more cost-effective solution…The low [eco-
nomic internal rate of return (EIRR)] of 2.6
percent…compares with a rate expected at appraisal of 17.6
percent. Overall, the Project is considered to have repre-
sented an inefficient use of resources.” (para 48)

“…While water shortages over the past 14 years have been
severe on many occasions, developments in the catchment
suggest that increasing problems will be experienced. This
will require great efforts on the part of scheme manage-
ment and water users to develop water saving systems, such
as increasing the area of upland crops, introducing rice
transplanting, and improving irrigation efficiency.
Substantial improvement is also required in catchment area
planning and management. The second key area affecting
sustainability is the level of, and responsibility for, O&M
[operation and management] with the need to develop
[water user group (WUG)] funding of scheme O&M.
Experience in the ADB-financed Walawe Irrigation
Improvement Project suggests that development of fully
effective user-funded O&M is a long-term undertaking
requiring substantial outside assistance. In combination,
these two major factors lead to a sustainability rating of
less likely.” (para 49)

Exacerbating Inequality, Harming Communities, and
Degrading the Environment
“WUGs have been established for the irrigation system.
These have helped to articulate members’ concerns in the
meetings preparing seasonal plans for cropping and irriga-
tion water release.... Many settlers brought in from out-
side the project area appear to have obtained their allot-
ment by political influence. They have not established
residence in the project area and only visit the area for
plowing, sowing, and harvesting. This hampers the
development of community spirit and the functioning of
WUGs….” (para 45)

“Many of the 3,950 settlers of Phase I were given their
land allocations several years prior to the supply of irri-
gation water. This process is termed ‘advanced alienation,’
a government policy designed to discourage squatters from
occupying tracts of land earmarked for development.
These settlers had to be sustained by food assistance
under the World Food Program for longer than antici-
pated due to implementation delays. The first new tracts
of the command area were irrigated in 1987 and the last
from 1994. Implementation of the livestock, woodlot, and
credit components continued until loan closing in January
1995, with targets not met.” (para 14)

“No account was taken of livestock under Phase I.
According to the Government PCR since the emphasis of
the Project was on settler-based crop production, about
1,800 ha of scrub used for grazing were cleared and a large
number of irrigation tanks that provided drinking water
and wallowing sites for cattle and buffalo were leveled.
These activities had an adverse impact on the livestock
husbandry practiced by herdsmen in the old area. No
thought was given to these pervasive problems at the
planning stage of the Project…Most of the problems
faced by herders today are the result of this negligence.’”
(para 25)

“At the time of the impact evaluation survey in March
1994, average income among the Ellegala farm families
was SLRs5,566 per month. New area settlers were less
well off with family incomes averaging just over
SLRs3,000 per month. With an average new area family
size of 5.6, this equated to an annual income of
SLRs6,500 per capita or around $135 at the prevailing
exchange rate of SLRs48/$.12 At this level, at least the
bottom 50 percent of new area settlers were likely to be
below the poverty line. Nonetheless, a striking feature of
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the area is the number of new houses that have been built
and a dynamic economy, with active markets and transport
services for example. The level of affluence that has been
achieved, patchy though it is, can largely be attributed to
the Project.” (para 37)

“No comprehensive environmental impact assessment was
required when the original loan was prepared in 1977.
Subsequent reports and the project impact evaluation study
(the Government’s PCR) drew attention to several environ-
mental issues and impacts. The Project converted over
4,000 ha of land with soils and development potential
similar to the soils found in the command area into a
reservoir. Aside from secondary jungle and scrub (with
the timber potential reportedly already exploited at feasi-
bility stage), the reservoir area contained nine hamlets or
villages, two minor tanks irrigating 35 ha of rice for one
season, and 565 ha of shifting cultivation.The population
in the reservoir area was estimated at feasibility stage at
1,400, living in 333 households. Two ruins of Buddhist
temples, Rakingala and Digawapichettiya, were known to
be located in the reservoir site. These had not been inves-
tigated by archeologists but were not considered signifi-
cant by the Archeological Department. The inundation
of the reservoir area somewhat reduced habitat for
wildlife in the adjacent national park….” (para 40)

“The operation of the reservoir has had a number of envi-
ronmental consequences, some foreseen at feasibility stage,
others not. Even with controlled irrigation water distribu-
tion, a risk was seen that drainage water would affect the
brackish water lagoons and bird sanctuaries downstream.
Appropriate diversion of drainage water was suggested.
‘Free flow’ management, that is typical of irrigation prac-
tice in Sri Lanka, has aggravated the problem. The
Embilikala and Malala Lagoons have effectively changed
into fresh water lagoons due to excessive flow of drainage
water. This has destroyed the environment for brackish
water shrimp from which many residents in the area
made a living and on which birds in the adjacent bird
sanctuary depended. The shrimp fishermen had to
change to less lucrative fishing for freshwater fish.
Diversion of the flow of drainage water to restore the
lagoons to their original state would be an expensive under-
taking and a corresponding cost of the Project.” (para 41)

“The Project has reduced the grazing areas for herds of
cattle and buffalo, while irrigation canals disrupt their
movements from one area to another. As a consequence,
livestock stray into rice fields and cause damage to canal

embankments where grass is usually plentiful. Conflicts
continue between the influential and fairly prosperous
herdsmen and the settlers. With respect to wildlife, irri-
gation development has obstructed the established
migratory pattern of elephants, whose habitat is increas-
ingly encroached upon, leading to damage to crops and
occasional injury or death of humans or elephants; both
populations are large for their supporting environments.
On the other hand, the Project has expanded the elephant
habitat through the creation of the Lunugamvehera Park
that is north of the reservoir and connected with the Yala
Park.” (para 43)

Conclusions
“The Project overall has been reasonably effective in terms
of developing irrigation within the command area.
However, efficacy is significantly reduced by the limited
area of new irrigation, which resulted in a greatly
increased cost per hectare of new or upgraded irrigation.
The Project has broadly achieved its objectives in terms of
increasing rice production…The reduced area of new irri-
gation limited the number of settlers that could be
brought into the area by around 40 percent compared
with appraisal, while many settlers have yet to take up
residence, leading to a less than effective settlement out-
come. The efficacy of the livestock, forestry, and agricul-
tural extension was low, contributing to an overall effica-
cy rating for the Project of less satisfactory.” (para 47)

“Major parts of the Project have been built as originally
designed, including the dam and most of the main canals.
The new irrigation area fell one third short of target while
water availability was reduced by an apparent decline in
rainfall and significant irrigation development in the catch-
ment threatening project sustainability. While the past few
years have seen improved rainfall and irrigation scheme
management, the environment remains risky and limits
innovation and farmers’ ability to pay for scheme O&M.
Settlement infrastructure is well developed and appreciat-
ed by the settlers, in particular the piped supply of drinking
water. In terms of family income, many settlers remain
poor and malnutrition remains widespread in both new
and old areas. Positive and negative environmental impacts
are more or less balanced with some reasonable expectation
that the remaining problems may be corrected.
Significant cost overruns, time overruns, and benefits
below expectation have resulted in poor economic per-
formance. In spite of some positive achievements, the
Project is considered less than successful…” (para 51).
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Lack of Road Maintenance Threatens 
Project Sustainability
“…Nevertheless, little expenditure has been made on main-
taining the road surface, and cracks and other defects are
beginning to appear. The roads are in a precarious position; if
maintenance efforts are not increased, it is probable that rapid
deterioration and loss of benefits will soon occur.” (p. 1)

“Road maintenance was to be addressed by supporting the
fledgling road maintenance contractor industry with
equipment and training. In these broad terms, the project
design was sound. However, as it turned out, the compo-
nents to improve road maintenance did not prosper even
though the inputs were procured. The Project ended up
being simply the improvement of selected roads without
any provision for their long-term sustainability or solu-
tion of the fundamental national problem of inadequate
road maintenance…even if Government policy did not
change, it is unlikely that the road maintenance improve-
ment components would have succeeded as their detailed
design was flawed. As designed, these components focused
on only part of the problem, namely, equipment and skills,
whereas adequacy and continuity of work and finance for
private contractors, and at the national level, the planning
and financing of the road maintenance program, were of
equal importance and constitute important constraints for
both road maintenance and the road contracting indus-
try….” (para 8)

“The Project aimed to improve maintenance quality and
efficiency by expanding the role of small contractors in
such works, and providing them with appropriate equip-
ment and training. Change in Government policy at the
start of the Project effectively meant that all road mainte-
nance works were contracted to RCDC…There is no evi-
dence of increased use by small contractors....” (para 28)

“At the broader sector level, a review of the planning and
decision-making process for road maintenance reveals a
lack of systematic planning and implementation of road
maintenance works. There is no operational road manage-
ment system, and suitable information for planning and
evaluating roadworks, while collected, is not adequately
processed or used…Such a system has little probability of
being efficient. The project roads provide an example of
this inefficiency. Maintenance funding has continued at a
level similar to that prevailing before the Project, but has
been allocated to the repair of shoulders and cleaning of
roadsides. Despite the presence of cracks and other defects,
the pavement has not yet received any maintenance and if
action is not taken soon, special effort will be required to
overcome damage caused as a result of neglected mainte-
nance” (para 30).

“…The sustainability of the two project roads is not
ensured.” (para 31)

Design Weaknesses Increase Environmental and 
Safety Hazards
“The road was designed with flexibility to change stan-
dards, such as the road shoulder width, in areas where the
normal standards would be difficult to achieve. Such flexi-
bility was particularly useful in limiting cost in the winding
sections of hilly areas. However, in some hilly areas, an
increase in standards may have proved beneficial, but this
aspect of the flexible design approach was not utilized.
The road designs contained details that are now not con-
sidered good practice, for example, leaving shoulders
unsealed and not extending all drainage structures
beyond the road shoulders. Subsequent ADB projects
have avoided these two design weaknesses.” (para 10)

“Frequent erosion of the unsealed shoulders occurs, con-
tributing to increased maintenance and potential for dam-
age to the road. The drainage structures that extend just to
the width of the paved carriageway rather than the full
width of the road constitute a safety problem, particularly
at nighttime.” (footnote 1, p. 3) 

“Nationally, traffic accident rates have increased substan-
tially over the past decade and the Government has initiat-
ed efforts to improve the situation. In this respect, the
Project missed one opportunity to improve safety. Many
culverts and drainage structures repaired under the
Project extend only to the edge of the pavement causing
the road shoulder to end abruptly, which creates a poten-
tially dangerous situation, particularly at night given the
lack of street lighting. A better arrangement would have

ADB loan: $36.5 million ($30.6 utilized)
Overruns: 4.5 years 
2000 ADB Rating: Partly Successful
Project Objective: “The Project was to contribute to the
Government’s efforts to improve the main national road
network, and thus facilitate economic development. To
achieve this, the Project aimed to (i) improve 390 kilome-
ters (km) of roads and bridges to a level where they would
be economically maintainable and provide reliable trans-
port at reduced cost, and (ii) increase the efficiency and
quality of road maintenance.” (p. 1)

Second Road Improvement Project (1987)
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been to extend the width of these structures so that they
accommodate the full road including the road shoulders.
The OEM noted that subsequent ADB projects have
incorporated this lesson.” (para 37)

Contracting Problems Lead to Changes in Project Scope
and Higher Costs
“The tendering process for the roadworks suffered from a
variety of problems that eventually led to reducing the
length of road upgraded. Initially, the roadworks were
packaged into three contracts for international competitive
bidding. There was a half-year delay in calling tenders for
these contracts. Only two companies tendered, one for two
of the three contracts and the other for all three con-
tracts…However, the Government wanted to award one
of these contracts to [Road Construction and
Development Corporation] RCDC; ADB objected to
this as RCDC had not been prequalified and was a
Government-owned corporation. The bid of the only
tender for the third contract was far higher than expected.
The combination of high bid for one contract and the
Government’s request to award one contract to RCDC
delayed the award of tenders, and eventually the validity
period of the bids expired and the company that submitted
the lowest bids for two contracts withdrew. This left one
company, which bid for each of the three contracts. As
these three bids were much higher than the expected
amount, the bidding was canceled. A second round of ten-
dering was conducted, but because of the delays already
incurred and continued civil unrest, higher than budgeted
bid prices were expected. Thus, the roads were first
repackaged into several smaller contracts to increase
flexibility in matching contracts with available funds. As
it turned out, prices were higher than budgeted, and
eventually only two contracts totaling 147 km, which was
the maximum that could be accommodated by the project
funds, were awarded. One contractor was successful in
winning both contracts.” (para 11)

“The actual project cost was $56.15 million, about 23 per-
cent higher than expected. However, this Project was
much smaller and differently structured than planned. The
most significant reduction in the project scope was in the
length of road improved, which was reduced from 390 km
to 147 km because of higher than expected unit costs for
the roadworks. Even with the reduction in scope, the road
improvement component increased to account for 83 per-
cent of the Project, compared with the expected 65 percent.
To partly fund the increased costs of the roads, some
other components were reduced slightly. Small savings in
the road maintenance components also occurred because of

lower unit prices for some inputs. The project costs also do
not include the cost of four bridges that were removed from
the Project and completed by the Government…” (para 17)

“It is noteworthy that the actual price escalation for con-
struction works in Sri Lanka was around 12-15 percent per
year, whereas the local cost price contingency allowed at
appraisal varied from 1-5 percent per year, reflecting a lack
of realism in estimating costs for the Project.” (para 18)

Failure to Collect Monitoring Data
“…[Road Development Authority, the executing agency,]
failed to comply with the loan covenants requiring the col-
lection and analysis of road performance monitoring data.”
(para 15)

“… The data collection and analysis was supposed to con-
tinue for two years after project completion. Although
[ADB’s Project Completion Report] claims that the
covenant was complied with, the only data available com-
prises some raw unprocessed traffic counts and road rough-
ness indices. There is no information on maintenance
cost performance and no analysis. The available infor-
mation is insufficient to provide anything other than a
weak indication of the performance of the roads….”
(para 22)

“Altogether, the evidence indicates that up to the time of
the OEM, the roads have provided reliable transport at
reduced vehicle operating costs (VOCs). Traffic volumes
for which these benefits apply meet or exceed expectations.
However, there is insufficient data to assess the effect of
these transport improvements on the general public and
on economic activity in the vicinity of the roads. The
achievements also relate to only part of the expected life of
the roads and must be further assessed on the basis of their
sustainability. At the time of the [Operations Evaluation
Mission], the roads were in a precarious state with defects
starting to appear. Although correctable, if not soon
attended to, the defects could lead to rapid deterioration
and loss of potential future benefits….” (para 26)

ADB’s “Mixed” Performance
“ADB’s performance was mixed. ADB reevaluated the
roads to confirm their viability when the costs were found
to be higher than expected, supported the repackaging of
contracts, and responded with innovative proposals to
involve local construction contractors, and was generally
attentive to the needs to complete the roadworks.
However, ADB did not maintain a suitably broad view of
the Project and neglected the important long-term
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objective of improving road maintenance. ADB should
have been faster in rejecting the Government’s request to
award one of the original contracts to a company that had
not prequalified. ADB’s performance in documenting
the history of the Project, maintaining complete files,
and ensuring compliance with all loan covenants also
could have been better….” (para 16)

Conclusions
“The Project did not have any appreciable effect on insti-
tutional development….” (para 32)

“The Project did succeed in restoring the riding quality of
two important roads. As a result, travel on these roads is
faster and more reliable, and bus companies have been able
to use their fleets more effectively to increase services along
both project and nonproject roads. Although lack of data
does not allow the socioeconomic and broader economic
impacts to be determined, the immediate economic effects
have been savings in VOCs and road maintenance expen-
diture. Economic analyses suggest that for the road com-
ponent, these immediate benefits yield an EIRR of 7 per-
cent if maintenance does not improve and 17 percent if
maintenance improves. The results reflect the higher than
expected costs of the roadworks (by about three times) and
delays that are partly offset by higher than expected
increases in traffic. The roadworks were not associated with
any major negative impact.” (para 44)

“The success for the roadworks was not repeated with the
important components for improving road maintenance.
Changed Government policy for road maintenance works
meant that the project inputs were not used as planned, the
small maintenance contractors were excluded, and mainte-
nance training was not institutionalized. Overall, the proj-
ect inputs had little effect on road maintenance and the
probability of long-term sustainability for the road net-
work in Sri Lanka, including the project roads, has not
been improved....” (para 45)

Design Failures Lead to Water Wastage 
“Once the rationale for the Project was set, design of an
irrigated sugarcane scheme followed. The rationale strong-
ly influenced design adequacy. Notwithstanding the long-
term decrease in the real price of sugar, it was felt that sug-
arcane was the optimal crop for Sevanagala following a
recent burst and favorable projections in the international
price. The latter did not materialize.” (para 19)

“Irrigated rice areas were part of the design to accommo-
date settlers’ subsistence needs. Large quantities of irriga-
tion water had to be conveyed along cane lands using the
same canals, constituting a design recipe for intractable
water management wasting high-value water. The
designers could have analyzed the water wastage situa-
tion then occurring in the adjacent Bank-assisted
Walawe Irrigation Project, which had similar conditions
as Sevanagala, and drawn appropriate conclusions.”
(para 20)

“Adopting this design also meant that the sole source of
cane for crushing was the cane produced in the Project
area. It would seem that a larger cane area and the develop-
ment of a main supply from outgrowers constituted a bet-
ter way of generating a profitable factory throughput with-
out overburdening management with caring for settler
concerns. A corollary is relaxation of land use controls by
management, resulting in more diversified cropping
according to settlers’ preferences….” (para 22)

ADB loan: $33.9 million ($30.6 utilized)
Overruns: 10 years 
1995 ADB Rating: Unsuccessful
Project Objective: “The major objectives of the Project
were to (i) increase the country’s annual production of
sugar by 27,000 metric tons (mt); (ii) expand paddy pro-
duction by 4,600 mt annually, primarily for the subsistence
use of settlers; (iii) settle in an organized manner the
encroacher population of 2,600 families; and (iv) settle and
provide employment for the work force of 1,150 perma-
nent employees required for the Project.” (para 11)

“UNSUCCESSFUL” PROJECTS/PROGRAMS

Sevanagala Sugar Development Project (1978)
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“There were three more design shortcomings: There was
the expectation of high sugar content in the cane while cli-
matic conditions would preclude such a quality product.
The expectation of high sugar extraction rates was unreal-
istic given the management capacity of [Sevanagala Sugar
Industries, Ltd. (SSIL)]. Finally, the lack of effluent treat-
ment facilities for the factory cum distillery component
was a further weakness in design.” (para 23)

“Management of water resources in the Walawe River
basin where the Project is located has been less than opti-
mal. A major dam was built in the 1960s. With progres-
sive development of irrigation, water is becoming
increasingly scarce, mostly because overuse and wastage
of the resource has been allowed from the
outset…Finally, the Project’s design of smallholdings
with irrigated cane cultivated in the uplands and paddy
in the lower lands promoted inefficient irrigation.
Canals would first irrigate cane before reaching the
paddy fields which require abundant and continuous
supply of water. As a result, cane has often been over irri-
gated, contributing to waterlogging, leaching of soil
nutrients, and lower yields. At the same time, large tracts
of land downstream of the Project cannot be irrigated
leading to considerable foregone economic benefits.”
(para 65)

“The overall [technical assistance (TA)] objective appears
overambitious compared with the inputs. Changing the
entrenched practices of a large and long-established
Government corporation would have required more than
the provision of two, albeit experienced, international
consultants. Reversing the management and financial
accounting failings of what was then a large organization
with an established culture and operating environment
required a radical change of management attitude and
ethos that was beyond the reach of consultants.” (para 32)

“The approach selected for institutional strengthening
reflected a tendency to identify poor performance as a
reflection of either poor appreciation of particular problems
by SSIL or a lack of specific skills in the institution. What
was lacking, however, was different…It was the motivation
and ability to address problems and resist political interfer-
ence rather than that of identifying and solving problems
that was most in need of improvement. Domestic consult-
ants from the private sector may have been a more appro-
priate action.” (para 33)

“…the lack of effluent treatment facilities for the factory
cum distillery continues to be a serious environmental
concern.” (para 71)

Serious Environmental Problems
“The Project has had two environmental drawbacks.
Environmental authorities are concerned about dis-
charge of acidic distillery wash into storage ponds and
ultimately into the Walawe River. Contamination of
soils and groundwater is likely, while release of wash has
been a source of intermittent pollution. The worldwide
practice of neutralization and field spreading, which is ben-
eficial to crops, will eventually be adopted. The other
problem relates to burning of large quantities of boiler
fuel and firewood because of the intermittent and ineffi-
cient cane crushing operations. Somewhat longer term
environmental problems are high wastage of irrigation
water detrimental to crops and to soil fertility, and poten-
tially resulting in salinization; soil compaction by heavy
land preparation machinery; and the loss of touristic
value from the adjacent national wildlife park.” (para 60)

Poor Economic Performance, Negative Social Impacts
and Unlikely Sustainability
“The processing of sugarcane into sugar has also been
adversely affected. The sugar content of the cane is rela-
tively low due to climate and locational limitations. Delays
in harvesting and crushing of cane also reduced the amount
of recoverable sugar. The factory was never able to operate
at the level of efficiency expected due to management
problems, poor quality of machinery components such as
steam valves and instruments, and inadequate mainte-
nance, all of which contributed to low recovery of
sugar…Finally, initial management methods for the
nucleus estate did not take account of the socioeconom-
ic and cultural traits of the settlers. The resulting labor
problems, which disrupted cane supply, were only over-
come when the nucleus estate was settled by smallhold-
ers.” (para 40)

“Selection of Government contractors having financial
constraints for irrigation works was a major cause of under-
performance. Works commenced more than a decade ago
still remain to be completed and require overhaul, as
construction quality was not assured.” (para 24)
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“Overall, the poor physical performance has meant poor
financial results which, in turn, further lowers factory
efficiency and performance. The vicious cycle of poor
performance, inadequate maintenance, and decreased
efficiency is now well-established. Drastic changes are
required and privatization of the factory may well provide
the only remedy.” (para 43)

“The main reasons for the poor [economic internal rate of
return (EIRR)] are the shortfall in production and the low
and declining productivity of the factory. This has been
exacerbated by the drop in sugar prices since appraisal….”
(para 50)

“The water used in Sevanagala has a high value because of
alternative uses downstream. If the opportunity cost of the
excess water used is considered, all Project benefits
would be wiped out.” (para 51)

“Some 500 families have not yet received a land allot-
ment, including settlers who were moved some ten years
ago from their illegal smallholdings on the promise of
future allocations. SSIL has paid them a small stipend of
SLRs250 a month, equivalent to about three days of field
wages. The security of these families is uncertain, partic-
ularly if privatization occurs.” (para 55)

“The Project has had a long gestation, which has signifi-
cantly reduced financial and economic returns. Some 14
years have elapsed since capital works started, but they
remain unfinished as regards irrigation. The pattern of
expenditures and revenue flows has been such that, even
if sugar prices increase much beyond projections after
1995, economic returns will remain relatively low.” (para
61)

“For lack of maintenance, irrigation infrastructure has
deteriorated to a point where major rehabilitation is
needed. To be sustainable, much if not most of the cane
supply for the factory should be sought outside the
Project area in the future. Further crop diversification
should be encouraged away from cane monoculture.
Pollution problems should be addressed progressively.
Abundant wastage of irrigation water affects crops and
productivity, and will prevent cropping in areas down-
stream. The situation can be improved with political will.
Matters of commercial risk, including effects of privatiza-
tion on settler exposure and vulnerability, should receive
attention to safeguard the industry and social conditions.”
(para 62)
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ies was attempted and thus no
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“...visible  degradation of physical assets...”

“As a result, sewage flows through the sewersystem into open estuaries, then into theLyari River, and eventually out to sea.”
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found to be inadequate in most cases.”
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“...many of the gains under the Project

will be lost within about 10 years...”

“The top-down approach excluded the participation of

the intended target groups in project decisions, including

selection of subproject sites or beneficiaries.”
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“Overall ADB’s supervision of the Project was not adequate.”

“Many of the 3,950 settlers of Phase I were

given their land allocations several years

prior to the supply of irrigation

water...These settlers had to be sustained

by food assistance under the World Food

Program for longer than anticipated due to

implementation delays.”

“...septic systems were poorly designed and built...”

4,800 people were resettled despite a “lack of documentation” on “the mannerwhich the resettlement plan was impleme

“Some sewers directly discharge into drains
and irrigation canals that rural people tend to
use for watering animals and even for personal
bathing and as a source of drinking water.
Polluted irrigation water is used to cultivate
cash crops such as vegetables...” “

“Overall, the Project is consideredto have represented an inefficientuse of resources.”

“...no evidence that the projects had actually reached the poorest of the poor.”


