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PREFACE

This report summarizes the discussions and conclusions of an Economic Development
Institute (EDI) seminar on "Project Sustainability," which was presented in Savar,
Bangladesh, in July 1987 as part of a Senior Staff Course organized by the Bangladesh Public
Administration Training Centre (PATC). The seminar was co-directed by Shamsul Huda
(PATC) and Michael Bamberger (EDI) with the participation of Surinder Deol (EDI), Chan
Chai (Operations Evaluation Department, World Bank), Shabbir Cheema (United Nations
Centre for Regional Development), and Abhaye Attanayake (Mahaweli Irrigation
Authority of Sri Lanka) as resource persons. Seminar participants were a group of senior
officials from the Government of Bangladesh, drawn from the Planning and Finance
Ministries, most major sectoral ministries, and a number of public enterprises.

The purpose of the seminar was to introduce the concept of project sustainability to senior
government officials, to present an overview of project sustainability experience in Asia, and
to assess the importance of the concept in Bangladesh. It is hoped that the present
publication will contribute to the very limited empirical data currently available on this
topic, and that the case studies prepared for the seminar will encourage other research and
training institutions to prepare similar kinds of cases.

There is a growing awareness that both donors and governments have tended to focus on
project implementation and that much less attention has been paid to issues of operation,
maintenance, and sustainability. While many countries have developed (with assistance and
encouragement from donor agencies) quite elaborate systems to monitor project
implementation, very few countries produce even the most rudimentary information on project
operations and maintenance or the extent to which projects do actually produce their
intended benefits. The seminar discussed the causes and consequences of this lack of attention
to project sustainability in Asia and assessed sustainability experience in Bangladesh by
focusing on the case studies of three major projects which were prepared for the seminar.

Chapter 1 discusses the concept of project sustainability, its importance to developing
countries, and the factors affecting the sustainability of projects. Chapter 2 reviews project
sustainability experience in agriculture, and in regional and urban development in Asia.
Chapters 3-5 summarize the case studies used to assess the sustainability and the internal
(design and implementation) and external (economic, political, and cultural) factors which
affected the sustainability of the First Integrated Rural Development Project, the Universal
Primary Education Project, and the Agricultural University Project. Chapter 6 considers some
of the policy issues which arise in trying to ensure more sustainable projects, and Chapter 7
discusses the implications for project design and implementation. The annex presents a
sustainability checklist which can be used to develop an index of the degree of
sustainability of projects.

Since this seminar in July 1987, the EDI has organized several other seminars and
workshops on related topics, including "Trainers Workshop on Monitoring, Evaluation and
Project Sustainability" (Tunis, May 1988); "Trainers Workshop on Monitoring, Evaluation and
Project Sustainability" (Kuwait, June 1988); "Community Participation, Project Management
and Sustainability in Asia" (Kuala Lumpur, July 1988); and "The Monitoring and Evaluation
of Development Projects in South East Asia" (Kuala Lumpur, December 1988). The present
report is the first EDI publication on the topic of sustainability, although it is hoped that
reports on some of the subsequent courses and workshops will soon follow.

ix
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1
THE CONCEPT OF SUSTAINABILITY

AND ITS IMPORTANCE*

The Importance of Project and Program Sustainability
Both governments and international development agencies are increasingly aware that

development planning focuses mainly on project implementation and that much less attention
is paid to issues of operation, maintenance, and sustainability. While many countries have
developed sophisticated computer systems to monitor project implementation and to compare
intended and actual physical and financial performance, few if any developing countries
produce regular monitoring reports on project operation and maintenance and on whether
projects are actually producing the intended benefits. Neither governments nor international
development agencies receive systematic information on how well their investments are
producing their intended social and economic benefits.1 As resources become increasingly
scarce, this lack of information on the performance of public investment programs is becoming
of increasing concern, and the demand for more systematic monitoring and evaluation of
sustainability is likely to grow.

There is increasing criticism (particularly from environmental groups and nongovernmental
organizations) that international funding agencies and national governments are mainly
concerned with ensuring their projects' economic viability (and sustainability), but that little
attention is paid to the impact of projects on broader development concerns, such as the
environment or the conditions of the poorest sectors of society. These concerns are broadening
attention from concerns about project sustainability to wider issues of sustainable
development. In the case of India, this is illustrated in the essay by Anil Agarwal (1984-85):

Development can take place at the cost of the environment only uptil a point. Beyond
that point it will be like the foolish man who was trying to cut the very branch on which
he was sitting. Development without concern for the environment can only be short-
term development. In the long term, it can only be anti-development and can go on
only at the cost of enormous human suffering, increased poverty and oppression.
India may be rapidly approaching that point.2

In recent years, the World Bank, in common with other international development
agencies, has become increasingly concerned with project sustainability and sustainable
development. The theme of the 1987 World Bank Agricultural Symposium was
"Sustainability Issues in Agricultural Development," and in his keynote address Barber
Conable, President of the World Bank, stated the following:

... sustaining the natural resource base is critical at early stages of agricultural
development, and that's the stage at which most of our borrowing countries find
themselves. Moreover, preserving the resource base provides an even stronger base

This chapter was originally prepared for the PATC/EDI seminar. It was later used in seminars on
project sustainability organized by EDI in Kuwait (1988) and Jordan (1989). The present version also
incorporates some of the points raised in these two later seminars.

3



4 The Concept of Sustainability

for science and technology to increase productivity when that later stage comes
along.3

OED published its first overview study of sustainability issues in 19864, followed by a
review of sustainabili ty experience in the fertilizer subsector5 , and in education and is in the
process of preparing a number of other sectoral reviews. Project sustainability is also one of
the major themes of the 1988 Annual Review of Project Performance Results.6 OED is also
conducting a program of impact evaluations in which projects are revisited approximately
five years after they have begun operating in order to assess whether they have been able
to produce the intended benefits and how well the flow of these benefits is sustained. 7

World Bank Project Completion Reports now tend to include a section on project
sustainability. At the broader developmental level, issues relating to environmental
protection have become one of the highest priorities of the World Bank and other
international development agencies and increasing efforts are being made to cooperate with
nongovernmental and local organizations experienced in these fields. Attention is also
focusing on the closely related issue of how to ensure that the poorest and weakest sectors of
society participate fully in the benefits of development. 8

Despite recent interest much less information is available on the sustainability of projects
than on how well they are implemented. However, the limited available evidence suggests
that project sustainability is a serious problem. The first OED review of project
sustainability, published in 1985, covered 27 agricultural and 4 educational projects. Projects
were classified as "sustained" if the reestimated internal economic rate of return five years
after the project began to operate was greater than or equal to the Economic Rate of Return
(ERR) calculated at the completion of project implementation. Table 1.1 summarizes the
results of the first two OED studies. In the first study it was found that only 9 out of 27 of
the agriculture projects could be classified as "sustained," 8 more were "doubtful," and the

Table 1.1 Evidence onl Project Sustainability from Two OED Studies: 1985 and 1986

Was project sustained?
(number of projects)

Sector Yes No Doubtful

Agriculture 9 10 8
Education 4 - -

Agricultural Subsector

Crops 1 2 2
Area development 2 4
Irrigation 4 2 1
Credit 2 - 1
Forestry - 2 1
Livestock - - 2
Resettlement - - 2

Fertilizer Subsector 7 2 2

- = not applicable.

Sources: Sector and Agricultural Subsector data from OED (1985); Fertilizer Subsector data from OED
(1986).
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remaining 10 were "not sustained." All four education projects were classified as "sustained."
A second study (OED, 1986) examined 14 projects in the fertilizer subsector. Seven projects
were defined as "clearly acceptable" (sustainable), another five could become acceptable if
technical problems (three instances) and raw material problems (two cases) could be
resolved, and two projects had clearly failed.

The OED Annual Review of Evaluation Results for 1988 (OED, 1990) included an analysis
of the sustainability of 557 projects audited during the period 1986-88. The assessment,
covering projects in all major economic sectors, was made at the time of project completion
and classified the likelihood of projects being sustained into the following categories:
"Likely," "Unlikely," "Marginal," and "Uncertain." The report emphasizes that the
assessment was made at the time of project completion, rather than at a later point after the
project had been operating for a number of years. When all regions and sectors are combined,
52 percent of projects were classified as likely to be sustained, 15 percent as unlikely, and 33
percent as marginal or uncertain. 9 There were considerable regional differences with 65
percent of Asian projects likely to be sustained, compared with 60 percent for Europe, North
Africa, and the Middle East, 48 percent for Latin America, and 32 percent for Africa. There
were also significant sectoral differences with 90 percent of telecommunications, 66 percent of
development finance corporations, and 64 percent of power and energy projects likely to be
sustained, as compared with only 17 percent of urban, 44 percent of education, and 50 percent
of both transport and population and nutrition projects.

Honadle and VanSant (1985)10 studied 21 U.S. Agency for International Development
(USAID) financed integrated rural development projects and found that sustainability was a
major problem. Many of the projects were designed at a time when it was assumed that
careful planning and well-designed implementation strategies were the main keys to success.
The full complexities of project operation and institutional development were not yet
appreciated, and consequently did not receive enough attention from international
development agencies and national governments.

The three Bangladesh projects described in Chapters 3, 4, and 5 illustrate the magnitude
and complexity of sustainability problems and emphasize the need to pay much greater
attention to sustainability issues in project planning, design, implementation, and operation.

Several factors affected the continued delivery of services under the First Integrated
Rural Development Project (Chapter 3). The widespread utilization of the minor irrigation
works program by project beneficiaries was limited because most of the low-lift pumps
purchased under the loan could not be used in one of the three project areas as the water
table was lower than estimated in the original hydraulic studies. Several components,
including rural roads and excavated fish ponds, suffered from poor materials, lack of
supervision of construction, and lack of financial resources for maintaining infrastructure and
equipment. The accessibility of benefits to the poorest farmers was limited by the way in
which the irrigation cooperatives were created and managed. Many of the problems arose
from the project's goal of creating a certain number of cooperatives each year, so that
insufficient time was allowed for the institutional development of the cooperatives before
they began authorizing loans. The creation of a stable organizational structure for managing
the project was also affected by the administrative reorganization of local government
which occurred while the project was being implemented. An objective assessment must,
however, take into consideration the fact that the project began very shortly after
independence when Bangladesh was still recovering from the effects of a civil war, major
floods and famine, and when there was an urgent need to increase food production. It must
also be appreciated that this was a pilot project to test a new model of rural development,
and the evaluation must consider how the lessons learned were used to improve future
projects. The latter point emphasizes the distinction between assessing project sustainability
(how well a project achieves its stated objectives) and evaluating the contribution of a
project to long-term sectoral development.

With respect to the Universal Primary Education Project (Chapter 4), the continued
delivery of services (enrollment rates, performance of students, training of teachers, etc.) was
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generally satisfactory on most indicators. However, maintenance was a serious problem due
to poor materials, poor supervision of construction, and lack of funds specifically for
maintenance. Only limited progress was achieved with respect to strengthening the long-
term institutional capacity to manage and sustain the project. While progress was made in
involving beneficiaries in project management through School Management Committees and
Parent-Teacher Associations, the project director had less authority than had been envisaged
in the project agreement. It also proved difficult to establish satisfactory coordination
mechanisms between government agencies at the district and national levels.

The Bangladesh Agricultural University (BAU) component of the First Education Loan
(Chapter 5) solved some urgent needs of the university, but the inability to build the
planned residential facilities for faculty and female students made it difficult to attract
faculty and increase feemale enrollment. Buildings and equipment seriously deteriorated due
to lack of maintenance funds and a rigidity in the curriculum design which made it difficult
to adapt to the changing needs of the agencies who would employ graduates. The location of
the university made it difficult to coordinate effectively with other agencies, and the
advisory committee was never able to meet.

The preceding paragraphs demonstrate the need to pay attention to project sustainability
issues at all stages and levels of development planning and management. In the day-to-day
pressures of project implementation, the ultimate objectives of ensuring sustained delivery of
benefits and of contributing to long-term development goals are often forgotten. Some of the
consequences of the low priority attached to project sustainability include:

* Increased maintenance costs and more rapid deterioration of infrastructure. The life of
many infrastructure projects such as roads and irrigation projects is significantly
reduced by inadequate maintenance while the lack of routine maintenance procedures
often makes necessary more expensive emergency maintenance operations when
infrastructure has deteriorated to crisis level. For example, many urban projects assume
that residents will be willing to cooperate with maintenance of sidewalks, drainage
channels, and community buildings. If residents do not cooperate, then the government
has to hire outside contractors and incur greater, unanticipated costs. If budgetary
constraints do not permit these unanticipated expenditures, the infrastructure will not
be maintained and will deteriorate rapidly.

* Reduction in the level and duration of project benefits. The deterioration of
infrastructure and quality of delivery systems often means that services such as
irrigation, transport, local health services, and urban infrastructure cease operation
many years before the expiration of their intended life.

* Reduced quality of services. Even when services continue to operate, their quality is
often affected. Quality of services is affected both by the deteriorating condition of
plants and equipment and by reductions in project staff who provide extension and
other support services. For example, the BAU project suffered from the deterioration of
residential and teaching infrastructure due to lack of maintenance and the inability to
purchase or replace books and scientific equipment, which was caused by an inadequate
recurrent expenditure budget.

* Reduced accessjibility of certain groups to project benefits. The political process of
deciding how to allocate resources when the volume of benefits (water, school places,
small business credits, etc.) is reduced often negatively affects the economically,
socially, or politically weaker groups of intended beneficiaries.1 1 In some cases the
allocations will be made on political grounds, while in other cases inadequate funds
will eliminate some of the outreach services (mobile credit or health facilities, or
agricultural extension staff), thus effectively eliminating those groups whose
participation is dependent on the outreach services.12

* Low priority of long-term institutional development objectives. Many development
projects are designed as pilot projects to test new approaches to service delivery and
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economic and social development. A key objective is to replicate successful projects on a
larger scale. This requires the provision of technical assistance and financial resources
to create or strengthen organizations at the community, local, and central government
levels, which will enable the design and implementation of these follow-up projects.
When sustainability receives a low priority, institutional development is also
downplayed.

At the macro level, lack of concern with the impacts of development strategies on the
sustainability of the natural environment can have even more drastic effects. The following
examples are cited in "The State of India's Environment" (Centre for Science and
Environment, 1984-85):

* Due to lack of concern with pollution control, all but two of India's high-altitude lakes
are dying.

* Uncontrolled deforestation has resulted in a lack of fodder for cattle.
• Concern with reducing the repayment period on social forestry projects has encouraged

the planting of eucalyptus trees which grow quickly, but which cannot be used for
fodder. Consequently forests can no longer sustain cattle production.

* Uncontrolled deforestation has resulted in 4 million hectares of land being swallowed
up by ravines.1 3

Defining Sustainability

Project Sustainability

Project sustainability is defined by many economists and international development
agencies as the capacity of a project to continue to deliver its intended benefits over a long
period of time. The degree of sustainability of a project has been defined by Honadle and
VanSant (1985) as

the percentage of project-initiated goods and services that is still delivered and
maintained five years past the termination of donor resources, the continuation of
local action stimulated by the project, and the generation of successor services and
initiatives as a result of project built local capacity.14

OED has defined it similarly:

The term "Sustainability" describes the ability of a project to maintain an acceptable
level of benefit flows through its economic life. While this may often be expressed in
quantitative terms involving the internal economic or financial rates of return, benefits
may also be qualitatively assessed. For projects in the productive sectors such as
industry, the principal measure of performance is output, generally expressed in
terms of capacity utilization, but Bank supported projects normally have other
objectives such as subsectoral policies, technology transfer and institution building,
which must be assessed qualitatively.15

OED emphasizes that sustainability is more difficult to define and measure in human
resource development projects where qualitative as well as quantitative indicators must be
taken into consideration.16 Sustainability is a relative concept which must be assessed in
terms of a set of indicators which combine different quantitative and qualitative aspects of
project performance.

The principal idea contained in both of these definitions is that any project, irrespective
of whether it is in the agricultural, urban, industrial, transport, or power sectors, is designed
to produce a continuous flow of outputs, benefits or services throughout its intended lifetime.
For some kinds of projects (for example, housing or road construction), the intended project
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lifetime may be as long as 30 years or considerably shorter for others. The success of a project
must be assessed in terms of its ability to sustain this flow of benefits over time. This
suggests a distinction between whether a project has been sustained up to the time it is
studied (often around five years after it has begun to operate) and whether it is likely to be
sustainable over its intended lifetime.

The assessment must also take into consideration the expected flow of benefits over the
project life cycle. For certain kinds of projects (for example, some irrigation projects), the
maximum flow of benefits may be achieved soon after the project begins to operate, and may
gradually decline thereafter, while in other kinds of projects (for example, many self-help
housing projects), there may be a relatively long consolidation period before the maximum
level of benefits are achieved. The different project life cycles obviously affect the
appropriate times at which to assess project sustainability.

For many kinds of industrial and commercial projects, sustainability can be defined in
terms of the ability of an enterprise to remain profitable. Depending on the nature of the
enterprises, this tralnslates into indicators such as maintenance or expansion of markets,
competitiveness in terms of price and quality, and secure sources of materials and labor.
Sustainability is a dynamic concept, as enterprises must engage in research and development
(R&D) and continually develop new products or services.

Many projects are intended to produce a number of different benefits, some of which may
easily be quantified (industrial output, volume of water, number of houses constructed), but
others of which are qualitative and more difficult to measure. When a project has multiple
outputs, it is misleading to use a single number or indicator to assess sustainability. The
project may have successfully delivered some benefits, but may have failed to deliver
others. For example, an irrigation project may produce a significant increase in the volume of
water which may lead to sustained increases in the production of certain cash crops.
However, the same project may not have produced the intended health improvements. The
overall assessment of the sustainability of this project would be determined by the relative
weights attached to crop production and health.

The assessment of long-ternm sustainability requires an evaluation of the institutional
capacity to sustain the delivery of services. This may require the evaluation of the quality
and stability of staff, adequacy and stability of financial resources for recurrent
expenditures, coordination with other government agencies, and linkages to local community
organizations and beneficiaries.

The success of a project will depend in part on the support of key stakeholders such as key
figures in the central and local governments, trade unions, business associations, religious
organizations, local community groups, and international agencies. With shifting political
alignments and the transfer of key officials from one agency to another, the constellation of
support and opposition to a project is likely to change over time. A project which is strongly
supported by one administration may be more vulnerable after a change of government.
While political support can be important for the success or even the continued existence of a
project at certain crucial times, a high level of political support can be a mixed blessing,
since a high political profile may increase the vulnerability of the project after changes in
the administration. A low political profile may be a better guarantee of long-term
sustainability in many contexts.

Two alternative approaches have been proposed for defining and assessing project
sustainability. The first, which has been used by OED, defines sustainability on the basis of
the ERR. If the reestimated ERR after the project has been operating for several years is
greater than or equal to the ERR at the time the project became operational (i.e, when the
loan closed and the Project Completion Report was prepared), the project is defined as
sustained. If the reestimated ERR, on the other hand, is lower, the project is defined as not
sustained. This approach is discussed later in this section.

The second approach develops a composite index based on a set of indicators which assess
the degree of sustainability of each of the main project components. Table 1.2 proposes a list
of indicators of project sustainability which can be used in the assessment of most kinds of
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Table 1.2 Indicators of Project Sustainability

A. Continued Detivery of Services and Production of Benefits

A-1 Comparison of actual and intended benefits and services and their stability over time

A-2 Efficiency of service delivery

A-3 Quality of services (benefits)

A4 Satisfaction of beneficiaries

A-5 Distribution of benefits among different economic and social groups

B. Maintenance of Physical Infrastructure

B-1 Condition of physical infrastructure

B-2 Condition of plant and equipment

B-3 Adequacy of maintenance procedures

B-4 Efficiency of cost-recovery and adequacy of operating budget

B-5 Beneficiary involvement in maintenance procedures

C. Long-Term Institutional Capacity

C-1 Capacity and mandate of the principal operating agencies

C-2 Stability of staff and budget of operational agency

C-3 Adequacy of interagency coordination

C-4 Adequacy of coordination with community organizations and beneficiaries

C-5 Flexibility and capacity to adapt project design and operation to changing
circumstances

D. Political Support

D-1 Strength and stability of support from international agencies.

D-2 Strength and stability of support from the national government

D-3 Strength and stability of support from provincial and local government agencies

D-4 Strength and stability of support at the community level

D-5 Extent to which the project has been able to build a broad base of support and to
avoid becoming politically controversial

Source: Authors.

social development projects. The indicators must be modified for the assessment of industrial
and commercial projects. Four groups of indicators are proposed. Group A refers to the ability
of the project to continue delivering intended benefits (services). The indicators includethe
proportion of the intended volume of benefits or services which is actually delivered and the
stability of the services/benefits over time (A-1); the efficiency of service delivery (unit
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costs, etc.) (A-2); the quality of the services (A-3); and in some cases the satisfaction of
beneficiaries (A-4). When projects are targeted for certain economic or social groups, it is also
necessary to assess the distribution of benefits among economic or social groups (A-5).

The second group of indicators (Group B) refers to the maintenance of physical
infrastructure. These include the condition of physical infrastructure (B-1) and plant and
equipment (B-2). In order to assess long-term sustainability, it is also necessary to determine
whether adequate inspection and maintenance procedures (B-3) have been provided to ensure
continued maintenance (as opposed to ad hoc maintenance whenever a crisis has arisen), and
whether sufficient resources are available for maintenance either through efficient
procedures for collection of user charges and other service payments or by adequate and
regular budgetary allocation (B-4). For some kinds of projects (for example, irrigation and
housing), it is also important to assess how involved beneficiaries are in the maintenance
programs (B-5).

Group C indicators relate to the long-term institutional capacity of the formal and
informal organizations to sustain the operation of the project. The first indicator (C-1) is an
assessment of the capacity and mandate of the responsible agency (agencies) to ensure the
successful operation of the project over time. For example, a bank or housing agency whose
regular customers all come from upper-income groups may be unsuited to manage a project
intended for low-income farmers or households. In the case of multi-component projects such
as integrated rural or urban development, the central coordinating agency may not have the
legal authority to irnplement some of the components (for example, health or education
centers) and may have to rely on the support of the competent line ministries (for some of
whom the project may have a very low priority). The second indicator refers to the stability
of staff and budget of the operational agencies (C-2). While an agency may initially be
provided with adequate resources, these may be eroded over time due to inflation, pressures
to increase salaries (at the expense of the maintenance budget), or a gradually loss of
political support. Interagency coordination (C-3) and coordination with community
organizations and beneficiaries (C-4) are also important indicators. Finally, a high
proportion of development projects are subject to major modifications during their
implementation and operation, and the long-term sustainability of a project will frequently
depend on its ability to adapt to changing economic, technical, and social conditions.
Consequently, the flexibility and adaptability of project management and organization are
an important indicator of sustainability (C-5).

The final set of indicators refer to the support which the project receives from key
stakeholders. For maLny projects, long-term sustainability will depend on political support at
the international (D-1), national (D-2), provincial and local government (D-3), and
community levels (D-4). Changes of government or of policy can lead to rapid reductions of
budget, conflicts with other agencies, more difficult access to resources, and possibly loss of
key staff. Political support by its very nature is highly volatile; for this reason a final
indicator (D-5) assesses the extent to which the project has been able to build a broad base of
support and avoid becoming politically controversial-and hence vulnerable. The Hyderabad
Urban Community Development Project, referred to in Chapter 2, is an example of a
potentially controversial project which has been able to build a broad base of support among
all political parties and which has, to a large extent, avoided political controversy.

Annex A shows how these indicators can be converted into a "Sustainability Checklist"
and how a "Sustainability Index" can computed by assigning numerical values to each
indicator. While the "Sustainability Index" is useful for comparing the degree of
sustainability of different projects or the same project at different times-care must be taken
in the interpretation of this index not to attribute statistical properties to the summation of
the rankings of a diverse set of indicators.

Several points should be made about the interpretation of these indicators. First, the
indicators are used to assess the extent to which the project is able to continue to deliver its
intended benefits. They do not pass judgment on whether the original project design was, or
now is, environmentally sound. A steel mill which continues to produce the intended output
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may be assessed as sustainable even though it might produce some long-term environmental
hazards. Second, it is possible to assign different weights to each set of indicators. While
one group of stakeholders may assess the project mainly in terms of its ability to maintain a
certain level of benefits, another may be more concerned about the distribution of benefits
among different economnic groups, while a third may attach more weight to institutional
development and the participation of beneficiaries in project management. The
interpretation of the sustainability analysis requires agreement on the weights to be given to
each indicator.1 7

A third issue concerns the need for a reference point against which to assess the observed
level of sustainability of a project. For example, if 75 percent of project beneficiaries pay the
required water user charges, should this be considered a satisfactory or poor indicator of
sustainability? Similarly, if a minor irrigation system continues to operate for 10 years
(compared with the intended 15 years), should this be considered a satisfactory or poor
indicator of sustainability? A satisfactory answer can only be given where data are
available from a number of comparable projects. If other projects have an average cost-
recovery rate of 55 percent for water user charges, then 75 percent must be considered very
satisfactory. If, on the other hand, the average cost-recovery rate is around 85-90 percent,
then 75 percent must be considered unsatisfactory.18

Using the Economic Rate of Return as an Indicator of Sustainability

It is sometimes necessary to make comparisons between projects in different sectors,
countries, or regions, or at different times. For purposes of these comparisons, summary
indicators are often required. In its first review of project sustainability (OED, 1985), OED
compared the internal ERR19 at the completion of project implementation with the
reestimated EER after the project had been operating for five years (or some other
appropriate period). If the reestimated ERR exceeded some minimum level representing the
opportunity cost of capital (often assumed to be 10 percent or 12 percent) and was equal to or
higher than the earlier rate, the project was considered to be "sustained." Since the
estimation of ERR requires the projection of estimated benefit and cost flows over the full
economic life of the project, a satisfactory ERR suggests that the project is expected to
continue to deliver benefits at an acceptable level throughout its economic life. Table 1.3
gives an example of net benefit flows for projects which are defined as "sustained" and "not
sustained." The project classified as sustained had an estimated ERR of 12 percent at the
time of project appraisal, which increased to 13 percent at the time of the Project
Completion Report. When the ERR was recalculated 5 years later, it had risen to 15 percent,
indicating that the project would continue to produce a rate of return higher than that
estimated at the time project implementation was completed. On the other hand, the ERR
for the not sustained project fell from 16 percent at the time of project completion to around
13 percent 5 years later.

While ERR is a convenient summary indicator for comparison of projects in the same
sector, it suffers from a number of limitations which can make it an unreliable or misleading
indicator of sustainability. The method requires that all benefits and costs must be assigned
a monetary value (must be monetized). It is difficult to monetize benefits such as health
improvements, increased access to education, or satisfaction with living in a better
neighborhood. The analysis often includes only those benefits which can be easily
monetized-with the result that total project benefits may seriously be underestimated. For
certain kinds of human resource development projects such as health or education, where the
problems of valuation of benefits and costs are particularly difficult, cost benefit analysis
may not be feasible and alternative techniques such as "least-cost analysis" or "cost-
ffectiveness analysis" may be more appropriate. 20

OED (1990) concludes that where the key determinants of a project's sustainability are
financial and physical capital, the reestimated ERR is usually a good estimate of project
sustainability. However, where the major constraints are access to natural resources,
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institutional development, human or cultural capital, the ERR will usually not be a reliable
indicator of sustainability.21

Table 1.3 Using the Reestimated EER as an Indicator of Project
Sustainability: A Hypothetical Example
(estimated EER at different points in the project cycle, percent)

Project Completion of Project
Appraisal Implementation Five Years Later

Sustained 15 13 14.5

Not sustained 15 13 11.5

Doubtful 15 13 12.5

Source: Authors.

Table 1.3 shows how the ERR is used to define project sustainability. If the reestimated
ERR when the project has been operating for a number of years (five years is often used) is
equal to, or greater than, the ERR at the time of project completion, the project is defined as
sustained. In the first case, the project is defined as sustained because ERR increased from 13
percent at the time of project completion to 14.5 percent 5 years later. In the second case the
project is not sustaiined as the ERR fell from 13 percent to 11.5 percent. The third case is
classified as doubtful as the ERR fell very slightly from 13 percent to 12.5 percent. For the
project to be sustained the reestimated ERR must also be greater than (or equal to) the
opportunity cost of capital which is often defined as 12 percent or 10 percent depending upon
the cost of capital in a given country.

One approach to the monetization of intangible benefits is the use of a "proxy variable"
to summarize total benefits. For example, economists often argue that in a free market
families will bid up housing rents until they are equal (at the margin) to the increased
benefits which families receive from the housing and neighborhood improvements, and that
changes in rental values will then adequately reflect the increased benefits received from a
housing or urban development project. This approach is misleading where the housing
market is regulated and where rents cannot move freely. It is also unclear whether rent
reflects the total benefits received from a project or only those perceived by the families. Do
rental values reflect all the health benefits from improved water supply (many of which
may not be perceived by area households), or the benefits to the city from disease control, or
reduced crime rates?'

Even when monetary values are appropriate measures of project costs and benefits, the
true monetary values are often difficult to estimate. For example, what will the price of rice
be in 5 years, and how much will rents increase? While this is not normally a major problem
when using economic analysis for the purposes of ex post evaluation (i.e, assessing project
performance up to the time the study is conducted-usually at the time of project
completion)-it is a problem when estimating future sustainability. Further methodological
problems arise when comparisons are made between ERR estimated at different times. At the
time of project completion, many future benefits and costs can be estimated only very roughly.
When the ERR is reestimated five years later, the information is much more accurate.
Changes in the ERR may be due not to a deterioration of the project, but simply to better
data. In other words, it may have been completely unrealistic to assume that rental values
would increase by 5 percent per year or that fertilizer prices would only increase by 12
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percent over a period of 5 years. Many of the economic parameters used to calculate
conversion factors will also have changed, thus affecting the estimation of costs and benefits.
As a result of all of these factors, the fact that the reestimated ERR has fallen from 15
percent to 12 percent may say more about the quality of data than about the sustainability
of the project. In practice there has been a consistent tendency to overestimate the ERR at
the time of project appraisal. 22 In Africa, for example, OED reports that the ERRs
estimated at the time of appraisal were always higher than the reestimated rates at
project completion, and that in all regions there has been an increasing tendency to
overestimate the ERR in such sectors as urban projects and agriculture where rates of return
are typically very low (OED, 1990).

A more fundamental criticism is that the use of the ERR encourages a short-term focus
because benefits and costs produced during the early years of the project are more highly
valued than those produced later. Tisdell (1988) points out that ERR calculations pay almost
no attention to long-term environmental impacts since normal discounting procedures mean
that long-term costs or benefits have almost no effect on the ERR.2 3 Rate of return
estimations have also been criticized for ignoring environmental impacts outside the project
area (such as the drying-up of dug wells as a result of the lowering of the water table
produced by deep well construction in irrigation projects).

Dunu Roy (1984-85) cites the example of a social forestry project in India where the 11-
year repayment period encouraged the planting of fast-growing eucalyptus which generate
rapid increases in income, but which cannot be used for fodder, and which meant that the
economic balance between cattle and forestry could not be sustained over the long run.

A number of recent symposia and publications have begun to discuss issues relating to
"Environmental Accounting." Ahmad, El Serafy, and Lutz (1989) report on the deliberations
of a United Nations Environment Programme (UNEP)-World Bank Symposium on ways to
include natural resources and resource depletion in the United Nations' System of National
Accounts (SNA). They argue that in conventional national accounting systems, gross domestic
product (GDP) does not adequately represent true, sustainable income because these
accounting systems do not take into consideration the costs of environmental protection or the
costs of degradation and depletion of natural resources. Consequently,

...policy advice based on measurements produced under the SNA (System of
National Accounts) can be faulty to the extent that GDP does not adequately reflect
environmental and natural resource erosion.24

They refer to the efforts of a number of countries such as France, Canada, Norway, Japan,
and the United States to introduce systems of "Resource Accounting" which attempt to relate
economic growth to the quantities of natural resources that have to be used up or imported to
make this growth possible. The French "Patrimonial Accounting" system also attempts to
assess the impacts of economic growth on the national cultural heritage. Once these resource
accounting systems are integrated into the SNA, it will be possible to assess the long-term
impacts of different economic policies on the natural resource base.25

Sustainable Development
Economists and international development agencies are frequently criticized for focusing on

sustainability of individual projects and ignoring the impacts of these projects on broader
developmental objectives. Even though as far back as 1946 Sir John Hicks had defined
income as the maximum value that a person can consume during a period and still expect to
be as well off at the end of the period as at the beginning (Hicks, 1946, cited in Ahmad, El
Serafy, and Lutz, 1989), natural resources have often been considered free and unlimited, the
depletion of which has normally not been taken into account in assessing individual or
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national welfare. Ecologists, who view sustainability from a very different perspective, are
critical of the conventional economic approaches:

In a world where the economy's environment support systems are deteriorating,
supply-side economics-wiith its overriding emphasis on production and near blind-
faith in market forces-will lead to serious problems. (Brown and Shaw, 1982, p. 12,
cited in Tisdell, 1988, p. 374)

The World Conservation Strategy (1980) defined conservation (sustainability) as

...the managiement of the human use of the biosphere so that it may yield the
greatest sustainable development to present generations while maintaining its
potential to rmeet the needs and aspirations of future generations.26

Ecologists and environmentally concerned economists stress the need to assess whether
development strategies can sustain and reproduce the resource base on which they, and the
societies of which they form a part, depend. It is argued, for example, that much of modern
agriculture obtains dramatic in,creases in crop yields at the cost of increased environmental
vulnerability. The intensive cultivation of a single, high-yielding variety creates
dependence on a narrower genetic base and increases vulnerability to disease or to the effects
of climatic changes (Harlan, 1977). Conway (1983) emphasizes the importance of reducing
the vulnerability of agricultural and other systems as a key element of sustainability:

Sustainability can be defined as the ability of a system to maintain productivity in
spite of a major disturbance such as that caused by intensive (maintained) stresses or
a large perturbation... Satisfactory methods of measuring sustainability have still to be
found, however. Lack of sustainability may be indicated by declining productivity but,
equally, collapse may come suddenly and without warning" (Conway, 1983, p. 12, cited
in Tisdell, 1988, p. 375)

Concern with ecological issues such as the conservation of the resource base, impacts on
the broader eco-system, the maintenance of genetic variety, and developing systems which
can survive intensive stress may significantly affect project evaluation and selection. Tisdell
(1988) points out that a rigorous methodology for applying ecological criteria to project
evaluation has not yet been developed-although qualitative guidelines are often
available. 2 7

Even within a narrower sectoral framework it is frequently misleading to assess
sustainability at the level of an individual project, and any meaningful analysis must focus
on the broader issues of sustainable (sectoral) development. Assuming that the objective of
individual projects is to contribute to sectoral or national development, a number of problems
arise when trying to assess sustainability at the level of a particular project. First, many
projects are experimental in nature and are intended to test particular approaches or
methods. If it becomes clear that the approach adopted in a pilot project is not working or is
not cost-effective, the project may be terminated (or gradually phased out) and a different
approach adopted in later projects. Using the normal indicators of sustainability, the pilot
project would be assessed a failure even though it might have made an important
contribution to long-term sectoral development. Chapter 3 discusses this point with respect to
the First Integrated Rural Development Project (RD-1) in Bangladesh. This was designed as
a pilot project to test the feasibility of public sector agencies replicating the Comilla model
of rural development. It was concluded that certain features of the model were not
replicable, and future rural development projects were modified accordingly. An assessment
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of RD-1 must take into account the degree to which lessons learned were successfully
incorporated into future projects.

Second, many social development projects involve an active participation of beneficiaries
in project implementation and operations. Sometimes local organizations will decide to
change the priorities defined in the original project plan. A case in point occurred in the first
World Bank-financed Lusaka Upgrading and Sites and Services Project in Zambia. In one of
the squatter areas, local work groups were set up to work on the drainage system. In many
areas, groups worked half-heartedly on the drainage system, but several groups decided to
organize other projects such as clinics on their own initiative. The self-help component could
be considered a failure in terms of its contribution to the construction and maintenance of the
drainage infrastructure. However, the creation of effective local organizations able to
initiate new projects on their own initiative is a major contribution towards the long-term
development of the community-even though these particular activities were not included in
the objectives of the original project being evaluated.2 8

Third, it is possible for a project to achieve its specific objectives, although it may have
made no contribution to sectoral development-or may even have had negative long-term
effects. For example, international development agencies often encourage the establishment
of special project implementation units (PIUs) to ensure that their projects are effectively
and speedily implemented. Often these PIUs are able to offer more attractive salaries than
are permitted by normal government regulations. PIUs also receive priority for importing
supplies and equipment, and may be freed from many bureaucratic procedures. Often PIUs
will succeed in their objective of speedily completing high-quality pilot projects, but in so
doing may disrupt normal planning and operational procedures and may alienate the central
and local government agencies whose support is essential for the long-term success and
replication of the project. When this happens the amount of bad will which has been
generated may make it almost impossible to replicate the project and may ensure its demise
as soon as the support of the lending agency has been removed. Other conflicts between the
immediate project goals and long-term development goals might concern the following:
diversion of resources from other projects to support the highly visible internationally
supported project; creation of special cost-recovery procedures which cannot be replicated on a
larger scale; or diversion of resources intended for project maintenance to the politically more
attractive investments in new capital infrastructure.

For all of the above reasons it is important to ensure that evaluation of the sustainability
of particular projects is complemented by analysis of the contribution of the project to broader
sectoral or national development goals.

Factors Affecting Project Sustainability29

OED identifies four main determinants of project sustainability: economic and financial
factors, technical factors, institutional factors, and policy factors.30 The relative importance
of each set of factors varies from one economic sector to another. In agriculture, a key
determinant is the commitment of government to the principle of rural improvement,
combined with the development of the necessary institutional, financial, and human capital.
In contrast, in sectors such as transport, urban, and water supply, many of the determinants of
sustainability, such as choice of technology, design, operations, and maintenance, are within
the control of project planners and managers.

In this chapter, sustainability of any project is defined as being affected by three broad
groups of factors: how the project is designed and implemented; how the project is organized;
and external factors operating at the local, national and international levels (Table 1.4).
These factors are illustrated in Chapter 2 with respect to agriculture, decentralization and
urban development projects in Asia.



Table 1.4 Factors Affecting Success of Project Implementation

* Inexperience in
procurement (4)

* Poor reporting Project Organization cot serto
delays
disbursement * Agencies do not have sufficient staff or resources slows demerg

* Poor coordination between agencies * Inefficient
* Poor communication between agency and beneficiaries beneficiary

N, selection

ProJect Concept o ~~~(2) (3),
Project Concept Resource Mobilization Service Delivery

Design * Disbursement delays * Lack of community supporl Operations

Wrong assumptions * Procurement problems * Poor communication and Impacts
about: * Participants do not * Services not accessible Maintenance
* Labour availability contribute resources to some sectors
* Community response
* Needs assessment
* Implementation method
' Effects of services

Part/cipar n (5) Participants Use of outputs
willing to provide .pUnexpected Participant not willing to udoes not
labor or money Responses use evcs _ p_od'uce epete

|Resources diverted|I
or delayed by IiI

|political or (6) * Delays caused by 
|administrative |lII natural disaster l
|pressures l External Events | | Service allocation |

I l | ~~~~~~~~~~influenced by l
| | | ~~~~~~~~~~political pressures 



The Concept of Sustainability and Its Importance 17

The Impact of Project Design and Implementation on Sustainability

PROJECT CONCEPr AND DESIGN. Where the primary project objective is to achieve precisely
defined physical and economic objectives, priority will be given to speedy and cost-effective
implementation and little attention will be given to institutional development and the
creation of structures which can ensure the continued operation of the project. In other cases,
however, project objectives explicitly include institutional development at the community
and local government levels and systems are proposed to ensure the generation of adequate
resources to cover recurrent costs.

Governments and international development agencies often have a relatively short-term
perspective which constrains the way in which project objectives are defined. Governments
are usually elected for periods of five years or less, and prime ministers and presidents are
usually more concerned that schools, roads, and other capital projects are built (and of course
inaugurated) than with providing for adequate maintenance of roads or schools over the
following 5, 10, or even 20 years. A major objective of the First Bangladesh Integrated Rural
Development Project (see Chapter 3) was to increase food production as rapidly as possible,
and short-term quantitative objectives were established which put pressure on the
implementing agencies to create the maximum number of cooperatives and to authorize as
many irrigation equipment purchase loans as possible. This created a large number of weak
and financially unsound cooperatives which had authorized loans without following
established administrative procedures. These quantitative project objectives, which were
perfectly understandable given the desperate circumstances of the country, created serious
difficulties for the long-term sustainability of the project.

Sustainability can also be affected by wrong assumptions about labor availability,
community responses to the project, assessment of community needs, the efficacy of different
service delivery systems and the short- and long-term effects of the provision of certain
services. The choice of technology and design decisions on factors, such as plot size and
cropping patterns, can also be crucial.

PROCUREMENT PROCEDURES. The root cause of many sustainability problems can be traced to
procurement. Delays in obtaining equipment, approving contractors, or acquiring materials
frequently lead to implementation delays, cost overruns and poor quality of services. These in
turn may lead to the reduction in size of the project or elimination of key services. Often this
affects the quality of the capital stock and increases maintenance problems. The need to
recover lost time or to reduce the scope of the project often leads to the exclusion of low-
income or politically weaker groups. Land acquisition has proved to be a major cause of
delay in urban development projects (see Chapter 2) and has often affected sustainability by
causing delays, cost over-runs, and in some cases the elimination of certain community
services.

Chapter 3 shows that procurement related issues caused serious difficulties for many
irrigation and rural development projects in Bangladesh. Procurement took longer than
expected, causing price escalations and delays in other components. Another problem was
that the very precise and inflexible procurement procedures made it difficult to change
specifications when it became apparent that a particular kind of equipment was no longer
appropriate. For example, the falling watertable made many shallow tubewells inoperable,
but the administrative difficulties involved in changing specifications and agreeing on
changes in the procurement procedures meant that it was not possible to purchase the
required deep-tube wells with project funds.

SERVICE DELIVERY. Sustainability can be affected by the choice of implementation methods.
Decisions about the degree of beneficiary involvement in construction and other
implementation activities can have an important effect on later beneficiary support (or lack
of support) for the project.
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Choices must also be made as to the procedures for participant selection and distribution
of benefits. Sometimes a more cost-effective method of participant selection (such as office
interviews rather than house visits) can produce a bias against low-income or weaker groups
and can again affect long-term support for the project by different groups.

The Impact of Project Organization and Institutional Development
on SustainabilitiY

Chapter 2 emphasizes that decisions on project organization and the strategies for
strengthening the capacity of project implementation and management agencies, has been a
key determinant of the success of agriculture, decentralized development, and urban
development projects. Difficult decisions frequently have to be made about which should be
the lead ministry or agency, what kinds of coordinating mechanisms should be established
between agencies, and whether the project should be implemented through an existing
department or through a specially created project implementing agency. Due to the high
priority given to project implementation, special project implementation (project
management) units are commonly established to speed up implementation. Frequently these
units are disbanded as soon as physical implementation of the project is completed, and no
adequate organizational arrangements are made for the transition to project operation. A
frequent problem is that the newly implemented project is handed over to the appropriate
line ministry or administrative agency without the provision of the necessary financial or
staff resources. The lack of resources is often further complicated by the reluctance of a line
agency to assume responsibility for a project which they had not themselves developed and
which frequently incorporates concepts with which the ministry may not agree.

OED reports that most sustainable World Bank operations have put a major emphasis on
the development of the institutional capacity required to sustain benefit flows after their
completion. It is also reported that while components aimed at strengthening institutions
feature in a high proportion of World Bank-financed operations, many of these components
are judged not to have had lasting positive effects. In general, the World Bank, as well as
many other international agencies, appears to have paid less attention to institution
building than to the technical and economic aspects of projects-with serious consequences for
the long-term sustainability of many operations.31

Another key issue relates to the institutional arrangements (or lack of arrangements) for
involving beneficiaries in the planning and implementation of the project. There is a large
literature demonstrating the relationships between beneficiary involvement and the success
of project implementation and sustainability.3 2 While some projects make specific provision
for involving beneficiaries in the design and management of the project, others do not.
Norman Uphoff (1986) describes irrigation management as a socio-technical process and
states the following:

The benefits from irrigation are few unless the ultimate water users employ their own
labor and capital in ways that make good use of available and anticipated land and
water resources. It is the users who decide in the final analysis if the prices are "right"
and who judge the suitability of soils and physical structures for growing irrigated
crops. (Uphoff, 1986, pp. 34)

The Impact of External Factors on Project Sustainability

Sustainability is affected by a wide variety of macro-level factors over which project
planners and managers have very little control. Changes in the national and international
economic environmrient can have drastic effects on the long-term viability of a project.
Changes in the international price of goods produced by the project or on the price of
imported mnaterials can seriously affect the profitability of projects. The oil crises beginning
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in the early 1970s provide a dramatic example of the impacts of these changes. National
economic policy changes-which are usually beyond the control of project managers-can
suddenly lower the price at which outputs can be sold or the price which must be paid for
materials or labor.3 3 Political events such as national or local elections or civil unrest can
also affect projects. Government changes can rapidly erode or strengthen the base of support
for a project-with significant effects on budgetary provisions or access to foreign exchange or
materials and equipment in short supply.

Natural phenomena such as droughts and flooding regularly affect output and the
condition of roads, irrigation systems, and equipment. The Bangladesh Integrated Rural
Development case study gives numerous examples of the impacts of natural phenomena. Good
harvests encouraged loan repayment, flooding destroyed harvests, and the sinking water
table made many shallow tubewells and handpumps ineffectual.

The sociocultural characteristics of beneficiaries also affect sustainability. The social and
political organization of rural communities can either facilitate or make more difficult the
creation of cooperatives and the organization of rural development programs. The
concentration of political and economic power in rural Bangladesh militates against
successful cooperative or irrigation programs as wealthier farmers tend to coopt or to
undermine the program-in either case reducing the project's accessibility to low-income
farmers (Bangladesh Rural Advancement Committee, 1983). On the other hand, the long
tradition of community organization and self-help in Indonesia (gotong royong) has greatly
facilitated the development of community-managed minor irrigation projects (Dilts et al.,
1990) and self-help urban development programs (Bamberger and Shams, 1990).

There is also considerable evidence that traditional sex roles create barriers to the full
participation of women in many income-generating projects. Heyzer (1987) describes how
Asian women often lose their traditional land-use rights during the process of agricultural
modernization. The experience of programs such as the Grameen Bank and the Bangladesh
Rural Advancement Committee (BRAC) has shown the cultural barriers to the participation
of Bangladeshi women in credit programs designed to promote small businesses.
Organizations such as the Self-Employed Women's Association (SEWA) and the Working
Women's Forum in India (Arunachalam, 1989) have demonstrated the cultural, legal,
political, and economic problems facing Indian women seeking to participate in labor unions
or start their own small businesses.
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Notes

1. See Ahmed and Bamberger (1989) for a discussion of how monitoring and evaluation
(M&E) is organized in the countries of South Asia and for an analysis of some of the reasons
why M&E systems tend to focus on the project implementation phase.

2. Centre for Science and Environment (1984-85), p. 362.

3. Davis and Schirrner (eds.) 1987.

4. OED (1985).

5. OED (1986).

6. OED (1990). Chapters are devoted to "Sustainability of Development Operations,"
"Financial Aspects cf Sustainability," and "Managing Natural Resources, Strengthening
Institutions: Two Aspects of Sustainability."

7. See, for example, OED (1987) and OED (1988a). Several studies are under way on the
impacts of irrigation projects in Mexico, Morocco, the Philippines, and Thailand, and
education impact studies are under way in Indonesia, Colombia, and Malawi.

8. In 1988 reports were publislhed by Poverty Task Forces of both the World Bank (see
World Bank, 1988) and the Asian Development Bank (ADB) and in 1987 the United Nations
Children's Fund (UNICEF) published the findings of a worldwide study on the impacts of
structural adjustment on the poor. See also Lewis et al. (1988) and Society for International
Development (1989) (particularly Section 1 which addresses some of the issues of sustainable
development).

9. OED (1990), Table 4.2.

10. Honadle and VaknSant (1985).

11. It is well established that families at the "tail" of irrigation systems are the first to
lose access to water if the system does not operate well (see Uphoff, 1989). See Cheema
(1985) for a discussion of the relationship between the efficiency of project implementation
and accessibility of services to the poor.

12. See Heaver (1989) for a discussion of the linkages between efficiency and accessibility
of health services in India.

13. Centre for Science and Environment (1984-85), pp. 1, 27, and 49.

14. Honadle and VanSant (1985), p. 2.

15. OED (1986), p. I1.

16. OED (1989). See p. ii and also Part Four for a detailed discussion of the indicators used
to assess the sustainability of the First and Second World Bank Education Projects in
Indonesia.

17. This is somewhat analogous to the use of social weights in cost-benefit analysis to
reflect the value given to consumption and investment, or to consumption by different income
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groups (see Squire and van der Tak, 1973). See Norgaard (1989) for a discussion of how a
similar weighting system could be used to incorporate sustainability objectives into project
analysis and national accounts.

18. In recent years evaluation researchers have become increasingly interested in Meta-
Analysis procedures through which the results of earlier evaluation studies are synthesized
so as to produce estimates of the likely range of impacts which can be expected from
different kinds of interventions (see Wolf, 1986). Similar procedures could be used to provide
a yardstick for assessing the sustainability performance of a projects in comparison with
similar projects.

19. The World Bank methodology for estimating ERR is described in Squire and van der
Tak (1973) and in Gittinger (1982). For a discussion of the application of this methodology to
social sector projects see Thompson (1980).

20. See Gittinger (1982), pp. 279-81.

21. OED (1990), Chapter 4.

22. OED (1990), Chapters 2-3.

23. For a discussion of the selection of appropriate discount rates for the assessment of
project sustainability, see Ahmad, El Serafy, and Lutz (1989), particularly Chapters 1 and 8.

24. El Serafy and Lutz (1989), p. 2.

25. See the chapters by El Serafy and Bartelmus in Ahmad, El Serafy, and Lutz (1989).

26. Cited in Tisdell (1988), p. 373.

27. See Ahmad, El Serafy, and Lutz (1989) for a review of recent developments in
environmental accounting.

28. For a description of this project see Bamberger, Sanyal, and Valverde (1982).

29. These factors are discussed in OED (1985) with respect to each of the main economic
sectors.

30. OED (1990), Chapter 4.

31. OED (1990), Chapter 5.

32. Some of this evidence is presented in Bamberger (1988).

33. During the Bangladesh seminar, examples were cited of (a) public sector enterprises
which were ordered to increase their number of workers to contribute to government efforts to
combat unemployment and (b) sudden administrative changes in the prices at which products
could be sold or raw materials purchased.
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SUSTAINING DEVELOPMENT PROJECTS: A REVIEW

OF EXPERIENCE IN ASIA*

Introduction
Development projects are, and will continue in the foreseeable future, to be the main

instrument of development policy and international assistance. Despite an increased
emphasis on program and sector lending, multilateral and bilateral assistance agencies
provide most of their aid through projects. The World Bank, for example, lends for specific
projects which are selected, prepared, appraised, supervised, and evaluated in cooperation
with recipient countries. USAID provides a major portion of its financial and technical
assistance through projects and through programs.

Development projects offer several advantages to international assistance agencies as well
as to governments in developing countries that are seeking external funding. As Dennis
Rondinelli (1983) pointed out, special advantages of development projects are that these are
identifiable and organized sets of development activities, that these can be effective means
to translate development plans into concrete courses of actions, that these are instruments for
mobilizing and allocating resources to development activities, and that these can be
analyzed and appraised before funds are committed. Furthermore, projects can be used for
innovative or nonroutine development activities and can be formulated as manageable units
of activity guided by well-defined planning and administrative procedures. 1

The project approach to development assistance and policy, however, could have several
negative implications, particularly related to institution-building and sustainability.
Externally funded projects are likely to have short-term horizons and tight schedules. Such
projects usually fragment local institutions, lack adequate mechanisms to ensure access for the
poor, and do not strengthen the administrative capacity of agencies that must sustain the
projects benefits.

The recent focus on project sustainability is a result of the inadequacies of past
approaches to project design and management. Some of the consequences of these foreign-
assisted approaches are inadequately maintained infrastructure and services, discontinuity of
projects after donor withdrawal, lack of integration with the government's ongoing programs,
and incompatibility of some of these projects with the socioeconomic and administrative
milieu of developing countries.

The project level data used in the paper are mainly from three sources: review of
sustainability of projects by OED, analysis of decentralized local development projects
undertaken by UNCRD, and case studies of urban shelter and services projects commissioned
by UNCRD. In addition, relevant data from a review of ADB's experience with urban
projects, and from three case studies undertaken by training and research institutions in
Bangladesh are also used.2

This chapter was prepared for and presented at the Bangladesh PATC seminar. It was prepared by
Shabbir Cheema as part of a cooperative agreement between the United Nations Centre for Regional
Development (UNCRD) and the Economic Development Institute. The views expressed in the chapter
are those of the author and do not necessarily reflect the views of UNCRD.
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This paper focuses on people-centered rural and urban development projects. Table 2.1
presents aspects and indicators which could be used to assess sustainability of these types of
projects.

Table 2.1 Aspects andl Indicators of Project Sustainability

Continued Service Delivery

Efficiency of Delivery System

- per unit cost of services delivered

- extent of delivery targets met

- degree of community satisfaction with services delivered

- degree of cost recovery, if applicable

- actual expenditure vis-a-vis targets

- extent of local resource mobilization

Equity, Access, and Usage

- socioeconomic backgrounds of project beneficiaries

- geographical distribution of services

- effect on income disparities

- degree to which services and facilities are used

Long-Term Institutional Capacity

Institutional Capacity

- degree of increase in planning and implementation capacity of local organizations

- extent of improved coordination and integration of project activities with existing
local institutions

- extent of clarity in allocation of functions and responsibilities

- improvements in training and personnel practices

Participation

- degree to which roles of elected have been strengthened

- increased involvement of communities in identifying local needs and choice
and location of services

- extent of community involvement in planning, implementing and monitoring projects

- number of comrnunity organizations and frequency of their meetings

- composition and leadership of local community organizations

Economic Rate of Return

- comparison of rates of return at the time of project completion and after project has
been operating for several years

Source: Compiled by the authors.
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Agricultural and Rural Development Projects

During the last three decades, the developing Asian countries have planned and
implemented numerous agricultural and rural development projects. With varying degrees,
most of these projects were aimed at transforming rural areas, such as by raising agricultural
and rural productivity, strengthening cooperation in rural areas for production and
distribution, and reducing disparities in access to government-initiated programs and services.

The overwhelming majority of people in Asia live in rural areas. Rural development has,
therefore, been considered an important objective of development planning. Multilateral
organizations such as the World Bank and ADB and bilateral donor agencies such as USAID
have been providing assistance in this sector.

The World Bank has been one of the main donors in this sector. As Table 2.2 shows, the
objectives of the selected Bank-assisted projects have varied from one country to another. The
main objectives have included supplying controlled irrigation and rehabilitating
deteriorated irrigation systems, establishing new settlements including production schemes,
and strengthening an agricultural university by constructing new buildings, procuring
equipment, and improving curriculum and research facilities. Some of the other projects were
aimed at providing medium- and long-term credit to rice and sugar farmers, improving trade
and agricultural schools, increasing agricultural production and employment opportunities for
the rural landless, and improving access to primary education.

OED has examined the extent of sustainability of some of the Bank-assisted projects in
this sector.3 Training and research institutions in Bangladesh have also assessed
sustainability of three of the Bank-assisted projects in the country.4

In the case of two irrigation projects in Malaysia, the level of estimated benefits at the
impact evaluation stage mostly exceeded the returns anticipated at project completion. There
was a rapid spread of technology, improved cropping technologies, and the
institutionalization of project authorities. Yet despite this, the OED report shows that
existing inequities were increased as a result of the project, improvements were needed in
monitoring and evaluation capability, and applied research and extension needed to be
strengthened.

The First Irrigation and Rehabilitation Project in Indonesia laid the foundation for self-
sustained growth in paddy production, technological advances, and the institutionalization
of a project-specific agency. However, as in the case of Malaysia, the project resulted in
increased income inequalities. Furthermore, village-level institutions were not able to
rehabilitate and maintain the "tertiary" irrigation system.

The Agricultural Development Project in Papua New Guinea led to the achievement of
stated targets, the establishment of a technological base, the promotion of informal
assistance groups and the lessening of ethnic tensions.

The Philippine First Education Project improved research programs, increased the number
of teaching staff, and led to the continuation of the university's training program. However,
the enrollment increased too rapidly vis-a-vis existing facilities, funding for repair and
replacement of equipment and supplies was inadequate, and the follow-up support from the
World Bank to complete certain activities was unavailable. The Philippine Second Rural
Credit Project led to a significant increase in paddy yield, technology adoption, and income
levels. However, long-term sustainability was reduced because of the absence of technical
assistance and training for rural banks.
The three projects in Bangladesh showed mixed results. In the case of Rural Development I
Project, only 74.7 percent of the approved funds were spent for the implementation of the
project and there was no discernible impact on agriculture in the project areas as distinct from
areas outside the project. The district councils were not able to effectively operate and
maintain the physical infrastructure. Medium- and large-scale farmers had disproportionate
access to yroject facilities. The project failed to create the Comilla spirit of cooperative
activities. The Primary Education Project led to increased enrollment, decreased the overall
dropout rate, and satisfactorily achieved its physical targets. Yet, as the case study shows,
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Table 2.2 Sustainability of Agricultural and Rural Development Projects
Funded by the World Bank

Project Project Objectives Extent of Sustainability Achieved

Muda and Kembu Irrigation Projects, -to supply controlled irrigation to -the level of estimated benefits of
Malaysia established farm lands impact evaluation exceeded the returns

-to expand production of main anticipated at project completion
season crop of paddy -rapid spread of technology including
-to provide opportunities for an use of improved varieties, fertilizers,
off-season crop and machinery

-increased cropping intensities and
productivity gains
-institutionalization of project
authorities after project completion
-emergence of quasi-autonomous
Farmer's Associations with power to
represent local farming interests
-the need to improve applied research
and extension fadlities further
-the need to improve monitoring
and evaluation capabilities further
-increase in existing inequities as a
result of the project

First Irrigation and Rehabilitation -to rehabilitate badly -the establishment of a firm basis for
Project, Indonesia deteriorated irrigation systems self-sustained growth and paddy

in Java production
-to construct a system for a -technological advance and increased
resettlement area on Sumatra availability of water

-increase in income inequalities due to
nonegalitarian ownership of or access
to land in the project
-institutionalization of the project-
specific agency
-inability of village-level institutions
to rehabilitate and maintain the
"tertiary" irrigation system

New Britain Agricultural Develop- -to establish a settlement- -achievement of targets and major
ment Project, Papua New' Guinea cum-oil palm production project objectives dealing with

scheme production, export earnings, export
-to develop coconut estates and earnings, stable settlement, and
beef ranches, and to construct prosperity of small holders
a wharf -establishment of a technological

base during early planting and
maintenance years
-institutional development,
particularly formation of small,
informal assistance groups and growth
of local branches of the Papua
New Guinea Development Bank
-lessening of ethnic tensions due
to the project activities
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Table 2.2 (continued)

Project Project Objectives Extent of Sustainability Achieved

First Education Project, -to implement portions -fourfold increase in number of teaching
Philippines of a Five-year Development staff and improvement of structure of

Program or the University of the faculty's degree qualifications
fthe Philippines College of -improved research programs
Agriculture at Los Banos -continuation of the university's
-to construct and renovate training program following the
buildings completion of the project
-to procure equipment -maintenance of continuous contact
-to develop staff and curriculum with the external community by
-to improve and expand developing and publicizing high-
research facilities yielding varieties of rice, wheat

-too rapid an increase in enrollment
vis-a-vis existing facilities
-inadequate recurrent cost funding for
repair and replacement of equipment
and supplies
-unavailability of follow-up from the
World Bank to complete certain
activities

Second Rural Credit Project, -to provide medium- and long-term -project audited in 1976 and at time
Philippines credit to rice and sugar farmers the ERR was estimated was 32 percent

for the purchase of farm as compared with appraisal estimate
machinery of 35 percent. The EER, during

impact evaluation in 1983, was
reestimated at 26 percent

First Education Project, Thailand -to construct new and renovate -achievement of enrollment and output
existing trade/industry and targets
agricultural schools throughout -only about half of trade school
the country graduates and one-fourth of
-to provide equipment for project agricultural school graduates met the
schools project's manpower objectives of being
-to provide technical assistance directly employed in a relevant sector
for teacher training and -nine years after the physical
curriculum training completion of the project, the physical

facilities and equipments were found to
be well maintained because of staff
training dealing with utilization and
maintenance of equipment
-implementation of practical,
detailed curriculum
-improved quality and quantity of
technical and agricultural teacher
staff
-considerable "overproduction" of trade
school and agricultural graduates,
affecting long-term sustainability of
vocational program
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Table 2.2 (continued)

Project Project Objectives Extent of Sustainability Achieved

-lack of adequate mechanisms to
coordinate vocational curricula with
the needs of government and private
enterprises and to monitor demand
levels

Rural Development I Project, -to increase agricultural -only 74.7 percent of total outlay
Bangladesh production spent for implementing the

-to build and strength institu- project
tions to improve agricultural -except for two, physical targets
supporting services were achieved
-to create employment for the -no discernible impact on agricultural
rural landless people areas as distinct from areas outside
-as part of project's components, the project
to provide rural works -lack of institutionalization of RDI-
(Rural Works Programme), minor KSS
irrigation, rural credit, TCCA -inabflity of district councils to
KSS, agricultural extension, operate and maintain the.physical
livestock improvement, pond infrastructure
fisheries, and technical -medium- and large-scale farmers had
assistance disproportionate access to project

facilities
-lack of adequate coordination with
existing agencies
-inability of project to create Comilla
spirit of cooperative activities

Source: World Bankc sources.

the condition of physical infrastructure and that of plants and equipment needed
improvement, and no funds were provided in the project for the maintenance of buildings.6

The BAU component of the First Education Project led to the sustainability of enrollment
and output targets. The university has been able to supply the needed manpower. However,
the project facilities have been inadequately maintained and there has been relatively less
progress in acadernic and research improvements.

Decentralized ILocal Development Projects

Evolution of Decentralization Projects

During the past three decades, the developing Asian countries have planned and
managed several relatively more decentralized, local development projects. There was a
wide range of reasons for governments to formulate these programs and projects. Some of the
reasons were as follows:

* Concern of some governments that economic growth often had not been accompanied by
equitable distribution of benefits.

* Pressures from below for increased popular participation in the development process.
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* Influence of international aid agencies attempting to promote small-scale, rural
development projects.

* Increasing complexities of development which increased responsibilities and work of
national agencies.

* The need to strengthen the planning and management capability of local organizations
by giving them the authority to design and implement their own projects and thus to
learn from their own experiences.

* The need to mobilize political support from rural areas.
* Recognition of the need to formulate special programs outside the traditional

administrative system to assist small farmers and other disadvantaged groups.

Objectives of the Local Development Projects

As Table 2.3 shows, the local development projects were aimed at promoting rural
transformation by increasing the capacity of local organizations to undertake small-scale
development projects.7 The Small Farmers Development Agency (SFDA) in India was created
to provide credit and other inputs to small farmers and landless laborers. The Rural
Employment Generation Program in Thailand was aimed at providing the rural poor with
jobs during the dry season. The Federal Agricultural Marketing Authority in Malaysia was
created to improve the marketing system so that Malay farmers could increase their incomes.
Integrated Rural Development Programs in Pakistan and Nepal sought to provide
agricultural inputs and services to farmers and raise the incomes of the rural poor. Provincial
Development Programs in Indonesia and the Philippines tried to strengthen the capacity of
local government units to plan and implement projects. The District Budget Program in Sri
Lanka was designed to elicit popular participation in identifying and implementing rural
development projects and activities.

Assessing the Sustainability of the Agriculture and Rural Development Projects

The SFDA in India had a significant impact in distributing services and inputs to
individual farmers and increased local capacity for planning and managing development
projects. The SFDA was institutionalized and renamed District Rural Development Program
which indicates its sustainability.

The Provincial Development Program (PDP) in Indonesia deconcentrated part of planning
and management authority to provincial and district level agencies. The central government
provided technical support to strengthen

LOCAL CAPACrry. The program has gradually been extended to other districts, though the
sustainability of the project after withdrawal of donor assistance remains to be seen.

The Federal Agricultural Marketing Program in Malaysia increased access of small
holders to marketing facilities. The authority created to implement the project was
institutionalized. However, people's organizations were not involved enough in planning and
managing project activities.

The Rapti Valley Integrated Rural Development Program strengthened local-level
planning and management capacity and led to a more coordinated provision of inputs and
facilities. The Integrated Rural Development Program in Pakistan also facilitated the
coordinated provision of inputs and facilities and increased local-level capacity of
development management because of technical support from the center and provinces. In both
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Table 2.3 Sustainability of Decentralized Local Development Projects

Project Project Objectives Extent of Sustainability Achieved

Small Farmers Development -to ensure institutional credit to farmers -significant impact in distributing
Agency (SFDA) India -to strengthen managerial capability of services and inputs to individual farmers

credit institutions -increased local capacity
-to assist target groups in agricultural -the SDA was institutionalized and
programs, credit, inputs, etc., and to was renamed District Rural Development
assist marketing/processing Program (DRDP)
organizations

Provincial and Development -to increase the income and enhance the -deconcentration of part of planning
Program, Indonesia welfare of low-income management authority to provincial

villagers in critical areas agencies
-to strengthen administrative -heavy commitment of staff by the
capability of field offices, local central government to strengthen local
governments and particularly capacity
Bappeda for planning and development -experimental nature of project

-gradual extension of the program to other
provinces

Federal Agricultural -to improve marketing system for -increased access of small-holders to
Marketing Authority "agricultural products" in marketing facilities
Program, Malaysia order to ensure fair returns to farmers -institutionalization of the agencies

created under the project

-lack of involvement of people's
organizations

Rapti Valley Integrated -to improve food production/consump- -provision of training to improve local
Rural Development Program, tion in the zone level planning and manage capacity
Nepal -to increase income-generating -more coordinated provision of inputs and

opportunities services
-to strengthen development capacity of -lack of adequate popular participation
local organizations in development activities
-to increase access to national delivery
system

Integrated Rural Develop- -to provide of government inputs/ -increased access of inputs and facilities to
ment Program, Pakistan services, to increase agricultural local people

output and provide income/ -coordinated provision of inputs and
employment facilities
-to improve access to government -increased local level management
fadlities and programs capadty due to technical support

from the centre and provinces
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Table 2.3 (continued)

Project Project Objectives Extent of Sustainability Achieved

-Provincial Development -to improve capacity of provincial -improvements in provision of

Assistance Program, Philippines governments for planning, coordination, services and facilities
and implementation -strengthened technical and

-to improve real property tax managerial capacity of the

administrationim provincial staff

-to improve infrastructure for agricultural -sustainability after donor
and rural development withdrawal uncertain

Rural Employment Generation -to provide the rural poor with paid -the provision of local employment

Program, Thailand jobs, particularly during slack seasons opportunities
-to give opportunities to Tambon -strengthening of local level

Councils to implement project, thereby organizations

strengthening their management skills -increased capacity of local
institutions to implement local
projects and maintain local
facilities

District Budget Program, -to facilitate popular participation -effective mechanism for

Sri Lanka by involving people and their participation of people in
organizations in identifying identifying local projects
projects -contributed to strengthening
-to enable members of Parliament to capabilities of local organizations
exercise control over part of local funds -planning and management through

existing institutions
-continuity of the program which
reflects its sustainability

Source: Compiled by the authors.

these programs, however, people's organizations were not involved enough in identifying
local needs and implementing development activities.

The Provincial Development Assistance Programme (PDAP) in the Philippines led to
improvements in the provision of services and facilities and to strengthened technical and
managerial capacity of the provincial staff. As in the case of PDP in Indonesia, however,
the sustainability of the PDAP in the Philippines after the donor withdrawal remains to be
seen.

The Rural Employment Generation in Thailand provided local employment opportunities,
strengthened local-level organizations and increased the capacity of local institutions to
implement local projects an maintain local facilities.

The District Budget Program in Sri Lanka provided an effective mechanism for
participation of people in identifying and implementing development projects. The activities
under the project were planned and implemented through existing local-level institutions.
The program has been continuing for several years, which reflects its sustainability.

The selected local development project contributed to strengthening the planning and
management capacities of local and regional organizations. Through these programs
agricultural inputs and social welfare services have been provided to rural areas, and
infrastructure has been improved. The implementation of these programs has led to an
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increased awareness of the need for decentralization of authority and responsibility at local
and regional levels. Yet the access of the rural poor to government facilities and services has
not significantly improved. Most of the programs were limited in scope and were allocated
only a small percentage of local development expenditure. Most of the organizations to
which responsibilities were decentralized did not prove to be viable mechanisms for popular
participation. Finally, the decentralized units often failed to coordinate their development
activities at the local level.

Urban Development and Shelter Projects

The significance of shelter and basic urban services has become more recognized by
planners and policymakers in developing countries. Indeed, since the 1970s, several efforts
have been made at the national, regional, and international levels to meet urban service
deficiencies. In the case of Asia, Yeung (1983) has identified three major policy trends at the
national level during the 1970s in providing low-income housing.8 Firstly, many governments
have adopted "a conciliatory and accommodating" approach vis-a-vis squatter settlements.
Secondly, housing is recognized "as a productive sector in its own right and a means to
achieve social and economic objectives."9 Thirdly, the governments have established
national housing authorities to plan and implement low-income housing. At the regional
level, national experiences are being increasingly shared through research networks,
conference, seminars, and study visits.

At the international level, the assistance for shelter programs has significantly
increased. In this regard, the World Bank has played a leading role. For example, by 1982,
90 sites and services, and commrunity-upgrading projects supported by the Bank were in
different stages of implementation in 50 developing countries. By 1981, the average amount
lent for each of the shelter projects had reached US$216 million. 10 These had benefited
about 25,000 households per project. These projects provide secure tenure and a range of basic
services, and they emphasize cost recovery for increasing the likelihood of replicability.
The propositions on, which the projects are based are that the provision of secure tenure and
basic services wouldL encourage low-income households to improve their housing through self-
help financing and construction, and that improved living conditions would lead to growth in
productivity and income.11 Due to lowering of standards in sites and services projects and the
encouragement of community participation in slum improvement projects, a relatively large
percentage of the target population has benefited from these projects.

In addition to the World Bank, several other international organizations have provided
support for shelter and basic urban services in lower-income settlements. USAID, for example,
established the Housing Guarantee Loans Program in order to provide housing finance. The
Institute of Housing Studies and the Canadian International Development Agency (CIDA)
have been providing assistance for training housing administrators. ADB established the
Urban Development Division and has been providing assistance for shelter projects. UNICEF
has been actively supporting urban social services in slums and squatter settlements with a
focus on the improvement of the socioeconomic situation of women and children. Finally, the
United Nations Conference on ]Human Settlements, which was held in Vancouver in 1976,
had a significant inapact on recognition of the need to provide shelter, infrastructure, and
basic urban services in low-income urban settlements. Delegations representing 124 of the 137
participating governments endorsed a set of recommendations which, among others,
emphasized the need to ensure that the urban poor have adequate access to shelter.

The Evolution of Selected Projects

Since the 1970s, several developing countries have initiated urban projects aimed at
providing shelter, services, and infrastructural facilities to low-income groups. UNCRD
sponsored case studLies of some of these projects in order to identify policy implications for
providing basic urban services to the poor. The purpose of the case studies was to examine
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performance, impact, and sustainability of these projects. Table 2.4 presents the stated
objectives of the selected projects.

The evolution and rationale of these projects can be better understood within the context
of particular social, economic, and political conditions in the respective countries. Yet there
are several similarities concerning the evolution of the project which could be summarized as
follows:

* The selected projects reflect the government's responses to the failure of conventional
approaches in providing shelter and basic urban service to low-income groups.

* In most cases, political expediency necessitated recognizing squatter settlements and
initiating improvement strategies.

* Active community participation was considered a prerequisite for the success of
selected projects. Therefore, one of the main objectives of most projects is to promote
active participation of the people in identifying local needs, thereby mobilizing
community resources and implementing development activities.

* The projects are based on the assumption that the security of tenure and physical
upgrading would encourage residents to improve their houses on a self-help basis.

* Each of the projects emphasizes the provision of basic urban services such as potable
water, garbage disposal, drainage, and community centers.

• International agencies (in particular, the World Bank and UNICEF) have played an
important advocacy role in the government's recognition of the need for formulating
poverty-oriented urban projects, and have provided financial and technical support to
implement most of the selected projects.
Most of the projects were experimental in nature and were aimed at replication to
reach the largest number of urban poor.

Assessing the Sustainability of the Urban Shelter and Services Projects

The sustainability of urban shelter and services projects can be assessed in terms of
physical achievements, accessibility to target populations, adequacy of service coverage for
the poor, improvement to dwelling units, impact on employment and income generation, use of
private and informal sectors in the service delivery, integration of services, replicability,
and other impacts on urban areas. While it is difficult to give weight to the above
dimensions of policy and program impacts, access to public services for the urban poor and
replicability are assumed to be the most critical.

The ability of governments to replicate service improvement programs in poor communities
depends heavily on their ability to recover some or all of the costs of service extension.
Their limited ability to extend services to the urban poor through general revenues has
meant that the costs recovered from services in some communities must be used to finance
those in others.

Experience with recovering the cost of urban services through user charges, taxation, or
other means has been mixed, and as a result replication has been limited. In Pakistan, the
government has found it difficult to recover costs for the services provided in slum and
squatter communities, even though some of the residents are not poor. Cost recovery through
the sale of improved plots by urban development authorities, of example, has been limited
by their "break-even policy" used to keep the price of redeveloped land within the means of
the poor. In some cities officials divert the proceeds of land auctions to subsidize services in
richer neighborhoods. Underpricing usually leads to land speculation, hence the profits
accrue to speculators rather than to the development authorities.12

To the extent that service improvements through self-help activities-in which residents of
a community provide labor, materials, or other contribution-lower the costs of service
extension or delivery for municipal governments, such schemes as Orangi in Pakistan and the
Nadi Programme in Malaysia may be successful examples of cost recovery. While they do
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Table 2.4 Stated Objectives of the Selected Projects

Project Stated Objectives

Nadi Project, * to provide comprehensive health services, such as mother and child health
Kuala Lumpur in squatter settlements

* to provide basic services and amenities, such as water, electricity, and
refuse disposal

* to provide community and family development activities, such as preschool
education

* to promote community participation in local activities
* to focus on the urban poor as the beneficiary group

Lahore Walled * to improve basic living conditions in the walled city
City Project * to conserve places of cultural and historical importance

* to provide or improve services such as water, electricity, street
lighting, sewerage, and solid waste disposal, schools, and loans for house
construction

Integrated Social * to provide the basic services to meet the immediate needs of the poor in the
Services Project, area
Seoul * to assist the urban poor in becoming self-reliant

* to encourage community participation through grassroots organizations

Lahore Katchi * to facilitate community participation in activities dealing with the
Abadis Project * improvement of environmental conditions

* to provide infrastructural facilities, such as roads, a drainage system,
community halls, and a sewage system

* to mobilize community resources for self-sustaining development
* to provide social services, such as health, and education for children and

illiterate women
* to provide income-generating opportunities

Environmental Health * to provide physical amenities, such as water supply and sanitary toilets
and Community * to promote health education
Development Project, * to create a trained cadre of community workers, e.g., health wardens
Colombo * to establish community organizations to encourage popular participation

in the project

Surabaya Block * to make up for deficiencies in sectoral coverage of urban services
Grants Project * to facilitate community participation

* to encourage local initiative to solve peculiar problems of an area
* to strengthen local capacity for planning and management

Hyderabad Urban * to promote self-help activities by creating a sense of participation among
Community people
Development Project * to provide basic physical amenities

* to promote opportunities for income generation
* to create an increased awareness among the people by promoting

educational activities

Source: Compiled by the authors.
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not generate revenues directly, they free resources for use in other service improvement
projects.

In Indonesia, local governments have been able to recover some of the costs of providing
services throughout the Kampung Improvement Program (KIP) by charging for water,
sewerage or other services, and by increasing property taxes. However, the revenue recovered
represents only a small portion of the total costs of providing services through KIP.13

In the Philippines, the government has insisted on cost recovery for slum upgrading and
sites and services projects. However, it has attempted at the same time to make the projects
affordable for the poor, and often the two requirements have come into conflict. Keeping
projects affordable and still recovering costs has been especially difficult during periods of
high inflation. Cost recovery has been impeded by the rising prices of materials and
equipment, forcing the government to lower the standards of services provided to poor
communities or requiring slum dwellers to pay a larger percentage of their household incomes
for service improvements.14

Despite the above constraints on cost recovery, shelter projects have demonstrated that
low-cost houses can be built and made accessible to the vast majority of the urban poor. In
some countries the demonstration effort has been significant. In Pakistan, the Sixth Five-
Year Development Plan has recognized the need for alternative strategies and approaches to
provide shelter and services to the urban poor. De facto security of tenure has been granted to
residents of most squatter settlements. The success of the experimental Tondo Project in the
Philippines has improved the chances of replicability of such projects on a national scale.

Table 2.5 presents the performance and impact of selected projects. We find that all
projects had either moderate or high levels of physical achievement, which indicates that
with adequate political support, shelter and services projects can effectively be carried out
by the concerned government agencies. In the case of most projects, the accessibility of
services and facilities to targeted populations has been moderate. In none of the selected
projects has the improvement in housing been high, though in some cases the information
available is inadequate.

In none of the projects has the use of the informal service sector been high. It has been
moderate in Nadi, Integrated Social Services; Lahore Katchi Abadis; Environmental Health
and Community Development; and Dandora and Hyderabad projects. In most of the projects,
the impact on employment has been low. The Hyderabad project indicates great potential for
replicability, and those with moderate potential for replicability are Lahore Katchi
Abadis, Environmental Health and Community Development, and Nadi and Integrated
Social Service projects. The performance in terms of integration of services is high for two,
moderate for four, and low for one of the selected projects.

The Experience of the Asian Development Bank with Urban Shelter and Services

Since 1976, ADB has made loans for 15 urban development projects in 6 of its Developing
Member Countries (DMCs) amounting to US$576 million (Table 2.6). In addition, ADB funded
15 technical assistance and 3 regional projects in the sector. Urban sector studies have been
carried out in Indonesia, Malaysia, and Pakistan, and such studies in the other countries are
likely to be undertaken in the future. ADB has been lending in the sector for various types of
projects, including those aimed at providing low-income housing, developing small towns,
improving major urban infrastructure, providing regional development, and constructing new
towns.

Data to assess the extent of sustainability of ADB projects are not available. However,
several pertinent issues related to the Bank's urban projects, which have implications for
sustainability, are discussed in a review paper prepared by ADB staff for presentation to
the Regional Seminar on Major National Urban Policy Issues, which was jointly organized by
ADB and UNCRD and held in February 1987 in Manila.15 The review of ADB's urban sector
projects shows that in the case of the ongoing Bang Plee Project in Thailand, there is a need
for greater integration of services not only within a new community internally, but also with
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Table 2.5 Performance/Impact on Selected Projects

Type of Impact

Use of Employ-
Physical Accessibility Housing Informal ment Integra-

Acjhieve to Target Improve- Service and Replica- tion

Project ment Populations ments Sector Income bility of Services

Nadi Project M H 0 M H M M

Lahore Walled City H M* M L L* L H

Integrated Social
Services Project H H 0 M M M L

Lahore Katchi Abadis
Project M H M M L M M

Environmental Health

and Commuunity

Development Project H H M M* L* M M

mock Grants Project M M L* 0 L 0 M

Hyderabad Urban
Community Develop-
ment Project H H M M M H H

H = High; M = Moderate; L = Low; 0 = not known.
* Based on partial information.

Source: Compiled by the atthors.

metropolitan-wide transportation and water systems, respectively; that the problem of land
acquisition has somewhat slowed down the Bank's sites and services project; and that in
each of the four Indonesian projecl:s a greater degree of integration of various components has
been attempted.

ADB's projects in Malaysia focused on two types of regional development: (a) the
development of resource frontier regions and (b) in-site development of lagging regions. It is
too early to assess the sustainability of the second type of project. In the case of (a) above,
the Bank's study shows that even though the economic impact of agricultural land
development has been positive, "the development of the region depended for its population
on the migration of settlers from outside of the region, but various factors such as the labor
shortage nation-wide, the resulting practice of using foreign laborers and a reduction of man-
land ratios in view of the labor shortage have reduced the demand for project facilities."16

ADB's experience also shows that the central, provincial and local agencies are usually
brought together to formulate and implement urban development projects. However, such
arrangements tend to increase the fragmentation of the institutional machinery, thereby
negatively affecting long-term institutional development.
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Table 2.6 Bank Assistance for Urban Development and Housing
(Loan Projects)

Amount Date
Country Loan No. Project (million US$) Approved

Indonesia 271 Bandung Urban Development 1.15 August 26, 1976
and Sanitation

Hong Kong 297 Sha Tin Urban Development 20.5 April 14, 1977
(Housing)

Malaysia 44 Trengganu Tengah Township 16.0 June 29, 1978
Development

Indonesia 400 Bandung Urban Development 32.3 May 29, 1979

Korea, Republic of 424 Low-Cost Urban Housing 30.0 November 23, 1979

Hong Kong 452 Second Sha Tin Urban 60.0 February 28, 1980
Urban Housing

Thailand 481(SF) Bang Plee New Town 20.0 November 18, 1980

Korea, Republic of 538 Second Low-Income 60.0 November 12, 1981
Urban Housing

Indonesia 550 Medan Urban Development 39.3 November 26, 1981

Malaysia 583 Second Trengganu Tengah 30.2 September 28, 1982
Development

Indonesia 629 Small Towns Urban 36.7 June 9, 1983
Development

Malaysia 729 Kedah Regional Development 45.0 January 8, 1985

Thailand 36 Shelter Sector Project 38.0 April 23,1985

Indonesia 768 Second Bandung Urban 132.4 December 12, 1985
Development

Pakistan 793 Karachi Urban Development 55.2 October 14, 1986

Total 576.8

Source: Lee (1987).

Critical Factors Affecting Project Sustainability

Urban Shelter and Services Projects

The upgrading and sites-and-services projects analyzed in this paper have been implemented
in different social, economic, administrative, and political conditions. To varying degrees,
each of these projects has elements of success and failure, and Table 2.7 presents a summary
of some of the significant factors which affected successes or failures of the projects. Despite
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differences among the countries, the following critical factors seem to have affected program
implementation and sustainability in most cases:

* The degree of involvement of the local community in planning and managing projects.

* The extent of political and financial support at the national level for upgrading and
self-help approaches.

* Innovative and committed leadership at the agency level.

* The extent to, which the interagency coordination is effective.

* The ability to acquire suitable land in a timely and economical manner.

* The role of the implementing agency in organizing and motivating communities.

* Flexibility of building standards and codes.

* The support of local political leaders.

* The existing management capacities of communities.

* The extent of the community support for the project.

* Technical and financial support and advocacy by international organizations such as
UNICEF.

Agricultural and Rural Development Projects

Based on their analysis of 23 large-scale agricultural and rural development projects, OED
identified 6 sets of factors which seem to have influenced the sustainability of the selected
projects. First, the institutional capacity vis-a-vis responsibilities of the concerned agencies
at many levels was found to be a crucial factor in sustaining ongoing project activities. Of
particular significance was the development of autonomous and self-reliant grassroots
organizations.

Second, in most cases where the improved technology was adopted, the projects tended to
be relatively more sustainable. The technological success, however, was found to be
dependent upon the creation of a supportive institutional framework to ensure the delivery
of the technical package and its compatibility with the sociocultural environment.

Third, where the project activities were in conflict with existing socioeconomic behavior
and local traditions, the projects tended to be less sustainable, among others because social
forces, which were the result of project activities, had the potential for destabilizing
sustainability over the long run through their income distribution effects.17

Fourth, incompatibility between government policies and project objectives negatively
affected the extent of project sustainability. Of particular importance for such projects were
policies dealing with pricing, input supply, taxation, cost recovery, and land use.

Fifth, one of the crucial factors affecting sustainability was found to be the post-
completion recurrent cost financing. In addition, the burden tended to be exacerbated by
inadequate cost recovery through credit, marketing and irrigation schemes, and through
high-cost input subsidies.18

Finally, technical assistance and human resource development also affected the
sustainability of development projects. However, a clear distinction was found between the
impact of human resource efforts in education projects and those in agriculture.

The factors which seem to have affected the sustainability of the World Bank assisted
Primary Education Project in Bangladesh are a highly centralized system of planning and
management negatively affected implementation, the need for more flexibility in the project
design and implementation, low absorptive capacity for utilization of foreign aid, and
effective coordination.
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Table 2.7 Summary of Critical Factors in Implementing Upgrading
and Sites and Services Projects

Project Critical Factors

Nadi Project, - multi-agency committee for coordinating activities of over 20 agencies
Kuala Lumpur - communally-based political parties as the main channel for

patronage and mobilization in a plural society
- UNICEF technical assistance and advocacy
- generous government financial support during the initial phase
- the degree of the interest of the Secretary-General of the

Ministry of Federal Territory

Lahore Walled - single agency dominant style of implementation
City Project - lack of formal channels for community participation in project

activities
- financial assistance by the World Bank
- semiautonomous nature of the lead implementing agency

Integrated Social - interagency coordination through workshops and review meetings
Services Project, - the role of training and research institutions in mobilizing
Seoul community resources and support

- the establishment of community development committee to
facilitate community participation

- the provision of relief services to the disadvantaged groups
- technical support of UNICEF

Lahore Katchi - active community participation in project activities
Abadis Project - delays in acquisition of land for community halls and vocational

training centers
- financial assistance and advocacy by UNICEF
- political support for upgrading at national and regional levels
- financial and technical support and advocacy by UNICEF

Environmental - active role of health wardens in motivating communities
Health and - the establishment of community development committees to serve as
Community communication link between project staff and residents
Development - the creation of formal structure for interagency coordination after Project,
Colombo initial difficulties

- the relatively higher level of literacy and awareness among the
residents

- UNICEF technical assistance and advocacy
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Table 2.7 (continued)

Project Critical Factors

Surabaya Block - the involvement of too many agencies and layers of government
Grants Project - flexibility of approach adopted in selecting activities for funding

- funding and technical assistance by UNICEF
- the involvement of community leaders in choosing locations and

selecting beneficiaries
- limited management capacities of community leaders

Hyderabad Urban - the flexibility of approach in order to respond to specific needs of
Community communities
Development - mobilization of community's support and resources for project
Project activities

- innovative, well-trained, and committed project staff,
including community workers

- effective horizontal and vertical coordination in mobilizing
internal and external resources

- the establishment of basic linkages in development process, such
as linking communities with voluntary organizations and financial
institutions

- the construction of self-help houses

Source: Compiled by the authors.

In the case of Rural Development I Project in Bangladesh, the leadership of cooperatives
remained with the village elite. The project did not pay enough attention to problems of the
landless who constituted 56 percent of the households in the project area. Furthermore, there
was a lack of coordination between the provision of project infrastructure and the
organization of the cooperative loan programs. Consequently farmers in many areas could not
fully use the available loans and the necessary infrastructure (wells and pumps) had not yet
been provided. The project was concentrated on a limited number of upazilas,19 and there was
lack of flexibility in implementation of the project. Finally, the flow of outside resources
affected the spirit of self-reliance.

DECENTRALIZED LOCAL PROJECTS. Table 2.8 presents a summary of critical factors that
affected the success or failure of decentralized local projects. Despite the differences among
these countries, the following common factors seem to have influenced program
implementation and sustainability:

* Clarity of organization design and objectives.

• Adequacy of political and financial and technical support from the center.

* Degree of central guidance and control over the activities of decentralized units.

* The role of local political leaders and their rapport with program beneficiaries.

* Availability of skilled technicians and managers at the local level.

* The degree to which beneficiaries were involved in designing and implementing
projects.

* Flexibility of civil service procedures.
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Table 2.8 Critical Factors Influencing Sustainability of Decentralized
Local Development Projects

Program Critical Factors in Sustainability

Small Farmers - overly ambitious objectives
Development Agency - limited involvement of beneficiaries
(SFDA), India - strong central guidance negatively affected

local initiative
- being on secondment basis, SFDA staff depend on

regular departmental functionaries

Provincial Devel- - effective local leadership
opment Program, - intersectoral coordination at the local level
Indonesia - rapport between local level officials and

village leaders
- intensive administrative support by the central

government

Federal Agricultural - lack of adequate delegation from FAMA headquarters
Marketing Program, to FAMA State and District Officials
Malaysia - inadequate linkages with government agencies

- weak linkages of the agency with the target group

Rapti Valley - procedures of the program were clearly defined
Integrated Rural - inability of decentralized units to spend funds
Development Program, - lack of trained personnel in remote districts
Nepal

Integrated Rural - inadequate authority by agencies at the Markaz level
Development Program, - inadequate allocation of funds
Pakistan - lack of qualified technical personnel

- lack of continuity in national policies and
administrative support from the center

- weak administrative position of project manager over
line agencies represented at the Markaz level

Provincial - strong, development-minded local leadership
Development - political support at the national level
Assistance Program, - clarity of objectives and procedures
Philippines - project activities benefited the people directly

District Budget - organization and involvement of beneficiaries and
Program, their representatives
Sri Lanka - project activities directly affected local people

- control of decentralized units and organizations
over allocated fund

- ambiguity in design at the national level
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* Degree of intersectoral coordination.
* The scale and type of development activities.

WHY HAS SUSTAINABLITY BEEN GIVEN SUCH A LOW PRIORITY? The experience of developing Asian
countries shows that the issue of sustainability has not been given enough attention. The case
studies of urban shelter projects and those of decentralized local development projects
commissioned by tJNCRD, as well as an analysis of project sustainability undertaken by OED
point to a lack, in practice, of adequate concern for project sustainability on the part of both
donors and recipient countries to incorporate the issue of sustainability in project planning
and management svstems meaningfully.

First, sustainability requires appropriate institutional reform and changes in political
and administrative organization. The impacts of these changes, however, are rarely neutral:
they advance the interests of some groups in the society over those of others, alter the
patterns of resource allocation among regions and localities, change the distribution of income
and wealth, and expand or contract the scope of political influence. Therefore, no proposal
for institutional reform escapes debate. In most cases, either too rapid changes in
institutional structures are made without ensuring their sustainability or status quo is
maintained. There is sufficient evidence from developing countries which suggests that
sustainability can be equated with strong and viable local institutions. The inability of most
developing countries in building and strengthening development planning and management
institutions, particularly at regional (subnational) and local levels, has negatively affected
the process of project sustainability.

Second, because of internal pressures from various groups in the society, governments are
frequently forced tD have a short-term horizon. While the policy statements might present
the image of a long-term strategy, government actions might reflect ad hoc responses to
pressures from vested interests. Where the political process is characterized by instability,
this phenomenon is more common and frequent changes in the government's policy package
are made that hinder sustainability of projects.

Third, in some cases donors too might have a narrow, short-term perspective. Indeed the
experience points to several aspects of foreign-assisted projects that are counterproductive to
project sustainability: creation of new institutional structures and special units that further
weaken the existing government and nongovernmental agencies, reluctance to make large-
scale investments iin institutional development; too much reliance on tools of economic
analysis without giving due consideration to administrative and sociological factors, failure
to establish a more direct linkage between construction and maintenance functions, and
changes in developrnent priorities of donors.

Fourth, project sustainability is difficult to accomplish in situations where a country is
too dependent on foreign resources for development projects and where local resource
mobilization capacity is too weak. In such situations, government is relatively more
susceptible to external economic and other pressures. The ultimate test of project
sustainability is, therefore, the ability of the recipient government increasingly to mobilize
resources through instruments such as taxes and user charges.

Fifth, rural areas in several Asian countries are still characterized by inegalitarian
patterns of ownership of land and other assets. If project sustainability is defined to include
economic equity, the local power structure in rural areas would be the most crucial factor.
The analysis of several World Bank-assisted projects has shown that because of inequities in
access to land, the rural poor usually do not significantly benefit from development projects.

Sixth, while one of the necessary conditions for project sustainability is active
involvement of beneficiaries in planning and managing development activities, there are
numerous constraints on meaningful community participation in some of the developing Asian
countries. These include inability of some governments to provide an adequate framework for
community participation, weak local leadership, rigidity of project planning and
management procedures, and heterogeneity of local communities. Where top-down,
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centralized procedures for community participation are not institutionalized, communities
should not be expected to sustain such projects, which is frequently the wishful thinking of
central planners.

Finally, project sustainability requires political will at all levels of government to
commit resources for ongoing development activities. In the context of scarcity of resources
and competing demands from increasingly politicized groups, resource allocation is more
likely to take place in response to the dictates of political expediency instead of economic
rationality. The state of the art of project sustainability would, therefore, reflect economic
and political realities of the country.
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3
ASSESSING THE SUSTAINABILITY

OF THE FIRST INTEGRATED RURAL DEVELOPMENT

PROJECT IN BANGLADESH: A CASE STUDY*

The Context
The first Integrated Rural Development Project in Bangladesh was an experimental

project, both for the World Bank and for the newly independent nation of Bangladesh. Its
achievement and limitations must be assessed in the context within which it evolved. It was
one of the World Bank's first integrated rural development projects. There was also great
pressure to initiate the project, given the grave economic and social problems which
Bangladesh was facing following independence.

The RD-1 project was launched as a part of the World Bank's "Assault on World
Poverty." The project was originally appraised in November/December 1974 and was
approved as an International Development Association (IDA) Credit in 1976 (Credit-631
BD). It was originally stipulated that the project would be completed in five years, but
completion was later extended to June 1984.

Because of limited World Bank experience of rural development in the early 1970s, it was
undertaken as a pilot project. The objectives described in the Staff Appraisal Report (SAR)
were to evolve a model of rural development for Bangladesh, (a) emphasizing low-cost,
short gestation, production-oriented investments aimed at increasing agricultural production;
(b) building and strengthening rural institutions to improve agricultural supporting services
and to ensure an equitable supply of scarce agricultural inputs to the small farmers; and (c)
creating employment for rural landless people. The SAR stated further that the project "is
designed to strengthen and improve existing rural institutions; to rectify domination of farm
inputs and credit by the more prosperous farmers, to promote more rapid expansion of high
yielding rice varieties of rainfed Aus and transplanted Aman, to increase the irrigated boro
(winter) area and to create employment opportunities by reactivating the Rural Works
Program."

The basic design of the project was shaped by the Comilla experiment developed in the
1960s by the Pakistan Academy for Rural Development under the leadership of Akhter
Hamid Khan. The experiment comprised local Training and Development Centres (ITDC);
Rural Works Programme (RWP) for construction of roads, drainage, and embankments; a
decentralized small-scale irrigation program (TIP) and a two-tier cooperative system under
the Thana Central Cooperative Association (TCCA, now renamed Upazila Central
Cooperative Association (UCCA). A basic premise of the Comilla model was the need for a
coordinated and integrated approach to rural development.

RD-1 was also intended to complement a number of other IDA-assisted projects relating to
agricultural and rural training, extension and research, and the provision of low-lift pumps
(LLPs) and shallow tubewells (STWs).

Abstracted from Khan et al. (1988) with the permission of the authors. Additional material was taken
from the World Bank Project Performance Audit Report (OED, 1986b).

47
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When assessing this project, it is important to keep in mind that it was appraised only
three years after Bangladesh had achieved independence-when the country was suffering
severe famines and droughts and when new administrative and political structures were still
being established (a number of which were significantly modified during the implementation
of the project). There was an urgent need to initiate projects designed to increase food
production, generate employment, and control flooding. The organization, achievements, and
problems faced by the project must be evaluated within this historical context. While there
was the intention to develop a replicable model, the priority was inevitably given to
ensuring rapid implementation.

The Project and Its Objectives
The project covered 1.7 percent (956.25 square miles) of the total area of Bangladesh and

the 1.7 million people in the project area constituted about 2.3 percent of the country's total
population. It was envisaged that the project would directly benefit 150,000 farm families,
representing about 900,000 people. The project area was located in three separate blocks
separated by about 35 miles in Bogra and Mymensingh districts. The upazilas were selected
because the per capita income (US$70) was 30 percent less than the national average
(US$100), and they represented different topographic and administrative regions.

The major project components, which accounted for about 60 percent of the loan, were as
follows:

* Rural Works Program designed to generate about 4 million mandays of employment
through rehabilitation and construction roads, re-excavation of abandoned fish ponds,
construction of paved rural markets, and improvement of drainage channels.

* Minor irrigation designed to increase irrigated rice area from 39,000 acres to about
97,000 acres. The project provided funds for replacing existing oversized two-cusec LLPs
with one-cusec pumps over three years, and procuring STWs and hand tubewells
(HTWs). It was also envisaged that the irrigation efficiency of LLPs would be
significantly increased.

* The provision of short- and medium-term rural credit.

The other financially smaller components comprised strengthening the operation of rural
cooperatives, agricultural extension, livestock improvement, excavation of fish ponds and
technical assistance on monitoring and evaluation. Funds were also provided in the revised
project for the promotion of rural industries.

Total project costs were estimated at US$24.7 million equivalent, about one third of the
total earmarked for physical and price contingencies. The foreign exchange component was
estimated at US$7.7 million, for 31 percent of the total. IDA agreed to finance the full
foreign exchange cost and about half local currency costs or about 69 percent of the total
project costs net of taxes and duties.

While the concepit of sustainability is not specifically included among the project
objectives, attention was paid to the closely related concept of project replicability. The
appraisal report states:

An important issue in projects such as this is the financial, administrative and
technical feasibility of the replicating the project in other areas. The model developed
in this project would be eminently suitable for most of the country. Financially, the
project represents an investment of (only) US $ 100 per rural family spread over a five
year period. Administratively, the project is designed to make the maximum use of
the institutions and organizations already in existence in rural areas. A deliberate
effort is made to strengthen and improve the existing institutions rather than to
bypass them by creating new boards or project authorities. It is hoped that the
improved working procedures evolved in this project would be transferable quickly,
and directly, to other areas in the country.
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The Experience of Project Implementation

Only about 75 percent of the approved US$24.66 million budget was actually spent for
implementation of the project and only 66 percent of IDA's credit was utilized (see Table
3.1). However, 90 percent of GOB's share in the project was spent. Local expenses financed by
GOB increased as a result of the extension of the project implementation period, so the
utilization of GOB's share is much higher than that of the IDA. Expenditures were lower
than planned, in part due to the fact that inflation was much lower than at the time of
project appraisal and in part to the unanticipated institutional difficulties in the utilization
of rural credit (see below). Loan utilization on major components was also affected by the
difficulties of coordination between the many different agencies involved.

Table 3.1 Actual Expenditures for Components of RD-1

Actual Actual
Actual Expenditure Expenditure

Expenditure as Percentage of SAR as Percentage of
Component (million US$) Estimate Revised Project

Rural Works 6.00 176.00 86.40

Minor Irrigation 8.50 133.00 88.90

Thana Facilities 0.40 54.00 25.90

TCCA/KSS Program 0.25 69.40 73.53

Agricultural Extension 0.06 46.15 85.70

Livestock Development 0.26 39.20 76.90

Pond Fisheries 0.12 37.50 70.50

Technical Assistance,
Monitoring, and Evaluation 0.31 129.10 172.20

Rural Credit 2.40 62.80 71.20

Horticulture Development 20.00 - 22.70

Total 18.44 74.70 75.20

- = not available.

Source: Project Completion Report.

The achievements of the physical objectives of the project are given in Table 3.2. Except
for installation of the LLPs, the physical targets of the project were ultimately achieved-
although often with considerable delays.

Several problems were encountered in the implementation of the minor irrigation
components of the project. First, the demand for LLPs was considerably overestimated.
Second, STWs were less widely usable than anticipated due to a wrong assessment of ground
water conditions in one of the main project areas. However, it was not possible to modify the
loan agreement to purchase the required deep tubewells (DTWs) due to a disagreement
between IDA and the Bangladesh Agricultural Development Corporation (BADC) relating to
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Table 3.2 Achievement of Physical Works and Supply of Minor Irrigation Equipment

Achievement
Achievement as Percentage of
as Percentage Revised Project

Item Unit Achievement of SAR Target Target

Minor Irrigation

LLPs Each 726 51.80 51.80

STWs Each 2,500 99.10 99.10

Hand pumps Each 6,000 120.00 120.00

Rural Works

Pucca road Miles 25 166.66 91.90

Katcha roads Miles 300 100.00 100.00

Rural markets Each 40 100.00 100.00

Fish ponds Acres 348 69.60 69.60

Drainage channel Miles 52 96.30 96.30

Thana Facilties

T DC Each 4 100.00 100.00

Twin quarters Each 11 218.00 100.00

TCCA building Each 1 - 100.00

Fertilizer godown (warehouse) Each 4 100.00 100.00

General godown (warehouse) Each 5 125.00 125.00

Source: World Bank source.

the standardization of equipment and the details of the bidding procedures which delayed
procurement by three years. Third, there were serious problems with the quality of locally
assembled STWs and engines for DTWs. Finally, administrative and accounting difficulties
arose because BADC, which was responsible for the procurement of irrigation equipment,
used different accounting procedures from Bangladesh Rural Development Board (BRDB),
which was responsible for admninistration of funds. This led to disputes at the local level
about repayment of loans for the purpose of irrigation equipment, and has seriously affected
cost recovery.

There were problems in the execution of the RWP, which affected quality and resulted in
cost overruns. Many roads were badly designed, and some had no useful function. The
rehabilitation of earth roads was poorly supervised, resulting in poorer quality and more
rapid deterioration during the monsoons. Moreover, funds were not provided in the project for
the maintenance of these roads during the project period. The supervision of the district
council was often lax, and serious irregularities were detected in some cases. The RWP
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components were executed by local governments who were not controlled by the project office.
Although there was evidence of irregular expenditures, it was very difficult to enforce the
proposed administrative procedures on local governments.

The pond fishery component was included to demonstrate the potential of improved pond
fish culture for increasing the fish supply to local villages and rural markets and to provide
an additional source of income to landless people. The SAR target was to re-excavate 500
acres of ponds. Actually, only 348 acres of ponds were undertaken for rehabilitation.
However, of 159 ponds excavated, 30 were found technically deficient and inadequate for
pisciculture. It was stipulated that ponds under public ownership would be rehabilitated and
leased to landless groups, but some project committees were tricked into rehabilitating
private tanks. Only 54 out of 159 rehabilitated tanks were leased out to landless groups.

The agriculture and livestock components of the project were neglected with less than 50
percent of the funds being utilized. The shortfall in the financial expenditure of these
components also adversely affected their performance. The lack of close cooperation between
the concemed agencies was the main reason for this poor performance.

The execution of the agricultural credit program was handicapped by problems of
coordination with the irrigation component, weak linkages with agricultural banks and poor
credit supervision due to pressures to authorize a high volume of loans.

According to the Project Completion Report, the implementation of the institution-
building component of the project was satisfactory and the project succeeded in covering 45
percent of the total farm families. However, a number of qualitative weaknesses of this
component are discussed in the following section.

The monitoring and evaluation capability of the project left much to be desired. At
appraisal it was expected that a thorough evaluation of the project would be undertaken
mid-way through the project and at project completion. In practice only a final evaluation
was done, and this was not considered very satisfactory. Management of the accounting
function of the implementing agencies was also weak. It has been estimated that the GOB
could not claim reimbursement for about US$1 million of eligible expenditure due to
inefficient accounting of the implementing agencies.

Assessing Sustainability

During the preparation of the present case study, in addition to the review of project
documents, data was collected from the following sources: interviews with the elected
Chairman and officials of upazila parishads (district councils); information on command
areas, socioeconomic characteristics of farmers, and cropping patterns was collected from 60
irrigation groups in 4 upazilas in Bogra; interviews were conducted with the agencies
involved in project implementation; and the case writers also observed meetings of farmers
and local government officials and assessed the conditions of the pumps, wells, roads, and
buildings. Project sustainability is assessed in terms of the four sets of indicators described in
Chapter 1, and by reestimation of the ERR.

Continued Delivery of Intended Benefits

Five sets of indicators are used to assess delivery of benefits. Each of these indicators is
applied separately to the three main components, namely minor irrigation, rural works, and
thana (village) facilities. The results are summarized in Table 3.3.

PROVISION OF SERVICES. The minor irrigation works suffered from an overestimation of the
potential demand for LLPs and from the fact that the surface water conditions did not
permit the utilization of STWs in some areas, and large numbers had to be replaced. In the
1985-86 winter rice season, only 44 percent of the procured LLPs were in operation, and the
command area for most of the equipment was suboptimal. On the other hand, almost all of
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Table 3.3 Indicators of Sustainability: Continued Delivery of Project Services and Benefits

Minor Irrigation Rural Works Thana Facilities

A-1 Provision of Shallow-tube wells All kinds of roads All staff quarters,
services and and hand pumps and drainage offices, and ware-
stability provided. Only provided. Only houses provided.
over time 52 percent of LLPs. 70 percent fish ponds. Poor location of

STWs suffer Deterioration and some staff quarters.
from falling water underutilization
table. Many LLPs of roads due to
underutilized. poor location.

A-2 Efficiency STWs operating Information not Information not
of service with sub- available. available.
delivery optimal command

areas.

A-3 Quality Poor quality of Many roads poorly No major problems.
locally assembled built and maintained.
STWs and DTWs. Fish ponds badly

excavated.

A-4 Beneficiary No information. No information. No information.
satisfaction

A-5 Accessibility Most beneficiaries Many private land- No information.
of services to were larger land- holders benefited
intended low-income owners. from fish pond
groups excavation.

Source: Compiled by authors from Khan et al. (1988).

the roads provided under the rural works program were completed; the only incomplete
component was the excavation of fish ponds, which was only 70 percent completed. All the
thana facilities were completed.

STABILITY AND CONTINUITY OF SERVICES. There was a rapid decline in the level of minor
irrigation services due to wrong assessment of surface water characteristics. Rural works
deteriorated rapidly due to poor quality of construction and design.

QUALITY. Poor quality of many locally assembled pumps. The quality of road construction
and pond excavation was often poor due to lack of supervision.

BENEFICIARY SATISFACTION. No information on beneficiary satisfaction was obtained during
the surveys.
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ACCESSIBILITY TO INTENDED LOW-INCOME GROUPS. The project assumed that most of the
beneficiaries would be small-scale farmers with incomes below the subsistence level.
However, an analysis of users of irrigation found that small farmers were not the main
project beneficiaries. Table 3.4 shows that only 54.7 percent of project beneficiaries in the
Bogra upazilas owned less than 2.5 acres compared with 73 percent of all farms in the
district. Project participants were also concentrated at the upper end of this category. Thus
41.1 percent of all farmers in the project areas owned less than one acre compared with only
10.5 percent of project beneficiaries. The main beneficiaries of the irrigation project were the
medium-sized farmers (2.5-7.5 acres) and the upper end of the small farmer group (1.0-2.5
acres).

Table 3.4 A Comparison of the Percentage of Holdings by Size: Bogra
Project Area, KSS Groups, and Private Irrigation Groups

% of Small Holdings in % of Medium Holdings in % of Large Holdings in

Upazilal All KSS Private All KSS Private All KSS Private
Area Holdings Group Group Holdings Group Group Holdings Group Group

Sheipur 63.90 49.0 46.5 29.28 39.0 44.1 682.00 12.0 9.4

Sariakandi 68.58 54.8 65.3 29.32 35.2 22.1 6.10 10.0 12.6

Gabtali 78.45 52.0 56.9 19.60 30.8 31.7 1.95 17.2 11.5

Bogra
Sadar 76.39 61.0 51.0 20.85 33.0 30.2 3.76 6.0 18.7

Weighted Average
of Bogra Project
Area 73.19 54.7 5.9 23.63 33.8 32.0 3.18 11.6 n.a.

n.a. = not available.

Source: Khan et al. (1988).

One of the reasons for the low participation of small farmers was the inability of the
KSS (farmers cooperative society) to enroll tenant farmers. Only 5.2 percent of the KSS-
purchased tubewells in the project areas were operated by tenant farmers whereas it was
estimated in the project appraisal that about 20 percent of the land was cultivated by
sharecroppers.

Khan and Chowdhury report that the KSS-operated STWs were in fact privately owned:

The cooperative has little control over KSS irrigation groups who virtually behave like
private irrigation groups. Thus in fact the cooperatives are not the owners of the
STW's. Unless the village cooperatives succeed in asserting their ownership over
irrigation equipment, the benefits of the cooperative irrigation cannot be reaped."
Khan et al. (1988), p. 86.

The fish pond excavation program also benefited many private landowners who were able
to get their own private fish ponds excavated under the program even though the program
was only intended for the excavation of publicly owned fish ponds.
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Maintenance of F'hysical Infrastructure

There was evidence of a serious deterioration of much of the physical infrastructure and
equipment. Much of the construction and upgrading of roads was poorly supervised and the
work was of a poor quality. During the early years there was serious deterioration of the
roads, drainage chainels, and rural markets, partly because the thana councils had
insufficient financial resources for this purpose. Fish ponds have also deteriorated and there
have been insufficient funds for them to be re-excavated. As reported earlier, the number of
inoperative STWs increased from 3 to 202.

A number of factors contributed to the maintenance problems. First, the resources of the
cooperatives were depleted by poor loan recovery rates. The fact that LLPs and DTWs were
often privately owned also meant that the cooperatives had no incentive to maintain them.
During the early years of the project, the thana councils had very limited financial resources
and were not able to finance maintenance. Some improvement has been reported with the
creation of the upazila system, which provides regular funds for operations and maintenance.

Problems also arose with the winding-up of the project management units, which left a
vacuum with no organization having either the mandate or the resources to assume
responsibility for maintenance.

Long-Term Institutional Capacity

The keystone of the institutional framework of RD-1 was the two-tier cooperative system
which organizes vil lage-based ]KSSs and federates them into UCCAs. The two-tier
cooperative structure was responsible for expanding two-tier cooperative membership and
enforcing cooperative discipline among the members; providing adequate short-term credit for
modern inputs; provicding medium-term credit for procurement of irrigation equipment; and
making the two-tier cooperative financially viable. There has been a significant increase in
the number of KSSs in the project area since the launching of RD-1. The number of KSSs
increased from 695 in 1975 to 2218 in 1985. At the same time membership increased from
18,651 in 1975 to 110,399 in 1985-about 26.4 percent less than the target. However, the
performance of the cooperatives cannot be assessed in terms of its growth alone, and it is also
necessary to assess the qualitative performance of these organizations.

There are four majior weaknesses of the KSSs. First, average membership of the KSS in
1986 was 52.5 compared to the target of 112. It is unlikely that such small KSSs could ever
be economically viable.

Second, by 1985 only 44 percent of prospective households had joined KSSs. As a result,
the KSSs could not effectively operate irrigation equipment without mobilizing the
assistance of nonmembers to help run it. Moreover, even when nonmembers were induced to
join irrigation groups, problems arose in apportioning capital cost of irrigation equipment
between members and nonmembers. Of the 40 STW KSS groups surveyed for this report, only
5 were run exclusively by the KSS members, and nonmembers were in a majority in 40 percent
of the irrigation groups.

Third, the quality of KSSs should be assessed. The Second Rural Development Project
classified cooperatives on the basis of a composite index of performance (see Table 3.5). The
application of these criteria to KSS in the RD-1 project area suggests a steady deterioration
(see Table 3.6). The proportion of virtually inactive cooperatives increased from 51.7 percent
in 1983-84 to 61.4 percent in 1985-86. The overall performance of the KSSs seems to be much
less satisfactory than the national average. According to the BRDB's annual report, only 35
percent of KSSs in the country as a whole were inactive in 1984-85; compared with 56.2
percent inactive under the RD-1 project.

Fourth, the main strength of the Comilla-type two-tier cooperative lies in its success in
motivating members to make small but regular thrift deposits. While the UCCAs in RD-1
have succeeded in mobilizing more than Tkl2 million from the members in shares and
deposits, these savings were not voluntary and in most cases were deducted from loans
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Table 3.5 Classification of KSS in RD-1 Project Area on the Basis
of Performance, 1983-84 to 1985-86

Number Percentage of

Year A Class B Class C Class A Class B Class C Class

1983-84 399 560 1,027 0.1 28.2 51.7

1984-85 388 552 1,200 8.1 25.7 56.2

1985-86 339 520 1,363 5.2 23.7 61.4

Source: Khan et al. (1988).

Table 3.6 Recovery of Short-Term Credit in RD-1
(million Tk)

Recovery as
Percentage of

Year Amount Due Recovery Amount Due

1981-82 4.9 13.1 52.6

1982-83 9.3 9.6 32.7

1983-84 1.1 7.0 22.5

1984-85 9.1 9.3 23.7

1985-86 0.1 9.1 18.1

Source: Khan et al. (1988).

advanced to the members. Despite this, savings per member in RD-i were 20 percent below
the national average. That discipline was lax in RD-1 cooperative societies is evident from
the fact that most of the prescribed registers were not maintained. 53.2 percent of the KSSs
in RD-1 project were not even maintaining membership registers. Weekly meetings and
training classes had virtually been discontinued in the RD-1 areas.

While there was a significant expansion of short-term credit from Tk3.6 million in 1975-76
to Tk37.46 million in 1983, the credit recovery rate was declining at an alarming rate. As
Table 3.7 indicates, the rate of recovery as a percentage of dues fell from 52.6 percent in 1981-
82 to 18.1 percent in 1985-86. None of the UCCAs were qualified for disbursement of credit in
1986-87 according to standards prescribed by the Bank. The disbursement of short-term credit
had virtually come to a standstill. About 25.6 percent of overdues in January 1987 were over
five years old. The poor recovery was also partly due to the fact that the farmers cannot
repay short-term credit unless they can produce more. The recovery performance was better
in areas where production increased. Where credit was not complemented by improved
irrigation, there was no increase in production, and loan repayment rates were very low.

The performance of the two-tier cooperative in the recovery of medium-term credit for the
purchase of irrigation equipment was even worse than for the short-term credit. The recovery
rate of medium-term credits fell from 10.3 percent in 1981-82 to 5.4 percent in 1985-86. About
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Table 3.7 Economic Analysis of RD-1 Project under Various Assumptions

Share of
RD-1 in
Gross Economic Benefit-

Si. Investment Benefits and Financial Any Other Cost
No. Cost (percent) Prices Assumption ERR Ratio

Estimate Investmrkent Same as in
No. 1 cost of RD-1 20 the SAR RD-1 36.02 2.183

Estimate Investmrrent 20 Same as in the 50% of gross 16.84 1.09
No. 2 cost of ]RD-1 SAR of RD-1 benefits

assumed to
be real

Estimate InvestmLent 100 Same as the - 99.49 3.6
No. 3 cost of IRD-1 National Water

plus costs of plan (1983
additional prices)
DTWs and STWs
in use

Estimate Investment -- Same as in the 50% gross 32.23 1.4
No. 4 cost of ZD-1 National Water benefits

100 percent plus cost Plan (1983 assumed to
of additional prices) be real
DTWs aLnd STWs
in use

-= not available.

Source: Khan et al. (1988), pp. 17-29.

20.9 percent overdues are more than five years old, and more than two thirds of overdues
were outstanding for more than three years. Poor recovery rates were partly due to the fact
that the normal procedures for supply of irrigation equipment were bypassed to speed up
delivery by handing over the irrigation equipment directly to KSSs without completing the
credit formalities with Sonali Bank. As a result, loan papers for medium-term credit were
not processed, and no institution took the responsibility for the collection of this credit.

The KSS also ignored the maintenance of equipment which is not owned by them; the
number of inoperative STWs increased from 3 in 1982 to 202 in 1986 and the number of
inoperative LLPs from 2 to 16 over the same period. The economic viability of RD-i will be
threatened if this trend continues.

One of the major objectives of the project was to make the UCCAs self-supporting. With
this end in view, the physical facilities like office buildings, fertilizer godowns and general
godowns, thana workshops were provided from the project. Additional staff were given to
the UCCAs and both medium-term and short-term credits were funnelled through the UCCAs
who were authorized to collect service charges for credits. Despite the sizeable assistance
from the project most of the UCCAs had not as yet attained financial independence and most
of the UCCAs could not even meet the operating costs from their own budget. There are
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several reasons for this failure. First, the commercial operations of some of the UCCAs were
not properly supervised and there were major cases of misappropriation. Second, the
supervision of KSSs was lax as the KSSs were expanded too rapidly. As a result, overdues
accumulated and UCCAs were deprived of service charges. The operation and maintenance of
the physical infrastructure such as roads, markets, drainage, and buildings was entrusted to
a number of different agencies. However, the district councils and similar agencies did not
have adequate funds to ensure maintenance. The upazila council did not have the technical
capability to do this nor did they earmark funds for operations and maintenance (O&M) on a
regular basis. Most of the ponds excavated by the project had dried up. It was originally
stipulated that the pond cooperatives would look after them. This did not materialize
because most of these ponds were not handed over to cooperatives. Even where ponds have
been transferred to cooperatives, the yield was so low that cooperatives did not have enough
resources to undertake excavation. The motorcycles, bicycles, and other equipment were
distributed to a number of agencies. Most of these were out of order at the time of the study.

A number of problems of O&M were caused by the winding-up of the project management
unit which was set up for the implementation of the project. The documents of ownership of
certain facilities were not handed over to line agencies. As a result, no agency could utilize
them. The residence-cum-office for block supervisors of agricultural extension was a case in
point. A number of posts which were created for the project had been abolished. No
instruction was issued by the project office regarding the equipment and facilities of these
offices.

THE INTERNAL ERR. The internal ERR is frequently used as a summary of economic benefits
produced by a project. The project appraisal report is normally required to demonstrate that
the project would achieve at least a required minimum rate of return, and the ERR is often
re-estimated at the time of project completion to assess whether the project has in fact
produced the intended benefits. A comparison of the ERRs at the time of project completion
and after the project has been operating for a number of years is also used as an indicator of
project sustainability (see Chapter 1). The use of the rate of return as a summary indicator of
project performance is particularly difficult for a multi-component project with social as well
as economic objectives, since some kinds of costs and benefits are much easier to measure than
others-there is a tendency to leave certain difficult-to-measure costs and benefits out of the
calculations.

These problems are evident with respect to RD-1. The SAR mentioned the following
benefits of the project: increased production of rice; increased production of jute and minor
crops such as pulses, vegetables, potatoes, and oil seeds; reduced mortality rate and increased
draft power availability of cattle; increased farm production and improved transportation
and marketing; increased demand for farm labor and benefits to small farmers and the
landless through increased food production. However, the SAR indicated that most of these
intended project benefits could not be quantified in a satisfactory manner, and only increased
paddy production was taken into consideration in the estimation of project benefits. Even so,
the SAR estimated an economic rate of return in excess of 40 percent over the projected 30-
year life of the project.

At the time of project completion, opinions differed on the economic viability of the RD-1
project. Both the Project Completion Report and the Project Audit Report maintain that
despite the lapses in implementation, the project is economically viable. The Project
Completion Report did not undertake an economic re-evaluation of the project because the
team preparing the report considered that the direct benefits of the project could not be
clearly identified as other components had been introduced inio project areas and because
many of the project services had also been introduced into adjacent areas. However, the PCR
tried to estimate whether the increased paddy production would be sufficient to ensure a
minimum ERR of 12 percent-the cut-off level for economic viability. To achieve this, a
minimum increase of 158,000 tons from the 3 crops would have to be produced from the
increased irrigated cropping area of 191,000 acres (a yield of 2.05 tons per acre). As current
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yields from each of the three high-yield varieties were above this level, it was concluded
that increased production would exceed the 158,000 tons and that the project would continue
to be economically viable. However, the PCR notes that there was some question about the
reliability of official figures regarding the increased cropped area, and that the area could
be significantly lower than officially stated.

While the PCR concluded that the project was economically viable, the Government's
Third Five Year Plan observed that the RD-1 "shows no discernible impact on agriculture as
distinct from the areas outside the project.'

Khan et al. (1988) estimated the ERR at the time of project completion by comparing the
project performance with the SAR estimates of the future without the project. The SAR
assumed that paddy production would increase by 20 percent at full development even
without the project due to increased acreage using LLPs. However, this increase did not occur
because of a significant reduction of surface water, implying that without the project the
irrigated area would hardly have increased, and there would have been no significant
increase in yield. However, this was offset by 3 positive factors: first, the SAR
underestimated the yield of different crops at full development;2 second, output prices rose
faster than irrigation costs;3 and third, the actual cropping intensity was considerably
higher than the estimated cropping intensity. 4 Khan et al. (1988) concluded that the
overestimations and underestimations would more or less offset each other and the SAR's
future without the project estimate would remain valid.

Table 3.8 presents alternative estimates of economic costs and benefits prepared by Khan
et al. (1988), all of which show the project to be economically viable. The first estimate

Table 3.8 Bangladesh Rural Development II Project KSS: Classification Criteria

Scale
No. Subject Condition (percent) Marksa

or Yes/No

1 Loan Repayment Percent repayment of amount due 100 40
during the year 30 0

2 Capital Formaltion Percent of shares and savings 75 10
target reachedb <25 0

3 Accounting All annual accounts completed Yes 10
and in order No 0

4 Weekly Meetings All due meetings held >50 10
of KSS/BSS <20 0

5 Training at TCCA Percentage of programmed classes >50 10
attended by manager 15 0

6 AGM Meetings held as per cooperative Yes 10
rules No 0

7 Coverage Percent of eligible village 50 10
households covered 20 0

Maximum Total Marksc 100

a. Marks for achievement in between the limits indicated in the table should be
proportionally reduced.
b. Each KSS member is targeted to save Tk25 per year.
c. For "A" classification, the minimum requirement would be 60 percent; for "B," 50 percent.
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assumes the gross benefits due to RD1 would be proportional to its share in the irrigated
area, namely, 20 percent. The ERR in this case stands at 36.02, which is much higher than
the opportunity cost of capital. Estimate 2 assumes that the actual benefits were 50 percent
lower than the benefits calculated in estimate 1. Even with this highly restrictive
assumption, the project is economically viable, and the ERR is calculated at 16.84 percent.
The other estimates reduce the assumed benefits, but even then show a satisfactory ERR. The
inescapable conclusion from this exercise is that the RD1 was an economically viable project.
As the benefits of non-rice crops and other components have not been included, the estimates
in Table 3.8 are likely to be underestimates.

These results are not, however, surprising. The ERR of minor irrigation project in
Bangladesh is very high and the average command area of RD-1 irrigation equipment is
much higher than the minimum economic command area. According to the calculations of the
National Water Plan in Bangladesh, the minimum economic command area of STW is 3.2
acres, whereas the average command area of STW in RD1 is 11.1 acres. The estimates of the
National Water Plan show that the ERR of a STW can be as high as 617 percent.

Factors Affecting Sustainability

Internal Factors Relating to Project Design and Implementation

The project, for very understandable reasons-given the crisis situation in Bangladesh
when it was initiated-gave priority to the achievement of numerical targets designed to
have the maximum short-term impact on food production and employment. Consequently,
there was pressure to expand the number of cooperatives at a pace which made it possible to
institute adequate educational processes and financial controls. As a result, irrigation
equipment was distributed without following normal credit procedures, and no attention was
paid to the fact that many cooperative members had much higher economic levels than had
been anticipated in the appraisal report. There were also a number of design weaknesses,
some of which were again due to the pressure to start the project. Probably the most serious
design problem related to the analysis of the water resources. The water table was much
lower than anticipated so that many of the STWs went dry and had to be replaced.

A number of problems and delays arose during procurement. Many of the agencies were
unfamiliar with IDA international procurement procedures-and this caused considerable
delays. There were also a number of disagreements between IDA and the government with
respect to procurement-particularly relating to local procurement. These problems not only
caused delays, but also affected the quality and suitability of some of the equipment
purchased.

There were also problems with the institutional arrangements through which the project
was implemented and operated, the most serious of which related to the poor performance of
the two-tier cooperative structure. This two-tier structure proved inadequate for the
operation and maintenance of the project and for the management of credit programs and loan
recovery. The effectiveness of the cooperatives was further weakened by the decision to
charge market interest rates (estimated at 17.5 percent at the start of the project) to farmers,
at a time when most other government programs were charging only about 12 percent. This
greatly reduced the demand for credit.

The project was based upon what proved to be unrealistically optimistic assumptions
about the possibilities for cooperation among the different agencies involved in the project.
In addition to the newness and lack of experience of many of the institutions, many also had
little incentive to cooperate. Coordination was also mnade more difficult by the resentment
created by the higher salaries and more attractive employment conditions offered to many of
the staff working in the project unit.
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Factors External to the Prcject

The economic and social crises facing Bangladesh at the time the project began created
problems beyond the control of project planners and managers. There was a desperate need to
seek innovative and rapid ways to increase food production and employment, so it was not
reasonable to expect the same care and caution in project design and implementation as under
more normal circurmstances.

The extreme economic disparities between the rich and poor were another contributing
factor. Given the concentration of economic and political power in the hands of a small
number of landowners, and the virtual powerlessness of the mass of small farmers, it would
have been almost impossible to avoid some distortion of benefits in favor of the politically
and economically powerful groups. As one of the evaluation reports stated,

not only (that) the rich have captured the leading positions in TCCAs and KSS...their
position is quite entrenched particularly in the KSS.

The project also suffered from the failure of the government's decentralization policies to
achieve many of their objectives. The introduction of decentralization policies radically
affected the organization, resources and responsibilities of the local agencies responsible for
project implementation, operations and maintenance and cost recovery. Many of the project
components were riot maintained simply because the new local agencies had not been given
the authority or the resources for maintenance. Many of the new local authorities were also
much weaker than had been intended.

The physical environment caused further difficulties. The irrigation works were not able
to completely control flooding and this caused serious setbacks in certain years.

LESSONS LEARNED. In assessing this project, it is important to appreciate that most of the
major difficulties outlined in the previous sections were also experienced by other irrigation
and rural development projects such as the Karnafuli Irrigation Project and the Barisal
Irrigation Project. Each of these projects experienced similar delays and difficulties with
procurement, difficulties with construction, problems of interagency coordinxtion, lower-than-
expected take-up rates for new technology, and probiems of cost recovery. Consequently,
problems which may at first appear to have resulted from poor design or implementation,
may in fact be inherent in any attempt to introduce large and complex projects into the very
difficult economic, political, and administrative environment of Bangladesh in the post-
independence period.

Keeping in mindc these general constraints, a number of important lessons can be learned
from this project:

* The number of components should be reduced so as to simplify organization and
coordination. Future projects should probably only concentrate on increasing agricultural
productivity and output.

* The geographic coverage of the project should be extended. Given the magnitude of the
problems, it is not feasible to limit the project to only a small number of geographical
areas.

* Agricultural credit must be carefully coordinated with the provision of irrigation and
other inputs, which will increase output and farmers' income. Without this, it will be
impossible for most farmers to repay the loans.

* It must be accepted that integrated rural development projects require a longer
implementation and closely supervised operating period than do infrastructure projects.
Project managers should not be under pressure to generate certain volumes of loans or to
create certain numbers of cooperatives within a given time period. Instead, emphasis
should be placed on the creation of solid cooperatives and the approval of
economically sound loans.
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* High priority must be given to institutional development, both at the community and
district levels. Necessary staff and financial resources must be provided for ongoing
training and technical assistance and for closely monitoring the development of the
cooperatives and other institutions which are created. This also requires training and
technical assistance for district authorities and other local level organizations, both to
explain the concepts of the project and to provide them with the necessary skills to
help implement and supervise it.

* Adequate financial provision must be made to ensure that infrastructure such as roads,
markets, and buildings are adequately maintained. Specific budget items must be
reserved for maintenance.

* Tight discipline is required in the administration of the loan programs. Loan
evaluation systems are required to ensure that projects are economically viable and
strict repayment procedures must be introduced. The possibility should also be
considered of including a technical assistance component in the loan program to help
farmers in the preparation and management of the projects to be financed.

. The procedures for project selection and appraisal must place much greater emphasis on
social analysis and the assessment of the institutional capacity of national and local
government agencies to manage the project. Particular attention must be paid to the
assessment of alternative forms of cooperative organization and to the analysis of
social, political, and economic organization at the community and local levels.

* An effective monitoring system is required throughout implementation and operation to
provide rapid identification of potential problems. The monitoring system must include
social as well as economic indicators so as to assess the distribution of benefits and
institutional development as well as indicators of output and employment.

* A particularly complex issue is how to ensure an equitable distribution of project
benefits. Inevitably powerful local economic and political groups will attempt to
exercise control over the project and monopolize resources. There is of course no simple
way to avoid this problem, but the project must be designed to maximize participation
of intended beneficiaries, and there should be an effective monitoring system to
provide feedback on accessibility and distribution of benefits.
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Notes

1. The questionnaires are included in Khan et al. (1988), Annexes I and II.

2. Khan et al. (1]988), Table 7.

3. Khan et al. (1988), Table 8.

4. Khan et al. (1988), Table 9.



4
THE UNIVERSAL PRIMARY EDUCATION PROJECT IN

BANGLADESH*

(IDA Credit No. 1054-BD)

The Context
Universal primary education (UPE) is a nationally accepted objective in Bangladesh. The

constitution provides for the introduction of UPE within the shortest possible time, and the
manifestos of major political parties emphasize the need and urgency of this objective.

During the late 1970s when the Universal Primary Education Project (UPEP) was
formulated, primary education in Bangladesh was characterized by low enrollment,
particularly among females and rural children, wastage due to high dropout and repetition
rates, poor quality of instruction, and financial constraints.

Several causes of the above problems were identified in the government documents and
the World Bank appraisal report:

• High direct and indirect cost of education to rural families, particularly when more
than one child was enrolled in the school.

- Inadequate and poorly maintained physical facilities that impeded effective
teaching.

* Lack of parental and community support for enrollment of girls and school attendance
in general.

* Abolition of the community-based school management committees after the central
government's decision to take over the control of primary education.

* Inappropriate curriculum and low quality of teaching.

* Inadequate supply of teaching materials.

In order to overcome these problems, the government policy was aimed at broadening the
base of the primary education, linking the education to employment, and making science and
agriculture basic components of the education system. Furthermore, the policy provided for
the accelerated growth of women's education and the reduction of rural-urban gaps in the
provision of educational services. The share of primary education in the educational
development expenditure was, therefore, increased from 18 to 47 percent under the Second
Five Year Plan (SFYP). The assumption was that the aforementioned measures would
facilitate the achievement of national objectives concerning universal primary education.

The Project and Its Objectives
The GOB's original request to IDA was to provide assistance to upgrade schools in 100

thanas at an estimated cost of US$100 million. The number of thanas was scaled down to 40
because IDA staff doubted the capacity of the Directorate of Primary Education to

*~~~~~~~~~~~~~~~~~

This chapter is based on Huq et al. (1988) and a World Bank source.
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administer such a large project and the Ministry of Education to implement it. UPEP with
the total cost of US$44.4 million, including the IDA credit of US$40 million, was approved
in 1980 for implementation during the SFYP. The project was to cover 40 thanas in eight
districts of Bangladesh, i.e., about 10 percent of the country. The objectives of the project
were to increase access to primary schools, particularly for girls and the rural poor, reduce
dropout and repetition rates, reduce unit costs, promote and institutionalize capacity in
project management: and evaluation and in school administration and management, and
undertake pre-investment studies to answer question concerning possible follow-up investments
in the subsector. The project components were as follows:

* Constructing, furnishing, and equipping 6,455 classrooms at about 1,300 schools in 40
thanas.

* In-service training for about 16,500 teachers and assistant teachers in teaching methods
and classroom management.

* Strengthening of the one-year teacher training program at the Primary Training
Institute (PTI).

* Providing for the employment of about 500 assistant teachers.
* Providing instructional materials and distributing primary school textbooks to about 2.1

million pupils.
. Providing for the employment and training of 250 Assistant Thana Education Officers

and providing them bicycles and office facilities.
* Experimenting with the use of the Institutional Management by Parents, Community

and Teachers (IMPACT) Programme.
i Establishing Project Implementation and Project Evaluation units and seven regional

project units.
* Providing funds for studies on curriculum development, on establishment of a National

Institute of Education, Administration and Management, and on a more effective system
of preparation and distribution of textbooks.

Specific benefits envisaged from the project were that, in the project area, the enrollment
of the primary school-age population would increase to 70 percent; that the project would
improve primary education in terms of access, efficiency, learning achievements, and cost
reduction, and that the dropout rate would fall from 60 percent before the project initiation
to 20 percent after the project completion.

Poor communication in rural areas was identified by the Staff Appraisal Report as the
major risk of the project. The measures undertaken to minimize this risk included the
establishment of Regional Project Units, the delegation of some responsibilities to the School
Management Committees and the provision of local and foreign technical assistance.

The organizational structure for the project implementation consisted of a PIU (fully
staffed by nationals of Bangladesh) and headed by the Project Director and Regional Project
Units in seven areas headed by Assistant Project Officers (APOs). The APOs were made
responsible for the implementation of the project as well as the management of primary
education in their respective areas. The Thana Education Officers were to assist the APOs in
implementing the project in their respective areas. The project provided for an additional
1,800 primary school teachers. The management structure for the implementation of the
project is given in Figure 4.1.

Three other aspects of the project design should be pointed out: First, even though the
project was experimental in nature, it covered a large area and was thus expected to
facilitate changes in the primary education system in the country.
Second, project sustainability was not specifically mentioned in the project objectives. As in
the case of other development projects, however, the assumption was that once the project
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Figure 4.1 Management Set-up for Implementation of UPE (IDA) Project
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The figures in parentheses indicate the total number. Seven RPUs are included in the 72
primary education offices. Forty thanas under the UPE (IDA) are included in the 472 thana
education offices.

Source: Huq et al. (1988).
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was completed, the facilities provided would continue to be maintained and that the
benefits of the project would be long term.

Third, the creation of PIUs was the predominant trend among donor agencies during the
late 1970s when the project was initiated. While no information exists as to why the PIU
was created for the Primary Education Project or whether alternative organizational
structures were considered, experiences in developing countries including Bangladesh suggest
that such units were created to ensure greater administrative capacity of the implementing
agency, and to provide flexibility in the execution of project activities.

The Experience of Project Implementation

Physical Targets

During the six years of project implementation, approximately 100 percent of ADP funds
were released, and the utilization of these funds ranged from 42 to 99 percent. The
achievement of project targets ranged from 52 percent for staff quarters to 100 percent for
several components including hostels, manpower and learning materials, and equipment. The
physical targets and achievements are given in Table 4.1.

Pupil Achievemnent and Cost Reduction

Achievement tests were administered to about 2,000 pupils in 1982 and a similar number
in 1985. The test results showed that Grade 3 pupils performed better in 1982 than in 1986; in
Grade 4, there was no significant difference in the performance of pupils in the three subjects
between 1982 and 1985; and that Grade 5 pupils performed significantly better in all three
subjects in 1985 thaLn in 1982. Better performance of Grade 5 pupils could be attributed to
their longer exposure to the project variables.

The objective of the project to reduce unit cost has not been achieved because of high
initial cost of preparation and production of teaching modules and because of inadequate
participation of rural parents in the school activities.

Decentralization of Administration and Project Implementation

When the project was launched in 1980, administration of primary education was the
responsibility of the Directorate of Public Instruction. The project design provided for the
Project Director working under the executive control of the Director of Public Instruction.
Local Educational Authority (LEA) was created in 1981 in each of the subdivisions with the
subdivisional officer as chairman of the authority. Beginning in 1982, thanas were upgraded
to upazilas in phases, making the upazila the focal point of all administrative activities.
Under this system, the administration and management of primary education became the
responsibility of the upazila parishad headed by an elected chairman. The Upazila
Education Officers and Assistant Education Officers were to work under the supervision and
control of the upazila parishad.

Despite the aforementioned upazila reforms, the project continued to be implemented by
the organizational structure created in 1980 and the upazila parishad was not involved in
the implementation of the project. The construction of facilities was undertaken by
contractors who were selected by PIU. Because the upazila parishad was not authorized to
appoint and/or supervise the construction of facilities, the people's participation in the
process of project implementation was negatively affected. This indicates that the project
design was not flexible enough to adjust to the changes that were taking place in the
country's educational system.
In some ways it reflected a paradlox: the national government was emphasizing devolution of
authority to local governments to facilitate people's involvement in the development
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Table 4.1 Revised Physical Targets and Achievements

Percent Achieved in
Item Relation to Revised Target

a. Civil works

Land development 100
Repair of schools 90
New classrooms 94
IMPACT schools cum CLC 100
Latrines 85

Tubewells 97
AUEO's office 100
IMPACT office 100

PTI

Females' hostel 100
Boys' hostel 100
Classrooms 100
Libraries 100

National Academy for Primary Education (NAPE)

Improvement and extension of existing hostels 100
Females' hostel 80
Rest house 100
Staff quarters 52
Boundary wall 100

b. Furniture

Seat benches 99
Steel almirahs 100
Chairs 99
Tables 99

Office furniture 100

c. Other

Learning materials and equipment 100
Transport vehicles 100
Textbooks 100
School uniforms 100
Training 100

Technical assistance 100
Manpower 100

IMPACT experiment 100

AUEO = Assistant Upazila Education Officer
CLC = Community Learning Centre
Source: Compiled from project reports by the case study writers.
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process. The structure of the foreign-assisted development project under study, however, was
counterproductive to the national priorities concerning decentralization to upazilas and
institutional development at the grassroots. During the second phase of the project, however,
the project management structure was more effectively linked with the institutional
machinery at the national and local levels.

The Revision of Project Targets

Several problems emerged in tlhe process of the project implementation. Two of these were
external to the project: (1) rise in the exchange rate of the dollar, and (2) price escalation.
Another problem was that the government decided to supply free textbooks to all children
instead of requiring two children to share books as envisaged in the project design, and that
increased the cost.

Partly because of the aforementioned problems, the PIU twice had to revise the project
and have it approved which impeded speedy implementation.

Continuity in Project Administration

The PIU that was created in 1980 was merged in 1986 with the Second Primary Education
Project (SPEP). During the project implementation, several changes took place in the
administrative set-up of primary education, and the PIU and APOs had to create new
working relationships because of the changed set-up. For the year 1986-87, initially no
government funds were provided, with the expectation that the World Bank would provide
100 percent of the funds. After the Bank refused to do so, the government funds were made
available ten months after the beginning of the financial year, causing delays in project
implementation.

In 1985-86, the "Revised Scheme for the Introduction of Universal Primary Education
under IDA-assistance," commonly known as SPEP was launched for implementation during
1985-90. The PIU and Regional Project Units (RPUs) of the first phase of the project were
incorporated in the rnanagement structure of the second phase. The Directorate of Primary
Education (DPE), consisting of three divisions-planning, administration and training-was
made responsible for the management and implementation of the extended first project. The
Project Director of the First Phase Project was appointed Director of Training of the DPE.
Seven Project Areas Officers took over as District Primary Education Officers which brought
them in line with the existing management structure.

Other changes in the management structure were that the Upazila Education Officer and
Assistant Upazila Education Officers were placed on deputation with upazila council the
authority to appoint, transfer and promote primary school teachers was given to upazila
council. The selection of schools for construction of new facilities and repair works under the
SPEP was vested in upazila council while the construction of new buildings were to be by the
central departments, upazila councils were authorized to undertake repair work.

Methodology for Assessment of Project Sustainability (see Table 4.2)
The sustainability of the Primary Education Project is assessed based on the following

indicators:
* Benefits of the project including stability and volume of benefits, equity in

distribution of these, and quality of service.
* Financial aspects including size and stability of budget for O&M and cost recovery.
* The physical targets achieved.
* Organizational aspects including stability of staff and budget, intra- and inter-

agency coordination, and coordination with intended beneficiaries.
* Maintenance of facilities provided.
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Table 4.2 Sustainability of Universal Primary Education Project

Indicator Extent of Sustainability

High Medium Low

Benefits of project x
Financial aspects x
Physical aspects x
Organizational aspects x
Maintenance x

Source: Compiled by the authors.

Benefits of the Project

A field survey of three upazilas was undertaken that showed the following: As compared
with the enrollment target of 70 percent of the primary school education, in 1986 the
participation rate for three sample upazilas was 56.2 percent, though there were wide
variations among areas. The overall dropout rate decreased from 20.8 percent in 1983 to 16.2
percent in 1986. The dropout rate for boys decreased from 20.6 percent in 1983 to 16.1 percent
in 1986, while that for girls decreased from 21 to 16.3 percent.

The project led to an increased community participation through the School Management
Committees and the Parent-Teacher Association (PTAs). The survey in the three upazilas
showed that 55 percent of the members were more active than before. However, the
community's contribution in cash declined from Tk7,300 in 1983 to Tkl,500 in 1986.

The quality of service provided through the project was assessed in the survey through
attendance of teachers, teacher-student ratio, frequency of teacher training, status of the
teacher situation, distribution of books and uniforms, and results in annual tests and
scholarship examinations. The attendance of teachers was found to be about 90 percent. The
teacher/student ratio was 1:60. About 94 percent of teachers in the sample schools received
training as compared to the national average of 92 percent. Ninety-two percent of the
sanctioned posts in the sample area were filled by teachers as against the national average
of 96 percent. Books were distributed to 100 percent of the students while only 36 percent
received uniform. The reason for the low level of supply of uniform was that in 1983 the
supply of uniform was discontinued. The overall output of the selected schools, i.e., the
number of students who passed the annual examination incre ased from 56.6 percent in 1983 to
62 percent in 1986.

Financial Aspects

The utilization of funds (Table 4.3) as a percentage of the Annual Development
Programme (ADP) was almost 100 percent between 1982 and 1985. During 1980-82, however, it
was slightly lower due largely to manpower shortage, inadequate delegation of authority at
the local level and lack of community participation in the enrollment drive. The project did
not provide for cost recovery, though during the period from 1983 to 1986, the communities
made voluntary contributions in cash and kind.
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Table 4.3 Year-to-Yealr ADP, Release and Utilization of Funds for the Project
(millions of Tk)

1980-81 1981-82 1982-83 1983-84 1984-85 1985-86

ADP 642.50 1,157.43 1,365.00 2,200.00 2,540.00 2,521.14
Release 642.50 1,157.43 1,365.00 2,200.00 2,532.29 2,477.53
Release as % of ADP 100.00 100.00 100.00 100.00 99.70 98.27

Utilization 598.25 482.34 1,357.96 2,187.22 2,494.45 1,941.79
Utilization as % of ADP 93.11 41.67 99.48 99.42 98.21 77.02

Utilization as % of
Release 93.11 41.67 99.48 99.42 98.51 78.38

Source: Compiled from project reports.

Physical Aspects

Table 4.4 presents information on this physical condition of the facilities. The quality of
the physical infrastructure provided through the project was considered to be low by the
project beneficiaries. Adverse comments were made in the sample areas concerning the design
of buildings, inadequate supervision of construction works by engineers, and the
noninvolvement of local authorities in civil works. The quality of furniture provided was
also questioned. Field visits by the case writers showed that the schools were not properly
mnaintained. Out of the 33 schools in the sample, 28 had blackboards unsatisfactory for use.

The low quality of civil works was attributed to inadequate supervison by engineers and
noninvolvement of uplazila councils.

Organizational Aspects

Two organizational aspects were examined in the selected thanas: the stability of the
staff and the budget of the organization, and coordination among the government agencies.
Several aspects concerning stability of staff should be pointed out. Most of the sanctioned
positions for the project were filled. However, there were frequent transfers of staff. For
example, there were Ifour chief project officers during 1980-86, which negatively affected the
continuity of operation. A positive aspect of the project was that staff members from the
first phase of the project were absorbed into the second phase of the project, thereby ensuring
the use of existing expertise in the project. One exception was that initially no provision was
made for the absorption of 560 assistant female teachers. In 1986-87, however, they were
appointed for one yeaLr.

The project director was responsible for maintaining coordination among the four units:
Admninistration and Finance, Engineering, Training, and Project units. The Director-General
also coordinated the project activities with the concerned agencies at the national level.
Despite the existence of formal structures for coordination, several problems emerged: the
Development Credit Agreement (DCA) provided for the appointment of the Project Director
as the head of DPE. Yet, it did not take place. Secondly, there was conflict between the
APO and the Assistant Engineer concerning the authority to supervise the construction and
maintenance of physical facilities.

Implementation of the project activities was the responsibility of the Area Project Officer
and Assistant Engineer at the district level, and the Upazila Education Officer and APO at
upazila level. To ensure coordination, the Assistant Engineer was asked to send all
correspondence concerning project implementation through the APO.



The Universal Primary Education Project in Bangladesh 71

Table 4.4 Observation Checklist of Physical Facilities Provided
to Primary Schools in All Areas
(number of schools)

Implementation Condition Usable Condition Maintenance

Very Not Very Not

Completedl Incompletel Satis- Satis- Satis- Satis- Satis- Satis-

Adequate Inadequate None factory factory factory factory factory factory

A. Civil Works

New classrooms 32 1 - - 16 17 - 16 17
Latrines 32 - I - 16 16 - 17 15

Tubewells 22 5 6 -10 17 - 12 15

B. Furniture

Benches 22 11 - - 25 8 - 29 4

Almirahs 13 14 6 1 13 13 - 23 4

Chairs 5 28 - - 19 14 - 28 5
Tables 5 28 - - 19 14 - 28 5

C. Educational Aids

Maps 28 3 2 - 27 4 - 26 5

Globes 30 2 1 - 26 6 - 26 6

Science kits 12 3 18 - 4 1 - 14 1

Agricultural
equipment 17 3 13 - 12 8 - 16 4

Clocks - - 33 - 4 - - - -

Blackboards 5 27 1 - 4 28 - 19 13

- = not available.
Source: Huq et al. (1988)

Maintenance

The Project Pro Forma did not provide for funds specifically to maintain buildings,
equipment, and transport after the completion of the project. This resulted in inadequate
maintenance of the facilities at the time of the case study. The problem seems to have been
recognized by the IDA and the government, and Tk2O million were allocated by the
government during the 1986-87 financial year for the maintenance of primary schools. Though
the amount was insufficient for the purpose, the government action was a step in the right
direction.

Lessons Learned

Several lessons are discernible from this case study:
Active participation of all stakeholders improves the public image of the project. In
the case of this project, its image was improved by more PTA meetings and by
community assistance in cash and kind.
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* During project preparation, realistic targets should be set and risks involved in
attaining targets should be explicitly stated. For example, 90 percent coverage of the
age group 6-10 was unrealistic within the socioeconomic and political environment of
Bangladesh during the late 1970s and early 1980s.

* Internal as well as external conditions can upset the original design of the project, as
shown by the continuous appreciation of the dollar in relation to the taka and the
revised contribution of the Government of Bangladesh.

* Where the system of planning and management is highly centralized, timely
implementation of the project is impeded. When the financial authority is highly
centralized in the Ministry of Finance and powers of executing agencies are limited,
government functionaries at the grassroots are reluctant to take initiatives. Indeed, as
pointed out in the Project Completion Report, decentralization of some of the activities
such as the distribution of materials and site supervision to the staff at the district
and thana levels positively contributed to project implementation, even though there
were 5 consecutive directors with the duration of service ranging from 6-24 months.

* Where the absorbtive capacity of the country for the utilization of foreign aid is low,
timely implementation of foreign-assisted projects is impeded. This necessitates the
revision of projects. The original coverage of the project had to be scaled down because
the IDA staff concluded that the concerned government agencies did not have the
capacity to implement the project as proposed by the government.

* Maintenance of project facilities is necessary for the sustainability of a project and
should, therefore, receive adequate attention from donor agencies and the recipient
country at planning as well as post-implementation stages.

* PIUs are extremely useful instruments for implementing foreign-assisted projects. Yet,
this project did not significantly improve the planning and management capacity of
the concerned government agencies. As mentioned earlier, linking the project with the
decentralization policy of the government proved to be difficult and the project
structure did not effectively respond to the changes taking place in the administrative
system of the country. Therefore, the PIUs are not appropriate for all types of projects
and alternative organizational structures need to be examined. Where the PIU is
selected as the organizational model, efforts should be made to link the PIU with the
existing machinery of the government and to provide for flexibility in the design of
the project. The experience suggests that PIUs draw the most capable persons from
various departments, thereby negatively affecting other development projects, and
that they do not adequately deal with the maintenance aspects of the physical
infrastructure provided through the project.

* Maintenance and sustainability of the project should be considered at the project design
stage. This requires ensuring that funas and institutional arrangements for maintaining
the building and facilities are made available.

* Innovative social development programs need to be continuously adjusted and readjusted
over a reasonable length of time to ensure that project level innovations can be
replicated at the national level.

* More attention needs to be paid to the institutional arrangements for project
implementation at the stage of the project design, particularly for a large and complex
project such as the one discussed.



5
THE BANGLADESH AGRICULTURAL

UNIVERSITY PROJECT

(IDA Credit No. 407-BD)

Project Background

The First Five Year Plan (1973-78) of Bangladesh gave top priority to the development of
the agricultural sector, including gradual introduction of the new high-yielding technologies.
During this period, Bangladesh had only two institutions imparting education in agricultural
science: the Bangladesh Agricultural University at Mymensingh (BAU) and the Bangladesh
Agricultural College (BAC) in Dhaka.

The BAU was established in 1961. It was autonomous in its operations and received most
of its operating funds from the University Grants Commission. The university offered
bachelor's and master's degrees in agriculture, veterinary science, animal husbandry,
agricultural economics and rural sociology, agricultural engineering and technology, and
fisheries. Though the graduates of the university could easily find employment, largely in
the public sector, the relevance and the quality of education was severely criticized in the
First Five Year Plan. The courses were termed to be too theoretical and "out of context" with
the situation in rural Bangladesh.

The Bangladesh Agricultural University Project was the second phase of a project
initiated in the 1960s. During this period, USAID provided technical assistance to improve
the quality of agricultural education. Under the USAID contract, Texas A and M University
provided about 70 manyears of professional assistance in the basic subject areas of
agriculture. Furthermore, assistance was provided for 40 Bangladeshis to get M.A. and Ph.D.
degrees in the United States, and for the construction of physical facilities at the
agricultural education institutions.

In 1964, the BAU was appraised by an IDA mission and a credit agreement was signed
with the then government of Pakistan. Another credit was signed in 1966. The main
components of the two projects were the construction of physical facilities, the provision of
equipment for expanding teaching capacity and the provision of 50 manyears of fellowships.
The implementation of the project was stopped in 1971 because of the civil war in the
country; subsequently IDA suspended disbursements from the credit.

In 1972, Bangladesh asked the IDA to reactivate the aforementioned projects along with
seven new components. An appraisal mission visited Bangladesh in 1972, and a new credit
agreement was signed in June 1973 for an amount of US$21 million. The credit was scheduled
to close on June 30, 1978. However, because of delays in implementation, it had to be
extended twice. The second extension was until March 31, 1981.

Two aspects of the project should be pointed out. First, it was the revitalized version of
an earlier project that was disrupted because of the war in the country. Lack of continuity in
planning and implementing project activities, therefore, impeded optimal utilization of
resources as well as affected coordination and integration with other related government
programs. Furthermore, the development priorities and implementation strategies of the
governments before and after the war were quite different. Secondly, in the early 1970s
Bangladesh was faced with most difficult economic and political problems: low agricultural
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productivity, increased dependence on foreign assistance, inability of the government to
rehabilitate "freedom-fighters" adequately, and the virtual breakdown of field
administration in the country. These problems obviously affected the process of project
implementation.

Despite the aforementioned constraints, however, an attempt was made to link the two
phases of the projecl: operationall[y. Under the previous credit agreements, a PIU, headed by
a director, had been established to execute the works. The same arrangement was continued
in the new credit agreement. Three consulting firms that had been engaged with the first
two projects were reappointed.

Project Objective and Activities

The objectives of the project were to train the manpower required by the agricultural
sector, improve educational standards, promote scientific advances in agricultural sciences,
organize extension education, and prepare a development plan for BAU. These objectives
were to be achieved by undertaking the following activities:

* Expansion of physical facilities, and the provision of equipment and books.
* Redesigning curriculum, strengthening practical training and fellowship program for

higher training abroad, and improving laboratories and library.
* Defining arnd strengthening the university's research activities, particularly those

dealing with high-yielding varieties of basic staples, and reorienting research to
practical problems.

* Increased enrollment in the Department of Agricultural Education and organization
of extension work in the adjoining villages of the university.

* Preparation of a development plan for the university.

As in the case of most other development projects in Bangladesh during the early 1970s,
project sustainability was not explicitly mentioned as an objective. Yet, an underlying
assumption in each of the formally stated objectives was that the services and facilities
provided would be adequately maintained, that the project would provide the desired
benefits to the target population, and that the project would lead to the creation of future
opportunities to raise the income levels and standard of living of the people.

Review of Project Implementation

Five aspects of the process of implementation of this project that are pertinent to
sustainability should be pointed out: delay in implementation; appropriateness of
architectural designs; adequacy and appropriateness of equipment and books, unit cost of
construction; and project management.

The Delay in Imnplementation

The completion of the project was delayed by 33 months. There were several causes for
delay. The completion of civil works required approval of architectural design, placement of
funds, procurement of materials, appointment of contractors, and supervision during
construction. There were delays at each of these points. There were several reasons for this:

* The project director did not have adequate authority to make suitable changes in the
plan.
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* The university did not allocate sufficient percentage of consolidated funds at its
disposal to the IDA-assisted project.

* The procurement of equipment was delayed partly because the appraisal estimates of
these materials did not include the cost on account of custom duty and sales tax,
thereby necessitating the provision of additional funds that took more time.

* The appointment of consultants took a longer time than anticipated.

The aforementioned delays increased the project cost. The BAU, therefore, had to revise
several crucial components of its master plan. For example, the accommodation capacity in
the new students' hostel was reduced from 1,140 to 672 and the staff housing was reduced
from 144 to 52 units. Several other components related to project sustainability were dropped.
These included construction of facilities for food technology, health services, river bank
protection, boundary walls, and access roads.

Appropriateness of Architectural Designs

The architectural design for the facilities constructed was poor. The main defects of the
design that were frequently criticized by the students were the following:

* Extensive use of expensive wooden louvers made of imported Burma teak was
unnecessary and hazardous in the local context.

* Many rooms did not provide protection from rain.
C Classrooms and laboratories were awkwardly shaped and did not provide a conducive
environment for learning.

The consulting firm, however, should not be entirely blamed for the design because it was
approved by both the Senate of the university and the Planning and Development
Coommittee. These two organizations could suggest changes at the design approval stage.

Adequacy of Equipment and Books

The university reduced its purchase of new furniture by using old ones. Furthermore, it
selected terrazzo instead of solid teak wood for laboratory table tops. However, at the time
of the project completion, table tops had already started to corrode because of the use of
acids and chemicals. Some of the equipment bought under the predecessor credits could not be
used. Even in the new project, it was estimated that the rate of nonutilization of equipment
was 10 percent of the total stock procured.

Unit Cost of Construclion

The unit cost of the academic buildings was estimated to be more than double the cost of
similar structures elsewhere in the country (Table 5.1). The maintenance cost of the buildings,
plants, machinery, and equipment was also high because it was in proportion to their level
of sophistication, quality, and standard.

Project Management

The project provided for the continuation of the project implementation set-up of the previous
project. As regards project management, the provisions of the credit agreement however, were
not strictly followed. During the first year, two part-time project directors were
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Table 5.1 Unit Cost Comparison of Construction of IDA-Financed Buildings
with Construction of GOB-Financed Non-IDA Buildings

IDA Non-IDA

Floor Total Cost per Floor Total Cost per
Type of Space Cost sq. ft. Type Space Cost sq. ft.
Work (sq.ft.) (1,000 Tk) (Tk) of Work (sq.ft.) (1,000 Tk) (Tk)

13 xE 2xE
Type Type
Building 89,492 16,292 182.04 Building 27,539 2,535 92.06
(52 units) (16 units)

2 x Boys' Construction
Hostels 196,444 29,800 151.69 of third floor 22,550 1,312 58.18
(4 stories) and F.H. Hall

Source: Huq et al. (19M8).

changed. Furthermore, the project director did not have independence in decision-making
because of the collegial system of decision-making in the university and because the project
director was also on the university staff.

Assessment of Project Sustainability

The following measures were selected by the case writers to assess sustainability of the
project:

* Adequacy, maintenance, and operation of all physical facilities.
* Trends in annual student enrollment and output, teacher/student ratio, library

facilities, and the relevance of the curriculum.
* Relevance, adequacy, and quality of BAU teaching.
* Effectiveness of the extension education.
* Linkages between BAU and related institutions.
* Quality and relevance of the plan for the future development of the BAU.

Physical Facilities

The academic buildings, classrooms, laboratories, hostels, and plants and equipment
provided through the project have met many urgent needs of the university. The project
impact, however, has; been partly affected by a reduction in the number of staff housing units
and by the decision not to construct the girls' hostel and the link road. Furthermore, while
enrollment has grown rapidly, the construction of hostel facilities has not kept pace with it.

The facilities are not properly maintained. A survey of 301 final-year students shows
that 40 percent of those surveyed did not consider dormitory facilities to be satisfactory. The
toilets in the faculty and administration building were not usable. The classrooms and the
furniture were in extremely bad condition. The maintenance of staff quarters has not been
undertaken during the past five years. Inadequate funding for maintenance and operation has
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negatively affected full utilization of the facilities. Much equipment is underutilized or
underused for lack of spare parts.

In some faculties, fisheries and animal husbandry, for example, laboratory space is not
fully utilized due to lack of enough funds to install the needed equipment.

Student Enrollment and Output

At the undergraduate level, the enrollment target achieved ranged from 53 to 85 percent
between 1978-79 and 1984-85. This enrollment could be considered satisfactory, however,
because the targets were set arbitrarily without an adequate needs survey.

Tables 5.2 and 5.3 present BAU's enrollment and output targets and achievements.

Table 5.2 BAU Enrollment and Output (undergraduate)
(percent achievement)

Year Enrollment Output

1978-79 53 66
19 79 -80a 64
1980-81 82 98
1981-82 85 83
1982-83 78 110
1983-84 72 119
1984-85 68 109

- = not applicable.
a Examination not held.

Source: Huq et al. (1988).

Table 5.3 BAU Enrollment and Output (graduate)
(percent achievement)

Year Enrollment Output

1978-79 50 42
1979-80a 130 48
1980_81b -

1981-82 175 43
1982-83 - -
1983-84
1984-85

- = not applicable.
Figures in the parentheses indicate the number of students who did not submit their theses.
a. No examination held.
b. No student enrolled to adjust for overlapping sessions.

Source: Huq et al. (1988).
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Qualifications of Teaching Staff (Table 5.4)

The academic background and qualifications of the university staff are satisfactory. One
notable feature is the gradual replacement of bachelor's degree holders with those with
master's degrees and doctorates (Table 5.4). In 1986, 38 percent of the staff had a Ph.D.,
while 61 percent had an M.A. that reflected judicious utilization of higher training
facilities abroad resulting in staff development.

Table 5.4 Qualifications of Teaching Staff, BAU (1980-86)

Number of
Year Teaching Staff Ph.D. (percent) Master's (percent) Bachelor's (percent)

1980-81 379 29 68 3
1981-82 372 30 68 2
1982-83 382 32 64 4
1983-84 380 34 63 3
1984-85 379 35 64 0.8
1985-86 379 38 61 0.5

Source: Background paper from BAU, Mymensingh.

Teacher/Student Ratio

The teacher/student ratio in 1984-85 was 1:5, which is quite satisfactory in the
Bangladeshi context.

Table 5.5 Sustainability of Bangladesh Agricultural University Project

Indicator Extent of Sustainability

High Medium Low

Physical facilities x
Student enrollment and output x
Qualifications of teaching staff x
Teacher/student ratio, x
Stakeholders' opinions x
Research activities x
Standard of agricultural education x
Preparation of development plan x
Linkage with related institutions x

Source: Compiled by author from Huq et al. (1988), Tables 4.5-4.8.
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Library Acquisitions

The rate of acquisition of new publications by the library was considered inadequate.
Journal subscriptions declined steadily from 464 in 1980-81 to 230 in 1985-86. The purchase of
new books in 1984-85 and 1985-86 only represented 4 percent and 2.8 percent of the current
stock.

Stakeholders' Opinions

In a survey of final year students and the graduates of the university, it was found that
48 percent considered reading materials and lecture notes to be irrelevant. About 77 percent of
the graduates found the practical training to be inadequate. About 94 percent of final year
students held similar views. Reasons given for this inadequacy were lack of laboratory
facilities, shortage of funds, and poor maintenance and utilization of equipments.

Research Activities

The university research staff have made notable contributions. These have included the
release of one modern variety of rice, two modem varieties of mustard, and two sweet potato
varieties. In the field of livestock, fisheries, and agricultural engineering, innovations by
the scientists have included straw treatment, feed block and vaccine production programs for
livestock, improved country plow design, and improved techniques of food processing and
preservation.

Standard of Agricultural Education

In order to assess the improvement in the standard of agricultural education, the case
writers conducted a survey of 97 graduates of the University. The curriculum content was felt
to be relevant by 51 percent of the respondents, and not very relevant by 43 percent.
Concerning coverage, 32 percent of the respondents thought the coverage to be adequate
while 62 percent considered it to be less than adequate. About 23 percent of the respondents
considered the practical work to be adequate while 63 percent considered it to be less than
adequate.

Concerning the quality of agricultural education, the persons interviewed felt that BAU
was too theory-oriented, that the extension project was ineffective, and that curriculum
needed fundamental revision.

In order to assess the sustainability of extension education under the project, 100 farmers
from three project villages were randomly interviewed by the case study writers. It was
found that of those interviewed, only 37 percent were actively taking part by allowing their
land for experiment. Of those who participate in the extension program, 52 percent said that
they did not get adequate help from the university staff. This shows that further
improvements are needed in communication between the university staff and the
participating farmers.

Preparation of Development Plan

The university prepared a development plan, but the IDA found it to be unsatisfactory
and the university was asked to submit a new plan, which was not done. The government and
the IDA later assigned this task to the National Committee on Rural Training. Yet, the
plan and role definition of the BAU has not been submitted, and the university continues to
be managed as it was a quarter of a century ago.
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Linkage between BAU and Related Institutions

The university is governed under an ordinance that was drafted in 1961. The end-users of
the BAU graduates are not represented in the Syndicate and the Academic Council of the
University. With the exception of the Director General of the Bangladesh Agricultural
Research Institute, no other concerned ministry or department is represented in these bodies
of the University. The result is that there is no effective communication between the BAU
and the concerned ministries and departments to ensure the relevance of the curriculum of the
university.

Some of the related agencies are represented in the Board of Studies and the Committee
for Advanced Studies and Research of the university. The lack of adequate representation in
higher bodies of the university, however, negatively affects the ability of the rated
agencies to influence the policies of the University.

Lessons Learned

The case study of the BAU Project shows several lessons for consideration in the future
design and implementation of projects.

* Sustainability of agricultural projects cannot be ensured by mere construction of
physical facilities and staff development without effectively linking the curriculum
and output of the university to its national environment. The failure of the university
to prepare a development plan and to define its role vis-a-vis agricultural development
in the country negatively affected sustainability and long-term impact of the project.

* An effective development project should provide for viable linkages between the
selected institution, on the one hand, and related agencies at the national and local
levels, on the other. These linkages are necessary condition for timely implementation
as well as sustainability of project. As the case of the BAU project shows, informal
channels of communication, though useful, cannot be a substitute for formal channels of
communication, and coordination aimed at sustaining a set of development actions
initiated through a project.

* Where the project director is a part of the university and, thus, cannot bypass its
procedures, one needs to examine alternative organizational models for greater
operational efficiency and accountability. The choice of an appropriate model should
depend upon the size, complexity, technology, and location of a particular project.

* Development projects should not be treated as ends in themselves. Therefore, the
project design should point out its future direction after its completion. The construction
of physical facilities for an agricultural university and staff development do not lead
to desired impact without mechanisms and procedures to ensure continued research and
extension activities and high quality education.

* Project sustainability is affected by its political and economic environment. In the case
of the Bangladesh Agricultural University Project, the process of implementation was
impeded by political instability in the country after the war, the need to rehabilitate
many refugees, disruption in the government's administrative machinery at the thana
level, and declin,ing productivity in the country. The impact and sustainability of the
project should, thus, be seen within the above political and economic context.
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6
POLICY IMPLICATIONS OF SUSTAINABILITY

Development projects are planned and implemented within the context of the
government's policy framework. Their impact, and subsequently sustainability, are
determined by the extent to which these policies are clearly presented to the project
personnel and are consistently implemented. Where the policies are ad hoc or where these
are subject to frequent changes due to economic and political constraints, development projects
do not lead to optimal results, and their sustainability cannot be ensured. In such a situation,
a great deal of energy and resources of agencies are spent on working to achieve contradictory
objectives, resolving interagency conflicts, and clarifying the operational measures of project
performance and impact. The need, therefore, is for national policies that emphasize
sustainability of development projects and provide a framework within which effective
projects can be planned and implemented.

The experience of developing countries shows that issues relating to project sustainability
have received a low priority. The case studies on urban shelter projects and those of
decentralized local development projects commissioned by the UNCRD as well as analysis of
project sustainability undertaken by OED point to a lack, in practice, of adequate concern for
project sustainability on the part of both donors and recipient countries.

The identification of strategies and actions needed to ensure project sustainability in
developing countries is difficult because of variations in their administrative and political
processes and socioeconomic structures and lack of adequate comparative data. Furthermore,
there are a wide range of constraints on project sustainability which, in some ways, reflect
power structures at multilevels of government and administration. Yet, experiences and
approaches discussed in this paper point to several policy issues that require appropriate
responses to facilitate project sustainability.

The Politics of Sustainability

Project sustainability requires appropriate institutional reform and changes in political
and administrative organization. The impacts of these changes, however, are rarely neutral:
they advance the interests of some groups in the society over those of others, alter the
patterns of resource allocation among regions and localities, change the distribution of income
and wealth, and expand or contract the scope of political influence. Therefore, no proposal
for institutional reform escapes debate. In most cases, either overly rapid changes in
institutional structure are made without ensuring their sustainability or the status quo is
maintained. Sufficient evidence from developing countries suggests that the sustainability of
many kinds of projects will require strong and viable local institutions. The inability of most
developing countries to build and strengthen development planning and management
institutions, particularly at the regional (subnational) and local levels, has negatively
affected the process of project sustainability.

Because of internal pressures from various groups in the society, governments are
frequently forced to have a short-term horizon. While the policy statements might present
the image of a long-term strategy, government actions might reflect ad hoc responses to
pressures from vested interests. Where the political process is characterized by instability,
this phenomenon is more common and frequent changes in the government's policy package
are made that hinder sustainability of projects.

83
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Project sustainalbility requires political will at multilevels of government to commit
resources for ongoing development activities. In the context of scarcity of resources and
competing demands from increasingly politicized groups, resource allocation is more likely to
take place in response to the dictates of political expediency instead of economic rationality.
The design of sustainable projects must therefore reflect the economic and political realities
of the country.

Governments are usually more interested in allocating resources for new development
projects than for the maintenance of existing services and facilities, partly because new
projects are publicized through the mass media as achievements of the government in power.
Politicians at the regional and local levels also have a tendency to lobby for new projects to
gain the support of their respective constituencies rather than to lobby for the maintenance
of existing services and facilities.

Where there are ;frequent changes of government in the country, the tendency on the part
of the new government is to de-emphasize the existing programs and, thus, their
sustainability. This is particularly the case where the political process is characterized by
a high degree of polarization resulting from ideological and ethnic conflicts.

Broadening the Range of Stakeholders

Rural areas in many developing countries are still characterized by inegalitarian patterns
of ownership of land and other assets. If project sustainability is defined to include economic
equity, local power structure in rural areas would be the most crucial factor. The analysis of
several World Bank-assisted projects has shown that because of inequities in access to land,
the rural poor usually do not benefit significantly from development projects. The need,
therefore, is to broaden the range of stakeholders and to elicit their active participation in
the identification, imLplementation, and benefits of development projects.

In addition to project beneficiaries, stakeholders also include project planners,
implementors at multilevels andl local leaders. Project sustainability is determined by the
continued cooperation of all principal stakeholders.

While one of the necessary conditions for project sustainability is active involvement of
beneficiaries in plaLnning and managing development activities, there are numerous
constraints on meaningful community participation in the developing countries. These include
the inability of some governments to provide an adequate framework for community
participation, weak local leadership, rigidity of project planning and management
procedures, and heterogeneity of local communities. Where procedures for community
participation are not institutionalized, communities should not be expected to play a major
role in sustaining projects.

Implementation of participatory projects requires provision of adequate resource for the
preparation of training materials, development of operational procedures, and training of
community leaders. It also requires identification of procedures to look at the likely
distribution of project benefits among different segments of the community, and requires
support for developing a conceptual framework for community participation in projects which
is understood by policymakers, project managers, and community leaders. Finally, the
effectiveness of community participation procedures should be continuously monitored in the
process of project implementation.

The planning process in the country should emphasize active involvement of the
stakeholders at multilevels. One of the main problems with the top-down and highly
centralized process of development planning is that while services and facilities might be
provided on schedule, stakeholders at regional and local levels do not identify with the
project and are thus unlikely to provide the necessary cooperation for its sutainability.
Stakeholders need to, be involved in identification of local needs and priorities, planning,
and evaluating the impact of these projects.
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New Approaches to Program Finance
Project sustainability is difficult to accomplish in situations where a country is too

dependent on foreign resources for development projects and where local resource mobilization
capacity is too weak. In such situations, government is relatively more susceptible to external
economic and other pressures. The ultimate test of project sustainability is, therefore, the
ability of the recipient government increasingly to mobilize resources through instruments
such as taxes and user charges.

Actions needed to improve the resource base and financial management of local
government include increase in the share of local governments in the national revenue by
changing the criteria for distribution of public sector finance in a way that takes several
factors into consideration such as population, per unit cost of services, density of population,
and the cost of maintaining existing services. Other requirements include authorizing local
governments, to levy additional taxes presently reserved for central or provincial
governments, and the provision of technical assistance to local governments to improve the
efficiency of their internal resource mobilization through evaluation of property for
taxation, recovery of user charges and cost of investment for shelter, monitoring and control of
their internal operation with an appropriate information system, and through their
accounting system.

Cost recovery and recurrent cost financing are crucial for project replicability and
sustainability. Some of the actions which could lead to the improvement of cost recovery are
reducing the level of rates of repayment; assessing affordability level before a project is
initiated; and making collection machinery more effective by the provision of necessary
information to the participants, the identification of sanctions for defaulters, and
simplification of collection procedures. Furthermore, communities and their leaders should be
actively involved in the process of cost recovery. Also significant is the "political will" on
the part of the government to enforce cost recovery regulations and procedures. Other
measures needed are adequate provision in the project design for recurrent cost financing, and
flexibility of designs and standards.

One of the most crucial issues for project sustainability concerns the allocation of funds for
maintenance of services and facilities. This needs to be done at the stage of project design.
Furthermore, special funds should be allocated to local governments for the maintenance of
existing facilities and services. Finally, the long-term solution to the problems related to
project sustainability requires that the financial autonomy and resource base of local
governments should be improved.

Project Sustainability and Decentralization

Sustainability of development projects is also affected by the degree of decentralization
of decision-making. In most developing countries, local governments are financially dependent
upon central or provincial governments because they are not authorized to levy sufficient
taxes for performing their tasks and, furthermore, are usually not able to collect all of the
authorized taxes.

During the past three decades, the central government's expenditure at the regional and
local levels has been predominantly channeled through the field offices of central ministries
and departments and through semi-autonomous development authorities. This has resulted in
increasing gap between planning and management capacities of local governments and those
of national development authorities. One of the recent trends on the part of donor and
international agencies, however, is to provide technical assistance to local and regional
governments. This would facilitate project sustainability.

Decentralized decision-making affects project sustainability in several ways: first, where
decentralized units have the financial autonomy, these are able to allocate resources for
continuing the activities initiated through the project. On the contrary, where a project is
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planned, monitored, and evaluated by a central agency, local organizations are less likely to
be enthusiastic after the withdrawal of the central agency.

Second, where a project is identified and planned with active participation of local
organizations, it is more likely to reflect the felt needs of the area and thus is more likely
to be sustained. One of the reasons why externally funded projects are in some cases not
sustained is that such projects might not reflect the immediate needs of the community.

Third, where local and regional level organizations lack an adequate planning and
management capacity, the project is unlikely to be sustained. Planning and management
capacity at the regional and local levels, however, results from the opportunities provided
to these units throug]h decentralization policies and programs.

Fourth, decentralization might allow greater representation of stakeholders that is
conducive to sustainability of development projects. A decentralized mode of decision-making
would provide a structure through which stakeholders can participate in mobilization of
resources, identification of local needs and priorities, and sustainability of development
projects.

The Role of Donor Agencies

The role of donors is crucial in project sustainability. In many developing countries,
significant numbers ojf new development projects are being financed by donor agencies. In some
cases, donors have a narrow, short-term perspective, and experience points to several aspects
of foreign-assisted projects that are counterproductive to project sustainability.

First, donors have often in the past favored the creation of new institutional structures
and special project project implementation and management units that have fragmented the
government machinery at the regional and local levels. As mentioned earlier, one result of
creating special units and strengthening semi-autonomous development authorities has been
to limit the role of local governments in the development process.

Second, most donors have been reluctant to make large-scale investments in institutional
development. This is due to the fact that the institutional changes take a long time to effect
socioeconomic development and are often more politically sensitive to plan and implement.
In the final analysis, both the recipient government and donor agencies might be more
interested in short-term gains and consequences of development projects, which has negative
implications for project sustainability.

Third, donors have tended to give too much attention in project selection to the tool of
economic analysis without giving due consideration to administrative and sociological
factors. As the case studies in Bangladesh have shown, there are situations where the
anticipated economic rate of return is high at the project appraisal phase. Yet, the project
activities are not effectively carried out because the implementing agencies do not have the
administrative capacity or where social and cultural factors have not been taken into
consideration.

Finally, in the past the donors often did not establish a direct linkage between the
construction of services and facilities and their maintenance. The design of projects usually
did not specify the arrangements for their sustainability. It is only recently that the
maintenance and sustainability of projects are being emphasized.

Community participation has frequently been shown to be an important element in
ensuring sustainability (Honadle and VanSant, 1985; Cheema, 1985; Bamberger, 1988).
However, many externally-funded projects have precisely defined objectives and budgetary
allocations and lack adequate flexibility in the project design, all of which impede active
community participation in their planning and execution. Furthermore, most projects are
executed through government mninistries and departments and special authorities which do
not have effective linkages with community organizations. Finally, where projects are aimed
at the installment of physical infirastructure and facilities, community involvement might
have to be limited in scope.
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In the externally-funded projects, the prospects for sustainability could often be improved
by institutionalizing community participation in several ways. These include working with
local governments in identifying needs and implementing development projects; assessing of
community needs at the preparatory stage, including sensitization of donor agencies and
senior project managers to the significance of community participation; strengthening
community organizations; and delineating, at the project appraisal phase, procedures for
maintenance and sustainability of projects.

Institutional Development of the Project at National and Local Levels

Capabilities of implementing agencies need to be assessed during the appraisal phase
based on their administrative capacities, financial viability and their potential to
facilitate the distribution of project benefits. Rigorous social analysis needs to be undertaken
to incorporate the felt needs of the community into project design, the extent of community
organization, social indicators to be included in project monitoring and evaluation system,
and the possible spillover effects of the project.

The project design should provide for the allocation of funds to improve skills of
concerned agency staff and to strengthen capacity of relevant national institutions to organize
project-related management training courses.

Two of the alternative organizational designs to implement urban programs have been the
existing governmental machinery and special units. The special units are more conducive to
timely implementation of project activities because these have a relatively greater capacity
to monitor project inputs, activities and outputs. Too much reliance on such units, however,
further weakens local institutions and tends to increase the fragmentation of the
institutional machinery.

The other disadvantages of special units are that these create tremendous jealousy among
the personnel of concerned government departments, that these draw the most capable
persons from various departments affecting other development projects, and that these are a
short-term solution to the institutional problems and deviate the attention of policymakers
from the need for central and local administrative reforms. Furthermore, these do not
adequately deal with the maintenance aspects of physical infrastructure and, thus,
negatively affect sustainability of projects.

The experience shows that in addition to technical skills, the personnel of implementing
agencies should have adequate human relations skills to be able to work effectively with
the poor communities. Training programs should be designed to reorient government officials
and to improve their skills to communicate effectively with the communities. Innovative
leaders in the lead implementing agencies should be identified and should be provided with
incentives and career rewards associated with their positive response to programs affecting
the poor. Other measures needed to strengthen the capabilities of implementing agencies
include eliminating rigid personnel regulations that discourage innovation, reducing political
interventions in recruitment and promotion, and decentralizing financial authority to the
regional and local levels of government and administration.

Development projects require large numbers of organizations with different resources,
skills, objectives and procedures. Their sustainability, therefore, depends partly upon the
effectiveness of interagency coordination. These include creating and maintaining open
systems of communication and exchange of information; delineating agency responsibilities;
standardizing of rules and procedures for implementation; and delegating adequate authority
to the coordinating agency. Interagency coordination can also be improved through the use of
informal channels, through the establishment of a coordinating committee consisting of
representatives of each implementing agency, and through direct involvement of concerned
political leaders.

The experience shows that project sustainability cannot be isolated from sustainability of
development in the country, and that sustainability of development is reflected in the
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effectiveness of the institutional machinery at many levels. The effectiveness of the
institutional machinery at many levels could be measured based on the following:

* The existence, in theory and practice, of mechanisms within the administrative
machinery for horizontal and vertical coordination.

* The decentralization of government functions and financial resources towards regional
and subregional levels.

* The provision of mechanisms for people's participation in the development process.
* The design of a monitoring and evaluation system.

* Operationally linking planning and budgeting decisions.
* Personnel structures and practices that facilitate administrative innovation.

Institutional development implies introducing alternative organizational structures and
procedures that facilitate innovation at the national, regional, and local levels,
respectively, to accomplish the aforementioned tasks. Experience suggests that where
development institutions in the country are weak, institutional arrangements made to plan
and manage specific projects falter because of a lack of adequate support from the existing
institutional machinery. The need, therefore, is to improve the effectiveness of the existing
institutional machinery and introduce organizational changes at multilevels of government
and administration.

Modifying Building Codes and Standards

Experience shows that in the case of shelter projects building codes and standards need to
be modified to keep these projects within the affordability range of the urban poor. Some of
the possible actions, relevance and applicability of which needs to be examined in different
contexts include reducing plot size, simplifying the design of the dwelling, and providing
cheaper, indigenous materials at subsidized price. The governments could also lower
sanitation standards and allow mixed use of land for housing and commercial activities.
These measures would increase housing production, reduce the cost of housing units, and make
land use more efficient.

In addition, the sustainability of urban shelter projects requires organization and
motivation of communities to mobilize local resources, maintain existing services and
facilities, and progressively improve their dwelling environment.

An Agenda for Training and Research

Implementation and sustainability require adequate training for three groups of managers:
(1) concerned government leaders and civil servants from the national government, local
governments, program management, and field offices; (2) leadership and staff of
nongovernmental organizations and nonprofit groups; and (3) formal and informal community
leaders. These groups have different roles and functions and the content and the
methodology of their training would therefore be different. The training of government
officials should be aimed at reorienting them to support local communities and enhance their
human relations skills to work effectively with the poor communities. The managers from
the other two groups need to be trained in processes of planning, implementing, monitoring,
and evaluating upgrading projects and other self-help approaches.

Much more needs to be known about the extent to which development projects are
sustained in developing countries, the factors that affect sustainability, and about actions at
the national and international level needed to sustain projects. Indeed, sustainability of
development projects provides a rich and policy-relevant agenda through which
development scholars, policy analysts and practitioners can contribute to the task of refining



Policy Implications of Sustainability 89

and improving the process of project design, implementation and evaluation. There are
several areas in which additional research is needed:

* Relevance and adequacy of the indicators commonly used to assess project
sustainability.

* Factors that affect sustainability of different types of projects.

* Relationships between the project cycle and project sustainability.
* Roles of donor agencies in project sustainability.
* Types of decentralization programs that facilitate project sustainability.
* Institutional development for project sustainability.
* Relationship between project sustainability and sustainable development.
* Roles of local governments in project sustainability.
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IMPLICATIONS OF SUSTAINABILITY

FOR PROJECT DESIGN AND IMPLEMENTATION

Broadening the Scope of Project Preparation and Analysis
Project and program sustainability are significantly affected by a number of factors which

often receive only limited attention in project identication, analysis, and design. In order to
maximize the likelihood of projects continuing to deliver their intended benefits throughout
their economic lifetime, the following factors must be carefully assessed during project
analysis:

* The opinions of intended beneficiaries about the proposed objectives, scope,
implementation and proposed benefits of the project. It is essential to determine the
opinion of intended beneficiaries about the objectives, scope, and implementation
methods of the proposed project. It is also important to assess opinions about the
proposed services and benefits. Many projects have suffered from a lack of interest on
the part of intended beneficiaries who attached a low priority to the proposed
services or who did not perceive that the services would produce the kinds of impacts
assumed by project planners. For example many communities do not attach a high
priority to pure drinking water as they do not perceive the linkage between this and
improved community health. In other cases small businesses may not wish to apply for
loans, either because they do not see opportunities to expand their businesses or because
they prefer to borrow from other sources.1

* The willingness of beneficiaries to accept the demands on their financial resources,
time and labor which are proposed in the project design. Many projects assume, often
without consultation, that beneficiaries will be willing to pay service charges or to
assume major responsibility for project maintenance. It is essential to analyze the
willingness of beneficiaries to make these commitments. This involves not merely
asking them about their willingness but also reviewing the experience of previous
projects. If previous projects have been unable to recover costs, then project planners
should be extremely cautious in assuming that this project will be more successful. The
analysis should also identify the likely constraints on cost recovery and beneficiary
participation in maintenance.

* Projects must be designed to be sustainable within the prevailing local social, economic,
and political context. The project must also develop necessary linkages to policy
makers and administrators at the local, regional and national levels. A stakeholder
analysis should be conducted to assess which groups support and which oppose the
project, which groups are likely to benefit and which may be excluded. It is also
important to understand how the project will be viewed by political, economic and
cultural organizations at the local, regional, and national levels. Planners must also
understand how well the proposed methods of project implementation respond to
traditional cultural patterns. Cernea (1985) and Salmen (1987) have clearly
documented the problems which arise when this kind of social analysis is not
conducted during project preparation.
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* Assessment of the institutional arrangements for project operation in terms of their
potential for sustaining the project. Some of the issues to be considered include: do the
proposed agencies have the necessary technical capacity and staff resources; will the
agencies have the necessary financial resources and the authority to raise addition
resources (for example through taxation or service charges) if required; and will the
agencies be able to work with all sectors of the target population?

* Identification of the major stakeholders and evaluation of their likely role in ensuring
project sustainability.

* Assessing whether the proposed technologies are appropriate. The appraisal studies
should assess whether the proposed technology is appropriate for the intended target
groups in terms of the level of sophistication and its cultural acceptability. It is also
essential to ensure that the equipment can be maintained. This involves both ensuring
that replacerment parts can be obtained, but also that there is agreement on who should
be responsible for maintenance, that responsible people have been trained, and that
appropriate logistical and administrative arrangements have been made.2

* More thorough or realistic assessments may be required of the financial viability of
the maintenance procedures. A common problem is that funds assigned for maintenance
were either inadequate (due often to inflation or unrealistic estimates), or that funds
were used for other purposes (most commonly for paying salaries). In other cases the
assumptions about the availability of counterpart funds from national or local
government agencies were unrealistic or the assumptions about financial contributions
from beneficiaries were too optimistic. In many cases the experience available from
earlier projects could have been used to make more realistic estimates.

* Assessing the ecological sustainability of the project. Chapter 1 showed that ecologists
have a very different and much broader approach to project sustainability
(conservation of the resource base) than do most economists and development agencies.
Much greater attention should be paid to these factors during project appraisal.

Selection of the Agencies Responsible for Project Implementation
and Operation

A concern for project sustainability may affect the choice of implementing agencies and
the institutional arrangements for the implementation and operational phases of the project.
Projects are frequently designed to ensure successful implementation with little attention
being given to long-term institutional arrangements to ensure successful operation. A common
practice is to create a special project implementation unit which operates outside normal
ministerial and government constraints. Often this unit is authorized to pay higher salaries
in order to attract high-caliber staff, it may also have better administrative support
facilities and it may be exempt from many import restrictions. Usually this special project
implementation unit is disbanded once the implementation phase is completed, and in many
cases discussions on organizational arrangements for project operation do not even begin until
implementation is nearly completed. Under these circumstances it is inevitable that the
transition to the operational phase will be fraught with problems, not the least of which is
a lack of adequate financial and staff resources.

If projects are designed to be sustainable, this will often affect decisions as to the
institutional arrangements for both the implementation and the operational phases. The
concept of a special project implementation unit will be much more critically assessed, and it
may be decided that it is better for the project to be implemented through the normal
organizational structure of the organizations, which will be responsible for its subsequent
implementation.
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Improving Interagency Coordination

Project sustainability frequently requires the active support of several agencies in
addition to that of the lead agency. Some of these agencies may only be lukewarm
supporters of the project (sometimes due to their resentment at not having been appointed
lead agency). A common problem during the operational phase is that necessary support is
not provided by some of these agencies, and the operational capacity of the project is
reduced. For example, many urban housing projects have suffered from the unwillingness of
other agencies to provide supporting services such as water, electricity, health services, or
public transport. In other cases the lack of effective coordination mechanisms leads to
substantial delays even if there is no active opposition to the project.

The project design must assess the likely attitude of each key organization and must
propose coordination mechanisms to maximize the support of these agencies and to ensure
smooth operation. This involves much more than the token indication of support, such as a
letter from each agency, which is often obtained.

Strengthening the Role of Community Organizations
Project sustainability will frequently require an active involvement of local and

community organizations at all stages of project planning, implementation, and operations.
This may require a radical departure from traditional methods of project design and
management. Conventional approaches to project design and implementation often minimize
the involvement of beneficiaries to avoid tiresome delays and to ensure that projects can be
approved according to the timetable and administrative requirements of donors and that
they are implemented according to a technically determined timetable and budget.

The results of the virtual exclusion of beneficiaries often only becomes apparent during
the operational phase when beneficiaries prove unwilling to pay for services or when they
refuse to cooperate in project maintenance.

The active involvement of beneficiaries in project design, implementation, and
management frequently requires a radical change in all stages of the project. It means that
the project is no longer planned and controlled from the top down with the result that the
original project design may suffer some significant modications during the process of
consultation and negotiation with beneficiaries. While many agencies remain reluctant to
involve beneficiaries actively, in recent years there have been an increasing number of
government agencies who actively promote beneficiary participation, and there is increasing
evidence of the positive results for project sustainability. In Indonesia, for example,
beneficiaries are automatically involved in the planning, implementation, and maintenance
of all minor irrigation projects (Dilts et al., 1990) and there is an even more active
beneficiary participation in all urban development programs (Silas, 1988). Beneficiary
participation also plays a major role in irrigation projects in the Philippines, Nepal, and Sri
Lanka (Uphoff, 1989), among other countries.

Project Monitoring and Evaluation
The achievement of sustainable projects requires constant supervision and mechanisms to

detect and correct problems which affect, or potentially could affect, the long-term
sustainability of the project. It is essential to provide constant feedback to management
throughout the implementation and operation phases on the internal performance of a project
and its interaction with its environment. This feedback is achieved through building into
the project an ongoing system of monitoring and evaluation.

While most projects have a system to monitor implementation, much less attention is paid
to how well a project operates once implementation is completed. An effective system to
monitor and evaluate project implementation must include the following components-most of
which are not to be found in normal project monitoring and evaluation systems:
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* Incorporation of social and institutional factors into project appraisal procedures.
* Monitoring the degree of community involvement in different aspects of project

implementation.
* Evaluating the developrnent of community organizations during project implementation

and operations.
* Analysis of the accessibility of project services and benefits to different subgroups.
* Assessment of the adequacy of financial and organizational arrangements for proejct

maintenance.
* Evaluation of the impacts of the project on different groups.

* Continual rnonitoring of the attitudes of all key stakeholder groups to the project and
of the negative and positive impacts of their actions on the project.

Sustainability monitoring and evaluation will often require different institutional
arrangements from those used to monitor project implementation. The implementation
monitoring unit is normally located in the project implementation office with the result that
the studies will often be terminated when the project implementation unit is disbanded at
the completion of the implementation phase. Sustainability monitoring requires an
organizational structure which can continue to operate throughout the life of the project. In
the case of donor funded projects the may require different administrative and financial
arrangements to permit the studies to continue after the project loan has been closed.

There is an important distinction between sustainability monitoring whereby the
operating ministry or agency is required to produce regular sustainability monitoring reports
as a standard component of project management, and sustainability evaluation whereby ad
hoc sustainability evaluations are conducted by an outside agency (national or donor). These
latter are tend to be used more for general review purposes than for aid project management.
The following are some of the procedures which can be used:

* During project implementation the initial sustainability studies can be conducted by
the project monitoring unit under the project implementation unit. Once the
operation phase begins, responsibility for the studies would probably pass to a
central M&E unit in the line ministry.

* Sustainability monitoring and evaluation studies can be conducted periodically by
consultants.

* Periodic sustainability studies may be conducted or funded by donor agencies (OED,
1986).

* A central government agency, such as the Planning Commission, may conduct
periodic studies.

Sustainability assessment also requires a much broader range of research techniques than
traditional implementation monitoring. Much more extensive use must be made of qualitative
methods such as participant observation, direct observational techniques, case studies,
analysis of communication networks and information flows, and unstructured interviews with
key informants. The studies focus much more on process than on quantitative indicators of
physical progress.
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Notes
1. A number of small business credit programs have been surprised to find many businessmen
preferring to continue borrowing from the local moneylender at higher rates than those
offered by the project. In some cases this is due to fear of reprisals, in other cases to the need
to maintain access to the credit for nonbusiness purposes (particularly family emergencies)
which the moneylender can provide.
2. Typical problems include the fact that replacement parts have to be obtained from a
distant central location so that considerable time may be required to collect the parts. In
other cases the administrative arrangements for requesting and obtaining parts may be
complex or time-consuming.

3. The report by Ahmed and Bamberger (1989) on the organization of monitoring and
evaluation in South Asia documents that all countries of the subcontinent have very
extensive systems to monitor physical and financial progress of implementation, but that no
country has a system for continuing to monitor the operational phase of projects nor to assess
impacts and sustainability.
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Annex
CHECKLIST FOR THE ASSESSMENT OF PROJECT

SUSTAINABILITY

The Need for an Index of Project Sustainability
In Chapter 1 a set of indicators (reproduced as Table A.1 in this annex) were proposed for

assessing the sustainability of a project. Four sets of indicators, each comprising five
separate indicators, were proposed to assess (A) the continued delivery of services and
benefits, (B) the maintenance of physical infrastructure, (C) the long-term institutional
capacity of the agencies responsible for project operation, and (D) the level of political
support for the project.

These indicators can be used to assess most kinds of projects in agriculture and rural
development; urban development; population, health and nutrition; and education. The list
may require some slight modifications to adjust to the characteristics of particular sectors.
More significant modifications will usually be required for assessing the sustainability of
industrial and employment generation projects.

Where the sustainability of a single project is to be assessed at one point in time (for
example, five years after it has begun to operate), Table A.1 can serve as a checklist to
ensure that no major aspects of sustainability have been overlooked. The assessment report
may be organized around the four main sets of indicators given in this table (see Chapters 3,
4, and 5 for examples of how the indicators are applied). There are, however, a number of
circumstances in which it is necessary to conduct a comparative study:

* To compare the sustainability of a project at different points in time (have the
prospects for the long-term sustainability of the project changed since the previous
assessment?).

- To compare the sustainability of different components of the project (how do the
prospects for sustainability of the minor irrigation works compare with those of the
rural roads, or are there differences between the sustainability of the project in
different geographical regions?).

* To compare the sustainability of a number of similar projects.
* To compare the sustainability of different kinds of projects (how does sustainability

vary for irrigation, agricultural credit, and primary education projects?).

Using the Sustainability Index
As the number of projects increases it becomes very difficult to compare them simply by

reading the descriptive reports on each project. Under these circumstances it is often
necessary to construct a scale or set of indices on which the projects can be compared. Table
A.2 shows how the 20 indicators given in Table A.1 can be converted into a simple
"Sustainability Index." A five-point rating scale (1 = "Very Poor," 2 = "Poor," 3 = "Average,"
4 = "Good," and 5 = "Very Good") is used to rate the degree of sustainability of each
indicator. The ratings for each item are added to calculate a sustainability score for each
component and a total score for the project.
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Table A.1 Indicators of Project Sustainability

A. Continued Delivery of Services and Production of Benefits

A-1 Comparison of actual and intended benefits and services and their stability over
time

A-2 Efficiency of service delivery

A-3 Quality of services (benefits)

A4 Satisfaction of beneficiaries

A-5 Distribution of benefits among different economic and social groups

B. Maintenance of Physical Infrastructure

B-1 Condition of physical infrastructure

B-2 Condition of plant and equipment

B-3 Adequacy of maintenance procedures and resources

B-4 Efficiency of cost-recovery and adequacy of operating budget

B-5 Beneficiary involvement in maintenance procedures

C. Long-Term Institutional Capacity

C-i Technical capacity and appropriate mandate of the principal operating agencies

C-2 Stability of staff and budget of operating agencies

C-3 Adequacy of interagency coordination

C4 Adequacy of coordination with community organizations and beneficiaries

C-5 Flexibility and capacity to adapt the project design and operation to changing
circumstances

D. Support from Key Stakeholders

D-1 Strength and stability of support from international agencies

D-2 Strength and stability of support from the national government

D-3 Strength and stability of support from provincial and local government afencies

D-4 Strength and stability of support at the community level

D-5 Extent to which the project has been able to build a broad base of support and to
avoid becoming politically controversial
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Table A.2 The Sustainability Index

1 2 3 4 5

A. Coninued Deliey of Services and Benefits

A-1 Volume/stability of actual and Intended benefits

A-2 Efficiency of service delivery

A-3 Quality of services/benefits

A-4 Satisfaction of beneficiaries

A-5 Distribution of benefits among economic and social groups _ _ _ _ 

Subtotal

B. Maintenance ofPhysical Infrastructure

B-I Condition of physical infrastructure

B-2 Condition of plant and equipment

B-3 Adequacy of maintenance procedures

B4 Efficiency of cost recovery and adequacy of operating budget

B-5 Beneficiary involvement In maintenance procedures

Subtotal

C Long-Term Institutional pacdty

C-I Capacity and mandate of the principal operating agencies l - -l l

C-2 Stability of staff and budget of operational agency | - ---

C-3 Adequacy of interagency coordination

C-4 Adequacy of coordination with community organizations and beneficiaries

C-5 fexibility and capacity to adapt project design and
operation to changing circumstances

Subtotal

D. Political Support

D-1 Strength and stability of support from international agencies

D2 Strength and stability of support from the national government

D.3 Strength and stability of support from provincial and local govemnent agencies

D-4 Strength and stability of support at the community level

D-5 Extent towhich theproject has been able tobuild a broad base
of support and to avoid becoming politically controversial

Subtota

CODE: 1= VERY POOR; 2=POOR; UAVERAGE; 4=GOOD; 5=VERY GOOD
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The maximum and minimum scores for each component are shown:

Minimum Maximum

Continued delivery of services or benefits 5 25
Maintenance of physical infrastructure 5 25
Long-term institutional capacity 5 25
Political support 5 25

Total 20 100

The example of the Bangladesh Integrated Rural Development Project, described in
Chapter 3, will be used to illustrate how the checklist might be used (see Table 3.3 in
Chapter 3). The project had three main components: minor irrigation, rural works, and thana
(local authority) facilities. While a complete assessment would examine each of these three
components individually for the purpose of the present example, only the rural works
component (rural roads and the excavation of fish ponds) is considered with respect to the
assessment of CompFonent A (continued delivery of services and benefits). It should also be
emphasized that this example is only intended to be illustrative and should not be
considered a comprehensive evaluation of the project.

Component A: Continued Delivery of Services and Production of Benefits:

With respect to the volume of services and stability over time (A-1), while most of the
roads and drainage and 70 percent of the fish ponds were completed, there was a serious
deterioration and underutilization of roads due to poor location and the effectiveness of the
fish ponds declined rapidly due to poor excavation. Consequently the overall rating would
probably be 2 ("poor") or 3 ("average"). A rating of 2.5 has been assigned. The efficiency of
service delivery (A-2) would be rated 1 ("very poor") or 2 ("poor") as much of the
construction work was unsupervised due to coordination problems and changes in the
organizational structure of local government, and the quality of materials and work was
poor. The monitoring and cost-control procedures also seem to have been lax. A rating of 1.5
has been assigned. VVith respect to quality of services (A-3), the rural works would probably
be ranked as 2 ("poor"), since roads deteriorated rapidly and many fish ponds were not very
productive due to poor excavation. Information was not collected systematically on
beneficiary satisfaction (A-4), but informal observations would indicate a very varied
reaction, reflecting in part the differences in accessibility of services in different areas. An
average rating would probably be around 3. With respect to the accessibility of services to
intended low-income groups (A-5), the rating would be 2 or 3 as fish ponds were largely
controlled by larger landowners, even though rural roads benefitted a broader group. A
rating of 2.5 has been given.

Component B: Maintenance of Physical Infrastructure

The condition of physical infrastructure (B-1) had seriously deteriorated for roads and
fish ponds and would probably be rated 1 or 2 (1.5 given). The condition of plant and
equipment (B-2) has suffered similar deterioration and would also receive a ranking of 1 or 2
(1.5 given). Due to lack of finance and to local government reorganization, there were no
regular maintenance procedures (B-3) and this would also receive a rating of 1 or 2 (1.5
given); a similar situation occurred with respect to cost-recovery and operating budget (B-4)
which was also rated 1.5. The situation with respect to beneficiary involvement in
maintenance (B-5) was more variable as there was significant involvement in cases where all
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farmers had access to water and other benefits, but very little involvement in cases where
benefits were monopolized by larger farmers. A rating of 2.5 was given.

Component C: Long-Term Institutional Capacity

Due to a restructuring of local government the capacity and mandate of the principal
operating agencies, (C-1) was seriously weakened. A central institutional objective was the
creation of a two-tier cooperative program. The weaknesses of the cooperatives is described
in detail in Chapter 3. There was, however, significant variation between upazilas so the
rating would probably be 2 or 3 (2.5 given). Stability of staff and budget of operating
agencies (C-2) was significantly weakened by the above changes and budgetary constraints
and was rated 2.5. Interagency coordination (C-3) also suffered from the changing
organizational structures and was rated 2.5. There were considerable variations in
Coordination with community organizations and beneficiaries (C-4) and this was rated 3.
Flexibility and capacity to adapt (C-5) was quite weak in the short term but over the longer
term it has proved possible to develop a Second Integrated Rural Development Project,
which includes many significant design changes as a result of the experience of the first
project. The overall rating would probably be either 3 or 4, depending on the relative
weights assigned to the short- and long-term flexibility (3.5 given).

Component D: Political Support

The project concept continues to receive strong support from international agencies (D-1) as
is evidenced by the approval of a number of subsequent projects. The rating would probably
be 4. The strength of support from the national government (D-2) has varied over time and
with differences of opinion between agencies, but has on the whole remained quite strong.
This was rated 3.5. Support from provincial and local government (D-3) has been affected by
the major reorganization of local government and a closer assessment would be required.
Consequently an average rating of 3 is given. The strength and stability of community
support (D-4) has varied considerably but in many cases has been relatively low due to the
limited access to project benefits. A rating of 2.5 was given. Given the complex and
potentially controversial nature of the project it has been quite successful in building a broad
base of support and avoiding becoming politically controversial (D-5) and was rated 3.5.

The ratings, summarized in Table A.3, give a total score of 50.5 points out of a possible
100. It should be stressed again that this is simply an example and should not be considered
a rigorous evaluation of the project.

Data Collection

The following kinds of data collection methods will normally be required to obtain the
information required for the index:

* Nonreactive observation: the condition of physical infrastructure.
* Rapid sample surveys: who uses project services, attitudes to different features of the

project and its organization, etc.

* Reactive observation: attending meetings or work groups to observe how they are
organized.

* Review of secondary data: project records on maintenance procedures and costs; cost-
recovery.

* Review of project files: reports on meetings, correspondence with other organizations.
* Interviews with key informants (project staff, community leaders, etc.).
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Table A.3 Applicaition of the Sustainability Index to the Rural Works Component of the
Bangladesh Integrated Rural Development Project

A. Continued Delivery of Services and Production of Benefits Rating

A-1 Comparison of actual and intended benefits and
services and their stability over time 2.5

A-2 Efficiency of service delivery 1.5
A-3 Quality of services (benefits) 2
A4 Satisfaction of beneficiaries 3
A-5 Distribution of benefits among different economic

and social groups 2.5

Subtotal 11.5

B. Maintenance and Physical Infrastructure

B-1 Condition of physical infrastructure 1.5
B-2 Condition of plant and equipment 15
B-3 Adequacy of maintenance procedures and resources 1.5
B-4 Efficiency of cost-recovery and adequacy of

operating budget 1.5
B-5 Beneficiary involvement in maintenance procedures 2.5

Subtotal 8.5

C. Long-Term Institutional Capacity

C-1 Technical capacity and appropriate mandate of the
principal operating agencies 2.5

C-2 Stability of staff and budget of operating agencies 2.5
C-3 Adequacy of interagency coordination 2.5
C-4 Adequacy of coordination with community organizations

and beneficiaries 3
C-5 Flexibility and capacity to adapt the project design

and operation to changing circumstances 3.5

Subtotal 14

D. Support from Key Stakeholders

D-1 Strength and stability of support from
international agencies 4

D-2 Strength and stability of support from the
national government 3.5

D-3 Strength and stability of support from provincial
and local government agencies 3

D-4 Strength and stability of community level support 2.5
D-5 Has project built a broad base of support and

avoided becoming politically controversial? 35
Subtotal 16.5

Final total: 50.5 out of 100 possible
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* Interviews with people involved at earlier stages of the project: how were
sustainability issues addressed during project planning and implementation.

Improving the Objectivity and Reliability of the Index
The use of the index requires the members of the team conducting the assessment to make

judgments as to how the project should be rated on each indicator. If there is too great a
degree of subjectivity in the assessments, this will seriously undermine the validity of index.
The degree of subjectivity can be reduced in the following ways:

* Written guidelines should be prepared on how each of the indicators is to be
interpreted. Specific examples should be given of how to decide which score to give. In
some cases quantitative guidelines can be given. For example, where large numbers of
units such as wells, pumps etc are being provided the guidelines could indicate the
percentage of units installed, or continuing to operate, which would merit a rating of 1,
2, 3, 4, and 5 on indicators A-1 and A-2 respectively. In some cases it is possible to
include photographs or drawings to illustrate how the physical condition of roads,
buildings, and irrigation channels should be rated.

* The index and guidelines should be tested on a sample of people familiar with the
project to ensure the instructions are unambiguous and precise. The item-testing
procedures are similar to those used for the development of attitude scales.

- The index should be applied independently by a number of different people. Their
ratings on each indicator should be compared and if there are major discrepancies
between them, the validity of the results should be reassessed.

- Each judge should prepare a written report giving his or her assessment of each
component and explaining how the ratings were made.

Scoring and Interpreting the Results
Following are some of the ways in which the scores can be interpreted and used:

* Individual projects can be compared over time by

- Comparing the score on individual indicators (for example the quality of
services).

- Comparing the total score on sets of indicators (for example the total for the five
indicators of continued service delivery, or the five indicators of the maintenance
of physical infrastructure).

- Comparing performance on each of the four sets of indicators to determine which
are the strong and weak components.

* Similar projects can be compared over time by

- Comparing scores on individual indicators to identify projects which are
performing well or badly.

- Comparing total scores on each set of indicators to identify individual projects
which are performning well or badly.

- Computing average scores for indicators, sets of indicators, and changes in scores
over time, to assess

* Which components face the most difficulties?
* Are there components which tend to improve or deteriorate over time?
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Different kinds of projects can be compared to identify general patterns and to assess
which elements are most difficult to sustain.

Potential Problems in Using and Interpreting the Sustainability Index

While the "Sustainability Index" is a potentially useful tool for comparing projects and
for identifying the strong and weak elements of their long-term sustainability potential,
there are a number of methodological issues which must be taken into consideration. First, is
the issue of the reliability of the measures. The ratings are based on personal judgments and
the scale can only be used if there is a high degree of uniformity in how the ratings are
applied by different people.

A second issue is the number of indicators to be included in each component. Altering the
number of indicators included in a particular component could change the weight of that
component in the total project score. The number of indicators is partly determined by the
priority of each component, and partly by the complexity of measurement. The effect of the
number of indicators on the weight of each component in the final score can be resolved in
two ways: either by treating each component separately and not computing a total for the
project, or by assigning weights to each component in the total score. For example, if the
continued delivery of services was given a very high priority, this could be given a weight
of 50 percent (or some other appropriate figure) in the final score-irrespective of the number
of indicators included in this, and the other components. The choice of weights will
obviously affect the final score-and should be decided with care. One approach is to
conduct a "sensitivity analysis" to show the effect of using different weights on the total
score.

A third issue relates to the validity of the scores. What does it mean to say that a
project was given a score of 62 on the sustainability index? Should this be considered high or
low, and how does it relate to the ability of the project to achieve its long-term objectives?
In order to respond to this question, it is necessary to develop an acceptable reference or
criterion against which the index score can be compared. Once the index has been applied to
a number of projects it becomes possible to compare a particular project with scores obtained
on other similar projects. One way to assess the validity of the index is to compare the
scores on the different indicators with the performance of the project at some future point in
time. For example, a multivariate analysis could be conducted with an indicator of project
performance (rice production, volume of irrigated water, rental or sale value of project houses
etc.) as the dependent variable and scores on the sustainability components as the
independent variables. This procedure would identify the components with a statistically
significant predictive value and would also indicate the relative impacts of each component.
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Notes

1. For many kinds of industrial and economic projects it will be necessary to include a fifth
module titled "Economic Performance." Depending on the kind of enterprise, the module may
include indicators such as profitability, stability or increase of market share, stability of
sources of supply of key materials and equipment, and diversification of product range. One
or more financial indicators may also be required.

2. In subsequent EDI seminars on project sustainability held in Viet Nam and Jordan, the
index was applied by 25-30 people and mean scores and deviations were computed. A high
degree of consensus was obtained on most of the items, but there was considerable
disagreement on several items between the persons applying the index. If the index were
being used to evaluate the project, these items would normally be either redefined or
eliminated.
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