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Report NumberReport NumberReport NumberReport Number ::::    ICRRICRRICRRICRR11873118731187311873

1. Project Data: Date PostedDate PostedDate PostedDate Posted ::::    08/24/2004

PROJ IDPROJ IDPROJ IDPROJ ID :::: P006436 AppraisalAppraisalAppraisalAppraisal ActualActualActualActual

Project NameProject NameProject NameProject Name :::: Ceará Urban Development 
& Water Resource

Project CostsProject CostsProject CostsProject Costs     
((((US$MUS$MUS$MUS$M))))

240.0 232.7

CountryCountryCountryCountry :::: Brazil LoanLoanLoanLoan////CreditCreditCreditCredit     ((((US$MUS$MUS$MUS$M)))) 140.0 136.2

SectorSectorSectorSector ((((ssss):):):): Board: UD - Water supply 
(57%), General water 
sanitation and flood 
protection sec (26%), 
Sub-national government 
administration (9%), 
Sewerage (7%), Vocational 
training (1%)

CofinancingCofinancingCofinancingCofinancing     
((((US$MUS$MUS$MUS$M))))

LLLL////C NumberC NumberC NumberC Number :::: L3789

Board ApprovalBoard ApprovalBoard ApprovalBoard Approval     
((((FYFYFYFY))))

94

Partners involvedPartners involvedPartners involvedPartners involved :::: Closing DateClosing DateClosing DateClosing Date 03/31/2000 12/31/2003

Prepared byPrepared byPrepared byPrepared by :::: Reviewed byReviewed byReviewed byReviewed by :::: Group ManagerGroup ManagerGroup ManagerGroup Manager :::: GroupGroupGroupGroup::::

Roy Gilbert Denise A. Vaillancourt Alain A. Barbu OEDST

2. Project Objectives and Components
    aaaa....    ObjectivesObjectivesObjectivesObjectives
 a) To strengthen the financial management and institutional capacity of Cear á's municipalities and water resources 
management agencies.
b) To improve living conditions in very poor neighborhoods in selected cities in Cear á.
c) To increase the efficiency of water use in Cear á.
d) To provide a reliable, economic and safe water supply to targeted urban communities in critical need in Cear á.
    bbbb....    ComponentsComponentsComponentsComponents
    (i) Institutional Development (appraisal cost - US$25.5 m.; actual cost - US$36.7 m.) - the provision of consultant  
services for technical assistance, training and studies as well as information technology .
(ii) Urban Infrastructure (appraisal cost - US$101.5 m.; actual cost - US$82.3 m.) - urban upgrading (in support of 
Ceará's existing Habitar program to introduce low-cost sanitation, drainage, street paving and lighting to low income  
families in small and medium-sized cities. Also installation of 120,000 water meters and other water conservation  
measures by Ceará State water company (CAGECE) in municipalities beyond the metropolitan region of the capital  
Fortaleza.
(iii) Water Resources Management (WRM) Infrastructure (appraisal cost - US$109.3 m.; actual cost - US$110.4 m.) - 
25-30 earthen dams to create water storage reservoirs,  10 water conveyance systems from existing reservoirs, and  
rehabilitation of existing reservoirs .
(iv) Pilot Projects (appraisal cost - US$3.7 million; actual cost - US$3.3 m.) - support to Ceará's State's Aprender, 
Brincar, Crescer program providing vocational educational for children and young adults of low -income families, and 
support to decentralized water management and establishment of water markets in  Araras Norte agricultural district. 
- component (ii) was revised in 1997 to extend services to Fortaleza and to include larger scale urban structural  
works.
- component (iii) was also revised in 1997 to include the works for the transposition of the Jaguaribe and Icapui river  
basins, that, however, were never completed .
    cccc....    Comments on Project Cost, Financing and DatesComments on Project Cost, Financing and DatesComments on Project Cost, Financing and DatesComments on Project Cost, Financing and Dates
    Final costs were close to those estimated at appraisal, as was amount financed through the Bank loan . The SAR 
reported expected counterpart funding as follows : State - US$74.5m.; Municipalities - US$10.0m.; Implementing 
Agencies: US$15.5m. The ICR reports actual counterpart funding only from the State  - US$96.5m. While the actual 
total of counterpart funding is close to the total expected at appraisal, it appears from the ICR that expected  
contributions by municipalities and implementing agencies were not forthcoming and that the State government had  
to foot the entire bill by itself  (albeit with the help of a line of credit from Brazil's National Economic and Social  
Development Bank (BNDES). The Borrower ICR refers to a "small contribution" made by municipalities by way of 
cash, land and a number of expropriated properties . Loan closing was extended for three years, even though  87% of 
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the total loan amount had been disbursed by the original March  2000 closing date. The ICR does not explain the 
reasons for the long overrun.

3. Achievement of Relevant Objectives:
a)--strengthening financial management and institutional capacity --was achievedachievedachievedachieved ....    But Impacts upon municipalities 
have yet to be consolidated. Most project emphasis was upon physical objectives, especially following the transfer of  
project responsibilities to the State Secretariat of Infrastructure, that implemented most of the project . Follow-up of 
institutional progress of municipalities by both the Bank and the Borrower was inadequate . Nevertheless, the ICR 
informs of improvements in revenue generating capabilities and management capacities of the large majority of the  
44 municipalities assisted by the project .
b)--improving living conditions--was fully achievedfully achievedfully achievedfully achieved . More than 100,000 people in 89 different urban neighborhoods 
benefited from improved access, reduced flood risk, as well as introduction of water and sanitation services to their  
homes for the first time. 70% of beneficiaries reported improved health conditions thanks to the project . Through the 
project, the State of Ceará developed a replicable approach to low-cost housing and urban upgrading to poor families  
in small cities in the interior of the State . The inclusion of social investments --such as day-care centers--was very 
beneficial. Furthermore, the project demonstrated how self -help contributions by beneficiaries helped build social  
capital and strengthen communities . 
c)--more efficient water use--was fully achievedfully achievedfully achievedfully achieved . Through the installation of 176,000 water meters for consumers in 
cities in the interior of the State, metered connections as a share of all connections in the interior rose from  19% in 
1994 to 81% in 2004. This contributed to a reduction of unaccounted -for water in the State of Ceará as a whole from 
44% in 1994 to 27% in 2004. 
d)--providing safe, reliable water supply to the needy --was not evaluatednot evaluatednot evaluatednot evaluated  by the ICR (see Section 9 below).    

4. Significant Outcomes/Impacts:
The project helped create a broad approach to water management in the State of Cear á through the �

establishment of stakeholder committees for individual water basins .
Project investments benefited 40 localities and 400,000 people with a guaranteed supply of water .�

At completion, the water resource infrastructure component yielded an ERR of  13.2%, notwithstanding the weak �

effective demand by very poor beneficiaries .
The project benefited 12,000 young adults through the construction of  26 Street Children Centers for the �

vocational education (including art, sport and culture) of youth at risk.

5. Significant Shortcomings (including non-compliance with safeguard policies):
The institutional design of the project, particularly its complexity in the face of the weak capacity of the relatively  �

poor state of Ceará, led to delays in execution early on . It also led to an overall lack of understanding of the  
project objectives by some participating agencies and overall lack of coordination among them .
Few measures were taken to strengthen the very weak implementation capacity of the executing agency at the  �

beginning of the project.
Cumbersome and bureaucratic processes of reviewing all project contracts by Cear á State's Financial �

Programming and Public Credit Program led to delays in contracting, holding up project implementation .
Borrower confusion over project objectives after  1997 Amendment. Under a section entitled "Revised �

Objectives", the Borrower ICR reports that three new objectives were incorporated into project at that time,  
whereas the Bank ICR correctly reports that project objectives remained unchanged .

6666....    RatingsRatingsRatingsRatings :::: ICRICRICRICR OED ReviewOED ReviewOED ReviewOED Review Reason for DisagreementReason for DisagreementReason for DisagreementReason for Disagreement ////CommentsCommentsCommentsComments

OutcomeOutcomeOutcomeOutcome :::: Satisfactory Satisfactory (Although actual results from the intent of  
providing water to critical communities in  
need (viz. the poor) are not known.)

Institutional DevInstitutional DevInstitutional DevInstitutional Dev .:.:.:.: Substantial Substantial

SustainabilitySustainabilitySustainabilitySustainability :::: Likely Likely

Bank PerformanceBank PerformanceBank PerformanceBank Performance :::: Satisfactory Satisfactory (ICR rating is Highly Satisfactory in text,  
but Satisfactory on cover page.)

Borrower PerfBorrower PerfBorrower PerfBorrower Perf .:.:.:.: Satisfactory Satisfactory

Quality of ICRQuality of ICRQuality of ICRQuality of ICR :::: Satisfactory
NOTENOTENOTENOTE: ICR rating values flagged with ' * ' don't comply with OP/BP 13.55, but are listed for completeness.

7. Lessons of Broad Applicability:
Strengthening municipal management and capacity requires a well developed institutional development policy at  �

a higher level, which among other things, is supported by a well trained and technically competent staff to  
articulate the policy goals to the municipalities and adequate data and information about relative performance by  
municipalities. An internet site accessible by municipalities, could be a useful tool .
Project experience showed that, unless they are adopted in practice, criteria that determine municipalities'  �

access to project funds on condition that they improve their management become purely theoretical and wishful  



thinking.
A clearly understood Manual should guide participants to follow the correct procedures in a project like this, as  �

well as giving clear instructions for what has to be fully achieved at each stage of the procedures before  
continuing to the next. 
Decentralizing Bank supervision to the country office helped intensify the oversight of project implementation .�

The Bank's long-term commitment to and involvement with urban development assistance to the State of Cear á �

helped build borrower confidence in Bank staff and consultants . It also helps enhance Bank project supervision  
during difficult periods especially . 
Integrating two separate components --urban development and water in this case --broadens a project's scope,  �

yet is likely to make a project more complex and demanding more supervision that a single sector project . 
The development impact of water projects is greater when physical improvements go hand in hand with a well  �

articulated sector policy. 
Project experience showed that full opportunities were not taken to use proper economic evaluation techniques  �

in feasibility studies in order to determine the lowest cost /highest return alternative.
The participation of civil society, from the planning of the investment, the process of resettlement and works  �

execution, can be essential for reducing stakeholder conflicts, and for ensuring real stakeholder buy -in to a 
project.

8. Assessment Recommended?    Yes No
Why?Why?Why?Why? This would be the first Urban PPAR in Brazil for many years . Among other things, the field 

assessment could help assess the extent to which the project benefited the poor and follow up ongoing progress in  
strengthening municipalities.

9. Comments on Quality of ICR: 
Overall, this is a satisfactory ICR, candid about the shortcomings of the project and providing an adequate  
assessment of several aspects of this complex operation . There are some shortcomings, however . The ICR does not 
provide an evaluation of the achievement  (or otherwise) of the project's fourth objective, namely to provide a reliable,  
safe and economic water supply to communities in critical need  (i.e. the poor). Such an assessment--that was not 
done--would have to consider the availability, quality and price of water and the needs  (and income levels) of the 
communities affected. The ICR also does not clearly explain why project completion was delayed by three years . 
Finally, it does not accurately report, nor clearly explain the significant changes that occurred  to counterpart funding  
(where Ceará State apparently increased its contributions substantially, while implementing agencies and  
municipalities seemingly contributed very little ).


