Performance Evaluation Report

Project Number: PPE: CAM-30513/VIE-30316
Loan Numbers: 1659-CAM(SF) and 1660-VIE(SF)
December 2008

Kingdom of Cambodia and
Socialist Republic of Viet Nam:
Greater Mekong Subregion:
Phnom Penh to Ho Chi Minh City
Highway Project

Operations Evaluation Department

Asian Development Bank



KR1.00
$1.00
SDR1.00

D1.00
$1.00
SDR1.00

ADB
AADT
CBTA
GDP
GMS
EA
EFRP
EIRR
HCMC
HDM-4
IRI

km

MOT
MPWT
MSEZ
NH
OED
OEM
PCR
PMU
PMU-MT
PPER
RED
RN
SEZ
TA
VOC
vpd

CURRENCY EQUIVALENTS

Cambodia
Currency Unit — riel (KR)

Appraisal Project Completion Operations Evaluation
(11 November 1998) (13 November 2006) (30 April 2008)

$0.00026 $0.00023 $0.00025

KR3.700.00 KR4,286.30 KR3,961.00

$1.346 $1.490 $1.62554

Viet Nam
Currency Unit — dong (D)

Appraisal Project Completion Operations Evaluation
(11 November 1998) (27 October 2006) (30 April 2008)

$0.00007 $0.00006 $0.00006

D13,880.00 D16,578.70 D16,122.00

$1.346 $1.485 $1.62554

ABBREVIATIONS

Asian Development Bank

annual average daily traffic
cross-border transport agreement
gross domestic product

Greater Mekong Subregion

executing agency

Emergency Flood Rehabilitation Project
economic internal rate of return

Ho Chi Minh City

Highway Design and Maintenance Model Version 4
international roughness index
kilometer

meter

Ministry of Transport

Ministry of Public Works and Transport
Manhattan Special Economic Zone
national highway

Operations Evaluation Department
Operations Evaluation Mission

project completion report

project management unit

project management unit-My Thuan
project performance evaluation report
Road Economic Decision

route national

special economic zone

technical assistance

vehicle operating cost

vehicle per day



NOTES

(i The fiscal year (FY) of the governments ends on 31 December.
(i) In this report, "$" refers to US dollars.

Key Words

regional cooperation, regional integration, gms, adb, asian development bank, greater mekong
subregion, adb gms, cambodia, viet nam, development effectiveness, roads, roads maintenance,
performance evaluation, transport, infrastructure, trade facilitation, cross-border projects,
subregional cooperation, subregional economic analysis

Director General  H. Satish Rao, Operations Evaluation Department (OED)

Director H. Hettige, Operations Evaluation Division 2, OED

Team Leader N. Singru, Evaluation Specialist, Operations Evaluation Division 2, OED

Team Members R. Lumain, Senior Evaluation Officer, Operations Evaluation Division 2,
OED
C. Roldan, Senior Operations Evaluation Assistant, Operations Evaluation
Division 2, OED

Operations Evaluation Department, PE-720




CONTENTS

Page

BASIC DATA i

EXECUTIVE SUMMARY iii
MAPS

l. INTRODUCTION 1

A. Evaluation Purpose 1

B. Expected Results 2

. DESIGN AND IMPLEMENTATION 2

A. Formulation 2

B. Rationale 3

C. Cost, Financing, and Executing Arrangements 4

D. Procurement, Construction, and Scheduling 5

E. Design Changes 6

F. Outputs 7

G. Consultants 8

H. Loan Covenants 8

l. Policy Setting 9

I, PERFORMANCE ASSESSMENT 10

A. Overall Assessment 10

B. Relevance 10

C. Effectiveness 11

D. Efficiency 15

E. Sustainability 16

V. OTHER ASSESSMENTS 18

A. Impact 18

B. Asian Development Bank, Borrower, and Executing Agency Performance 21

V. ISSUES, LESSONS, AND FOLLOW-UP ACTIONS 22

A. Issues 22

B. Lessons 23

C. Follow-Up Actions 23

The guidelines formally adopted by the Operations Evaluation Department (OED) on avoiding
conflict of interest in its independent evaluations were observed in the preparation of this report.
Although H. Satish Rao, Director General, OED, headed the East Asia Department, and
Ramesh B. Adhikari, Director of Operations Evaluation Division 1, worked for the Southeast
Asia Department, they were not involved in preparing, implementing, and supervising Greater
Mekong Subregion projects. Mr. Adhikari supervised the report up to interdepartmental review.
Jean-Francois Gautrin, Hien Thi Phuong Nguyen, and Sota Ouk were the consultants. To the
knowledge of the management of OED, there were no conflicts of interest of the persons
preparing, reviewing, or approving this report.













Map 2

| |
104°00'E 107°00'E

GREATER MEKONG SUBREGION

PHNOM PENH TO HO CHI MINH CITY HIGHWAY PROJECT
(as implemented)

Kompong Thom

Kratie

L 12030 \

Pursat

Mekong River

Kompong

Kompong Cham
g Thnal Toteung

CAMBODIA

Chon Thanh

Svay Rieng

T L. ¥ Bien Hoa |
o - 5 -—‘——
J TN & By "

Veal Renh

N\

o
Duong Dong Hon Chong

Can Tho

UI«’ach Gia
N

\\
Khanh Hung>

Gulf of Thailand

National Capital
( /" Vinh Loi ® ¢
L ° City/Town
//Quan Long ® Airport
@
L 9000'N ( Road Number 9%00'N -
@ National Highway Number
/Nam Can O Cross-Border Point
i PTOjECt RoOAd
———— Main Road
——J——  Secondary Road
0 10 20 30 40 50 100 ————+ Railway
(= —— - —— .
Kilometers ~o~—. River
------- International Boundary
Boundaries are not necessarily authoritative.
104°00'E 107°00'E
| |

GMS 08-1666b EG



L. INTRODUCTION
A. Evaluation Purpose

1. Situated in a corridor that has been important for regional communications and trade
for many centuries, the Phnom Penh to Ho Chi Minh City (HCMC) Highway Project was
planned to encourage traffic and trade flows between Cambodia and Viet Nam. Following
restoration of peaceful conditions in Cambodia in 1992 and with Viet Nam’s economic reforms
taking hold, the potential for cross-border trade has become more evident and the need for it
pressing. The potential for cross-border movements and trade was high in light of the growing
economies of the Greater Mekong Subregion (GMS). The Project was developed as part of the
GMS initiative of the Asian Development Bank (ADB) to assist the two governments in
responding to changed circumstances by (i) investing in physical infrastructure, and
(i) changing cumbersome and inefficient regulations that impede the development of cross-
border commerce and communications. In a broader context, the project road is part of a
larger system linking Bangkok (Thailand), Phnom Penh (Cambodia), and HCMC and Vung
Tau (Viet Nam) (Map 1).

2. The project evaluation was included in the 2008 work program of the Operations
Evaluation Department (OED) owing to its regional significance. As per OED’s Guidelines for
Preparing Performance Evaluation Reports (PPERs) for Public Sector Operations, projects that
have at least 3 years operational history can be selected for postevaluation.” In this case, the
Project was completed in December 2005. This allowed sufficient time for the results to be
visible. Moreover, the project completion report was based on traffic data collected by the
government agencies in 2005. This data needed to be updated independently in 2008. Finally,
in line with the OED’s Guidelines, the timing of the PPER was advanced to provide inputs for
the broader sector assistance program evaluation (SAPE) of the transport and trade facilitation
sectors of the GMS program carried out in 2008.

3. The PPER draws on a desk review of the PCR data (i.e., design and implementation,
resettlement) and related project documents. In verifying PCR findings, it updated and
enhanced the quantitative (e.g., road conditions, maintenance budget, economic rates of return)
and the qualitative PCR data (e.g., socioeconomic results, road safety). An incremental
assessment of regional impacts, in addition to individual country benefits (i.e., trade), was
pursued.” National consultants carried out field interviews and surveys (i.e., traffic survey,
border-crossing point survey, freight forwarder survey, and border community survey) to collect
primary and secondary data. A copy of the draft PPER was shared with concerned ADB
departments and those of the borrowers; their comments were incorporated and acknowledged
where relevant.

4. The draft PCR was circulated for interdepartmental comments in November 2007 and
was approved in January 2008.% It satisfactorily met the requirements of self-evaluation.* The
PCR rated the Project as a whole and its two country components “successful” using OED’s
four-category evaluation criteria.

ADB. 2006. Guidelines for Preparing Performance Evaluation Reports for Public Sector Operations. Manila.

While the PCR was completed in 2007, preparation began in 2006. The PCR is based on traffic data collected in
2005.

% ADB. 2007. Project Completion Report on the Greater Mekong Subregion: Phnom Penh to Ho Chi Minh City
Highway Project in Cambodia and Viet Nam. Manila.

The standard PCR validation report was waived because a PPER was prepared within a year of PCR circulation.



B. Expected Results

5. The stated objective of the Project was to improve the Phnom Penh—HCMC Highway
(to a standard required by domestic, subregional, and international traffic from 2002 to 2012)
by improving facilities at the border crossing and facilitating government efforts to reduce
bureaucratic and procedural constraints to cross-border trade. Designed as a regional project,
the Project has two country components (Basic Data).

6. For the Cambodia component, the expected outputs were (i) civil works for
reconstruction of 105 kilometers (km) of route national (RN) 1 (from Neak Loeung to the border
with Viet Nam at Bavet) to a double bituminous surface treatment standard with an overall width
of 11 meters (m), (ii) civil works for minor improvements to about 60 km of RN1 from Phnom
Penh to the Mekong River ferry, (iii) reconstruction and rehabilitation of several bridges in poor
condition, (iv) construction of border facilities at Bavet, and (v) consulting services for
construction supervision.

7. For the Viet Nam component, the envisaged outputs included (i) civil works for
reconstruction of 80 km to asphalt concrete standard with a carriageway of 33 m, 26 m, or 14 m
wide; one or two lanes; and paved shoulders (i.e., 22 km of national highway [NH] 1A between
Thu Duc and An Suong, and 58 km of NH22A from An Suong to the border with Cambodia at
Moc Bai); (ii) bridge reconstruction and replacement or repair of several smaller bridges;
(iii) construction of border facilities at Bavet; (iv) consulting services for construction supervision;
and (v) incremental assistance support to the project management unit (PMU).

Il. DESIGN AND IMPLEMENTATION
A. Formulation

8. This was the first GMS project to graduate from a preparatory study to a regional project.
The GMS countries gave highest priority to improving the Bangkok—Phnom Penh—-HCMC—-Vung
Tau highway corridor during the ADB-sponsored Second Conference on Subregional Economic
Cooperation in August 1993. At that time, the corridor was being improved in the three countries
through which it passes.® The road section between Phnom Penh and HCMC was the only
remaining section needing improvement.

9. Feasibility of the Project was first examined under a regional technical assistance
(TA).®A project preparatory TA was subsequently approved in 1995 to update the feasibility
study and carry out the detailed designs.” Detailed designs were prepared for the reconstruction

In Thailand, highways making up the Thai section have been, or were being, improved as part of the Government’s
highway improvement program. In Cambodia, the corridor between the border with Thailand and Phnom Penh has
been partly rehabilitated with United Nations and ADB assistance. Most of the remaining unimproved length was
being prepared then through an ADB-sponsored technical assistance (ADB. 1996. Technical Assistance to the
Kingdom of Cambodia for Transport Network Improvement. Manila [TA 2722-CAM for $600,000 approved on
19 December 1996 and TA 2722-CAM (Supplementary) for $385,000 approved on 17 March 1998]). The HCMC-
Vung Tau road section was being improved at that time with ADB assistance.

ADB. 1993. Technical Assistance for Promoting Subregional Cooperation among Cambodia, the PRC, Lao PDR,
Myanmar, Thailand, and Viet Nam—~Phase II. Manila (TA 5535-REG, for $4 million, approved on 10 June).

ADB. 1995. Technical Assistance to Cambodia and Viet Nam for the Greater Mekong Subregion Infrastructure
Improvement—Ho Chi Minh City to Phnom Penh Highway. Manila (TA 5649-REG, for $3 million, approved on
9 November).



of the project road, which mostly followed existing alignments.? The project preparatory TA
carried out a thorough evaluation of the Project including pavement analysis, environmental
impact examination, and social and resettlement impact assessment. Despite major cost
underruns on civil works, cost estimates were realistic and based on available information
(footnotes 12 and 14).

10. As the first GMS regional road project, its approach was innovative in that it engaged
two countries simultaneously, addressing cross-border and transport issues. To facilitate
passenger and commercial traffic across the border between Cambodia and Viet Nam, the
Project was designed to have the physical and nonphysical components proceed concurrently.
The design was appropriate given clear demand for improved road conditions and simplified
border procedures. While a bilateral agreement has been in place between Cambodia and Viet
Nam since 1998, the exchange of traffic rights was still a binding constraint. This is a limitation
that the two countries are hoping to address with the help of a wider cross-border transport
agreement (CBTA) within ADB’s GMS framework (para. 37).

11. On the other hand, since this was the first GMS project for which ADB provided loans to
more than one country at the same time, the ADB Board of Directors raised concerns during
approval about possible increased risks and complexity that can come from a project involving
two countries. Subsequently, several design weaknesses were identified during implementation.
Because of the considerable time needed by TA consultants to study issues relating to the
international nature of the Project and given limited TA funds, the preliminary design on which
tenders were based was inadequate for execution of the civil works. The design of most of the
road alignment and bridges was incomplete at the start of project implementation.’

B. Rationale

12. The Phnom Penh—-HCMC Highway Project was the first to be developed under the
ADB’s GMS economic cooperation program. The project rationale was and remains consistent
with ADB’s strategy for Cambodia and Viet Nam, the governments’ policies and plans, and the
GMS program. Despite the political setback in Cambodia in 1997, the Government remains
committed to achieving its objective of sustainable growth. This has been supported by ADB. In
the transport sector, ADB’s strategy placed major emphasis on the restoration of primary road
infrastructures to provide safe and economic travel to the country’s main growth centers and
border-crossing points. During project formulation, Viet Nam was implementing a transport
sector reform program to improve transport efficiency and create an institutional environment
conducive to growth. ADB supported this by according high priority to physical infrastructure
development, and policy and institutional reforms in its 1995 country operational strategy.'® The
Project was consistent with the GMS program aim to enhance connectivity and promote
competitiveness to strengthen cooperation and economic links between GMS countries.

Exceptions made in Cambodia were the 64 km of road at Ngik Ngouk, which needed to be realigned to avoid
resettlement and about 124 km at Svay Rieng, where a bypass was designed for the town.

This was recognized at the time of Board approval by including the detailed design in the civil works contracts, but
the full extent of the shortfalls in investigation and quantities did not become apparent until completion of detailed
design. The detailed design works proved time consuming. Significant time was required to carry out the surveys
and designs (up to the end of 2000) and scope of work of approved new designs increased as compared with the
bidding documents. This delayed the construction progress.

' ADB. 1995. Country Operational Strategy Study: Viet Nam. Manila.



C. Cost, Financing, and Executing Arrangements

13. Total project cost was in line with appraisal estimates (Appendix 1). The original scope
was delivered well below appraisal cost targets due to the lower than expected cost of civil
works. Loan savings were used for the extended scope and additional works in both the
Cambodia and Viet Nam components, the latter accounting for a cost overrun.

14. Cambodia Component. At appraisal, the component cost was estimated at
$50.7 million, of which $36.1 million (71%) was foreign exchange cost and $14.6 million (29%)
local currency cost (Appendix 1). ADB’s loan of $40 million, from its Special Fund resources,
was to cover the entire foreign exchange component and $3.9 million of the local currency
component.’ The Government of Cambodia was to finance $10.7 million to cover the remainder
of the local currency cost. The Ministry of Public Works and Transport (MPWT), as the
Executing Agency (EA), assigned overall responsibility for implementation to its PMU.

15. The PCR reports actual project cost at $45.3 million, 10.7% lower than the appraisal
estimate. The major reduction was realized for the civil works component (Table 1). Actual cost for
civil works was $28.36 million, 18.5% lower than the $34.8 million estimated at appraisal.
Consulting services for construction supervision and government management were higher than
the appraisal estimate, although not significantly. Meanwhile, for the extended scope, the actual
cost was $9.3 million, of which 90% was for civil works and the rest for equipment. The civil works
cost was lower because bids were significantly less than the engineers’ estimate.'?

Table 1: Estimated and Actual Costs
($ million and %)

Cambodia Viet Nam
Actual/ Actual/

Description Appraisal Actual Appraisal (%) Appraisal Actual Appraisal (%)
Asian Development Bank 40.0 38.2 95.5 100.0 90.9 90.9
Government 10.7 71 66.4 448 75.6 168.8
Total Project Cost 50.7 45.3 89.4 144.8 166.5 115.0

Base Costs 43.2 34.8 80.6 125.0 91.3 73.1

of which Civil Works 34.8 28.4 81.6 87.2 53.4 61.2
Consultant Supervision 3.0 3.5 116.7 5.8 54 93.1
Total Original Scope 50.7 35.9 70.8 144.8 93.5 64.6
Additional Works 0.0 9.3 0.0 0.0 73.0 0.0

Source: Asian Development Bank. 2008. Project Completion Report on the Greater Mekong Subregion: Phnom Penh
to Ho Chi Minh City Highway Project in Cambodia and Viet Nam. Manila.

16. Financing shares at appraisal were $40 million (79%) from ADB and $10.7 million (31%)
from the Government. Financing shares at completion were $38.15 million (84%) from ADB and
$7.1 million (16%) from the Government. As a result of the significantly lower bids for the civil
works, a reallocation of $8 million was made to the Emergency Flood Rehabilitation Project
(EFRP) for the civil works component.™

" The loan was subject to a 1% service charge per annum based on the outstanding amount of loan withdrawn and
semiannual repayments for 30 years.

12 Cost estimates by the TA consultants were considered realistic based on information available. However, the
market, which was not really structured then, proved competitive with some contractors willing to bid on a loss-
leader basis to gain a foothold.

'* ADB. 2000. Report and Recommendation of the President for a Proposed Loan to the Kingdom of Cambodia for
the Emergency Flood Rehabilitation Project and on a Proposal to Use Loan Savings. Manila (Loan 1824-CAM[SF],
for $55 million, approved on 21 December).



17. The implementation arrangements were as envisaged at appraisal. MPWT was the EA;
the PMU, headed by a project director, undertook day-to-day implementation of the component.
The same project director continued until project completion, supported by PMU staff. Two staff
from the provincial offices where the project road passes, Svay Rieng and Prey Veng, were
assigned alternately to the PMU for 6 months at a time as part of the training process.

18. Viet Nam Component. The component cost at appraisal was estimated at
$144.8 million, of which $74.6 (51.5%) was estimated to be the foreign exchange cost and
$70.2 million (49.5%) the local currency cost (Appendix 1). ADB’s loan of $100 million, from its
Special Funds resources, was to cover the entire foreign exchange component and 36.2% of
the local currency cost. The Government of Viet Nam was to provide $44.8 million to cover the
remainder of the local currency cost. Financing shares at appraisal were $100 million (69%)
from ADB and $44.8 million (31%) from the Government. Actual financing shares were
$90.9 million (55%) from ADB and $75.6 million (45%) from the Government.

19. The original scope of work was delivered well below appraisal cost targets because of
lower than expected civil works costs. This was mainly due to low bid prices of contractors
shortlisted for the component.’ Additional works were then carried out using unused loan funds.
The Project involved major resettlement costs. The actual share of land, resettlement, and
unexploded ordinance of total costs was 38.6% as compared with 21.8% estimated at appraisal.

20. Implementation arrangements were as envisaged at appraisal. The Ministry of Transport
(MOT), the component’s EA, assigned overall responsibility for implementation to the MOT vice
minister in charge of externally financed projects. It assigned day-to-day control of the
component to the PMU-My Thuan (PMU-MT), an MOT agency based in HCMC. The PMU-MT
is headed by a deputy director general who oversaw day-to-day implementation.

D. Procurement, Construction, and Scheduling
1. Cambodia Component
21. Procurement. As planned at appraisal, the civil works component was covered by a

single package using international competitive bidding procedures. Prequalification evaluation
was completed in February 1997. However, procurement was halted as a result of the civil
disturbance in mid-1997. The prequalification resumed in June 1998 and concluded in August
1998. The package for the road civil works originally included the design and construction of a
new border post. However, it was removed from the main civil works contract in October 2002
because of the slow performance of the contractors. Bids were invited under local competitive
bidding procedures for the construction of the border post. The bid was approved in January
2004. The same contractor undertook the construction of the border-post walkway roof, which
was included as a separate contract. Only four of the five contracts for the supply of equipment
for the border post were awarded.

' Cost estimates by the TA consultants were said to reflect the prices that would have been bid (and were actually
bid, unsuccessfully) by interested international contractors. The estimates were based on market prices, and
previous contracts (few in number at that time) implemented by international contractors in Viet Nam. However,
contract bidders were all MOT-owned state enterprises, who bid to government-fixed "norm" prices, which were
well below market prices. This was the practice throughout the country at the time. The objective was to keep the
overall cost of constructing basic infrastructure low. The viability of the enterprises was not a concern. Losses
incurred were made good through the national budget, in some way. While this situation no longer prevails, it was
the reason the bid prices were low.



22. Construction and Scheduling. The Cambodia component was estimated to be
implemented over 38 months from June 1999 to August 2002, including civil works for
36 months. Actual completion of the component took 74 months, from November 1999 to
December 2005. Project completion was delayed by 36 months because of requests from
MPWT for project extension. The extensions were caused by delays from (i) adverse weather
conditions, (ii) construction delays due to poor planning by the contractor, (iii) lag in relocation of
utilities and delay in finalizing the design of border-post facilities, and (iv) addition of items to the
scope of work. ADB approved three loan extensions and reallocation of funds as appropriate
(Appendix 2).

2. Viet Nam Component

23. Procurement. Procurement and implementation processes for the component were as
envisaged at appraisal. The civil works were divided into three contract packages using
international competitive bidding procedures. ADB found the bids from prequalified applicants to
be very low, compared with the original estimates. ADB asked the PMU-MT to carefully evaluate
the performance of the bidders. It submitted the evaluation report in September 1997, and ADB
subsequently approved the civil works contracts in October 1997.

24, Construction and Scheduling. The Viet Nam component was implemented in parallel
with its Cambodia counterpart. As in the case of Cambodia, actual completion of the component
took 74 months or a delay of 36 months. The loan was extended twice to 31 December 2005 at
the request of the Government. These extensions were caused by delays that were in part due
to additions to the scope of the work (Appendix 2). Major delays were attributed to (i) adverse
weather conditions, (ii) slow progress in resettlement activities including relocation of utilities,
(iiif) time consumed by preparation of detailed design and redesign, (iv) insufficient equipment of
the contractors, and (v) heavy traffic in the construction area.

E. Design Changes

25. The original project design was modified to make use of loan savings by including
additional works during implementation.”® In general, these additional works enhanced the
original project design.

26. Cambodia Component. Major departures from the original scope of work were linked to
ADB response for the natural disasters in 2000 and 2001. The interim repairs of 58 km of roads
from Neak Loeung to Phnom Penh were transferred to the EFRP because of flood damage in
2000. Likewise, rehabilitation of Trabek bridges 1 and 2 was deleted from the scope following
requests from MPWT on 27 November 2001 and 7 December 2001 to have these bridges
rehabilitated under the EFRP. Corresponding to the extension of scope of the Cambodia
component, ADB approved the use of surplus loan funds to finance the urgent rehabilitation of
RN11, which was severely damaged by floods in 2000.

"% Because of significant loan savings resulting from large differences between lowest bidder cost estimates and ADB
appraisal estimates, the Governments requested ADB for inclusion of additional works

'® RN11 was considered as a project component of the EFRP. When the EFRP was approved, ADB approved use of
loan savings and an extension of the scope of the Phnom Penh to HCMC Highway Project to cover rehabilitation of
the transport system damaged by the floods. Rigorous analysis of the economic rates of return was not feasible
and not required under the ADB Disaster and Emergency Assistance Policy (2004).



27. Viet Nam Component. Design changes involved a significant number of additional works
to capitalize on loan savings."” The total number of intersections covered by the Project increased
from the original 2 envisaged at appraisal to a total of 10 following additional works. Minor
changes in scope were undertaken as the route, physical site, or locations did not change and
hence were within the project purpose. These included construction of flyovers in four
intersections within NH1A (Thu Duc, Linh Xuan, Binh Phuoc [1.3 km] including reconstruction of
Vinh Binh Bridge, and Quang Trung); one intersection in NH22A (Cu Chi intersection); and one
flyover each at the Go Dau and Ga intersections.'® The additional flyovers were considered part of
overall efforts to relieve congestion on the urban road network and to enable the project road to
provide easy access to VVung Tau and Saigon ports. ' Other additional works involved (i) widening
the road from Cu Chi to Go Dau including Go Dau Bridge, (ii) realigning the bypass at Trang Bang
(3.9 km), (iii) upgrading provincial road 786 (11.1 km), % (iv) providing grade separation at Tan
Thoi Hiep intersection, and (v) installing median barrier walls to reduce accidents at various
locations. The additional works were incorporated through contract amendments.

F. Outputs

28. Cambodia Component. The Project completed the major outputs envisaged at approval
albeit with delays. These involve (i) reconstruction of 105 km of the existing highway from the
Mekong ferry at Neak Loeung to the Cambodia—Viet Nam border at Bavet (Map 2),
(i) construction of four new bridges and rehabilitation of six existing bridges, and (iii) construction
of new customs and immigration facilities at the border. While design changes mentioned in para.
25 were carried out to use surplus loan funds, two minor components were transferred to another
project. These include the transfer of interim repairs of the Phnom Penh—Neak Loeung section
and rehabilitation of Trabek bridges 1 and 2 to the EFRP. In line with the extension of the scope of
the Cambodia component, RN11 was selected for additional work. This involved rehabilitation of
the whole road for about 97 km of subproject RN11C under the EFRP.

29. Consulting services for supervision were implemented as envisaged. The consultants
trained the PMU staff through formal presentations and seminars. PMU staff assigned to the
consultant supervision team as counterpart staff members received on-the-job training.

30. Viet Nam Component. Physical outputs under the Viet Nam component were
implemented as planned except for delays. These include (i) improvements to 80 km of road
along NH1 and NH22A to asphalt concrete standard (Map 2), and (ii) construction of eight
bridges and rehabilitation of two bridges. Loans savings were realized after completion, and
MOT asked to use these for additional work items (i.e., construction of five flyovers and
widening of 28 km of road from 13 m to 18 m to increase safety for motorcycles) (para. 27).

31. Consulting services for supervision were as envisaged, except for extensions due to
changes in design and inclusion of additional civil works.

7 They did not represent a change in route, physical site, or location, and were fully within the project purpose and
considered a minor change in scope.

'® The Go Dau and Ga intersections are located on the Dai Han Highway (other name of urban section of the NH1A).
With respect to the Go Dau intersection, the Go Dau flyover was partly usable since only 3 out of the 4 access roads
were completed.

" The original designs included four flyovers, but these were deleted from the scope because of an expected shortfall
in foreign cost funding from ADB. As a result of the loan savings realized from the original civil works contracts and
the deletion of the four flyovers from the scope, additional items were incorporated into the civil works. The PCR
does not indicate whether the originally selected flyovers were reinstated.

2 TL786 is a provincial road that joins NH22 at Trang Bom (km 53). It is a feeder road of the project corridor.



G. Consultants

32. The supervision consultants for each country’s project component comprised an
international consultant, supported by national consultants. The supervision consultants’ work
included extensive training for the EA and national consultant staff in project and contract
management, in particular; and monitoring their respective component’s land acquisition,
resettlement, and other social impact-related activities.

33. Cambodia Component. A total of 1,114.5 person-months (164 person-months of
international consulting and 950.5 person-months of national consulting) were used, including
35.5 additional person-months for border-post supervision consultancy. This was 31% more
than the estimated 852 person-months of consulting services envisaged at appraisal, which was
based on 36 months of construction. The increase in consultant services did not result in any
increase in cost.

34. Viet Nam Component. At appraisal, a total of 1,710 person-months (260 person-
months of international and 1,450 person-months of national) of consulting services were
expected to be used. However at the contract stage, consulting services were reduced to a total
of 941 person-months. Because of extensive revisions to the design and extension of consulting
services for the additional works, actual consulting person-months totaled to 1,662.5
(358.5 person-months of international and 1,304 of national consulting). The increase in
consulting services did not result in any increase in cost.

H. Loan Covenants

35. Cambodia Component. The Government and MPWT fully complied with 7 (58%) of 12
standard loan covenants (Appendix 4). The covenants on resettlement and compensation to
project-affected people, environmental mitigation measures, and road maintenance were only
partly complied with. A full resettlement audit was carried out following complaints from some
project-affected people through a nongovernment organization.?’ This situation is only being
resolved after road completion (para. 75). Delays were incurred in complying with environmental
mitigation measures as ADB noted that consultants needed to improve these. The remedial
action plan recommended by the supervision consultant specializing in environmental issues
was subsequently carried out. A covenant to conduct tripartite coordination (Cambodia, Viet
Nam, and ADB) meetings every two or three times a year to discuss project implementation
matters was included. Although only three formal tripartite meetings were held during
implementation, several informal meetings were held under a regional TA.

36. Viet Nam Component. The Government and MOT fully complied with about 88% of
16 standard loan covenants. However, the midterm review in November 2001 noted that the
consultants needed to improve traffic control facilities during construction to improve safety.
Traffic control subsequently improved, and the consultants used improved hazard signals, traffic
signs, and safety barriers, thus reducing the number of accidents.

21 ADB. 2007. Project Completion Report on the Greater Mekong Subregion: Phnom Penh to Ho Chi Minh City
Highway Project in Cambodia and Viet Nam. Manila; and ADB Board Information Paper - ADB. 2005. Loan 1659-
CAM(SF): GMS: Phnom Penh to Ho Chi Minh City Highway Project—NGO Concerns about Resettlement.
Presented to the ADB Board on 25 July. Manila.



. Policy Setting

37. The Third GMS Conference in April 1994 accorded high precedence to the development of
priority subregional transport projects (including the East—West Economic Corridor) to encourage
traffic and trade across international borders. These include strategic roads in the national road
networks and interconnections between these national transport networks. At the same time, to
mitigate barriers to the cross-border movement of goods and people in the GMS, the six GMS
countries have signed the CBTA.?? The CBTA is a multilateral instrument for the facilitation of cross-
border transport of goods and people.”® Box 1 provides the status of the CBTA. The Joint
Committee of the CBTA, which met in Beijing on 20 March 2007, set as a target the ratification or
acceptance by all GMS countries of all the annexes and protocols of the CBTA and commencement
of the implementation of the national action plans of the CBTA by the time of the 3rd GMS Summit
in 2008. This was not achieved owing to delays in ratification of the annexes and protocols.

Box 1: Current Status of the Cross-Border Transport Agreement

0] All the countries have signed the CBTA, but ratification of the annexes and protocols is pending in
three countries.

(i) Cambodia, Lao PDR, and PRC have fully ratified the CBTA including its annexes and protocols.
The other three countries are at various stages of ratification.

(iii) Initial implementation of the CBTA started at the Lao Bao-Dansavanh, Mukdahan—Kaysone
Phomvihane, and Hekou—Lao Cai border-crossing points.

(iv) The GMS customs transit system has been adopted by all GMS countries, and the harmonized
customs transit documents have been agreed upon. Implementation at the East—West Corridor is
under way.

CBTA = Cross-Border Transport Agreement, GMS = Greater Mekong Subregion, Lao PDR = Lao People’s
Democratic Republic, PRC = People’s Republic of China.
Source: Asian Development Bank’s Southeast Asia Department.

38. The governments of Viet Nam and Cambodia became signatories to the CBTA in
November 1999 and November 2001, respectively (para. 10). At the Eighth Meeting of the GMS
Transport Forum held in Phnom Penh in August 2004, the GMS countries agreed to preempt
the ratification of the annexes and protocols by undertaking initial implementation of the CBTA
on a pilot basis at key border-crossing points, one of which is the Bavet-Moc Bai border
crossing where the project road passes.

39. Implementation of the Bilateral Road Transport Agreement between Cambodia and Viet
Nam was launched at Bavet-Moc Bai on 30 September 2006 (para. 56).* It applies to
passenger and cargo vehicles. However, up to now, a maximum of 40 vehicles per day (vpd)
from either side are allowed to cross the international border (para. 73), including passenger
buses and cargo trucks. This is a real limitation, which the two countries are trying to address.

22 Formulated under a series of ADB TA projects, the CBTA provides a practical approach to streamline regulations
and reduce nonphysical barriers over the short to medium term, and includes measures such as more efficient
inspection procedures and reciprocal traffic regulations.

% The GMS governments recognized that providing physical infrastructure is a necessary but not a sufficient
condition for increased subregional connectivity. Mitigating nonphysical barriers to cross-border movement of
goods and people is also important to increase efficiency, reduce costs, and maximize economic benefits from
improved subregional transport infrastructure.

! The establishment of bilateral transport agreements was initiated as part of efforts to accelerate implementation of
the CBTA. With full implementation of the CBTA pending, these agreements are intended to jumpstart
implementation between countries that have already agreed to the application of certain CBTA provisions and
principles between each other.
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They have reached agreement in principle to increase the maximum to 150 vpd. Yet, even after
full CBTA implementation, which could increase the number of licenses to 500 vehicles,
diversion of freight traffic and trade will depend on a reduction of net road costs, which are
currently higher than river or shipping costs. Meanwhile, complementary nonphysical
integ;/entions to improve the investment climate are being addressed under an ADB regional
TA.

1. PERFORMANCE ASSESSMENT
A. Overall Assessment

40. Overall, the Project is rated “successful.” The relevance of the Project to regional and
national development needs and to Government and ADB strategies is high. The Project
achieved the main outputs of improving the road corridor, which resulted in an increase in
traffic on the road. Project benefits met most of the intended outcomes of improved national
road transport efficiency. Growth in national traffic was faster compared with subregional traffic
due to continued restrictions on vehicle movement at the border. With full implementation of
the CBTA still pending, the expected increases in cross-border traffic have not yet been
realized. There remain several areas of improvement in the Project relating to implementation
performance, use of loan savings, missing infrastructure links and sustainability. The following
section provides more details on these issues.

41. The Project rating is based on OED’s four-category evaluation criteria of relevance,
effectiveness, efficiency, and sustainability. The weights used to aggregate individual country
components take into account their share of project cost at completion. These are 21% for the
Cambodia component and 79% for the Viet Nam component. The overall assessment is
summarized in Table 2.

Table 2: Overall Performance Assessment

Country Component

Criterion Cambodia Component Viet Nam Component Overall
Relevance (20%) 3.0 3.0 3.0
Effectiveness (30%) 20 20 20
Efficiency (30%) 20 1.0 1.2
Sustainability (20%) 1.0 2.0 1.8
Overall Rating® 2.0 1.9 1.9
Successful Successful Successful

@ Highly successful > 2.7; successful 2.7 > S > 1.6; partly successful 1.6 > PS >0.8; unsuccessful <0.8.
Source: Operations Evaluation Mission.

B. Relevance

42. The Project had regional and national importance (i.e., considered a priority by
Government economic development reports and by ADB country documents and GMS
reports). The Project was consistent with ADB’s strategy for Cambodia and Viet Nam, and
their governments’ policies and plans. It was consistent with the GMS program aim to enhance
connectivity and promote competitiveness to strengthen cooperation between Cambodia and
Viet Nam, and economic links between GMS countries. The project road is part of the Asian

%5 ADB. 2006. Technical Assistance for Implementation of the Greater Mekong Subregion Cross—Border Transport
Agreement, for $400,000 and $1,000,000 (Supplementary), approved on 6 March and 27 October, respectively.
Manila.
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Highway 1 route and the only remaining section of the strategic Bangkok—Phnom Penh—
HCMC—-Vung Tau highway corridor needing improvement at the time of approval (para. 1 and
Map 1). Despite some quality-at-entry issues due to design weaknesses (paras. 10-11), the
Project as a whole was (at loan approval) and remains “highly relevant” in terms of sector,
country, and regional demands.

43. Cambodia Component. The Cambodia component is rated “highly relevant.” The
transfer of some project components and the extended scope of the Cambodia component
were justified in the context of ADB emergency assistance to Cambodia. The extended scope,
which covers RN11, complemented the project objective of improving road transport efficiency
and safety. RN11 serves the northeast region of the country and is the road network for the
central subcorridors of GMS transport corridors.

44, Viet Nam Component. NH22 leading to Moc Bai is part of the GMS network (58 km);
while NH1A (22 km), which is part of the urban road network of HCMC, provides easy access to
Vung Tau Port or Saigon Port within the GMS context. Additional works under this component
complemented the Project’s intent by improving traffic efficiency and reducing traffic congestion.
The introduction of flyovers relieved congestion on the urban road network and helped improve
intersection safety (para. 27). Meanwhile, the addition of RN786 was within the project purpose
as the provincial road joins NH22 at km 53 and serves as a feeder road for the project corridor.
Overall, the Viet Nam component is rated “highly relevant.”

C. Effectiveness

45, The Project on the whole is rated “effective” in achieving its immediate objectives and
outputs. The Project had targeted to improve the road transport efficiency along the Phnom
Penh—HCMC Highway and to mitigate nonphysical barriers to cross border movement. Although
the Project effectively achieved the first outcome, it was less effective in achieving the second
outcome. The increase in cross border movement was dependent on the implementation of the
CBTA, which is being negotiated and implemented separately. With the implementation of the
CBTA, it is expected that the effectiveness of the second component will improve.

1. Improve Road Transport Efficiency

46. This key outcome of improving the Phnom Penh—HCMC regional road corridor was fully
achieved.

47. Cambodia Component. Overall, the Cambodia component is rated “effective.” The
Project satisfactorily delivered expected outputs for road design and pavement. Road condition
along RN1 is good except in the sections between Phnom Penh and Neak Loeung, which are
currently under construction. The average roughness index improved from 7 m per km to 2.2 m
per km at completion. The average travel time was reduced from 7 hours to 3 hours after the
project road was completed (Table 3). Average vehicle speed was estimated to have improved
to 53 km per hour at evaluation (from about 23 km per hour before). A sample perception survey
of households along RN1 indicates that a higher number of families think that quality of travel
along the road has become easier and safer although accidents have increased.?® Vehicle
operating costs (VOCs) are estimated to have decreased by about 10% as a result of the
Project.

% The survey showed that 78% of respondents said quality of travel along RN1 was easier and safer now as
compared with 55% before the Project.
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Table 3: Comparison of Travel Times on the Phnom Penh-Ho Chi Minh City Highway
and the East-West Transport Corridor

Average Travel Time Travel Time Travel Time Average Speed
Distance (hour) Savings Savings per (km/hour)

Road Section (km) Before After (hour) km (hour/km) Before After
Phnom Penh—-Bavet 158 7 3 4 0.025 22.6 52.7
Moc Bai-HCMC 80 4 2 2 0.025 20.0 40.0
Phnom Penh-HCMC 238 1 5 6 0.025 21.6 47.6
Kaysone Phomvihane—-Dansavanh 236 10-12 4 7 0.030 21.5 59.0
Dong Ha-Lao Bao 83 4 2 2 0.024 20.8 41.5
East-West Corridor 319 14-16 6 9 0.028 21.3 53.2

HCMC = Ho Chi Minh City, km = kilometer.
Source: Operations Evaluation Mission survey results.

48. Other outputs comprising cross-border facilities and rehabilitation of RN11 in Cambodia
were delivered to a satisfactory quality. An origin—destination survey conducted by the
Operations Evaluation Mission (OEM) indicates average travel time of road users along RN11
decreased by 25%-40%, ranging from 3-6 hours at the time of evaluation as compared with
4-10 hours before the road improvement. Average speeds of vehicles doubled to 50-70 km per
hour at evaluation compared with 25-35 km per hour before. A household perception survey
along RN11 indicates that more households think that quality of travel along the road has
become easier and safer, with fewer accidents.?’

49. In addition to an increase in traffic, vehicle mix changed over time. Nonmotorcycle traffic
accounted for 54.2% of total daily traffic in Bavet and 25.3% along RN1 (Appendix 5). In Bavet,
cars accounted for 37.7% of daily traffic. Buses and trucks accounted for about 16% of traffic in
Bavet and along RN1. Along RN11, nonmotorcycle traffic accounted for 19.1% of total daily
traffic, with buses and trucks accounting for 11.7%. Table 4 shows the percent increase in traffic
volumes in Cambodia and Viet Nam. Although the growth in traffic on the Cambodia side has
been in line with the PCR’s estimate, the actual vehicle operating cost savings have been lower
than the PCR’s assumptions.

Table 4: Traffic Growth

Cambodia RN1 Viet Nam NH22
Average Growth Rate per Average Growth Rate per
Iltem (%) Year 2005-2014 (%) Year 2005-2014 (%)
Growth estimated at appraisal 8.5 9.5
Growth estimated by PCR at completion 8.0 8.9
Growth estimated by PPER at postevaluation 8.8 71
NH = national highway, PCR = project completion report, PPER = project performance evaluation report, RN = route

national.
Sources: Operations Evaluation Mission estimates and ADB management system.

50. The increase in traffic volumes has been accompanied by a deterioration in road safety
along the RN1 (para. 80). A majority of the respondents to OED’s survey on RN1 perceived an
increase in the number of accidents after the project completion. This is not unique to this
Project. Road safety remains an important issue affecting the overall effectiveness of most road
projects.

7 The survey showed that 75% of respondent households said quality of travel along RN11 was easier and safer
now as compared with 50% before the Project.
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51. Despite the positive outcomes in terms of benefits from the Project road, the Cambodia
component of the project road could not operate fully as an effective and efficient regional
corridor in the absence of a bridge on the Mekong River (thereby requiring the need for ferry
service and the use of alternate routes) and the section between Phnom Penh and Mekong
River (at Neak Loeung), which was still under major rehabilitation at evaluation.?® This is
expected to change with the implementation of the CBTA and construction of the bridge (now in
progress with financing from the Japan Bank for International Cooperation). The slow growth in
establishing special economic zones (SEZs) to stimulate agriculture and industrial development
in the project areas constrains national traffic growth.

52. Viet Nam Component. The Viet Nam component is rated “effective”’. The Project
satisfactorily delivered expected outputs for road design and pavement. Other expected outputs,
like the cross-border facilities or additional works (e.g., flyovers) were all delivered to a satisfactory
quality. Road conditions along NH22 and NH1A are good. Carriageways were widened from 10.5
m (2 lanes) to 14-28 m (4—6 lanes). The average international roughness index rating improved
from about 4 m per km to 2.2 m per km at completion. Estimated travel time from Moc Bai to
HCMC was reduced from 4 hours to 2 hours after the project road was completed (Table 3).*°
Average vehicle speed improved to 40 km per hour at evaluation (from 20 km per hour before).
As in the Cambodia component, VOCs were estimated to be about 10% lower at evaluation.

53. On the Viet Nam side, national traffic grew at 15%-25% per year due to the presence of
SEZ development in the project area. Traffic growth varied between urban and rural sections. In
HCMC suburbs, traffic was already high in 1996 and dominated by motorcycles and trucks.*’
While the increase in subregional traffic is estimated at 24% during 2001-2007, it accounts only
for 7% of total traffic. Since the CBTA has yet to be implemented, the number of freight trucks
able to cross the border has been restricted. Another key constraint to increased subregional
traffic between Cambodia and Viet Nam is the absence of a Mekong River bridge (at Neak
Loeung) and poor road conditions in Cambodia (para. 51). Presently, tourist buses dominate the
border crossing.

54. As in the case of Cambodia, the Viet Nam component was marred by an increase in
traffic accidents. Although the number of accidents decreased, their severity in terms of fatalities
has gone up (para. 80).

2. Mitigate Nonphysical Barriers to Cross-Border Movement
55. This project component is rated “less effective.” The Project expected to increase the

cross border movement between Cambodia and Viet Nam. This was partially achieved and
remains constrained by the lack of vehicle movement. Parallel initiatives in the GMS program

% The East-West Corridor differs from the Phnom Penh to HCMC road, given the continuous uninterrupted link
across the Lao People’s Democratic Republic. Discussions with freight forwarders indicate that traffic from Thailand
to Viet Nam has grown since completion of the ADB-funded road improvement (Loan 1727).

2% Cambodia’s only SEZ is the Manhattan SEZ, established in 2005.

% Travel time was not reduced on the section from Thu Duc to An Suong (NH1A) due to rapid traffic growth in the
HCMC area.

¥ Despite this, a major change in vehicle distribution has taken place with a five-fold increase in cars and seven-fold
increase in buses. In the Moc Han area, annual average daily traffic (AADT) increased from about 30,000 vpd to
around 55,000 vpd at the time of the OEM. Nonmotorcycle traffic improved slightly from around 25% of total traffic
to about 31% at OEM. In the Trang Bang area, the AADT doubled to about 41,000 vpd in 2008 from around 20,000
in 1996. Motorcycles continued to dominate the area as their share increased from 83%—-85% of AADT to around
88% of total traffic at evaluation (Appendix 5). Meanwhile, in the Moc Bai border area, nonmotorcycle traffic was
minimal at 360 vpd or about 6% of total traffic.
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could be credited with simplifying customs procedures. The new border-crossing facilities built
on the Cambodia side as part of the Project are adequate. The Cambodia border-post facilities
were not completed until March 2005 because of delays in design and separate contract
bidding. Additional facilities and equipment (i.e., x-ray machines, close circuit television, and
fire-fighting equipment) were provided and the Cambodia border post opened on 15 December
2005. The equipment is sufficient for the current volume of passenger and goods traffic, but
more equipment will be required as the traffic increases. Meanwhile, the Viet Nam facilities were
completed in April 2003 using Government funding.

56. In September 2006, the Bavet-Moc Bai crossing was selected for pilot implementation of
the CBTA (para. 39). The existing bilateral road transport agreement between Cambodia and
Viet Nam applied to passenger and cargo vehicles. A year and half later, implementation of the
CBTA is still pending at this border-crossing; progress has been slow in terms of border
movement of people, goods, and vehicles. In Cambodia, the number of passengers increased
five times between 2005 and 2007, reaching an average of 1,660 per day (both directions). This
includes passengers crossing the border in buses going to and from Phnom Penh and HCMC,
and those going to the casinos in Bavet. The proportion of Vietnamese crossing the border
increased from 29% of total movements in 2003 to 37% in 2007, and the proportion of other
international tourists increased from 25% to 30%. On the Viet Nam side, the number of people
crossing the border after project completion consistently increased between 2004 and 2007.

57. Even with the improved roads and border facilities, the volume of trade and trucking
activities is small.** Currently, the majority of the traffic on the project road is national rather than
international (Table 5).%

Table 5: Distribution of National vis-a-vis International Traffic (%)

Country Project Subregional National
Cambodia Route National 1 20 80
Viet Nam National Highway 22 7 93

Source: Operations Evaluation Mission’s surveys.

58. Not unexpectedly, the number of vehicles crossing the border remains low as the CBTA
is not yet implemented (paras. 39 and 73). Most of these vehicles are cars and buses.
Subregional traffic along RN1 comprises mostly Viet Nam buses operating between Phnom
Penh and HCMC. On the Viet Nam side, while showing a consistent increase in the number of
vehicles crossing the border and rising significantly from 2004, traffic is only slightly above the
1997 count.

59. Due to restrictions at the border, trade activity along the border remains small relative to
its potential (para. 71). Yet, even as trade facilitation efforts (i.e., CBTA) struggle forward, the
package of improved road and border facilities already offer a strong upside toward encouraging
trade activity across the border. At the same time, customs data from Viet Nam suggests
progressive improvement in trade volumes across the border (para. 79). This progress is
despite the need for transshipment of goods at the border. Since the movement of vehicles

%2 The OEM estimates the number of vehicles remains low averaging 67. Most of these are cars and buses. As a
consequence, trade volume accounts only for 3% of total Viethamese exports to Cambodia and less than 1% of
total Vietnamese imports from Cambodia (2005); an estimated 40,000 tons of transit passes through the border
crossing. This may be a noteworthy increase from 2003 when the road was still under construction, but less
significant if compared with 1996.

% The OEM consultant survey indicates that only 20% of 2,367 vehicles surveyed along RN1 comprised international
traffic. Along RN22 in Viet Nam, only 7% of 5,019 vehicles surveyed comprised international traffic.



15

across the border is restricted, transporters have to shift their goods from the originating country
vehicle to the destination country vehicle. This increases the time and cost of trade.

D. Efficiency

60. The Project is rated “less efficient.” Efficiency is a measure of how well the resources
have been used to achieve the outcomes. At appraisal, the Project as a whole was assessed to
be highly economically justifiable with an economic internal rate of return (EIRR) ranging from
18% to 34% (Table 6). The PCR reconfirms these results, with EIRRs ranging from 21% to 29%.
The OEM found that the reestimated EIRR of the Project was less than 12% or much lower than
expected.** Findings from this economic reevaluation were sensitive to traffic intensity forecasts
and assumptions on road roughness and VOCs. Among the reasons for the lower EIRRs is the
fact that traffic has not increased as fast as expected, since trade through the land route has yet to
pick up strongly, and estimates of VOC are conservative. The EIRR is lower on the Viet Nam side
owing to the fact that the quantified incremental benefits of the road improvement have been
limited. The project road was in good condition before it was rehabilitated but it was heavily
congested. The Project enabled road widening, which was costly and led to high capital costs.
The incremental benefit in terms of higher traffic was not sufficient to raise the EIRR. The EIRR
does not incorporate the benefits of reduction in congestion. This is a significant benefit for Ho Chi
Minh City, which is difficult to quantify. Appendix 6 provides details on the methodology and
existing limitations to the economic analysis and to its comparison with previous assessments.

Table 6: Comparison of Reestimated Economic Internal Rates of Return (%)

Appraisal Project Completion Operations Evaluation

Road Section® IRI EIRR IRI EIRR IRI EIRR
Cambodia

C2 (RN1) 7.0 22.0 2.2 241 2.3-2.6 12.0
Viet Nam 24.0 25.6

V1 (NH1A) 2.1 34.0 22 28.7 22 (2.0)b

V2 (NH22) 43 18.0 2.2 254 2.2 10.7

V3 4.1 18.0 2.2 214 —
Total Project 23.0 251 11.3
Total Project Plus Regional Benefits 26.0 — —
() =negative number, — = not calculated, EIRR = economic internal rate of return, IRl = international roughness

index, NH = national highway, RN = route national.

@ C2 (Mekong River ferry to Bavet); Viet Nam: V1 (Thu Duc to Hoc Mon); and V2 (Hoc Mon to Moc Bai border).

® Vlisa relatively short section (approximately 22 km). Being basically urban, traffic is high on V1 near Ho Chi Minh
City but varies widely outside the city. Comparison with past numbers is difficult, since the exact locations of past
traffic counts are not known. As a result, different locations in this type of urban road may bring large fluctuations in
traffic. The more important reason for the negative figure is that the V1 section incurred a large construction cost to
expand the road carriageway from 6 to 28 meters or from 2 lanes to 6 lanes. The road roughness was low (at 3.5)
before the Project. As a result, the incremental VOCs are not significant after road improvement.

Sources: Asian Development Bank project documents and Operations Evaluation Mission estimates.

61. This economic analysis is based on conservative assumptions and does not quantify
benefits from reduction in congestion in the areas near Ho Chi Minh City, benefits on informal
trade in the area, savings in time taken to cross the border, and incremental benefits of ensuring
imports and exports continue to be handled efficiently at the border. For example, the economic
reevaluation used 2007-08 prices and the equivalent long term oil price of $80/barrel. A higher

% A new economic analysis was carried out with new prices for VOC and construction, and new traffic surveys. This
shows that the growth in traffic has been lower than estimated. Moreover, as shown in Table 5, the traffic is
predominantly still local with little subregional traffic. With full implementation of the CBTA still pending, only a few
vehicles cross the border. Under these conditions, the Project comes out as economically less viable as compared
with expectations at appraisal and completion.
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oil price would almost certainly push the 11% EIRR above 12%. In addition, the quantified
analyses did not capture benefits from substantial growth in informal trade in the area.
Reduction in traffic congestion near Ho Chi Minh City is a key benefit, which has not been
quantified due to the absence of baseline data. Appendix 6 highlights other limitations of the
economic analysis that need to be recognized. The country-specific distribution of benefits is
almost on par indicating that regional projects do provide comparable benefits to both countries.
Country-specific evaluations indicate that Viet Nam paid more but is getting slightly less
benefits. The lack of any major imbalance in economic benefits between the two participating
countries reinforces the regional cooperation aspect of the two components.

62. Based on the recalculated EIRR of 12%, the Cambodia component is rated “efficient,”
but the Viet Nam component is “less efficient,” since the recalculated EIRR is less than 12%.
Overall, the Project EIRR is 11.3% in view of the higher weighting of the Viet Nam component
(para. 41).

63. The Project also witnessed substantial loan savings during implementation owing to the
lower bid costs. These loan savings were used to fund additional works. In case of Cambodia,
extended scope and additional works amounted to 39% of the total project cost in that country.
Correspondingly, additional works in Viet Nam amounted to 39% of the total project cost. The use
of loan savings under the Project could have benefited from a better justification at the PCR stage.
While including the additional works is seen as appropriate, ADB did not carry out adequate due
diligence at project completion to check whether the loan savings had been used efficiently.
This uncertainty feeds into the downgrading of the efficiency rating. During implementation, the
inclusion of additional works was subjected to appropriate environmental and social
assessment, which was followed-up by the supervision consultant. The approvals for the
reall<33c5:ation of loan proceeds were carried out as per ADB Project Administration Instructions
5.05.

E. Sustainability

64. The Project is rated “less likely” to be sustainable in Cambodia. However, the Project is
rated “likely” to sustain estimated net benefits in Viet Nam.

65. Cambodia Component. Road conditions at RN1 and RN11 are still good, as at
completion. While the last survey for international roughness index data was done in 2006 (after
completion), the current average international roughness index of RN1 is estimated to be
between 2 and 3. Some visible damage for maintenance work relates to pot holes and the edge
of pavements. This has been caused by heavy rain, overloading, and use of the road by ox
carts.

66. Two areas of concern in sustaining benefits for the Cambodia component relate to
sustainable and adequate funding for road maintenance and overloading. In Cambodia, in 2003
(before road completion), the total maintenance budget was $2 million-$3 million or a maximum
of $1,000/km/year for the primary road network. Data from MPWT indicate that the national
budget for the road sector has increased from about $17.5 million in 2003 to about $23.0 million
in 2006 and $40.0 million in 2007. Similarly, the annual maintenance budgets for RN1 and
RN11 have increased.*® During 2007-2008, the budget for RN1 was reported at about

%5 ADB. 2003. Project Administration Instructions for Reallocating Loan Proceeds. PAl 5.05. Revised August 2005.

% MPWT data show the maintenance budget for RN1 (about 167 km) was $19,574 in 2003, $146,080 in 2006,
$278,756 in 2007, and $286,871 in 2008. For RN11 (about 90 km), the maintenance budget was $144,110 in 2006,
$210,836 in 2007, and $216,764 in 2008.
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$1,700/km/year and around $2,400/km/year for RN11. Recently, Cambodia has been able to
spend $1,500/km/year for routine maintenance on rehabilitated roads. In general, the budget
allocations for RN1 and RN11 indicate a mismatch given the larger traffic volume and heavy
vehicle traffic using RN1.

67. The increased bus and truck movements on RN1 are likely to lead to further overloading.
At the time of project completion, axle load control measures were lacking and the Government
had not carried out any axle load monitoring activities. At postevaluation, the Government has
only partly addressed overloading issues. Weight control bridges have been installed with
indicative axle-load limits (including fines for overloading) on selected national roads. However,
enforcement has not been strict.

68. Funds allocated for road maintenance are generally insufficient for the entire Cambodia
road network. In the past, Government allocations for maintenance have been used for flood
drainage rehabilitation. The risk of overloading and continued low allocations for routine
maintenance has lowered the likelihood of sustainability in Cambodia. This issue is highlighted
by the fact that ADB provided a loan of $6 million for a Road Asset Management Project.*” ADB’s
justification for providing this assistance to Cambodia was “Inadequate road maintenance is
primarily due to a shortage of financial resources, poor organization of road management, and
weak technical capacity. Other consequences of this situation include a limited capacity for
planning and implementing road maintenance and a scarcity of capable domestic road works
contractors who could undertake maintenance works and who would require a reliable and
reasonably predictable market for their services.” This has increased the risk of poor maintenance
in Cambodia causing a downgrading of the SAPE rating for GMS projects in Cambodia to “less
likely to be sustainable”. In view of this, the Project in Cambodia is rated “less likely” in terms of
sustainability.

69. Viet Nam Component. Despite higher traffic levels, the condition of the Project road is
good. As in Cambodia, truck traffic and overloading on the road is high, and the need for regular
periodic maintenance is likely to increase. MOT has issued norms for maintenance work, but the
budget is limited. On a more positive note, the responsibility of managing the Project road has
been given to the Ho Chi Minh City Urban Transport Management Unit while the MOT’s
Regional road maintenance Unit 7 (RRMU7) was made responsible for managing the Tay Ninh
portion of NH22A. The regional road maintenance units receive annual budgets from the
Government. The units currently receive an average of $2,100-$2,900 per km, which is higher
than the other countries in the GMS. With the increase in length of rehabilitated roads, the
maintenance needs will increase. The MOT has expressed its commitment to increase these
allocations. In addition, the World Bank has initiated several programs to support the financing
of studies on improving road maintenance financing and management; implementing a
framework to improve cost recovery and planning, budgeting, and monitoring of maintenance on
road assets.*® This assistance has also enabled private sector participation in maintenance
activities. Since 2007, the RRMU7 and the Ho Chi Minh City Urban Transport Unit have initiated
the use of highway development and management model to plan maintenance activities. Taking
into consideration the steps undertaken to date and the ongoing efforts, the sustainability of this
component is rated “likely.”

" ADB. 2008. Report and Recommendation of the President to the Board of Directors for the Proposed Loan and
Administration of Grant for the Road Asset Management Project. Manila (Loan 2406[SF], for $6 million, approved on
21 January).

% World Bank. 2003. Project abstract for Road Network Improvement Project for Viet Nam. Sourced from
www.worldbank.org
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Iv. OTHER ASSESSMENTS
A. Impact

70. Overall impact of the Project is rated “significant,” although it has been “moderate” at the
regional levels. The impact has been moderate in terms of cross-border movements, but the
Project has contributed positively to the socioeconomic changes at the local level.

1. Impact on Institutions

71. Overall, the main aim of cross-border trade was partly met. Given that transit traffic
between southern Viet Nam, Cambodia, and Thailand is small, this will need to be developed to
ensure cross-border trade reaches its full potential. OED conducted a household survey that
shows only 16% of Bavet respondents indicate they are involved in trading goods over the
border. In Viet Nam, only 24% of respondents say they trade goods over the border. Growth in
cross-border trade is expected to accelerate after CBTA implementation. A survey of impacts
resulting from the combined transport and trade facilitation improvements are presented in
Appendix 7.

72. ADB support for the preparation and negotiation of the CBTA is a positive contribution to
the key project objective of connectivity between GMS countries.®® To a limited extent, the
Project contributed to improving trade facilitation in the area. Since Cambodia and Viet Nam are
proud of the project facilities, the facilities and equipment are rated “most likely” to be
maintained properly (para. 55). Savings in process time (customs, immigration) already
observed at the border crossing (largely due to measures put in place before the CBTA) will
“most likely” be sustained.*® With full implementation of the CBTA, these gains are seen to be
“substantial.” However, additional assistance will need to be allocated to ensure successful
implementation of the CBTA.*’

73. At the Bavet—Moc Bai border, the initial implementation of the CBTA has been delayed
despite the signing of a memorandum of understanding. A key hindrance has been the
restriction of vehicle movements across the border.*? Implementation of the CBTA is expected
to reduce these restrictions. Presently, the primary beneficiary is national traffic rather than
international or transit traffic (para. 57). The majority of international shipments need to stop at
the border and transfer goods to local vehicles for the onward journey. The impact of trade
facilitation efforts will only be apparent after implementation of the CBTA. While national traffic
has grown rapidly, subregional traffic has been slow to increase. This is not surprising
considering that the CBTA has not yet been signed. Without this framework, the full benefits of

% ADB assistance to the design and implementation of cross-border agreements has been through a series of TA
projects—all rated “satisfactory.” More than $5 million, excluding the time costs of ADB staff, have been spent on
finalizing the CBTA'’s annexes and protocols. The output in the form of ratification of these agreements is evidence
that these funds have been used appropriately and efficiently.

40 A reduction in processing time is largely due to customs modernization, which streamlined procedures on both
sides of the border. This modernization was financed by another development partner.

“"'In a broader context, ADB assistance for trade facilitation is considered “efficient” based on key outputs such as
the signing of the CBTA and ratification of its annexes and protocols (i.e., ratification by the People’s Republic of
China and Lao People’s Democratic Republic is complete; other countries will complete this in the short term).

2 At Moc Bai, the Tay Ninh customs do not allow vehicles to proceed into Cambodia territory, even to the nearby
Manhattan SEZ (6 km away). Customs requires an international transport permit. To date, only one freight
company has received such permission from the Viet Nam Road Administration. Most of the quota has been
granted to passenger buses that go to Phnom Penh. Most freight destined for the nearby industrial zone needs to
stop for transshipment at the border.
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ADB assistance cannot be realized. Project experience implies that although the cross-border
roads were rehabilitated, efficiency in the use of resources can only be realized if the supporting
regulatory and policy framework is in place.

74. The OEM border-crossing survey and a 2006 ADB time release study indicate that less
time is required to cross the Bavet-Moc Bai border (Appendix 7, paras. 9-10).** However, these
improvements can be attributed more to the recent bilateral agreements between the two
countries than to the Project. Although time taken to process documents is estimated to range
from 22 to 38 minutes, overall border-crossing time is much higher as trucks cannot physically
cross the border and need to transship their goods. Average transshipment is reported to vary
between 3 and 5 hours depending on the type of commodity.

2. Resettlement Impacts

75. In Cambodia, resettlement issues arose as a result of MPWT’s handling of resettlement
implementation.** While rehabilitating RN1, more than 100 affected persons in Kraing Khok and
Stoeung Slot communities reported that they were not appropriately compensated by the
Government. Several affected households were not satisfied with the compensation received
resulting in a full resettlement audit to resolve the matter. The PCR provides a comprehensive
assessment of the impact of this social issue (PCR footnote 3, Appendix 11). Resettlement issues
are pending resolution for some affected people who submitted lawsuits to the International
Rescue Committee and are still waiting for their case to be heard. A second compensation was
made following complaints by nongovernment organizations on behalf of the affected families, and
ADB intercession. All complaints were resolved by the Government and ADB Cambodia Resident
Mission in May 2008. Meanwhile, the resident mission and the Government will undertake an
income restoration program for affected persons who are still not satisfied with the resettlement
compensation. For this purpose, the resident mission is processing a Japan Fund for Poverty
Reduction assistance aimed at improving the livelihood of affected people, due to adverse
impacts of the Project. Implementation of the assistance for Livelihood Stabilization for Poor
Households living along RN1 is expected to commence in December 2008.

76. The Viet Nam component involved a major resettlement component because of road-
widening activities (para. 19). The PCR did not find any major issue or problem with resettlement
activities. At evaluation, the OEM confirmed that the resettlement process was completed in a
satisfactory manner with no major issues or problem raised by the affected households.

3. Socioeconomic Impact

77. Three years after its completion, the project road has generated several positive and
distinct impacts. In Cambodia, the Bavet area experienced an economic transformation from rice
fields and an agriculture-based economy into an area of commerce and industry with an SEZ, a
border-crossing point, and a city. The increased development features, among others, (i) trade
and commerce (e.g., a limited traffic of containers between Phnom Penh and HCMC); (ii) cross-
border movement and tourism (e.g., at least 20 buses per day crossing the border); (iii) private

“3 ADB Time Release Study of 2006 at the Bavet—Moc Bai border-crossing point and OEM national consultant
reports.

4 At the time of project processing, resettlement posed a unique situation that was recognized and prepared for.
Highway rights-of-way were not redefined after the civil war. After loan approval, the Government reinstated the
rights-of-way, and people who had moved to the edge of the road when the conflict ended (with nowhere else to
move) found themselves on government land. The project team developed the concept of "corridor of impact" to
minimize the impact on these communities that would arise from highway construction.
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sector activity in Bavet (e.g., presence of seven large international casinos and a SEZ with four
large international manufacturers); and (iv) significant increase in land values (which, in part, is
attributable to the project road). In addition, several buildings and other services were introduced
after completion of the road: hotels, casinos, rest houses, dry port, bank, schools, and health
center. The key impact on nonagriculture activities relates to job creation from livelihood
diversification and increased trade. In the Bavet community, incoming migrant workers contributed
to a 40% increase in the population after completion of the road. Bavet and communities along
RN1 experienced enhanced living standards including increased household income and
spending; and new construction including hotels, rental houses, factories, and other new
buildings. The Project contributed to private sector awareness of the potential and strategic
importance of the Phnom Penh-HCMC Highway in terms of national and subregional
development. Communities along the completed RN1 experienced increased income and
spending.

78. Despite these positive outcomes, rapid development in Bavet and along RN1 needs to be
more inclusive. A survey of households in the project areas indicates a majority are subsistence
producers with little to trade with Viet Nam. Several limitations constrain them from taking
advantage of increased trade with Viet Nam: (i) higher price and production costs of agriculture
products in Cambodia, (ii) limited agricultural technology with use of traditional equipment,
(iii) product quality that does not meet requirements, (iv) higher industry production costs, and
(v) lack of economies of scale. The significant rise in land prices does not favor low- and medium-
class households who risk giving up land. Meanwhile, affluent entrepreneurs (from Phnom Penh
and international) tend to buy land for speculation, especially when the SEZs expand.

79. In Viet Nam, the road improvement influenced the development and expansion of new
industrial estates and commercial establishments along the route. Three large duty-free shopping
centers are now operating in Moc Bai. Customs data show total trade coming through the Moc Bai
border crossing increased from 14.6 million tons in 1997 to 39.6 million tons in 2006. In terms of
value, total trade across the Moc Bai border increased from $7.3 million in 1997 to $42.8 million in
2006. Total export value increased from $5.8 million in 1997 to $27.5 million in 2005, while total
imports grew from $1.5 million in 1997 to $15.3 million in 2005. For example, Viet Nam provides
materials and supplies including power and water for Cambodia’s only SEZ. A summary
assessment of socioeconomic impacts is provided in Appendix 8.

80. This project road is not unique and, as frequently occurs, increased travel speed (for
which mitigating measures were provided). Road safety is an important issue for both countries,
in particular for RN1 in Cambodia. With the increase in vehicle traffic along RN1, the number of
reported road accidents also increased from an annual average of 120 cases from 2003-2005
to 180 incidents during 2006—2007 (Appendix 9). While the number of resulting deaths was
constant, bodily injuries increased significantly for both light and serious cases. Incidence of
road accidents involved mainly light vehicles such as cars and, in particular, motorcycles. As in
the case of RN1, motorcycles have been involved in a significant number of accidents along
RN11 in Viet Nam. However, the number of road accidents has declined in recent years. In Viet
Nam, despite an increase in traffic volume, accident statistics show a minor decline between
1997-2000 and 2001-2004. However, the increased severity of some of these accidents is
indicated in increased deaths during 2001-2004, in particular in 2003 and 2004 after completion
of the project road. Multiple vehicle accidents increased as the number of damaged vehicles per
accident increased slightly from 1.3 during 1997-2000 to 1.45 during 2001-2004. On the
positive side, the number of body injuries declined from 1.35 per accident during 1997—2000 to
1.10 per accident during 2001-2004.
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4. Environmental Impact

81. At appraisal, no adverse environmental impacts were envisaged for either county
component as they involved the rehabilitation of existing roads. Initial environmental
examinations concluded that environmental impacts would be minor. The civil works contracts
for both components included environmental impact mitigation measures to be implemented
by the contractors. However, these mitigation measures were not always fully complied with
initially. Subsequently, after repeated warnings, the contractors improved their mitigation
measures. The supervision consultants monitored the civil works contractors to ensure that
environmental mitigation measures were properly implemented.*®

82. In the GMS, one of the negative impacts from transport improvement is deforestation
due to new demand for hardwood logs and lumber. Road improvement has facilitated illegal
logging in the Lao People’s Democratic Republic. In the case of the project road, these do not
appear to be a significant issue yet. At the time of the OEM, the household perception survey
in Cambodia indicates the majority of the respondents perceived that there was minimal
incidence of timber being transported by the Project road during the last 2 years.

B. Asian Development Bank, Borrower, and Executing Agency Performance
1. Asian Development Bank

83. Cambodia Component. The Cambodia component was originally administered and
supervised from ADB headquarters and was transferred to the Cambodia Resident Mission on
12 April 2002. Continuity in ADB supervision was strong with three project specialists handling
the Project after loan effectiveness. Two headquarters-based staff administered the
component from 2000 to 2002 and a single resident mission staff member from 2002 to 20086.
The frequency and quality of supervision missions was satisfactory. ADB conducted 18 review
missions, 1 special loan administration mission, a midterm review mission, and a loan takeover
mission transferring the Project to the resident mission. Of the 18 review missions, 7 were
resettlement review missions in response to the problems that occurred and the subsequent
resettlement audit. MPWT and the Cambodia PMU recognized the role performed by ADB
missions in providing advice on technical issues, preparation and evaluation of bid documents,
and matters of loan administration. However, ADB could not field a sufficient number of
missions to fully monitor Government compliance and effective implementation of the
resettlement action plan at the beginning of implementation. On the whole, ADB supervision
was responsive to a wide range of issues that arose during implementation. These include
limited ADB sector experience and government institutional capacity (this being the first ADB
loan to the roads sector), resettlement issues, natural disaster (flooding), and a shortage of
government funds. Accordingly, ADB performance is rated “satisfactory.”

84. Viet Nam Component. The Viet Nam component was originally administered and
supervised from ADB headquarters but was transferred on 7 January 2003 to the Viet Nam
Resident Mission. The frequency and quality of supervision missions is considered satisfactory.

“5 Other concerns include (i) insufficient traffic control measures to minimize accidents during construction, (ii) lack
of or inadequate temporary drainage and reduced travel lane width because of water pooling, (iii) borrow pits
beside the road with steep slopes posing a safety risk to people and animals, (iv) dust in sections under
construction and in unfinished sections, (v) erosion of embankments, and (vi) disruption of the normal course of
business and daily life in communities. These were rectified at project completion. The OEM did not find any
adverse impacts at postevaluation.
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ADB conducted 13 review missions, 2 special loan administration missions, a midterm review
mission, and a loan takeover mission transferring the component to the resident mission. ADB
supervision was marked by a total of six project officers from 2000 to 2006. MOT and the
PMU-MT recognized the role performed by ADB missions in providing advice on technical
issues, preparation and evaluation of bid documents, and matters of loan administration. Overall,
ADB performance is rated “satisfactory.”

2. Borrower and Executing Agency Performance

85. Cambodia Component. Despite being the first ADB loan to roads and highways, the
Cambodia PMU, the implementing agency of the component, effectively managed physical
implementation with assistance of the supervision consultants. The quality of completed works
was satisfactory despite the delayed implementation of civil works. On the other hand, the
Government and MPWT fully complied with less than 60% of 12 standard loan covenants
(Appendix 4). In addition, quality during implementation was affected by a shortage of
government funds. The release of counterpart funds in 2003 was delayed, and this was made
worse by poor revenue collection and the national elections. By October 2003, the main civil
works contractor had not been paid for 5 months resulting in cash-flow problems that led to
implementation delays. On the whole, the Borrower and EA performance are rated “partly
satisfactory.”

86. Viet Nam Component. This ADB loan (the fourth to the roads sector) was approved
immediately after the Third Road Improvement Project in December 1998. The PMU-MT
effectively managed physical implementation of the component with the assistance of the
supervision consultants. The quality of completed works was considered satisfactory, although
implementation of civil works was delayed. The Government and MOT fully complied with
about 88% of 16 standard loan covenants. On the downside, the Project Completion Review
Mission reported difficulty in obtaining information on actual component costs in Viet Nam from
the PMU-MT, as the accounts on local expenditure were at times misleading. In addition,
PMU-MT record-keeping on resettlement activities was also misleading, with some data
conflicting with that obtained during previous ADB review missions. Overall, the Borrower and
EA performance are rated “satisfactory” at the low end.

V. ISSUES, LESSONS, AND FOLLOW-UP ACTIONS
A. Issues

87. Cross-Border Transport Agreement. GMS governments have made much progress in
terms of the CBTA, although this is not yet complete. The CBTA needs to be ratified and
implemented to strengthen project achievements. Future milestones for improved road transport
facilitation under the GMS program include (i) ratification by all GMS government of the
20 annexes and protocols; (i) initial implementation of the CBTA, and its annexes and
protocols; and (iii) full implementation of the CBTA, and its annexes and protocols.

88. Road Assets Maintenance. Funds need to be made available for timely and effective
implementation of road maintenance. In Cambodia, the maintenance budget for RN1 could be
improved and receive priority in line with expected traffic requirements and its strategic
importance. Given that traffic, in particular of heavy vehicles, will continue to increase along the
transport corridor, the prevalent issue of overloading if not effectively addressed will require
more resources for regular, routine, and periodic maintenance in the future.



23

89. Road Safety. With expectations of a sustained increase in vehicle traffic, in particular
motorcycles, potential road safety issues are likely to persist. These include (i) lack of
enforcement of posted speed limits and lack of appreciation by drivers of the rationale of speed
limits; (ii) increasing pedestrian traffic, both crossing and along the road; (iii) lack of adequate
shoulder width for vehicle stops and parking; and (iv) continued breakdown of the edges of the
shoulders. The Government of Cambodia is undertaking a public awareness campaign for road
safety under its national road safety action plan, which the Road Asset Management Project will
partly finance (footnote 37). However, projects need to address this issue as part of formulation.
Several PPERs have highlighted the need for incorporating road safety components in project
designs.

90. Health Risks. The increase in cross-border movement will continue to raise the
vulnerability of each country to the potential spread of infectious diseases like HIV and Avian
influenza. In Viet Nam, about 60% of households surveyed by the OEM perceive that they are
now more vulnerable to infectious diseases than before. The situation is different in Cambodia
where the majority of households feel less vulnerable to such infectious diseases based on their
awareness and from information received from various sources to protect against the diseases.
Notwithstanding, a household survey respondent reported one case of AIDS, while several
households reported going to doctors for consultations to check for Avian influenza.

B. Lessons

91. To achieve optimal benefit from a cross-border or subregional road transport project, a
cross-border agreement and its enforcement, simplification of border formalities, and
complementary investment in the project area are necessary. Benefits can only be realized if
the supporting regulatory and policy framework is in place, and benefits of cost savings are
passed on to end users. ADB and the GMS countries also need a more comprehensive regional
approach to transform transport corridors into economic corridors. This entails complementary
nonphysical interventions directed at improving the investment climate and attracting private
sector investments along the road corridor.

92. The prudent use of loan savings is an important lesson provided by the Project. The use
of loan savings for additional works was justified on the grounds of reduction in congestion in Ho
Chi Minh City area as well as cost and time savings. However, ADB should have carried out
appropriate economic due diligence at approval and at completion to ensure that the selected
subprojects were economically viable. With specific exceptions (i.e., disaster and emergency
assistance), additional major works requested by ADB borrowers should be subjected to similar
economic rigor as original project components at completion. Rapid estimates of economic
returns could be used when rigorous cost-benefit analysis is not possible. In summary,
additional works should be included in the economic analysis of the relevant PCR.

93. The GMS program needs to continue to emphasize the importance of appropriate
resettlement in all cases. Complications surrounding the payment of appropriate compensation
to resettled people in Kampong Soeung in Cambodia indicate that the impact of road
improvements on local people could be high. The situation is being resolved after road
completion. This reinforces past lessons that require careful project implementation.

C. Follow-Up Actions

94. Recommended follow-up actions are detailed in Table 7.





