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I. PROJECT DESCRIPTION 
 
A. Rationale 

 
1. At the time of the appraisal of the Provincial Towns Improvement Project (the project) 
financed by the Asian Development Bank (ADB), urban and environmental conditions in 
provincial towns in Cambodia led to adverse impacts on people’s health and quality of life and 
were considered constraints to achieving the full economic growth potential of the towns. War, 
ineffectual management, and lack of maintenance severely deteriorated water supply systems 
and environmental sanitation in Cambodia’s provincial towns. Improving urban services was 
closely linked to the objectives of other social development programs, such as primary health 
care. Cambodia’s provincial towns serve as economic centers for the rural areas, linking the 
country’s rural and urban economies.  
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B. Expected Impact 
 
2. The development of provincial towns was expected to contribute to poverty reduction in 
both rural and urban areas by helping urban centers absorb rural migrants and reducing 
pressures on the urban environment, infrastructure, and employment in the capital city of 
Phnom Penh. The project was expected to promote economic and social development and 
subsequently improve quality of life in the project towns. There were no measurable targets 
given in the ADB report and recommendation of the President (RRP) 1

 

 that would indicate 
achievement of the desired impact although data on employment and poverty levels as of 1997 
were provided. 

C. Objectives or Expected Outcomes 
 
3. The overall objective of the project was to improve the urban environment, public health, 
and basic urban services in seven towns. The project was also designed to assist the 
government in sector policy and institutional reforms and in the devolution of urban functions to 
provincial and municipal governments. 
 
4. Regarding the number of targeted beneficiaries for the Community Sanitation and Health 
Awareness Program (CSHAP), there was a large discrepancy between the 1,500 poor 
households indicated in the RRP for the first loan (Loan 1725) and the 3,500 poor households in 
its supplementary loan (Loan 2013).2

 
  

5. At project completion it was expected that 350,000 people would have improved water 
supply and sanitation, which would directly result in time and cost savings in buying, fetching, 
treating, and storing water; and improved public and family hygiene and health. Women and 
children would be freed from one of the heavy household chores, so that women could engage 
in income-generating activities and children could attend schools. The count for unaccounted-for 
water (UFW)3

 
 was expected to go down from 60% to about 35% by 2004.  

6. The appraisal target for wastewater management was to connect 3,300 properties and 
benefit around 150,000 people. 
 
7. The clean environment in Sihanoukville was expected to sustain the tourist boom in the 
city and create revenues and jobs for its residents. 
 
D. Components and Outputs 
 
8. The project had five components: (i) Part A: the CSHAP, (ii) Part B: water supply, (iii) 
Part C: wastewater management, (iv) Part D: local governance and resource mobilization, and 
(v) Part E: implementation assistance. The RRP’s paras. 34–37 describe the planned physical 
outputs for the first four components. The fifth component was to cover consulting services and 
project management support, project administration equipment and facilities, and training. 
 

                                                 
1  ADB. 1999. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Kingdom of Cambodia for the Provincial Towns Improvement Project. Manila. 
2  ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Supplementary 

Loan to the Kingdom of Cambodia for the Provincial Towns Improvement Project. Manila. 
3  Unaccounted-for Water (UFW) is the difference between the quantity of water supplied to a city's network and the 

metered quantity of water used by customers. UFW has two components: (a) physical losses due to leakage from 
pipes, and (b) administrative losses due to illegal connections and under registration of water meters. 



 3 

9. The planned physical outputs of the project under Parts A to D were modified under the 
supplementary loan. Details are given in paras. 36–41 of the RRP for the supplementary loan. 
 
E. Provision of Inputs 
 
10. At appraisal, the project was estimated at $26.30 million, funded by a loan of $20 million 
from ADB’s Asian Development Fund, and $6.30 million from the borrower and local 
communities. Higher costs caused by these design changes in parts B and C necessitated a 
supplementary loan approved on 20 October 2003. The reappraised cost of the project was 
$34.60 million comprising $26.30 million from ADB, $0.23 million grant from the Government of 
New Zealand through its Asia Development Assistance Facility, and $8.08 million from the 
Government of Cambodia and local communities. The project was completed at a cost of 
$46.15 million or $19.80 million (75%) more than the appraised amount. ADB financed $27.54 
million or close to 60% of the total project cost. The borrower and local communities financed 
$18.39 million and the Government of New Zealand financed $0.23 million.  
 
F. Implementation Arrangements  
 
11. At appraisal, it was envisioned that the Ministry of Public Works and Transport was to be 
the executing agency for Parts A, C, and D; the Ministry of Industry, Mines and Energy (MIME) 
for Part B; and both agencies were to implement their respective components for Part E. The 
project completion report (PCR) finds that implementation arrangements were “carried out as 
envisaged at appraisal” but indicates that ADB approved a minor change in implementation 
arrangements on 6 October 2000, transferring all of Part A implementation to the MIME. 4

 

 The 
PCR did not offer any explanation for this change in scope, but records show that this 
reallocation of project responsibilities between MIME and the Ministry of Public Works and 
Transport was done for ease of project management after the inception mission together with 
the project management unit assessed the responsibilities, workload, and institutional capacity 
of each project management unit and the resource requirements of each part of the project.  

12. At appraisal, 128 person-months of international consultancy and 212 person-months of 
national consultant support were anticipated. At reappraisal (for the supplementary loan), it was 
estimated that an additional 13 person-months of international and 20 person-months of 
domestic consultancy services would be required to supervise the extended period of 
construction. At completion, 157 person-months of international and 478 person-months of 
national consultant services were utilized. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
  
A. Relevance of Design and Formulation 
 
13. The PCR rates the project relevant. This validation concurs with the PCR rating of 
relevant. Project formulation was consistent with the government’s socioeconomic development 
plan (1996–2000),5

                                                 
4  ADB. 2008. Completion Report: Provincial Towns Improvement Project in Cambodia (Loans 1725-CAM and 2013-

CAM). Manila. 

 and the primary focus of its development strategy. The project was also 
consistent with ADB’s sector strategy for water supply, sanitation, and waste management in 
Cambodia, which supports the government’s development objective of reducing poverty and 

5 Royal Government of Cambodia. 1997. First Five-Year Socioeconomic Development Plan (1996–2000). Phnom 
Penh. 
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developing the country’s human resource base. The government and ADB agreed on the 
criteria for selecting subprojects, appraisal standards, and a framework for subproject approval.  
 
14. In October 2003, ADB approved a supplementary loan for $6.3 million to cover cost 
overruns arising from design changes (PCR, para. 8) that could have been avoided with more 
rigorous cost estimates and financing plans and through surveys and consultations during 
project preparation.  
 
B. Effectiveness in Achieving Outcomes  
 
15. The PCR rates the project less effective in achieving its intended outcomes and this 
validation concurs with the PCR. The physical works were achieved albeit with design changes, 
but the project did not achieve the targeted number of beneficiaries for the water supply 
component. The total constructed water supply production capacity of 30,224 cubic meters per 
day (m3/day) is sufficient to provide safe water for 250,000 people, which is 29% lower than the 
target at appraisal of 350,000 people. At the time of the PCR, about 99,000 people were served, 
which is 40% of the maximum coverage level of 250,000 people. Regarding UFW, a loan 
covenant indicates that the ratio should not be more than 35% (Schedule 4, para. 13 [ii] of loan 
agreement). The PCR states that the achieved average for all project towns is 28%. Some 
pipelines under the water supply component were reportedly rerouted during project 
implementation. However, the PCR does not give any explanation as to whether the required 
social and resettlement due diligence was completed before proceeding with the laying of pipes 
along a different route as determined during implementation. This validation also notes that the 
UFW for two towns is high—55% for Kampong Cham, and 47% for Pursat. 
 
16. The recommendations on decentralization under the CSHAP component were not 
implemented, resulting in the nonachievement of a key policy dialogue agenda of the project. 
There is a discrepancy in the number of targeted beneficiaries for the CSHAP (PCR, para. 5). If 
1,500 households is the correct target, then it has been achieved. However, if 3,500 households 
is the correct target, then only 43% was achieved.  
 
17. For the wastewater management component, at appraisal, the target was to connect 
3,300 properties, but at the time of the PCR only 665 properties or 20% had been connected. 
This validation notes that since water supply coverage appears to be greater (40%) than the 
connections to the sewage system (20%), there is an issue as to whether the wastewater 
treatment capacity is adequate to treat the incremental wastewater generated from operation of 
the project’s water supply components. This design and environmental issue is not assessed in 
the PCR.  
 
C. Efficiency in Achieving Outcomes and Outputs 
 
18. The PCR recalculates the economic internal rates of return (EIRRs) for water supply to 
be above the 12% threshold, with Kompong Thom just marginally above the threshold at 12%. 
The EIRR for the sewerage component was negative because of low connection rate. On the 
basis of the results of the recalculation of the EIRR, the PCR rated the project efficient in 
achieving outcomes and outputs. The validation downgrades it to inefficient. This validation 
carried out a quick recalculation of the EIRR using a much lower incremental water consumption 
because of capacity constraints and obtained an EIRR of around 3%, way below the 12% 
threshold. The project was completed 17 months behind schedule because of design changes 
that included (i) construction of new rather than rehabilitation of existing water intake and 
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treatment facilities, and installation of generators instead of reliance on the grid to provide 
electrical power under the CSHAP component; and (ii) change in the diameter of trunk sewers 
and the replacement of polyethylene lining of the anaerobic ponds under the wastewater 
management component. Consequently, costs exceeded the estimates and the cost overruns 
required a supplementary loan.  
 
19. The expected devolution of urban functions to provincial and municipal governments 
was not achieved because of lack of government support, and the target to develop a new legal 
and administrative government model was not achieved.  
 
D. Preliminary Assessment of Sustainability 
 
20. The PCR rated the project likely to be sustainable. This validation downgrades it to less 
than likely sustainable. The PCR’s recalculated financial rates of return are all above the 
weighted average cost of capital. The PCR attaches a higher weight to the likely sustainability of 
the water supply component over the unlikely sustainability for the wastewater facility. This 
validation rates the water supply component less than likely sustainable because it is unclear if 
the tariff levels will be adequate to cover operation and maintenance (O&M) of water supply 
companies. If, as indicated in para. 40 (i) of the PCR, the tariff increases in the project towns 
would not cover the full cost of O&M, then the longer-term financial sustainability of the water 
supply companies will be at risk.6

 
  

21. Although not mentioned in the RRP, the cost recovery of the wastewater treatment plant 
was mainly based on the expectation that the local brewery would connect to the plant. The 
PCR indicates that the local brewery has built its own on-site treatment plant instead, so 
connection to the wastewater treatment plant will likely not happen. Furthermore, the number of 
other connections was very limited, so that project facilities were turned over without any 
connection. There is, therefore, uncertainty on this important project component to support 
project sustainability.  
 
22. The validation finds the wastewater facility unlikely sustainable and rates Part A (CSHAP 
component) less than likely sustainable since many of the committees have become inactive. 
Accordingly, this validation rates the overall project sustainability less than likely sustainable. 
 
E. Impact 
 
23. The PCR found that all project components had positive impact—mainly in the form of 
improved environment and health benefits. It claimed that the project was designed to improve 
the environment and provide health benefits through increased water supply and waste 
management. The PCR concluded that the project components will contribute to improved 
environment and people’s health. This validation rates the impact of the project modest for the 
following reasons: (i) failure to sustain the sanitation committees will likely reverse any initial 
impact of the CSHAP component, (ii) the water supply component will provide positive benefits 
but only 40% of those under the maximum coverage can enjoy these benefits, (iii) any impact of 
the wastewater component will be limited because of the low connection rate, and (iv) failure to 
achieve institutional reforms and decentralization. 
 
                                                 
6 The Cambodia Resident Mission confirmed that all the six water supply companies were not able to make full cost 

recovery as of 2012. Therefore, the project’s long-term sustainability is uncertain, substantiating the validation’s 
downgrading of the sustainability rating to less than likely sustainable. 
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III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Performance of the Borrower and the Executing Agency 
 
24. The PCR rates the performance of the borrower and the executing agencies satisfactory. 
This validation concurs with the rating but suggests room for improvement particularly in the 
institutional reform area. 
 
25. The PCR reports that all but 3 of the 23 key covenants have been complied with. The 
remaining three covenants—related to water supply tariffs, water collection and financial ratios, 
and cost recovery for the wastewater treatment plant—were partially complied with. Appendix 7 
of the PCR lists only 15 loan covenants and indicates late compliance for some covenants 
rather selectively. Back-to-office reports show late compliance for covenant numbers 3 and 8 as 
listed in Appendix 8 of the PCR. 
 
B. Performance of the Asian Development Bank  
 
26. The performance of ADB was assessed satisfactory, having been responsive in 
addressing implementation issues. Para. 53 of the PCR notes that 21 missions were fielded 
during implementation between February 2000 and March 2007. Data on ADB missions on 
pages v and vi of the PCR listed only 17 missions. However, this validation considers the 
number of missions sufficient regardless of whether it was 17 or 21. This validation concurs with 
the PCR rating of satisfactory for the performance of ADB, but also suggests room for 
improvement particularly in the area of delivering outputs and outcomes and promoting 
institutional reforms. 
 
C. Others 
 
27. There appears to have been no safeguard violation or unintended impact although there 
is no report that due diligence for the rerouting of pipelines was carried out to ensure that 
safeguards policies were complied with. The PCR did not discuss gender, governance, and 
anticorruption, fiduciary aspects, government assessment of the project. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment 
 
28. The PCR rated the project successful. This validation downgrades it to less than 
successful. 

 
Overall Ratings 

 
Criteria PCR IED Review Reason for Disagreement and/or 

Comments 
Relevance Relevant Relevant  
Effectiveness in 
achieving outcomes 

Less effective Less than 
effective 

 

Efficiency in 
achieving outcomes 
and outputs 

Efficient Inefficient See paras. 18 to 19. This validation’s 
economic benefit calculation is much 
lower and the devolution of urban 
functions to provincial and municipal 
governments was not achieved. 
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Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Preliminary 
assessment of 
sustainability 

Likely 
sustainable 

Less than likely 
sustainable 

See paras. 20 to 22. The future tariff 
levels may not cover the operation and 
maintenance costs, which would affect 
the longer-term sustainability of the 
suppliers. 

Overall assessment Successful Less than 
successful 

Given the ratings above with the 
reasons, the overall project rating is 
downgraded from successful to less 
than successful. 

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Impact Not stated Modest  
Quality of PCR  Less than 

satisfactory 
See para. 33. 

IED = Independent Evaluation Department, PCR = project completion report. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source: ADB Independent Evaluation Department. 
 
B. Lessons 
 
29. The lessons set out in the PCR were detailed and based on the discussion in the text, 
this validation supports them. However, these are lessons that have been identified many times 
in the past and should have been considered at the project formulation stage. In summary, the 
five lessons are as follows: (i) the importance of having qualified consultants and sufficient 
stakeholder consultations in project design, (ii) the importance of government ownership to 
studies produced by the project for recommendations to be implemented, (iii) the strategy for 
cost recovery of wastewater services should be reformulated together with the implementation 
of a comprehensive connection program, (iv) need to review contractor bids carefully, and (v) 
timely payments should be made to contractors and consultants. 
 
C. Recommendations for Follow-Up 
 
30. The PCR offers four recommendations, but in the opinion of this validation two are 
lessons rather than recommendations since they do not require any action on the part of ADB or 
the executing agency. The PCR recommends that (i) contractors’ bids and assessment of unit 
costs must be carried out prior to awarding the contract and that unrealistically low bids should 
be rejected, and (ii) financial processes and management capacity of project implementing units 
and project management units be reviewed and strengthened. This validation concurs with 
these recommendations. 
 
31. The PCR also discusses (i) the approach to cost recovery of a similar wastewater 
treatment plant being built in Siem Reap, and (ii) possible implementation arrangements that 
could have produced better project outcomes. There is nothing to be gained now with item (ii) 
since the project is completed and implementation arrangements can no longer be changed. On 
item (i), if the PCR proposes a review of the cost recovery strategy for the wastewater treatment 
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plant and a revision following the Siem Reap approach,7

 

 then this validation concurs with such 
an approach. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Evaluation Design, Implementation, and Utilization 
 
32. The loan covenant called for comprehensive (Loan agreement, Schedule 6, para. 14) 
monitoring and evaluation on the project’s technical performance and social and economic 
benefits, in particular, benefits to disadvantaged social groups. At the time of project completion, 
this was reported in a back-to-office report as being complied with. This information was not 
updated in the PCR but the section on covenants implied that this has been complied with. 
There is no other information on the findings of the monitoring and evaluation. 
 
B. Comments on Project Completion Report Quality 
 
33. This validation finds the PCR assessment candid and appropriately self-critical. The 
following are areas the PCR could have paid more attention to. This validation assesses the 
quality of the PCR less than satisfactory.8

(i) The PCR should have provided information such as reasons for the cessation of 
the community sanitation committees and rerouting of pipelines under the water 
supply component, including evidence that due diligence was carried out, to 
ensure that rerouting complied with ADB safeguard policies. 

 

(ii) The PCR team should have ensured internal consistency of the report and 
consistency of the report with ADB databases. The discrepancies in the project 
costs, the number of ADB missions, and the incomplete listing of the loan 
covenants in the appendix cited earlier are minor, but they reflect on the quality 
control accorded to the final report. However, the conflicting statements in para. 
40(i) and para. 25 of the PCR—on tariff increases being inadequate to cover 
O&M of the water supply companies on the one hand, and the 2007 water tariff 
increases resulting in positive cash flow for the same water supply companies on 
the other hand—are more serious discrepancies, particularly as they affect 
project sustainability. 

(iii) A discussion of the project framework (Appendix 1) in the PCR is desirable to 
provide a clearer picture of what objectives and outputs the project met and/or 
produced. Appendix 1 in the PCR was a reproduction of the project framework 
presented in the RRP. 

 
C. Data Sources for Validation  
 
34. ADB databases, back-to-office reports, RRPs, and project completion report. 
 
D. Recommendation for Independent Evaluation Department Follow-up  
 
35. The Independent Evaluation Department may consider a project performance evaluation 
to conduct a better assessment of the impact of the water supply and sewerage component. A 
more thorough recalculation of the economic and financial rates of return may be carried out. 

                                                 
7  A similar system to the Sihanoukville wastewater treatment plant is being built in Siem Reap under the Mekong 

Tourism Development (Regional) Project, approved on 12 December 2002 for $15.6 million.  
8  SERD disagrees with the less than satisfactory rating of the PCR quality, claiming that the inconsistencies found in 

the PCR were minor. 
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