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BASIC DATA 
Loan 1369-LAO(SF): Champasack Road Improvement Project 

 
Project Preparation/Institution Building 
TA 
No. 

TA 
Name 

Type Person- 
Months 

Amount 
($) 

Approval 
Date 

1896 Seventh Road Improvement1 PPTA 55 500.0 1 Jun 1993 
2388 Feeder Roads Maintenance Training2 ADTA 12 350.0 31 Aug 1995 
2389 Management Information Systems in the 

Ministry of Communications, Transport, Posts, 
and Construction2 

ADTA 12 350.0 31 Aug 1995 

 As per ADB  
Key Project Data ($ million) Loan Documents Actual 
Total Project Cost 60.10 51.93 
Foreign Exchange Cost 44.25 39.56 
Local Currency Cost 15.85 12.37 
ADB Loan Amount/Utilization 48.00 42.23 

(SDR million) 30.82 30.82 
ADB Loan Amount/Cancellation — 0.00 

(SDR million) — 0.00 
 

Key Dates Expected Actual 
Fact-Finding  24 Jan–6 Feb 1995
Appraisal  31 Mar–10 Apr 1995
Loan Negotiations  18–20 Jul 1995
Board Approval  31 Aug 1995
Loan Agreement  25 Sep 1995
Loan Effectiveness 29 Nov 1995 19 Dec 1995
First Disbursement  26 Apr 1996
Project Completion Jun 1999 May 2001
Loan Closing 30 Jun 2000 26 Jul 2001
Months (effectiveness to completion) 42 65 
   

Economic Internal Rates of Return (%) Appraisal PCR PPER 
Chong Mek-Pakse (Contract A) 15.3 21.0 23.8 
Pakse-Phiafay (Contract B) 18.1 31.4 37.1 
Phiafay-Nasenphan (Contract C) 12.7 9.8 21.4 
Nasenphan-Veun Kham (Contract D)  6.7 16.4 
Chong Mek-Veun Kham (All Contracts) 15.9 19.0 26.3 
 
Borrower Lao People’s Democratic Republic 
Executing Agency Ministry of Communications, Transport, Posts, and Construction 
 
Mission Data 
Type of Mission No. of Missions No. of Person-Days 
Fact-Finding 1 14 
Appraisal 1 22 
Project Administration 11 229 
 Road Sector Donor’s Coordination Meeting 1 2 
 Review 9 194 
 Project Completion 1 33 
Operations Evaluation 1 42 

                                                 
ADB = Asian Development Bank, ADTA = advisory technical assistance, PCR = project completion report, PPER = 
project performance evaluation report, PPTA = project preparatory technical assistance, SDR = special drawing 
rights, TA = technical assistance. 
1 Attached to ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed 

Loan and Technical Assistance to the Lao People’s Democratic Republic for the Sixth Road Improvement Project. 
Manila (Loan 1234-LAO[SF], for $26 million, approved on 1 June 1993). 

2 Attached to ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed 
Loan and Technical Assistance to the Lao People’s Democratic Republic for the Champasack Road Improvement 
Project. Manila (Loan 1369-LAO[SF], for $48 million, approved on 31 August 1995). 



EXECUTIVE SUMMARY 
 

The Champasack Road Improvement Project (the Project) comprised the rehabilitation 
and improvement of a 200 kilometer (km) road in the Lao People’s Democratic Republic (Lao 
PDR) to improve transport services in the southern region. The project road provides all-
weather connectivity between Thailand and Cambodia via the Lao PDR. It connects Chong Mek 
on the Thai border to Veun Kham on the Cambodian border via Pakse in southern Lao PDR. 
The works comprised pavement rehabilitation, replacement of 32 bridges, improvement of 
feeder roads and spur roads, and periodic maintenance of key national and provincial roads in 
the Lao PDR. The last item was included to support the Government’s road maintenance 
program. However, the nature of the maintenance activities undertaken and the location thereof 
could not be ascertained. The Project was formulated to support the Asian Development Bank’s 
(ADB) other ongoing road programs, as well as World Bank projects in southern Lao PDR. The 
Project was intended to reduce transport costs and generate employment, thereby benefiting 
the regional economy and promoting connectivity in the Greater Mekong Subregion (GMS). 
 

The total project cost was estimated at $60.1 million, with the ADB loan amounting to 
$48 million and the balance to be financed by the Government. Two technical assistance (TA) 
grants complemented the Project to support capacity building within the Executing Agency—the 
Ministry of Communications, Transport, Posts, and Construction (MCTPC). The first TA was 
structured to provide training for maintenance of feeder roads at the provincial level. The second 
TA supported MCTPC in setting up a management information system (MIS).  
 

The construction contracts for the Project were split into four packages to enable better 
management by the contractors. While all the other packages were effectively completed, one 
of the packages (Contract C) experienced pavement failures that required rectification. This was 
a key factor, causing a delay in project completion. The Project scope was also revised to 
include several additional works, which contributed to this delay. While the additional works 
enhanced the effectiveness of the Project, Contract C failures have continued to drain MCTPC’s 
maintenance resources. 
 

At completion, the double bituminous surface treatment pavement had an average 
international roughness index (IRI) of 2.2. In 2003, during an MCTPC survey, the IRI values had 
increased marginally to 3.3. The Operations Evaluation Mission’s (OEM) technical survey 
confirmed that the roughness levels had changed little since the 2003 survey. The riding quality 
was acceptable for a national road. The bridges and culverts were in good condition and 
adequate to handle the level of traffic on the project road. 
 

Both TAs under the Project were adjudged to have been useful by MCTPC. The training 
TA was effective in strengthening provincial capacities for maintaining provincial and local roads 
that fall outside MCTPC’s purview. The MIS TA enabled MCTPC to appoint an “in-house” 
technical advisor, who assisted in project financial controls and in the privatization of two 
enterprises relating to road construction and maintenance. Overall, both TAs were judged to be 
effective, both in the project completion report and by MCTPC, in strengthening MCTPC’s 
capacities. 
 

The Project was completed in May 2001 after a delay of 23 months. The actual cost was 
$51.9 million, about 13.5% less than the appraisal estimate. Savings were reflected in the lower 
cost of periodic maintenance incurred and in contingencies saved. The actual cost of civil works 
construction was higher than the appraisal estimate due to the inclusion of several additional 
works. 
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The contractual problems with Contract C marred the implementation efficiency of the 

Project. Pavement failures caused by the use of improper materials, combined with disputes 
among the contractor, the supervising consultant, and MCTPC, delayed implementation, partly 
offsetting the cost savings in other areas. In other sections of the Project, the contractors were 
delayed due to insufficient or delayed supply of equipment. This could be attributed to the lack 
of experience of these contractors in the Laotian context, although this is not uncommon in road 
projects. 
 

Effective coordination by MCTPC and ADB with other agencies resulted in realignment 
of the project road early in construction phase to be consistent with the new Lao Nippon 
Mekong Bridge. This provided large savings in transit times for the road users. 
 

This evaluation was conducted about 4 years after project completion. Other than in the 
Contract C section, the pavement on other sections performed well, considering an expected 
pavement service life of about 8 years before resealing is required. The pavement performance 
was satisfactory despite a 22% annual increase in traffic since project completion. 
 

As per a traffic survey conducted in April 2005, traffic on the project road ranges from 
1,280 vehicles per day in rural areas to 14,461 vehicles per day in urban areas. There has been 
an overall growth of 22% per annum since project completion. An increase in the number of 
motorcycles led to a distinct growth in traffic in the urban and periurban areas. Bus and truck 
traffic has also increased in areas south of Pakse. With the rise in traffic, parts of the road 
suffered from shoulder wear caused by a combination of heavy vehicles (mainly logging trucks), 
rain, and lack of maintenance. 
 

Although there has been overall growth in traffic over the previous years, the absolute 
traffic levels are low, especially in the rural areas. Because of this, there have been lesser 
maintenance interventions in most sections except problems faced on the Contract C section. 
Other than the repairs on that section, the project road has received minimal funding for periodic 
maintenance. To ensure its sustainability, the road will need specific maintenance interventions 
periodically. Although MCTPC’s current maintenance plan includes allocation of funds for this 
from 2006 onward, it remains to be seen whether the allocation is adequate to maintain the road 
at a reasonable level of serviceability. 
 

The Project has had a positive impact in terms of reducing transit times through an 
increase in vehicle speeds. The transit time reductions average between 40% and 50% 
depending upon the location of travel. This has had a positive effect on transport prices, which 
were reduced in the year immediately following project completion. However, this reduction also 
coincided with static fuel prices. Given the current high price of oil in the international markets 
(about $60 per barrel), transport prices are likely to increase in the future. 
 

The increase in vehicle speeds, one of the intended benefits of the Project, had an 
unintended adverse impact in terms of causing an increase in the number of accidents in the 
project area. While this is a common safety issue faced by most other road improvement 
projects, the road safety measures under the Project were limited to physical road design and 
did not include adequate road signage. Driver and pedestrian education could have played a 
useful role to create awareness of safety measures. Another issue for the project road is 
overloaded logging trucks. Besides the adverse environmental repercussions surrounding 
logging, overloaded trucks have adverse long-term impacts on the sustainability of the 
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pavement. MCTPC has set up weighing stations along the project road; however, the location of 
these stations could be improved, and enforcement remains a problem. 
 

Economic reevaluation yielded a healthy economic internal rate of return (EIRR) of 
26.3% for the Project at the time of the OEM in May 2005. This compares with the EIRR of 
15.9% estimated during appraisal. The EIRR was calculated on each contract package (A to D); 
at the OEM stage, the lowest EIRR was estimated to be 16.4%. This implies that the Project has 
yielded sufficient economic benefits and has justified the investment. One of the main reasons 
for the higher EIRR was that actual traffic volumes were greater than those estimated during the 
project completion stage. An increase in vehicle ownership in the project area has been a key 
factor in the increasing traffic levels. 
 

The project area witnessed several socioeconomic changes after completion of the road 
improvement. First, secondary data indicate that there has been a general reduction in poverty 
in the project impact area. A socioeconomic survey conducted as part of the OEM indicated that 
there had been general improvement in household income, land ownership patterns, health care, 
education, access to markets, and access to credit. Second, the electricity network was 
expanded in the project area after project completion. Third, with a diversification of economic 
activities, the people living in the project-influenced area can supplement their traditional 
agricultural income with off-farm income. Fourth, the participation of women in road 
maintenance activities has provided new opportunities for women to play a greater role in the 
economic development of their villages. While these changes cannot entirely be attributed to the 
Project, there appears to be a causal chain linking them to it indirectly. An adverse change that 
is likely to take place in the future relates to the rise in human immunodeficiency virus/acquired 
immunodeficiency syndrome (HIV/AIDS) cases in the project area with the increase in cross-
border traffic from Cambodia and Thailand. 
 

Although economic growth was one of the intended benefits of the Project, some large 
and medium-sized industries in the area were shut down after project completion. There could 
have been a number of reasons for this, including inadequate availability of raw materials (e.g., 
logs for the sawmills) and lack of incentives (e.g., tax breaks) to operate in the area. This 
implies that the presence of an improved road is a necessary but not a sufficient condition for 
augmenting industrial activity in an area. 
 

The Project has contributed to subregional cooperation in the GMS in terms of facilitating 
an increase in trade and tourism region. Secondary data sources indicate that the number of 
tourists visiting Champasack Province rose after project completion. There has also been an 
improvement in the Lao PDR’s trade with Cambodia and Thailand via the project road, 
measured as a function of the number of trucks using the road. 
 

Besides logging, migration of people has been a factor affecting the environment in the 
project area. With the improvement of the road, people from outlying villages have been moving 
to reside nearer the project road. These migrants tend to clear the forest area to build their 
houses and their paddy fields. This has caused gradual erosion in the density and expanse of 
forests in the project area. A potential solution to this issue could be planned settlements along 
the project road. 
 

Overall, the Project is rated highly successful, with a high degree of relevance, efficacy, 
and efficiency. The Project is expected to be sustainable with adequate maintenance 
interventions. Both TAs are rated as successful, having contributed to the capacity-building 
efforts of MCTPC. This Project was adequately prepared and supervised by ADB, the 
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performance of which is assessed as satisfactory. The Government’s overall performance is 
also rated satisfactory. 
 

Key issues for the future include the need to (i) provide adequate funding of the Road 
Maintenance Fund, (ii) restrict encroachments into forested areas adjacent to project roads, 
(iii) improve road safety, and (iv) mitigate the potential HIV/AIDS transmission issues associated 
with road transport. 
 

Lessons identified from the Project include (i) the importance of an integrated approach 
transcending national borders to plan projects so as to achieve concurrent economic 
development in a region; (ii) the need to develop synergies by initiating more than one project in 
a geographic area, e.g., formulating road projects in parallel to irrigation projects; (iii) the 
importance of effective allocation of responsibilities between the construction supervisor and the 
contractor to avoid disputes during implementation; (iv) the importance of retaining adequate 
records of specific activities (e.g., road maintenance in different locations) undertaken as part of 
the periodic maintenance included within a Project; (v) the reality that undertaking benefit 
monitoring and evaluation at project level is not always feasible; and (vi) the need to control 
encroachments onto the project road and into the forests in the adjacent area. 
 

This evaluation recommends that ADB initiate a dialogue on (i) completion (by 2007) of 
the 6.9 km link road to the Cambodian border to enable all-weather access between the Lao 
PDR and Cambodia, and (ii) undertaking capacity-building measures relating to the use of 
modern road maintenance planning such as developing capacity for running highway design 
and maintenance standards models in partnership with the World Bank. 
 
 
 
 

Bruce Murray 
Director General 
Operations Evaluation Department 

 





 

I. BACKGROUND 
 
A. Rationale 
 
1. In the mid-1990s, only 14% of the entire road network of the Lao People’s Democratic 
Republic (Lao PDR) was paved. The Government of the Lao PDR was faced with the dual tasks 
of improving the existing network and expanding it, especially in the rural areas. The 
Champasack Road Improvement Project1 (the Project) was designed to rehabilitate and improve 
about 200 kilometers (km) of national roads (NRs) in southern Lao PDR with the purpose of 
improving transport services in the area. This was expected to lead to (i) a reduction in transport 
costs and prices, (ii) integration of the regional economy in several ways such as by providing 
better access to markets, and (iii) stimulation of rural production. A periodic maintenance 
component was included to support the Government’s road maintenance program in different 
provinces of the country. 
 
2. The project road was to connect Chong Mek on the Thai border to Veun Kham on the 
Cambodian border via Pakse in southern Lao PDR (see Map, page viii). The Project was part of 
the broader north-south NR link that was being developed by the Government and the Asian 
Development Bank (ADB). The Project was expected to contribute to subregional cooperation in 
the Greater Mekong Subregion (GMS) and economic growth as well as to improve existing road 
conditions. This was ADB’s seventh road improvement project in the Lao PDR and was 
intended to support the ongoing second and sixth road improvement projects (Pakse-Paksong-
Sekong-Attapeu), the World Bank’s Southern Transport Project and Second Highway 
Improvement Project (Pakse-Savannakhet), and the former Soviet Union’s financing of the 
bridge linking NR13 at Pakse on the Se Done River.  
 
B. Formulation 
 
3. The Project was identified in the National Transport Study (1991), assisted by the United 
Nations Development Programme, as one of the priority projects in the Lao PDR because it 
would enable road connections for trade with Cambodia and Thailand. As part of the core NR 
network, the Project was expected to complete the key southern end of the north-south road link. 
 
4. Fact-finding for the Project was completed in February 1995, and it was appraised by an 
ADB Mission from 31 March to 10 April 1995. The preparation works (feasibility study and 
detailed engineering) were included under technical assistance (TA)2 implemented as part of the 
Sixth Road Improvement Project.3 The feasibility study included a present and projected traffic 
estimate based on different types of vehicles using the road. 
 
5. The Fact-Finding Mission in February 1995 reviewed the initial environmental 
examination (IEE) and concluded that no environmental impact assessment would be needed. 
Taking into consideration the environmental impacts (paras. 76–78), it is now felt that the IEE 
should have been more detailed to identify and tackle some environmental issues. 
 
                                                 
1 ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao 

People’s Democratic Republic for the Champasack Road Improvement Project. Manila (Loan 1369-LAO[SF], for 
$48 million, approved on 31 August 1995). 

2 ADB. 1993. Technical Assistance to the Lao People’s Democratic Republic for the Seventh Road Improvement. 
Manila (TA 1896-LAO, for $500,000, approved on 1 June 1993). 

3 ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao 
People’s Democratic Republic for the Sixth Road Improvement Project. Manila (Loan 1234-LAO[SF], for $26 
million, approved on 1 June 1993). 
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C. Purpose and Outputs 
 
6. The main purpose of the Project was to improve transport services in the region by 
providing all-weather road access between Chong Mek on the Thai border and Veun Kham on 
the Cambodian border. This was expected to provide several benefits such as (i) supporting 
economic growth and generating employment (and thereby reducing poverty) in the project 
road-influenced area; and (ii) supporting agriculture, industry, and tourism in the area. The 
purpose of the periodic maintenance allocation under the Project was continued support to the 
Government’s NR maintenance program.  
 
7. The main planned outputs of the Project at the appraisal stage were: 

(i) a 200 km all-weather standard road comprising NR10 4 and NR13, including 
construction of 32 permanent bridges (total of 1,355 meters [m]) to provide 
improved access to Cambodia and Thailand via Pakse in Champasack Province; 

(ii) an improved 2 km feeder road from NR13 to the Khong Island ferry terminal on 
the east bank of the Mekong River and provision of concrete ferry ramps on both 
sides of the river; 

(iii) rehabilitated spur roads from NR13 to the Wat Phu ferry terminal on the Mekong 
River (about 4 km), including provision of concrete ferry ramps on both sides of 
the river at Wat Phu; and spur roads to the Khone Falls (about 2 km) and to Veun 
Kham Port below the falls (about 8 km), both on the Mekong River; and 

(iv) periodic maintenance of about 400 km of important national and provincial roads. 
 
8. The project scope was revised during implementation to include the following additional 
works: 

(i) road alignment on NR10 from km 33 to km 39 altered to meet the Lao Nippon 
Mekong Bridge alignment and to divert the traffic around the village, 

(ii) extension of roadworks to include a new roundabout in Pakse, 
(iii) upgrade of the intersection at km 2, 
(iv) upgrade of side drains at selected locations, 
(v) provision of a new access road to the Khong Island ferry terminal, and 
(vi) upgrade of existing roads on Khong Island. 

 
9. The Project included the provision of consulting services for construction and 
maintenance supervision of the Project and detailed engineering of the proposed Xieng 
Khouang Road Improvement Project (which was scheduled for processing in 1997), although 
the latter was dropped from the scope during implementation.5 It also included two TAs as 
requested by the Government for further capacity building in the Ministry of Communications, 
Transport, Posts, and Construction (MCTPC): one for feeder road maintenance training, and the 
other for improving the management information system (MIS) at MCTPC. 
 
D. Cost, Financing, and Executing Arrangements 
 
10. At loan approval, the total project cost was estimated at $60.1 million, of which the 
foreign exchange component was $44.2 million. ADB provided a loan amounting to special 
drawing rights (SDR) 30.8 million, or $48 million equivalent, to cover the entire foreign exchange 
component and part of the local currency component. The remaining $12.1 million was funded 
                                                 
4 The road was originally NR10 until June 1997, after which the number was changed to NR16 (Decision 1312, 

Ministry of Communications, Transport, Posts, and Construction). 
5 ADB. 1997. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao 

People’s Democratic Republic for the Xieng Khouang Road Improvement Project. Manila (Loan 1533-LAO [SF], for 
$46 million, approved on 9 September 1997). 
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by the Government to cover the local currency component. After loan negotiations, the SDR 
depreciated by almost 12% against the US dollar. This reduced the dollar value of the loan to 
about $42.2 million, although this was sufficient to cover actual project costs. Details of the 
project cost are provided in Appendix 1. 
 
11. The Executing Agency (EA) for the Project was MCTPC. The Borrower was the 
Government of Lao PDR. A project management unit (PMU) was established to coordinate and 
manage the operations of the Project. MCTPC has been the EA for all previous and current 
ADB loans in the road sector in the country. 
 
E. Completion and Self-Evaluation 
 
12. ADB’s project completion report (PCR) was completed in October 2001 after the loan 
was closed on 26 July 2001. The PCR provided a detailed review of the outputs achieved, 
implementation performance of the consultants and contractors, schedule, and costs. The PCR 
involved an economic reevaluation and a revised benefits analysis. Project completion was 
delayed by 23 months, and the PCR provides the following reasons for the delay: 

(i) Equipment was insufficient to complete the works on time. 
(ii) Getting permits to import construction equipment was time-consuming. 
(iii) Pavement failures occurred on certain sections as well as staff management 

problems. 
(iv) Additional works were included during project preparation. 
(v) Bad weather conditions during the wet seasons limited the contractors’ work. 

 
13. While the PCR notes changes in the scope of civil works, the actual civil works 
completed differed further from what is stated in the PCR. The differences in the project scope 
included the following: 

(i) During appraisal, improvement of a 4.2 km access road (Km 30+800) to the Wat 
Phu ferry and provision of concrete ferry ramps were identified, but they were 
subsequently omitted from the Project. 

(ii) The PCR mentions inclusion of the Khone Falls ferry ramps upgrade. However, 
that, too, was taken out of the project scope. 

(iii) On the southern end of the project road, an 8 km access road to the river port of 
Veun Kham was identified for improvement, but it was not included in the scope 
of the completed Project. 

 
14. Although the above civil works were included in the report and recommendation of the 
President (RRP) and the ADB loan was sanctioned to cover these works, no specific reason has 
been provided for excluding them from the project scope during implementation. 
 
15. The PCR was silent on the fact that the project road actually ended in a forest, 6.9 km 
short of the Cambodian border. In other words, the project road did not provide continuous all-
weather access for traffic to and from Cambodia. However, this fact was stated in the 
supervision consultant’s PCR as “deletion of approximately 6 km of roadway,” without providing 
any more information or underlying reason behind it.6 

                                                 
6 Discussions with MCTPC and the Department of Communications, Transport, Posts, and Construction (DCTPC) 

staff determined that, shortly after the commencement of the construction on Contract D, a joint reconnaissance of 
DCTPC, the contractor, and the supervision consultant revealed that there had been an ongoing negotiation 
between the Lao PDR and Cambodia as to the actual location, “on the ground,” of the border demarcation line. As 
a result, the 6.9 km road link was taken out of the project scope. This resulted in a decrease in the cost of civil 
works amounting to about $643,000. 
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16. The periodic maintenance component covering about 400 km of national and provincial 
roads is stated in the PCR as having been reduced due to the depreciation of the SDR, resulting 
in 40 contracts being awarded to domestic contractors. However, it would have been useful to 
understand the nature and location of actual works completed under the loan. 
 
F. Operations Evaluation 
 
17. This project performance evaluation report (PPER) is based on project records, 
discussions with ADB staff, and information obtained by the Operations Evaluation Mission (OEM) 
to the Lao PDR in April 2005. The Mission was tasked with collecting and analyzing information 
needed for the assessment of the Project in terms of (i) relevance, efficacy and efficiency in 
achieving its outputs and purposes, sustainability of the outcomes, and institutional development 
and other impacts; and (ii) identifying key issues and lessons for future ADB operations. 
 
18. The OEM carried out random interviews with villagers; shopkeepers; hotel owners; 
forestry officials; Department of Communications, Transport, Posts, and Construction (DCTPC) 
officials; and people related to transport operations in the area. The OEM undertook a technical 
evaluation of project implementation, as well as a review of the allocations for routine and 
periodic maintenance along each section of the project road. As part of the OEM, a traffic count 
was undertaken (Appendix 2) at six locations along the project road, and a socioeconomic 
survey was undertaken (Appendix 3) to measure the overall benefits of the Project.  
 

II. PLANNING AND IMPLEMENTATION PERFORMANCE 
 
A. Formulation and Design 
 
19. By providing an all-weather access and, thus, supporting regional economic growth in 
southern Lao PDR, the Project was consistent with the development priorities of the 
Government and ADB. Besides upgrading the road surfacing to double bituminous surface 
treatment (DBST) standard, the Project included extensive earthwork, strengthening of the 
roadway structural section, and construction of bridges to replace inadequate one-lane bridges. 
The Project was split into four contracts to provide manageable construction packages for the 
contractors. The contract packages, ranging in value from $9 million to $13 million, comprised 
(i) Contract A: Chong Mek to Pakse (39 km); (ii) Contract B: Pakse to Phiafay (49 km); 
(iii) Contract C: Phiafay to Nasenphan (65 km); and (iv) Contract D: Nasenphan to Veun Kham 
(46 km). The sizes of the packages, except Contract C, are considered adequate. The relatively 
larger size of Contract C might have been a factor affecting the contractor’s performance. 
 
20. The focus on periodic maintenance by providing a specific allocation for it in the loan is 
highly relevant in the context of the Lao PDR, where maintenance funding has, in the past, 
consistently fallen short of requirements. 
 
21. The Project was expected to indirectly support economic growth and employment 
generation in the road-influenced area. Pursuant to discussions with local DCTPC officials, the 
OEM concluded that, while these economic objectives are being fulfilled as part of a continuous 
process, the Project could have been more effective if it had included an appropriate 
coordination mechanism with other infrastructure segments to create synergies at lower cost. 
The OEM was informed that, subsequent to project completion, an irrigation project was initiated 
that required some of the roads on Khong Island to be dug up for construction of canals and 
waterways. If this irrigation project had been formulated and implemented in conjunction with 
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the Project, cost savings could have been generated. To create such synergies in the future, 
complementarities need to be structured at the project formulation stage. 
 
22. The first millennium development goal (MDG) relates to poverty reduction. Economic 
growth and employment generation in the project area were expected to lead to reduced 
poverty. Research in the Lao PDR suggests that improvement in roads has had a high payoff in 
terms of reduced poverty incidence.7 Although the Project did not have a direct intervention 
relating to poverty reduction, it can be concluded that the project outputs were adequately 
designed to contribute to the achievement of this MDG (paras. 63–64). Appendix 4 provides 
details concerning changes in the poverty situation of the province. 
 
B. Achievement of Outputs 
 
23. The project road was completed in accordance with the objectives determined at appraisal 
with some modifications to the scope of work as discussed in para. 8 and the PCR. As expected, 
the road improvement significantly reduced road roughness; and in general, the international 
roughness index (IRI)8 has remained relatively low in the 5 years since the new DBST pavement 
has been open to traffic. Before the road improvement in 1994, the average IRI along the project 
road sections is estimated to have been in the range of 5–7, and it was assumed that the IRI 
“without the project” in 2000 would have increased to about 8, as the roadway had further 
deteriorated. Upon completion of the road improvement in 2001, the PCR estimated the 
roughness of all sections at 2.2. Subsequently, average roughness as measured by MCTPC in 
2003 was (i) Pakse to Chong Mek, 4.3; (ii) Pakse to km 8, 2.7; (iii) km 8 to Phiafay, 3.2; 
(iv) Phiafay to Nasenphan, 3.3; and (v) Nasenphan to Veun Kham, 3.1. The OEM estimated that 
2005 IRI values have changed little since the pavement survey measurements were taken in 2003. 
 
24. Specific roadway sections under Contract C had to be patched and resealed due to 
continued pavement failures along certain sections. These failures were the subject of a dispute 
among MCTPC, the supervision consultant, and the construction contractor.9 Dispute arose 
over the “falsification” of the material test results by the contractor. In discussions with the 
former project manager, the OEM determined that the primary cause of the poor quality of road 
construction was the utilization of poor quality subbase material, which was compounded by 
insufficient compaction of the subbase layer. MCTPC advised there have been allocations in 
excess of KN1.5 billion ($142,857) since project completion for resealing of sections under 
Contract C to rectify this problem. This level of expenditure should not be required for roads that 
are well designed and well constructed. 
 
25. Other than Contract C sections, the pavement has performed well during 5 years of 
service, considering an expected pavement service life of about 8 years before resealing would 
normally be expected. Appendix 5 provides a more detailed account of the technical evaluation of 
the project road. Reasons for the satisfactory performance of the pavement include the fact that 
the level of traffic on the project road is relatively low, and that a large percentage of vehicles 
using the road sections are lightweight such as motorcycles, pickups, and tuktuks10 (Appendix 2, 
                                                 
7 Warr, Peter. 2005. Road Development and Poverty Reduction: The Case of Lao PDR. Research Paper Series 64. 

Tokyo: ADB Institute. 
8 IRI is the principal method used to measure roughness of a road pavement and to relate it to riding comfort. 
9 One of the main reasons for delay in the project implementation related to the contractual problems on Contract C 

linked with the pavement failure on a 30 km section (from Km 58 to Km 88). Both the ADB PCR and the 
supervision consultant’s PCR provide remarkably similar analyses of the various problems encountered. Both 
PCRs blamed the contractor (JV of Samwhan Corporation and Bridge 1) for the unsatisfactory performance. 

10 A tuktuk is an auto rickshaw generally powered by a fitted motorcycle, effectively making it a three-wheeler 
motorcycle carrying passengers on the rear seat. 
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Table A2.2). However, heavier vehicles such as logging trucks, cargo trucks carrying various 
commodities, and oil tankers also use these sections, although the level of this traffic is low. 
Except for the urban area south of Pakse, the 2005 average daily traffic, excluding motorcycles, 
ranges from 424 vehicles per day (vpd) (Contract D) to 2,066 vpd (Contract B, beyond km 8). The 
low maintenance levels on the project road, discussed in paras. 61–62, could have been a major 
issue had the traffic levels been higher. The Project also included 32 prestressed concrete girder 
bridges and numerous box and pipe culverts, which appear to be in good condition, well 
maintained, and performing well.  
 
26. At appraisal, only a peripheral assessment was made of environmental and social 
measures; assessment of road safety appears to have been minimal. The RRP noted that the 
Project would not have any significant environmental impact and that the social issues would be 
limited to resettlement of about 185 people. MCTPC informed the OEM that this resettlement was 
avoided by realignment of the project road around these villages,  resulting in minimal disturbance 
to the existing settlements. The Project, however, had indirect environmental impacts that were 
apparent during the OEM’s site visit (paras. 76–78). 
 
27. One of the key issues, as discussed in para. 15, was the absence of a 6.9-km link road 
connecting the end of the Project with the Cambodian border. This has restricted the traffic 
from/to Cambodia on the project road and reduced the contribution of the Project to achieving 
the connectivity objective of the GMS cooperation strategy. 
 
28. Besides the road improvement in Champasack Province, the Project included a specific 
allocation of $2.2 million for periodic maintenance to support MCTPC’s ongoing maintenance 
program in other parts of the Lao PDR.11 The OEM attempted to conduct an audit trail of this 
amount. However, there was insufficient information available on the actual amount spent on 
maintenance activities during project implementation. MCTPC assured the OEM that the 
amount was spent in different provinces of the country, although details of specific maintenance 
contracts were not made available. Such information should have been monitored by ADB 
during project supervision and collated at the project completion stage to ensure that the funds 
were used for the intended purpose. 
 
C. Cost and Scheduling 
 
29. The Project was completed at a cost of $51.9 million, lower than the appraisal estimate 
(Appendix 1). The ADB loan financed $42.2 million or 81.3%12 of the project cost, and the 
Government met $9.7 million or 18.7% of the project cost. The appraisal estimate included 
physical contingencies, provisions for price escalation on the foreign exchange and local 
currency costs, and an estimate of the service charges during construction. Savings were 
generated due to the lower cost of periodic maintenance incurred and contingencies saved. 
 
30. While there was a reduction in the overall project cost, the civil works construction cost 
increased marginally by 7% due to the inclusion of additional activities (para. 8). This led to an 
increase in the total length of the project road, resulting in an actual reduction in the unit cost 
from $205,025 per km at appraisal stage to $178,238 per km at completion.13 This could reflect 
                                                 
11 The actual loan allocation was $4.5 million at the time of loan approval. This was reduced due to the depreciation 

of the SDR. 
12 This is consistent with the cost-sharing limit (of 80%) for ADB project financing on Group A countries (including the 

Lao PDR). 
13 At appraisal, the proposed length of 199 km was estimated to cost $40.8 million. At completion, the actual length 

was 246.3 km, costing $43.9 million. This comprised 193 km of actual roadworks completed plus other roadworks 
comprising Khong Island Ring Road, Khong Island Access Road, and Khone Falls Access Road (see summary of 
physical achievements in Appendix 5). 
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the fact that the additional roads constructed on Khong Island and the access roads to Khone 
Falls were of single bituminous surface treatment (SBST) type and not of the standard DBST-
type adopted for all other sections of the project road. 
 
31. The Loan Agreement was signed in September 1995 and became effective in December 
1995. The Project was completed in different phases, with the first section (Contract B) 
completed in December 1999 and the last section (Contract D) completed in May 2001. The 
delay was attributed to contractual problems and several additional works (para. 8). The loan 
closing date was extended twice due to the pavement failures on Contract C (para. 24) and the 
additional works involving Khong Island roads (Contract D). The delays in completing the 
Project did not have a significant negative impact on the economic internal rate of return (EIRR), 
since they were offset by the high growth in traffic.  
 
D. Procurement and Construction 
 
32. The supervision consultant’s contract was procured by the EA in accordance with ADB’s 
Guidelines on the Use of Consultants. The Government requested the retention of the design 
consultant for supervision in consideration of its satisfactory design performance. Consistent with 
ADB policy, this was approved by ADB during the management review meeting on 29 March 1995. 
The construction contracts were procured using international competitive bidding procedures 
following prequalification according to ADB’s Guidelines for Procurement. Bidders included 
contracting firms mainly from the People’s Republic of China (PRC) and Southeast Asia with joint 
ventures with local firms.  
 
33. The construction activities were generally satisfactory except for the pavement failures 
under Contract C. These pavement failures were discovered in October 1999, giving rise to a 
dispute between the supervision consultant and MCTPC as to the need for additional 
supervision inputs. 
 
34. A review of the PCR and discussions with MCTPC indicated that there was generally 
insufficient or delayed procurement of equipment by the contractor. In some cases, the 
contractors were new to Laotian conditions. In other instances resources were not managed 
properly. This could be attributed to the newness of using private sector contractors in the Lao 
PDR. Discussions with ADB staff currently working on other road improvements in the country 
indicated that private sector contractors had been generally efficient in providing equipment and 
resources. There had been an increase in the number of these contractors, as well as continued 
improvement in their performance.  
 
E. Organization and Management 
 
35. The EA was fully committed to the Project, with the Director General of the Department 
of Roads acting as an effective counterpart for ADB assistance. He was fully cognizant of all 
sector issues and made decisions as required. 
 
36. The Borrower substantially complied with 14 of a total of 16 loan covenants mentioned in 
the PCR. The exceptions were the following: 

(i) As per schedule 6, para. 5 of the Loan Agreement, MCTPC should have 
undertaken benefit monitoring and evaluation (BME) 2 years after project 
completion to ensure that project facilities were being efficiently managed and 
project benefits maximized. However, this was not undertaken. With MCTPC facing 
funding and resourcing constraints, the OEM noted that undertaking BME could not 
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be given high priority by MCTPC. Besides, impact on poverty at the project level 
needs to be monitored on a sample basis only.14 In view of this, the OEM does not 
feel the need for BME for the Project at this stage. 

(ii) As per schedule 6, para. 7 of the Loan Agreement, MCTPC needed to submit an 
annual road maintenance program, including budget allocations and 
implementation progress reports to ADB, before 1 July every year for the duration 
of the loan. However, this information has not been submitted. The OEM was 
informed that the World Bank is coordinating the program on behalf of the 
international aid agencies. In view of this, the OEM does not perceive a need for 
ADB to insist on receiving information relating to budget allocations and 
implementation progress since this is being handled by the World Bank for the 
entire country. 

 
37. ADB conducted 11 review and donor coordination missions for a total of 229 person-
days (average 21 person-days per mission) for the Project. This is a higher use of ADB staff 
time and resources than the average of 10 person-days per mission on other ADB projects in 
the Lao PDR at the same time.15 One underlying reason for this could be that the complexities 
arising from the problems on Contract C had to be resolved and that additional civil works were 
designed and constructed on Khong Island. ADB’s supervision was timely and effective in 
resolving problems. 
 

III. ACHIEVEMENT OF PROJECT PURPOSE 
 
A. Operational Performance 
 
38. Improvement of Transport Services. The OEM determined that, in general, with the 
improvement of the project road and the construction of new bridges, there was an improvement 
in transport services in the impact area. This improvement was evidenced by changes in several 
parameters, including traffic growth, transport prices, and transit times. 
 
39. Traffic Growth. A traffic survey conducted in April 2005 yielded growth rates in each 
category vis-à-vis the 2000 traffic count conducted after project completion as shown in Figure 1. 
 

                                                 
14 As per the Review of ADB’s Poverty Reduction Strategy (June 2004), establishing a clear linkage between project 

inputs and results is costly and difficult, and poverty effects at the project level are monitored on a sample basis 
only. 

15 ADB. 1998. Project Completion Report on the Fourth Road Improvement Project (Loan 1009-LAO[SF]) and Fifth 
Road Improvement Project (Loan 1108-LAO[SF]) in the Lao People’s Democratic Republic. Manila. 
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40. Traffic grew at an average annual rate of 22% after project completion (Appendix 2, 
Table A2.3). This is higher than the projected growth rate (5–7.5%) at the PCR stage. Trucks 
and motorcycles formed the biggest component of this growth in traffic. Motorcycles comprised 
about 65% of daily vehicles using the road, trucks for about 11%. The popularity of motorcycles 
and the resultant traffic growth are in line with the trend witnessed in neighboring countries. 
There has been a growth in bus traffic in the area south of Pakse owing to the rapid 
urbanization of this area, although the traffic level is still low on the section adjoining the 
Cambodian border. One reason could be the lack of an adequate link with Cambodia (para. 15). 
 
41. There has also been significant growth in freight traffic, although the absolute levels of 
freight traffic are still on the low side. Truck traffic increased by 912% since 2000 in the Contract 
D section, indicating the impact of the improved road. However, the absolute level of traffic on 
the section is low, with just 172 trucks per day traveling to and from the Cambodian border. 
Discussions with local officials and villagers indicated that this traffic could increase further with 
the establishment of an all-weather link road to the Cambodian border. Currently, some of the 
goods traded with Cambodia are transported by truck up to Veun Kham and then transferred 
onto boats for onward shipment. Traffic in periurban areas near Pakse witnessed a 104% 
increase since 2000, with current traffic levels at 1,192 trucks per day. Appendix 2 provides an 
update on the traffic volumes before and after the Project, as well as the yearly growth for each 
section of the project road. 
 
42. Freight traffic comprises mainly trucks carrying timber (logging trucks) and construction 
materials (Appendix 2, Table A2.4). The Contract B section witnessed maximum traffic growth 
from logging trucks since they originate across the Mekong River and feed the sawmills located 
outside Pakse. The Contract A section witnessed traffic growth from tankers bringing in oil from 
Thailand; it also witnessed increased imports of seafood from Thailand. 
 
43. Transport Prices. Generally in the Lao PDR, as in most countries, the extent to which 
the benefits of road improvements are transferred to end users is determined by the availability 
and competition in the provision of transport services. Private bus and truck operators provide 
most of the transport services, which are regulated mainly by provincial transport associations. 
These associations act as regulatory and coordinating bodies for outreach, routing, and 
frequency of services. The transport associations, although private in principle, report to the 
provincial DCTPC. The provincial governor is the tariff regulator and approves tariffs along the 
routes yearly based on diesel costs, road quality, and vehicle maintenance costs. Discussions 

Figure 1: Traffic Growth in 2005 over 2000
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with transport officials and villagers indicated that the initial benefits to end users of improved 
road access are clear, particularly in areas where accessibility was restricted prior to completion 
of the Project. Feedback from beneficiaries also indicated that the benefits of transport 
availability increase with all-weather accessibility. The transfer of vehicle costs and time savings 
from providers to end consumers is less obvious for improved road sections that were 
previously accessible but are now improved. The extent to which regulation of the transport 
services affects the distribution of net benefits between the end users of services in the project 
area and the transport operators is not as yet clear. 
 
44. Appendix 6 provides an analysis of the change in transport prices before and after the 
Project. There was a dip in the passenger transport prices in 2002 on the Pakse to Veun Kham 
section.16 While this reduction could be partly attributed to the improvement in the road condition 
causing a decrease in vehicle operating costs (VOCs), it could also be attributed to the static 
fuel prices during the period. Diesel prices in 2002 remained unchanged from 2001. This 
provided some relief to the transport operators in terms of opportunity cost. While this relief was 
only partial, the improvement in road conditions brought about a reduction in the operating costs, 
some of which appear to have been passed on to the passengers. 
 
45. Transit Times. Based on discussions with DCTPC and local villagers, the average speed 
of vehicles before the road improvement was estimated at 25 km/hour to 30 km/hour. After project 
completion, the average speed increased sharply to about 50 km/hour. The resulting 40–50% 
reduction in travel time is a significant indicator of the achievement of one of the Project’s main 
objectives. 
 
46. Road Safety. Road safety emerged as a key topic during discussions with local villagers, 
who perceived a significant increase in the risk of accidents due to high vehicle running speeds.17 
This safety issue is commonly experienced in similar rural road improvement projects in other 
countries. This issue could have been addressed better at the formulation stage by including 
additional signage and pavement markings into the design and construction. Some signage was 
utilized to indicate reduced speed zones, but little signage was used to indicate “school crossing,” 
“pedestrian crossing,” etc., and pedestrian crosswalk pavement markings were seldom 
employed.18 In some instances, since the schools and new developments have followed the road 
improvement, much of the additional signage and pavement markings need to be installed by 
DCTPC as an integral part of its ongoing safety and maintenance activities. Para. 92 highlights 
some of the potential issues arising in the future and linked to the improvement that will need to 
be addressed to ensure better road safety. 
 
47. The OEM noticed some instances of vehicle overloading, especially relating to logging 
trucks. There has been growing recognition within MCTPC of the long-term repercussions of 
this issue. To address this, MCTPC recently set up weighing stations along the project road. 
While the actual location of these weighing stations could be improved, there appears to be an 
adequate awareness of the problem and of the need to address it.19 
 

                                                 
16 The fall in passenger transport prices was in terms of both the Lao PDR kip and the US dollar (nominal and real). 
17 As per DCTPC records in Champasack Province, there has been a 71% increase in the number of accidents since 

project completion in 2001. 
18 The earlier Technical Assistance Performance Audit Report on Selected TA in Road Safety (OED, 2001) 

suggested that the Lao PDR government should strengthen legislation, enforcement, and awareness to encourage 
better road safety. 

19 The weighing stations are located at points where they cannot intercept heavily loaded logging trucks. Appendix 5 
discusses this point in greater detail. 
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48. Shoulder Wear. At numerous locations along all sections of the road, there is excessive 
breaking up of the outside edge of the shoulder. As traffic and roadside development continue 
to increase, this deterioration of shoulders will accelerate, eventually becoming widespread, and 
it will ultimately become a serious and expensive periodic maintenance problem in addition to 
being a road safety hazard. 
 
49. Right-of-Way Encroachments. Since project completion, there has been a sporadic but 
significant increase in roadside development (both dwellings and small shops), which typically 
should be constructed only outside of the 25-m right-of-way, and well away from shoulders, 
embankment slopes, and side drainage. There has been inadequate enforcement of the Lao PDR 
road law and land use law to prevent such encroachments on the right-of-way. 
 
B. Performance of the Operating Entity 
 
50. Over the years, MCTPC has acquired competency in critically reviewing contracts, 
assessing design standards, analyzing bills of quantities, and carrying out complicated 
procurement procedures. For contract supervision, MCTPC continues to use consultants. 
Although local capacities within the private sector are improving, for larger contracts MCTPC 
appoints international consultants. 
 
51. The OEM considers the performance of both MCTPC and DCTPC on the Project to be 
good. In general, workmanship and materials used in the road rehabilitation were of such quality 
that only minimal maintenance expenditures have been required to maintain the road at an 
adequate level of service. A second factor that has allowed the road to retain a high level of 
service is that the traffic using it is predominately smaller vehicles. Maintenance procedures to 
date have consisted of yearly routine maintenance carried out by locally appointed villagers 
(typically divided into 5-km and 10-km sections), consisting of cleaning drainage ditches and 
channels, cutting back trees and other vegetation, and general “housekeeping” activities along 
the roadway. The villagers are typically given an annual contract by DCTPC for carrying out this 
maintenance. This creates further employment opportunities for them besides improving their 
participation in infrastructure maintenance.  
 
52. Road Maintenance Fund. The Government established an RMF in January 2001, with 
RMF collections beginning in February 2002. These consist of (i) fuel levy; and (ii) road and 
bridge tolls, heavy vehicle surcharge, and overweight fines. The RMF operates as part of 
MCTPC but has a separate advisory board. Decisions about fund allocation are approved by the 
advisory board as well as the MCTPC Minister. This provides a focus on maintenance 
allocations while retaining the strategic perspective of MCTPC.  
 
53. The RMF receives technical and financial support from the World Bank and the Nordic 
Development Fund under the World Bank’s Road Maintenance Program (RMP). The RMP is 
coordinated by MCTPC with technical support from the Swedish International Development 
Agency (SIDA) under the second Lao-Swedish Road Sector Project. Both the Government and 
the international aid agencies contribute to this Fund in an approximate ratio of 30–70%. This is 
perceived to be a positive step in the direction of better maintenance of both national and 
provincial roads in the country. ADB allocated $2 million to the funding of maintenance through 
the RMF under Loan 1795-LAO.20 
 
                                                 
20  ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao 

People’s Democratic Republic for the Rural Access Roads Project. Manila (Loan 1795-LAO[SF], for $25 million, 
approved on 7 December 2000). 
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54. MCTPC has yet to adopt a structured process of maintenance planning. Currently, each 
provincial DCTPC sends an annual list of maintenance interventions requiring funds to MCTPC, 
which approves specific projects based on the availability of funds and MCTPC’s prioritization. 
The OEM was informed that this process is being streamlined with technical support from SIDA 
and capacity-building support from the World Bank. 
 
55. Periodic Maintenance. On the project road, periodic maintenance has been carried out 
only on specific sections covered by contracts A and C. The quality of the work (resealing) is 
considered adequate. Taking into account the level of traffic on other sections, the OEM 
estimated that maintenance will be required from 2008 onward. Accordingly, periodic 
maintenance forecasts for the Project have been provided for 2006, 2007, and 2008, with a 
projected available budget for each year of $250,000, for which funds have been allocated from 
the RMF.  
 
56. Decentralization of Procurement. MCTPC has effectively decentralized to the 
provincial DCTPCs almost all procurement procedures linked to the award of maintenance 
contracts. The Champasack Province DCTPC prepares tender documents using standardized 
processes, calls for tenders, evaluates, and awards contracts (after MCTPC approval). This 
frees up MCTPC staff to become more involved in policy-related matters as well as in managing 
the RMF. The World Bank has highlighted the resource gaps in the DCTPCs of other provinces 
that have created problems in effectively managing these procurement functions. During 
discussions with the World Bank and MCTPC, the OEM was given to understand that capacity-
building measures are being undertaken to address this issue. 
 
57. To ensure better competition among contractors, MCTPC has standardized a national 
competitive bidding procedure for all maintenance contracts. The DCTPCs advertise such 
tenders nationwide to encourage contractors from one province to bid in another province. This 
approach has been adopted to ensure better value for money for the DCTPCs. 
 
C. Economic Reevaluation 
 
58. The Project is forecast to produce an economic benefits stream with a net present value 
of $84.3 million (based on 2005 prices and an opportunity cost of capital of 12%) during its 20 
years of service as compared with cumulative economic costs of $34.7 million. Quantified 
project benefits include incremental savings in VOCs for normal and generated traffic, and net 
savings in road maintenance costs. The results from separate analyses for each main road 
section and for the whole route exceed appraisal targets and build on earlier achievements at 
project completion (Table 1). The methodology and results of the economic analysis are 
presented in Appendix 7. 
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Table 1: Economic Internal Rates of Return (base case, %) 

Contract Origin-Destination Project  
Appraisal 

Project 
Completion 

Operations 
Evaluation 

A Chong Mek-Pakse 15.3 21.0 23.8 
B Pakse-Phiafay 18.1 31.4 37.1 
B1 Pakse-Kilometer 8 Junction 24.6 ─ 44.2 
B2 Kilometer 8 Junction-Phiafay 17.4 ─ 35.6 
C Phiafay-Nasenphan 12.7a 9.8 21.4 
D Nasenphan-Veun Kham —.a 6.7 16.4 
Total Project Chong Mek-Veun Kham 15.9 19.0 26.3 

— = not available or not calculated. 
a At appraisal, the economic internal rate of return was calculated for the whole section from Phiafay to Veun 

Kham (111 kilometers). 
Sources: ADB. 2001. Project Completion Report on the Champasack Road Improvement Project in the Lao 

People’s Democratic Republic. Manila; and Operations Evaluation Mission. 
 
59. The base case EIRR for the whole route is 26.3% as compared with 15.9% at appraisal 
and 19.0% at project completion. The roads will produce more significant social benefits in their 
influence areas.21 The higher EIRR is due largely to the savings in VOCs on the project route 
and to higher traffic volumes. Sensitivity tests were undertaken on the whole project route to 
examine the effects of variations in some critical assumptions to the net flow of benefits. The 
results of the sensitivity analysis are given in Appendix 7, Table A7.9. 
 
60. An analysis of the project EIRR indicates that the higher traffic volumes in the earlier 
years would offset potential negative developments later during the Project’s life. For example, if 
the Project had an economic life of just 10 years and there were no maintenance interventions 
during this period, the project EIRR would fall to 22%, still a highly satisfactory outcome. 
 
D. Sustainability 
 
61. The key to sustainability of the project road, and in reality all NRs in the Lao PDR, will be 
the ability to annually fund the RMF at appropriate levels. As per MCTPC’s current estimates, 
the annual input to the RMF is only about 30% of the total amount needed to finance the 
maintenance on the entire NR network. In rough terms, the annual inflow to the RMF is 
$6 million, while the maintenance need for the entire network for 2005 is about $20 million. The 
inflow to the RMF is projected to rise to about $9 million by 2009, but even if the annual 
maintenance need remains constant (which is quite unlikely), the RMF would still not be able to 
meet 50% of the national maintenance budget requirement. Besides additional funds from the 
normal budget process, external funds from international aid agencies will clearly be required to 
keep the RMF solvent and the NR system in a state of reasonable repair. The World Bank and 
SIDA are working closely with MCTPC in developing and funding the RMF.  
 
62. The basic quality of the project road is satisfactory, with the surfacing technology and 
pavement design utilized being appropriate. With the increasing traffic, the OEM estimates that 
periodic maintenance will need to be carried out annually starting in 2006 (5 years after project 
completion). Based on the information provided by MCTPC, the OEM assumes that annual 

                                                 
21 The economic reevaluation did not quantify social costs such as the incidence of road accidents. DCTPC data 

show that the occurrence of accidents increased from an average of 199 per year from 1997 to 2000 to 297 per 
year from 2001 to 2004. The severity of accidents also increased, with average deaths from road accidents 
increasing from about 41 per year from 1997 to 2000 to about 59 per year from 2001 to 2004. Losses or damages 
were estimated to average KN230.3 million (or about $47,000) per year from 1997 to 2000 and around 
KN660.5 million (or about $69,000) per year from 2001 to 2004. 
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allocations of $250,000 will be forthcoming from 2006; and that over time, these allocations could 
gradually increase to $300,000 and then to $400,000 every year. Based on these assumed annual 
allocations, the OEM estimates that all the road sections in the Project could be resealed twice 
between 2000 and 2020, or on the average one resealing for each km every 10 years. This is 
considered as a minimum level of periodic maintenance, and precludes any additional allocations 
that may be necessary to keep the Contract C section at an acceptable level of serviceability. These 
assumptions and contemplated maintenance programs were discussed and confirmed with MCTPC 
and found to be reasonable. 
 

IV. ACHIEVEMENT OF OTHER DEVELOPMENT IMPACTS 
 
A. Socioeconomic Impact 
 
63. Poverty Reduction. Appendix 4 provides an analysis of the various indicators of change 
for poverty reduction in Champasack Province and more specifically in Khong Island. The 
analysis indicates that there has been a general reduction in poverty in the project impact area. 
While this could be partly attributed to the Project, other factors could also have contributed. In 
view of this, poverty reduction and the socioeconomic impact have been analyzed in terms of 
changes after project completion rather than direct impacts of the Project.  
 
64. A socioeconomic survey was undertaken as part of this PPER (Appendix 3). The survey 
covered 18 villages in the project area, with a sample of 15 households in every village. The 
findings of the survey appear to be representative for the entire population in the rural areas 
impacted by the Project. The samples comprised a mix of poor, middle class, and rich 
households. Despite the poverty in the rural areas adjacent to the Project, these areas had 
access to health and education services even before the Project was formulated. After project 
completion, people in these areas perceived a further improvement in the availability of health 
care, education, clean water, and other such basic amenities. 
 
65. Enabling Expansion of Electricity Network. Most rural parts of the project area did not 
have access to electricity before the Project. The main reason was the lack of reliable road 
access. Interviews with villagers indicated that the electric distribution systems were set up soon 
after road construction. Électricité du Laos, the power utility, connected each village as soon as 
it got road access.22 It may be surmised that improvement in road access triggers growth in the 
electricity network.  
 
66. Migration. The OEM’s random interviews indicated that most of the houses constructed 
in the rural areas adjacent to the project road were new, i.e., after the Project had been 
completed. There has been some migration of village folk from outlying villages to areas 
adjacent to the road. This has had environmental impacts that are discussed in para. 78. 
 
67. Livelihood Diversification. Most of the villagers interviewed in the project area owned 
or worked in paddy fields during the wet season. Agriculture remains the predominant 
occupation, with 73% of the households involved in this sector. With the improvement of the 
road, these villagers diversified into other professions such as shopkeeping, running small 
hotels, and operating taxis to supplement their agricultural income. Project completion 
contributed to this diversification of livelihood alternatives, since these businesses require a 
good road. In the villages located along the project road, there are many household businesses 
such as handicraft making, tire repair shops, small restaurants, etc. Most households in these 
                                                 
22 The Lao Expenditure Consumption Survey of 1997/98 and 2002/03 show a 6% rise in the number of villages in 

Champasack Province with access to electricity. 
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villages have an average income per month of KN300,000–500,000 ($30–50), with an average 
of 5 persons per household. This is significantly higher than the provincial average income from 
grain farming of KN203,417 per month per household for Champasack Province.23 
 
68. Women’s Participation. The villagers’ interviews indicated that there had been an 
increase in the participation of the women in road maintenance activities. Although most of 
these activities were limited to village roads, villagers in Khong Island indicated that all the 
project roads on the island were maintained by the villagers, with major assistance from the 
village women. Usually, the village chief organizes a “Red Day” when the women come together 
and carry out routine maintenance such as cleaning roads and drains. While these are voluntary 
activities conducted occasionally, DCTPC appoints villagers (including women) on an annual 
basis to conduct regular routine maintenance (para. 51). In addition, the OEM observed that 
women actively participated in running small businesses such as roadside shops, restaurants, 
and petrol stations. In some cases, these activities were operated by the women independently. 
 
69. Industrial Growth. The industry sector in Champasack increased by 150% in number of 
industries from 1996 to 2003. However, large and medium industries actually decreased by 3% 
in the same period (Appendix 8). While some of the industrial segments have grown in the past 
5 years, the presence of an improved road does not seem to have resulted in an increase in the 
number of larger industries. Although the presence of an improved road is a necessity, it is not 
sufficient for the development of industries.  
 
70. Human Immunodeficiency Virus/Acquired Immunodeficiency Syndrome and 
Sexually Transmitted Infections. Discussions with villagers in the project impact area 
indicated that there have been no known cases of human immunodeficiency virus/acquired 
immunodeficiency syndrome (HIV/AIDS) or sexually transmitted infections (STIs). The OEM 
could not confirm this formally with the health authorities in the area. However, with the increase 
in the subregional trade with Cambodia and Thailand, traffic levels could rise. A potential fallout 
of this change is that it opens up remote areas to road construction workers, truckers, traders, 
and tourists, thus increasing the risk of transmitting HIV/AIDS and STIs to unaware and 
vulnerable groups, especially ethnic minorities.24 This issue could be addressed by creating 
awareness of these diseases and by educating the people on the ways of detecting, treating, 
and preventing them. 
 
71. Subregional Cooperation. The Project was formulated within a subregional strategic 
framework involving Cambodia and Thailand. One of the key aims was to promote tourism and 
trade in the project-influence area. Appendix 9 provides the key aspects of project impacts on 
subregional cooperation in terms of trade and tourism. A synopsis is provided here. The impact 
of the Project on subregional cooperation would be greater if the missing 6.9-km segment to the 
Cambodian border were completed. 
 
72. Tourism. Secondary data provided by the National Tourism Authority indicate that from 
1998 to 2004 there was a 128% increase in the number of tourists visiting Champasack 
Province. Khong Island, Vat Phou Temple, and the Khone Phapheng waterfalls are the main 
attractions in the province and are located in the project area. The project road has played a key 
role in attracting tourists from Thailand to Pakse and to Champasack Province as a whole. 

                                                 
23 State Planning Committee National Statistical Center. 1999. The Households of Lao PDR: Social and Economic 

Indicators, Lao Expenditure and Consumption Survey 1997/98 (LECS 2); and Committee of Planning and 
Cooperation. National Statistical Center. 2004. LECS 2002/03 (LECS 3). 

24 ADB. 2004. Country Gender Strategy Report on Lao PDR. Manila; UNDP-SEAHIV Publication Building an Alliance 
with Transport Sector in HIV Vulnerability Reduction, Bangkok. 
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While no specific statistics are available for the actual number of Thai tourists visiting 
Champasack Province, discussions with local hoteliers indicated that these tourists form nearly 
80% of the total tourists visiting the province. The importance of a good road connecting Ubon 
Ratchathani in Thailand to Champasack Province via Chong Mek in promoting tourism was 
acknowledged during the OEM interviews.  
 
73. Trade with Thailand. Based on the traffic count conducted in April 2005 and comparing 
its results with those from the October 2000 traffic count (conducted as part of the PCR), the 
average number of trucks passing through the Thai border increased from 193 per day in 2000 
to 198 per day in 2005. This could indicate that large-scale trading activities have been slow to 
increase with Thailand. During the site visit, the OEM noted that the majority of trucks from and 
to Thailand were oil tankers bringing oil from Thailand and returning empty. There has been a 
major increase in small vehicle activity across the project road from and to the Thai border on 
the Contract A section. This could indicate an increase in small-scale local trading activities 
such as fish trading, handicrafts, vegetables, etc. across the border with Thailand.  
 
74. Trade with Cambodia. Comparing the results of the traffic count conducted in April 
2005 with that conducted in October 2000, there was a six-fold increase since project 
completion in the number of trucks on the road toward Veun Kham on the Cambodian border. 
However, very few trucks actually cross the border to Cambodia due to the absence of the final 
6.9-km link road (para. 15). Trading of goods by river from the Veun Kham jetty is more 
common. The full potential of trade with Cambodia will be realized only after the construction of 
the final 6.9-km. 
 
75. The project road falls under the GMS comprising Cambodia, PRC, Lao PDR, Myanmar, 
Thailand, and Viet Nam. A GMS Cross-Border Transport Agreement (GMS Agreement) is in the 
process of finalization and is expected to be implemented in 2007/2008. This Agreement will 
facilitate cross-border transport of goods and people. The project road has the potential to serve 
as a key link among Cambodia, Lao PDR, and Thailand. 
 
B. Environmental Impact 
 
76. Logging. Upgrading roads in rural areas facilitates illegal logging in the Lao PDR.25 The 
OEM discussed this problem with local officials and villagers. The project area was prone to 
deforestation at the time of project completion. Since then, the Government has laid down 
specific regulations to control logging in the area. Current regulations specify a quantum of logs 
that can be cut annually in Champasack Province. These logs are auctioned by the Government 
to get the best price. Some of the logs are also exported to Viet Nam. Interviews with forest 
officials and a timber mill owner indicated that government regulations are being followed and 
that logs are cut from the production forests only. The OEM did not observe any instances of 
illegal logging. 
 
77. Timber Mills. Because of government regulations, the local timber mills do not get a 
sufficient supply of logs to operate at their capacity. This has resulted in the closure of at least 
one timber mill. One of the biggest timber mills in the Lao PDR located in the project-influenced 
area was alleged to be currently operating at 50% of its full capacity. As a result of the decline in 
supply, timber prices have increased by 30% in the province during the last year.26 
 

                                                 
25 ADB. 2004. Country Gender Strategy on Lao PDR. Manila. 
26 Estimates based on discussions with local people living and working along the project road. 
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78. Migration. The OEM observed a trend in migration taking place along the project road. 
Migration from outlying villages to areas adjacent to the project road is resulting in the clearing of 
forest buffer zones. The area between Ban Seng Village and Ban Pao Village is being cleared 
using slash-and-burn techniques at a rapid pace, because the soil in this area is more fertile for 
paddy fields. Appendix 10 includes a photograph taken by the OEM in April 2005 to illustrate this 
point. Migrants tend to clear the forest area to build their houses and to create paddy fields. 
Although the Government has identified a forest reserve with headquarters at Ban Thang Beng 
Village, the reserve is underresourced. It relies on the villagers to convey information about any 
such encroachments. The impact of migration on the environment could have been mitigated if 
the Project had included a district level plan to regulate such illegal settlements and thus to 
prevent indiscriminate clearing of forests. MCTPC advised the OEM that such district level plans 
have been pilot tested in other parts of the Lao PDR and found to be successful. 
 
C. Impact on Institutions and Policy 
 
79. Review of Attached TAs. The Project included two TAs: (i) Feeder Roads Maintenance 
Training,27 and (ii) MIS in MCTPC.28 While MCTPC appreciated the significant support provided 
by these TAs, information on their outputs and effectiveness was not available for assessment. 
The PCR rated them as successful, and MCTPC supported this conclusion.  
 
80. It was reported that the training TA carried out field training programs in four provinces 
(Phongsaly, Houaphanh, Sayaboury, and Champasack), and this was further extended to other 
provinces. The OEM could not ascertain the effectiveness of this training distinct from other 
capacity-building measures implemented by MCTPC. However, MCTPC has adjudged this TA 
as useful.  
 
81. The MIS TA assisted MCTPC in applying MIS in the Ministry and coordinating project 
implementation activities in accordance with ADB’s guidelines. This TA included assistance in 
the privatization process for two specific enterprises relating to road construction and 
maintenance. It was implemented successfully. The TA also produced a paper for the use of the 
Highway Design and Maintenance (HDM) Standards Model as a suitable tool for detailed road 
maintenance planning in MCTPC. There was no training element in this TA for the use of the 
HDM model, since that was purported to have been included in a separate World Bank TA. 
However, the OEM found an absence of adequate in-house capacity in MCTPC to use this 
model. Apparently, MCTPC relies on consultants to develop and run the model. The MIS 
training was further extended in a subsequent ADB loan (footnote 5) to cover procurement, 
contract management, project monitoring, accounting, and audit. 
 
82. Local Private Sector Development. With the increase in infrastructure construction and 
maintenance activities in the region, there has been an increase in the number of private 
contractors operating there. Data derived from TA 2388-LAO indicate that there was just one 
private contractor (Yingchokchay Import Export Company) operating in Champasack Province in 
1997. With the development of the project road and other NRs in the province, four private 
contractors and one public sector contractor29 were registered with MCTPC in 2004. 
                                                 
27 ADB. 1995. Technical Assistance to the Lao People’s Democratic Republic for Feeder Roads Maintenance Training. 

Manila (TA 2388-LAO, for $350,000, approved on 31 August 1995). 
28 ADB. 1995. Technical Assistance to the Lao People’s Democratic Republic for Management Information System in 

MCTPC. Manila (TA 2389-LAO, for $350,000, approved on 31 August 1995). 
29 MCTPC registration includes five contractors of various classes: (i) Integrated Road and Bridge Construction 

Company, (ii) Champasack Road Construction and Maintenance Company, (iii) Maniphet Road Construction and 
Maintenance Company, (iv) Bridge No. 1 Construction, and (v) State Enterprise of Irrigation Construction 
Champasack Province. 



 18 

 
V. OVERALL ASSESSMENT 

 
A. Relevance 
 
83. At the appraisal stage, the Project supported the Government’s strategy for improving NRs 
in the Lao PDR, especially the need to connect the northern and southern parts of the country. 
Besides enabling efficient, cost-effective traffic movement within the country, the road links 
Thailand with Champasack Province. Although the Project was designed to link Cambodia also, 
this objective was only partly fulfilled due to the absence of the 6.9-km link road on the Lao PDR-
Cambodia border. Although this link road was originally included in the project scope, it was 
removed during implementation. The resulting cost savings were used to build SBST roads in 
Khong Island. Thus, while this change in scope may have reduced the positive impact of the 
Project on regional cooperation, it enhanced the poverty reduction impact in Khong Island. The 
Project has been successful in linking Veun Kham on the Cambodian border with Pakse, enabling 
an increase in traffic in the area. On an overall basis, the Project is rated highly relevant. 
 
B. Efficacy 
 
84. The main purpose of the Project was to improve transport services in the region by 
improving the project road. This has been achieved. Most of the project outputs were as 
planned, with some minor deviations. The Project’s outcomes were highly positive in terms of 
reducing the transport costs and transit times. These project outcomes helped to create an 
enabling environment for economic development in the influence area. There was a general 
reduction in poverty and a clear improvement in regional cooperation. Overall, the Project is 
rated as highly efficacious. 
 
C. Efficiency 
 
85. The Project used existing road alignments with some deviations to avoid relocating 
villagers. This helped in reducing social disruption at a small increase in costs. It enabled the 
road to be connected to the new Lao-Nippon Mekong Bridge. There was effective coordination 
with other aid agencies to ensure this. Given the projected rise in traffic volumes, the EIRR is 
expected to be 26.3%.The Project is rated highly efficient.  
 
D. Sustainability 
 
86. Although the maintenance requirements on the project road have been low in the initial 
years after completion, the road will need periodic maintenance in the medium term. The 
Government is committed to continuing with the RMF to ensure a streamlined and planned 
approach to maintenance. Based on the current dialogue among the Government, ADB, and 
other international aid agencies on maintenance, the main issues are being targeted and it is 
reasonable to anticipate that there will be a phased stepping up of the financing of the RMF. 
The Lao PDR is a relatively small country, and a streamlined approach of this nature should 
yield positive results in the future. Other development impacts, including regional cooperation, 
appear to be positive and sustainable. Overall, the Project is likely to be sustainable.  
 
E. Institutional Development and Other Impacts 
 
87. TAs associated with the Project had a satisfactory institutional impact and promoted 
private sector participation. One of the TAs helped MCTPC to privatize two government 
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enterprises. The other TA assisted in the provision of training at provincial levels. While the 
environmental concerns (e.g., deforestation due to construction activities) identified during 
implementation were addressed, the Project gave rise to other issues linked with migration 
impacting the environment. Overall, the socioeconomic impact appears to be positive and is 
rated as significant, as the economic growth that took place in the road influence area helped to 
improve people’s incomes and standard of living. 
 
F. Overall Project Rating 
 
88. Based on the overall assessment of the five evaluation criteria and the standard 
weighting system of the Operations Evaluation Department, the Project is rated as highly 
successful.  
 
G. Assessment of ADB and Borrower Performance 
 
89. The Borrower fulfilled 14 of 16 obligations under the Loan Agreement as stated in the 
PCR. The two covenants not fulfilled are discussed in para. 36. The performance of MCTPC 
has improved consistently as it has implemented more ADB (and World Bank) projects. Issues 
relating to Contract C were unexpected. The resulting additional inputs from ADB were helpful in 
supporting MCTPC in resolving the related issues. The PMU performance was satisfactory. 
During implementation, ADB coordinated closely with MCTPC to facilitate changes in project 
scope. This enabled more appropriate allocation of funds, e.g., when the scope of Contract D 
was reduced due to the exclusion of certain sections, the surplus funds were used to provide a 
better quality road on Khong Island. Overall, the performance of both the Borrower and ADB is 
rated as satisfactory. 
 

VI. ISSUES, LESSONS, AND FOLLOW-UP ACTIONS 
 
A. Key Issues for the Future 
 
90. Road Maintenance. The RMF has been set up and appears to be receiving adequate 
policy support from the Government. Although the Fund is currently facing a deficit, this shortfall 
is expected to be reduced progressively. There could be short-term issues relating to the 
prioritization of road projects in the country. In the longer term, it is expected that these issues 
will be resolved by a current World Bank program (RMP2). 
 
91. Forest Encroachment. The issue of encroachment by villagers on forest areas is often 
associated with road improvements (para. 78). The nature of the problem needs to be better 
understood by MCTPC before a comprehensive solution can be found. While community 
participation programs are helpful in reducing the impact of this problem, they cannot solve it 
completely. Ongoing road improvements in other parts of the Lao PDR are likely to face this 
issue. MCTPC and international aid agencies need to address this issue in a more 
comprehensive manner. 
 
92. Road Safety. Road improvements result in higher running speeds for vehicles. This, 
together with increasing populations living along the road, means that traffic accidents and 
fatalities will increase unless road safety issues are addressed. Potential road safety issues that 
are likely to arise in the future include (i) lack of enforcement of posted speed limits and lack of 
appreciation by drivers of the rationale for speed limits; (ii) increasing pedestrian traffic, both 
crossing and along the roadway; (iii) lack of adequate shoulder width for vehicular stops and 
parking; and (iv) continued breakdown of the edges of shoulders. A number of earlier project 
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performance audit reports30 highlighted road safety as an integral part of all road designs. This 
PPER identifies a similar lesson for future road projects. 
 
93. HIV/AIDS and STIs. The incidence of HIV/AIDS and STI often increases with a rise in 
traffic levels and in areas near construction camps. The Government and international aid 
agencies should recognize and address this issue in project designs. This will involve a 
combination of information, education, and communication programs to raise awareness and 
encourage prevention, as well as detection and treatment. 
 
B. Lessons Identified 
 
94. To achieve better subregional cooperation, an integrated approach is needed. In the 
case of the Project, the full benefits of the improved road within Lao PDR will not materialize 
unless there is a proper linking road within Cambodia. A road project could have been initiated 
in Cambodia within the GMS framework to link the project road with an improved road in 
Cambodia. The GMS Program is an ideal platform for such integrated planning of infrastructure 
in the region. However, such an integrated approach should consider each country’s transport 
plan. The OEM was informed that a new project under the GMS Program has been initiated in 
Cambodia to link the project road with Stung Treng in Cambodia. This project is being financed 
by the PRC Government.  
 
95. Geographic targeting is one way to develop synergies in ADB’s operations. In this case, 
savings could have been generated if a related project (viz., irrigation) had been initiated in 
parallel with the Project, at the formulation stage, on Khong Island. This approach could have 
avoided the need for the irrigation project to dig up the roads after project completion. 
Geographic targeting and developing synergies need to be considered during the formulation of 
the country strategy and program and country strategy and program updates. 
 
96. The contractor did not perform to the required level for Contract C. The materials used 
by the contractor for preparing the subbase were substandard, resulting in pavement failure that 
had to be rectified, causing delays in project completion and additional costs. While the 
contractor can be held accountable for such problems, the supervision consultant should be 
involved in a proactive manner to help detect such problems and plan remedial measures. 
Material testing should be conducted jointly in the presence of both the contractor and the 
consultant. 
 
97. The OEM attempted to trace the $2.2 million amount allocated for periodic maintenance 
on other roads. MCTPC assured the OEM that the allocated funds had been appropriately used 
in different parts of the country. However, there was insufficient information made available on 
the location and the nature of these interventions. Such information should be monitored during 
project administration and collated at the project completion stage to ensure that the funds have 
been used for the intended purpose. 
 
98. Requiring that BME be undertaken 2 years after project completion was a standard 
clause in loan agreements when the Project was processed. The lesson learned from this 
Project is that there is a high risk that such covenants will not be complied with. Greater 
recognition needs to be given to the fact that EAs do not wish to allocate their scarce funding for 
such studies, as their day-to-day operations do not require such data. While ADB placed priority 
on monitoring project impacts on poverty for every project, the EAs did not feel that this was the 
                                                 
30 For example, ADB. 2004. Project Performance Audit Report on the Road Overlay and Improvement Project in 

Bangladesh. Manila. 
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most appropriate way to spend their limited budget. Impact evaluations at the sector and 
country level would yield an adequate understanding of the socioeconomic benefits of road 
projects. At the institutional level, ADB appears to have learned this lesson and now recognizes 
that, due to considerable costs and problems in establishing clear linkages between project 
inputs and impacts, monitoring of poverty effects at the project level will be done only on a 
sample basis.  
 
99. The OEM observed a number of encroachments by villagers on to the right-of-way along 
the project road. MCTPC and DCTPC need to initiate action to remove such structures and 
prevent further encroachments in the future. DCTPC should enforce the existing road and land 
use laws to prevent such encroachments and enable better road safety. This is applicable not 
only on the project road, but also on others roads in the Lao PDR. 
 
C. Recommendations 
 
100. In light of the findings of this PPER, the following recommendations have been identified 
for consideration by the Government and ADB: 
 
Recommendation Responsibility 
  
For ADB (and Government) Consideration  

1. ADB could work within the GMS Program to encourage 
successful completion of the border negotiations between the Lao 
PDR and Cambodia. This will enable MCTPC to complete the 
construction of the 6.9-km link from the end of the project road 
(near Veun Kham intersection) to the Cambodian border post to 
enable uninterrupted access from Champasack Province to towns 
in Cambodia. Subject to the resolution of these negotiations, 
activities leading up to the development of this link could be 
initiated to enable the completion of the road in time for the 2007 
implementation of the GMS Agreement. ADB should explore 
possible ways of including this link road in ongoing or future 
projects in the country. 

Mekong Regional 
Department 
(MKRD) to initiate 
dialogue with the 
Government 

2. MCTPC should develop a modern road maintenance planning 
system. Such capacity building should be undertaken at the junior 
management level to ensure that a trained workforce is created 
for updating and running models such as the HDM model. Such 
needs could be addressed within the RMP2 program of the World 
Bank. Since the RMP2 is well under way, MCTPC could fit this 
activity into the broader schedule of the RMP2. Before the end of 
2006, ADB should discuss this approach with MCTPC and the 
World Bank to enable such an inclusion. 

MKRD to initiate 
dialogue with 
MCTPC and the 
World Bank 
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PROJECT COST 
 

Summary of Project Costs and Financing 
($ million and %) 

 
Item Appraisal  Actual 
 Foreign Local Total  Foreign Local Total 

Actual/ 
Appraisal (%) 

         
A. Base Cost 37.1 12.7 49.8 38.8 12.4 51.2 102.8 
1. Right of way 0.0 0.2 0.2 0.0 0.0 0.0 0.00 
2. Civil works construction 30.6 10.2 40.8 32.5 11.4 43.9 107.6 
3. Civil works maintenance 3.5 1.0 4.5 1.6 0.6 2.2 48.9 
4. Consulting services 3.0 0.9 3.9 4.7 0.4 5.1 130.8 
5. Project management  0.0 0.4 0.4 0.0 0.0 0.0 0.0 
        
B. Contingencies 6.3 3.2 9.5 0.0 0.0 0.0 0.0 
        
C. Interest During Construction 0.8 0.0 0.8 0.7 0.0 0.7 87.5 
        
 Total 44.2 15.9 60.1 39.5 12.4 51.9 86.4 
        
Financing        
ADB Loan 44.2 3.8 48.0 39.5 2.7 42.2 87.9 
Borrower  0.0 12.1 12.1 0.0 9.7 9.7 80.2 
 Total 44.2 15.9 60.1 39.5 12.4 51.9 86.4 
     

ADB = Asian Development Bank. 
Source: ADB. 2001. Project Completion Report on the Champasack Road Improvement Project in the Lao People’s 
Democratic Republic. Manila. 
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SUMMARY RESULTS OF TRAFFIC COUNT SURVEY 
 
A. Background 
 
1. The objective of the survey was to understand the patterns and the composition of traffic 
currently using the project road and to provide a basis for evaluating the traffic growth before 
and after the road improvement. More specifically, the purpose of the traffic count was to update 
previous traffic data on the project road and also to estimate the possible traffic movement in 
the near future. 
 
2. The traffic volume was counted in every direction before and after a selected junction 
and along a straight road based on the following categories: 

(i) pedestrians; 
(ii) bicycles; 
(iii) ox-carts and animals; 
(iv) hand tractor; 
(v) motorcycle; 
(vi) tuktuk; 
(vii) car, jeep, taxi; 
(viii) pickup; 
(ix) small bus, modified pickup (maximum 14 seats); 
(x) medium bus (maximum 25 seats); 
(xi) heavy bus (more than 25 seats); 
(xii) light truck (less than 4 tons); 
(xiii) medium truck (2 axles); 
(xiv) heavy truck (3 axles); and 
(xv) truck-trailer. 

 
3. The survey, conducted by domestic consultants, began on 4 April 2005 and was 
completed on 26 April 2005. The traffic volumes were counted at six sections with an origin-
destination survey covering the entire 24-hour period. A detailed traffic count survey report 
drafted by the domestic consultants is provided in Supplementary Appendix A.  
 
B. Traffic Characteristic and Volume 
 
4. The majority of the population along National Road 13 south of Pakse used motorcycles, 
and it is expected that motorcycles will continue to form a major component of the traffic in 
urban and periurban areas in the near future. The survey revealed that heavy traffic was 
concentrated in the sections located close to Pakse City. 
 
5. The vehicle possession ratio in this area is currently on the higher side at about 
87 vehicles per 1,000 population in 2005 (as against 29 vehicles per 1,000 population in 2000; 
see Table A2.1). This, along with poor surface conditions on some sections,1 makes traffic 
management difficult, resulting in increased accident rates. In the short to medium term, 
motorbikes and pickups are expected to be a major component of the traffic in most urban areas 
and in some rural areas of Champasack Province. 

                                                 
1 Especially sections under Contract C. 
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Table A2.1: Vehicle Possession Ratio in Champasack Province 

 
Item Year 
 2000 2005 

(as of March 2005) 
Population 571,900 646,800 
Vehiclesa per 1,000 persons 29 87 

a Including motorcycles and tuktuks. 
Source: Department of Communication, Transport, Posts, and Construction, Champasack Province.  

 
6. Vehicle statistics from the Department of Communications, Transport, Posts, and 
Construction show that there was a distinct rise in the number of vehicles registered in 2001, the 
year that the project road was completed. Whereas the average number of vehicles registered 
in Champasack was 2,072 every year up to 2000, there were 10,377 vehicles registered in 2001. 
The majority of vehicles registered in 2001 were motorcycles, which was readily apparent in the 
traffic studies undertaken by the Operations Evaluation Mission. The level of vehicle 
registrations has been at comparable levels since then. Apparently, there was a large import of 
motorcycles from the People’s Republic of China in 2001, resulting in a boom in that market 
segment. 
 
C. Average Daily Traffic for 24 Hours 
 
7. Maximum traffic flow was observed on the section from Pakse to kilometer 8 (south of 
Pakse) with average daily traffic (ADT) at 14,463 vehicles. The highest hourly traffic volumes 
were recorded from 8:00 am to 9:00 am and from 5:00 pm to 6:00 pm. The lowest traffic 
volumes were observed at the section Nasenphan-Veun Kham Junction (project area) with an 
ADT at 1,278 vehicles. Table A2.2 provides a comparison of the traffic volumes at appraisal, at 
completion, and at evaluation stages. Table A2.3 summarizes the yearly traffic growth for each 
section. Table A2.4 summarizes the freight traffic for each section at the evaluation stage. 
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Table A2.2: Comparison of Traffic Volumes (1996, 2004, 2005) by Section 
 
Item 

 

Contract A 
Chong Mek to Pakse 

Contract B 
Pakse to Km 8 

 

Contract B 
Km 8 to Phiafay 

Contract C 
Phiafay to Nasenphan 

 

Contract D 
Nasenphan to Veun Kham 

       
Motorcycle 
Car/Pickup 
Bus 
Truck 

120 
200 

25 
100 

Motorcycle 
Car/Pickup
Bus 
Truck 

465
592
173
270

Motorcycle 
Car/Pickup 
Bus 
Truck 

204
246

69
134

Motorcycle 
Car/Pickup 
Bus 
Truck 

40
23

7
14

Motorcycle 
Car/Pickup
Bus 
Truck 

(not counted at 
Appraisal)

Appraisal 
(1994 traffic 
count) 

Total 445 Total 1,500 Total 653 Total 84 Total
       

Motorcycle 
Car/Pickup 
Bus 
Truck 

722 
273 
101 
193 

Motorcycle 
Car/Pickup
Bus 
Truck 

3,987
1,369

272
583

Motorcycle 
Car/Pickup 
Bus 
Truck 

1,594
555
177
400

Motorcycle 
Car/Pickup 
Bus 
Truck 

67
108

55
32

Motorcycle 
Car/Pickup
Bus 
Truck  

104
85
59
17

PCR (2000 
traffic count) 

Total 1,289 Total 6,211 Total 2,726 Total 262 Total 265
       

Motorcycle 
Car/Pickup 
Bus 
Truck 

1,652 
518 
312 
296 

Motorcycle 
Car/Pickup
Bus 
Truck 

10,729
2,056

484
1,192

Motorcycle 
Car/Pickup 
Bus 
Truck 

2,876
834
459
773

Motorcycle 
Car/Pickup 
Bus 
Truck 

505
374
266
244

Motorcycle 
Car/Pickup
Bus 
Truck 

856
155

97
172

PPER (2005 
traffic count 

Total 2,778 Total 14,461 Total 4,942 Total 1,389 Total 1,280

PCR = project completion report, PPER = project performance evaluation report. 
Sources: Asian Development Bank and Operations Evaluation Mission traffic count survey. 
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Table A2.3: Summary of Yearly Traffic Growth by Section 

 
Yearly Percentage Traffic Increase (%) Section Traffic Mix 

1994–2000 2000–2005 
    
Contract A 
Chong Mek to Pakse 

All Traffic 
All Traffic (excluding motorcycles) 

19 
10 

17 
15 

Contract B 
Pakse to Km 8 

All Traffic 
All Traffic (excluding motorcycles) 

27 
14 

18 
11 

Contract B 
Km 8 to Phiafay 

All Traffic 
All Traffic (excluding motorcycles) 

27 
17 

13 
13 

Contract C 
Phiafay to Nasenphan 

All Traffic 
All Traffic (excluding motorcycles) 

21 
28 

40 
35 

Contract D 
Nasenphan to Veun Kham 
 

All Traffic 
All Traffic (excluding motorcycles) 

(insufficient data, no count 
at appraisal) 

37 
21 

Sources: Asian Development Bank and Operations Evaluation Mission traffic count survey. 
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Table A2.4: Freight Data – Freight Flow by Vehicle Type 
 
Section Direction Commodity Type (%) 
  

Total Vehicles 
Surveyed 

(units) 
1 2 3 4 5 6 7 8 9 10 11 12 

Total 
(%) 

A – CHM-PKS A (CHM-PKS) 121 12.4 10.7 11.6    44.6  2.5 5.8  12.4 100 
 B (PKS-CHM) 4 100.0            100 
                
B1 – PKS-KM8 A (PKS-KM8) 62 1.6 8.1   30.6  14.5  4.8   40.3 100 
 B (KM8-PKS) 57 10.5 1.8  1.8 24.6  1.8  1.8 3.5  54.4 100 
                
B2 – KM8-KM14 A (KM8-KM14) 127     40.9  6.3     52.8 100 
 B (KM14-KM8) 149     10.7  8.1     81.2 100 
                
B3 – KM14-Phiafay A (KM14-Pfay) 39  10.3   5.1  53.8 2.6 10.3 2.6  15.4 100 
 B (Pfay-KM14) 59 3.4  1.7  42.4  20.3     32.2 100 
                

A (Pfay-NSP) 34  5.9     88.2  2.9 2.9   100 C – Phiafay-
Nasenphan B (NSP-Pfay) 32 3.1    43.8  3.1  3.1 6.3  40.6 100 
                

A (NSP-VKM) 57 1.8 12.3  1.8 1.8  40.4  3.5 1.8 7.0 29.8 100 D – Nasenphan- 
Veun Kham B (VKM-NSP) 86 2.3 2.3 2.3 4.7 2.3  4.7  9.3 7.0  65.1 100 
                

CHM-PKS = Chongmek-Pakse, KM8-KM14 = Kilometer 8-Kilometer 14, KM8-PKS = Kilometer 8-Pakse, KM14-KM8 = Kilometer 14-Kilometer 8, KM14-Pfay = Kilometer 8-
Phiafay, Pfay-KM14 = Phiafay-Kilometer 14, Pfay-NSP = Phiafay-Nasenphan, NSP-Pfay = Nasenphan-Phiafay, NSP-VKM = Nasenphan-Vien Kham, PKS-CHM = Pakse-
Chongmek, PKS-KM8 = Pakse-Kilometer 8, VKM-NSP = Vien Kham-Nasenphan. 
Source: Operations Evaluation Mission. 
 
Classification of Commodity Group 
Commodity No. Commodity Group 

1 Animal and agricultural products 
2 Mining/petrol 
3 Chemical 
4 Rubber and plastics 
5 Wood/timber, paper 
6 Textiles 
7 Construction material (stone, glass, clay, concrete) 
8 Metal products 
9 Machinery and electronics 
10 Transport equipment 
11 Others 
12 Empty 

 
Sources: Guidebook on Statewide Travel Forecasting (CFS data), p. 52; and Basic Data Collection Services in Preparation Studies for ASEAN Highway Network 

Development. 
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SOCIOECONOMIC SURVEY 
 
A. Background 
 
1. This appendix provides a summary of the findings of the socioeconomic survey 
conducted by domestic consultants. A detailed survey report is provided in Supplementary 
Appendix B. The outcome of this survey was basically to identify the changes that have taken 
place since the Project was completed. It is not possible to attribute all these changes to the 
Project directly; however, it can be surmised that the Project enabled these changes in part or in 
full. 
 
2. Survey specifications 

(i) Survey Period 
(a) Start of Survey: 5 April 2005 
(b) First Period: 5 April 2005 to 12 April 2005 
(c) Second Period: 18 April 2005 to 26 April 2005 
(d) Total Survey Period: 17 days (including 4 days travel) 

(ii) Survey Sites. The socioeconomic survey of the Champasack Road 
Improvement Project had two components. The first part focused on households, 
and the second part on the social impact of the road improvement project. The 
survey was carried out along the following sections of the project road:  
 (a) Section A: From Chongmek to Pakse 
(b) Section B: From Pakse to Phiafay 
(c) Section C: From Phiafay to Nasenphan 
(d) Section D: From Nasenphan to Veun Kham 

 
B. Village and Household Selection 
 
3. Eighteen villages in the project area were selected for the socioeconomic survey’s 
household component, with a sample of 15 households per village: 5 poor, 5 middle-income, 
and 5 rich. The households selected for the survey were suggested by the head of each village. 
 
4. A total of 270 households were surveyed in the project road area. The households were 
distributed as follows: 

(i) 92 poor households; 
(ii) 87 middle-income households; and 
(iii) 91 rich households. 

 
5. The socioeconomic survey was carried out along the four contract sections as follows: 

 (i) Contract A. Eight villages were selected for a total of 120 households located 
approximately 0–5 kilometers (km) from the road (two villages near the road and 
six villages at about 5 km from the road). 

(ii) Contract B. Four villages were selected for a total of 60 households located 
approximately 0–5 km from the road (one village near the road and three villages 
less than 5 km from the road). 

(iii) Contract C. Three villages were selected for a total of 45 households located 
approximately 0–5 km from the road (one village near the road and two villages 
less than 5 km from the road). 

(iv) Contract D. Three villages were selected for a total of 45 households located 
approximately 0–5 km from the road (one village near the road and two villages 
less than 5 km from the road). 
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C. Change of Income Perception after Road Improvement 
 
6. The households were asked whether their income had changed after the road 
improvements. More than 70% of the people reported an increase in income after project 
completion (Table A3.1). The opinion was consistent among villagers living near the project 
road as well as those living at a distance from it. 
 

Table A3.1: Income Perception 
 

Total Rich Middle Poor Description 
 Households (%) Households (%) Households (%) Households (%) 
No change 22 26 12 30 
Less income now 1 1 1 0 
More income now 76 73 87 67 
Do not know 1 0 0 3 
 100 100 100 100 
 N=270 N=91 N=87 N=92 

Source: Operations Evaluation Mission socioeconomic survey. 
 
D. Factors of Improvement 
 
7. As part of the survey, households were asked which factors contributed most to the 
improvement in living conditions. More than 85% of the households stated that land ownership 
and health care were important factors (Tables A3.2–A3.4). Villages near the project road stated 
that electricity was an important factor; however, those away from the project road did not 
perceive it to be that important. This would imply that villages located away from the project 
road relied more on the traditional means of livelihood that did not require electricity. 
 
8. Households were asked whether the indicators mentioned in Tables A3.2–A3.4 had 
improved after project completion. Roughly half the households stated that there was a positive 
change in the land ownership pattern, i.e., more people owning land. This land could be created 
out of forests as part of the land development schemes of each village. Although this has a 
distinct impact on the environment, the village chiefs have the authority to expand the land 
available for agriculture. 
 

Table A3.2: Poor Households' Perception since the Project was Implemented 
 

No Positive  Negative No  Indicator for Improvement 
 Change (%) Change (%) Change (%) Answer (%) 
Improvement in job opportunities and wage levels 14 34 3 49 
Land ownership improvement 42 49 0 9 
Health care availability 27 60 4 9 
Education availability  22 49 2 27 
Credit availability 4 0 0 96 
Ownership of transport/road vehicle 5 15 0 79 
Advice on agriculture practices 13 13 4 60 
Seed availability 4 17 5 73 
Clean water availability 9 58 0 34 
Irrigation availability 7 7 1 86 
Electricity availability 3 85 0 12 
Cow/buffalo/hand tractor availability 11 62 0 27 
Agricultural tools availability 9 34 0 58 
N=92     

Source: Operations Evaluation Mission socioeconomic survey. 
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Table A3.3: Middle Households' Perception since the Project was Implemented 

 

No Positive  Negative No  
Indicator for Improvement 
 

Change 
(%) 

Change 
(%) 

Change 
(%) 

Answer 
(%) 

Improvement in job opportunities and wage levels 8 45 9 38 
Land ownership improvement 45 52 0 3 
Health care availability 31 52 10 7 
Education availability  15 52 14 20 
Credit availability 7 0 0 93 
Ownership of transport/road vehicle 6 22 0 72 
Advice on agriculture practices 16 10 9 64 
Seed availability 8 25 13 54 
Clean water availability 6 60 1 33 
Irrigation availability 6 5 0 90 
Electricity availability 0 87 0 13 
Cow/buffalo/hand tractor availability 5 84 1 10 
Agricultural tools availability 5 43 1 52 
N=87     

Source: Operations Evaluation Mission socioeconomic survey. 
 

Table A3.4: Rich Households’ Perception since the Project was Implemented 
 

No Positive  Negative No  
Indicator for Improvement 
 

Change 
(%) 

Change 
(%) 

Change 
(%) 

Answer 
(%) 

Improvement in job opportunities and wage levels 11 70 2 16 
Land ownership improvement 47 53 0 0 
Health care availability 23 69 4 3 
Education availability  25 57 2 15 
Credit availability 32 26 2 40 
Ownership of transport/road vehicle 2 56 1 41 
Advice on agriculture practices 41 19 1 40 
Seed availability 26 32 3 38 
Clean water availability 24 70 3 2 
Irrigation availability 23 23 3 51 
Electricity availability 22 77 0 1 
Cow/buffalo/hand tractor availability 30 62 0 9 
Agricultural tools availability 20 44 0 36 
N=91     

Source: Operations Evaluation Mission socioeconomic survey. 
 
9. Some of the villages had access to health care before the Project was formulated. 
Despite that, most villagers perceived an improvement in heath care facilities after project 
completion. There was an improvement in most of the other indicators including education, 
credit, agricultural-related information, and tools. 
 
10. The impact on electricity was perceived to be particularly positive, since most electricity 
distribution lines were set up subsequent to the availability of an improved road. The majority of 
the people survey perceived a distinct improvement in the availability of electricity. 



 

 

Appendix 3       31

 
E. Perception of Price Variations 
 
11. In general, households perceived an increase in prices since the Project was completed 
(Tables A3.5–A3.7). This could be attributed more to inflationary effects than to the Project itself. 
 

Table A3.5: Poor Households 
 

Increase Decrease No Change No Answer Description 
 (%) (%) (%) (%) 
Agricultural products 72 4 14 10 
Agriculture fund 5 1 11 83 
Pesticides 20 1 10 70 
Fertilizer 31 2 7 59 
Household goods 51 0 1 48 
Transport service 16 2 10 72 
Education (books, school fees) 29 1 4 43 
Health care 26 0 9 47 
N=92     
Source: Operations Evaluation Mission socioeconomic survey. 

 
Table A3.6: Middle Households 

 
Increase Decrease No Change No Answer Description 

  (%) (%) (%) (%) 
Agricultural products 81 1 9 4 
Agriculture fund 4 0 9 83 
Pesticides 32 0 5 64 
Fertilizer 54 0 5 41 
Household goods 55 1 4 40 
Transport service 27 0 8 66 
Education (books, school fees) 59 1 2 38 
Health care 57 2 6 34 
N=87     
Source: Operations Evaluation Mission socioeconomic survey. 

 
Table A3.7: Rich Households 

 
Increase Decrease No Change No Answer Description 

(%) (%) (%) (%) 
Agricultural products 46 3 7 44 
Agriculture fund 29 0 23 49 
Pesticides 22 0 30 44 
Fertilizer 48 0 15 37 
Household goods 59 0 7 34 
Transport service 43 1 23 33 
Education (books, school fees) 66 0 0 34 
Health care 44 0 22 34 
N=91     
Source: Operations Evaluation Mission socioeconomic survey. 
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F. Market Profile 
 
12. Table A3.8 indicates that the majority of the farmers sell their produce at an assigned 
market place, where they expect to get a better price vis-à-vis selling to a trader who visits their 
farms. 
 

Table A3.8: Place where Households Sell Agricultural Products 
 

Total Rich Middle Poor 
Description 
  

Households 
(%) 

Households
(%) 

Households 
(%) 

Households 
(%) 

Village market 38 30 40 44 
District market 31 18 31 44 
Provincial market 22 44 22 0 
To wholesaler who comes to the farm 4 3 1 7 
To neighbor 4 4 3 4 
Other 1 0 2 0 

 N=270 N=91 N=87 N=92 
Source: Operations Evaluation Mission socioeconomic survey. 

 
G. Change in Business Activities 
 
13. The households were asked if they had opened any new business or undertaken any 
new activity after the road improvement. The findings showed that around 28% of households in 
group 1 villages started a roadside shop, but only few households in this group started a 
handicraft business (Table A3.9). In comparison, more households in group 2 villages started a 
handicraft business and fewer opened a shop (Table A3.10). However, 55–60% of households 
in both groups did not start any new business activity after the road improvement. 
 
Table A3.9: New Business Activities Undertaken by Households After Road Improvement 

in Villages in Group 1 (located within 3 kilometers of project road) 
 

Total Rich Middle Poor Description 
 Households (%) Households (%) Households (%) Households (%) 
Nothing 60 43 65 73 
Shop or store 28 38 27 20 
Garage 1 0 0 2 
Repair shop 1 0 2 0 
Handicraft 1 0 0 2 
Transport service 8 20 2 2 
Restaurant/guesthouse 0 0 0 0 
Other 2 0 4 2 
  100 100 100 100 

 N=162 N=56 N=51 N=55 
Source: Operations Evaluation Mission socioeconomic survey. 
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Table A3.10: New Business Activities Undertaken by Households After Road 

Improvement in Villages in Group 2 (located more than 3 kilometers from project road) 
 

Total Rich Middle Poor Description 
 Households (%) Households (%) Households (%) Households (%)
Nothing 55 39 56 70 
Shop or store 16 25 11 11 
Garage 1 3 0 0 
Repair shop 0 0 0 0 
Handicraft 17 13 25 14 
Transport service 8 14 8 3 
Restaurant/guesthouse 2 6 0 0 
Other 1 0 0 3 
 100 100 100 100 

 N=108 N=35 N=36 N=37 
Source: Operations Evaluation Mission socioeconomic survey. 

 
H. Type of Transport Used for Carrying Products to Markets 
 
14. The project road has enabled more households to bring their produce to the markets. 
The majority of the households rely on minibuses to carry their produce (Table A3.11). This 
causes overloading of the minibuses carrying people, cattle, and farm produce. In addition, the 
local people living in the areas adjacent to the road expressed concern about noise and dust 
pollution. These are obvious concerns arising out of an increase in traffic. 
 

Table A3.11: Type of Transport Households Use to Bring Product to the Markets 
 

Total Rich Middle Poor 
Description 
 

Households 
(%) 

Households 
(%) 

Households 
(%) 

Households
(%) 

Bus 2 0 2 4 
Minibus 70 62 76 70 
Tractor 2 2 2 2 
Hand tractor 25 18 33 25 
Car 0 0 0 0 
Pickup 1 1 2 0 
Motorbike 47 34 42 66 
Bicycle 9 6 16 6 
Tuktuk, jambo 7 2 4 15 
Walk 7 6 5 9 
Other 2 1 2 2 

 N=193 N=85 N=55 N=53 
Source: Operations Evaluation Mission socioeconomic survey. 

 
I. Benefit from Improved Road 
 
15. The majority of households reported a definite benefit from the road improvement (Table 
A3.12) in the form of improved earnings, reduced travel times, improved convenience of travel, 
etc. 
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Table A3.12: Benefits of Road Improvement 

 
Total Rich Middle Poor 

Description Households 
(%) 

Households 
(%) 

Households 
(%) 

Households 
(%) 

Benefit 98 99 95 100 
No benefit 2 1 5 0 
No impact 0 0 0 0 
 100 100 100 100 

 N=270 N=91 N=87 N=92 
Source: Operations Evaluation Mission socioeconomic survey. 

 
J. Perception of Change in Traffic Threats 
 
16. The majority of households were concerned about the new risks relating to fast driving 
and resultant accidents (Table A3.13). Poor households were not very concerned about the 
impact on the environment (Table A3.14), perhaps because of lack of knowledge relating to this 
impact. 
 

Table A3.13: Comments on Traffic Changes 
 

Total Rich Middle Poor 
Description Households 

(%) 
Households

(%) 
Households 

(%) 
Households

(%) 
Concerned about fast driving 94 85 98 100 
Concerned about accidents occurring more often 86 67 92 99 
No safety for people and animals 96 90 98 100 
Concerned about people's life and property 86 66 97 97 
Concerned about environment (trees) 66 67 77 55 

 N=270 N=91 N=87 N=92 
Source: Operations Evaluation Mission socioeconomic survey. 
 

Table A3.14: Household Concerns about Pollution 
 

Total Rich Middle Poor 
Description Households 

(%) 
Households 

(%) 
Households 

(%) 
Households 

(%) 
No concern 12 10 20 8 
Yes, noisy cars 55 48 53 64 
Yes, air pollution 60 34 66 80 
Yes, dust 70 67 63 78 
Yes, solid wastes (specify) 4 1 7 4 

 N=270 N=91 N=87 N=92 
Source: Operations Evaluation Mission socioeconomic survey. 
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POVERTY REDUCTION IN CHAMPASACK PROVINCE 
 
A. General Indicators 
 
1. The project impact area is largely rural, comprising about 135 villages with a total 
population of 60,500 located within a distance of 8 kilometers (km) on both sides of the project 
road. At a distance of 2 km from the project road, there are approximately 50 villages. 
 
2. A provincial level analysis of various poverty indicators, such as consumption and 
access in wet season, could be appropriate in this context, given that the project road has had 
an impact on part of the province. The following analysis is based on secondary data drawn 
from the Lao Expenditure and Consumption Survey (LECS) of 1997/981 and that of 2002/03.2 
Since the Project was completed in between these two surveys, data from them provide an 
appropriate level of changes that could be partly attributable to the Project: 

(i) Total monthly consumption in Champasack Province increased from KN33,480 
per household in 1997 to KN1.05 million per household in 2003. This was 
marginally lower than the Lao People’s Democratic Republic’s (Lao PDR) urban 
and rural consumption of KN1.09 million per household, but much higher than the 
Lao PDR (rural only) consumption of KN0.85 million per household in 2003.  

(ii) Most households in the rural areas engage in agricultural activities of various 
forms. Average income from agriculture in Champasack Province grew from 
KN0.42 million/household in 1997 to KN2.44 million/household in 2003. 

(iii) Land ownership improved in Champasack Province. In 1997, 76% of households 
owned land in the province. This figure increased to 91% in 2003, indicating that 
there was a gradual shift from tilling another person’s farm to owning a piece of 
land. 

(iv) In 1997, only 43% of the villages in the province could be reached by truck in the 
wet season. In 2003, this increased to 52%. 

 
3. A number of other indicators show a gradual improvement in the poverty situation in 
Champasack Province. The province appears to be doing much better economically than many 
others in the Lao PDR. Most of the indicators in the LECS surveys show that economic 
development in Champasack is better than the national average. 
 
B. Khong Island 
 
4. An analysis of the poverty situation in Khong Island could provide a more specific insight 
into the possible impact of the Project. The Project included improving approximately 47 km of 
existing roads on Khong Island. This island, located in the Mekong River, is physically insulated 
from the rest of Champasack Province. A ferry connects it to the mainland. The main occupation 
of the people on this island is agriculture, although this is gradually changing, since they are 
diversifying into other occupations. During discussions with residents on the island, they heavily 
attributed the change in their economic conditions to the presence of the improved road. 
 
5. The poverty reduction fund (PRF) of the Lao PDR Government initiated a survey to 
estimate the level of poverty in different provinces. In Khong Island, the PRF has a survey office 
that provided key indicators of change on the Khong Island, summarized in Table A4: 

                                                 
1 Published by the State Planning Committee, National Statistical Center. December 1999. 
2 LECS 2002/03 (LECS3), published by the Committee of Planning and Cooperation. National Statistical Center. 

March 2004. 
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Table A4: Key Indicators 

 
Year Total 

Population 
Surveyed 

Total 
Number 

of 
Villages 

Villages 
Lacking 
Health 

Facilities 
(%) 

Villages 
Lacking 

Education 
Facilities 

(%) 

Villages 
Lacking 
Water 
Supply 

(%) 

Villages 
Lacking 

Road 
Access 

(%) 
2001/02 70,444 136 20 11 38 30 
2003/04 70,210 136 22 7 9 0 

Source: Poverty Reduction Fund, Lao People’s Democratic Republic. 
 
6. The data show that there was  overall improvement in access to basic infrastructure, 
except for health facilities. The reason for the decline in access to health facilities is not 
apparent; a point to be noted is that the island had good health facilities before the Project was 
completed. At the same time, the socioeconomic survey (Appendix 3) indicated that people 
living in the project area perceived a general improvement in health care facilities. 
 
7. All the other indicators show a distinct improvement that could be heavily, though not 
wholly, attributed to the Project. In the case of both education and water supply, the 
Government has been pursuing an expansion of facilities independently. However, the presence 
of an improved road helped these efforts by providing easier access for transport of goods and 
materials to the remote parts of the island. 
 
8. Access to Better Agricultural Credit. With the provision of better access to remote 
areas, a number of operations of agricultural banks in rural areas have improved. Although the 
Agricultural Promotion Bank (APB) of the Lao PDR had a branch on Khong Island, its annual 
credit disbursements were limited to KN2 billion in 2000. With improved access to and within the 
island, APB expanded its operations, increasing its disbursements to KN6 billion in 2004. Other 
factors responsible for the rise in credit were increase in demand due to changes in agricultural 
patterns, as well as easing up of the credit application procedures. 
 
9. Changes in Agricultural Patterns. Before the Project was completed, farmers used to 
grow one rice crop in a year and could manage their livelihoods with it. However, with better 
access to markets, farmers have been attempting to produce two rice crops in a year. This has 
been hampered to a certain extent by the lack of irrigation and by the high cost of installing 
irrigation systems. In some other cases, farmers have diversified into growing cash crops such 
as tobacco, with high profit margins. An unexpected benefit of the Project has been that the 
traders have now organized a transport service wherein their trucks pick up agricultural produce 
directly from the farms. This has been made possible due to improved roads. 
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TECHNICAL EVALUATION OF ROAD CONDITION 
 
A. General Overview 
 
1. In general, with the exception of part of the road under Contract C, the quality of 
construction of both roads and bridges under all four contracts was good, and all are operating 
in a serviceable manner. The geometric criteria used in the design were appropriate, as was the 
pavement design and type of surfacing—double bituminous surface treatment (DBST). The 
typical cross section of the road improvement is 7.0 meters (m) wide DBST pavement, with 1.0 
m wide shoulders (0.5 m paved with single bituminous surface treatment [SBST]). The typical 
roadway structural section consists of 0.15 m subbase, 0.20 m base course, and a nominal 0.02 
m DBST surface course. Major and minor drainage structures are performing adequately. The 
bypasses and realignments incorporated into the Project during design and construction were 
appropriate and are functioning well. Routine and periodic maintenance activities have been 
minimal but have been adequate. Traffic volumes on all sections of road are significantly higher 
than projections at appraisal and at the project completion report (PCR) stage. The only section 
of the Project where traffic congestion will be an issue in the near future is that part of Contract 
B from Pakse to Kilometer (km) 8 (at the intersection of national road [NR] 13S and NR16E), 
where the average daily traffic (ADT) observed during the Operations Evaluation Mission (OEM), 
excluding motorcycles and tuktuks, was 3,732 vehicles per day (vpd). If these light vehicles are 
included, the ADT jumps to 14,461 vpd. Highway furniture and signage are adequate in some 
places, although in others, with the development of new schools, etc., the signage needs to be 
improved. In a number of areas, pavement markings along the centerline are inadequately 
maintained. 
 
B. Review of Documents 
 
2. The technical evaluation included a review of available contract drawings; some monthly 
supervision reports that were still available at the Ministry of Communications, Transport, Posts, 
and Construction (MCTPC); and detailed discussions with MCTPC and Department of 
Communications, Transport, Posts, and Construction (DCTPC) officials who have been involved 
with the implementation and maintenance of the Project. In particular, the original DCTPC 
project manager who was resident on site during all construction activities and who was 
responsible for overseeing the Project on behalf of the Government, was made available to the 
OEM for all Champasack provincial site meetings and field inspections. 
 
C. Summary of Road Conditions 
 

1. Contract A 
 
3. This heavily traveled 39 km section of two-lane highway is part of NR16W. It begins at 
the Thai border at Chong Mek and ends at the westerly approaches of the newly constructed 
Lao Nippon Mekong River Bridge west of Pakse. There is an important intersection with 
Provincial Road (PR) 902 about midway along this road section near the village of Lak 12. 
Some logging trucks were observed entering NR16 from PR902, traveling east toward Pakse. 
Of the four contracts, Contract A shows the greatest degree of pavement deterioration, with an 
average international roughness index (IRI) of 4.3 as recorded in 2003. Trucks typically queue 
up approaching the Thai border, parking on the shoulder, which has caused significant 
excessive breaking up of its outside edge. The easterly 5 km of the section follows a southerly 
realignment to meet the new Mekong River Bridge thereby avoiding a series of congested, 
semiurbanized neighborhoods. This realignment was implemented during construction. There 
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was no net change in the length of the contract, but additional civil works costs (variation orders 
005 and 006) increased the contract by about $585,000, primarily for additional earthworks. 
Contract A includes four new bridges, the longest being the Phek Bridge, which was inspected 
by the OEM. Some lengths of this road section were partly resealed in 2003, and additional 
lengths are scheduled for resealing as part of the Champasack Road Maintenance Fund (RMF) 
periodic maintenance programmed for 2008/2009. 
 

2. Contract B 
 
4. This 49 km section of NR13S has typically been divided into two sections for analysis: 
Pakse to km, 8 and km 8 to Phiafay (Km 49+700). The initial section traverses the rapidly 
developing, urbanized, southern approach to Pakse. The section begins just north of a new 
roundabout near km 1 and terminates at the new channelized intersection of NR13S and NR16E, 
the road to Paksong. Traffic is extremely high along this entire section, with the road often 
operating as a four-lane facility. Some sections, particularly those located near a teacher’s college, 
are highly congested, with average running speeds during many hours near 50 kilometers per 
hour. Beyond the intersection with NR16E, the road becomes much more rural, and traffic drops 
dramatically. Contract B has had virtually no periodic maintenance since it was initially opened 
more than 5 years ago, and yet the riding quality of the road surface remains high, with an 
average IRI (2003) for the section before km 8 of only 2.7 and after km 8, 3.2. There are eight 
bridge structures on the section. The longest bridge of the section (112 m), the Bangliang Bridge, 
was inspected and found to be well constructed and well maintained. 
 

3. Contract C 
 
5. This contract had a history of problems during construction. After this, the 65 km road 
section from Phiafay to Nasenphan was sealed with DBST, but before all contract work was 
completed and accepted, a large degree of severe pavement cracking appeared throughout 
much of the length. After a series of materials testing programs and other investigations, it was 
determined that the contractor had used poorly compacted, substandard subbase materials, 
and 30 km of roadway (km 58 to km 88) had to be completely reworked from the subgrade level 
up to the DBST pavement. Additionally, some other areas of pavement structural section 
between km 88 and the end of the section at km 118+800 (primarily between km 88 and km 94, 
and at km 107) were found to be substandard, but of reportedly less severity than the km 58–km 
88 section. The Defects Liability Certificate issued in 2001 excluded the section of pavement 
between km 88 and km 94, for which MCTPC agreed to receive financial compensation in lieu 
of the contractor continuing with additional repair works. The monies so received were 
specifically allocated by MCTPC for periodic maintenance on Contract C. In 2003, DCTPC 
resealed large sections of this contract under a maintenance contract totaling KN1,518 million 
(about $152,000). The average roughness for this contract, as measured in 2003 after the 
completion of this periodic maintenance, was 3.3, which value is quite acceptable. Inspection by 
the OEM determined that, although there was extensive evidence of resealing and patching, the 
riding quality of the road was satisfactory, and no extensive cracking of DBST pavement was 
observed. 
 
6. Another area of concern on Contract C was the Thahou Bridge at Km 50, which in early 
2001 showed evidence of extensive cracking in the in-situ concrete deck. This bridge is 1 of 
13 bridges on this contract totaling almost 0.6 km in total length. Project correspondence and 
discussions with DCTPC reported that the crack had been sealed by the contractor using a 
commercial available adhesive epoxy material specially designed for sealing cracking of 
concrete structures. The OEM made a thorough visual inspection of this bridge and in particular 
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the concrete deck. The cracked areas where the epoxy had been applied were clearly visible. 
The inspection revealed that the epoxy had worked well, and that no further cracking was 
readily apparent. 
 

4. Contract D 
 
7. This section of road as originally designed and contracted was from Nasenphan to the 
Cambodian border, a distance of about 46 km. The southerly terminus of the road improvement 
was subsequently shortened by about 6 km (variation order D02) to terminate at the access road 
to the small river port of Veun Kham. The traffic survey taken during the OEM indicated an ADT of 
only 1,327, with 889 being motorcycles/tuktuks. A bypass around Khinak town was constructed as 
part of Contract D from km 147 to km 153, shifting the alignment of NR13S away from the 
moderately congested river town of Khinak to avoid resettlement issues identified at appraisal. 
The new alignment (variation order D01) was well conceived, passing through flat, lightly forested 
land approximately 1–2 km east of Khinak. The realignment decreased the cost of civil works by 
about $390,000. The average IRI for Contract C, as measured in 2003, was a relatively low 3.1, 
which indicates that the pavement surface was still in relatively good condition. Much of the loan 
proceeds saved due to the shortening of the road at the Cambodian border was used to design 
and construct (i) the access road to the Khong Island ferry ramp (4 km), (ii) the ferry ramps on 
each side of the river, and (iii) approximately 47 km of roads on Khong Island. Also, 2 km of 
access road to Khone Falls, a rapidly expanding tourist destination, was improved under the 
Project. The two access roads and the roads on Khong Island were all relatively low-cost 
construction, i.e., low embankments, 5.5/6.0 m roadway width, and SBST placed on top of 
granular subbase material. During the OEM, these secondary roads were in fair condition, with 
little evidence of past maintenance activities. 
 

5. Observations 
 
8.  The OEM observed two other issues that will ultimately have a detrimental effect on the 
road. One observation is that at numerous locations along all sections of the road, there is 
excessive breaking up of the outside edge of the shoulder. As traffic and roadside development 
continue to increase along the project road, deterioration of shoulders will accelerate, eventually 
become widespread, and ultimately become a serious and expensive periodic maintenance 
problem. The cause of the problem is the basic design, and not a result of any construction or 
workmanship defect. The design of the 1 m shoulder was based on the inner 0.5 m being SBST 
on primed base course, with the outside 0.5 m consisting of only primed base course, and with 
the nominal embankment (2:1) side slopes starting directly at the outside edge of the 1 m 
shoulder. When vehicles (particularly trucks) cross the shoulder to leave the roadway, the wheel 
loads directly impact the edge of the shoulder, and there is no embankment material to confine 
the 0.5 m of primed based course, which causes the edge deterioration. On similar projects in 
other counties, a 0.5 m “rounding” using embankment material, located between the outside 
edge of the shoulder and top of the side slope, is often used to support the edge of a primed 
base course shoulder. 
 
9. The second observation is that at the end of the reconstruction (1999/2000), along the 
vast majority of this 200 km road improvement project, there was little roadside development. 
Over the intervening 5 years, there has been a sporadic but significant increase in roadside 
development, which typically should be confined to construction outside of the 25 m right of way, 
and well away from shoulders, embankment slopes, and side drainage. Unfortunately, DCTPC 
has not given any priority to preventing encroachments (both dwellings and small shops) on to 
the right of way. It is the reality of developing countries that if this typical type of encroachment 
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is not properly policed from the opening of a new road, then it is almost impossible to maintain 
the integrity of the right-of-way in the future. 
 
D. Operational Performance 
 
10. The performance of MCTPC/DCTPC on the Project is considered to be most adequate. 
Workmanship and materials used in the reconstruction of project road sections were of such a 
quality that only minimal maintenance expenditures have been required to maintain the road at 
a high level of service. Maintenance procedures to date have consisted of yearly routine 
maintenance carried out by local villagers (typically divided into 5 km and 10 km sections)— 
cleaning drainage ditches and channels, cutting back trees and other vegetation, and general 
“housekeeping” type activities along the roadway. Typically, such routine maintenance also 
includes the repair of small potholes, but there is no evidence that the local villagers are either 
capable of or have been assigned to do this type of task. The level of routine maintenance 
carried out to date on project roads is adequate. DCTPC estimates that the annual cost of such 
routine maintenance is about $70–$100 per km. Periodic maintenance has been carried out 
only on the previously described sections under contracts A and C, and the quality of the work 
(resealing) is considered adequate. Periodic maintenance forecasts for the Project were 
provided only for 2006, 2007, and 2008, with a projected available budget for each year of 
$250,000, which funds will come from the RMF. No budget was provided for periodic 
maintenance on project roads for 2004 and 2005. 
 
11. MCTPC is in the process of establishing three weigh stations on the project: one on 
NR16W, located about 9 km from the Thai border, and two located on NR13: one on the 
Contract B section, and one on the Contract C section. The station on NR16W was operational 
during the site visit of the OEM; the two located on NR13 were not operational at that time. The 
OEM interviewed the weigh station operator/technician on NR16W, who said that few 
overloaded trucks were being encountered at this station. When an overloaded truck appeared, 
it was typically carrying cement or reinforcing steel from Thailand. Since the weigh station is 
located west of the intersection with PR902, it does not intercept any logging trucks coming from 
Champasack Division (i.e., traveling north along PR902 and PR905, and then east on NR16W 
toward timber mills near Pakse). 
 
E. Sustainability 
 
12. The OEM found that, after the project road had been experiencing ever-increasing traffic 
for a period of 5 years, and taking into consideration that a minimal level of maintenance effort 
had been expended, the residual quality of the pavement remained quite satisfactory. This is a 
confirmation that the surfacing technology and pavement design as utilized was appropriate. 
 
13. The key to continued sustainability of project roads, and in reality all NRs in the Lao PDR, 
will be the ability to fund the RMF annually to appropriate levels. It is presently estimated that the 
annual input to the RMF is only about 30% of the total amount needed to finance the maintenance 
on the entire NR network. In rough terms, the annual income to the RMF is $6 million, while the 
maintenance need for the entire network for 2005 is estimated at about $20 million. The income to 
the RMF is projected to rise to about $9 million by 2009, but even if the annual maintenance 
needs remain constant (which will not be the case), the RMF would still not be able to meet more 
than 50% of the national maintenance budget requirement. Outside funds from aid agencies, plus 
additional funds from the normal budget process, will clearly be required to keep the RMF solvent 
and the NR system in a state of reasonable repair. 
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14. For the project roads, the OEM assumed that annual allocations of $250,000 will be 
forthcoming after 2008, and that, over time, these allocations will gradually increase to $300,000 
and then to $400,000. The OEM roughly calculated, based on these assumed annual 
allocations, that all the road sections in the Project will be able to be resealed twice between 
2000 and 2020, or on the average of one resealing for each kilometer every 10 years. This is 
considered a very minimum level of periodic maintenance, and precludes any additional 
allocations that may be necessary to keep the Contract C section at an acceptable level of 
serviceability. These assumptions and contemplated maintenance programs were discussed 
with MCTPC and found to be reasonable. 
 
15. A summary of the physical achievements is given in Tables A5.1–A5.3: 
 

Table A5.1: Roadworks for each Contract (kilometers) 
 

Contract Road Section Appraisal Project 
Completion 

Actual 

A Chong Mek-Pakse 39 39 39 
B1 Pakse-Kilometer  8 8 8 8 
B2 Kilometer 8-Phiafay 41 41 41 
C Phiafay-Nasenphana 65 65 
D Nasenphan-Veun Kham 111 46 40 
 Total 199 199 193 
a The two sections from Phiafay-Nasenphan-Veun Kham had not been separately identified at 

appraisal stage. 
Sources: Project completion report and Operations Evaluation Mission survey. 

 
Table A5.2: Other Roadworks (kilometers) 

 
Item Appraisal Project Completion Actual 
Khong Island Ring Road 0 48 47.0 
Khong Island Access Road 2 4.2 
Wat Pu Access Road 4 0.0 
Khone Falls Access Road 2 2.1 
Veun Kham Port 2 

 
                16 
 
 0.0 

 Total 10 64 53.3 
Sources: Project completion report and Operations Evaluation Mission survey. 

 
Table A5.3: Bridgeworks (number and length) 

 
Contract/Road Section Appraisal* Project Completion Actual 
A: Chong Mek-Pakse  —  4 (316.6 m) 
B1: Pakse-Kilometer 8  — 
B2: Kilometer 8-Phiafay  — 

       8 (432.8 m) 
 

C: Phiafay-Nasenphan  — 15 (589.8 m) 
D: Nasenphan-Veun Kham  — 5 (226.0 m) 

* = not estimated, — = not available, m = meter. 
Source: Operations Evaluation Mission. 
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TRANSPORT PRICES 
 
1. The improvement in road roughness appears to have had an impact on bus passenger 
fees, although this was not reflected in freight rates. Tables A6.1–A6.3 show the fares for both 
segments. 
 

Table A6.1: Transport Prices in US Dollar Terms 
 

Actual Figuresa Figures ($) Year 
Passenger 

Feeb 
(KN/person) 

Freight 
Chargec 

(KN/ton-km) 

KN/$ 
Conversion 

Rated 
Passenger Fee 

($/person) 
Freight Charge

($/ton-km) 

1997 3,500 50 1,260 2.78 18.00 
1998 4,000 80 3,298 1.21 65.97 
1999 5,000 120 7,102 0.70 170.45 
2000 10,000 150 7,888 1.27 118.31 
2001 13,000 180 8,955 1.45 123.99 
2002 12,000 250 10,056 1.19 209.51 
2003 15,000 380 10,569 1.42 267.75 
2004 20,000 450 10,671 1.87 240.10 
2005 25,000 550 11,055 2.26 243.21 

a Source: Department of Communications, Transport, Posts, and Construction, Pakse. 
b Passenger fee has been calculated for a public bus from Pakse to Veun Kham, a journey of 

152 kilometers (km) in a single direction. 
c Freight charge has been calculated for all commodities carried from Pakse to Veun Kham, a journey 

of 152 km in a single direction. Apparently, the truck operators have a standard rate for all 
commodities. 

d Sources: Conversion rates for 1997–2003; ADB Statistical Database; conversion rates for 2004 
(estimated) and 2005 (projected); and World Bank's East Asia Update accessed on 20 May 2005. 

 
Table A6.2: Passenger Fees in Real Terms 

 
Year Passenger 

Fee 
(KN/person) 

Local Price 
Indexa 

(2004=100) 

Passenger 
Fee in 2004 

Kip 

Exchange 
Rateb in 
2004 Kip 

Passenger 
Fee in 2004 $ 

($/person) 
1997 3,500 12.0 29,097 10,671 2.73 
1998 4,000 23.0 17,412 10,671 1.63 
1999 5,000 52.5 9,529 10,671 0.89 
2000 10,000 65.6 15,235 10,671 1.43 
2001 13,000 70.8 18,371 10,671 1.72 
2002 12,000 78.3 15,328 10,671 1.44 
2003 15,000 90.4 16,591 10,671 1.55 
2004 20,000 100.0 20,000 10,671 1.87 
2005 25,000 107.0 23,366 10,671 2.19 

a Inflation forecasts for 2004 and 2005 from Economic Intelligence Unit and Asian Development 
Bank domestic escalation factors (2005–2009), respectively. 

b Conversion rate for 2004 (estimated) from World Bank's East Asia Update accessed on 20 May 
2005. 

Sources: Economist Intelligence Unit, February 2005; and International Financial Statistics 
Yearbook 2003. 
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Table A6.3: Freight Charges in Real Terms 

 
Year Freight 

Charge 
Kips/ton-km 

Local  Price 
Indexa 

(2004=100) 

Freight 
Charge in 
2004 Kip 

Exchange 
Rateb in 
2004 Kip 

Freight Charge 
in 2004 $ 
($/ton-km) 

1997 50 12.0 415.67 10,671  0.039  
1998 80 23.0 348.25 10,671  0.033  
1999 120 52.5 228.69 10,671  0.021  
2000 150 65.6 228.53 10,671  0.021  
2001 180 70.8 254.37 10,671  0.024  
2002 250 78.3 319.34 10,671  0.030  
2003 380 90.4 420.30 10,671  0.039  
2004 450 100.0 450.00 10,671  0.042  
2005 550 107.0 514.05 10,671  0.048  

a Inflation forecasts for 2004 and 2005 from Economic Intelligence Unit and Asian Development 
Bank domestic escalation factors (2005–2009), respectively. 

b  Conversion rate for 2004 (estimated) from World Bank's East Asia Update accessed on 20 May 
2005. 

Sources: Economist Intelligence Unit, February 2005; and International Financial Statistics 
Yearbook 2003. 

 
2. Private bus and truck operators are regulated mainly by provincial transport associations. 
These associations act as regulatory and coordinating bodies for outreach, routing, and 
frequency of services. The transport associations, although private in principle, report to the 
provincial Department of Communications, Transport, Posts, and Construction (DCTPC). The 
provincial governor is the tariff regulator and approves tariffs along the routes yearly based on 
diesel costs, road quality, and other costs of vehicle maintenance. 
 
3. Discussions with DCTPC indicated that the bus passenger fee was reduced in 2002 to 
take into account the reduction in vehicle operating costs with the improvement in the road in 
2001. However, this was a transient change, since the passenger fees rose again in 2003. 
 
4. Figure A6 compares the rise in diesel prices with the increase in bus passenger fees and 
freight charges (all in kip). It indicates that in 2002 (after project completion), the bus passenger 
fees decreased by 8%. However, diesel prices remained unchanged that year. Thus, while it 
could be surmised that the bus operators decreased the passenger fees to pass on the benefits 
of the improved road, an underlying reason was also that diesel prices did not increase that year, 
providing relief in terms of opportunity costs to the operators. 
 
 



44 Appendix 6 

 
5. The road improvement appears to have had no specific impact on freight charges. One 
reason for this could be that freight traffic on the Pakse-Veun Kham section is fairly low, with 
only about 244 trucks per day in both directions near Phiafay and about 172 trucks per day near 
Veun Kham.  
 

Figure A6.1: Percent Changes in Passenger Fee and Freight Rate 
vis-a-vis Diesel Price
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ECONOMIC REEVALUATION 
 
A. General 
 
1. The economic reevaluation of the Champasack Road Improvement Project (CRIP) was 
similar to the analytical approach and methodology used at project completion. The economic 
analysis was made by comparing “with” and “without” project cases. The economic internal rate 
of return (EIRR) was reestimated for the four main road sections as a whole and separately for 
civil works contracts A (39 kilometers [km]), B (49 km), C (65 km), and D (40 km). The analysis 
of road section B was divided into B1 and B2 comprising 8 km from Pakse to km 8 junction, and 
41 km from km 8 junction to Phiafay, respectively, in line with the economic evaluation at 
appraisal and project completion. In the absence of time series traffic data, the analysis of road 
section D excluded benefits and costs from the additional Khong Island civil works.1 
 
2. The basic methodology for the economic analysis follows the Guidelines for the 
Economic Analysis of Projects of the Asian Development Bank (ADB). The Project was 
evaluated through 2019, allowing a 5-year construction period starting in 1996, followed by a 
benefit period of 20 years, which was the economic life assumed at appraisal and completion.2 
Project benefits are assumed to have commenced in 2000. The financial costs and benefits 
were converted to economic costs and benefits by applying a standard conversion factor of 0.9 
to the nontraded components of financial costs and benefits. All costs and benefits are 
expressed in US dollars at 2005 constant prices. The foreign exchange expenditures and 
benefits of the Project were adjusted to constant prices by applying the World Bank’s 
manufacturer’s unit value index.3 Local costs and benefits were adjusted to reflect 2005 prices 
based on the consumer price data index for the country4 and converted to constant dollar prices 
at KN10,980 to $1. 
 
B. Estimation of Project Costs 
 

1. Capital Costs 
 
3. Project capital costs comprise actual financial costs for civil works and consulting 
services including detailed engineering and construction supervision. Data were based on 
contract payment records in the project completion report (PCR) prepared by the supervision 
consultant and on actual project cost data in the ADB PCR.5 The project capital costs for 
contract road section B were disaggregated based on the actual length of the respective routes. 
Road section D excludes capital costs of around $1 million for the Khong Island works in late 
2000─2001.  

                                                 
1 Vehicle registration data from the Ministry of Communications, Transport, Posts, and Construction indicated this 

was small, accounting for only 2% of the vehicle fleet in Champasack Province. Since Khong Island has become a 
key tourist destination, the gravel road completed under the Project has been paved using funds from other 
sources.  

2 The surfacing technology and pavement design used has proven to be appropriate, and residual pavement quality 
remains satisfactory despite increased traffic since 2000 and a minimal level of maintenance. Sustainability of the 
project roads depends on government capacity to annually fund the Road Maintenance Fund to appropriate levels. 

3 ADB. 2005. Domestic and International Cost Escalation Factors (2005–2009). Manila. 
4 Price data (1995=100) from the Economist Intelligence Unit and the International Monetary Fund. 
5 PCR of the Ministry of Communications, Transport, Posts, and Construction. 
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2. Road Maintenance Costs 

 
4. The reestimation of maintenance costs in the base case “without” project scenario used 
assumed road maintenance practices at project completion. In addition to annual routine 
maintenance, periodic maintenance (i.e., resealing) of paved road sections is assumed to be 
carried out every 5 years beginning in 2000. Periodic maintenance for the gravel/earth road 
sections will be done every 4 years starting in 2002. 
 
5. In the “with” project case, 4-year maintenance resurfacing programs were assumed 
based on a reassessment by the Operations Evaluation Mission (OEM) of existing road 
conditions, and priority (timing) need to keep these at the present acceptable level of service. 
Resealing was carried out in 2002 to repair some defects in road section A. Subsequent 
periodic maintenance works in section A are then assumed in 2009, 2013, and 2016. For 
section B1, resealing is anticipated in 2007 and then again in 2012 and 2016. In section B2, 
minor periodic maintenance was done in 2003. Periodic maintenance is assumed in 2007, 2010, 
2012, 2015, and 2018. Repair of previously failed areas was carried out in section C in 2001 
and 2003. More preventive periodic maintenance works are expected, and these are assumed 
to be done in 2006, 2008, 2011, 2014, and 2017. Major resealing works are not expected in 
section D until the next decade. During the 2005 traffic count, the bulk of through traffic 
comprised light vehicles such as motorcycles (67%) and cars/pickups (275). Minor resealing 
works are projected in 2006, 2010, and 2015, while more investments in periodic maintenance 
are needed from 2017 onward. 
 
6. The routine and periodic maintenance unit costs in economic prices are shown in Table 
A7.1. 

 
Table A7.1: Maintenance Unit Costs, 2000–2019 

(economic prices, average $ per kilometer) 
 

“With” Project  “Without” Project Item 
Paved Roads 

(A and B1) 
Paved Roads 
(B2, C, and D) 

 Paved Roads 
(A and B1) 

Gravel/Earth Roads 
(B2, C, and D) 

Routine maintenance 
  (annually) 

120 90  365 320 

Periodic maintenance 6,180a 4,100a  16,100b 11,100c 
a Assumes an annual budget of at least $250,000 per year for periodic maintenance across road sections.  
b  Every fifth year from 2004. 
c Every fourth year from 2001. 
Source: Operations Evaluation Mission estimates. 
 
7. In the “without” project case, financial unit costs for maintaining gravel/earth roads were 
assumed at $350 and $12,000 per km for routine and periodic maintenance, respectively.6 
Similarly, for paved roads, unit costs assumed were $400 and $17,000 per km, respectively. 
 
 

                                                 
6 In 2003, a Japan International Cooperation Agency feasibility study on the improvement of roads in the southern 

region (including Champasack Province) estimated that the financial unit costs for maintaining existing gravel and 
earth roads were $300 per km/year and $11,000 per km for routine and periodic maintenance costs, respectively. 
For improved double bituminous surface treatment roads, the maintenance costs were estimated at $694 per 
km/year and $20,000/km. 
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8. For the “with” project case, updated routine and periodic maintenance costs were 
obtained from the provincial Department of Communications, Transport, Posts, and 
Construction (DCTPC). Periodic maintenance costs were based on actual financial data from 
2001 to 2005 and DCTPC forecasts of $250,000 per year from 2006 to 2008. The OEM 
assumed that annual allocations of $250,000 will then be forthcoming after 2008 and that, over 
time, the allocation will reach $300,000. This estimate is roughly calculated based on assumed 
annual allocations that all project road sections will be resealed twice between 2000 and 2019, 
or on the average of one resealing for each km every 10 years.7 Financial unit costs of routine 
maintenance from 2000 to 2006 are assumed at $100 per km for road sections A, B2, C, and D 
(7 meters [m] wide), and at $300 per km for the wider portion under Contract B1 (10–12 m 
wide).8 Routine maintenance costs are assumed to increase at 5% per annum from 2007 
onward. 
 
C. Actual and Projected Traffic Growth 
 

1. Actual Traffic 
 
9. The current traffic volume was determined from a traffic survey undertaken in April 2005 
on the main project road sections.9 The 24-hour traffic count was carried out at six survey 
stations selected near main junctions or along the road.  Table A7.2 compares the aggregate 
results of the traffic count with earlier surveys along the project roads.10 Motorcycles and tuktuks 
accounted for 65% of total traffic, followed by pickups (11%), light trucks (6%), cars/jeeps/taxis 
(5%), and small buses (5%). Traffic density has remained light, but there has been a significant 
increase since project completion.11 Heavy traffic has been concentrated in the sections located 
close to Pakse city. 

                                                 
7 This is considered as a very minimum level of periodic maintenance and precludes any additional allocations that 

may be necessary to keep the Contract C section at an acceptable level of serviceability. These assumptions and 
contemplated maintenance programs were discussed with Ministry of Communications, Transport, Posts, and 
Construction staff and found to be reasonable based on contemplated funding from the Road Maintenance Fund. 

8 DCPTC staff estimated routine maintenance costs in the range of $60–100 per km (mainly labor costs). DTCPC 
has engaged local families (through contractors and lately, direct hire) to carry out annual road maintenance in their 
immediate areas. The routine maintenance cost for section B1 was higher due to (i) added pavement width; and (ii) 
a higher level of maintenance for signage, pavement markings, drainage facilities, etc. in an urbanized section 
within Pakse. 

9 The only seasonal variations that should affect the project roads are weather changes, i.e., less traffic during the 
rainy season (May-September); and more traffic at the end of the wet season, when there is more traffic due to the 
economic business related to rice harvest. These variations were considered as an adjustment to the traffic count, 
because they would probably tend to be fairly small and might also tend to cancel each other out. Seasonal 
adjustments can be considered in the sensitivity tests for traffic volume. 

10 Actual sites of traffic count stations at appraisal and project completion were not known to the OEM. The locations 
of the OEM traffic survey stations at reevaluation were different. 

11 DCPTC data on cumulative vehicle registrations show an accelerated growth in registered units from 13.4% per 
annum from 1997 to 2000 to 37.6% per annum from 2001 to 2004. Cumulative registered units increased from 
13,043 in 1997 and 19,117 in 2000 to 34,556 in 2002 and 53,974 in 2004. 
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Table A7.2: Average Daily Traffic (1994, 2000, and 2005) 

 
Survey Contract A 

Pakse- 
Chong Mek 

Contract B1 
Pakse- 
Km 8 

Junction 

Contract B2 
Km 8 

Junction- 
Phiafay 

Contract C 
Phiafay-

Nasenphan 

Contract D 
Nasenpan- 
Veun Kham 

Appraisal (1994) 445 1,500 653 84 ─ 
Project Completion (2000) 1,289 6,211 2,726 262 265 
Operations Evaluation (2005) 2,778 14,461 4,942 1,389 1,280 

— = not available, km = kilometer. 
Sources: Asian Development Bank loan documents and Operations Evaluation Mission traffic survey. 
 

2. Projected Traffic 
 
10. “Without” Project. The base case “without” project scenario assumes that the 
provincial DCTPC will continue to maintain the priority national roads (NRs) at an acceptable 
level of serviceability, enabling vehicle traffic to still rise in line with estimated population growth 
in the province (i.e., 2.5 % from 2000 to 2006 and 2.3% from 2007 onward).12 
 
11. “With” Project. The traffic forecast in the “with” project case is based on economic 
activities and on population and income changes in the road-influenced areas since project 
completion.13 An earlier Department of Roads study estimated demand/income elasticity for 
transport—elasticity to gross domestic product (GDP)—at 2.0 for motorcycles, 1.3 for cars, and 
1.1 for trucks. The 2003 Japan International Cooperation Agency (JICA) feasibility study on the 
improvement of roads in the southern region estimated elasticity to GDP of non-Vientiane motor 
vehicles and non-Vientiane motorcycles at 1.3–1.4 and 2.0–2.1, respectively, from 2005 to 
2020.14 
 
12. The economic reevaluation assumed that traffic growth would be in the range of 6–8% per 
year during 2005–2019, with no differentiation made among vehicle types. Long-term GDP growth 
is assumed within the range of 5–7% between 2005 and 2020.15 The traffic growth rates used 
were (i) 8% per year on road section A, (ii) 7% per year on road sections B1 and B2, and (iii) 6% 
per year on road sections C and D.16 These rates are commensurate with recently experienced 
growth in road traffic along the project roads, with new vehicle registrations in Champasack 
Province, and with changes in population and GDP.17 The reference case forecasts of average 
daily traffic (ADT) for all project roads combined are provided in Table A7.3. 
 
                                                 
12 Population growth was assumed at 2.5% per year in the project completion report. The two NRs provide regional 

linkages for the landlocked country─NR16W from Pakse to the Thai border in the east, and NR13S from Pakse to 
Veun Kham to the Cambodian border in the south. The majority of passenger traffic uses the roads, and an 
estimated two thirds of freight traffic moves by road. 

13 Actual traffic time series data indicate a significant relationship to changes in population (1994–1999) and gross 
domestic product  (1994–2004). 

14 Elasticity to GDP was 1.3 for motor vehicles and 2.8 for motorcycles based on non-Vientiane vehicle fleet data from 
1990 to 1999. 

15 Real GDP growth rate averaged 6.8% per annum from 1991 to 1995, 6.6% from 1996 to 2000, and about 5.8% 
from 2001 to 2004. Despite the slowdown from 2001 to 2004, the long-term GDP growth target under the 2003 
National Growth and Poverty Eradication Strategy is 7% per annum from 2005 to 2020. Some forecasts put GDP 
growth at 6.5% per annum from 2005 and 2006. 

16 For Champasack Province, DTCPC data indicate about 69% of the vehicle fleet is from Pakse, and the JICA study 
found the vehicle share of the provincial capital to be more than 30%of its GDP share.  

17 The population of Champasack Province increased from 572,000 in 2000 to about 630,000 in 2004. GDP per 
capita are reported to have improved from $134 in 2000 to $353 in 2004. 
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Table A7.3: Average Daily Traffic 
(base case) 

 

Appraisal 
(1994) 

 Project Completion 
(2000) 

 Operations Evaluation 
(2005) 

Year 

“Without” 
Project 

“With” 
Project 

 “Without” 
Project 

“With” 
Project 

 “Without” 
Project 

“With” 
Project 

1994 2,682 2,682  2,682 2,682 2,682 2,682 
2000 — 5,186  — 10,753 8,272 10,753 
2005 — 8,191  — 13,724 9,358 24,850 
2010 — 11,195  — 19,702 10,526 34,867 
2015 — 16,318  — 28,285 11,794 48,946 
2019 —     19,391a  — 40,607 12,914 64,225 

— = not available. 
a Projected traffic for 2018. 
Source: Operations Evaluation Mission. 

 

13. Forecast vehicle traffic per day was divided into normal and generated traffic. Normal 
traffic, which comprises traffic already using the road and natural traffic growth, was estimated 
by dividing total traffic by 1.30 (generated or induced traffic was assumed at 30% of normal 
vehicle traffic). Table A7.4 summarizes projected ADT in each of the project road sections. The 
forecast traffic mix for representative vehicle categories was based on the actual average share 
of each vehicle class to total traffic from 2000 to 2005 (Table A7.5). 
 

Table A7.4: Average Daily Traffic by Road Sections 
(base case) 

 

Year A B1 B2 C D All 
 TOT GEN TOT GEN TOT GEN TOT GEN TOT GEN TOT GEN 
2000 1,289 297 6,211 1,433 2,726 629 262 60 265 61 10,753 2,481 
2005 2,778 641 14,461 3,337 4,942 1,140 1,389 321 1,280 295 24,850 5,735 
2010 4,082 942 20,282 4,681 6,931 1,600 1,859 429 1,713 395 34,867 8,046 
2015 5,997 1,384 28,447 6,565 9,722 2,243 2,487 574 2,292 529 48,946 11,295 
2019 8,160 1,883 37,288 8,605 12,743 2,941 3,140 725 2,894 668 64,225 14,821 

GEN = generated traffic, TOT = total traffic. 
Source: Operations Evaluation Mission. 
 

Table A7.5: Vehicle Traffic Mix, 2005–2019 
(% share) 

 

Category A B1 B2 C D 
 w/o with w/o with w/o with w/o with w/o with 
Car 5.5 8.0 6.1 4.4 5.2 5.5 10.1 12.2 9.1 3.8 
Pickup 18.2 11.4 18.5 12.2 16.8 12.6 33.4 17.0 27.3 11.7 
Light bus 5.3 8.9 3.0 2.4 3.6 5.3 14.3 14.9 20.0 8.0 
Medium and 
  heavy bus 

1.7 1.2 2.0 1.3 2.6 3.0 6.1 4.5 5.0 2.1 

Hand tractor 0.0 1.5 0.0 0.5 0.0 0.8 0.0 1.9 0.0 2.8 
Light truck 6.4 4.0 4.8 5.1 7.5 7.3 6.0 7.0 2.8 5.7 
Medium 
  truck (2-axle) 

10.0 5.1 5.3 2.1 7.4 3.6 5.3 3.9 2.5 2.6 

Heavy truck  
 (3-axle) 

0.0 1.5 0.0 0.8 0.0 3.6 0.0 3.9 0.0 3.9 

Motorcycle 52.9 58.4 60.3 71.2 56.9 58.3 24.8 34.7 33.3 62.2 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

w/o= “without” project. 
Source: Operations Evaluation Mission. 
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14. Diverted Traffic. Divertible traffic from the Mekong River can be found in road sections 
C and D (and perhaps B as well). River traffic was estimated at only 500 tons a year at 
appraisal. A DCTPC staff member claimed that river traffic was at least 16 tons per day or about 
500 tons per month before project completion. Assuming a rate of 500 tons per month, the OEM 
found that (using a traffic mix of pickup and three sizes of trucks, and with section C as the 
basis for the division among vehicle types) divertible two-way traffic was considered minimal 
with an estimated equivalent daily traffic of 34 vehicles (9 pickups, 7 light trucks, 9 two-axle 
trucks, and 9 three-axle trucks).18 
 
D. Estimation of Project Benefits 
 

1. Traffic-Related Benefits 
 
15. Incremental savings in vehicle operating costs (VOCs) were estimated as follows: 
(i) normal traffic benefits are calculated by applying the difference between estimated VOCs in 
the “with” and “without” project cases to incremental changes in normal traffic in the “with” and 
“without” project cases, and (ii) benefits from generated traffic are calculated by applying half 
the savings in VOCs for normal traffic to forecast generated traffic.  
 
16. Project benefits from diverted river traffic were not quantified, as was the case at 
appraisal and project completion. But anecdotal evidence confirmed a preference for both 
passengers and freight to travel by road instead of boat. Passengers prefer travel by road 
because (i) the trips are faster, which saves time and money (e.g., the Vientiane-Xayabuli [145 
km length]) bus fee costs KN45,000 and takes 3 hours as compared with the boat fee of 
KN65,000 with 5 hours of travel time); and (ii) road travel allows more convenient stops (i.e., 
one can find food and drink enroute). For freight, road is the preferred means of transport 
because it takes more travel time by boat. Also, good ports are not available due to lack of 
facilities for loading and unloading cargo (e.g., cranes), since there are not too many 
goods/products for transport and freight volume is not stable. Freight depends on the season,, 
e.g., mostly agricultural products are transported during the rainy season, timber in the dry 
season. 
 

2. Savings in Maintenance Costs 
 
17. Lower maintenance costs due to improvement of roads to maintainable conditions were 
calculated by obtaining the difference between road maintenance costs (i.e., periodic and 
routine maintenance) in the “with” and “without” project cases. The costs in Table A7.1 were 
used to calculate the savings in maintenance costs for each road section.  
 

3.  Vehicle Operating Costs 
 
18. The calculation of VOCs was based on OEM estimates of (i) assumed roughness values 
over the life of the road; (ii) traffic volumes, disaggregated by vehicle type; and (iii) unit VOC at 
each roughness level per vehicle for each vehicle type. 
 

                                                 
18 Estimates based on: (i) 52%, 26%, 13%, and 9% of cargo traffic being moved by pickups, light trucks, 2-axle 

trucks, and 3-axle trucks, respectively; and (ii) a load capacity for pickups, light trucks, 2-axle trucks, and 3-axle 
trucks of 1.0, 1.5, 4.0, and 6.0 tons, respectively.  
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19. In the “without” project case, assumptions on road deterioration were based on 
calculated roughness values from the Appraisal Report’s road deterioration model.19 These 
were updated for the “with” project case by using raw data from a Ministry of Communications, 
Transport, Posts, and Construction-financed national road roughness survey in 2003. 
Roughness values used at postevaluation indicate a slightly higher level of road roughness 
compared with appraisal estimates, with the largest deviation in road section A. Table A7.6 
provides a comparison of average roughness values assumed in the different forecasts.  
 

Table A7.6: Comparison of Roughness Values, 2000–2019 
(average, m/km) 

 
Item “Without” Project  “With” Project 
 Paved Gravel  Paved Paved Paved Paved Paved 
 A and B1 B2, C, and D  A B1 B2 C D 
2000 8.1 8.3  2.2 2.2 2.2 2.2 2.2 
AR/PCR          
2001–05 9.2 8.4  2.9 2.9 2.6 2.6 2.6 
2006–10 8.3 7.5  3.2 3.2 3.3 3.3 3.3 
2011–15 6.5 8.4  3.5 3.5 2.6 2.6 2.6 
2016–19 7.2 9.5  2.6 2.6 3.6 2.6 3.6 
Average 7.8 8.4  3.1 3.1 3.0 3.0 3.0 
PPER         
2001–05 9.2 8.4  3.9 2.8 2.8 2.8 3.1 
2006–10 8.3 7.5  4.6 3.7 3.2 3.1 3.4 
2011–15 6.5 8.4  4.0 3.8 3.5 3.7 3.2 
2016–19 7.2 9.5  3.9 3.9 3.7 3.9 3.2 
Average 7.8 8.4  4.0 3.5 3.2 3.3 3.2 

AR = appraisal report, km = kilometer, m = meter, PCR=project completion report, PPAR=project performance 
evaluation report. 
Note: International roughness index (IRI) data for 2003 (with project) was provided for each section by the 

Ministry of Communications, Transport, Posts, and Construction based on a national roughness survey of 
roads. IRI for other years (with project) is based on (i) observations of pavement conditions during the 
OEM, (ii) 2005 traffic counts and future traffic projections, and (iii) assumed periodic maintenance 
programs for each road section. 

Sources: Project completion report and Operations Evaluation Mission staff consultant estimates. 
 
20. Unit VOCs were reestimated based on constants developed from the VOC estimation 
module of a highway design and maintenance model calibrated for local Lao People’s 
Democratic Republic conditions.20 Constants used were for nine representative vehicles classes 
in terms of $/vehicle-km for flat terrain adjusted to 2005 prices.21 The constants used were for 
paved and gravel road surfaces, with the primary variable being the assumed road roughness 
for the “with” and “without” project cases. Table A7.7 presents resulting VOCs by vehicle type 
for selected roadway roughness values in accordance with the international roughness index 
(IRI).22 

                                                 
19 The PCR economic analysis assumed that surface roughness values were similar to appraisal estimates for both 

the ”without” project and “with” project cases. 
20 The model was used to analyze ADB. 2004. Roads for Rural Development Project. Manila (Loan 2085-LAO[SF], 

for $17.7 million, approved on 28 June 2004). 
21 The vehicle categories used on the project roads comprised cars/jeeps/taxis, pickups, light buses, medium and 

heavy buses, light trucks, medium trucks (2-axle), heavy trucks (3-axle), hand tractors, and motorcycles/tuktuks. 
22 IRI is used as a performance measure for describing and monitoring pavement condition. 
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Table A7.7: Economic Vehicle Operating Costs 

($ per vehicle-km) 
 

Paved Roads Gravel and Earth Roads Category 
IRI 2.2 IRI 5.0 IRI 10.0 IRI 5.0 IRI 10.0 IRI 15.0 

Cars/jeeps/taxi 0.141 0.157 0.214 0.162 0.218 0.297 
Pickup 0.164 0.188 0.272 0.196 0.278 0.393 
Light bus 0.114 0.122 0.152 0.127 0.156 0.208 
Medium and heavy bus 0.213 0.224 0.269 0.232 0.275 0.348 
Hand tractor 0.114 0.118 0.127 0.127 0.135 0.145 
Light truck 0.120 0.134 0.171 0.138 0.174 0.221 
Medium truck (2-axle) 0.257 0.309 0.433 0.321 0.442 0.587 
Heavy truck (3-axle) 0.316 0.366 0.487 0.378 0.496 0.641 
Motorcycle 0.045 0.047 0.053 0.054 0.059 0.066 

IRI = international roughness index, km = kilometer. 
Source: Operations Evaluation Mission. 
 
21. Annual VOC savings for normal traffic were then calculated by applying the difference 
between unit VOC and roughness values for normal traffic in the “without” and “with” project 
cases to the difference in forecast normal traffic in the “with” and “without” project cases, and 
estimated distance traveled by vehicle type per year. Annual VOC benefits from generated 
traffic were calculated by applying half of the VOC savings for normal traffic to forecast 
generated traffic and estimated average distance traveled by vehicle type per year.  
 
E. Economic Internal Rates of Return 
 
22. The recalculated EIRR for the whole route is 26.3% as compared with 15.9% at 
appraisal and 19.0% at project completion. The detailed calculation of EIRR for the whole route 
is presented in Table A7.8. The higher EIRR is due largely to savings in VOCs in the CRIP route 
and its higher traffic volume. In addition to quantified benefits to road users in the economic 
analysis, it is also expected that the roads will produce more significant social benefits in their 
influence areas.23 
 
23. While the project road is largely trafficked by light vehicles, particularly motorcycles, net 
benefits flows were significant from the trucks and buses using the route. The exclusion of VOC 
savings from all light vehicles results in an EIRR of about 21%. Without the benefits from the 
predominantly motorcycle traffic, the EIRR is reestimated at around 25%. The net benefits flow 
from normal traffic remains significant, and the exclusion of VOC savings from generated traffic 
results in a recalculated EIRR of about 22%. Separate analyses for each of the four road 
sections show these also exceeding appraisal targets and early achievements at project 
completion. These are further discussed below.  
 
24. Chong Mek-Pakse (A). The appraisal target of 15.3% was exceeded, with an EIRR of 
23.8%. Traffic (excluding motorcycles) increased by 15% per annum from 2000 to 2005 as 
compared with 10% per annum from 1994 to 2000. Proximity to Pakse and continuing progress 

                                                 
23 The economic reevaluation also does not quantify social costs such as the incidence of road accidents. DCTPC 

data show that accidents increased from an average of 199 per year from 1997 to 2000 to 297 per year from 2001 
to 2004. The severity of accidents also increased, with average deaths from road accidents increasing from about 
41 per year from 1997 to 2000 to about 59 per year from 2001 to 2004. Losses or damages were estimated to 
average KN230.3 million (or about $47,000) per year from 1997 to 2000 and about KN660.5 million (or about 
$69,000) per year from 2001 to 2004. 
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in east-west connectivity both contributed to sustained traffic growth along the route. At least 
three recently built gasoline stations and a relatively significant number of middle to upper 
income households with houses of permanent brick or masonry were observed along the route 
nearer to Pakse. On the downside, net benefits flow was reduced by an estimated higher level 
of roadway roughness compared with appraisal forecasts, and the need for early resealing work 
on faulty areas found along the road section. 
 
25. Pakse-Kilometer 8 Junction─Phiafay (B). The combined EIRR of road sections B1 
and B2 averaged 37.1%, or double the appraisal target of 18.1%, due to the heavy 
concentration of traffic in areas within and near Pakse, and to the stronger presence of 
cars/pickups, buses, and trucks along the route. Road section B1 received the highest EIRR 
result along the whole CRIP route at 44.2% (against 24.6% at appraisal). The short 8-km stretch 
accounted for the smallest economic capital cost of about $2.0 million. At the same time, 
cars/pickups, and buses/trucks recorded 2,224 and 3,372 vehicles per day (vpd) of traffic in 
2000 and 2005, respectively, which are more than the total traffic achieved in road sections A, C, 
and D. Road section B2 achieved a 35.6% EIRR compared with the appraisal target of 17.4%. 
Because of proximity to Pakse, ADT of cars/pickups buses/trucks was 1,132 vpd and 2,066 vpd 
in 2000 and 2005, respectively, which are already comparable to total traffic levels observed in 
road sections A, C, and D. 
 
26. Phiafay-Nasenphan (C). The EIRR of 21.4% (compared with the PCR estimate of 9.8%) 
shows accelerated growth in vehicle traffic since project completion. All traffic (including 
motorcycles) growth increased from 21% during 1994–2000 to 40% from 2000 to 2005.24 An 
industry that clearly benefits from the road is tourism, since there is already an existing level of 
tourism activity. The substantial increase in EIRR is due to more heavy vehicles using the route. 
With low private vehicle ownership, buses and trucks accounted for about 37% of ADT in 2005. 
Bus and truck traffic increased from 87 vpd in 2000 to 510 vpd to 2005, or even faster than the 
comparable increase in road section A from 294 vpd to 608 vpd during the same period. 
Nonetheless, the long-term EIRR potential of the road section is dependent on adequate 
periodic maintenance, since portions of the roads experienced faulty construction, which 
resulted in early resealing or repair works in 2001 and 2003 at an economic cost of $156,000. 
 
27. Nasenphan-Veun Kham (D). Road section D performed far below the project average 
EIRR of 26.3%, because the route is still relatively far from key economic growth centers, and the 
anticipated regional link to Cambodia has not fully materialized. The road also has an economic 
cost of $10 million, the second largest among the five road sections evaluated. On a positive side, 
despite limited commercial activity or industries located in areas along the route, local traffic also 
accelerated since project completion. As a result, the reestimated EIRR has improved to 16.4% 
from the PCR estimate of 6.7%. All traffic (including motorcycles) increased on average by 37% 
per annum from 2000 to 2005. The road has already helped in bringing electricity to areas along it. 
Similar to road section C, present levels of project benefits have been supported by relatively 
more heavy vehicles using the route, with buses and trucks accounting for 33% of ADT in 2005. 
Buses and trucks increased from 76 vpd in 2000 to 269 vpd in 2005. 

                                                 
24 While traffic growth rates are in high double digits, traffic levels are coming from a very low base. 



Net
Year Project Net Net Flows

Capital Project Project 
Costs Periodic Routine Total Costs Normal Generated Total Periodic Routine Total Benefits

1996 10,010   -           -           -           10,010      -           -           -              -           -           -           -              (10,010)     
1997 8,473     -           -           -           8,473        -           -           -              -           -           -           -              (8,473)       
1998 12,045   -           -           -           12,045      -           -           -              -           -           -           -              (12,045)     
1999 9,033     -           -           -           9,033        -           -           -              -           -           -           -              (9,033)       
2000 6,817     -           22             22             6,839        -           3,318        3,318          791           41             832           4,150          (2,689)       
2001 6               23             29             29             4,993        5,715        10,708        (6)             40             34             10,742        10,712      
2002 245           24             268           268           4,174        3,476        7,650          1,490        39             1,529        9,179          8,911        
2003 155           21             176           176           7,554        4,537        12,091        (155)          41             (113)          11,978        11,802      
2004 -           20             20             20             15,397      6,895        22,292        -           43             43             22,335        22,316      
2005 -           19             19             19             24,967      8,715        33,681        791           44             835           34,517        34,498      
2006 241           19             260           260           10,092      3,465        13,557        1,494        44             1,538        15,095        14,835      
2007 236           18             254           254           14,967      4,735        19,702        (236)          45             (191)          19,510        19,256      
2008 232           17             249           249           27,001      8,036        35,037        (232)          46             (186)          34,851        34,602      
2009 228           16             244           244           41,932      11,787      53,719        (228)          46             (181)          53,538        53,294      
2010 228           16             244           244           11,648      3,098        14,745        2,298        46             2,344        17,090        16,846      
2011 228           16             244           244           18,898      4,882        23,780        (228)          46             (181)          23,599        23,355      
2012 228           16             244           244           32,293      7,979        40,272        (228)          46             (181)          40,091        39,847      
2013 228           16             244           244           61,364      14,821      76,184        (228)          46             (181)          76,003        75,759      
2014 228           16             244           244           26,166      6,371        32,537        1,507        46             1,553        34,090        33,846      
2015 228           16             244           244           28,198      6,456        34,654        563           46             610           35,264        35,020      
2016 273           16             289           289           50,319      11,311      61,630        (273)          46             (227)          61,403        61,114      
2017 273           16             289           289           93,063      20,500      113,563      (273)          46             (227)          113,336      113,047    
2018 273           16             289           289           40,638      8,866        49,504        1,461        46             1,508        51,012        50,723      
2019 273           16             289           289           69,638      14,900      84,538        (273)          46             (227)          84,311        84,022      

Economic Internal Rate of Return = 26.30%

Source: Operations Evaluation Mission.

Table A7.8: Recalculation of Economic Internal Rate of Return
All Contract Roads:   Chong Mek - Pakse- Nasenphan - Veun Kham

($ thousands, constant 2005 prices)
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F. Sensitivity Analysis 
 
28. Sensitivity tests were undertaken on the whole route to examine the effects of variations 
in some critical assumptions on the net benefits flow. The results of the sensitivity analysis are 
given in Table A7.9. A key variable examined is ADT growth: (i) the effects of higher 
assumptions in ADT growth at 4-6% from 2001 onward under the “without” project case; and 
(ii) the effects of a higher or lower ADT assumption under the “with” project case in line with 
increases in registered vehicles due to GDP growth. Sensitivity tests on the robustness of the 
EIRR to lower-than-forecast savings in VOC also show that a 10–30% shortfall in VOC savings 
will soften the EIRR to around 22–25%. The combined effects of lower VOC savings and lower 
ADT traffic levels by 10–30% will reduce EIRR to 18–24%. Similarly, a combination of lower-than-
expected VOC savings and generated traffic levels of the same magnitude will cause the EIRR to 
fall to around 21–25%. Lower than forecast VOC savings of about 10–30% in heavily trafficked 
sections A and B will reduce the EIRR to 21–24%. A similar scenario of lower-than-expected 
results of 10–30% in the less trafficked sections C and D will reduce the EIRR to about 25–26%. 
 

Table A7.9: Results of Sensitivity Analysis 
 

Item Change (%) EIRR 
(%) 

S.I S.V.a 
(%) 

Base Case  26.3   
     
Costs     
Road maintenance +500% 25.8 -0.016 -6,338.0 
     
Benefits     
ADT growth rate     
“Without” project 4% p.a. 25.1 1.236 80.9 
 6% p.a. 23.2 1.212 82.5 
“With” project  Base plus 

2% p.a. 
27.3 0.912 109.6 

 Base less 
2% pa. 

25.3 0.934 107.1 

-10% 24.9 1.383 72.3 VOC savings per kilometer 
-30% 21.7 1.358 73.6 

     
Combinations     

-10% 24.5 1.429 70.0 Savings in VOCs and reduced 
  generated traffic  -30% 20.6 1.420 70.4 

-10% 23.5 1.383 72.3 Savings in VOCs and reduced all traffic 
-30% 17.6 1.384 72.2 
-10% 25.3 1.377 72.6 VOC savings─ 

  sections A and B -30% 23.3 1.377 72.6 
-10% 25.9 1.404 71.2 VOC savings─ 

  sections C and D -30% 25.0 1.397 71.6 

ADT = average daily traffic, EIRR = economic internal rate of return, SI = sensitivity indicator, VOC 
= vehicle operating cost. 
a Switching value for the economic internal rate of return equal to zero. 
Source: Operations Evaluation Mission. 
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INDUSTRIAL GROWTH 
 
1. Table A8 indicates that there has been steady growth in the number of industries in 
Champasack Province, although this has been intermittent in some years. It also indicates that 
the growth in large and medium-sized industries has been slow. Most of the small industries in 
this province manufacture wood-related products. Other industries such as clothing and 
pharmaceuticals are coming up, albeit slowly. 
 

Table A8: Number of Industries in Champasack Province 
 

Year Large 
Industriesa 

Medium 
Industriesa 

Small 
Industriesa 

Total 
Industries 

1996 5 71 1,030 1,106 
1997 5 81 1,134 1,220 
1998 6 53 1,214 1,273 
1999 6 53 1,853 1,912 
2000 3 61 1,537 1,601 
2001 12 47 2,549 2,608 
2002 12 55 1,989 2,056 
2003 13 37 2,711 2,761 
a Large industry = number of employees greater than 100; medium industry = number of employees 

from 10 to 99; and small industry = number of employees less than 10. 
Sources: Basic statistics of the Lao People’s Democratic Republic, State Planning Committee, 

National Statistical Center, sourced from Ministry of Industry-Handicraft. 
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SUBREGIONAL COOPERATION 
 
A. Greater Mekong Subregion Cooperation 
 
1. With the Greater Mekong Subregion (GMS) Program having been established in 1992, a 
number of projects have been initiated to provide a focus on infrastructure in the region. A map 
of the three economic corridors identified under the GMS is provided at the end of this appendix. 
The Champasack Project was formulated within the broader context of regional integration 
within southern Lao People’s Democratic Republic (Lao PDR) as well as to promote trade and 
travel with the neighboring countries of Thailand and Cambodia.  
 
2. A GMS Cross-Border Transport Agreement (GMS Agreement) is in the process of being 
finalized to facilitate cross-border transport of goods and people. It is a multilateral instrument 
covering several cross-border aspects including (i) single-stop/single-window customs 
inspection; (ii) cross-border movement of persons (i.e., visas for persons engaged in transport 
operations); (iii) transit traffic regimes, including exemptions from physical customs inspection, 
bond deposit, escort, and veterinary inspection; (iv) requirements that road vehicles will have to 
meet to be eligible for cross-border traffic; (v) exchange of commercial traffic rights; and 
(vi) infrastructure, including road and bridge design standards, road signs, and signals. The 
GMS Agreement will apply to selected and mutually agreed upon routes and points of entry and 
exit in the signatory countries. 
 
3. The following corridors and border crossings on the project road are included in the 
scope of the GMS Agreement: 

(i) From Vientiane (Lao PDR) to Sihanoukville (Cambodia). The route comprises 
Vientiane-Ban Lao-Thakhek-Seno-Pakse (Lao PDR) to the Lao PDR/Cambodia 
border-Stung Treng-Kratie-Phnom Penh-Sihanoukville (Cambodia). The border 
crossing is at Veun Kham (Lao PDR)/Dong Kralor (Cambodia). 

(ii) From Champasack (Lao PDR) to Ubon Ratchathani (Thailand). The route 
comprises Champasack (Lao PDR) to Ubon Ratchathani (Thailand). The border 
crossing is at Wang Tao (Lao PDR)-Chong Mek (Thailand). 

 
4. The project road is expected to support this Agreement by providing an uninterrupted all-
weather access on both the above sectors. 
 
B. Emerald Triangle Cooperation Framework1 
 
5. To complement the GMS Cooperation, Cambodia, Lao PDR, and Thailand have 
embarked upon an emerald triangle cooperation framework. As tourism has been perceived to 
be an effective instrument for socioeconomic development, the initial aim of this cooperation is 
to utilize the combined tourism resources of the subregion for the mutual benefit of the 
participating countries. The strengths in the tourism industry of each member country will 
enhance the combined potential in this sector and promote tourism in this subregion. Not only is 
this cooperation expected to benefit the tourism industry, but it is aimed at generating economic 
growth, reducing income disparity in the three countries, and enhancing the well-being of people 
at the grassroots level. 
 

                                                 
1 Source: Ministry of Foreign Affairs, Kingdom of Thailand website, (http://www.mfa.go.th). 
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6. The geographical coverage of the emerald triangle is northeastern Thailand, 
northwestern Cambodia, and southern Lao PDR, covering the project area. Each country has 
identified two provinces as part of the emerald triangle: Ubon Ratchathani and Sisaket in 
Thailand, Preah Vihear and Odor Meanchey in Cambodia, and Champasack and Salavanh in 
the Lao PDR. The tourism highlights in the emerald triangle include Pha Taem National Park in 
Ubon Ratchathani Province and Khao Pra Vihan National Park in Sisaket Province of Thailand, 
Preah Vihear Temple of Cambodia; and the ancient Wat Phu (temple) and the Khone Phapheng 
Waterfalls (the “Niagara Falls of Southeast Asia”) in Champasack Province of the Lao PDR. The 
Khone Waterfalls are part of the project impact area, while Wat Phu is across the Mekong River 
adjacent to the project road. 
 
7. The tourism cooperation framework will complement existing regional and subregional 
frameworks such as the GMS, Association of Southeast Asian Nations, and Asia Cooperation 
Dialogue. Tourism is one of the strategic areas of cooperation in the Bagan Declaration and the 
Ayeyawady-Chao Phraya-Mekong Economic Cooperation Strategy (ACMECS) Plan of Action 
adopted by the leaders of Cambodia, Lao PDR, Myanmar, and Thailand in Bagan, Myanmar on 
12 November 2003. Tourism cooperation in the emerald triangle may thus be considered a 
showcase project for the ACMECS. 
 
8. Immediately after the first ACMECS Ministerial Meeting in Bangkok, the Inaugural 
Foreign Ministers’ Meeting of the Emerald Triangle Cooperation on Tourism was held on 
2 August 2003 in Pakse, Champasack Province, Lao PDR. At the meeting, Thailand, Cambodia, 
and Lao PDR adopted the “Pakse Declaration on Tourism Cooperation in the Emerald Triangle.” 
The declaration was an expression of the three countries’ political commitment and shared 
vision to promote tourism cooperation in the area where their borders are joined. It also 
provided practical guidelines for the three nations to achieve quick, tangible results. 
 
9. The “Emerald Triangle Plan of Action” was drawn up at the first working group meeting 
of the Emerald Triangle Cooperation organized in Ubon Ratchathani Province of Thailand in 
December 2003; it includes joint research, human resources development, joint marketing and 
promotion, exchange of personnel and expertise in both the public and private sectors, 
development of transportation and tourism facilities, and improvement of international border 
checkpoints.  
 
C. Tourism in Champasack 
 
10. Promotion of tourism has been ranked as a priority outcome within the GMS 
Cooperation. In the Lao PDR, tourism revenues consistently ranked among the top three major 
foreign exchange earners from 1996 to 2004. The tourism sector expanded in 1999 and 2000 
due to the Government’s Visit Lao Year promotional campaign but experienced setbacks in 
2002 and 2003 due to political uncertainties, threats of global terrorism, and a regional outbreak 
of the severe acute respiratory syndrome (SARS).  
 
11. Easy access following the improvement of key national roads under the project 
supported the Government’s drive to develop tourism in Champasack Province (Tables A9.1–
A9.3 and Figure A9). The number of visitors to the province increased by 58% in 2001 over the 
previous year, despite an overall decline in the rest of the country in the same period. Following 
the SARS outbreak, there was a slowdown in 2002, but this was rectified in subsequent years.  
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Table A9.1: Tourist Arrivals to the Lao People’s Democratic Republic by Nationality, 

1998–2004 
 

Origin 1998 1999 2000 2001 2002 2003 2004 
        
ASEAN 365,054 446,295 528,353 472,137 508,783 432,720 638,747
of which Cambodia 827 1,902 1,841 1,806 2,620 2,702 3,871
              Thailand 273,095 356,105 442,564 376,685 422,766 377,748 489,677
    
Other Asia and Pacific 56,142 64,408 75,901 81,112 70,248 65,465 91,360
    
Europe 52,076 68,564 86,462 80,736 101,924 93,960 112,092
    
Canada, USA, and 
Others 25,326 31,780 42,111 34,370 46,704 39,453 47,153
    
Africa and Middle East 1,602 3,231 4,381 5,468 8,003 4,763 5,454
    
 

 

Figure A9.1: Tourist Traffic
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Table A9.2: Number of Visitors, Hotels, Guesthouses, Rooms, and Beds, 

1998–2004 for All Provinces 
 
All Provinces 1998 1999 2000 2001 2002 2003 2004 
        
Visitors to all provinces 618,739 752,371 902,559 841,348 997,928 903,202 1,216,228
Hotels, guest houses, 
  and resorts  

307 335 468 571 560 887 ─

Rooms 5,019 5,544 7,333 8,797 8,625 12,289 ─
    
Hotels 81 83 92 110 111 132 148
   of which Rooms ─ 2,720 ─ 3,808 ─ 4,293 4,801
                 Beds ─ 4,516 ─ 6,332 ─ 7,208 7,788
    
Guest houses and 
  resorts 

226 252 376 461 449 755 809

   of which Rooms ─ 2,824 ─ 4,989 ─ 7,996 8,865
                 Beds ─ 5,075 ─ 7,925 ─ 11,669 12,692
    
Room occupancy rate 
  (%) 

─ ─ ─ ─ ─ 45% ─

    
 

Table A9.3: Number of Visitors, Hotels, Guest Houses, Rooms, and Beds, 
1998–2004 for Champasack Province 

 
Champasack Province 1998 1999 2000 2001 2002 2003 2004 
        
Visitors to Champasack 
  Province 

28,019 29,019 34,796 55,142 45,635 65,827 63,963

Hotels, guest houses, and 
  resorts  

18 18 56 65 65 106 ─

Rooms 306 374 759 889 925 1,298 ─
    
Hotels 7 7 ─ 20 20 22 22
  Rooms ─ 224 ─ 525 ─ 622 646
  Beds ─ 402 ─ 863 ─ 1,037 1,096
    
Guest houses and resorts 11 11 ─ 45 45 84 88
  Rooms ─ 150 ─ 364 ─ 676 718
  Beds ─ 244 ─ 579 ─ 967 947
    
Room occupancy rate 
  (%) 

47% 47% 48% ─ 45% 45% ─

    

Source: Statistics Unit, Planning and Cooperation Department, Lao National Tourism Administration. 
 
12. On average between 1998 and 2004, Thai tourists accounted for 57% of the total tourist 
arrivals in the Lao PDR. The percentage of Thai tourists coming to Champasack could be higher, 
owing to the proximity to Thailand.  
 
13. Investments in the tourism sector have increased in line with the demand. 
Accommodation, in terms of hotel beds, more than doubled in 2001, with the sector possibly 
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anticipating more tourists with the road improvement. However, since 2004, this growth has 
slowed down. 
 
14. The National Tourism Authority (NTA) of the Lao PDR estimates that visitors to 
Champasack Province on average accounted for about 4% of total visitors to all provinces from 
1998 to 2000. This proportion improved to 5.9% between 2001 and 2004. Exit surveys of 
international tourist arrivals conducted by NTA in 2002 and 2003 indicate that the main interests 
of tourists are nature, culture and temples, and monuments.2 Champasack hosts some of the 
most popular monuments for tourists, viz., Wat Phou (now a UNESCO World Heritage Site), the 
Ho Chi Minh Trail, the Khone Waterfalls, Khong Island, and the 240,000 hectare Xe Piane 
National Biodiversity Conservation Area (which is the is one of the top 3 protected areas in the 
Lao PDR and among the top 10 in Southeast Asia). The exit surveys indicated a distinct growth 
in the number of tourists visiting this province since 2002. 
 
15. The continued success of tourism in Champasack Province depends on a well-
coordinated national tourism promotional program. Despite a significant increase in tourist 
arrivals in other parts of the country, visitors to Champasack Province declined slightly in 2004, 
with significant increases in visitors recorded in the neighboring provinces of Khammoune, 
Savannakhet, Bolikhamxay, Oudomxay, and Vientiane. The Government needs to promote the 
tourist destinations in Champasack Province to ensure continuous growth of visitors. 

                                                 
2 NTA carried out a survey of international visitors at the Wattaya International Airport and at the Friendship bridge.  
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SITE PHOTOGRAPHS 
 
 
A.  Slash-and-Burn Activities Along the Project Road 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
B. Shoulder Wear 
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C. Absent Link on the Lao-Cambodia Border 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
D. Low Traffic Density 
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E. Closed Timber Mill 
 
 
 
 
 
 



 

 

MANAGEMENT RESPONSE TO THE PROJECT PERFORMANCE EVALUATION REPORT 
FOR THE CHAMPASACK ROAD IMPROVEMENT PROJECT 

IN THE LAO PEOPLE’S DEMOCRATIC REPUBLIC 
(Loan 1369-LAO[SF]) 

 
 
 

On 9 February 2006, the Director General, Operations Evaluation Department, received 
the following response from the Managing Director General on behalf of Management: 
 
 

1. Management notes OED’s very positive assessment, both in terms of the 
overall project rating, and the performance of ADB and the Borrower. OED’s 
findings not only confirm the findings of the Project Completion Report (PCR) 
Mission but go one step further in rating the Project highly successful. The 
Project Performance Evaluation Report’s (PPER) more in-depth assessment also 
reveals some aspects of the Project, which failed to meet expectations. It is on 
those aspects that Management focuses its response. 
 
A. Overall Assessment 
 
2. The PPER considers the overall project highly successful, largely 
because economic internal rates of return have exceeded appraisal predictions, 
transport costs and journey times have reduced significantly, socioeconomic 
indicators are positive in the main areas, road maintenance costs have halved, 
and subregional cooperation has been enhanced; and all this has been achieved 
within Project budget and with minimal implementation delay. In addition, two 
complementing technical assistance (TA) grants, one to provide training for road 
maintenance at provincial level and a second for assisting the executing agency 
(EA), Ministry of Communications, Transport, Posts and Construction (MCTPC), 
in establishing a management information system, were both adjudged to be 
successful. 
 
3. Despite the documented successes, the PPER (i) rightly calls into 
question the reason for truncating Contract D, Nasenphan to Veun Kham 6.9 km 
short of the Cambodian border; (ii) cites the poor performance of the pavement in 
Contract C, Phiafay to Nasenphan; (iii) questions the whereabouts of the roads 
targeted for periodic maintenance under the loan; and (iv) calls for greater efforts 
in ensuring sustainability of the investments, and in promoting increased 
awareness in road safety and the transmittal of HIV/AIDS. Taking each of these 
aspects in turn, Management’s response is as follows: 
 

• While the PCR sheds little light on the missing 6.9 km, stopping 
construction activities short of an international border is not an 
uncommon occurrence in the Greater Mekong Subregion (GMS), and 
is usually borne out of an apprehension of where the exact border 
location occurs. 

 
• The premature deterioration of the pavement in Contract C is 

attributed to the inclusion of unsuitable material in forming the road 
sub-base. This calls into question the judgment of the contractor and 



 

the diligence of the supervision consultant, and highlights once again 
the importance of the relationship between these two parties. The 
inclusion of unsuitable material in a pavement layer will usually result 
in a soft spot developing and the early formation of potholes.  If this is 
not detected during the defects liability period, usually 12 months after 
substantial completion of the road, then only increased maintenance 
effort on the part of the MCTPC will prevent rapid deterioration and 
subsequent failure of the pavement. 

 
• ADB’s willingness to finance periodic road maintenance is an 

acknowledgement of the inability and often reluctance of many 
developing member countries (DMCs) to allocate sufficient resources 
to this task.  The perception that newly constructed roads is 
maintenance free for the first three or four years is still widely held, 
despite evidence to the contrary. In the case of the Project, it would 
appear that insufficient effort was taken in tracking the periodic 
maintenance inputs provided under this component, hence the 
inability to determine whether planned targets were achieved. 

 
• OED’s concerns on road safety and the spread of HIV/AIDS are 

acknowledged and both these areas have been accorded heightened 
attention in subsequent road projects in Lao PDR and throughout the 
GMS. It is a sad fact that improved geometric standards and smoother 
running surfaces lead to higher speeds and an increase in the number 
and severity of road accidents.  While road safety features are 
intrinsic in all ADB road project designs, their degree and extent are 
governed by various factors including traffic densities, level of public 
awareness, and government’s commitment to invest in such 
measures. It is also an established fact that roads crossing 
international borders are often conduits for the spread of sexually 
transmitted infections (STIs), and campaigns for heightened 
awareness particularly at trucking stops are also a feature of ADB 
road transport projects.   

 
B. Lessons Learned 
 
4. Management fully supports the findings of the PPER and lessons 
deduced from the same. The observations are accurate and informative, and will 
greatly help in raising awareness among future project formulation and 
administration teams. The reminder that such infrastructure projects are best 
initiated within the overall context of the GMS framework in order that 
complementarities can be derived is noted, as is the need for closer monitoring of 
activities during project implementation to ensure that loan proceeds have been 
used as intended. 
 
5. We also appreciate the stance taken by OED on the benefit monitoring 
and evaluation (BME), particularly the acknowledgement that many DMCs have 
neither the aptitude nor the resources to undertake this work after the project 
completion. Observations on the need to develop synergies by initiating projects 
in parallel is acknowledged as is the importance of a clear demarcation of 
responsibilities between the supervision consultant and the contractor to avoid 



 

 

the sort of disputes encountered on Contract C. Comments on subregional 
cooperation and the facilitating role played by efficient transport and 
communication links is also noted and appreciated. In this regard, efforts will be 
increased to expedite border dispute resolution between Lao PDR and Cambodia 
to enable connectivity of this strategic transport link. 

 
C. Conclusion 
 
6. Management agrees with the report’s conclusion that the Project has 
made a significant contribution towards subregional cooperation in the GMS, and 
that numerous socioeconomic benefits have been derived for communities living 
within the zone of influence of the Project. We also concur with OED on the 
measures needed for adequate road maintenance funding, and will continue to 
support this work, including such initiatives as the Highway Development and 
Management Model. 
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