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B. Project Description (summarized from the report and recommendation of the President1) 
 
(i) Rationale. The rationale for the project was that a reasonable quality of life was unattainable for 

many people in the target small towns and peri-urban areas of Vientiane. Attempts to improve the 
situation were impeded by the need for people, especially women and children, to spend a significant 
amount of time and effort collecting water, and by the high cost of buying water from vendors. The 
economic development of project communities was constrained by the lack of basic infrastructure, 
and the government’s efforts to improve public health were undermined by a shortage of sanitary 
facilities and limited hygiene awareness. The project addressed the government’s highest priorities in 
the water supply sector and was intended to help the government toward its long-term vision of 
providing safe and convenient water supplies and sanitation facilities to 80% of all urban 
communities. 
 

(ii) Impact. The goal of the project was the sustained improvement in the environmental health and 
quality of life in small urban communities. The project target was to reduce dependence on unsafe 
and inconvenient water sources in project communities in accordance with the following milestones: 
1999 – 100%, 2004 – 25%, and 2008 – 20% (expressed as a percentage of households). The target 
population was about 165,000, of which 65,000 were in Vientiane and 100,000 in small towns in 

                                                 
1  ADB. 1999. Report and Recommendation of the President on a Proposed Loan to the Lao People's Democratic 

Republic for the Water Supply and Sanitation Sector Project. Manila. 
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various parts of the country. 
 

(iii) Objectives or expected outcomes. 
 
Objectives: 
(a) establish a regulatory framework for the urban water supply sector; 
(b) develop sustainable operational frameworks for the decentralized management of the water 

supply, build capacity in provincial water supply organizations; 
(c) implement water supply and sanitation systems in about 12 of the highest priority small 

towns; and 
(d) expand the water supply distribution system and sanitation facilities for Vientiane. 
 
The more specific objective for the water supply systems was to provide treated water on a 24-hour 
basis at a specified pressure, quantity, and quality. Furthermore, water was to be supplied to the 
target communities at affordable tariffs of no more than 5% of household income. 
 
Expected outcomes: 
(a) effective regulation of the sector; and 
(b) potable water supply and sanitation: 
 (1) water supply service to 80% (on average) of the population of target communities by 

2008, and 
 (2) sanitation coverage of 75% (on average) of the population of target communities by 

2008. 
 

(iv) Components. The original components of the project were as follows: 
(a) part A: Community Awareness and Participation Program (CAPP)—comprising the design and 

implementation of a community awareness and education program in sanitation and health; 
(b) part B: improved water supply and sanitation for small towns—comprising the construction of 

piped water supply systems and sanitation improvements in five small towns in phase 1 and 
seven small towns in phase 2, selected throughout the country; 

(c) part C: expansion of Vientiane water supply and sanitation system—comprising the 
expansion of the existing distribution system to serve an additional 65,000 people in the peri-
urban areas of the city, onsite sanitation, and local drainage networks in all target towns; and 

(d) part D: implementation assistance and capacity building—comprising incremental 
administration costs for the project management unit, vehicles, equipment, training, and 
consulting services in four packages: 

 (1) package A: feasibility studies, detailed design, and construction supervision; 
 (2) package B: capacity building for the water supply sector; 
 (3) package C: unexploded ordnance mitigation services; and 
 (4) package D: CAPP. 
 
During project processing, the Agence Française de Développement (AFD) had expressed interest in 
financing part C, and the Norwegian Agency for Development Cooperation (NORAD) had expressed 
interest in financing part D (package B). Since neither of these proposals had been finalized by the 
time of loan approval, ADB proceeded to loan signing. However, by the time of the loan inception 
mission in October 2000, the government had formalized bilateral agreements with both AFD and 
NORAD and submitted a formal request for a change in project scope. The government proposed 
canceling these components from the ADB loan and reallocating the amount saved to part B for the 
construction of additional piped water supply systems in three small towns and rehabilitation of the 
existing water supply systems of five other towns. ADB approved the request for a major change in 
scope and the reallocation of loan proceeds in April 2001. As a result, the number of target small 
towns increased from 12 to 20. 
 
Both AFD and NORAD provided tied grant assistance. Hence, from the ADB point of view, the 
financing was considered parallel financing, not cofinancing. In all subsequent project 
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documentation, part C is not mentioned. However, the back-to-office reports (BTORs) and PCR 
referred to the progress, success, and/or failure of the capacity building program.2 

 
 

C. Evaluation of Design and Implementation (project completion report assessment and validation) 
 

(i) Relevance of design and formulation. The PCR rates the project relevant and states that it was in 
keeping with both the country and ADB strategies in place at the time. However, the PCR does not 
provide any analysis or comment on the project design and formulation, proposed implementation 
arrangements, or quality of the report and recommendation of the President (RRP). 
 
The PCR states, “The project helped the government develop an appropriate policy and institutional 
framework to ensure that investments were equitably distributed and sustainable.” This addresses 
the project’s achievements rather than analyzing the project design. Furthermore, this assessment 
refers primarily to the work carried out under part D (package B), which was excluded from the 
project and undertaken by NORAD under parallel bilateral financing. The PCR does refer to the role 
of AFD and NORAD but does not comment on the impact on the original project, as formulated by 
ADB, of removing these two components. The decision to approve a major change in scope should 
have been discussed in the PCR. 
 
The ADB Independent Evaluation Department (IED) agrees that the project was relevant as the goals 
and objectives were in line with country and ADB policies. The project design brought together all 
components required to achieve the stated outcomes but was overly optimistic in certain respects. As 
a result, insufficient attention was paid to the mitigation of risks. It should have been clear from the 
project appraisal that the key problem areas would be institutional capacity building, construction of 
sanitation facilities, and tariff setting. If the RRP had highlighted these issues better, the project 
officers might have paid more attention to them during implementation. The project was not 
sufficiently pro-poor as there was inadequate provision for water supply to those unable to afford 
connections. Some of the assumptions in the RRP were unrealistic, and the project framework was 
weakened by the paucity of performance indicators to guide the project implementation team. 
 

(ii) Project outputs. The PCR includes a fair and complete review of output 1, covering effective 
regulation of the sector. However, the removal of the capacity building program from ADB financing 
and the significant impact this action could have on the outcome of the project should have been 
analyzed in the PCR. Furthermore, the PCR does not comment on a later change in project 
implementation whereby the Government of Japan took over the responsibility for training 
government staff. 
 
The PCR review of output 2, potable water supply and sanitation coverage, highlights areas where 
the project failed to achieve the desired outputs and discusses some of the reasons for the failure, 
particularly in relation to the CAPP. However, this section of the PCR is not complete and the 
following issues should have been discussed in more detail: 
(a) The PCR does not cover the output of the program to rehabilitate the water supply systems 

in five project towns, but only the 15 towns where new systems were to be constructed. This 
work is in addition to the original project scope but should have been included in the 
assessment. However, as discussed in the PCR, no new targets were set when the project 
scope was amended. 

(b) The assessment of sanitation coverage includes the latrines built and financed by either the 
people themselves or other development partners, and gives an overall figure of 35%, 
compared with a target of 75%. While it is possible that the project had a positive influence 
on the sanitation sector, the coverage it achieved was only 12%. 

(c) The PCR does not discuss the impact on the project of appointing individual consultants for 
the CAPP rather than a nongovernment organization as originally intended in the RRP. 

(d) The PCR does not discuss the impact on the project of appointing contractors on a town-by-

                                                 
2  ADB. 2008. Project Completion Report: Water Supply and Sanitation Sector Project in the Lao People’s 

Democratic Republic. Manila. 
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town basis rather than for groups of towns as originally intended. 
(e) The PCR concentrates on the quantity of the outputs rather than quality. For example, the 

BTORs noted that problems were experienced with raw water pumps, the water supply was 
intermittent, and numerous sanitation facilities were inappropriate as they were constructed 
without adequate technical assistance. However, the PCR does not raise these issues. 

(f) This section of the PCR does not assess the quality of water supplied. 
 

(iii) Project cost, disbursements, borrower contribution, and conformance to schedule. The PCR gives 
a good summary of these issues and is generally fair and accurate. In discussing the reallocation of 
funds because of the change in scope, para. 20 of the PCR refers to “the transfer of part C and the 
capacity-building services in part D to cofinancing." This leads to confusion as, according to project 
documentation, AFD and NORAD provided parallel funding rather than cofinancing. The PCR should 
have clarified this important point. 
 
Section E, Project Schedule refers to an “18-month extension,” but the basic data indicates that the 
actual closing date of the project was 25 months after the originally scheduled date of 30 June 2006. 
 

(iv) Implementation arrangements, conditions and covenants, related technical assistance, 
procurement, and consultant performance. The PCR provides a good summary of the status of 
compliance with the loan covenants. However, there is one minor discrepancy in the main text, which 
states that the covenant on separate depreciation schedules was not complied with, while Appendix 
5 indicates that it was partly complied with. The realistic summary provided in the PCR is noticeably 
different from the more optimistic summaries in various BTORs submitted during project 
implementation. 
 
The PCR concludes that noncompliance with the four covenants was due to poor financial 
management by the provincial water supply companies. The PCR should have analyzed the link 
between this poor performance and the decision to remove part D (package B) from the ADB loan.3 
 
The PCR’s description of the performance of the main consultant and the unexploded ordinance 
consultant seems to be fair and complete. However, the review of the CAPP consultant appears to 
be inaccurate. The PCR states that the individual consultants were hired for 7 months of international 
and 196 months of national consulting services, implying that this was as intended. However, the 
BTORs state that the “international consultant was terminated after 7 months,” which indicates a 
failure on the part of the consultant concerned. The PCR should question whether the correct 
approach to CAPP consultants was made. 
 
The PCR refers to the decision to divide construction work for the first five towns into five separate 
contracts rather than one, but does not comment on whether this was the right course of action. As it 
resulted in the appointment of only local contractors or poor performing contractors from the People's 
Republic of China (PCR, para. 42), the PCR should have considered whether the project would have 
been better executed if a more experienced international contractor had been appointed. 
 

(v) Performance of the borrower and executing agency. The PCR rates the performance of the 
borrower and executing agency satisfactory. This is surprising as (i) the objective of establishing a 
regulatory agency was not achieved, and (ii) the financial conditions and covenants were not fully 
complied with. However, the PCR rates the performance of the project management unit less 
satisfactory because of its preoccupation with contracting and disbursements rather than outputs, 
outcome, and impact. IED rates it partly satisfactory. 
 

(vi) Performance of the Asian Development Bank. The PCR rates ADB's performance satisfactory. 
However, the PCR states that the frequent turnover of project officers reduced the effectiveness of 
ADB’s assistance. It also states that ADB should have been more firm in insisting on compliance with 

                                                 
3 Covenants on (i) water tariff increases, (ii) sufficiency in cash balance, (iii) separate depreciation schedules, and (iv) 

debt service coverage of at least 1.2 by 2006. 
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loan conditions and should have recognized the importance of provincial governments. These 
statements are not consistent with a satisfactory rating. This validation rates the ADB's performance 
partly satisfactory.  

 
In addition to these shortcomings: 
(a) The RRP was overly optimistic and provided inadequately for the mitigation of potential 

problems. Its assumptions regarding key areas of the project were unrealistic and provided 
insufficient key performance indicators. 

(b)       ADB was slow to pick up on the problems. Accurate and realistic reports on the status of the 
project were submitted only by later missions. Until that time, the project was rated 
satisfactory or highly satisfactory even though the required outputs were not being achieved. 
The PCR notes that a special administration mission had to be dispatched, and that 
additional funding was made available to complete the work and replace items of equipment 
that were installed under the project. With proper monitoring, these problems could, and 
should, have been avoided. 

 
 

D. Evaluation of Performance (project completion report assessment and validation) 
 

(i) Relevance. The PCR states, “The project remains relevant in achieving the national development 
vision and goals of the Lao PDR as presented in its Sixth National Socioeconomic Development Plan 
(2006–2010) and the national growth and poverty reduction strategy, in which the government affirms 
its goal of reaching its Millennium Development Goal targets.” IED concurs with this rating. It is 
evident that during the course of the project, and particularly toward the end, ADB worked with the 
executing agency, the Ministry of Communications, Transport, Posts, and Construction (MCTPC), to 
amend both water connection and sanitation policies to increase the number of connections made 
and facilities constructed. As a result, the project became more pro-poor as it progressed. 

 
(ii) Effectiveness in achieving outcome. The PCR rates the project less effective for the following 

reasons: 
(a) A 24-hour treated water supply was not achieved. 
(b) Because of the intermittent water supply, water would not have been potable all the time. 
(c) Water bills have not remained within the specified upper limit of 5% of household income. 
(d) Water supply coverage of 60% of the population (on average) was achieved compared with 

the target figure of 80%. 
(e) Sanitation coverage of 35% of the population (on average) was achieved compared with the 

target figure of 75%. 
(f) The regulatory framework was only partly implemented. 
 
IED concurs with this rating, although the reasoning requires further discussion. The figure for 
sanitation coverage of 35% is not accurate as it includes the latrines built and financed by either the 
people themselves or other development partners. The coverage achieved by the project was only 
12%. The PCR includes the failure to establish the regulatory framework as part of the reason for 
rating the project less effective, but does not mention that this component was removed from the 
ADB-financed project and was instead financed by NORAD. The PCR should discuss whether this 
failure was influenced by ADB’s agreement to change the project scope and allow NORAD to finance 
part D (package B). 
 
The PCR stated that a lack of bacteriologic and pressure data made it impossible to assess the 
project against these targets. This is surprising as it is straightforward to determine whether water is 
being delivered at a reasonable pressure, and some form of basic quality testing should have been 
possible. 
 
The PCR makes no reference to the achievements of the rehabilitation work in the five towns in 
phase 1 of Part B. However, project documents do not appear to include any stated objectives 
related to the rehabilitation work, which makes evaluation in the PCR difficult. 
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(iii) Efficiency in achieving outputs and outcomes. IED concurs with the less efficient rating of the 
project in the PCR. The economic internal rate of return has been recalculated in the PCR for each 
town based on actual project data. While all but one are above the opportunity cost of capital of 12%, 
all economic internal rates of return are less than the values determined at appraisal. The lower-than-
projected returns were caused by higher construction costs and, more importantly, reduced revenues 
resulting from fewer water supply connections and lower-than-predicted per capita consumption. IED 
agrees with the PCR that the water consumption figures adopted at appraisal were appropriate and 
that people are not willing to forego completely their traditional sources. 
 
The PCR also correctly rates the project implementation less efficient and notes that the completion 
date had to be extended in order to complete the works. Even with the extension, the number of 
water supply connections and sanitation facilities constructed are significantly below the targets. 
 

(iv) Preliminary assessment of sustainability. The PCR rates the project less likely to be sustainable, 
because of the type of water treatment process and the lack of operation and maintenance skills, and 
because none of the subprojects are financially sustainable. 
 
Rapid gravity filter technology was employed where appropriate on this project. Although this 
technology was successfully used in the past, it has posed problems on this project. Government 
staff have been unable to operate the plants to a consistently high standard. The PCR reports that 
the plants can produce water of appropriate quality for domestic use but not for drinking. However, 
the PCR states, “During project implementation the capacity of the operating staff improved, as 
evidenced by the repairs and improvements made at the treatment plants and the use of the 
laboratories.” This statement seems to conflict with the earlier statement that bacteriological analyses 
are not available, although staff may have only grasped the more basic physical water tests. 
 
The PCR is clear that none of the project’s water supply facilities generate enough revenues to cover 
operating expenses, debt service, and full depreciation. Hence, the sustainability of the project 
depends on the ability of the provincial water supply companies to subsidize operations. The PCR 
does not mention physical losses from the water distribution system even though this issue was 
raised in several BTORs and in subsequent correspondence with the MCTPC. 
 
IED agrees that a rating of less likely to be sustainable is appropriate. 
 

(v) Impact (intended and unintended). The impact section of the PCR is limited to a subjective 
assessment of environmental, socioeconomic, and land acquisition and resettlement issues. It does 
not reference specific examples, post-project data, or social analysis. 
 
The PCR’s examination of the environmental impact is shallow and lacks any detailed discussion 
based on quantifiable data. The PCR states that “the improved sanitation facilities have had a 
positive environmental impact,” but also reports that one of the negative impacts is “wastewater 
pollution resulting from the increased volumes of water.” Since the PCR notes that the project 
achieved 60% coverage for water supply and only 35% coverage for sanitation (actually only 12%), it 
is not certain that the project had an overall positive impact. 
 
The PCR states that the groundwater table has been lowered as a result of the project, but it does 
not discuss the impact of this. Lowering of the groundwater table is normal for a water supply project 
of this nature. However, it would have been appropriate to include a statement as to whether this has 
caused, for example, the drying out of any shallow wells in the vicinity of the works. The PCR states 
that the disposal of sludge and filter backwash water had a negative impact on the environment, but 
also reports that the “impact has been minimized through appropriate design and construction.” This 
statement would appear to be contradicted by project documentation indicating that sludge is 
disposed of directly into the river without treatment. 
 
The PCR states that, by improving the water supply and sanitation, the project would have had a 
positive socioeconomic impact in line with its design. While undoubtedly true, this statement should 
have been substantiated by available statistics on water-related diseases or child attendance at 
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school. There was no effective benefit monitoring and evaluation or project performance monitoring 
system. The PCR states that the project has not had sufficient impact on the poor because of the 
partial failure of the deferred payment system. This aspect of the project was neither designed nor 
implemented well. This validation rates the impact of the project moderate. 

 
 

E. Overall Assessment, Lessons, and Recommendations (validation of project completion report assessment) 
 

(i) Overall assessment. IED concurs with the PCR rating the project relevant, but less effective, less 
efficient, and less likely to be sustainable. IED also concurs with the overall partly successful rating. 
 
However, IED does not concur with the PCR's satisfactory rating for the performance of the borrower, 
the MCTPC, and ADB. IED considers a partly satisfactory rating more appropriate. The government 
showed insufficient commitment to the establishment of a regulatory authority and provided 
insufficient support to the provincial water supply companies. Likewise, ADB performance is also 
partly satisfactory; as there were areas where it could have done better, in terms of assessment of 
the provincial government’s level of authority, commitment to follow-up on covenants, and the 
delayed action of dispatching special administration mission.  
 

(ii) Lessons. The identified lessons are all appropriate and are well presented in the PCR. The lessons 
address the vital importance of establishing an appropriate house connection financing policy. 
 

(iii) Recommendations. IED concurs with the recommendations in the PCR, which states that “future 
urban water supply projects should base investment decisions on the debt service capacity of the 
water companies and their commitment to increasing tariffs, if necessary, before any construction 
begins.” While this is correct, it should not become the only basis for subproject selection, as many of 
the criteria identified in the RRP remain relevant. The recommendations should include proposals to 
improve ADB’s monitoring procedure, as many of the problems experienced in this project could 
have been identified earlier. 

 
 

F. Monitoring and Evaluation Design, Implementation, and Utilization (project completion report assessment 
and validation) 

 
As noted in the PCR, the project design provides little guidance for monitoring project performance. Apart 
from stating target coverage percentages, the RRP provides no key performance indicators and only refers 
to the type of mechanism that could be used to monitor project performance. 
 
The PCR is also correct to note that project management was too focused on contracting and disbursement. 
During project implementation, data collection was limited to the physical progress of the works, the value of 
funds disbursed, and an overview of the progress of institutional reform. Apparently, no attempt was made to 
collect data that would reflect the impact of the project. As a result, it was impossible to determine whether 
the goal of “sustained improvement in the environmental health and quality of life for small urban 
communities” was being achieved. 
 
Although data was collected regarding the physical progress of the project, little attention has been paid to 
its meaning. Only in the last year of the project ADB realized that the number of water supply and sanitation 
facilities constructed was significantly below the target. This aspect of the work was so far behind schedule 
that additional missions had to be dispatched and the loan period extended to achieve a limited result. 
 
 

G. Other (e.g., safeguards, including governance and anticorruption; fiduciary aspects; government assessment 
of the project, as applicable) (project completion report assessment and validation) 

 
No issues were noted in the PCR. 
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H. Ratings PCR IED Review Reason for Disagreement/Comments 
Relevance: Relevant Relevant  
Effectiveness in 
achieving outcome: 

Less effective Less effective  

Efficiency in achieving 
outcome and outputs: 

Less efficient Less efficient  

Preliminary assessment 
of sustainability: 

Less likely to be 
sustainable 

Less likely to be 
sustainable 

The lack of appropriate staff training and 
lower-than-desired income represent a 
significant threat to the future of these 
schemes. 

Borrower and executing 
agency: 

Satisfactory Partly satisfactory Insufficient commitment by the government 
led to a less effective outcome. 

Performance of ADB: Satisfactory Partly satisfactory4 ADB should have maintained greater control 
over the institutional capacity building 
element. Poor project monitoring resulted in 
problems being neglected until it was too 
late. 

Impact: Impact on the 
poor was less 
than intended 

Moderate Because the pro-poor element of the project 
was not well designed, the impact was less 
than desirable. 

Overall assessment: Partly successful Partly successful The project has significantly improved water 
supply and sanitation coverage, but has 
failed to ensure that the required institutional 
framework is in place. 

Quality of PCR:  Partly satisfactory Although well written and candid, the PCR 
lacks coverage and depth in key areas. 

 
 

I. Comments on PCR Quality 
 
 Although well written, consistent, and candid, the PCR lacks coverage and depth in key areas. The 

assessment of the project design is inadequate, analysis of major changes in project scope is lacking, and the 
quality of the end product is not addressed sufficiently. Furthermore, some of the findings and conclusions, 
particularly in relation to project impact, are not supported by sufficient evidence. However, the PCR 
represents a considerable improvement on the quality of the BTORs submitted during the course of the 
project, which were clearly overstating project performance. The lessons learned and recommendations are 
appropriate and well written. 

 
 

J. Recommendation for Independent Evaluation Department Follow-Up 
 
 No further evaluation is required. 

 
K. Data Sources for Validation 
 
 Data sources used in the preparation of this validation report included the RRP, BTORs, the PCR, and other 

project documents. 
 

                                                 
4 IED and the Social Sectors Division of the ADB Southeast Asia Department discussed the "performance of ADB" in 

January 2010, but could not agree on the final rating. SESS took the view that the rating should take into 
consideration the level of effort demanded by the circumstances of project implementation. IED's rating was based 
on the criteria for assessing "ADB performance" outlined in ADB. 2006. Guidelines for Preparing Performance 
Evaluation Reports for Public Sector Operations. Manila. Since then, SESS has been reorganized, and it is no 
longer responsible for water supply and sanitation operations. On other ratings, including the overall project rating, 
SESS concurred with IED. 



 

REGIONAL DEPARTMENT'S RESPONSE TO THE VALIDATION REPORT  
 
On 3 December 2009, the director of the Independent Evaluation Division 2, Independent 
Evaluation Department (IED), circulated a draft validation report on the project completion report 
for interdepartmental comments. IED received the following comments from the Social Sector 
Division of the Asian Development Bank (ADB) Southeast Asia Department. 
 
We have reviewed the project completion report validation report. We understand that IED has a 
different take on rating the performance of ADB, and the borrower and executing agency. With 
this in mind, we maintain our ratings, and we have no further comments on the final draft. 
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