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I. PROJECT DESCRIPTION 
A. Rationale 

 
1. The prevailing environment conditions in the provincial towns of Papua New Guinea 
(PNG) caused significant adverse impacts on people’s health, quality of life, and their human 
and economic development. Improving basic urban services, particularly water supply and 
sanitation, was directly linked to better public health and overall social indicators. Large sections 
of urban society, especially the poor, suffered from inadequate urban services and unsanitary 
conditions. Water supply covered about 43% of the total urban population in PNG, and 
sewerage systems only about 20%. Communities in the project towns acknowledged water as 
their number one priority, with the lack of water during the dry season a very serious and 
universal problem. Sanitation was generally inadequate and existing sewerage systems mostly 
served the developed sections of towns. The urban poor often resorted to informal and ad hoc 
methods of disposing human waste, directly contributing to the high incidence of intestinal 
diseases (diarrhea and dysentery), which had become endemic in most towns. Many 
communities on the urban fringes had no sanitation facilities.  
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B. Expected Impact 
 

2. This Asian Development Bank (ADB)-financed Provincial Towns Water Supply and 
Sanitation Project (the project)1 and its parallel grant program, the Low-Cost Sanitation and 
Community Awareness and Health Education Program2

C. Intended Objectives or Outcomes 

, aimed to benefit about 78,000 people 
and business areas in the selected towns. In addition, an estimated 200,000 customers were 
expected to indirectly benefit from more efficient urban service delivery, resulting in better health 
and quality of life for all beneficiaries. The water supply components aimed to raise the quality of 
drinking water and increase its availability. The sanitation components intended to enhance 
public health conditions through hygiene and lower on-site and off-site pollution levels. In 
addition, the sanitation and health education program was designed to give all beneficiaries, 
particularly the poorest, access to affordable on-site sanitation and quality health education. 

 
3. The outcome was to promote human and economic development in selected provincial 
towns by improving public health and quality of life. The project had two primary outcomes: (i) 
improvement of social indicators for the overall population, particularly in the poor communities 
of the selected six provincial towns; and (ii) improved governance in the water supply and 
sanitation sector. 

4. The objectives of the project were to (i) increase coverage and quality in delivering basic 
water supply and sanitation (sewerage) services; and (ii) improve management and 
coordination of water supply and sanitation by building the capacity of the Water Board. 

5. The objective of the sanitation and health education program (financed by the Japan 
Fund for Poverty Reduction [JFPR]) was better health and reduced poverty for poor households 
and other urban residents through appropriate and low-cost sanitation, community awareness, 
and health education activities.  

D. Components and Outputs 
 
6. The project’s components are as follows: 
 

(i) Provision of water supply and sewerage system to six provincial towns: (a) new 
or extension of safe water supply services in Kerema, Mendi, and Wabag; and 
(b) rehabilitation of sewerage services and sewerage treatment to improve 
environmental conditions in the towns of Alotau, Madang, and Mt. Hagen. 

(ii) Sector policy support and capacity building for the PNG Water Board: (a) support 
policy reform to establish clearer sector planning and regulatory responsibilities 
and funding provisions; and (b) build the capacity of the PNG Water Board to 
improve management capacities for higher efficiency, better operation and 
maintenance, and adequate environmental management of its own operations. 

(iii) Project management support: provide consulting services to assist with project 
management activities including procurement, detailed design, and construction 
supervision. In addition, as a highly complementary part, the sanitation and 

                                                           
1   ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Papua New 

Guinea for the Provincial Towns Water Supply and Sanitation Project and Proposal for Administering a Grant from 
the Japan Fund for Poverty Reduction to Papua New Guinea for Low-Cost Sanitation, Community Awareness and 
Health Education. Manila. 

2  ADB. 2000. Grant Assistance Report on JFPR 9002-PNG: Low-Cost Sanitation and Community Awareness and 
Health Education Program. Manila.   
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health education program will be financed by the JFPR with contributions from 
local governments and the beneficiaries. 
 

E. Provision of Inputs  
 

7. The original project cost was estimated at $23.3 million. Actual cost was $23.2 million. 
ADB approved the loan for almost SDR12.0 million ($15.3 million equivalent at appraisal) on 14 
December 2000. Of ADB’s loan amount, SDR3.9 million ($5.9 million equivalent) was canceled. 
The government’s counterpart funding amount was $6.1 million equivalent at appraisal, but the 
actual counterpart funding contribution was $11.0 million equivalent, primarily due to cost 
overruns, implementation delays, and the lack of reimbursement due to delays in processing 
claims prior to loan closure.  
 
8. ADB provided funding to cover foreign exchange costs and a proportion of local costs. 
The Government of Papua New Guinea financed the remainder of the local costs. A JFPR 
grant, administered by ADB, covered the cost of the sanitation and health education program 
(footnote 2). A proposed grant worth $1.8 million from the Australian Agency for International 
Development (AusAID) to provide technical support for the PNG Water Board did not 
materialize. 
 
F. Implementation Arrangements  

9. The PNG Water Board was to establish a central project management unit that would be 
responsible for coordinating and managing all project activities. A project steering committee 
provided overall direction and guidance. Provincial town implementation units were to be 
established in the project towns for day-to-day management and supervision. Coordinating 
committees in provincial towns were also planned to complete coordination arrangements and 
facilitate consultation and participatory processes between the provincial town implementation 
units and communities. The sanitation and health education program had specific 
implementation arrangements with a coordination unit and implementation unit set up at the 
provincial level in each subproject town. 
 

II. EVALUATION OF PERFORMANCE AND RATING 
  
A. Relevance of Design and Formulation  
 
10. The project completion report (PCR)3 cited that ADB’s country operational strategy for 
PNG in place at the time of appraisal was consistent with ADB’s policy on water supply and 
sanitation (WSS).4 The PCR emphasized that the strategy also conformed to the government’s 
Medium Term Development Strategy, 1997−2002, 5

                                                           
3 ADB. 2010. Completion Report: Provincial Towns Water Supply and Sanitation Project in Papua New Guinea. 

Manila. 

 which stressed poverty reduction and 
investments in WSS infrastructure and services to improve public health care. The project 
objectives were consistent with the government’s stated priorities and with the more efficient 
provision of basic services for water and low cost sanitation to achieve better health outcomes, 
especially for the urban poor. 

4  ADB. 2011. Water for All: The Water Policy of the Asia Development Bank. Manila. 
5  Government of Papua New Guinea, National Planning Office. 1996. Medium Term Development Strategy 1997–

2002. Port Moresby. 
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11. The PCR noted that there were more towns considered initially but the prudent selection 
process adopted cut down the number of towns to only those that yielded an economic internal 
rate of return of 10%. The schemes included at appraisal were (i) water supply subprojects for 
Kerema, Mendi, and Wabag; and (ii) sewerage subprojects at Alotau, Madang, and Mt. Hagen. 
In addition, the sanitation and health education program was included for the urban fringe areas 
of Alotau, Lae, Madang, Mt. Hagen, and Wewak. The program targeted poor households as 
they could not be reached by modern sewerage systems. All recommended town sites were on 
publicly owned land.  
 
12. The PCR remarked that the scope of the water supply schemes was not well defined. 
Reliable and financially viable water supply schemes could not be implemented in either 
Kerema or Mendi. The PCR surmised that this might have been partly caused by the project 
preparatory technical assistance (PPTA) team being requested to survey too many town sites 
within a limited period to fully verify water supply affordability. This resulted in insufficient 
technical assessment. Only the Wabag water supply scheme was completed. Similarly, the 
scope of the sewerage schemes was not well defined, and only the Madang sewerage scheme 
was completed with loan funds. The Alotau and Mt. Hagen sewerage schemes were not 
constructed. 
 
13. The PCR stated that project design appropriately identified risks relating to (i) the need 
for government commitment to sector reform and good governance; (ii) stability of staffing in the 
Water Board; (iii) timely release of counterpart funds; and (iv) the timely appointment of 
consultants. However, those risks were not identified with the delays in obtaining the state 
solicitor’s endorsement; the lack of affordable sources of water at two of the three selected 
water supply sites; and the point that the proposed AusAID grant would not be provided. 
 
14. The PCR contended that the project’s objectives were highly relevant in improving public 
health and quality of life. However, it cited that the project design flaw affected the project 
significantly. The PCR rated the project’s sector policy and capacity development aspects as 
less successful because the bilateral grant that was to finance this component did not 
materialize. Overall, the PCR rated the project as relevant despite changes in the design of 
subprojects. This validation does not concur with the PCR, as there were some serious project 
design shortfalls. Insufficient technical assessment during or even before the PPTA contributed 
to inadequate design formulation, which hindered a more realistic definition and formulation of 
the scope of the water and sewerage schemes. The project risk assessment was not 
adequately conducted. This validation downgrades the project’s relevance to less than relevant 
because of the project design shortfalls, despite the fact that the original goals and objectives 
were relevant.  
 
B. Effectiveness in Achieving Project Objectives  
 
15. The PCR pointed out that the project only partly achieved its objectives of increasing 
coverage and improving the delivery of basic WSS services and the management and 
coordination of the sector by building capacity in the Water Board. The project completed only 
one of the three anticipated water supply schemes. Water supply services were rehabilitated 
and improved for 542 connections serving 6,000 people in Wabag. The project completed only 
one of the three anticipated sewerage schemes. In Madang, there were 47 connections 
completed serving 1,000 people. In Alotau and Mt. Hagen, the two other towns where sewerage 
schemes were planned, land availability issues prevented development. The project’s original 
sanitation target was 20,800 people. The PCR stated that sector policy and coordination targets 
were also only partly met. Thus, the PCR rated the project less effective. This validation concurs 
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with this rating and rates it less than effective. Clearly, the project did not fully achieve its 
intended objectives and outputs with only less than a third of target beneficiaries served by the 
water supply scheme, and less than 5% of intended beneficiaries provided with improved 
sanitation services. 
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes  
 
16. The PCR stated that the economic rate of return was not recalculated because the 
project completed only two of the proposed six WSS construction subprojects at a far higher 
cost than at appraisal. The PCR specified that considerable cost was incurred in redesigning, 
drilling, and seeking alternative sources of water in Mendi and Kerema but neither subproject 
was constructed because viable water sources were not found and other options were too 
costly. The loan closing date was delayed by 3 years. The PCR further stressed that these 
delays resulted in (i) a 4-year delay in providing water supply benefits and a 3-year delay in 
sanitation benefits; (ii) additional cost to the government in paying commitment fees over an 
additional 3 years; and (iii) the failure to reimburse a significant amount of the project cost. 
 
17. The PCR rated the project inefficient. This validation concurs with the PCR rating. There 
could be no other possible rating as the higher cost of those completed were obviously caused 
by inefficient use of project resources, and those not completed also incurred significant 
redesigning and drilling costs yet did not bear fruit due to lack of water source or considerably 
higher costs. 
 
D. Preliminary Assessment of Sustainability 
 
18. The PCR assessed the project as less likely to be sustainable. The PCR argued that the 
less than full cost recovery has made it difficult to maintain existing and new water supply 
systems. In Wabag, a gravity-fed scheme, and therefore cheaper than some towns to operate, 
was not financially viable as only 26% of water supplied is currently being paid for. The PCR 
revealed that most provincial governments rarely showed responsibility for the facilities in their 
respective towns. In the Highlands, for example, residents do not take adequate care of the 
facilities provided by the Water Board, despite their need for clean water. The PCR rightly 
explained that the absence of a good relationship between the Water Board and its customers is 
a major problem that undermines sustainability. 
 
19. This validation concurs with the PCR and gives a less than likely sustainable rating. No 
project can continue to operate and maintain facilities and infrastructure completed by the 
project without sufficient and assured sources of funding. Without a full and adequate cost 
recovery system in place, project administrators would have to continually compete with other 
agencies and projects for usually limited budgetary resources. This uncertainty and the users’ 
and/or beneficiaries’ lack of willingness to pay for services are major obstacles to sustainability. 

 
E. Impact  
 
20. The PCR conveyed that despite the project’s less than positive performance in terms of 
output completed, effectiveness, and efficiency, it was implied that impact is still significant. The 
PCR contended that in Wabag and Madang, the WSS subprojects achieved favorable 
environmental impacts, as anticipated at appraisal. The sanitation and health education 
program has similarly delivered positive environmental impacts. The PCR, however, ruled that 
the number of people benefited were lower than expected, which was probably due to the high 
cost of providing infrastructure in the country. The PCR compared two similar WSS projects to 
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underscore this argument: one was privately constructed and the other a subproject in Madang. 
The privately built one had an average cost per person of $8.50 equivalent for a family of eight 
while the government’s project cost $3,900 equivalent per person. The PCR claimed that health 
impacts at Madang and Wabag are highly likely to be positive for urban residents, as planned at 
appraisal. The PCR asserted that the project had a positive gender impact particularly through 
the sanitation and health education program. This validation considers the impact as moderate 
at best. The project’s high expectations in direct and indirect beneficiaries including vast 
improvements in water supply and sanitation services, public health, quality of water, and 
overall sector performance were far from achieved. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
  
A. Performance of the Borrower and Executing Agency  
 
21. The PCR rated the performance of the government and the Water Board as satisfactory. 
The PCR maintained that both met their responsibilities and obligations in implementation. 
Lengthy legal opinion procedures caused a delay of 16 months after loan approval. After this 
delay, good progress was made. The changes in scope resulted from inadequate preparation 
before appraisal and during PPTA when the reliability and affordability of water sources were 
not adequately assessed, and not from poor performance during implementation. However, had 
a comprehensive midterm review been conducted, as planned at appraisal and as covenanted 
to take place no later than 24 months after the effective date, the project scope might have been 
revised in a more timely manner. 
 
22. This validation rates the performance of the government and the Water Board as less 
than satisfactory. The project’s woes during implementation can be traced to the lack of 
preparatory work by the government and the Water Board. They did not ascertain actual as 
compared to imputed demand; and did not ensure the target beneficiaries’ sufficient willingness 
to pay. Moreover, the government and the Water Board should have conducted a more 
technically sound scoping of water source availability in the listed towns even prior to the PPTA. 
If these were done, the PPTA resources could have been used more judiciously and efficiently. 
Project documents indicate that the government conceived the project haphazardly and due 
diligence was not thorough. Delays in project implementation were mainly due to legal opinion 
procedures. The inflated costs referred to by the PCR were due to government procedures and 
decisions, which could have been avoided and improved, had the government and Water Board 
decided to do so. The lack of an efficient cost recovery system for the facilities built under the 
project could also have been averted if the government and Water Board clearly committed to 
the promotion of “users pay” principle. 
  
B. Performance of the Asian Development Bank 
 
23. The PCR rated ADB’s performance during implementation as partly satisfactory. The 
PCR cited that the lack of a comprehensive midterm review could have been a major factor in 
hindering a change of scope after it was clear that AusAID cofinancing to support capacity 
building in the Water Board was not forthcoming. Furthermore, the PCR declared that 
inadequacies in the identification of water sources and the cost underestimation are due to 
weaknesses in ADB’s supervision of the PPTA. 
 
 
24. This validation concurs with the less than satisfactory rating. If ADB had exercised due 
technical diligence prior to the PPTA, it would have been obvious that ensuring the existence of 
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adequate water sources was a necessary first step and criteria for identifying towns for inclusion 
in the project. Furthermore, ADB should have looked at the physical configuration of the towns 
and the demographic spread within the area to determine if there was sufficient population 
concentration to ensure the financial viability of the proposed subprojects. Prior knowledge of 
actual demand and willingness to pay is necessary and important if not basic to any project of 
this nature. Even while water supply and sanitation facilities were lacking in the target areas, it 
was not necessary or even advisable to propose a reticulation system if the target beneficiaries 
did not want it, were unwilling to pay for expensive facilities, or for the reason that physical 
constraints in the target areas would make the subproject too expensive. ADB should have 
ascertained all these in the conceptualizing and designing stages of the actual project and the 
PPTA. There seemed to have been undue haste in putting the project together before the 
requisite technical and social studies were undertaken. The project team could have been more 
prudent in designing the project considering the team’s familiarity with the sector.  
 
C. Others 
 
25. The PCR stated that environmental impact was minor, as most of the environment 
related covenants were not met due to the cancelation of water supply subprojects. Social 
impact was also very disappointing as the ventilated improved pit latrine scheme received low 
support from beneficiaries. Per person cost for the construction of the latrines was very 
expensive, making it difficult to replicate. Health impact in Madang and Wabag are rated to be 
highly positive, but very difficult at this time to substantiate, as typhoid is endemic in the 
province and Wabag residents do not have access to potable water or modern sanitation. Thus, 
this validation rates these impacts as moderate.  
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  

 
26. The PCR rated the project partly successful in implementing the designed components. 
It argued that Wabag town has a functioning water supply system and Madang town now has a 
functioning sewerage system. It further asserted that low cost ventilated improved pit latrines 
were installed in the towns of Alotau, Lae, Mt. Hagen, and Wewak; and that the community 
health education program implemented under the project has positively affected these towns. 
This validation concurs with the PCR rating as less than successful only because of the 
completion and operation of the subprojects in Wabag and Madag (see table). However, this is 
not an acceptable success rate in any project considering that ADB has had 20 years 
experience and three previous projects in the sector in PNG and previous work experience with 
the Water Board. ADB was well aware of the issues in the sector but failed to identify the risks 
and take remedial measures to ensure that the effect of such issues would be minimized. The 
project was not well conceived and designed. Subproject costs were overly underestimated, 
resulting in significantly much higher actual costs than at appraisal. It was only during 
implementation that Mendi and Kerema were found to have inadequate ground water source. 
While the PCR rated the ventilated improved pit latrines a success, the number of latrines 
actually constructed was significantly lower (674) than originally expected (4,200) at appraisal. 
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Overall Ratings 
Criteria PCR IED Review Reason for Disagreement and/or Comments 

Relevance Relevant Less than 
relevant 

While the project’s goals and objectives were 
relevant, project design was only less than 
relevant because of design flaws, which failed 
to determine availability of water sources and 
underestimation of costs significantly affecting 
project performance (para.14).  

Effectiveness in 
achieving outcome 

Less effective Less than 
effective 

 

Efficiency in 
achieving outcome 
and outputs 

Inefficient Inefficient  

Preliminary 
assessment of 
sustainability 

Less likely to be 
sustainable 

Less than 
likely  
sustainable 

 

Overall 
assessment 

Partly 
successful 

Less than 
successful  

 

Borrower and 
executing agency 

Satisfactory Less than 
satisfactory 

 

Performance of 
ADB 

Partly 
satisfactory 

Less than 
satisfactory 

 

Impact No rating Moderate The high expectations of the project in 
expected direct and indirect beneficiaries 
including vast improvements in water supply 
and sanitation services; public health; quality of 
water; and overall sector performance were far 
from achieved, traceable, nor observable (para. 
20). 

Quality of PCR  Highly 
satisfactory 

 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source: ADB Independent Evaluation Department. 
 
B. Lessons 
 
27. The PCR identified the following good lessons from the project, which this validation 
supports: 
 

(i) Improving project design and ensuring adequate technical understanding of the 
factors affecting the project, such as water source availability and cost 
estimation, are essential. 

(ii) Targeting of sites in priority areas must be improved so as not to dissipate design 
efforts and resources. 

(iii) Beneficiary demand and willingness to pay must be ensured. 
(iv) Targeting poor families with low-cost technology using grant funds makes good 

sense. 
(v) Low-cost technology has significant potential for improving public health. 

 
28. This validation strongly suggests that these lessons be used to guide ADB staff in 
subsequent project conceptualization and development efforts to avert mistakes experienced in 
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many rural water supply projects. Due diligence should be exercised not only in terms of 
technical factors but institutional, social, financial, and even political factors. While most if not all 
projects have excellent and even noble intentions and objectives and are extremely relevant to 
existing problems in the countries they are proposed for, these projects have to be realistic and 
must be designed considering the inherent problems and issues pertaining to the sector, 
country, or areas where they will be implemented. Due prudence must be exercised in 
expecting institutions to perform beyond what they are capable of and have proven capable of. 
Projects that require continuing operation and maintenance must have a stable cost recovery 
mechanism to ensure sustainability. There are two elements to this: beneficiaries’ willingness 
and ability to pay, and the institutions’ capability to impose and collect tariff. 
 
C. Recommendations for Follow-Up 
 
29. The PCR suggested some very sound recommendations, which could guide ADB’s 
subsequent efforts and similar initiatives: 
 

(i) Low-cost sanitation should be continually pursued. The JFPR-financed grant for 
the sanitation and health education program provided innovative support to the 
project. It was the first time such a grant had been included in a PNG project. It 
enabled poor urban and peri-urban households that otherwise could not expect 
to have access to sanitation infrastructure and suitable facilities. This is an 
appropriate use of such targeted grants, which is recommended for future use in 
PNG. 

(ii) The Water Board should conduct a technical investigation of water availability 
and feasibility in advance of projects supported by development agencies. This 
will vastly improve project design and implementation and project efficiency and 
effectiveness. 

(iii) The Water Board is encouraged to pursue public–private partnership options with 
the Independent Public Business Corporation, as PNG Ports has recently done. 
For ADB, the ongoing work with the government on community service 
obligations is of considerable benefit to the sector and the Water Board. If this 
work proves successful, a role in developing a national water policy would be the 
logical next step.  

 
V. OTHER CONSIDERATIONS AND FOLLOW-UP 

 
A. Monitoring and Evaluation Design, Implementation, and Utilization  

 
30. The government did not implement a project performance monitoring and evaluation 
system, which is one of the covenants in the loan agreement. It did not also conduct benefit 
monitoring and evaluation surveys. 
 
B. Comments on Project Completion Report Quality 
 
31. The PCR adhered to the PCR Guidelines. It provides a good and concise analysis of the 
project and adequate documentation and data support to substantiate the analysis. The PCR 
writer has a good grasp of the situation and conditions of the project and in PNG as well and 
was well aware of factors beyond what project documents revealed. The PCR identified 
excellent lessons and sound recommendations.  
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C. Data Sources for Validation 
 
32. Data sources used were the report and recommendation of the President, PCR, back-to-
office reports, and aide memoires. 

D. Recommendation for Independent Evaluation Department Follow-up  
 
33. No recommendations. 
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