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I. PROJECT DESCRIPTION 
 
A. Rationale  
 
1. The project 1  was designed to improve water supply and sanitation systems in five 
provinces in central and southern Viet Nam where, after years of inadequate investment and 
poor maintenance, lack of safe water and sanitation facilities inhibited social and economic 
development and posed serious health and environmental risks. This was the third successive 
provincial town water and sanitation project financed by the Asian Development Bank (ADB) in 
Viet Nam. 2  The projects formed part of a wider government program for urban town 
rehabilitation and includes modernizing infrastructure to attract private investment and improve 
living standards.  
 
  

                                                 
1 ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Socialist Republic of Viet Nam for the Third Provincial Towns Water Supply and Sanitation Project. Manila. 
2 The first two projects are Loan 1361-VIE: Provincial Towns Water Supply and Sanitation Project, for $66 million 

approved in August 1995, and Loan 1514-VIE: Second Provincial Towns Water Supply and Sanitation Project, for 
$69 million, approved in February 1997. 
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B. Expected Impact 
 
2. The report and recommendation of the President (RRP) for the project indicated as 
expected impact that better water supply and sanitation facilities would improve health 
conditions, increase the rate of school attendance by children and increase the productive time 
(particularly of women) in the project towns.   
 
C. Objectives or Expected Outcomes  
 
3. The expected outcomes of the project were to (i) improve the health and quality of life 
of people in the project towns by constructing water supply, drainage, and sanitation facilities, 
and providing health and hygiene education; (ii) support community participation by developing 
community-based sanitation credit schemes for sanitation improvement; and (iii) improve the 
financial sustainability of water supply companies (WSCs). 
 
4. The time-bound targets in the RRP mainly relate to water supply and septic tank 
coverage, connections to the main water supply, and liters of water consumed per capita.  
Targets for other project objectives were not clearly defined (see Table 1). 
 

Table 1: Project Objectives and Time-Bound Targets 
 

Project Objective Time-Bound Targets 
Improve water supply and sanitation in 
project towns 

By 2010: 
- water supply coverage in project towns to be increased 

to 78% from 30% 
- septic tank coverage increased to 61% from 41% 
- per capita water consumption to reach 117 liters per 

day per capita from 107 
- beneficiaries of piped water supply to increase to 

894,000 from 253,000 
Support participation of communities in 
local sanitation improvement and self help 

Extend the coverage of sanitation systems; improve the 
community environment 

Improve the financial sustainability of the 
water supply companies in project towns 

Collect adequate tariffs to cover costs of operation and 
maintenance plus debt service or depreciation, whichever 
is higher 

Introduce local regulations on sanitation 
and environment projection 

Local regulations on septic tank construction, wastewater 
discharge, treatment, and ground water licensing 

Source: ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
Socialist Republic of Viet Nam for the Third Provincial Towns Water Supply and Sanitation Project. Manila. 
 
D. Components and Outputs  
 
5. Project outputs were identified as follows: 

(i) Water supply increased through construction to upgrade and expand water 
intakes, raw water transmission mains, water treatment plants and distribution 
networks; and reduction of unaccounted-for water. 

(ii) Sanitation and drainage improved by rehabilitating and cleaning 32 
kilometers (km) of existing drains, constructing 67 km of new secondary and 
tertiary drains, and building 20,000 septic tanks. 

(iii) Community and environmental sanitation improved through increasing 
public awareness of safe water and sanitation practices and introducing 
microcredit systems to finance household water connections and septic tanks to 
broaden sanitation coverage. 
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(iv) Capacity building and training in project management, financial planning, and 
management of WSCs and sustainable sanitation credit schemes. 

 
E. Provision of Inputs  
 
6. The project was estimated to cost $98 million with $23,873 set aside as contingencies 
and interest charges during construction. ADB provided $60 million, while Agence Francaise 
de Developpement provided $11 million in parallel cofinancing. The remaining expenses were 
funded by local counterpart contributions—provincial governments provided $23.5 million, 
while beneficiaries provided the remaining $3.5 million in the form of payment for water supply 
connections and septic tanks. Following approval of the project, the Norwegian Agency for 
Development Cooperation agreed to finance project orientation assistance (largely training in 
procurement and project management) with a $1.1 million grant. 
 
6. Inputs consisted of civil works (28% of total base costs) and equipment and materials 
(55%). Other costs included consulting services, administration, land acquisition, and 
resettlement. Three quarters of project costs (76%) financed construction activities, 9% 
sanitation and drainage, 12.4% capacity building and training, and 2.6% for community 
sanitation improvement.   
 
F. Implementation Arrangements  
 
7. Management structures were established in each of the five project provinces, 
supported by a project coordination unit (PCU) reporting to a Central Steering Committee 
chaired by the Ministry of Construction. The PCU was responsible for selecting consultants 
and supervising their work programs, approving withdrawal applications from the provinces, 
submitting audited statements and accounts, and reporting on project progress to the Central 
Steering Committee and ADB. Given its financial, reporting, and supervisory responsibilities, 
the PCU played a prominent role in overall project management, including execution and 
oversight of project activities at the provincial level.   
 
8. The provincial project management unit (PPMU) was responsible for day-to-day project 
implementation. Each PPMU was appointed by the Provincial People’s Committee (PPC), the 
executing agency responsible for implementation issues at the provincial level. The manager 
in each PPMU was the director of the WSC in the province. The PPMU reported to a provincial 
steering committee, which had overall responsibility for project implementation on behalf of the 
PPC. The provincial Viet Nam Women’s Union, with assistance from consultants and the 
PPMU, raised public health awareness and run the microcredit scheme for septic tank 
purchases and installation.  
 
9. Consulting services under the loan were designed to support project management and 
implementation, but this was divided into two service contracts: (i) project orientation 
assistance (mainly training on procurement, project management, and ADB systems); and     
(ii) project implementation assistance (engineering and technical). A total of 1,480 person-
months of consulting services (206 international and 1,274 domestic) provided assistance in 
project management, water supply engineering and design, sanitation engineering and design, 
unaccounted-for water improvement, construction management, community development, 
sanitation credit scheme training, and capacity building and technical support to the PPMUs 
and PCU. Consultants were centrally located (in Ho Chi Minh City), with representatives 
stationed at each province to assist the PPMUs.  
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10. The project required 68 acres of agricultural and residential land to be acquired and 
some 71 households to be relocated to allow the construction of reservoirs and water 
treatment plants. Around 900 affected people were entitled to receive compensation as a 
result of the project. 
 
11. Risks centered on the capacity to raise and collect water tariffs to fully cover the cost of 
operations and maintenance and ensure future asset maintenance. Lack of experience with 
multilateral aid agencies and lack of knowledge of ADB procurement and other procedures 
were also regarded as risks. Training in project management and building the capacity of the 
WSCs were the main risk-mitigating activities. Risks were not assessed in relation to achieving 
the overall project objective, i.e., improved health conditions, increased rate of school 
attendance by children, and increased productive time (particularly of women) in the project 
towns. 
 
12. The project included 30 loan covenants, most of which were met but with some delay in 
project implementation. While some covenants relate to one-time events, i.e., land acquisition 
and resettlement of communities, others relate to the ongoing capacity of the water authorities 
to provide financially sustainable services and will need to continue beyond the project. 
Moreover, some of the covenants read like project activities and it may have been more 
appropriate to include them as outputs in the project design supported by technical assistance 
(TA) for their implementation. While most WSCs complied with the requirements to meet 
financial sustainability during the project, ongoing support for financial management is 
recommended in the project completion report (PCR).   
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
13. The PCR rated the project highly relevant based on its consistency with the Government 
of Viet Nam’s development strategy and ADB’s lending strategy for Viet Nam. It claimed that at 
the time of appraisal, ADB’s operational strategy for Viet Nam’s urban water supply and 
sanitation sector was to support the government in enhancing the investment climate in 
provincial towns by improving and expanding water supply and sanitation services.   
 
14. The PCR regarded the project as relevant to improving water supply and sanitation. 
However, this is largely based on the anecdotal evidence presented in the PCR that the project’s 
design is relevant to achieving the main development objectives, which are health, school 
attendance by children, and the productive time of women. The relationship or link between 
access to water and some of the outcomes (e.g., how the provision of water supply 
infrastructure would generate the outcome of social changes in the behavior of women and 
girls), for instance, has not been fully explored. 
 
15. Another weakness is that the project was not designed to collect baseline data or 
information on the conditions of women and children, and their health status before or after the 
project, in project and non-project towns. While various back-to-office reports refer to the 
collection of baseline data (through household surveys), it is not clear how these data were 
used.3 While access to water is important for improving health, education, and gender, there is 

                                                 
3 In a back-to-office report dated March 2004, the mission requested that PPMUs ensure that the baseline survey is 

completed by 30 June 2004 in all five provinces. A back-to-office report in December 2004 reported that household 
surveys have been completed by 30 June 2004 by all provinces. 
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only anecdotal evidence in the PCR that the project has achieved these objectives. Overall, 
the project design did not demonstrate exceptional value adding features to justify the claimed 
highly relevant rating. Hence, this validation downgrades it to relevant. 
  
B. Effectiveness in Achieving Project Outcomes  
 
16. The PCR rated the project effective in achieving project outcomes—water supply and 
sanitation facilities have been improved and extended, sanitation and drainage have been 
improved in the project towns, public awareness activities and capacity building and training 
have been carried out, with all performance targets established in the RRP achieved or 
exceeded. Nevertheless, these are all outputs rather than outcomes, and little information is 
presented on whether the approach taken was in fact the most effective way to achieve project 
goals. 
 
17. While the initial problem of poorly maintained water infrastructure has been rectified in 
project towns, the commercial and business capacity of the WSCs in Viet Nam more generally 
continue to receive capacity building technical assistance (footnote 6). However, given that the 
project has achieved its targets to expand water supply, improve drainage, and increase access 
to sanitation, this validation rates the project effective. 
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 
 
18. The PCR rates the project efficient in achieving outputs and outcomes as measured by 
the financial and economic reevaluation at project completion, which for consistency uses the 
assumptions used at appraisal and midterm review. Of the five project provinces, two have 
recalculated financial internal rates of return (FIRRs) slightly below their weighted cost of 
capital, but these provinces are expected to expand their services and generate more 
revenues. Recalculated economic rates of return at project completion are slightly lower than 
those estimated at appraisal and at midterm but still exceed the opportunity cost of capital 
(12%). Hence, this validation rates the project efficient. 
 
19. Nevertheless, the project experienced significant delays both in getting started and 
throughout the implementation period. Loan effectiveness was delayed by 9 months following 
loan approval because it depended on the effectiveness of the Agence Francaise de 
Developpement loan. In addition, consultants for project implementation assistance were only 
mobilized in September 2003, almost 2 years after loan approval. Implementation delays also 
resulted from the internal approval procedures of the executing agencies and by the poor 
performance of the contractors and the PPMUs, such that by August 2004 the project was 18 
months behind schedule. 4  While contract approvals began to accelerate by the end of 
December 2006, loan disbursement remained sluggish throughout the project.  
 
20. In June 2008, ADB agreed to extend the project closing date by 2 years, to June 2010.  
While the main reason for this was to utilize the contingency and exchange rate gains, which 
together amounted to $26.5 million, it was also necessary to complete loan disbursement, 
finalize existing works, and continue to work on the financial sustainability of the WSCs, 
particularly adjustments in water tariffs.  
  

                                                 
4 Back-to-office report, August 2004, p.3. 



 6

D. Preliminary Assessment of Sustainability 
 

21. The PCR rated sustainability of the project as likely sustainable but this is dependent on 
the increased business and commercial capacity of WSCs to generate sufficient revenues and 
manage their expenses. FIRRs were recalculated for each of the five water companies based on 
actual project disbursements and company financial statements. Revenues were based on the 
incremental increase brought about by the project. Of the five WSCs, three were found to be 
financially viable, while two had recalculated FIRR lower than their computed weighted average 
costs of capital. This was due to poorer financial performance in the two WSCs, and the need to 
further extend services and raise water tariffs or control expenses.  
 
22. The PCR recommended that depending on the capability of WSCs to maintain 
sustainable operations, the Ministry of Construction may decide to provide capacity building and 
financial support through ADB’s multi-tranche financing facility i.e., the Viet Nam Water Sector 
Investment Program.5 As this support is now provided, the validation endorses the rating of likely 
sustainable.  
  
E. Impact  

 
23. The project was designed to have a positive impact on health, education, and women 
but the PCR did not provide an impact rating because data on these indicators were not 
collected and an end of project survey was not conducted. It notes, however, that the project 
“has increased time for productivity, especially for women and school attendance rates by 
children especially girls.” Nevertheless, given only anecdotal evidence presented, this 
validation rates the project’s impact on health, school attendance, and the productivity of 
women to be moderate.   
 

III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Performance of the Borrower and Executing Agency 
 
24. The PCR rates the performance of the PCU as highly satisfactory while the 
performance of the PPMUs as variable over time though improving toward the end. Many 
delays resulted from slow internal procedures of the executing agencies and changes to 
project specification after contracts had been issued. Given that the project operated behind 
schedule throughout the implementation period, this validation rates performance as 
satisfactory. 
  
B. Performance of the Asian Development Bank  
 
25.  ADB performance is rated by the PCR as satisfactory. As loan disbursement consistently 
lagged behind lapsed time, the project was closely supervised by ADB, which conducted 17 
separate loan review missions from May 2003 to April 2010, with four missions conducted in 
2004 alone. These missions were made to address project implementation issues, manage and 
supervise consultants, and set guidelines for how they should conduct business. ADB missions 
were therefore proactive in providing advice and the help needed to ensure that the project 
picked up speed. ADB performance is therefore rated by this validation satisfactory.  
 

                                                 
5 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multi-tranche 

Financing Facility to the Socialist Republic of Viet Nam for the Water Sector Investment Program. Manila. 
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C. Others 
 

26.  The project was designed to have a positive impact on health, school attendance, and 
the productive time of women. While the design of an M&E framework was made a loan 
covenant, it was not produced as quickly as envisaged, resulting in a complex list of indicators 
that were difficult to monitor. As a result, the M&E framework was not fully implemented.  
 
27. It may have been more appropriate to focus evaluation on activities of the Viet Nam 
Women’s Union who performed the vital link between providing new infrastructure (and 
improved water management capacity) and the types of changes in social behavior that the 
project was designed to deliver, i.e., in health, education, and the role of women.   
 
28. Some minor issues regarding land acquisition and resettlement during project 
implementation occurred in one province where three households were forcibly removed from 
their lands. This incident is covered extensively in back-to-office reports but not in the PCR 
because it did not have an impact on project outcome. ADB hired an independent domestic 
consultant to investigate the complaints filed by the three affected households and an ADB 
resettlement specialist visited the affected province. The PPC did not accept ADB’s advice of 
referring the case to the courts, and negotiations with the three affected households continued 
while the construction works commenced.  
  

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  
 
29. The PCR rates the project successful (see Table 2). In terms of achieving its targets for 
the expansion of water supply, drainage, and sanitation services, this validation agrees with 
the overall assessment.  
  

Table 2: Overall Ratings 
 

Criteria PCR IED Review 
Reason for Disagreement and/or 

Comments 
Relevance Highly 

Relevant 
Relevant The intervention was relevant to the 

expansion of water supply and sanitation 
services but the link to health, education, and 
gender outcomes was not clearly articulated 
or monitored or supported by an end-of-
project survey. Overall, the project design did 
not demonstrate exceptional value adding 
features to justify the claimed highly relevant 
rating. 

Effectiveness in 
achieving outcome 

Effective Effective  

Efficiency in achieving 
outcome and outputs 

Efficient  Efficient  

Preliminary assessment 
of sustainability 

Likely Likely Dependent on the performance of the water 
supply companies and their ability to 
maintain infrastructure.  

Overall assessment Successful Successful  
Borrower and executing 
agency 

Highly 
Satisfactory 

Satisfactory The project experienced considerable 
implementation delays attributable to agency 
performance. 
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Criteria PCR IED Review 
Reason for Disagreement and/or 

Comments 
Performance of ADB Satisfactory Satisfactory  
Impact Not rated Moderate Only anecdotal evidence provided. 
Quality of PCR  Less than 

satisfactory 
The PCR would benefit from an end-of-
project survey to support the overall 
assessment of successful. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program 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  
 
30. The PCR noted that more time could have been devoted to identifying exactly what 
activities needed to be monitored, which is generally applicable. The RRP identified nearly 100 
indicators for project monitoring, some of which were difficult to collect, i.e., “satisfaction of 
target groups” and “income and living standards of affected persons” while others relate to 
water production and water quality and complaints from residents. However, very few 
indicators relate to the long-term changes in social behavior that the project was designed to 
deliver. 
 
31. Closer attention to the linkages (or the theory of change) between the provision of 
infrastructure and the resulting changes in social behavior and development outcomes may 
have been a more useful basis for project M&E, i.e., what were the behavior changes and 
could they be observed in project and non-project towns? This lesson applies more broadly to 
infrastructure projects that identify high level social outcomes and explicit behavior change for 
their longer-term success. While attention needs to be given to ensuring the delivery of 
complex infrastructure (which was the bulk of project financing), changes in social behavior 
are equally, if not, more complex and require just as much attention if development outcomes 
are to be achieved. 
 
C. Recommendations for Follow-Up  

 
32. This validation agrees with the PCR recommendations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Evaluation Design, Implementation, and Utilization 
 
33. M&E was not explicitly included as a component of the project but instead was made a 
project covenant without supportive technical assistance. While various back-to-office reports 
make references to the collection of baseline data (through household surveys) there is no 
information on what the data refers to or where the data are now held (footnote 4). Without 
adequate data it is difficult to attribute changes in health, school attendance, and changes in 
the productive time of women to the project.   
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B. Comments on Project Completion Report Quality 
 
34. Due to a lack of focus on outcomes and resettlement issues, this validation assesses the 
quality of the PCR less than satisfactory.6  There is only anecdotal evidence that the project has 
benefitted women, children, and health outcomes. An-end-of-project survey targeted at 
beneficiary groups may have helped in this regard. 
 
C. Data Sources for Validation 
 
35. Sources used for this validation include the project’s RRP, back-to-office supervision 
mission reports, ADB PCR, the consultant’s final reports, and the Independent Evaluation 
Department’s sector assistance program evaluation. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
36. The Independent Evaluation Department conducted a sector assessment program 
evaluation in 2009,7 and hence, this validation report does not recommend further evaluation 
work. It rated the sector’s value added to be “modest” because the direct impact on health, 
particularly on reducing water borne diseases, could not be accurately confirmed. Other findings 
in line with this validation report are as follows:  

(i) The number of the project towns overwhelmed ADB’s capacity to monitor project 
progress.   

(ii) The “trickle down” approach to capacity building from the central government to 
the PPCs and the WSCs through succeeding projects, tariff increases, and 
rigorous non-revenue water reductions did not happen as the political will to 
increase tariffs was lacking. 

(iii) M&E was not institutionalized. 
(iv) Few WSCs reached the financial targets set in the loan agreements. Most 

covenants on financial issues, particularly on tariff increases and financial ratios 
(e.g., debt-service ratio) were not met in almost all the loans. FIRRs determined 
by PCRs and project performance evaluation reports met standard target figures, 
because WSCs generated revenues from other non-core activities; and in most 
cases, under the provision guaranteed in a government circular, PPCs extended 
subsidies to WSCs on tariff revenue shortfalls.  

(v) Project officers did not anticipate the deep-seated resistance of the PPCs to tariff 
increases. The financial projections presented in RRPs were optimistic in their 
assumptions about tariff increases.  

(vi) More rigorous policy dialogues are needed not only during processing but 
throughout implementation, with regular contact through the Viet Nam Resident 
Mission.  

(vii) To be more effective, capacity building should focus on the company as a whole 
to obtain a better vision, with continuous TA support. Insufficient resources and 
the limited focus of the TA projects made such broad-based assistance difficult.   

(viii) Portfolio management has had rather poor results. Significant delays have 
affected all projects, holding up the completion of almost all subcomponents. All 

                                                 
6 The author of the PCR, while disagreeing with the less than satisfactory rating, explains that a survey to prove 

outcomes could not be carried out because of unavailability of the baseline data on education and health and the 
budget for such a survey. He also claimed that the resettlement issue was resolved during the project 
implementation period, but its explanation was not included in the PCR. 

7  Independent Evaluation Department. 2009. Sector Assistance Program Evaluation on Urban Services and Water 
Supply and Sanitation Sector in Vietnam. Manila: ADB.  
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projects in the urban water supply and sanitation program took longer than 
projected in the RRP. Delays were due to low capacity and inexperience of the 
central project management unit and the slow, multilayered process of review 
and approval. Such delays would be understandable in a first or second project, 
but are difficult to justify in the most recent projects. All the project documents 
draw attention to the delay in hiring consultants as a key challenge, yet there has 
been no improvement.  


