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I. PROJECT DESCRIPTION 

A. Rationale 

1. The Greater Mekong Subregion (GMS) was considered as the fastest-growing tourism 
destination in the world, bringing in foreign exchange, creating jobs, and contributing to 
economic growth in the GMS countries. However, further growth in tourism had been 
constrained by factors such as difficulties in access, lack of investments in tourism 
infrastructures, absence of new products to attract visitors, and weaknesses in policy and 
institutional capacities. While GMS countries had a strong comparative advantage in tourism in 
terms of natural and cultural heritage sites, this potential needed to be fully tapped to make it an 
instrument of poverty reduction and to spur broad-based economic growth.1 
 
2. During project preparation stage, there was a perceived need for investments in access 
roads, airports, river piers, sewerage services, solid waste management, and human resource 
development. Also, investments in pro-poor, community-based tourism (CBT) were needed. The 
CBT approach was envisioned to make the poor as one of the beneficiaries of tourism 
development and to encourage them to participate actively in sustaining its growth. At the policy 
and institutional level, strengthening partnerships between the public and private sectors, and 
enhancing access within and among participating countries needed to be addressed. 

 
3. Tourism development in the GMS required both an expansion and sound management 
of tourism activities. Cultural traditions and natural habitats were under threat. Mechanisms 
were required so that tourists, host communities, and the public could take greater responsibility 
for conserving and strengthening the fragile cultural and physical environment. Also, individual 
country attractions could only be sustained in a multi-country setting. Border crossings remained 
difficult and costly due to visa requirements.  
 
4. Subregional cooperation was the preferred approach in enhancing tourism in the GMS. 
Cambodia, the Lao People’s Democratic Republic (Lao PDR), and Viet Nam had incipient 
tourism industries. These countries had recognized the advantages of collective actions to 
develop new products, improve policy climate and institutional capacities, strengthen promotion 
and marketing, and establish strong partnerships between the public and private sectors. Thus, 
the “one holiday, several destinations” tourism concept was proposed to be adopted since 
tourism plans and programs in individual GMS countries could only prosper when these were to 
be strongly linked to each other. Travelers to the GMS participating countries could then be able 
to visit not just one or two but all three of these GMS countries. With increased tourist arrivals, 
higher incomes from tourism, and conservation and protection of the cultural and physical 
environment, these countries were expected to be able to create jobs, reduce poverty, ensure 
equitable distribution of tourism benefits, and improve economic and social well-being. 

B. Expected Impact  

5. The project framework indicated three expected impacts, as follows: (i) increased foreign 
exchange earnings from tourism in the three GMS participating countries with performance 
target being increased foreign exchange earnings of 0.5% points more than the growth rate; (ii) 
reduced poverty through increased economic growth and employment opportunities with 

                                                 
1  ADB. 2002. Report and Recommendation of the President to the Board of Directors: Proposed Loans to Cambodia, 

Lao People’s Democratic Republic, and Viet Nam for the Greater Mekong Subregion: Mekong Tourism 
Development Project. Manila. 
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performance target being reduced poverty and improved living conditions, although no specific 
target was given; (iii) conservation of natural and cultural heritage promoted with performance 
target being increased awareness and sustainable use of natural and cultural heritage in the 
eight provinces of GMS due to new tourism opportunities. 

 
C. Objectives or Expected Outcomes  

6. The envisaged outcome of the project was sustainable tourism development promoted in 
the lower basin of the Mekong River through infrastructure improvements, increased community 
and private sector participation, and subregional cooperation. The performance targets were    
(i) net tourism expenditure increased by approximately $129 million in the first 10 years after 
project completion; (ii) benefits from tourism to have reached the poor; and (iii) increased 
awareness and capacity of environmental protection, and conservation of cultural and natural 
heritage. 

 
D. Components and Outputs 
 
7. The project was designed to promote the GMS as a single destination, develop joint 
tourism circuits and products across countries within the subregion, and harmonize hotel 
classification systems. Increased participation of the private sector by establishing tourism 
marketing and promotion boards (TMPBs) and facilitating the movement of tourists across 
borders were also part of the original design to increase the attractiveness of individual 
destinations and countries, foster synergies across borders, and provide new opportunities for 
sector development. 
 
8. The project was designed to consist of four components. Part A was on tourism-related 
infrastructure improvements while part B focused on pro-poor, CBT development. Part C was 
designed for subregional cooperation for sustainable tourism and part D pertained to 
implementation assistance and institutional strengthening.  
 
9. Part A component included urban environmental improvements in Siem Reap, 
Cambodia and in Sam Mountain, An Giang province and My Tho, Tien Giang province both in 
Viet Nam. Small airports extension and rehabilitation were parts of this component, which 
covered Luang Namtha in the Lao PDR and Rattanak Kiri and Stung Treng in Cambodia. 
Provisions for access roads improvement (road to the Genocide Memorial in Cambodia and 
roads to Kwangsi Falls and Konglor Cave in the Lao PDR) were also included. Other activities 
were on the development of river tourism piers in My Tho in Tien Giang and An Giang provinces 
in Viet Nam. 
 
10. Part B component included 10 subcomponents. Among these were institutional 
strengthening and community participation program, awareness program on tourism benefits 
and negative impacts, and environmental and cultural conservation. Identifying and developing 
pro-poor tourism products were included under this component alongside small-scale, tourism-
related infrastructures, such as tourism information centers, community lodges, small river piers, 
viewing points, and walking trails. Capacity building for tourism-related local microenterprises 
and communities, a gender development program, and an ethnic minorities participation 
program were envisaged also to be provided.2 A marketing and promotion plan was to be 
formulated, including the promotion of CBT networks and ecotourism stakeholder associations. 
A system of monitoring project outputs and impacts was also to be designed under this 

                                                 
2  Ethnic minorities participation program was considered not applicable in Viet Nam. 
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component. Part B was to be implemented in 2 provinces in Cambodia (Stung Treng and 
Rattanak Kiri), 4 provinces in the Lao PDR (Luang Namtha, Luang Phrabang, Khammouan, and 
Champassak), and 2 provinces in Viet Nam (An Giang and Tien Giang). 
 
11. Part C component included a GMS facility for tourism cooperation, establishment of a 
GMS network of TMPBs, and a standardized GMS hotel classification system. The project was 
also to support the upgrading of tourism and immigration facilities at border checkpoints within 
the GMS and expand the points where visas on arrival were to be provided. A GMS tourism 
plan and tourism statistics improvement and harmonization were also to be developed. 
Secondment of staff from each participating country to the Agency for Coordinating Mekong 
Tourism Activities in other participating GMS countries was to be undertaken, including conduct 
of training as part of the GMS tourism human resource development. 
 
12. Part D component included provisions for consulting services for project management 
support, tourism development and subregional cooperation, detailed design and construction 
supervision of tourism-related infrastructure, pro-poor CBT development, and incremental 
administration costs and project administration equipment. 
 
E. Provision of Inputs 

13. At appraisal, project cost was estimated at $47.1 million, of which $30.2 million (64%) 
was foreign exchange cost, including $0.2 million for service charges and interest during 
construction, and total local currency cost of $16.9 million (36%) including taxes and duties. At 
appraisal, the Cambodia loan was $15.6 million equivalent, to finance 75% of project costs in 
Cambodia; the Lao PDR loan was $10.9 million equivalent, to finance 77% of project costs in 
the Lao PDR; and the Viet Nam loan was $8.5 million equivalent, to finance 70% of project 
costs in Viet Nam. Proceeds of the loans were to finance the entire foreign exchange cost and 
part of the local currency costs. The remaining costs were to be financed by each borrower. 
Appraisal estimates included physical contingencies, provisions for price escalation, and service 
charges during construction (footnote 1).  
 
14. At completion, the actual project cost was $54.26 million equivalent with a foreign 
exchange cost of $27.84 million equivalent (51%) and a local currency cost of $26.42 million 
equivalent (49%).3 The Asian Development Bank (ADB) financed $37.33 million equivalent or 
69% of the total project cost. The governments funded local costs of $9.64 million equivalent for 
Cambodia, $3.60 million equivalent for the Lao PDR, and $3.70 million equivalent for Viet Nam. 
The actual completion cost of the project exceeded the appraisal estimate by $7.16 million 
equivalent due to changes in project scope, such as (i) increased coverage of the Siem Reap 
wastewater treatment plant (WWTP), (ii) additional drainage and bridge slope protection for the 
access road to the Genocide Memorial, (iii) full reconstruction of the Luang Namtha airport 
runway and extension of its length to 1,600 meters, and (iv) additional works to raise the 
elevation of the access road to Konglor Cave by an average of 2.3 meters along 10 kilometers 
of its length and improve the road to double bituminous surface treatment standard. After the 
cancellation of the airports in Cambodia, the budget was reallocated to Siem Reap 
environmental improvements and output.  
 
15. There were three ongoing technical assistance (TA) projects related to GMS tourism 
during the implementation of this project. The TA project on Preparing the Sustainable Tourism 

                                                 
3   ADB. 2011. Completion Report: Greater Mekong Subregion: Mekong Tourism Development Project (Cambodia, 

Lao People’s Democratic Republic, and Viet Nam). Manila. 
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Development (formerly Pro-Poor Tourism Development) was implemented from 8 December 
2005 to 30 April 2008.4 This project aimed to contribute to the objective of the GMS tourism 
sector strategy of developing a pattern of tourism in the GMS that was sustainable, equitable, 
pro-poor, socially responsible, and internationally competitive. TA activities were in two phases: 
phase 1 was for the selection of specific sites and subprojects as models for sector reforms and 
good practices,  and phase 2 was for the preparation of feasibility studies for subprojects. The 
GMS Tourism Sector Strategy Advisory was implemented from16 July 2004–30 April 2006. 5 
The TA project was expected to contribute to increased tourism cooperation in the GMS to 
promote the development and sustainability of the tourism sector and to reduce poverty. Its 
expected outcome was to assist the GMS countries in preparing a 10-year subregional strategy 
and a 5-year action plan for a sustainable tourism sector, and to provide a framework for the 
development and implementation of the GMS tourism flagship program. The strategy was to 
include a comprehensive framework of programs for 2006–2015, and an action plan for a 
detailed schedule of projects implemented during the first 5 years. It was also to recommend 
ADB interventions to support the tourism sector strategy and action plan. The TA project on 
Mekong/Lancang River Tourism Infrastructure Development was implemented from 28 
December 1999 to 30 December 2003.6  Its aim was to prepare a feasibility study of priority 
tourism infrastructure development projects within the GMS, and identify ways to strengthen 
subregional cooperation and management mechanisms to preserve and protect the Mekong 
River, its environs, and its cultural and historical heritage. The feasibility study was expected to 
identify high-priority infrastructure subprojects for possible ADB and public–private sector 
financing. 
 
F. Implementation Arrangements  
 
16. At project implementation, the executing agency for Cambodia was the Ministry of 
Tourism where the project coordination unit (PCU) was also based. Implementing agencies for 
part A were the Ministry of Public Works and Transport, the Municipality of Phnom Penh, and 
the State Secretariat for Civil Aviation. Project management units (PMUs) were set up in these 
offices. Project implementation units were set up in the Department of Public Works and 
Transport (DPWT) in Siem Reap province and in the tourism departments of Stung Treng and 
Rattanak Kiri provinces (footnote 3). 
 
17. In the Lao PDR, the executing agency was the Lao National Tourism Administration 
(LNTA) where the PCU was also based. Management of output A infrastructure improvements 
were effectively handled by PMUs in the DPWT in Luang Phrabang and Khammouan provinces, 
and the Department of Civil Aviation in Luang Namtha. Output B was implemented by project 
implementation units based in provincial tourism departments. Output C activities were 
implemented by LNTA (footnote 3). 
 
18. In Viet Nam, the An Giang and Tien Giang provincial people's committees were the 
executing agencies for part A while the executing agency for parts B and C was the Viet Nam 
National Administration of Tourism. Subsequently, the management of part B was delegated to 
An Giang and Tien Giang provinces, which led to difficulties in coordinating consultant inputs 
(footnote 3). 
 
                                                 
4   ADB. 2005. Technical Assistance to the Greater Mekong Subregion for Preparing the Sustainable Tourism 

Development Project. Manila. 
5  ADB. 2004. Technical Assistance to the Greater Mekong Subregion Tourism Sector Strategy Advisory. Manila. 
6  ADB. 1999. Technical Assistance for Preparing the Mekong/Lancang River Tourism Infrastructure Development 

Project (Financed from the Japan Special Fund). Manila. 
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19. The project countries established a subregional project steering committee at inception 
to oversee overall project implementation, with particular focus on subregional tourism 
cooperation. The committee was chaired by a senior official from each project country on a 
rotating basis. The Mekong Tourism Coordinating Office provided secretariat support for 
committee meetings. National project steering committees were established to provide policy 
advice and guidance to the executing agencies. The national committees were chaired by 
senior officials from national tourism organizations with representation from various ministries 
and provincial departments.  
 
20. The PCR noted that the project’s overall organizational structure and organizational 
arrangements in each country were adequate to deliver project outputs and achieve the 
intended purpose. Implementing arrangements were generally as envisaged at appraisal, with 
a slight modification in Viet Nam where, for part A, the provincial peoples’ committees in two 
provinces were the executing agencies. Subsequently, the transfer of part B management to 
the two provincial peoples’ committees resulted in problems in coordinating consultant inputs 
(para.18). This validation notes that projects in Cambodia and Viet Nam required loan 
extensions due to delays caused by the agencies’ lack of experience with ADB procedures on 
consultant recruitment and procurement. In Viet Nam, project delays were attributed to 
frequent changes of PCU staff, lack of a full-time project manager, slow approval of civil works 
contracts, resettlement issues, and the poor performance of some consultants and 
contractors. 
 
21. The PCR noted that loan covenants were relevant and generally complied with as set 
out in loan agreements. Covenants relating to airport upgrades in Cambodia were waived with 
the approval of ADB. Delays or partial compliance with loan covenants that required the 
establishment of TMPBs may have resulted in missed opportunities for the public and private 
sectors to jointly market and promote the Mekong as a single destination. This validation notes 
that the two airport subprojects in Cambodia were canceled, hence, the three related loan 
covenants were waived by ADB. For the Lao PDR, two loan covenants were only partially 
complied with. One referred to the committed surcharge imposed on the entry fee for Konglor 
Cave and Kwangsi Falls, which was to be retained by the province but was instead pooled in 
the general revenue and reallocated for operation and maintenance (O&M). The second 
referred to women membership in the Ecotourism Stakeholder Associations falling below the 
40% membership target. For Viet Nam, 5 out of 26 covenants were only partially complied 
with. Two of these referred to the inconsistent submission of reports as required, one referred 
to both inconsistent submission of reports and non-gender disaggregated data, one referred to 
data not being gender-disaggregated, and one referred to the handling of tourism marketing by 
the Tourism River Pier Authority instead of the Provincial Tourism Marketing and Promotion 
Board. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

22. The PCR rated the project relevant. It noted that the project was consistent with the 
development objectives of the three GMS countries and aligned with the GMS Strategic 
Framework and GMS Cooperation Strategy of ADB.7 Project activities have made significant 
contributions toward achieving the GMS Tourism Sector Strategy’s objective of promoting more 
inclusive patterns of tourism development and mitigating tourism’s negative environmental and 

                                                 
7 ADB. 2004. The GMS Beyond Borders: Regional Cooperation Strategy and Programs, 2004–2008. Manila. 
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social impacts.8  In addition, this validation notes that, for Cambodia, the project was also 
consistent with the (i) Second Economic Development Plan, 2001–2005 on poverty reduction; 
(ii) ADB Cambodia Country Strategy and Program Update (2003–2005) again on poverty 
reduction through rural economic development, gender equality, and subregional cooperation;9 
and (iii) ADB Cambodia Country Partnership Strategy, 2011–2013 on assisting priority sectors, 
such as transport and sanitation.10 
  
23. For the Lao PDR, the project was consistent with the ADB Lao PDR Country Strategy 
and Program (2003–2005), which targeted poverty reduction through rural development and 
market linkages, and geographical focus on subregional cooperation on tourism. 11 For Viet 
Nam, the project was consistent with the ADB Viet Nam Country Strategy and Program (2002–
2004), which recognized that it stood to benefit from regional cooperation through cross-border 
trade and access to markets within the GMS subregion.12 ADB assistance would support the 
expansion of subregional tourism. A common aspect of the ADB country strategy and program 
for the three countries was linking their tourism, which would be beneficial in generating visitor 
growth through linked attractions in a tourism circuit. On the whole, the project generally 
reflected the focus on addressing critical bottlenecks, such as poor infrastructure and costly 
border crossings due to stringent visa requirements.13 
 
24. A few design weaknesses affected project implementation. The cancellation of the two 
airport subprojects in Cambodia and the change in the scope of the WWTP in view of change in 
location, cost increases, and resettlement issues resulted in a 2-year delay. Airport 
improvements were canceled due to high resettlement costs and road improvements that 
reduced overland travel times and undercut the airports' economic viability. In the Lao PDR, 
construction of the Luang Namtha airport was delayed because of expanded scope of works 
and construction equipment breakdowns while the rehabilitation of the access road to Konglor 
Cave had to undergo design variations.  
 
25. In Viet Nam, the June 2006 ADB review mission rated project implementation 
unsatisfactory and the project considered at risk for various reasons, such as low disbursement 
due to the inexperience of the executing agency and implementing agency in ADB procedures, 
and resettlement issues. Project design could have been improved, especially during project 
preparatory stage. Nonetheless, changes in the design that entailed additional works generally 
improved the quality of the facilities. For instance, the cancellation of the airport improvements 
(i.e., runway extensions and upgrading of airport facilities) was largely offset by the 
reconstruction and lengthening of the Luang Namtha airport runway. On the whole, project 
components remained compatible and appropriate to the promotion of the subregion as a single 
tourist destination. Thus, this validation also rates the project relevant. 

 
B. Effectiveness in Achieving Project Outcome 

 
26. The PCR rated the project effective. It noted that the project substantially achieved the 
intended outcomes of promoting sustainable tourism development in the lower Mekong basin 
through infrastructure improvements, increased community and private sector participation, and 
subregional cooperation.  

                                                 
8  ADB. 2011. Greater Mekong Subregion: Tourism Sector Assessment, Strategy, and Road Map. Manila. 
9  ADB. 2002. Country Strategy and Program Update, 2003–2005: Cambodia. Manila. 
10 ADB. 2011. Country Partnership Strategy, 2011–2013: Cambodia. Manila. 
11 ADB. 2002. Country Strategy and Program, 2003–2005: Lao People’s Democratic Republic. Manila. 
12 ADB. 2001. Country Strategy and Program, 2002–2004: Socialist Republic of Viet Nam. Manila. 
13 ADB. 2008. Sector Assistance Program Evaluation: Tourism Sector in the Greater Mekong Subregion. Manila. 
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27. In Cambodia, the PCR observed and this validation notes that the infrastructure 
improvements contributed to the increase in tourist arrivals and spending in Siem Reap and 
Phnom Penh, although attribution of outcomes to the project would always be an issue. In Siem 
Reap, international arrivals increased from 264,000 to 1,305,256 and from approximately 
500,000 to 1,163,493 in Phnom Penh. The rapid increase in tourist volumes in the two cities 
was indicative of the positive growth trends, which could be sustained by the improvements in 
urban environmental conditions due to the project. Wastewater discharge from residential 
housing and hotels in the target area were being connected to the new WWTP as required by a 
newly enacted sub-decree. The reduction in flooding and separation of wastewater from storm 
water in parts of Siem Reap brought substantial public health benefits.  
 
28. Improved access after road improvements in 2007 to the Genocide Memorial in Phnom 
Penh contributed to a sharp increase in visitor arrivals from 25,000 in 2002 to 195,622 in 2007. 
At project completion, the site generated approximately $400,000 in entry fee revenue and over 
$1.2 million in destination spending from 241,419 visitors. Development of eight CBT sites in 
two provinces contributed to a rise in international tourist arrivals of 58% in Stung Treng and 
33% in Rattanak Kiri. This was aided by the introduction of tourist visa-on-arrival services at 
Trapaing Kriel immigration terminal in 2006, which opened a new land and river gateway to 
northeast Cambodia. The cancellation of the two airport projects was due to low market viability. 
 
29. In the Lao PDR, the PCR observed and this validation notes that tourist arrivals at the 
Konglor Cave increased from 940 in 2007 to 4,755 in 2008—a 506% increase after the new 
access road was opened. This increased further to 6,434 as reported by project beneficiaries. 
Entry fee revenue generated in 2009 was KN28.54 million, up from about KN1.08 million in 
2005. At Kwangsi Falls, tourist arrivals increased from 105,000 (70,000 international) in 2006 to 
148,210 visitors (111,049 international) in 2009 after the access road was completed. Entry fee 
revenue increased from KN1,225 million in 2006 to KN2,252 million in 2009. In 2010, entry fee 
revenue reached an equivalent of $343,000. Estimates of tourist spending in 2010 were $1.65 
million for Kwangsi Falls and $200,000 for Konglor Cave. Improvements to the Luang Namtha 
airport with regular service by the ATR72 aircraft of Lao Airlines boosted passenger traffic. It 
recorded 6,543 arrivals in 2010, up from about 1,500 in 2002. The development of CBT and 
promotion of micro and small tourism enterprises complemented project infrastructure and 
contributed to an increase in tourists’ average length of stay by 0.5 days, and a 7% rise in 
average daily spending. By project completion, travel facilitation had been greatly improved by 
extending tourist visa-on-arrival services to 18 immigration terminals. 
 
30. In Viet Nam, the PCR observed and this validation also notes that the rise in tourist 
arrivals in Tien Giang and An Giang provinces could be partially attributed to the improved 
environmental conditions in My Tho City and Sam Mountain, along with the river pier 
improvements in My Tho and Chau Doc. International tourist arrivals in Tieng Giang increased 
from 410,756 in 2009 to 472,839 in 2010, of which 285,708 used the My Tho river pier. 
Revenue from user fees, parking, and night-market concessions at the pier amounted to D1,128 
million ($62,000 equivalent) in 2010. At the Chau Doc river pier, arrivals rose from 16,423 in 
2009 to 20,216 in 2010. Public revenue from user fees at the Chau Doc pier amounted to 
$10,300 equivalent in 2009. The newly constructed tourism information centers and new CBT 
products had attracted tourists and brought benefits to the local people operating these services 
in the area. For example, the Chau Phong tourist information center in An Giang province 
received 4,665 visitors from January to May 2010, gaining an average of $2,000 equivalent from 
selling locally produced souvenirs and refreshments. Sam Mountain reached 2.97 million 
domestic and 42,500 international tourist arrivals in 2009, up from about 1 million domestic and 
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12,500 international visitors at appraisal. While most tourists that visit Tieng Giang and An 
Giang provinces begin their journey in the major urban centers of Ho Chi Minh City or Can Tho, 
the introduction of streamlined travel formalities at the Vinh Xuong control station had opened 
up a new international route between Phnom Penh and Viet Nam’s Mekong Delta with over 
74,000 arrivals in 2010.   
 
31. This validation notes that the achievement of the outcome indicators as reflected in  
Appendix 1-Project Framework of the PCR estimated net tourism expenditure in the three 
countries at $2.23 billion in 2010, which exceeded the appraisal target of $129 million in the first 
10 years after project completion. The target set at appraisal referred to net tourism expenditure 
in the project areas, not the country as a whole, which was the estimate made in the PCR 
design and monitoring framework. The appropriate methodology for estimating net tourism 
expenditure would be to use the incremental visitor arrivals generated in the project influence 
areas, not total visitor arrivals. This would be the total tourism benefits estimated in the 
economic reevaluation less 40% to account for economic leakage. The expected net tourism 
expenditure would be substantially lower than the 2010 estimate given above. On the benefits of 
tourism reaching the poor, the PCR estimated the share of destination tourist spending that 
reached the poor at project sites at 27% in the Lao PDR, 26% in Viet Nam, and 7% in 
Cambodia. However, the PCR did not provide any reference on how the estimate was made. 
Based on the above, this validation rates the project effective. 

C. Efficiency of Resource Use in Achieving Outcome and Outputs  

32. The PCR did not rate the project overall, although it rated the Cambodia and Viet Nam 
projects efficient and the Lao PDR project highly efficient. The PCR reevaluated the economic 
internal rate of return (EIRR) for infrastructure and pro-poor CBT outputs, and the financial 
internal rate of return (FIRR) for revenue-generating outputs in Cambodia, the Lao PDR, and 
Viet Nam. The same methodology as at appraisal was used in the PCR reevaluation. Economic 
and financial viabilities were assessed considering the project’s incremental benefits and costs. 
The results for the 10 reevaluated EIRRs for the PCR ranged from 16.0% to 82.2% compared to 
those during appraisal, which ranged from 13.3% to 33.4%. The difference between 
reevaluation and appraisal results were due to (i) the updated economic costs derived from 
actual costs, (ii) longer construction periods due to implementation delays, and (iii) differences 
in tourist arrivals.  
 
33. Cambodia and Viet Nam each required an extension of 2 years, while the Lao PDR 
completed the project within the envisaged time, obtained EIRRs of 30.3%, 24.1%, 22.3%, and 
16% for the four subprojects evaluated, and developed 35 CBT programs. The recalculated 
FIRRs for revenue-generating subprojects ranged from 10.1% to 26.3% as compared to that 
during appraisal, which ranged from 2.2% to 13.3%. For both PCR and appraisal, the computed 
FIRRs were higher than the estimated weighted average cost of capital of 1.1%–1.2% for 
projects in Cambodia, the Lao PDR, and Viet Nam.  
 
34. This validation further notes that the cancellation of the two airport subprojects in 
Cambodia were due to poor market feasibility and could be considered as a good economic 
decision. These would have had negative effects on the overall project viability if still pursued. 
The funding for these two subprojects was reallocated, with ADB approval, to the Siem Reap 
WWTP and to the increase in subproject scope and cost. This validation also rates the project 
efficient. 
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D. Preliminary Assessment of Sustainability  
 
35. The PCR rated the project’s sustainability to be likely. The PCR noted and this validation 
agrees that the (i) strong performance of the tourism sector in the project countries, (ii) 
investments in training, (iii) adoption of O&M practices by project beneficiaries, (iv) regulatory 
reforms, and (v) imposition of tourist surcharges for entry or use of project outputs would help 
provide for the sustainable O&M of the project outputs. For example, housing and hotels in Siem 
Reap were required to connect to the new WWTP and pay user fees. As more customers are 
connected to the system and combined billing introduced, revenues to operate and maintain the 
WWTP would increase significantly. The river piers in Viet Nam generated sufficient revenues to 
cover O&M costs and landfill operators reported that fee-paying service coverage was high. The 
PCR mission visited all major infrastructure improvements and noted most were in use and well 
maintained. The access road to Kwangsi Falls had been damaged in several sections due to 
flooding and use by overloaded trucks. Luang Phrabang’s DPWT undertook the necessary road 
repairs in 2011 with budget derived from the Kwangsi Falls entry fee revenue. To ensure the 
sustainability of the roads, vehicle overloading should be strictly enforced. The Luang Namtha 
Airport Authority reported that landing fees, passenger departure taxes, and other airport revenue, 
along with a small annual subsidy of about $10,000 provided by the National Civil Aviation 
Authority, was sufficient to meet O&M costs. The PCR assessed the sustainability of pro-poor 
CBT sites and found that communities and individual entrepreneurs had taken ownership and, in 
most cases, were successfully operating CBT ventures (footnote 3). 
 

36. This validation notes that with the positive growth in both domestic and international 
tourist traffic at the various subproject sites and influence areas, coupled with the imposition of 
user fees for entry into and use of facilities, revenue generated was significant enough to at 
least cover O&M costs. The project facilities are less dependent on government budget 
allocation. With the community as active participants in the O&M of these facilities and taking 
advantage of livelihood opportunities brought by increased tourist arrivals, there were more 
incentives for them to safeguard the environmental quality and integrity of the tourist attraction. 
This validation also rates the project likely to be sustainable. 

E. Impact  

37. The PCR did not rate the impact of the project. It noted that, in general, positive 
socioeconomic impacts were generated, with foreign exchange earnings from tourism rising by 
415% in Cambodia, 237% in the Lao PDR, and 439% in Viet Nam. New tourism opportunities 
contributed to the rise in employment by 79% in Cambodia, 31% in the Lao PDR, and 14% in 
Viet Nam (footnote 2).  
 

38. In Cambodia, the PCR noted and this validation agrees that the project had raised 
hygiene awareness in Siem Reap and provided access to better sanitation and sewerage 
services to an estimated 116,318 people in 19,938 households. These reduced communicable 
disease, lowered health expenditure, and improved productivity. Land previously flooded had 
been reclaimed and used to establish a night market that sustained full-time employment for 
approximately 200 women vendors and an additional 600 people who supplied the market and 
provided ancillary services. An improved urban environment in Siem Reap was helping maintain 
tourism growth and boost tourist expenditure. International tourist spending in Siem Reap was 
estimated at $504.3 million in 2010. Employment opportunities and remittances for the poor 
have grown due to the tourism industry. A 2009 study by the United Nations Development 
Programme (UNDP)14 found that over 75% of men and women working in Siem Reap and 

                                                 
14 Footnote 3.   
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Phnom Penh hotels remit wages of over $1.2 million per month. As in all project countries, 
women now represented at least half the tourism industry workforce, which was equal to the 
targets in the project’s Gender Development Plan. Low-value land adjacent to the access road 
to the Genocide Memorial had been transformed into high-value property for housing and light 
industry. Nearly 200,000 annual visitors to the Genocide Memorial had created approximately 
40 permanent jobs for management staff and vendors, and local entrepreneurs earned 
significant income transporting tourists to the site. The Ministry of Tourism reported that entry 
fees were partially used to support 350 local scholarships. Development of CBT and training of 
unskilled workers to access tourism-related employment had benefited 17 villages with a total 
population of 13,379 in Rattanak Kiri and 14 villages with a total population of 9,524 in Stung 
Treng (footnote 3). 
 

39. In the Lao PDR, the PCR noted and this validation agrees that timely implementation of 
tourism-related infrastructure improvements, capacity building, and policy reform centrally and in 
the provinces could have contributed to the country’s achievement of 2.5 million international 
tourist arrivals in 2010 and $381.7 million in foreign exchange. Between 2003 and 2007, the 
increase in international tourist arrivals among the project’s four target provinces in the Lao PDR 
ranged from 151.8% to 722.7%. This had created rural employment and income-generating 
opportunities for women and ethnic groups. At Kwangsi Falls, 125 local vendors (more than half 
were women) from nearby Thapaen village operated 50 food and handicraft shops, up from less 
than 10 at appraisal. In total, the Lao PDR developed or improved 35 CBT attractions that 
generated $3.81 million in revenue from 2003–2008. By 2009, annual revenue at the sites had 
increased to $3.22 million. More than 2,000 new entrants were trained and had gained tourism-
related employment. The estimated number of direct and indirect project beneficiaries was 
15,326. Some 53% of the 103 villages included in the project classified themselves as an 
indigenous group. To boost women’s participation in tourism-management positions in 
government and private enterprise, LNTA requested and received a small grant from the ADB 
Gender and Development Cooperation Fund to prepare the Tourism and Gender Strategy for 
the Lao PDR. Approved by LNTA in 2007, this was being implemented at the time of PCR 
preparation. 
 

40. In Viet Nam, the PCR noted and this validation agrees that the project assisted the poor, 
in particular women, in improving their incomes through tourism-related employment. Women 
operated nearly all souvenir shops and refreshment stands at My Tho river pier complex. Tourist 
spending at the pier was approximately $14 million in 2009, with the night market and hospitality 
establishments generating an additional $6.1 million from the sale of food, handicrafts, and 
lodging. More than 1,000 people—60% women—were directly employed in tourism activities 
associated with the pier. Sam Mountain generated nearly 3.5 million tourists in 2010. The 
combined annual tourism revenue for Sam Mountain and Chau Doc town was estimated at 
$105.5 million, with more than1,000 workers directly employed in the local tourism industry. 
 

41. In Cambodia, the PCR noted and this validation agrees that treatment of wastewater, 
drainage improvements, and more efficient garbage collection and disposal had improved 
sanitary conditions in urban areas and catalyzed public and private investment in tourism-
related infrastructure and services. Villages situated along project roads had benefited from 
reduced dust and expanded access to services and transport. Project roads followed existing 
alignments and required minimal land acquisition and no resettlement. The main resettlement 
impact was the relocation and compensation of 356 affected households for the Siem Reap 
WWTP. Compensation payments were overseen by the government’s interministerial 
resettlement committee and completed in 2009.  
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42. In the Lao PDR, the PCR noted and this validation agrees that the Luang Namtha Airport 
improvements involved relocation of an entire village of 109 families to a fully serviced site with 
piped water supply, road access, electricity supply, and replacement land. All affected persons 
were satisfied with the resettlement and their living conditions restored or improved.  
 

43. In Viet Nam, the PCR noted and this validation agrees that land acquisition affected 65 
families comprising 200 persons in the Viet Nam project. Disagreement on compensation 
payments between the An Giang PMU and 12 affected persons resulted in the filing of a 
complaint with the ADB Office of the Special Project Facilitator. ADB found the complaint 
ineligible to be handled by the Office of the Special Project Facilitator, but advised the PMU to 
ensure timely payment of compensation at the rates set under the updated resettlement plan. 
The issue was resolved and compensation payments were completed. This validation rates the 
project impacts significant. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

44. The PCR rated the performance of the borrower and executing agencies in Cambodia 
and Viet Nam satisfactory. It noted that delays in consultant recruitment and civil works 
procurement were due to the unfamiliarity of the executing agencies and implementing agencies 
with ADB procedures. Counterpart funds were provided as specified, and institutional and legal 
covenants were generally complied with by the agreed deadlines. Although the project required 
loan extensions, it still achieved the expected outputs, except for the two cancelled airport 
subprojects in Cambodia. The rapid pace of implementation during the project's final 2 years 
was partially attributable to institutional strengthening and capacity building initiatives for 
counterpart staff. 
 

45. The PCR further noted that performance of the borrower and the executing agency in 
the Lao PDR was highly satisfactory. Timely processing of withdrawal applications, financial 
reporting, and regular meetings and liaison with the Bank of Lao PDR and the Ministry of 
Finance ensured that project funds flowed efficiently from ADB to intended recipients. Effective 
coordination among the LNTA, MPWT, Science Technology and Environment Agency, and 
Department of Civil Aviation ensured timely approval of safeguard documents and changes in 
the scope of works. An innovative procurement practice that contributed to timely 
implementation was the creation of a small-scale contracting facility for contracts of less than 
$5,000. The executing agency utilized this to procure services, such as printing, translation, and 
training. Proposals were evaluated by the PCU following national procurement guidelines and 
contracts were awarded based on price comparisons from a minimum of three suppliers and 
past performance of the contractor. The project outputs were completed within the time 
envisaged at appraisal (footnote 3).  
 
46. The PCR did not give an overall rating to the project. This validation, based on the 
observations noted above, rates the performance of the borrower and executing agencies 
satisfactory. 

B. Performance of the Asian Development Bank  

47. The PCR rated the performance of ADB satisfactory. It noted that the three loans were 
originally administered from ADB headquarters, but after the project’s midterm review, 
administration of the Cambodia loan was delegated to the Cambodia Resident Mission, and the 
Viet Nam loan to the Viet Nam Resident Mission to allow closer supervision of civil works and 
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resettlement. ADB headquarters continued to administer the Lao PDR loan until closing. This 
validation observes that, while the Lao PDR project administered from ADB headquarters was 
completed on time, the Cambodia and Viet Nam projects administered by their respective ADB 
country resident missions were delayed. ADB conducted regular loan review missions, a 
midterm review, resettlement review missions, and project completion review missions together 
with the executing agencies and ministries concerned. ADB was responsive to the requests of 
the executing agencies and worked closely with government counterparts and consultants. No 
notable delays were reported in ADB approval of withdrawal applications or issuance of no-
objection letters. ADB staff spent time training counterparts on project implementation 
procedures and provided all relevant ADB guidelines. Executing agencies, consultants, and 
contractors appreciated the continuity of the ADB project officer, and advice on implementation 
issues and matters of loan administration. This validation also rates the performance of ADB 
satisfactory. 
 
C. Others 

 
48. The PCR noted that resettlement plans, initial environmental examinations, and 
environmental management plans were prepared and implemented according to ADB and 
government safeguard policies. In Cambodia, preparing the resettlement plan for the Siem 
Reap environmental improvements began in October 2002, but landowners opposed the selling 
of their land to make way for the WWTP. A new site for the WWTP was selected, involving 356 
affected households and 13 severely affected persons. At the time of the 2007 midterm review, 
affected households had signed a contract with the resettlement committee to receive 
compensation for their losses. Compensation payments to affected persons in Siem Reap were 
completed in 2009.  
 
49. In the Lao PDR, the Konglor Cave access road improvements required minimal land 
acquisition as the project road followed existing alignments. Compensation was paid in 2006 
according to the resettlement plan. The resettlement plan prepared for Luang Namtha Airport in 
2002 determined that 109 families and one temple would be severely affected and needed to be 
relocated to a fully serviced resettlement site. The original design of the airport had to be 
changed and required the acquisition of an additional 10.5 hectares (ha) of private agricultural 
land belonging to affected households already included in the 2002 resettlement plan. An 
addendum to the resettlement plan was submitted to ADB in October 2005 and a resettlement 
site with replacement land, piped water supply, access roads, and electricity supply was 
established less than 1 kilometer from the original village. All affected persons were satisfied 
with the resettlement arrangements and had their living conditions improved or restored. 
 
50. In Viet Nam, it was estimated at appraisal that 231 households in An Giang and Tien 
Giang provinces with approximately 1,155 persons would be needing resettlement. More 
persons were actually affected than as determined in the updated resettlement plans prepared 
during implementation. Improvements to the My Tho river pier required acquisition of 1.2 ha of 
land and resettlement of 21 families with 46 affected persons, while Than Lap landfill required 
acquisition of 21.2 ha of land and resettlement of 10 families with 33 affected persons. Sam 
Mountain environmental improvements required acquisition of about 50 ha of land and 
resettlement of 32 families with 109 affected persons. The An Giang river pier did not require 
land acquisition but 12 affected persons were to receive assistance and compensation to 
replace assets on public land where the pier was constructed. In 2005, the An Giang PMU 
proceeded to make inadequate compensation payments and did not distribute a Vietnamese-
language public information booklet on resettlement procedures. As some affected persons 
were not to be resettled until late 2007, they insisted that compensation should be paid at 2007 
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prices and filed a complaint at the ADB Office of the Special Projects Facilitator. The 
complainants in An Giang were met by the resettlement review mission and were informed that 
their complaints had been discussed with the local authorities and were found to be ineligible to 
be handled by Office of the Special Project Facilitator (para. 43). This validation notes the 
resolution of all resettlement issues and the payment of compensation to affected households or 
persons, although not without difficulties experienced by the affected households as described. 
 
51. Environmental mitigation measures were adequately implemented during civil works 
construction, and there were no significant adverse environmental impacts due to the project. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

52. The PCR rated the project successful. 15 This validation rates the project relevant, 
effective, efficient, and likely to be sustainable. On the rating of relevant, the project was aligned 
with the three countries’ development objectives especially in the area of rural development. In 
addition, the ADB country strategy and program for the three countries also focused on the 
GMS subregional cooperation for each country and the recognition that this cooperation would 
generate benefits in trade and access to markets. For the Cambodia project, the design showed 
the most shortcomings as two airport projects were cancelled, while significant time was 
consumed to finally decide on the location of the WWTP in Siem Reap, in addition to the 
ensuing changes in scope and cost increases (para. 24). For the Lao PDR project, the 
construction of the Luang Namtha airport was delayed and the rehabilitation of the access road 
to Konglor Cave underwent design variations. In Viet Nam, the project was considered at risk for 
various reasons, such as low disbursement due to the inexperience of the executing and 
implementing agencies on ADB procedures, and resettlement issues. The provincial people’s 
committees of An Giang and Tien Giang were identified as executing agencies, but had no 
experience in implementing ADB projects. 
 
53. On effectiveness, the project increased tourism revenues in the project areas due to the 
growth in visitor arrivals, improved livelihood activities for the local people in the tourist 
attractions, improved sanitation in Siem Reap, and improved local access due to the project 
roads and airport. On efficiency, the reevaluated EIRRs and FIRRs of selected subprojects were 
higher than appraisal estimates and exceeded the economic and financial cut-off rates. The 
imposition of user (entrance) fees at the tourist attractions and project airport, and the 
mandatory connection to the WWTP in Siem Reap, including user charges, ensured the 
availability of O&M funding for the subproject facilities. 
 
54. Overall, this validation rates the project successful. The table below presents and 
compares the overall ratings of the PCR and this validation. 

  

                                                 
15 The PCR methodology for arriving at an overall rating was as follows: Each country’s rating, and that of the overall 

project, is based on a review of its relevance, effectiveness, efficiency, and sustainability. To arrive at the overall 
assessment, individual country ratings were aggregated based on the following assigned weights: Cambodia, 45%; 
the Lao PDR, 31%; and Viet Nam, 24%. These percentages take into account each country’s share of the total 
project cost at appraisal and reflect the relative importance of country-specific outputs to the overall project 
outcome. 



15 
 

Overall Ratings 

  Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Relevant Relevant  

Effectiveness in 
achieving outcome 

Effective Effective  

Efficiency in achieving 
outcome and outputs 

Efficient a Efficient  

Preliminary assessment 
of sustainability 

Likely Likely  

Overall assessment Successful Successful  
Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Impact Not rated Significant The PCR did not give a rating for 

project impact. Based on the 
discussions in the PCR and its 
appendix, this validation rates the 
impact of the project significant 
(paras. 37–43). 

Quality of PCR  Satisfactory Refer to para. 59. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
a  The methodology described in footnote 9 was used to estimate the overall project efficiency rating for the PCR. The 

result gave a computed value of 2.31 rating for efficiency. 
Source: ADB Independent Evaluation Department. 

B. Lessons 

55. The PCR cited and this validation agrees that project readiness could have been 
improved by enhancing the capacity of executing and implementing agencies in ADB 
procurement and financial procedures. Given the regular government system that staff was 
used to, confusion occurred with the concurrent addition of another procedure. While ADB 
provided capacity building, there should be more hands-on intervention with on-site coaching 
during the early stages of project implementation. In the case of Viet Nam, the executing 
agencies were the two provincial people’s committees, which were not familiar with and had no 
experience in implementing ADB projects. The situation worsened when they were 
subsequently given responsibility for implementing part B, which led to problems in coordinating 
consultant inputs (para. 18). 
 
56. The pre-feasibility study that prepared the project design and appraised the viability of 
the subprojects had quality issues, given that two airport projects in Cambodia were cancelled 
due to poor market viability, the airport project in the Lao PDR had to be redesigned due to the 
need to expand scope, the site for the WWTP in Siem Reap was not firmed up and substantial 
time was wasted looking for an alternative site, and others. These suggested that the 
governments and ADB should conduct a more detailed review of the studies to confirm 
soundness of assumptions and results.  

 
C. Recommendations for Follow-Up 

 
57. The PCR recommended and this validation agrees that the maintenance of project 
facilities and monitoring of social and environmental impacts were critical to the long-term 
success of the project. ADB should ensure that monitoring of the operations of the project 
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facilities and other components was done periodically. While the rapid increase in tourist arrivals 
ensured that revenue streams would continue to increase, the rapid growth would require strong 
action to manage negative impacts. These included implementation of O&M plans, effective 
financial management, information and education activities, law enforcement, and inclusion of 
local stakeholders in decision-making processes.  

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

58. Based on the PCR project framework, which showed project achievements on the 
performance indicators, this validation notes that the performance of the project was being 
monitored regularly and the results were used in the PCR preparation. On the one hand, the 
substantial amount of data could not all be used, but this problem is better to have than having 
less data to assess. On the other hand, the outcome indicators being measured were not as 
referred to in the appraisal design and monitoring framework (para. 31). ADB should continue to 
monitor project performance especially on the socioeconomic impacts to ensure that project 
benefits were cascaded down to the poor communities in the project’s influence areas. 
 
B. Comments on Project Completion Report Quality 

59. This validation rates the PCR quality satisfactory. The complexity of preparing a PCR 
involving three different loans and countries at the same time was handled well. The 
discussions were adequately supported by data and problems in project implementation were 
explained thoroughly. The project framework detailing the achievements of the project showed 
the availability of monitoring data. The PCR showed a thorough understanding of project 
implementation including the problems that were experienced. 

C.  Data Sources for Validation 
 
60. The data sources used for this validation included the project’s report and 
recommendation of the President, PCR, back-to-office-reports, and the following ADB papers—
Greater Mekong Subregion: Tourism Sector Assessment, Strategy, and Road Map; Country 
Strategy and Program Update (2003–2005), Cambodia; Country Partnership Strategy, 2011–
2013, Cambodia; Country Strategy and Program (2003–2005), Lao People’s Democratic 
Republic; Country Strategy and Program (2002–2004), Socialist Republic of Viet Nam; and The 
GMS Beyond Borders: Regional Cooperation Strategy and Programs, 2004–2008. 

D. Recommendation for Independent Evaluation Department Follow-Up 

61. This validation does not recommend an IED follow-up as the PCR findings were 
sufficient to indicate sustained generation of project benefits and O&M of the project facilities. 
However, ADB resident missions in the three countries should periodically monitor the status 
of project O&M to ensure that financial resources generated from user fees were being utilized 
properly and the condition of the project facilities were well maintained. 
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