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I. PROJECT DESCRIPTION 

A. Rationale 

1. During project preparation, the modernization of air transport in the Pacific developing 
member countries (DMCs) was considered crucial for promoting trade and tourism, which in turn 
would enable economic growth and reduce poverty. The Pacific DMCs were the base of 
operations for 43 air transport operators, with 266 aircraft and nearly 4,000 licensed personnel. 
However, because national airline industries were often fragmented, national capacity for safety 
and security regulation and oversight was difficult to develop. Most of these countries did not 
have qualified inspectors in key areas and relied on other countries with more advanced aviation 
sectors for contracted services.1 
 
2. Additionally, audits conducted under the Universal Safety Oversight Audit Program of the 
International Civil Aviation Organization (ICAO) showed major deficiencies in meeting standards 
and recommended practices (SARPs), making international air travel in this region relatively 
unsafe and less secure. Common deficiencies involved noncompliant and badly outdated 
legislations and regulations, operational systems and procedures that did not ensure thorough 
                                                 
1  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Pacific Aviation Safety Office for the Establishment of the Pacific Aviation Safety Office 
Project. Manila. 
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oversight, incomplete technical guidance materials, under-resourced and poorly performing civil 
aviation authorities (CAAs), a shortage of qualified technical personnel, and a nearly complete 
inability to license personnel and certify airlines.  
 
3. Air transport operations were required to comply with internationally recognized safety 
regulation and oversight standards. However, these Pacific DMCs faced severe financial 
limitations and shortage of skilled personnel preventing them from performing the essential 
functions and, consequently, often failing to meet requirements. Noncompliance placed safety 
and security at risk and potentially threatened continuity of international services. Thus, aviation 
ministers of the Pacific Islands Forum mandated the creation of a collaborative regional aviation 
safety oversight program to establish regional capacity and enable economies of scale through 
capacity sharing, leading to financial sustainability. This initiative recognized the importance of 
regional cooperation and collective action in addressing safety in air navigation. 

 
4. The result was the Pacific Aviation Safety Office (PASO), an initiative aimed at improving 
the safety of regional air transport services in the Pacific and strengthening regional capacities to 
deal with multifarious issues. Eight members of the Asian Development Bank (ADB), six of which 
are Pacific DMCs,2 became members of PASO. PASO was designed to eventually become self-
sustaining but it required initial external assistance to become fully established and operational. 
Thus, the ADB loan was the central element in a carefully prepared strategy led by PASO’s 
multinational Council of Directors to enable the body to come into operation, recruit key staff, 
and undertake the much-needed services.   

B. Expected Impact 

5. The expected impact of the project was for the Pacific aviation sector to meet all 
international requirements for safety and security regulation and oversight. The impact indicator 
was for all PASO DMCs to become fully compliant by 2009 with all relevant SARPs issued by 
the ICAO. For many Pacific island governments, this was important since the ICAO audits 
pointed to deficiencies in meeting standards and recommended practices  (para. 2). 

C. Objectives or Expected Outcome  

6. The envisaged outcome of the project was an effective and sustainable approach to 
improving aviation safety and security based on regional cooperation, shared capacity, and 
economies of scale. Outcome indicators were the establishment of PASO as an operational 
agency by 2005, and the appointments of a general manager by the second quarter of 2005 
and four internationally qualified technical specialists3 by the third quarter of 2005. Other 
performance targets were commencement of inspections in each technical discipline by the 
end of 2005, recovery of inspections costs by 2006, and achievement of financial self-
sufficiency by 2010. 

D. Components and Outputs  

7. The core of the project comprised three components, which needed to be initially 
introduced sequentially. Component A was aimed at creating a harmonized regulatory 
environment, while Component B was geared to ensure airline compliance with international 
standards. Component C, on the other hand, aimed to establish and institutionalize a regional 

                                                 
2  Fiji Islands, Kiribati, Papua New Guinea, Samoa, Solomon Islands, and Vanuatu; plus Australia and New Zealand. 
3  One each in airworthiness, flight operations, security, and aerodromes.  
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surveillance and inspection system, while Component D was for refurbishing the PASO 
headquarters. 

8. Component A’s envisaged outputs were the adoption and implementation of an 
updated oversight system in each PASO in the Pacific DMCs, and provision of training and 
capacity building for airlines, national CAAs, and airport operators. PASO was also expected 
to develop surveillance and inspection procedures, certification and licensing procedures, and 
technical guidance materials under this component, including provision of comprehensive 
briefings and training of officials and management of CAAs, airlines, and airports on the new 
safety, security systems, inspection, surveillance, and certification programs. 

9. For Component B, the targeted output was certification of airline compliance with 
international requirements. PASO staff were to supervise certification audits in airworthiness 
and flight operations, using the ICAO’s standards and recommended practices in combination 
with procedures and technical guidance developed under component A. Based on PASO 
recommendations, the PASO in Pacific DMCs were to issue or revalidate the airlines’ air 
operator’s certificates.  

10. Component C’s expected outputs were the design and implementation of the minimum 
required annual inspection (MRAI) plan for each member, covering its CAA, air transport 
operators, and aerodrome operators; and creation of an inspection documentation and issue 
resolution system. A system of circulars and directives was to be required for official 
communications with members. Component D was a small component of the project and was 
limited to upgrading and reequipping of the offices that the Vanuatu government in Port-Vila 
had provided for PASO since 2003. 

E. Provision of Inputs  

11. The project costs consisted essentially of the salaries and operating expenses of the t                          
hree core staff members hired on a 3-year contract—the general manager and the 
airworthiness and flight operations inspectors who were crucial for airline recertification and 
the broader MRAI work. At appraisal, project cost was estimated at $ 2.1 million, of which the 
ADB loan was to cover about 71% ($1.5 million equivalent from the Asian Development Fund) 
and the remaining amount was to be met out of the annual subscriptions of member  countries 
and special contributions for office accommodation and administrative staff. A little more than 
half of planned project costs were intended for the development and launch of the MRAI-
based regional surveillance and inspection system, to which an aerodromes and security 
inspector financed for 2.5 years by New Zealand aid, would make an important contribution. 
Expenditure on each of the first two components—updated country legislation and airline 
recertification—was budgeted at 17.5% of the total, with the remainder for office improvement 
and financial charges.  

12. Actual expenditure stayed quite close to what was planned. The actual total was $2.28 
million with a foreign exchange cost of $1.51 million and a local currency cost of $0.77 million. 
Actual costs were 9% higher than the appraisal estimate because of exchange rate 
fluctuations. Specifically, the cost of surveillance and inspection was $1.53 million, or 38% 
higher than the appraisal estimate of $1.1 million excluding contingencies. The cost of civil 
works was 23% of the appraisal estimate as only minor renovations to existing facilities were 
done. Equipment was higher at 206% of the appraisal estimate in view of the acquisition of 
information and communication technology hardware and software, which included the 
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aviation safety and quality management system software that required a reallocation of loan 
proceeds in March 2007. 
 
13. ADB approved the advisory technical assistance (TA)  in 2005 (footnote 1). It was 
intended to establish a consistent safety and security oversight framework for all PASO 
members to enable organizational efficiency and effectiveness. The expected output included 
recommendations for revisions to national aviation laws and regulations. This legislative and 
regulatory component of the TA encountered delays because of protracted negotiations 
among key countries involved, including lengthy negotiations between PASO and the ICAO. 
As a result, this component was deferred in favor of developing and executing the technical 
work program.  
 
14. The second output of the TA—recommendations for recertifying airlines—became 
unnecessary because airlines in PASO member countries switched to register their remaining 
international operations in Australia and New Zealand, whose civil aviation administrations 
certified the airlines’ compliance under Australian and New Zealand regulations. Additionally, 
PASO technical staffs were quickly able to certify domestic operations without external 
assistance. The third component—to develop management information and communication 
systems—was conducted after the assessment was completed and the specialized hardware 
and software was provided. The third output was delivered successfully while the first two 
outputs were not delivered, as they became obsolete. 
 
15. Various stakeholders recognized the importance of paying for needed service to 
ensure maintenance of aviation security. However, this did not always translate into the 
practical steps required to achieve regular financial flows in the face of inadequate overall 
budgets and competing priorities. To help find practical ways of resolving the issue, ADB 
approved another TA in December 2010 for a three-part task: (i) further improving the 
harmonization of aviation regulatory frameworks among the Pacific countries to eliminate any 
remaining costly inconsistencies; (ii) a deeper efficiency audit of PASO’s expenditures to 
identify any promising areas for generating savings; and (iii) developing concrete proposals for 
the particular taxation and pricing mechanisms, which countries could best use to gather the 
resources needed to pay for their subscriptions and other fees and charges be due to PASO.4 
The TA’s physical completion is expected by 31 December 2013. 
 
F. Implementation Arrangements  
 
16. PASO was the project’s executing agency, and Council of Directors, comprising one 
representative from each member government, the ICAO, the Association of South Pacific 
Airlines, and the Pacific Islands Forum Secretariat, formed the project steering committee. The 
PASO general manager, who also sat on the Council, had overall responsibility for project 
implementation. PASO staff followed all relevant ADB guidelines for project implementation, 
and the Council provided effective technical oversight and policy guidance. 
 
17. The project completion report (PCR) indicated no change was made in implementation 
arrangements. Those established at appraisal functioned satisfactorily and were adequate for 
delivering the intended project outputs within project duration. 
 
 

                                                 
4  ADB. 2010. Technical Assistance for Institutional Strengthening for Aviation Regulation. Manila (TA 7684-REG). 
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II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
18. The PCR5 rated the project highly relevant. The project was a direct response to a 
request for assistance from a number of Pacific island countries that were soon joined by 
representatives of most of the other main island groups. It was fully in line with the focus of 
ADB’s own regional cooperation strategy6 on building regional institutional capacity to achieve 
economies of scale and improve skill availability in the South Pacific. The enterprising 
approach of financing initial establishment costs for the development of much-needed services 
that would become self-financing in later years was explicitly endorsed in the strategy.   

19. In recent years, ADB’s regional strategy continued to emphasize cooperation and 
integration among the Pacific islands. Its strategies for assisting individual countries  recognize 
the importance of aviation (for connectivity to social services and for tourism and trade) and 
therefore also of aviation safety and security. The PCR noted that PASO did not succeed in 
using regional information systems in relation to aviation incidents or accidents or such 
resources as airlines, aircraft, and staff  largely because the states were not able to provide 
this information despite PASO’s continual reminders to use the system and offers of training.  

20. The project appears to be well designed. The validation is of the same view with the 
PCR on the need for strengthening compliance enforcement and updating the regular system. 
This was to ensure the provision of pertinent regional information to PASO to assist its 
planning and managing oversight functions and assessing trends against performance 
benchmarks. Overall, the validation rates the project highly relevant. 

B. Effectiveness in Achieving Project Outcome 

21. The PCR rated the project less effective because of the relatively low level of utilization 
of PASO advisory, certification, inspection, and surveillance services by the CAAs and aviation 
industries of its developing member countries even by 2010, the last year of the project. PASO 
management and its inspectors had conducted extensive training and disseminated a large 
amount of information. They worked hard to help states meet their MRAIs, but were able to 
implement only about half of the work plans because members failed to pay outstanding 
accounts and, equally important, frequent changes or cancellations requested by states 
created serious scheduling difficulties.   

22. Civil aviation authorities allowed themselves to be pressured into issuing operating 
certificates before receiving payment for inspection costs, allowing overdue fees to 
accumulate. Compliance with inspection recommendations was being deferred because of 
member states’ continuing weakness in safety awareness. PASO had not yet succeeded in 
utilizing regional information systems in relation to aviation incidents, accidents, or resources 
(airlines, aircraft, and staff) because of the non-provision of information by member countries. 
PASO was in danger of not being able to overcome the obstacles in providing the requisite 
support for safety before its financial capacity was exhausted. Given these, the validation rates 
the project less than effective.  

 

                                                 
5  ADB. 2011. Completion Report: Establishment of the Pacific Aviation Safety Office Project (Pacific Region). Manila. 
6  ADB. 2003. Regional Cooperation Strategy and Program 2004–2006: The Pacific.  Manila. 
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C. Efficiency of Resource Use in Achieving Outcome and Outputs 

23. The PCR rated the project efficient. The PCR gave careful attention to the efficiency of 
the project carried out, its effects on aviation services in the Pacific, and the returns on the 
initial institution-building investment that could be expected in the form of savings in future 
inspection costs from using PASO services rather than the lowest-cost alternative. It examined 
the efficiency of PASO’s project implementation process The PCR indicated that significant 
delays occurred because two of the four guarantor nations took much longer than expected to 
ratify the Pacific Islands Civil Aviation Safety and Security Treaty. Loan effectiveness was thus 
5-months delayed to June 2006. However, the loan was closed in September 2010, 8 months 
earlier than the April 2011 closing estimated in the loan agreement. Implementation was 
smooth and, in general, procurement and the use of the imprest account were adequate. 

24. Based on these analyses, the PCR concluded that the project was efficient, and that if 
billing and collection problems could be resolved quickly, the capacity-building investment 
could still yield an economic internal rate of return of 14%, a little above the social opportunity 
cost of capital although only about half the rate of return estimated at appraisal.   

25. Additionally, the PCR pointed out that according to member states, the presence of 
PASO had already improved safety and security oversight in the Pacific. Confirmation of this 
would probably emerge from an analysis of the results of the ICAO’s Universal Safety 
Oversight Audit Program (treated confidential by governments and thus not made available to 
the completion mission). How the region would obtain the necessary aviation services in the 
absence of PASO is less clear now than it was in 2005.   

26. The PCR indicated a decline in the willingness of major regional civil aviation 
authorities —in Australia and New Zealand—to undertake oversight functions. The economic 
analysis now, as at appraisal, nonetheless identified New Zealand as the lowest-cost 
alternative provider of services, as it uses projected savings over charges for inspection 
services as the benefit stream earned from the institution-building investment (measured as 
the accumulated net shortfall of the office’s revenues from its expenses since the start in 
2005). Overall, the validation rates the project efficient.   

D. Preliminary Assessment of Sustainability  
 
27. The PCR rated the project likely to be sustainable since expectations were strong that 
PASO members were to approve new funding mechanisms that could quickly be put in place 
to ensure the PASO’s continued operation. At earlier stages of the work, the project 
completion mission appeared to be deeply worried about the issue of cost recovery and its 
possible consequences. The PCR noted the need for developing new financial sources such 
as the imposition or allocation of passenger or aircraft levies.  
 
28. Since the PCR was published, development partners including the World Bank, the 
governments of Australia and New Zealand, and ADB had engaged in discussions on how 
PASO’s operations could be sustained so that the necessary services could be provided to its 
member states. The World Bank, in particular, had approved a $2.15 million grant for the 
PASO Reform Project on 30 September 2013 to help ensure aviation safety and security 
oversight in Pacific island countries.7 This World Bank project is expected to provide financial 
assistance to PASO in the fourth quarter of 2013.  

                                                 
7  http://www.worldbank.org/projects/P145057/pacific-aviation-investment-program?lang=en&tab=overview 
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29. PASO, on the other hand, has started its business restructuring (i.e., improving 
governance, revising subscription fees, outsourcing inspectors, and developing management 
information systems). This is in consonance with a PASO business plan, which is a condition 
of the grant finance. Additionally, PASO and its member states had agreed on revised 
subscription fees (i.e., funding mechanisms). Together with the World Bank grant, these 
initiatives provide a level of assurance that PASO’s operations would be sustained at least in 
the medium term, assuming that member countries would actually adhere to the revised 
subscription fees. Thus, the validation also rates the project likely to be sustainable. 

E. Impact  

30. The PCR did not rate project impact. It noted however, PASO’s positive impact in 
harmonizing aviation regulations and strengthening CAAs. PASO was able to generally 
improve aviation safety and security in the region largely by building the capacity of aviation 
sector staff through training courses and during their country inspection missions. Moreover, 
the PCR found that ICAO statistics indicated no increase in accident rates in Asia and the 
Pacific since 2005 despite rising numbers of aircraft departures.   

31. The PCR noted that the Pacific has not experienced a major accident for several 
decades, although a number of light aircraft accidents have had occurred. It indicated the 
importance of maintaining this record because of the geographic isolation of PASO member 
states. A major air incident would do immense damage to the Pacific region through its impact 
on tourism. Given these, the validation rates project impact significant. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

32. The PCR rated PASO’s performance satisfactory. As a regional agency, PASO was 
both the borrower and executing agency for this loan (with guarantees provided by member 
governments), and its Council of Directors acted as project steering committee members. It 
had to put in place all the required systems to operate as an effective office and serve its 
clients in the aviation sector of the region, i.e., airlines, staff, and aerodrome operators. In 
terms of establishing the office, performance was satisfactory, with accommodation promptly 
made available by the Government of Vanuatu.  

33. Progress reporting to ADB was often poor to nonexistent because of turnover of 
personnel, but reporting to the council was reasonably maintained, and financial reports, 
especially the external audit reports, were prepared and submitted on time and in accordance 
with international accounting standards. The audits indicated that the financial statements had 
been correctly prepared and ADB funds had been used for the purposes indicated in the loan 
agreement. In general, PASO’s financial management and technical capability improved 
during project implementation. The validation has a similar rating to that of the PCR.  

B. Performance of the Asian Development Bank 

34. The PCR rated ADB’s performance satisfactory. When PASO was established and the 
need arose for a substantial sponsor, ADB assumed responsibility. It provided technical 
support for the project and its design. The ADB project officer attended the PASO Council’s 
regular meetings throughout the project’s execution, and ADB staff assisted in improving the 
office’s financial management and control systems. Moreover, ADB quickly approved minor 
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changes, thus allowing the loan to be fully utilized early on. The validation rates ADB’s 
performance satisfactory.  

C. Others  

35. No other issues arose in this very small, special-purpose project. No adverse effect on 
the environment was recorded. The PCR also did not indicate any resettlement-related issues. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

36. The PCR rated the project successful. The validation also rates the project successful  
(see table). The project was highly relevant in improving aviation safety and security in the 
Pacific. However, it was less than effective in view of the relatively low level of utilization of 
PASO services, including the use of regional information systems. It was nonetheless efficient 
largely because of a favorable economic viability indicator and smooth implementation. On 
sustainability, PASO member countries have been engaged in various activities to restructure 
the business plan, including revision of subscription fees. Various options for making efficient 
use of available financial resources continued to be explored. As indicated in para. 28, the recent 
World Bank grant would help sustain PASO’s operations. As such, sustainability is likely in the 
medium-term.   

Overall Ratings 

  Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Relevance: Highly  relevant Highly relevant   

Effectiveness in 
achieving Outcome: 

Less effective  Less than 
effective  

 

Efficiency in achieving 
outcome and outputs: 

Efficient  Efficient   

Preliminary assessment 
of sustainability: 

Likely to be 
sustainable  

Likely to be 
sustainable  

 

Overall assessment: Successful  
 

Successful   

Borrower and Executing 
Agency: 

Satisfactory Satisfactory  

Performance of ADB: Satisfactory Satisfactory  

Impact: Not rated Significant Refer to para. 31 
Quality of PCR:  Satisfactory Refer to para 41. 

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  

37.  The PCR drew out valuable lessons from project experience. The most important lesson 
pertained to issues that needed to be resolved, if possible, before launching multicountry 
agencies that provide services to all the countries in a region. These included the importance of 
obtaining long-term funding, and capacity building especially in terms of developing regional 
expertise in the use of best-practice systems. The PCR also highlighted the need for strong 
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management and strategic thinking when it comes to building a sound and viable institution. This 
validation suggests the need for extra effort focused on project preparation, especially in 
conducting sufficient assessment of the prospects for strategy and policy harmonization in areas 
that could potentially  gain from collective action and regional cooperation. 

C.  Recommendations for Follow-Up  
 
38. The PCR’s recommended follow-up actions, which were mostly project-specific in 
nature, are sound. In particular, it is important that all member states remain fully involved and 
committed, especially in formulating financial mechanisms, to ensure PASO’s long-term 
financial feasibility. Moreover, continuous upgrading of staff capacity is needed, which may 
include developing a regional skills registry to expand capacity beyond PASO staff. The 
validation recommends that ADB should provide support to strengthen PASO’s project 
performance management system (PPMS) to better monitor and evaluate the implementation 
and development impact of the project.   

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

39. PASO was envisaged to set up a PPMS. Indicators were to include national legislative 
and regulatory improvements, technical certifications, and compliance with ICAO standards 
and recommended practices. The PCR annex on loan covenants showed this covenant as 
having been complied with, although delayed, only in 2008, mainly because of the delay in 
loan effectiveness. The PPMS is now expected to be fully established so that PASO could 
develop its work plan and award contracts, based on the requirements for safety and security 
regulation and oversight.  

40. The PCR noted that project monitoring and evaluation were weak. This problem was, 
however, supposed to have been solved after the first difficult start-up phase in 2007 and with 
the appointment of a new general manager early in 2008, but the PCR indicated that the 
monitoring and evaluation reports, which were due for submission to ADB every 6 months 
were never in fact prepared. PASO indicated that the main reason for this was the change in 
management in 2008 and the pressing need to make PASO operational, which meant that 
formal reporting suffered. 

B. Comments on Project Completion Report Quality 

41. The PCR focuses on the key issues in a very practical and constructive way, and its 
judgments appear to be well thought out and balanced. Like the report and recommendation of 
the President (RRP) for the project, the PCR tried to find ways to best fit an important but 
novel, even experimental, project into ADB’s structure of project processing standards and 
procedures, such that substantive contributions are made in resolving the project’s weak 
aspects and overcoming its risks. 

C.  Data Sources for Validation 
 
42. The data sources used for the validation included the project’s RRP, the PCR, back-to-
office reports (BTORs), TA reports, and the World Bank website. 
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D. Recommendation for Independent Evaluation Department Follow-Up 

43. This small project would probably warrant further Independent Evaluation Department 
work only as one case among others in a broad study, as for example, ADB support for 
building small or new regional institutions, a study on regional cooperation, or best ways to 
respond to the needs of the Pacific islands. Within such context, the PASO experience would 
make an exceedingly valuable contribution. Additionally, ADB should monitor this project and 
explore ways for possible future engagement. At present, ADB’s future role in this project is 
not clear. As such, a project performance evaluation report may be warranted in the future. 
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