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I. PROJECT DESCRIPTION 

A. Rationale 

1. Afghanistan is a landlocked country facing tough sociopolitical and physical challenges. 
According to the project’s report and recommendation of the President (RRP),1 at the time of 
project preparation, Hairatan was Afghanistan’s main dry and river port, accounting for close to 
50% of its total imports. However, an existing rail line between Termez in Uzbekistan and 
Hairatan did not have a rail link into Afghanistan. Freight into Afghanistan and beyond had to be 
off-loaded and reloaded into trucks at Hairatan. This process was costly and slow and limited 
volume flows. Removing this bottleneck was considered an urgent task (RRP, para. 25). 
 
2. The RRP stated that an extension of the Termez–Hairatan railway link into Mazar-e-
Sharif in Afghanistan was a top government priority. This railway line was expected to create a 
reliable, safe, and sustainable transport link between Afghanistan and its neighboring countries 

                                                
1  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant to the Islamic Republic of Afghanistan for the Hairatan to Mazar-e-Sharif Railway Project. Manila. 
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to increase regional cooperation and trade. It was also considered key to expanding job 
creation, investment, and ultimately poverty reduction in Afghanistan (RRP, para. 24).  
 
B. Expected Impact 

3. The project was expected to lead to increased trade and greater economic growth 
between Afghanistan and the region. Impact indicators identified in the design and monitoring 
framework were (i) increased trade between Afghanistan and Uzbekistan from $170.0 million in 
2008 to $300.0 million by 2015, and (ii) increased total trade in Afghanistan's from $3.5 billion in 
2008 to $5.0 billion by 2015. 

C. Objectives or Expected Outcome  

4. The project’s expected outcome was the development of an efficient, safe, and reliable 
railway link in northern Afghanistan. Performance targets expected to be achieved by 2012 were 
(i) freight transported by trains to reach 6,000 tons per day from 4,500 tons per day in 2008; (ii) 
heavy vehicle traffic on Hairatan–Mazar-e-Sharif road reduced to 35% from 50% in 2008; (iii) 
travel time for freight traffic between Hairatan and Mazar-e-Sharif shortened to 1 hour from 2 
hours in 2008; (iv) carbon dioxide emissions lowered to 1.7 million tons per year from 2.3 million 
tons per year in 2008; (v) increased job opportunities for women in project-related services and 
local businesses, including logistics services at all railway stations; (vi) smaller risk and reduced 
incidence of HIV and other sexually transmitted infections linked with the volume of road traffic 
in the project area; and (vii) increased opportunities for about 5 million people who will benefit 
from the project and railway operations. 

D. Outputs 

5. The RRP defined two outputs: (i) railway design and construction; and (ii) project 
management, construction supervision, and institutional development. The first output involved 
the construction of 75 kilometers (km) of a new single-line railway between Hairatan and Mazar-
e-Sharif along with supporting ancillary infrastructure and facilities, including (i) an upgraded 
marshaling yard and railway station at Hairatan; (ii) railway station and transshipment facilities 
at Naibabad, and a railway station at Mazar-e-Sharif airport; (iii) signaling and 
telecommunication systems; and (iv) safety and security infrastructure features. The second 
output was the engagement of an advisor to develop a (i) railway sector institutional plan, (ii) 
railway legal and regulatory framework, (iii) an operation and maintenance (O&M) agreement, 
and (iv) training programs for staff development. 

E. Provision of Inputs 

6. The total cost of the project was estimated to be $170.0 million, of which $130.5 million 
(76%) was allocated for civil and railway works. The RRP identified two major potential risks to 
the project—start-up and implementation delays, and security. A large proportion for 
contingencies ($29.8 million or 21% of the base cost) was included in the project cost estimate 
to address these concerns. The RRP indicated the project would require 210 person-months of 
consultancy, comprising 110 person-months for international and 100 person-months for 
national consultancy. According to the project completion report (PCR),2 a total of 186 person-
months of consultancy were provided, comprising 91 person-months of international 

                                                
2  ADB. 2013. Completion Report: Hairatan to Mazar-e-Sharif Railway Project in the Islamic Republic of Afghanistan. 

Manila. 
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consultants, 47 person-months of regional consultants, and 48 person-months of national 
consultants (PCR, para. 19).  
 
7. The project was to be financed by a grant of $165 million (97% of the project cost) from 
the Asian Development Bank (ADB) and a contribution of $5 million from the government. The 
grant became effective on 3 November 2009. At completion, ADB financed $156 million while 
the government contributed $3 million. In all, 94% of the grant funds were utilized and the 
undisbursed amount was canceled. 
 
8. The RRP indicated that a technical assistance (TA)3 was provided to prepare the project 
(RRP, para. 1). The TA project was to undertake and complete a study on railway development 
in the northern part of Afghanistan by April 2010. The TA completion report 4 indicated that the 
railway development program was formulated with rationale, components, cost estimates, 
financing plan, and implementation arrangements. An initial social assessment and summary 
initial environmental examination were also conducted. The TA consultant report was completed 
in May 2010. 

9. The PCR reported that at the request of the government, ADB approved a change in 
project scope in June 2011 (PCR, para. 6). The change in scope used the contingency funds to 
(i) include $4 million for O&M support for the time gap between the completion of civil works and 
the signing of the O&M contract, (ii) add $10 million for civil works, and (iii) extended the project 
closing date for 1 year from 31 December 2011 to 31 December 2012.5 
 
F. Implementation Arrangements 
 
10. The Ministry of Public Works (MPW) was the executing agency for the project. To 
facilitate decision making during project implementation, an executive committee was formed 
and chaired by a minister-level official with representatives from various concerned ministries. 
The executive committee provided guidance, facilitated approvals from different agencies, and 
ensured security arrangements on the project site. A project implementation unit (PIU) was 
established at Mazar-e-Sharif to support the day-to-day project activities, including planning, 
monitoring progress, and reporting.  

11. The project’s environmental classification was Category B and an initial environmental 
examination was prepared in accordance with ADB environmental policy and guidelines. The 
project was classified as Category B for resettlement impacts as the RRP envisaged minor land 
acquisition at appraisal, with only two households expected to be affected. A land acquisition 
and resettlement plan was prepared in accordance with the ADB involuntary resettlement policy. 
During implementation, railway alignment was modified, avoiding the need for any resettlement. 
The project was classified as Category C based on the indigenous peoples policy of ADB. 

 

                                                
3  ADB. 2009. Technical Assistance to the Islamic Republic of Afghanistan for the Railway Development Study. 

Manila.   
4  ADB. 2011. Technical Assistance Completion Report. Railway Development Study (Afghanistan). Manila.  

According to the TA completion report, the TA was approved on 27 March 2009, completed on 30 April 2011, and 
closed on 12 August 2011. The amount approved was $1.2 million, this was revised to $1.9 million, and the actual 
utilization was $1.57 million.   

5  Based on the Central and West Asia Department memo “Grant 0161-AFG: Hairatan to Mazar-e-Sharif Railway 
Project–Minor Change in Project Scope, Reallocation of Grant Proceeds, and Extension of the Closing Data” dated 
16 June 2011.  
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12. The project was executed through a fixed price and fixed time delivery engineering, 
procurement, and construction (EPC) turnkey contract. An independent consultant oversaw the 
EPC contract, tests and commissioning, and quality standards. Payments were staggered and 
made based on performance. Following the completion of construction, the government signed 
an O&M contract with the same EPC contractor. This contract was also performance-based, 
and subject to independent supervision and validation. Arrangements were put in place to 
resolve disputes between the parties. Uzbekistan Temir Yullari (UTY) was awarded the EPC 
and O&M contracts on a noncompetitive single source basis. 
 
13. According to the PCR, the project generally met annual disbursement targets. The 
government complied with 24 of the 26 project covenants. The covenant for project monitoring, 
review, and reporting was partially complied with. The MPW and the PIU conducted surveys to 
monitor project benefits, but they were not implemented at the required intervals. Testing, 
commissioning, and trial operations were completed by February 2011 and the consultant 
issued the operational acceptance certificate in March 2011. The railway service began in 
August 2011.6 The covenant on railway O&M was partially complied with as the O&M contract 
was signed almost 1 year later than scheduled (Target: 31 October 2010; Actual: 27 July 2011). 
The PCR did not explain why the compliance of these two covenants was delayed (PCR, 
Appendix 8, p. 27). 

II. EVALUATION OF PERFORMANCE AND RATINGS 

14. This validation notes the very difficult country conditions under which the project was 
implemented, including the security situation and government capacity problems. It recognizes 
that the project was seen as the first of three phases to open rail possibilities, with subsequent 
phases envisaged to bring in greater benefits. ADB is credited for its responsive effort and the 
rapid and innovative way the project was delivered in a conflict area such as Afghanistan. There 
are positive lessons on such risk taking under difficult circumstances and on the quick 
implementation of the project despite fragile conditions. The assessment was based on materials 
presented in the RRP, PCR, other available project documents, and from additional information 
provided by the Central and West Asia Department (CWRD) during the validation process.7 It is 
an assessment or a snapshot of what has been noted as of this time. Given the highly uncertain 
conditions in Afghanistan, this validation considers the project’s future to depend on the fortunes 
of the country. A follow-up project performance evaluation report (PPER) with on-the-ground 
information and up-to-date data on the project outputs, outcomes, and impacts and more clarity 
on the fate of the future railway network in the area linking with the project railway line would 
provide a more thorough and final assessment of the project performance. 

A. Relevance of Design and Formulation 

15. The PCR stated that the railway line to Mazar-e-Sharif provided an enhanced functional 
link to the markets across the northern frontier. It also improved regional cooperation through its 
connection with Uzbekistan rail network, which was connected with markets in Europe and Asia. 
The project substantially increased transport capacity on this route and removed the transport 
bottleneck at Hairatan. This validation finds that the project was in line with government’s sector 
objective and with the ADB country assistance program. These factors show the relevance of 
the project. 
 
                                                
6   http://centralasiaonline.com/en_GB/articles/caii/features/main/2011/08/23/feature-01 
7  Based on the document “Afghanistan: Hairatan to Mazar-e-Sharif Railway Project: Points for Discussion on the  

PVR with IED,” as provided by the CWRD on 4 February 2015. 
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16. The PCR rated the project highly relevant to the government’s objectives and policies for 
developing the transport sector and to the ADB Country Partnership Strategy for 2009−20138 at 
both appraisal and completion. This validation notes both the positive aspects, as cited in para. 
15, and some shortcomings in the project design (paras. 17–18) that when taken together, 
results in the project being assessed relevant.9 
 
17. As observed in the country assistance program evaluation for Afghanistan, the project 
did not benefit from an underlying sector planning (ADB 2012, Box 4).10 The railway line was 
constructed before a long-term master plan for railway development was prepared. 11  The 
project was approved in September 2009. The construction of the railway started in Q4 2009 
and was completed in Q4 2010 (PCR, Appendix 5). ADB has recently provided a TA project to 
support the government in updating its national transport sector plan, including the railway 
subsector.12 The RRP stated that Hairatan accounted for about 50% of Afghanistan’s total 
imports and the rationale for the project was to increase regional cooperation and trade. 
However, this figure appears unusually high as Pakistan is the dominant trading partner of 
Afghanistan and this is likely to continue to be the case in the foreseeable future.13 
 
18. Similarly, the project was implemented before the needed institutional set up was put in 
place. By the time the managing authority of the railway sector––Afghanistan Railway Authority 
(ARA)––was established in November 2012 (PCR, para. 10), railway construction was already 
completed and the project was about to close. The PCR stated that under Tranche 1 of the 
multitranche financing facility for the Transport Network Development Investment Program 
approved in October 2011, ADB provided $33 million additional financing to cover the expenses 
of additional works and O&M support (PCR, para. 8). During the validation process, CWRD 
explained that this $33 million grant was sourced from the Afghanistan Infrastructure Trust Fund 
administered by ADB, with the governments of Japan and the United Kingdom (UK) as 
contributors. CWRD indicated that $20 million of this grant was from Japan for the construction 
of the Bagramy–Sapary road. The remaining $13 million was from the UK to serve as reserve 
financing for the railway as a subsidy, if needed. As of 4 February 2015, $10 million of this 
reserve was disbursed to subsidize the railway operations under the previous contract between 
MPW and UTY.14 
 
19. Funds for O&M were not set aside under the original project budget. The project design 
expected the O&M to be covered under an O&M contract. However, the government could not 
finish its internal processes and sign an O&M contract by the time the rail line construction was 
completed. This resulted in a change in the project scope to mobilize $4 million to cover the O&M 
for the gap time. In addition, realization of freight transport in the initial years was below the 
projected figure to generate sufficient revenue for O&M. This required the use of additional $10 
million grant from the UK to cover the O&M revenue gap. As such, $14 million were provided to 
cover O&M for the initial years. 

                                                
8  ADB. 2008. Country Partnership Strategy: Afghanistan, 2009−2013. Manila. 
9  The regional department disagrees with this downgrade and retains the PCR rating of highly relevant. 
10 ADB. 2012. Country Assistance Program Evaluation: Islamic Republic of Afghanistan. Manila.  
11 During the validation process, CWRD confirmed there was no railway sector master plan adopted by the 

government, except for the government’s interest to develop the sector and the network and the demand for such 
link in the north, and this was recognized by the ADB Country Partnership Strategy and CAREC strategy.  

12 ADB. 2014. Islamic Republic of Afghanistan: Transport Sector Master Plan Update. Manila.  
13Saeed Parto, Jos Winters, Ehsan Saadat, Mohsin Usyan, and Anastasiya Hozyainova. 2012. Afghanistan and 

Regional Trade: More, or Less, Imports from Central Asia? University of Central Asia, Graduate School of 
Development, Institute of Public Policy and Administration. 

14 Minutes of meeting between CWRD and IED on 4 February 2015. 
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B. Effectiveness in Achieving Project Outcome and Outputs 

20. The PCR indicated that all project outputs were achieved (PCR, Appendix 1). 
Specifically, a new 75 km single-line railway was constructed. In addition, a supporting railway 
station was constructed and the marshaling yard at Hairatan station was upgraded to handle 
20,000 tons of freight per day from 5,000 tons per day in 2008. Signaling and 
telecommunication systems were installed. The government prepared a draft long-term railway 
development plan (2013–2025) covering 4,425 km. The draft legal and regulatory framework for 
the railway subsector was being finalized by the government. A performance-based O&M 
contract was signed between the government and the O&M operator—the UTY. Of the 
government staff, 32 were trained and additional training programs planned for about 100 staff 
over the next 2 years of the O&M contract. This validation notes that two outputs were met after 
their target dates: (i) the draft railway sector legal and regulatory framework was prepared in 
2012 and was being finalized by the government at the time of the PCR (2013), and (ii) the 
O&M contract with UTY was signed almost 1 year later than scheduled. As to the marshalling 
yard at Hairatan station, the PCR did not indicate whether and when its target handling capacity 
was achieved. 
 
21. The PCR rated the project highly effective. This validation takes on board many of the 
factors behind this assessment and finds achievement and progress in a number of areas. 
However, it also sees important gaps. The PCR reported that freight trains transported about 
6,500 tons per day in 2012. Operations were planned for two trains in each direction per day. At 
project completion, one train was running per day (PCR, para. 12).15 Updated data provided by 
CWRD in February 2015 shows freight trains transported 11,233 tons per day in 2012 and this 
volume went down to 6,337 tons per day in 2013 and 5,866 tons per day in 2014, that is, below 
the 2012 target. CWRD explained that this decrease in freight transport is short term as the 
original O&M contract was creating perverse incentives for UTY to limit rail traffic flows, and it 
had recently been restructured to reduce the fixed payment component of the payment 
mechanism.16 The development of two new railway lines from Mazar to Turkmenistan and 
Tajikistan will provide large increases in the demand profile. However, neither of these rail 
projects has been approved, 17  and at this stage, there is no demand analysis indicating 
expected sources of growth and the willingness and ability to pay that could be used to support 
these proposals.   
 
22. The PCR indicated that the travel time for freight traffic between Hairatan andMazar-e-
Sharif was reduced from 2 hours in 2008 to about 1 hour in 2012, as targeted. The composition 
of heavy vehicle traffic on the Hairatan and Mazar-e-Sharif road decreased from 50% in 2008 to 
40%, which is slightly short of the target of a reduction to 35%. The carbon dioxide emissions 
were reduced to 1.9 million tons per year, which remains higher than the target of 1.7 million 
tons per year. Employment in the project area showed an overall growth rate of 10%–11% per 
year and about 1,200 local people were employed in logistics and loading–unloading operations 

                                                
15 Testing, commissioning, and trial operation was completed by February 2011. The consultants issued the 

operational acceptance certificate on 1 March 2011 (PCR, para. 16). 
16 Under the original O&M contract, the government was required to pay the operator $32 million per year. In addition, 

performance-based incremental payments were to be made, subject to a maximum incremental payment of $8 
million per year. These include (i) $1.5 million lump sum upon reaching freight transport of 2.2 million tons within an 
operating year, and (ii) $275,000 per 100,000 tons of freight transported beyond 2.2 million tons in an operating 
year (PCR, para. 29, footnote 18). At the meeting with IED on 4 February 2015, CWRD indicated that the O&M 
contract had been revised. Under the new contract, the fixed payment was reduced to $19 million per year, and the 
threshold for incremental payments was increased to 4.1 million tons per year. 

17 According to CWRD, Turkmenistan has committed to financing a first stretch linking the border of Afghanistan, 
Turkmenistan, and Andkhoy.  
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in Hairatan. The PCR indicated the number of women employed was insignificant due to cultural 
restrictions. On incidences of HIV and other sexually transmitted infections, the PCR stated that 
29 cases were identified but they were not in the project area. The PCR estimated over 7 million 
people were beneficiaries of the project but did not provide the basis for deriving this estimate. 
This validation takes the positives and these gaps and weighs the initial low level of utilization, 
concerns about the feasibility of the demand projections, and mixed realization of the outcome 
targets, and assesses the project effective.18 

C. Efficiency of Resource Use in Achieving Outcome and Outputs 

23. The PCR rated the project highly efficient. It indicated that timely actions were taken to 
ensure implementation readiness and to complete all project activities without delays. This 
validation notes that civil and track works were implemented ahead of schedule, and costs were 
less than originally estimated (approved project cost was $170 million; the actual cost was $159 
million).However, the project closing was delayed by 1 year (see para. 9). 
 
24. The economic internal rate of return (EIRR) reestimated by the PCR was 15.9%, which 
was higher than the 14.5% appraisal estimate and the ADB discount rate of 12.0%. During the 
validation process, CWRD revised the EIRR recalculation, lowering real growth rates for 
demand projections from 12.0% per annum for 13 years (2012–2025) to 7.0% per annum for 18 
years (2015–2033), and increased the O&M costs to 4% of investment costs per year, adjusting 
the standard conversion factor to 0.9. These adjustments resulted in an EIRR of 12.08% 
(footnote 15).19 However, this validation notes several shortcomings in the approach used to 
recalculate EIRR.  
  
25. The first concern is the overestimation of the EIRR resulting from too optimistic demand 
projections. This validation notes the actual level of demand was falling and utilization in 2013 
and 2014 was very low. Actual freight transported was 4.1 million tons in 2012, then it dropped 
to 2.3 million tons in 2013 (44% decrease) and 2.1 million tons in 2014 (7% decrease) (footnote 
7). A large proportion of future freight transport from 2015 onward is dependent on the proposed 
construction of two railways to link with the project railway (para. 21). Also, future demand is 
dependent on the development of prospective mineral belts and the continued stability of the 
security situation in Afghanistan and neighboring countries. There are also concerns that the 
estimates of trade cargoes through Hairatan were over optimistic (para. 17). Given these 
observations, this validation finds the projected growth of freight traffic volumes of 7% per 
annum for 18 years improbable.  
 
26. The second concern is that CWRD’s calculation of the EIRR was primarily based on the 
savings in transport modal costs, i.e., the cost of rail transport being lower than the cost of road 
transport. The RRP and the PCR appeared to have overestimated these savings, estimating a 
figure of $0.07 per ton-km and $0.08 per ton-km, respectively.20 During this validation process, 
CWRD confirmed the saving of $0.08/ton-km, but revised the unit costs to $0.09/ton-km for rail 
and $0.17/ton-km for road.21 The Independent Evaluation Department maintains its view that 

                                                
18 The regional department agrees with the downgrade and retains the PCR rating of effective. 
19 CWRD noted that it did not take into account additional benefits, such as safety improvements, reduction in asset 

management costs of adjacent roads, reductions in greenhouse gases, and others. In this validation’s view, if these 
were included, the EIRR would not improve significantly. 

20 In the RRP, the unit cost was $0.07/ton-km for rail and $0.14/ton-km for road, and the saving was $0.07/ton-km. 
(RRP, Appendix 7, para.12). In the PCR, the respective unit cost estimates were $0.13/ton-km for rail and 
$0.21/ton-km for road, resulting in a saving of $0.08 per ton-km (PCR, Appendix 10, para. 7).  

21 Data was provided to IED by CWRD during the validation process. 
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regardless of the revisions, the figures consistently err on the high side. The source of the 
unrealistic estimate for rail transport appears to be that the financial freight rate ($10 per ton) 
was mistaken for the economic cost of rail transport. As to road transport, truck operators were 
reportedly surveyed. CWRD has not explained how these data were derived for the purpose of 
economic evaluation. It is important to note that the economic evaluation has to apply economic 
unit cost of transport ($ per ton-km) to reflect the resources consumed.22 For road transport, the 
model used most frequently to estimate unit costs is the Highway Development and 
Management Model. This model has a database for vehicle operating costs relating to different 
countries and regions. This database indicates that the cost used in the PCR and the RRP are 
inflated.23 
 
27. The third is that the EIRR calculation did not use the “payments to operator” shown in 
the data sheets as O&M costs. As an attempt to partially correct for this omission, this validation 
recalculated the EIRR using the “payments to operator” as O&M costs (instead of 4.00% of the 
investment costs as used by CWRD), assuming total transfer payments from UTY back to 
Afghanistan (through sales tax or any other form of transfer) equivalent to 0.00%, 2.00%, and 
10.00% of the “payments to operator.”24 In addition, this validation assumed that local labor cost 
constitutes 10.00% of the “payments to operator” and for this value applies the standard 
conversion factor 0.9 as used by CWRD. The resulting EIRRs were as follows: 1.53% for 
0.00%, 1.84% for 2.00%, and 4.19% for 10.00%. 
 
28. Given these three concerns on the economic justification of the project—overly optimistic 
demand projections, overestimation of freight cost savings, and the omission of additional O&M 
costs—this validation assesses the project less than efficient.25 
 
D. Preliminary Assessment of Sustainability 
 
29. The PCR rated the project likely sustainable. It stated that the project would generate 
sufficient revenues in future years to cover O&M costs and the project’s sustainability would 
increase following government initiatives, such as construction of other railway lines under the 
government’s long-term railway development plan. The government has established ARA to 
increase the country’s capacity for planning and management of the railway subsector. Also, the 
government is establishing a security force to safeguard infrastructure projects including rail 
assets.  
 
30. This validation notes that the financial internal rate of return (FIRR) recalculated by the 
PCR at 8.1% was higher than the appraisal estimate of 4.5% and the weighted average cost of 
capital of 1.9%. This figure was based on an assumed freight transport of 30,000 tons per day 
projected to be achieved in 2026. The PCR did not provide explanations regarding sources of 
demand, the willingness and ability of users to pay for the rail services, or an assessment of 
where future shortfalls in O&M funding (i.e., losses) will be sourced. It did not recalculate the 
weighted average cost of capital based on the latest financial information and it did not provide 
an assessment of UTY’s recent financial performance and institutional capacity to operate and 
maintain the project.  

                                                
22 The economic cost consists of several components: fuel, tires, maintenance parts, maintenance labor, lubricants, 

crew, and depreciation. 
23 World Road Association (PIARC). 2002. HDM-4 Version 2. Paris. 
24 According to the World Bank’s data, sales tax in Afghanistan is 2%.   
    http://www.doingbusiness.org/data/exploreeconomies/afghanistan?topic=paying-taxes 
25 The regional department disagrees with this downgrade and maintains that the project should at least be rated 

efficient. 
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31. During the validation process, CWRD revised the FIRR recalculation based on the same 
assumptions under the recalculated EIRR, taking into account the new O&M contract with UTY 
(footnote 16). The revised FIRR treated a proportion of the grant financing as a benefit and 
derived a figure of 11.08%. This validation considers that grant funds should be treated 
consistently as a source of finance, not benefits, as used in CWRD’s revised FIRR. CWRD gave 
assurance on the increasingly favorable conditions in the country, such as concrete plans for 
further network development of the railway, the enhanced security situation and political stability, 
and the ongoing strong commitment by other donors. 
 
32. According to CWRD, the government has indicated the railway needs to be financially 
self-sustaining, which means it must rely on user fees to cover the O&M costs, including 
refurbishment and replacement of parts. CWRD estimated that the break-even level is 1.9 
million tons per year and the current freight transport volumes is around 2 million tons per year 
(para. 25), and therefore, the project is financially sustainable. However, given the low current 
utilization that barely meets the claimed break-even level, this validation considers it unlikely 
that future revenue from the railway services will be sufficient to cover the O&M costs stipulated 
in the contract with UTY. Unless the country’s security situation improves and the planned 
railway network in the region materializes, the government will likely have to subsidize the O&M 
shortfall.  
 
33. In addition, the government’s capacity to operate and maintain the project remains 
limited since ARA was only established in November 2012. The PCR indicated that a legal 
consultant prepared the draft legal and regulatory framework for the railway sector in 2012 
(PCR, para. 11) and an international railway project implementation consultant was mobilized 
on-site to provide close coordination and implementation assistance (PCR, para. 17). However, 
the PCR did not provide an assessment of ARA’s institutional capacity to date, nor indicate if 
transition mechanisms were and/or will be put in place that would allow ARA staff to have 
hands-on experience in managing and operating the project after the end of the consultant 
contract. It is unclear and uncertain how the project will be operated and maintained after the 
current contract with UTY ends in 3 years.  
 
34. Based on this analysis of performance and the country’s security, this validation finds the 
long-term sustainability of the project highly uncertain and assesses the project less than likely 
sustainable.26 

E. Impact  

35. The PCR did not provide a rating for project impact. It noted that during 2011–2012, the 
trade between Uzbekistan and Afghanistan increased to $732.0 million from $170.0 million in 
2008 and Afghanistan’s total trade increased to $6.8 billion from $3.5 billion in 2008 (PCR, 
Appendix 1). However, the PCR did not discuss whether and how the project contributed to 
these increases in trade value. Data suggests that most of this growth in trade occurred through 
the Afghanistan–Pakistan border. Furthermore, traffic volumes transported by the railway have 
been falling over the period of analysis. 

36. The PCR stated that the project had positive socioeconomic impacts, such as improving 
access to markets, economic centers, and social services; and improving movements of 
humanitarian assistance. It indicated that the project is likely to provide opportunities for further 

                                                
26 The regional department disagrees with the downgrade and retains the PCR rating of likely sustainable. 
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economic, industrial, and commercial development, leading to increased employment. The 
facility is attracting high-value traffic to railways and it is providing business opportunities for 
private sector shippers and freight forwarders in Afghanistan. It also stipulated that poverty in 
the project area was reduced through increased access to markets and business opportunities 
and lower prices of goods due to lower transport costs. However, the PCR did not provide data 
to support these statements, nor did it discuss how the project specifically contributed to these 
stated socioeconomic effects.  

37. The PCR indicated no households were affected by the project because the railway line 
was changed during implementation to avoid land acquisition and resettlement. The project 
would have no major long-term adverse environmental impacts and short-term impacts were 
considered insignificant (RRP, para. 76).27 The PCR stated that the consultant’s monitoring 
report indicated the project did not cause any significant adverse environmental impacts (PCR, 
para. 33). However, the PCR did not reassess those adverse impacts or discuss them in detail. 

38. Given the lack of evidence to support these stated project impacts and given the low 
levels of trade via the railway to date, the extent of these impacts appear unlikely, and this 
validation assesses the project impact moderate. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

39. According to the PCR, the MPW coordinated project activities closely and regularly 
monitored construction progress. It also provided oversight on the quality of physical works. The 
PIU provided on-site monitoring and project support. However, due to the government 
institutions’ lack of capacity to manage a project of this magnitude, the project required the 
frequent involvement of ADB to resolve implementation issues. The PCR noted that the draft 
PCR received from the MPW lacked information on the results of performance indicators. As a 
result, data on the performance indicators had to be collected during the PCR mission with the 
help of MPW staff. Based on these findings, the PCR rated the performance of the borrower and 
the MPW satisfactory. This validation finds these justifications reasonable, especially given the 
government’s limited capacity and the difficult security situation, and considers the performance 
of the borrower and the MPW satisfactory. 

B. Performance of the Asian Development Bank 

40. The PCR indicated that during the project’s implementation, ADB provided timely advice 
on technical and contract administration matters. ADB granted the required approvals and 
released payments on time. Project administration was undertaken by ADB headquarters with 
assistance from the Afghanistan Resident Mission. On these bases, the PCR rated ADB 
performance highly satisfactory. This validation finds that while there were issues associated 
with design, ADB implementation performance was essentially in line with what it was expected 
to accomplish. The civil works were completed ahead of time and within budget. However, the 
project’s closing date was delayed by 1 year. On balance, this validation considers ADB 
implementation performance satisfactory.28 

                                                
27 The RRP stated no impact on surface water, ground water, ecological resources, or physical and cultural heritage 

from the rail line. The key impacts identified were noise, vibration, and air quality issues associated with both the 
construction and operation of the rail line (RRP, Environmental Assessment Report, para. 51).  

28 The regional department disagrees with the downgrade and retains the PCR rating of highly satisfactory. 
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

41. ADB and the government are credited for the completion of civil and track works ahead of 
schedule and within the budget, despite the highly challenging circumstances under which the 
works were executed. The PCR noted the well-coordinated teamwork among the executive 
committee, line ministries, executing agency, PIU, and ADB that resulted in a harmonious 
working arrangement. The project has raised the potential for railway development within 
Afghanistan, and the initiative taken to forge a mutually beneficial cooperative relationship with a 
neighboring country is commendable. In the process, the project has established the ARA as the 
country’s railway sector managing agency, and helped prepare a draft sector development plan. 
These provide an initial institutional basis for developing the railway sector, and if it succeeds, this 
would be an important contribution to the development of the railway sector in Afghanistan. 
 
42. At the same time, there are gaps that will need to be addressed to make the project a 
success. In particular, this validation finds that the project design needs to reflect actual demand 
and sustainable sources of funding to cover the O&M costs for infrastructure, locomotives, and 
wagons. The project is currently operating at about half of its target and the project target 
outcomes were partially met. Full realization of projected benefits is conditional on the 
development of the railway network connecting with the project railway line and the 
improvement of the country’s security situation. Based on these conditions, this validation rates 
the project relevant, effective, less than efficient, and less than likely sustainable. Without taking 
away anything from the innovativeness, and recognition of the tough conditions and challenges, 
overall, this validation rates the project less than successful.29 
 

Overall Ratings 
 Criteria PCR IED Review Reason for Disagreement  

and/or Comments 
Relevance Highly relevant  Relevant  The project was in line with the 

government’s objectives and policies 
for transport sector development 
and with the ADB country strategy.  
However, the project design needs to 
reflect realistic estimates of demand, 
O&M costs, and sustainable sources 
of funding (paras.17–19). 

Effectiveness in 
achieving project 
outcome and outputs 

Highly effective  Effective  The project delivered its target 
outputs. However, the railway line is 
currently operating below target and 
achievement of project outcomes is 
partial (paras. 20–22). 

 
 
 
 
 
 
 

                                                
29 As footnoted earlier, the regional department disagrees with this validation report’s ratings on relevance, efficiency, 

and sustainability. It retains the ratings of highly relevant, effective, efficient, and likely sustainable, and thus 
leading to the project’s overall rating of successful. 
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  Criteria PCR IED Review Reason for Disagreement 
and/or Comments 

Efficiency in achieving 
outcome and outputs 

Highly efficient Less than efficient Current level of utilization is about 
half of the target. Future demand 
projections are overly optimistic and 
uncertain, depending on several 
proposed projects and the country’s 
security situation. The revised EIRR 
prepared by CWRD is barely above 
the cutoff. If corrections are made 
for more realistic expected benefits 
and costs, the project is not 
economically viable (paras. 25–28). 

Preliminary assessment 
of sustainability 

Likely sustainable Less than likely 
sustainable 

Current freight volume is barely 
above the claimed break-even level.  
Future demand is conditional on the 
future of the railway network and the 
improvement of the country’s 
security. Government capacity 
remains limited and it is uncertain 
how the project will be operated and 
maintained after the contract with 
UTY is concluded (paras. 32–34). 

Overall assessment Highly 
successful 

Less than 
successful 

 

Impact Not rated Moderate Following restructuring and the 
completion of follow-on projects, the 
project may have positive impacts 
(paras. 36–38). 

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Highly satisfactory Satisfactory ADB is credited for completing the 
project under difficult circumstances, 
given the security and capacity 
problems in the county. Civil and 
track works were completed ahead 
of time, but project closing was 
delayed for 1 year due to 
deficiencies in design. Overall, ADB 
implementation performance was 
essentially in line with what it was 
expected to accomplish (para. 40). 

Quality of PCR  Less than 
satisfactory 

Refer to para. 46. 

ADB = Asian Development Bank, CWRD = Central and West Asia Regional Department, EIRR = economic internal 
rate of return, IED = Independent Evaluation Department, O&M = operation and maintenance, PCR = project 
completion report, UTY = Uzbekistan Temir Yullari. 
Source: ADB Independent Evaluation Department. 
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B. Lessons 

43. The PCR identified a few important lessons, even as the outcome of this project is 
heavily tied to country conditions that continue to change. Adequate advance actions helped 
avoid start-up delays. Elaborate security arrangements minimized adverse peace-and-order 
issues and facilitated project implementation. For projects involving various agencies, the PCR 
pointed out the merits of establishing an executive committee comprising representatives of 
concerned agencies. This validation recognizes the value of taking risks in uncertain 
circumstances accompanied by attention to complementary factors that would contribute to 
success. In this particular case, it notes that (i) growth rates in traffic forecasts in conflict-
affected areas should be conservative when preparing project designs; (ii) O&M costs should 
reflect actual conditions; and (iii) where there is a risk of incurring losses as in the case of the 
project, it is essential to define sustainable sources of funding to cover those losses when 
designing projects, to ensure project economic viability and long-term sustainability. 
 
C. Recommendations for Follow-Up  
 
44. The PCR recommended that the government strengthens the capacity of ARA to enable 
it to handle all aspects of railway sector development. The government needs to initiate policy 
changes to enhance the railway sector’s commercial viability, including providing additional 
infrastructure, such as customs, goods handling, and storage facilities. The PCR noted the need 
for the continued support of ADB in the development of Afghanistan’s railway network. This 
validation supports these recommendations. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

45. The RRP indicated that a project performance management system was meant to have 
been established within 3 months of project commencement (RRP, para. 55). However, this 
requirement was not covenanted in the project documents. The PCR did not discuss the issue 
of the project performance management system and it did not explain why this system was not 
implemented. 

B. Comments on Project Completion Report Quality 

46. This validation rates the PCR quality less than satisfactory. The PCR criteria ratings 
were too high and not supported by sufficient evidence and analysis. There was no adequate 
explanation on the methodology used to reestimate the EIRR. Likewise, the assumptions used 
in the FIRR estimation appeared to be too optimistic and the methodology was not applied 
correctly. The FIRR discussion was misplaced under the “Efficiency” section. The discussion on 
the achievement of impact indicators was combined with the outcome indicators. There was no 
discussion of the project performance management system. 
 
C.  Data Sources for Validation 
 
47. Data sources for this validation included the project RRP, PCR, and the project files for 
Grant 0161 during 2010–2013. This validation also used additional data and information 
provided by CWRD (footnote 7), and third parties during the validation process.  
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D. Recommendation for Independent Evaluation Department Follow-Up 

48. The PCR recommended a PPER to be prepared in 2016 or later, depending on the 
security situation. An accurate assessment of the project’s traffic and socioeconomic impacts 
could be made by then. This validation agrees and recommends that a PPER be prepared to 
provide a thorough assessment once the security situation in the country allows it. 
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