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I. PROJECT DESCRIPTION 

A. Rationale 

1. The development of Sri Lanka’s southern region, which was the scene of civil unrest, had 
long been considered of strategic importance to the country’s political stability and economic 
prospects. The region was beset by the slow pace of economic and social improvement, which 
resulted in poverty and unemployment. These had a detrimental effect on the southern region’s 
capacity, and the country as a whole, to attract foreign investment (report and recommendation 
of the President [RRP], Appendix 2, para 14).1 There was also a need to integrate the southern 
region into the country’s economic mainstream by improving access to economic and social 
opportunities for the region’s residents. The Government of Sri Lanka recognized that improved 
transport was essential for improving living standards and reducing poverty in this region. 

2. A Japan International Cooperation Agency (JICA) master plan study found that the 
region’s development was severely constrained by poor transport links to other parts of the 
country, particularly to Colombo and to the economically dominant western province.2 Also, road 
safety was a major issue. The country’s fatality rate for road accidents was 18 fatalities per 
10,000 vehicles, which was considered high.3 To finance the project, the Asian Development 
Bank (ADB) first approved the original project loan in 1999 (Loan 1711, footnote 1). 
Subsequently, the government requested a supplementary loan, which ADB approved in 2008, 
to complete the project (Loan 2413, para. 7).4 A project completion report (PCR) was prepared 
for both loans in 2014 and it is the subject of this validation.5 

B. Expected Impact  

3. The design and monitoring framework (DMF) under the original loan was revised under 
the supplementary loan.6 The expected impact was the expansion of economic opportunities 
and improvement of the socioeconomic conditions of the people in the southern region.  

C. Objectives or Expected Outcome  
 
4. The project had two target outcomes. The first was the operation of the highway while 
the second was increased economic opportunities for residents in the southern region through 
efficient road connectivity with the capital city and other regions.  

 
D. Outputs  
 
5. The original loan (Loan 1711) had two targeted main outputs. The first consisted of civil 
works for the two-lane carriageway, which was planned to be subsequently converted into a 
four-lane,7 high capacity, limited access express highway.8 This was to provide additional 
                                                
1  ADB.1999. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Sri Lanka for 

the Southern Transport Development Project (Loan 1711-SRI [SF]). Manila. 
2  JICA. 1996. Master Plan Study for Southern Area Development. Colombo.  
3  This is compared to 1–2 fatalities per 10,000 vehicles in industrialized countries, and less than 10 per 10,000 

vehicles in some of the regional newly industrializing countries. 
4  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grants to the Democratic Socialist Republic of Sri Lanka for the Southern Transport Development 
Project (Loan 2413-SRI). Manila. 

5  ADB. 2014. Completion Report: Southern Transport Development Project in Sri Lanka. Manila. 
6  The revised DMF was consistent with the content and formatting standard of ADB and provided improved clarity in 

describing the project’s impact, outcome, outputs, and activities. 
7  A six-lane right-of-way for the highway was prepared and the associated land was acquired.  
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capacity for the higher traffic volumes expected on that section of the highway. The highway 
was 143 kilometers (km) long, comprising a main alignment of 128 km and 15 km of access 
highways to connect the main alignment to the existing Highway A2 near Panadura (9 km) and 
Galle (6 km). ADB was to finance the southern section (Kurundugahahethekma−Matara) of the 
main alignment (59.6 km) and the access highway to Galle (5.6 km). The remaining portion or 
the northern part of the highway (Kottawa−Kurundugahahethekma) was to be financed by the 
Japan Bank for International Cooperation (JBIC)–JICA. 
 
6. The second output under the original loan was strengthening road safety institutions 
and directly reducing road accidents. This was to be undertaken through consulting services, 
minor civil works contracts for black spot improvements, and supply of equipment, such as 
vehicle inspection stations, surveillance equipment, vehicle and driving school license 
inspection systems, among other things.  
 
7. The supplementary loan (Loan 2413) was (i) to cover the cost overrun for the 
continuing construction of the two-lane highway in the Kurundugahahethekma–Pinnaduwa 
interchange section and (ii) Galle access road, its additional expansion to a four-lane highway, 
provision of construction supervision and management consultancy, and additional provision of 
road safety equipment, such as advanced traffic management system; weigh-in-motion/static 
weighing platforms; speed-monitoring equipment; and ambulances, police vehicles, and other 
rescue equipment. 9  Additional outputs envisaged under the revised DMF were (i) an 
interchange development area as a growth center; (ii) restoration and improvement of 
incomes, employment, and living conditions of affected households; and (iii) public awareness 
campaign on the operation and use of the highway. 

E. Provision of Inputs  

8. The project was approved on 25 November 1999 and became effective on 30 October 
2002. It was envisaged to be implemented from 2000 to 2005. The original loan was scheduled 
to be closed on 31 December 2006, but was actually closed on 25 February 2011 after two 
extensions. The supplementary loan was approved on 6 March 2008 and became effective on 
13 June 2008 (Target: 30 July 2008). It was eventually closed on 5 July 2013 (Target: 30 
December 2010) after three extensions. The original implementation period was 6 years but it 
actually took 13 years to complete the project. 

9. Under the original project, the total cost was estimated at $295.90 million. The 
estimated foreign exchange cost was $155.20 million while the local currency cost was 
$141.00 million.  The ADB loan of $90.00 million, under the Special Funds resources, was to 
finance 30.40% of the total cost. JBIC was to fund $120.00 million, the Swedish International 
Development Cooperation Agency  to fund $1.00 million, and the Nordic Development Fund  to 
finance $6.70 million. The government was to finance $78.20 million or 26.40% of the total 
project cost. In the supplementary loan, the total project cost was estimated at $757.71 million. 
ADB was to provide additional financing of $90.00 million under its ordinary capital resources 

                                                                                                                                                        
8  The term “highway” was used in the original loan for the project road as, at that time, the expected output was an 

access-controlled two-lane road and not an expressway. The PCR subsequently referred to the project as 
“expressway.” 

9  ADB granted the request for the following reasons: (i) there was adequate traffic demand, (ii) financial savings from 
the civil works would result from converting the road into a four-lane expressway, (iii) to ensure a consistent four-
lane standard for the entire length from Kottawa to Matara, and (iv) to improve road safety (PCR, Appendix 2, 
footnote 2). 
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on top of the $97.45 million under the original loan.10 The ADB combined loans amounted to 
$187.45 million. 

10. At completion, the total project cost increased to $906.47 million, with ADB providing 
$185.98 million. Civil works constituted the bulk of cost increases, which jumped from $221.9 
million (under the original financing plan) to $592.6 million (revised 2008 financing plan) and to 
$792.1 million at completion. The PCR indicated that a substantial part of the increase in the 
civil works cost was due to the additional work to upgrade the highway to the four-lane 
standard. The balance was attributed to other factors, including cost overruns under the 
original loan component, price increases, and substantial amounts of contractor claims (PCR, 
para. 21).The expanded project scope also led to additional costs for toll road equipment and 
extensions of consultant contracts. The additional 7 years to implement the project also led to 
proportional increases due to price escalation in the civil works contracts (PCR, para. 22). As a 
result, JBIC−JICA increased its financing from $120.00 million to $339.03 million, and the 
government from $78.20 million to $217.48 million.11 

11. The project’s first two sections, with a total length of 66.6 km, were financed by JICA. 
Section I is from Kottawa to Dodangoda (34.9 km) while section II is from Dodangoda to 
Kurundugahahethekma (31.7 km). These JICA-financed sections were completed in August 
2011. 

12. The third and fourth sections of the project (total 59.6 km) were originally to be financed 
by ADB under the original loan (Loan 1711). Section III is from Kurundugahahethekma to 
Pinnaduwa and section IV is from Pinnaduwa to Godagama. In 2006, the government decided 
to upgrade the two-lane highway to a four-lane highway, and requested a supplementary loan. 
ADB processed a supplementary loan to complete section III as four lanes (para. 7). The 
ADB−funded scope of work was restructured to cover four−laning of only the first 30.0 km of 
the ADB section, and the government sought financial assistance from the Export and Import 
Bank of China to complete the balance of works of about 30.0 km.  

13. The project was classified as Category A under the ADB environmental categorization 
requirements.12 The PCR indicated that a summary environmental impact assessment was 
prepared and disclosed for both loans.13 A total of 2,140 complaints were received throughout 
the construction period on the ADB section; actions were taken on 2,110 cases. The rest were 
found to be minor or irrelevant complaints. The south section received 249 complaints, all of 
which were resolved. On the ADB section 3,710 claims for payment were received. Of these, 
3,551 eligible claims were assessed and compensation was paid in 3,305 cases (PCR, 
Appendix 16, para. 21). 
 
14. At appraisal, 1,100 hectares of land were to be required with up to 800 families needing 
to be resettled out of the highway’s right-of-way (RRP, Loan 1711, para. 75). The PCR noted 
that the $7.6 million original cost estimate for resettlement and land acquisition was unrealistic 

                                                
10 This was the dollar equivalent of the SDR at that time.  
11 The Export and Import Bank of China provided financing of $159.5 million. 
12 It was expected to create significant environmental impacts requiring large quantities of construction materials, 

significant cutting and filling works, disturbance to existing hydrological systems, and displacement and relocation 
of a large number of people. 

13 The complaint registered with the Compliance Review Panel (CRP) included one issue related to environmental 
safeguards. The panel issued a number of general and specific recommendations based on its investigations. Two 
of the general recommendations and two of the specific recommendations concerned environmental safeguards; all 
four recommendations were implemented as recorded in the monitoring reports of the CRP of July 2006 and 
December 2007. 



5 
 

since the cost was based on a survey covering only 20% of the project area.14 A subsequent 
detailed design was prepared taking into consideration the recommendation of the Central 
Environmental Authority to avoid ecologically sensitive areas. A survey based on the detailed 
design, and covering 100% of the affected area, resulted in land acquisition and resettlement 
costs of $44.0 million (RRP, Loan 2413, para. 37). 
 
15. At completion, the total resettlement and land acquisition cost was $38.6 million. 
Approximately 10,271 land lots were acquired for the project, which was estimated to have 
affected about 5,800 families. Of these, 1,326 households were physically displaced by the 
project. About 600 households were indirectly affected, including families of agricultural 
laborers (PCR, Appendix 13, para. 2). A major change in scope was approved in February 
2008 arising from changes in the highway’s original alignment at various points that occurred 
in 2000.15 These deviations impacted a group of households.16 No indigenous peoples were 
affected by the deviations. 
 
16. At appraisal, 200 person-months of international consulting services and 600 person-
months of national consultant services were to be required. Under the supplementary loan, 
additional inputs of 140 person-months of international and 1,040 of national consultants were to 
be required. The PCR did not indicate the actual number of person-months of both international 
and national consultancy services that was utilized. Technical assistance (TA) projects were 
utilized to assist project implementation and were geared toward reorganizing the Road 
Development Authority (RDA), safeguard units, procurement issues, and contract 
management.17 
 
F. Implementation Arrangements  
 
17. Two executing agencies were responsible for implementation. The RDA was the 
executing agency for the construction of the Southern Expressway, while the Ministry of 
Transport acted as executing agency for the road safety component. The PCR indicated that 
after the approval of the supplementary loan, the Ministry of Highways and Road Development 
(MOHRD) became the executing agency for the civil works with the RDA assuming the role of 
implementing agency (PCR, para. 29). The project coordinating committee, originally 
established within the RDA, was to coordinate ADB and JBIC subprojects, including land 
acquisition and resettlement, environmental impact mitigation, technical standards, and 
scheduling. The committee later became the responsibility of the MOHRD, with the secretary 

                                                
14 The survey was completed for the feasibility study. 
15 During project approval, the alignment of the highway was not firmly determined, but was assumed that the 

alignment was to be located within a broad corridor 3–4 km wide. Detailed highway design was to take into account 
environmental considerations in selecting the final alignment. Subsequently, an alignment rerouting was done to 
avoid a few wetland areas.    

16 In December 2004, the ADB Compliance Review Panel (CRP) registered a request for compliance review filed by a 
group representing the affected communities. The CRP investigated the case and recommended in June 2005 
measures necessary to bring the project back into compliance. Remedial measures taken were monitored over 2 
years. In December 2007, the CRP found significant progress in bringing the project into compliance. Project 
implementation was thus given the green light to proceed (PCR, Appendix 13, Box: How things came to a head). 

17 ADB. 1999. Technical Assistance for Development of a National Policy on Involuntary Resettlement Policy (TA 
3246). Manila; ADB. 2005. Technical Assistance for Improving Capacity of the Environmental and Social Division of 
RDA (TA 4736). Manila (in conjunction with L2217 National Highway Sector Project); ADB. 2009. Technical 
Assistance for Strengthening Road Development Authority in Implementation of the Environmental Management 
Plan of the Southern Transport Development Project (TA 7239-SRI). Manila; ADB. 2008. Technical Assistance for 
Land Use Planning of Southern Highway Corridor (TA 7065). Manila (in conjunction with L2413: Supplementary 
Loan for STDP); ADB. 2005. Technical Assistance for Independent External Monitoring of Resettlement Activities of 
STDP (TA 4748). Manila. 
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of the MOHRD chairing the committee. This validation considers the revised implementation 
arrangement, with the MOHRD as executing agency, appropriate given the importance and 
magnitude of the project and the various interagency issues, which delayed project 
implementation and required resolution from higher levels of the government. The RDA 
concentrated on project implementation and acted swiftly on issues brought before it by the 
project management unit. 
 
18. The PCR noted that all major loan covenants had either been complied or partially 
complied with. This validation notes that 24 covenants were complied with under the two loans, 
while three were partially complied with, one was being complied with, one was not yet due for 
compliance, and one with delayed compliance. The covenant being complied with is on 
ensuring that routine and periodic maintenance of the project would be contracted out to 
private sector operators by RDA. The covenant not yet due for compliance was where the RDA 
was to contract an independent external agency acceptable to the ADB to evaluate the 
project’s development impact within the area. The covenant with delayed compliance is on 
parliamentary approvals of the National Thoroughfares Act and the Motor Traffic Act. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

19. The PCR rated the project relevant to the government’s strategy of having a more 
spatially balanced distribution of welfare and economic opportunities, and to the ADB country 
strategy, which emphasized integrating the southern region into the country’s economic 
mainstream. This validation views the project as consistent with the country’s development 
needs and to ADB country and sector strategies.  

20. This validation observes that the change in project design to adopt the four-lane 
expressway standard resulted in the addition of other outputs that led to substantial project cost 
increases and subsequent provision of additional financing (paras. 9–10). This change resulted 
in (i) over three-fold increase in total project cost (Appraisal: $295.9 million, Actual: $906.5 
million) to accommodate the expansion from two to four lanes, (ii) the huge actual outlay for land 
and/or resettlement (Appraisal: $7.6 million, Actual: $38.6 million), and (iii) the large increase in 
the number of families affected (Appraisal: 800 families, Actual: 5,800 families affected, of which 
1,326 households were displaced). Likewise, project implementation doubled the time expected 
(Appraisal: 6 years, Actual: 13 years).  

21. This validation notes that the expansion from two to four lanes was envisaged in 1999, 
which led to the adoption of a stage-wise construction approach (PCR, para. 66). 18  The 
supplementary loan appraisal noted that both the first 35 km from Kottawa to Dodangoda and 
the remaining JBIC-financed section from Dodangoda to Kurundugahahetekma (31 km) were  
being constructed as four lanes. Hence, this validation assesses that expanding the ADB-
financed section from two to four lanes was necessary as it provided for a standardized and 
continuous four-lane highway and better road connectivity for the entire length—from Kottawa to 
Matara. Also, road safety was improved due to a divided carriageway for the four lanes (RRP, 
Loan 2413, para. 49).The supplementary loan provided the necessary financing to upgrade the 
two-lane design of the ADB portion in the original loan. On the whole, this validation assesses 
the project relevant. 
                                                
18 At appraisal, the government discussed with JBIC the possibility of constructing the northernmost section of the 

project highway to four-lane standard from the outset to provide for additional capacity since higher traffic volumes 
are expected on that section of the highway (RRP, Loan 1711, footnote 25, p. 14). 
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B. Effectiveness in Achieving Project Outcome and Outputs 
 
22. The revised project DMF had four target outputs with corresponding performance 
indicators (PCR, Appendix 1). Under output 1: By 2010, (i) the construction of a four-lane limited 
access highway from Kottawa to Matara should have been completed, including the Galle 
access road; and (ii) basic road safety equipment in place, and around 100 staff for 
maintenance and rescue and emergency posts assigned. Under output 2: By the first quarter of 
2009, (i) zoning and guidelines for zoning formulated, and (ii) at least three interchange 
development plans as center of growth completed. Also, by 2010, emergency response booths 
and/or posts should be available at each interchange rescue, and emergency staff already 
assigned. Under output 3: By 2009 the income restoration program should have been 
completed, and all resettlement sites handed over to local authorities by the first quarter of 2008.  
Under output 4: At least 1 month prior to opening the highway, (i) a leaflet on what to do and not 
to do on the highway distributed to the public, and (ii) a wide media information campaign on the 
operation and use of the highway conducted.  

23. The project had two target outcomes. For the first outcome, performance indicators were 
(i) reduced travel time between Colombo and Matara from 4−5 hours to 1.5−2 hours by 2010, 
and (ii) a decrease in fatal accident rate (from 360 per 1 million vehicles) on Highway A2 by at 
least 10% in the first year of the highway’s operation and by 50% in 2013. For the second 
outcome, performance indicators were (i) continual increase in membership of industries and 
commercial enterprises in the Board of Investments; (ii) continuous increase in the number of 
commercial establishments within 1.5 km of each side of the highway; and (iii) improved 
socioeconomic condition of the four villages—Godagama, Kabaragala, Paraduwa, and 
Yaddehimulla—used as the sampling baseline in 1999, especially on access to health, 
education and social services, transport, and employment. 

24. The PCR rated the project effective. It indicated that all expected outputs were delivered. 
In particular, the construction of the ADB-funded section was completed in April 2011, the JICA-
funded sections were completed in August 2011, and the Export and Import Bank of China-
funded section was completed in January 2014 (paras. 11–12). The adoption of the four-lane 
expressway standard led to the addition of other outputs, notably equipment for toll road 
operation and transport monitoring equipment, which were financed by JICA (PCR, para. 18).  
The PCR also indicated that ADB financed civil works for reducing safety hazards at specific 
locations in national highways—as a pilot model on how to prioritize black spot sites and how to 
manage technical and other aspects of black spots (PCR, para. 15).  

25. The PCR noted that the Road Safety Unit within the RDA and the National Road Safety 
Secretariat were both established. Regulations for a road safety fund were finalized (PCR, 
paras. 14 and 17). In August 2011, more than 400 staff were assigned to toll plazas, 
maintenance posts, and rescue and emergency posts. The main emergency response center 
was also established at Galanigama interchange while emergency response posts were 
established at three interchanges in 2011.19 The income restoration program was completed in 
November 2010 with a delay of 1 year. The RDA started a public awareness campaign using 
electronic and print media prior to the opening of the expressway.  

 

 
                                                
19 More than 100 staff, which were specially trained in rescue and emergency operations related to crashes, were 

assigned in 2011.   
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26. On outcomes, the PCR indicated that travel time between Colombo and Matara was 
reduced from the 4–5 hours to 1.5–2 hours as of March 2014.20 It also reported that after project 
opening, the fatal accident rate on Galle Road declined to 25 per 1 million vehicles in 2010, 21 
per 1 million vehicles in 2011, and 16 per 1 million vehicles in 2012. However, this validation 
notes that the achieved reduction in travel time was delayed for about 3 years compared to the 
original target (Target: 2010, Actual: 2014). 

27. The PCR noted that two new industrial estates (Koggala and Mirijjawila) were 
established in the Southern Province while Hambanthota Port and Hambanthota International 
Airport were built after the project started.21 It also noted that social and economic investments 
under the project attracted borrowers and private sector investments to the Southern Province. 
Likewise, it reported the increase in socioeconomic conditions in all three districts in the 
Southern Province, specifically in the four sample villages identified in the DMF. However, the 
PCR did not provide evidence to back up these claims. On the whole, all outputs and most 
outcomes were generally met although with substantial delays. On this basis, this validation 
assesses the project effective. 

C. Efficiency of Resource Use in Achieving Outcome and Outputs  

28. The PCR rated the project efficient. The economic internal rate of return (EIRR) was 
reestimated at 16.9%, higher than the estimates in the 1999 appraisal (14.5%) and the 2007 
appraisal (15.3%). The PCR noted that the recalculated EIRR already incorporated project 
delays and cost overruns (PCR, para. 52). Traffic was assumed to grow in step with economic 
growth and was estimated at 6.5% per annum (PCR, Appendix 11, para. 8). Benefits that 
contributed to the higher EIRR included higher vehicle operating speeds, and savings in vehicle 
operating cost and travel time.  

29. This validation observes some shortcomings in the economic reevaluation. In particular, 
it was not clear how much of the traffic on the expressway was diverted from other roads, how 
much was incremental, and how these values were factored in and affected the reestimated 
EIRR. The regional department provided supplementary explanations on the economic 
analysis.22 However, the basis for estimating generated and diverted traffic and how the value of 
10% for generated and 64% for diverted traffic was arrived at was not explained. The estimated 
time savings at 35%and the exogenous benefits at 29% of the total benefits appeared to be too 
high.23 It was not clear from the PCR and the supplementary explanations the traffic forecasts 
for expressway and the A2 road and the resulting traffic estimates by road section and vehicle 
type. The PCR referred to highway design and maintenance 4 (HDM4), but it was not explained 
whether the benefits were estimated on a per road section basis for both SE and A2. There 
appeared to be some possibility of double counting and overestimation of the vehicle operating 
cost and travel time savings. In addition, it was not clear why the composition of the total 
benefits added up to only 76% of the total benefits and not 100% (PCR, Appendix 11, p. 54). 
Likewise, the recurrent costs used in the economic and financial analysis were substantially 
different and no explanation was given for such difference. This validation finds the 
                                                
20 Baseline year was not provided in the RRPs and the PCR. 
21 The PCR indicated that as per approved land use plan, there is a restriction for establishing new commercial 

establishments in close proximity to the Southern Expressway. As such, this indicator is inconsistent with the 
approved land use plan (PCR, Appendix 1, footnote d). 

22 Proposed IED Validation of the Project Completion Report for the L1711/2413 Southern Transport Development 
Project (STDP).Detailed Explanations on the Approach adopted for the Economic Analysis, dated 7 October 2015. 

23 It was not clear in PCR Appendix 11 and the supplementary material (footnote 22) whether all vehicles using the 
toll highway were assumed to use the full stretch of the road, in which case time savings benefits might be 
overestimated. 
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supplementary material (footnote 23) not sufficiently addressing these concerns on traffic 
forecasts, the economic valuation of diverted and incremental traffic benefits, and the resulting 
EIRR.  

30. On process efficiency, this validation notes that it took 13 years to complete the project 
compared to the original implementation target of 6 years (PCR, para. 27). Delays were 
attributed to two major causes. First, pre-construction activities were not advanced enough to 
proceed to construction. Land acquisition process was not completed at the time of the award of 
the civil works contract. Second, the major change in scope involved additional time required to 
upgrade—from two-lane highway to four-lane expressway (PCR, para. 28).  

31. On cost efficiency, this validation notes that the actual total project cost more than tripled 
from the original estimate (Appraisal: $295.9 million, Actual: $906.5 million). Also, ADB financing 
doubled from $90 million to $186 million despite the fact that of the total 59.6 km two-lane 
highway originally envisaged, only about 30 km was completed with four lanes (para. 12). This 
validation considers the increase in project costs to be disproportionate to the actual civil works 
completed and the reported outcomes did not seem to be commensurate with the huge cost and 
time overruns incurred. On the whole, this validation assesses the project less than efficient.24 

D. Preliminary Assessment of Sustainability  
 
32. The PCR rated the project likely sustainable. It indicated that funding for maintenance is 
not a risk as the expressway will be operated as a toll road and the RDA will retain the income to 
operate and maintain the expressway. The PCR computed the project’s financial internal rate of 
return (FIRR) at 1% and indicated that the assumed toll income will be sufficient to cover the 
expressway’s operating and maintenance cost. This validation notes that the PCR did not 
indicate the toll rate used for the FIRR computation and the weighted average cost of capital 
was not computed to establish the project’s financial viability. Furthermore, the recurrent cost 
estimated in the financial evaluation was substantially lower than that in the economic 
evaluation. Using the higher recurrent cost would result in a significantly lower or a negative 
FIRR. Given that the Expressway Operation, Maintenance and Management Division (EOMMD) 
would be dependent on toll revenues for its operating and maintenance cost requirements, 
actual collection may not be sufficient.  
 
33. The PCR noted that the EOMMD of the RDA has the institutional setup to operate and 
maintain the project adequately. The staff recruited for the expressway management unit was 
provided with specific job training through the project (PCR, Appendix 10, para. 9). It is 
presumed that the EOMMD now has the long-term capacity to operate and maintain the project. 
Given the lack of in-depth discussions on the project’s financial viability and a thorough 
assessment of its institutional aspects, including the availability of a functional road asset 
management system, this validation assesses the project less than likely sustainable.25 

E. Impact  

34. The project’s impact was to be assessed by the following performance indicators: (i) 
increased contribution of the southern region to the national economy, with the gross domestic 
product (GDP) growth rate of the Southern Province to equal the growth rate at the national 
level by 2013; (ii) reduced unemployment rate in the southern region from 19% in 1999 and 9% 

                                                
24 The regional department disagrees with this downgrade and retains its rating of efficient. 
25 The regional department disagrees with this downgrade and retains its rating of likely sustainable. 
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in 2006 to at least equal the national unemployment rate in 2013; and (iii) decrease in the 
proportion of poor people in the project area from 33% in 1996 to 20% in 2013. 
 
35. The PCR rated the project’s impact significant. It noted that the project contributed to the 
expansion of opportunities and improvement of socioeconomic condition of the people in the 
southern region. The PCR indicated that impact indicators were substantially achieved.26 GDP 
growth in the Southern Province was estimated at 11.96%, compared to the national GDP 
growth rate of 6.40% during 2012−2013. Also, the percentage of people considered poor in the 
project area was estimated at 9.80% in 2010, already exceeding the target of 20.00% by 2013. 
Likewise, the rate of unemployment in the southern region declined to 4.80% in 2012, although 
this was still slightly higher than the national rate of 4.00% at that time. 
 
36. The PCR also indicated that the project’s institutional impact has been substantial. It 
indicated that the institutional capacity of the RDA was enhanced by the project through the use 
of various knowledge products generated by associated TA projects and participation in various 
project-related activities. The PCR also indicated that the skills, competencies, and abilities of 
RDA staff were enhanced. On these bases, this validation assesses the project impact 
significant. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

37. The PCR rated the performance of the borrower, executing agency, and implementing 
agencies satisfactory. It indicated that the RDA benefited from ADB TA projects and from 
experiences gained from the project (PCR, para. 44). The PCR also indicated that the 
government addressed all land acquisition and compensation issues. It noted that the project 
management unit displayed ownership and strong commitment to the project, especially during 
implementation when the RDA, through the project directors, appropriately addressed project 
implementation issues. Despite initial problems encountered during project implementation 
(para. 30), the borrower, executing agency, and implementing agencies’ performance 
subsequently improved. This validation holds a similar view with the PCR and considers the 
performance of the borrower, executing agency, and implementing agencies satisfactory.  

B. Performance of the Asian Development Bank  

38. The PCR rated the performance of ADB satisfactory. It indicated that ADB played a 
constructive role in bringing the project to completion. In particular, ADB conducted a number of 
review missions, with the Sri Lanka Resident Mission actively participating.27 Acknowledging the 
lack of capacity of technical staff and institutions involved in the project, ADB provided five TA 
projects to enhance the capacity of project implementation agencies. In view of safeguard 
compliance issues in the initial stages of project implementation, the ADB compliance review 
procedure was put in place. The Compliance Review Panel recommended a series of actions, 
implemented by ADB and the government, which remedied the situation. On these bases, this 
validation considers ADB performance satisfactory. 
 
 
 

                                                
26 Data for 2013 were not available at the time of PCR preparation (PCR, Appendix 1, footnote b).  
27 ADB also posted an international staff at the SLRM to exclusively supervise the implementation of the project. 
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

39. The PCR rated the project successful. This validation assesses the project less than 
successful on account of lower ratings on efficiency and sustainability. On efficiency, there were 
major unanswered questions on the methodology used in estimating project costs and benefits, 
which appeared to inflate the recalculated EIRR. This validation rates the project less than 
efficient due to the significant implementation delay and disproportionate increase in costs 
relative to the actual kilometers of road completed. Sustainability is assessed less than likely 
because the project’s financial viability was not established. Although training was provided to 
EOMMD staff in operating the toll highway, there was no assessment to show the sufficient 
institutional and funding capacity in place to operate and maintain the constructed expressway 
in the long term.28 
 

Overall Rating 
  Criteria PCR IED Review Reason for Disagreement 

and/or Comments 
Relevance Relevant Relevant  
Effectiveness in achieving 
outcome and outputs 

Effective Effective  

Efficiency in achieving  
outcome and outputs 

Efficient Less than 
efficient 

The expected project 
implementation period was 
doubled. Project cost was tripled 
and appeared to be 
disproportionate relative to the 
completed civil works. Serious 
shortcomings in the economic 
analysis inflated the resulting 
EIRR (paras. 29−31). 

Preliminary assessment of 
sustainability 

Likely 
sustainable 

Less than 
likely 
sustainable 

The project’s financial viability was 
not established and there is an 
estimation issue on recurrent cost. 
No assessment was done to show 
that sufficient institutional and 
funding capacity were in place to 
operate and maintain the 
constructed expressway (paras. 
32–33). 

Overall assessment 
 

Successful Less than 
successful 

 

Impact Significant Significant  
Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Less than 

satisfactory 
Refer to para. 43. 

ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation Department, 
PCR = project completion report. 
Source: ADB Independent Evaluation Department. 

                                                
28 The regional department disagrees with this validation’s ratings on efficiency, sustainability, and the project overall 

rating. See Annexes 1 and 2 attached.  
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B. Lessons 

40. The PCR identified a few important lessons. In planning and preparing a large-scale road 
project, adequate allocation of resources and time are needed to allow for timely and efficient 
commencement of civil works. As such, there may be a need to use a TA loan or a project 
designed to assist the government in finalizing the engineering aspect before the project loan 
proposal is submitted to the ADB Board. Also, managing relationship with stakeholders is an 
important part of successful project management. Likewise, a grievance redress system needs 
to be established as early as possible and that stakeholders are informed about it. Aside from 
these lessons, this validation would like to offer an additional observation. Given the complexities 
of implementing ADB projects with its safeguard requirements and loan conditions, capacity 
development of all relevant agencies and their staff could be made a precondition to loan 
signing. In this project, the number of affected people and displaced families significantly 
increased during project implementation (paras. 13–15).These had contributed to the increased 
project cost and delayed implementation, and might also have had an adverse impact on the 
relationship between ADB and local stakeholders. TA projects had to be provided to improve 
project implementation performance. 

C. Recommendations for Follow-Up  
 
41. The PCR recommended the use of project design facilities or TA loans during the 
preparatory phase to implement most, if not all, of the preconstruction activities before project 
loans. It also recommended that ADB provides support to review contractors’ claims and 
extract relevant materials to be used as case studies for future learning. Likewise, the PCR 
recommended the need for a study to assess the wider impacts of the project. Such study will 
contribute to advancing the implementation of the government’s road master plan. This 
validation finds these recommendations appropriate. It would like to offer an additional 
recommendation. There is a need to follow up on the compliance status of loan covenants that 
were either partially complied with or still being complied with (para. 18). 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

42. The PCR noted that the government complied with the covenant on establishing a project 
performance monitoring and evaluation system (PPMS). It indicated that an ADB consultant, 
together with the Environment and Social Division of RDA, prepared the PPMS. It also indicated 
that the PPMS was regularly updated by the Environment and Social Division. However, the 
PCR did not provide adequate discussion of the PPMS. Therefore, it was not possible to assess 
its design, implementation, and utilization.  

 
B. Comments on Project Completion Report Quality 

43. The PCR generally followed ADB guidelines. However, some major shortcomings in 
the assessments of the evaluation criteria were noted. For the economic analysis, critical 
assumptions on traffic forecasts and exogenous benefits were not provided. The economic 
valuation of benefits appeared overestimated, making the resulting EIRR an unreliable 
indicator. The assessment of sustainability failed to establish the project’s financial viability and 
lacked an in-depth discussion of institutional aspects of the project to justify the given rating. 
Socioeconomic outcomes were also not well backed up with evidence and analysis. This 
validation is of the view that lessons and recommendations could have been more thorough, 
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especially on safeguards issues encountered during implementation. On the whole, the PCR 
quality is less than satisfactory.  

 
C.  Data Sources for Validation 
 
44. Data sources for this validation included the project’s report and recommendation of the 
President, for both the initial and supplementary loan; the PCR; loan review reports of ADB 
missions to Sri Lanka; Country Operational Strategy Study for Sri Lanka; Country Assistance 
Plan, 2001–2003 for Sri Lanka; Country Partnership Strategy for Sri Lanka, 2009–2011; Sri 
Lanka’s Mahinda Chintana: Vision for a New Sri Lanka—A Ten-Year Horizon Development 
Framework, 2006–2016; and the 2012 Sector Assistance Program Evaluation on the Asian 
Development Bank’s Support for the Transport Sector in Sri Lanka. 

D. Recommendation for Independent Evaluation Department Follow-Up 

45. The PCR recommended that a project performance evaluation report be prepared in 
2017 as, by that time, the long-term impacts related to agglomeration benefits, transport 
commercialization, and land use along the project corridor will be more discernible. This 
validation supports the timing of the conduct of a project performance evaluation report. 

 





 
 

 

Annex 1 
 

REGIONAL DEPARTMENT'S RESPONSE TO THE PROJECT COMPLETION REPORT 
VALIDATION REPORT1 

 
1. We acknowledge and appreciate that IED revised the PVR's Relevance rating, thereby 
aligning it with the PCR rating as "relevant". However, we regret that the PVR retained its 
ratings on Efficiency as "less than efficient", Sustainability as "less than likely sustainable, and 
the Overall Assessment as "less than successful", even after SARO provided extensive 
explanations and justifications to the corresponding PCR ratings. 
 
2. We would like to highlight the following facts. 
 

a. To downgrade the efficiency rating to "less than efficient", the PVR questions: (i) the 
PCR's calculation of project benefits and (ii) the increase of kilometer-based unit 
costs. The PCR's economic reevaluation and analysis closely followed ADB's 
guidelines and was carried out by an experienced transport economist. The analysis 
found a viable economic internal rate of return, which has well justified the rating of 
"efficient" based on credible assumptions. The PVR stated that the increase of ADB 
funding should have been proportionate to the increase in length (para. 31 of PVR). 
We consider this assumption highly simplistic and unrealistic. In addition to the road 
length, the construction cost of roads is affected by design standards, terrain and 
geological factors, and inflation during the implementation period. 

 
b. The PVR rated the project as "less than likely sustainable" due to lack of in-depth 

discussions on the financial viability and a thorough assessment of institutional 
aspects in the PCR. This was raised despite the fact that the project is a public 
sector-financed project, and hence a calculation of financial internal rate of return 
is not required. Nevertheless, user pay principle through tolling is adopted for the 
southern expressway to cover the cost of operation and maintenance of the 
expressway, in line with the government's toll policy on public expressways. This 
has ensured the sustainability of the expressway. Furthermore, a PCR is to 
assess the project performance at completion and "a thorough assessment of 
institutional aspects" is not the task of a PCR. 

 
c. The Project is a mega project which built the first expressway in Sri Lanka and 

started a new chapter of road sector modernization. Despite challenges during 
implementation, which were effectively addressed, the project was successfully 
completed. This has been widely acknowledged by the government, the public, 
and the international development partners. Therefore, we cannot agree with the 
PVR's overall assessment to the Project as "less than successful" and the PCR 
quality as "less than satisfactory" based on the explanations and facts presented in 
the PCR and this memo. 

 
3. In view of the above, we strongly disagree with the assessments made in the PVR, which, 
in our view, do not take into account relevant facts nor the actual project situation. 
 

                                                
1  Memo from Sri Lanka Resident Mission. The memo was dated 9 December 2015 and was sent to IED on 14 

December 2015. 



 

Annex 2 
 

FINAL NOTE BY THE INDEPENDENT EVALUATION DEPARTMENT 
 
On 14 December 2015, the Independent Evaluation Department (IED) received a memorandum 
from the Sri Lanka Resident Mission, South Asia Department (SARD), responding to IED’s 
validation report for the Sri Lanka Southern Transport Development Project. The memorandum 
expressed disagreement with the validation report’s ratings on efficiency, sustainability, and the 
overall project success. The memorandum is attached as Annex 1. In response, IED wishes to 
make the following observations: 
 
IED sent a first draft of the validation report for SARD review on 19 August 2015. This was 
followed by several rounds of discussion between IED and SARD. Comments on the draft 
validation report, additional explanations, supplementary materials, responses, and revisions 
were subsequently exchanged on 8 September, 7 October, 11 November, 2 December, and 14 
December 2015.  
 
After careful consideration of the SARD’s observations, the validation report retains its view that 
there are major unanswered questions on the methodology used in estimating project costs and 
benefits, which appear to inflate the recalculated economic internal rate of return. The project 
doubled its implementation time from 6 to 13 years and tripled its costs from $296 million to 
$906 million.  
 
The validation report finds that the completion report did not establish the project’s financial 
viability and neither did the supplementary material that SARD provided subsequently. There 
was also no assessment to show that there was sufficient institutional and funding capacity in 
place, including the availability of a functional road asset management system, to operate and 
maintain the constructed expressway. Details of these ratings are in paras. 29–31 and paras. 
32–33 of the validation report. Therefore, the validation report retains its assessment of less 
than efficient, less than likely sustainable, and the project overall rating of less than successful.  
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