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I. PROJECT DESCRIPTION 

 
A. Rationale 

 
1. Guangxi Zhuang Autonomous Region is recognized as one of the three least developed 
regions in the People’s Republic of China (PRC). At project appraisal, its average gross 
domestic product per capita was 38% below the national average. Of its 81 counties, 49 were 
classified as counties with high incidence of poverty, mostly concentrated in the western part of 
the region. A few ethnic minority groups were also located in this area. Inadequate road 
infrastructure, poor connectivity, and the high cost of transport accounted for the poor economic 
condition of the region. The existing G324 national highway, a class 2 road with poor 
geometrical standards, had reached optimum capacity. At appraisal stage, traffic had been 
growing at the rate of about 7% annually and the traffic accident rate was double the national 
average for a class 2 road. The high incidence of traffic accidents and the associated deaths 
and injuries placed a heavy burden on the health and welfare systems of the poor counties in 
the project area. 
  
B. Expected Impact 
 
2. The goal or impact of the Guangxi Roads Development II Project (the project) 1  at  

                                                 
1  ADB. 2004. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

People’s Republic of China for the Guangxi Roads Development II Project. Manila. 
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appraisal was the following: (i) greater flow of benefits to the poor and increased economic 
benefits from road network investments in the project area by developing a sustainable road 
transport system, linking expressway and local roads, and integrating access to transport 
services and community activity centers; and (ii) better interprovincial transport links through the 
east–west corridor of the PRC, access to the Vietnamese border and Greater Mekong 
Subregion, and facilitating connectivity between seaports and the western provinces.  
 
3. There were 10 impact indicators and/or targets indicated in the design and monitoring 
framework at both appraisal: (ii) economic growth target of 7.5% for Guangxi Zhuang 
Autonomous Region (Guangxi) and 9% for the project area during 2008–2020; (ii) traffic growth 
target of 6.6% in the project area in 2007, and 7.6% in 2020; (iii) increase in the range of 
competitive transport services in the project area; (iv) increase in economic internal rate of 
return (EIRR) before and after network developments, particularly of local roads component; (v) 
increase in the poor and poorest farmers’ income at an annual rate of 10%–15% during 2007–
2010; (vi) industrial growth in the project area; (vii) greater access to village markets, schools, 
hospitals, major tourism locations, main county urban centers, and agricultural zones; (viii) time 
saving and lower transport cost; (ix) additional income of poor laborers during construction for 
500,000 person-months, and through roadside station management for over 2,500 permanent 
jobs; and (x) increase in expressway, interprovincial, inter-county, and seaports traffic. 
 
4. Other impacts that were envisaged include: social and gender impacts as a result of 
better access to health, social facilities, and employment opportunities. The project expressway 
was to facilitate economic development while the local roads were to benefit rural population 
and ethnic minorities in remote areas. The project was not expected to have any adverse 
impacts on ethnic minorities, except for land acquisition. Overall, about 13,000 individuals were 
to be affected by the expressway and ancillary roads construction, of which 360 households 
(about 1,600 individuals) were to be relocated. An environmental impact assessment (EIA) that 
was conducted concluded that all impacts could be successfully mitigated if existing national 
and local standards were followed.   
 
C. Objectives or Expected Outcomes 
 
5. The intended outcomes (objectives) of the project were the following: (i) removal of 
transport barriers, and promotion of sustainable development; and (ii) provision of better access 
to markets, jobs, and activity centers, and integration of transport services. Three outcome 
performance indicators were identified under outcome (i): (a) strengthening connectivity of the 
national trunk highway system, which links major hubs with local road networks in the project 
area; (b) reduced transport prices, and improved travel time and comfort; and (c) increased 
number and frequency of transport services and improvement in facilities such as reliability. For 
outcome (ii) performance indicators were as follows: (a) improved access to county centers, 
townships and villages, and isolated communities; (b) travel time reduced by 50% for cars and 
buses and 30%–50% for freight trucks; (c) accidents reduced by 90 road deaths per annum 
during 2007–2020 through road safety audit and enforcement program; and (d) an expressway 
management company created. 
 
D. Components and Outputs 
 
6. The project had the following components: (i) construction of about 188 kilometers (km) 
of a four-lane access-controlled toll expressway, 25 km of class 2 connecting roads, 12 
interchanges, 12 toll stations, 3 traffic control centers, 8 roadside stations, and 4 asset 
management and maintenance centers; (ii) upgrading of 250 km of inter-county roads and 500 
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km of minority village roads; (iii) procurement of equipment for asset management and road 
maintenance, and expressway toll collection, surveillance, communications, safety, and vehicle-
weighing stations; (iv) addressing land acquisition and resettlement issues; and (v) provision of 
consulting services and capacity building. The following were the outputs achieved: 
 

(i) Expressway: A 188-km four-lane, access-controlled toll expressway was planned 
from Greater Nanning to Baise in Guangxi, including 25 km of class 2 connecting 
roads, 12 interchanges, 12 toll stations, three traffic control centers, eight roadside 
stations, and four asset management and maintenance centers. The project 
expressway and facilities were constructed as planned.  

(ii) Local roads: The 70 village roads selected with the advice of the Asian 
Development Bank (ADB) were completed with a length of 555 km.  

(iii) Inter-county roads: The inter-county road was 245 km and completed before 
closure except for contract no. 10 (about 17 km), which was only completed at the 
end of May 2011.  

(iv) Equipment: The equipment procured pertained to toll collection, surveillance and 
communications, and traffic control and monitoring; routine road maintenance; road 
safety management and road pavement management. Revisions included the 
addition of asphalt pavement cold recycling equipment, while two sets of asphalt 
mixers were replaced by asphalt pavement milling machines. All other equipment 
was procured as planned.  

(v) Consulting services and capacity building. The planned output of 57 person-
months for international consultants was to assist the project management during 
construction and provide expertise. In the event, 48.5 person-months of services 
were actually provided. Five study tours were implemented and over 1,790 staff 
and workers benefited from the domestic training on road construction, 
supervision, quality control, construction safety, and HIV/AIDS prevention.  

 
E. Provision of Inputs 
 
7. The total project cost estimated at appraisal was $726.0 million equivalent, with $304.1 
million in foreign exchange and $421.9 million equivalent in local currency. The actual project 
cost was $809.4 million equivalent. In local currency terms, the actual cost was reduced from 
CNY6,011 million to CNY5,526 million due to the appreciation of the yuan against the US dollar. 
The financing plan envisaged at appraisal comprised a $200 million loan from ADB (28% of 
project cost), a loan of $271.4 million equivalent from the China Development Bank (37%), a 
grant of $147.6 million equivalent from the Ministry of Transport (MOT)2 (20%), and a grant of 
$107.0 million from the Guangxi government (15%). At project completion, the actual funding 
from ADB remained unchanged. The grant from the MOT was $178.9 million equivalent in local 
currency and that from Guangxi government was $128.0 million. However, the China 
Development Bank loan was only $91.5 million, as local debt was spread through loans from 
other local commercial banks amounting to $211.0 million equivalent. The ADB loan of $200 
million was almost fully disbursed after reallocation of loan proceeds, contingencies, and 
savings in favor of the expressway works and equipment to compensate for a shortfall. 
Disbursement commenced in April 2005 and was completed in February 2010. The financial 
account was closed on 5 March 2010.  
 
 

                                                 
2  The Ministry of Transport was called the Ministry of Communications at the time of appraisal.  
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F. Implementation Arrangements 
 
8. The Guangxi Department of Transport (GXDOT) was the executing agency for the 
project, responsible for overall project implementation. The Guangxi Communications 
Infrastructure Construction Administration Bureau was the implementing agency, responsible for 
managing construction of the project expressway. The Baise Highway Administration Bureau 
and several county communications bureaus supervised the implementation of the inter-county 
road and village roads. Guangxi Tanbai Expressway Company (GTEC) was established to 
operate, maintain, and manage the project expressway. GTEC assumed these responsibilities 
at the end of 2007 when the project expressway was opened to the public. All covenants were 
fully complied with.   
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
   
A. Relevance of Design and Formulation 
 
9. The project completion report (PCR) 3  rated the project as relevant. This validation 
concurs. At appraisal, the project was closely aligned with the government’s Five-Year Plan 
(2001–2005) for transport sector development, which focused on constructing additional 
expressways to connect major economic growth centers. It also promoted developing 
secondary roads to improve accessibility for rural areas and poor communities, and cooperation 
between the poorer western region and economic growth centers in the eastern region. At 
completion, the project was relevant to the follow-on Five-Year Plan (2006–2010) which 
prioritized improving road network infrastructure, increasing rural families’ incomes, and 
reducing regional economic imbalances. The project conformed with ADB’s strategy for the road 
sector in the PRC, with emphasis on connecting major growth centers, fostering regional 
cooperation, integrating the road network to support the National Trunk Highway System and 
improving access to poor areas. The strategy also supported road safety and reducing vehicle 
emissions. Moreover, the project was a high priority in the Greater Mekong Subregion Transport 
Sector Strategy. This validation considers the project consistent with the country’s development 
priorities. There were no major changes in project design. The design and implementation 
arrangements were mostly appropriate to achieve the intended objectives although the lower 
institutional capacity of the county communication bureaus could have been better factored into 
the design.  
 
B. Effectiveness in Achieving Outcomes  
 
10. The PCR rated the project effective. Annual GDP growth in Guangxi and the project area 
have thus far exceeded government targets, although not all of this growth is exclusively 
attributable to the project. Objectives to remove transport barriers, promote sustainable 
development, and provide better access to markets and social services have largely been 
attained. The main implementing agencies’ capacities in road planning, implementation, 
operation, and maintenance have been strengthened, but local agencies need further attention.  
  
11. The expressway was completed to good standard and opened to the public at the end of 
2007, improving connectivity from Guangxi to Guangdong, Guizhou, Hunan, and Yunnan, and 
the Gulf of Beibu. The number of vehicles per day from the project area to other provinces 
increased from 540 in 2003 to 1,817 in 2009. Traffic volumes using the corridor were 7.7% 
higher than estimated at appraisal, but traffic using the expressway has been lower than 

                                                 
3  ADB. 2011. Completion Report: Guangxi Roads Development II Project in the People’s Republic of China. Manila. 
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anticipated. Total import and export volumes in Baise grew by an average of 17% per year 
between 2004 and 2009. This increase, however, may also have been due to other factors. 
Traveling time from Nanning to Baise decreased by 2 hours. Construction of the 245 km inter-
county road from Baise to the Viet Nam border was implemented using 11 contract packages. 
Seventy village roads with a total length of 555 km were upgraded as planned. Since completion 
of these roads, all-weather accessible roads have connected an additional 70 townships and 
745 villages with 907 schools. By 2008, bus services were able to cover 100% of the townships 
and 86% of the administrative villages in the Baise area. 
 
12. The PCR focused more on the benefits of expressway than those of the local roads. 
Traffic accidents on the G324 were reduced from 106 in 2007 to 64 in 2008 after the opening of 
the expressway. The number of deaths decreased from 57 to 27 and serious injuries from 161 
to 100. On the expressway, the accident rate was initially 21.5 per million vehicles in 2008, but 
had declined to 10.1 per million vehicles by 2010. A road safety action plan was developed, 
integrating engineering, enforcement, education, and emergency response. Eight roadside 
stations were constructed, providing sufficient rest areas for road users. Traffic signs, guardrails 
and traffic control equipment, and surveillance systems were installed. Education on road safety 
was provided to local communities and road users before the expressway was opened to the 
public. Education of workers on HIV/AIDS prevention and other health risks was regularly 
undertaken.  
 
13. Speed monitoring equipment installed along the expressway has encouraged drivers to 
follow the designated speed limits. A road safety action plan was formulated and effectively 
implemented. Axle-weighing scales were installed at tollgates and penalties for infringement 
were enforced. Following the installation of axle-weight scales, incidences of overloaded 
vehicles declined by about 60%. Road maintenance equipment was procured, including road 
inspection vehicles, towing, and asphalt pavement repair equipment. The independent operating 
company, GTEC, opened three maintenance stations staffed with 20 experts in road and bridge 
maintenance. A traffic police unit was also established to conduct regular patrols of the 
expressway and enforce traffic rules. Capacity of the implementing agencies’ staff in road 
planning, construction, and road safety management was strengthened. The validation 
assesses the achievement of the project outcomes as effective. 
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 
 
14. The PCR rated the project efficient. Traffic volumes on the expressway were, however, 
lower than initial estimates. This means that the diversion of traffic from the existing G324 was 
less than expected due mainly to its improved condition as a result of road maintenance efforts 
by local governments and the substantially lower toll rates compared with those on the new 
expressway. It is expected that traffic growth on the expressway will likely be higher with the 
opening of the connecting Longlin–Baise expressway. The latest forecast predicts traffic 
volumes from 2008 to 2014 will be lower than those estimated at appraisal, but volumes may 
exceed appraisal estimates from 2015 onwards. The reevaluated EIRR of the expressway is 
19.2%, which is higher than the 17.1% estimated at appraisal. This is mainly due to the reduced 
capital cost of the project expressway and the (apparently) higher value of economic benefits 
attributed by the PCR to the expressway for vehicle operating cost and time savings at 
completion. While this result may be debatable, the reevaluated EIRR still significantly exceeds 
the 12% economic opportunity cost of capital threshold. A sensitivity analysis was carried out to 
test the impacts of an increase in operation and maintenance costs and a decrease in benefits. 
The project continues to be economically viable under all sensitivity scenarios. In the worst-case 
scenario, the EIRR is 16.4%.  
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15.  This validation notes that the PCR’s discussion on efficiency was focused solely on the 
expressway because of incomplete data for the inter-county and village roads. The inter-county 
road encountered implementation delays, especially contract no. 10, which was unfinished at 
project closure. The village roads also took longer than planned largely due to the Baise 
Communications Administration Bureau’s inexperience in project management leading to a 
1-year extension of the closing date. Delays were due to various issues including 
unrealistically low contract bids. There were also implementation problems with contract no. 1 
for the expressway where the scope of work had to be reduced. Construction of an 
administration building was not completed on time resulting in a delay in opening service 
facilities to the public. However, these components constituted only about 20% of total 
investment costs. Thus, delays on these minor components did not greatly affect the project’s 
overall efficiency in the use of resources to achieve its intended outputs and outcomes. This 
validation agrees with the PCR’s rating of efficient. 
 
D. Preliminary Assessment of Sustainability 
 
16. The PCR rates the project likely sustainable. The expressway construction was of high 
quality. The 12 civil works contracts and 6 pavement contracts completed were rated 92.1 to 
96.6, out of 100 points by the Guangxi Traffic Quality Monitoring Station during project 
completion handover. Installation of axle-weighing scales at the tollgates significantly reduced 
the incidence of overloaded vehicles on the expressway, although it is unclear whether some 
vehicles have diverted to the old G324. Speed monitoring equipment, surveillance systems, a 
road safety action plan, and traffic police patrols are expected to ensure effective road safety on 
the expressway. The financial internal rate of return (FIRR) recalculated after tax is higher than 
the weighted average cost of capital (WACC), and the financial projections for GTEC indicate 
that the expressway has been profitable since 2008. GTEC was established with sound 
corporate governance and is adequately staffed with experienced road maintenance engineers. 
GTEC staff have carried out minor road maintenance regularly, including road clearing, asphalt 
pavement repair, and slope protection. If toll rates need to be adjusted, GXDOT and GTEC will 
seek ADB's comments before submitting any application to the government for toll adjustment.  
 
17. The reestimated FIRR is 10.5% before tax and 9.3 % after tax, which is higher than the 
appraisal estimates of 8.8% and 7.0% respectively. As the recalculated FIRR is higher than the 
WACC, the project is financially viable. Results of the sensitivity analysis indicate that the 
project will remain financially viable even in the worst-case scenario. The project agreement 
covenanted that GTEC would maintain a working ratio of not more than 15% and a debt service 
coverage ratio of not less than 1.2%, commencing from the third year of full operation. The 
projected financial statements indicated that GTEC would be able to comply with the working 
ratio covenant, but only from 2011 onwards. It has complied with the debt service coverage 
ratio, however, since 2008.  
 
18. Maintenance of the inter-county and village roads was assigned to the relevant county 
communications bureaus. The adequacy of such maintenance was not assessed in the PCR. 
Implementation of fuel tax reforms nationally could boost funds for maintenance of local roads in 
Guangxi. The Guangxi government plans to extend the current road and expressway network 
by over 13,600 km in the next 5 years. Thus, the project will be more effectively utilized in due 
course. Meanwhile, Guangxi Department of Transport is improving its asset management and 
operational systems. Efficiency of road investment, implementation, and management is 
expected to be enhanced through corporatization and institutional development. This validation 
concurs with the rating of likely sustainable. 
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E. Impact  
 
19. The PCR indicates that the project has significant positive impact on poverty reduction 
and other development impacts. The expressway relieved road transport bottlenecks. In 2010, 
the corridor traffic volume reached 21,600 passenger car units (PCUs)/day, higher than the 
target of 20,000 PCUs/day. With construction of the inter-county and village roads, bus service 
coverage is now 100% of the townships and 86% of villages in the project area. Based on an 
assessment of development progress in Guangxi, the targets for socioeconomic indicators are 
likely to be attained. From 2003 to 2009, annual gross domestic product growth was 9.7% on 
average in the project area, which was higher than the 9% projected. Farmers’ net incomes 
increased by 20.5% on the average, compared with 15% performance target. Population below 
the poverty line decreased by 35% from 338,000 in 2005 to 218,000 in 2009 in Baise, while 
gross annual industrial output increased to CNY38.0 billion in 2009 from CNY12.2 billion in 
2004. In addition, total exports and imports increased by an average of 17% per year between 
2004 and 2009.  
 
20.  During construction, about 4,000 workers were employed daily and over 15% of 
households were involved in construction activities. For operations and maintenance, about 500 
permanent jobs were created for local people. Various measures were also taken to help 
affected people restore their incomes. These included reclamation of new land, introducing cash 
crops, fruit plantations, and animal husbandry, and helping farmers increase nonfarm activities 
in the secondary and service sectors. A survey conducted by the external resettlement monitor 
showed that the incomes of project-affected households (mainly ethnic minorities) increased 
and their living conditions improved significantly. Average per capita net income of the affected 
households was increased by 42% from 2002 to 2008 and incomes of households affected by 
construction of inter-county road and minority village roads rose by 39% during that period. The 
validation rates impact as significant. 

 
III. OTHER PERFORMANCE ASSESSMENTS 

 
A. Performance of the Borrower and Executing Agency 

 
21. The PCR rated the performance of the borrower and its executing agencies satisfactory. 
The Ministry of Finance signed the loan agreement in January 2005 and it took less than 3 
months to complete the requirements for loan effectiveness. GXDOT was familiar with ADB 
procedures and policies, thus enabling efficient project implementation. Having learned from 
implementation of the previous project, GXDOT adopted advance procurement action, so that 
physical construction of the expressway could start in June 2005. All loan covenants were 
complied with and adequate counterpart financing for the project was made available in a timely 
manner. Land acquisition and resettlement were implemented in accordance with the 
resettlement plan and ADB’s Involuntary Resettlement Policy (1995). The environmental 
management plan was implemented satisfactorily during construction, and adverse 
environmental impacts were mitigated effectively. A variety of measures was taken to protect 
ethnic minorities from adverse impacts in accordance with the ethnic minority development plan. 
Construction of the project expressway was delayed by these activities for about 5 months, but 
the works were, nevertheless, still completed on schedule. The loan could have been closed on 
time if the local road and irrigation system restoration had started earlier and the local roads 
construction had been implemented according to schedule. Nonetheless, this validation agrees 
with the satisfactory rating. 
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B. Performance of the Asian Development Bank  
 
22. The PCR rated ADB’s performance satisfactory. Project preparatory technical assistance 
refined the feasibility study, including the EIA and resettlement plan, and confirmed the project’s 
viability. Both main implementing agencies acknowledged that the cost estimates made with 
assistance from ADB, were close to the actual costs and therefore, sufficient financing was 
budgeted. ADB fielded six review missions during implementation, but GXDOT observed that 
frequent changes in ADB project officers during project implementation affected project 
coordination. Both agencies, however, appreciated ADB’s advice and cooperation in resolving 
implementation issues, particularly its support in reallocating loan proceeds and increasing the 
financing percentage of civil works, resulting in more effective utilization of the loan. The award 
of contracts to bidders with low prices, particularly at county level, resulted in implementation 
delays. The ADB team could have insisted on a mandatory site visit for all potential bidders 
before bidding documents were issued, and a brief introduction to Fédération Internationale Des 
Ingénieurs-Conseils (FIDIC) contracts for the bidders could have been carried out at that time. 
On balance, the validation rates performance of ADB satisfactory. 
 
C. Others  
 
23. An EIA was carried out using methodologies and standards consistent with guidelines 
established by the MOT and the State Environmental Protection Administration. The 
assessment indicated likely reduced motor vehicle emissions because of improved motor 
vehicle engine efficiency on the expressway and reduced congestion on the existing G324. An 
environmental management plan was developed to mitigate the project’s adverse environmental 
impacts. The implementation of land acquisition and resettlement followed the resettlement 
plan, the PRC Land Administration Law, and related resettlement regulations issued by the 
Guangxi government. The actual compensation rates for house and structure demolition were 
higher than in the resettlement plan while the percentage of brick structure houses of the 
affected households grew to 72% from 27% before the project’s commencement. Nevertheless, 
the total cost of land acquisition and resettlement was only 3% higher than estimated in the 
resettlement plan. No gender or corruption issues were discussed in the PCR. Availability of 
counterpart financing and auditing arrangements was satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment 
 
24. The PCR rated the project successful. The validation concurs with the successful rating, 
given the size of the expressway components, but considers the attention given to the local 
roads and supporting institutions could have been better (see table). 
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Overall Ratings 
 

Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Relevance Relevant Relevant  

Effectiveness in achieving 
outcomes 

Effective Effective  

Efficiency in achieving 
outcomes and outputs 

Efficient Efficient  

Preliminary assessment of 
sustainability 

Likely sustainable Likely sustainable 
 

Overall assessment Successful Successful  
Borrower and executing 
agency 

Satisfactory Satisfactory 
 

Performance of ADB Satisfactory Satisfactory  
Impact Significant Significant  
Quality of PCR  Satisfactory  

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 

 
B. Lessons 
 

25.  The validation agrees with the lesson concerning the need to build capacity of local 
authorities at county level who lack sufficient expertise to successfully implement construction 
projects, especially when local contractors have little or no experience with the processes of 
international financial institutions. It also concurs on the need for mandatory site visits for all 
potential bidders and a brief introduction to FIDIC contracts given at that time.  
 
C. Recommendations for Follow-Up 
 

26. The PCR makes good recommendations applicable to similar projects in future.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 

A. Monitoring and Evaluation Design, Implementation, and Utilization   
 
27. The results framework was generally sound although some indicators related to 
economic growth were subject to attribution issues. Implementation performance was 
measurable and properly utilized to inform decision making and resource allocation. 
 
B. Comments on Project Completion Report Quality 
 

28. The PCR was well written, thorough, and consistent with the Project Administration 
Instructions and PCR guidelines. Lessons and recommendations were generally appropriate. 
 
C. Data Sources for Validation  
 

29. Data sources included the report and recommendation of the President, ADB PCR, 
government’s PCR, reports of loan review missions, and other documents. 
 
D. Recommendation for Independent Evaluation Department Follow-Up  
 

30. A project performance evaluation report may not be necessary. 
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