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I. PROJECT DESCRIPTION 
 

A. Rationale 
 
1. Yunnan is a mountainous landlocked province in southwestern People’s Republic of China 
(PRC), which in 2008 had a population of 45.3 million, a per capita gross domestic product 
(GDP) of 55% of the national average—ranking the third lowest of the country’s administrative 
areas, and an incidence of rural poverty of 15.2%.1 Road transport is the most widely used mode 
in Yunnan. The total road network in the province in 2008 was 203,753 kilometers (km), of which 
tolled highways of class I and above comprised 1% of the network, class II or above were about 

                                                
1  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of China for the Yunnan Integrated Road Network Development Project. Manila. 
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4% (compared with 10.7% nationally), class III were 5%, and the remaining 90% were either class 
IV or unclassified. Poor roads are an obstacle to inclusive growth and reducing poverty in Yunnan. 
 
2. One section of the expressway in western Yunnan programmed under the 2004 National 
Expressway Network Plan was unbuilt—the Longling–Ruili Expressway (LRE) within the 
Hangzhou–Ruili (Hangrui) Corridor. This is a key east–west corridor connecting PRC’s lagging 
regions with its more prosperous eastern and coastal provinces. The poor condition and design 
standards of the existing Longling–Ruili Highway Corridor (LRHC), which crosses mountainous 
terrain, limited average travel speed to less than 40 km per hour. The road was unable to meet 
the rising transport demand and had a high incidence of accidents. LRE was critical to reducing 
income disparities and achieving more balanced growth between the western and coastal regions. 
 
3. The funding of maintenance expenditures of tolled highways in the Yunnan Province was 
considered adequate. However, there were shortfalls for non-tolled roads. Budgets for secondary 
and tertiary roads were insufficient to meet maintenance requirements and a backlog was steadily 
increasing. This meant that more roads were in a poor condition. An assessment undertaken in 
2009 of much of the 23,473 km non-tolled road network in the province found that only 35% of 
roads were in good-to-excellent condition—low for western provinces, while 31% was in a very 
poor condition. On average, only 16% of the estimated annual rehabilitation works required was 
carried out, and too little periodic maintenance was undertaken. This was because of lack of 
funding, deterioration of the core road network due to overloading, and substandard road design 
and construction. There were problems of budget allocations by the Yunnan Provincial 
Department of Transport (YPDOT) for maintenance but overspending on establishment and 
overhead costs was common. There were limitations in planning and prioritization of maintenance 
works and implementation was inefficient.  
 
4. Rural roads connect highways and provide links to markets, however, the mountainous 
and hilly terrain of Yunnan posed an obstacle to providing rural road access, particularly in the 
province’s western region. In 2009, 81% of rural roads were unpaved—40% gravel roads and 
41% earthen roads. Only 8% had cobblestone paving and the remaining 11% were asphalt or 
concrete. The condition of rural roads was poor, especially the unpaved township and village 
roads. The subsidy provided for rural road maintenance was insufficient for roads in mountainous 
areas and institutional capacity for rural road maintenance was weak, especially for routine 
maintenance, which made up a large part of the rural road network. For township and village 
roads, routine maintenance was carried out by local people on a voluntary basis, with households 
from the communities contributing a few workdays annually. This approach was unreliable and 
had not significantly improved road conditions.  

B. Expected Impacts, Outcomes, and Outputs 

5. The project’s impact was the sustainable economic and social development in Yunnan 
Province. The expected outcome was an efficient, safe, sustainable, and environment-friendly 
road transport system in the project area. 
 
6. There were four outputs:  

(i) Output 1: Construction of Longling–Ruili Highway Corridor. This comprised 
of (a) a new 135 km, four-lane, access-controlled expressway and 23 km of class 
II highway from Ruili to Nongdao with a design speed of 80 km per hour; 
(b) landscaping along the right of way by 2015; and (c) road safety features and 
standards applied to the expressway by 2015. 
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(ii) Output 2: Improved local road network conditions in Yunnan. This comprised 
of (a) rehabilitation of 605 km of local roads; (b) road safety remedial measures for 
accident-prone sites introduced by 2015; and (c) at least 200 trees per km planted 
along improved local roads.  

(iii)  Output 3: Improved rural road conditions in Dehong Prefecture. This covered 
(a) maintenance of 650 km of township and village roads; (b) increasing the share 
of rural population with access to all-season roads in Dehong from 60% in 2010 to 
80% by 2015; (c) establishing 55 road maintenance women groups for routine road 
maintenance by 2015; and (d) four county communication bureaus contracting 
55 village maintenance groups—with 40% of group members being women—for 
routine road maintenance by 2015.  

(iv)  Output 4: Enhanced performance by selected road agencies and road 
maintenance groups through capacity building. This involved (a) the Yunnan 
Provincial Highway Development and Investment Company (YHIC) managing the 
project expressway on time and within budget by 2015; (b) the Yunnan Provincial 
Highway Bureau (YPHB) applying good practices, such as contracting out periodic 
road maintenance work, on non-project roads by 2015; (c) four county 
communication bureaus in Dehong Prefecture applying planning, performance-
based contracting, and inspection of maintenance work based on Community-
Based Routine Road Maintenance by Women’s Groups Guide for 
Communications Bureaus by 2015; (d) 55 road maintenance women groups 
trained and capable of undertaking routine road maintenance activities based on 
the Community-Based Routine Road Maintenance by Women’s Groups Manual 
for Maintenance Groups by 2015; and (e) 20% of road maintenance group 
members establishing household income-generating activities by 2015. 

C. Provision of Inputs 

7. The loan was approved by the Asian Development Bank’s (ADB) Board on 2 December 
2010, and was effective on 26 September 2011, about 3 weeks later than expected. The loan 
closed on 14 October 2016, some 3.5 months later than the expected date. 
 
8. The project was estimated to cost $1,753 million at appraisal, including financing charges 
during construction of $117.5 million, and taxes and duties of $44 million. ADB provided a loan of 
$250 million from its ordinary capital resources to finance 14.3% of the project cost, including 
taxes and duties on expenditures on items funded by ADB. The government financed 
contingencies and financing charges during implementation. The remaining cost was to be 
financed by the Ministry of Transport, the Yunnan provincial government, and cofinancing through 
loans from the Bank of China and the China Construction Bank. 

 
9. The central government was the borrower. ADB loan proceeds were made available to 
the Yunnan provincial government as loans. Yunnan provincial government on-lent the loan 
proceeds to the YPDOT which funded $20 million for output 2 and onlent $230 million to the 
YHIC for outputs 1 and 4. The YPDOT and LongRui Expressway Company (LREC) assumed the 
exchange rate and interest rate risks. All onlending under the project was on the same financial 
terms and conditions as those of the ADB loan to the central government. 
 
10. At completion, the total project cost was $1,879 million, 7.2% higher than the appraisal 
estimate. ADB financed 13.2% of the total project cost, less than programmed, because of the 
higher actual cost. The LRHC cost about $88 million or 5% more than the estimate. Actual cost 
was higher than expected because of cost increases in (i) land acquisition and resettlement by 
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141%, (ii) civil works by 22%, and (iii) environmental mitigation and protection by 12%. Increases 
were partly offset by reductions for mechanical and equipment, a 50% reduction, and interest 
during construction, a 26% reduction. The cost of local road maintenance and rehabilitation 
increased by 41% to about $41 million, of which $4 million was the cost to rehabilitate an additional 
31 km of road, and the balance to increases in additional works because of more than expected 
deterioration of some roads, and cost increases for labor and materials. Actual costs for the 
community-based rural road maintenance and capacity building were $1.09 million and 
$1.23 million, respectively, lower than the estimates at appraisal. This actual cost per km for the 
community-based rural road maintenance was lower compared to the original estimate because 
of the shift from volume-based to performance-based contracting, the reduced international 
consulting input of 6.47 person-months less than the estimate at appraisal, and the reduction in 
international training. 
 
11. Some 40 person-months international consulting services were proposed at appraisal for 
project management and training at an estimated cost of $2 million. Recruitment of these services 
took 1 year from late September 2011, when the request for approval of a revised terms of 
reference was received by ADB. The international consulting firm for project management 
provided 33.5 person-months of input. The services of bridge, tunnel, and pavement experts were 
canceled since Yunnan had access to their own high-caliber experts. 

 
12. The project’s environmental, resettlement, and indigenous peoples’ categorizations were 
all rated A. The project had potential adverse environmental impacts, such as noise, vehicle 
emissions, use of fertile land, soil erosion, and resettlement. The project was expected to affect 
35 administrative villages of 12 townships in Longling county of Baoshan City, Luxi City, and Ruili 
City of Dehong prefecture. Some 770 hectares of land were to be acquired and 74,000 square 
meters of houses were to be demolished, affecting about 27,500 persons. About 1 million people 
were expected to benefit directly in the LRE influence area, of which 38% were estimated to be 
ethnic minorities. 
 
13. The project acquired 13,970.2 mu2 of land and 64,024.7 square meters of housing was 
demolished, displacing 297 households. The project affected a total of 7,077 households or some 
29,859 persons. The majority of environmental mitigation measures were implemented to the 
required standard. Some soil disposal and asphalt mixing station sites, especially those with 
slopes and landscaping were washed away by heavy rains in 2016. Only 2,876 meters (m) of 
noise barriers of the planned 10,823 m were installed. 
 
14. A small-scale technical assistance (TA) budgeted at $200,000 was proposed to support 
community-based rural road maintenance. It was funded from ADB’s TA Special Fund. The 
TA was to be matched by a government counterpart in-kind contribution of $40,000. The 
TA financed on-the-job training, safety equipment and supplies, and consulting services; and had 
two outputs: (i) rural road maintenance capacity building and skill enhancement programs for the 
poor, vulnerable groups, and ethnic minorities; and (ii) preparation of a strategy and action plan 
for gender mainstreaming and support for livelihood opportunities. In 2012, the TA amount was 
increased by $50,000 to prepare a draft regulation for continuing maintenance of rural roads by 
women’s maintenance groups on a performance basis and improve road maintenance manuals. 
The TA completion report3 rated the TA successful since it achieved its intended outputs and 
outcomes. Twenty-eight women maintenance groups were established and conditions of 

                                                
2  A mu is a Chinese unit of measurement (1 mu = 666.67 square meters or 1 hectare = 15 mu). 
3  ADB. 2013. Technical Assistance Completion Report: Community-Based Rural Road Maintenance by Women Ethnic 

Minority Groups in Western Yunnan in the People’s Republic of China . Manila. 
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248.8 kilometers (km) rural roads were improved, exceeding the targets of 20 maintenance 
groups and 200 km roads. Dehong Dai and Jingpo Autonomous Prefecture Communications 
Bureau issued the official regulation in September 2012. Two manuals, one for maintenance 
groups and one for the communication bureaus, were published in December 2012. The Yunnan 
provincial government amended its policy on the provincial fuel tax subsidy and increased the 
share of the subsidy allocated for routine maintenance to 50%. Besides the international 
consultants, some 61 contracts for domestic consulting services were entered into and these 
followed government procedures.   

D. Implementation Arrangements 

15. The YPDOT was the executing agency responsible for the overall implementation of the 
project and the implementing agency for output 4. The LREC, the YPHB, and the Dehong Dai 
and Jingpo Autonomous Prefecture Communications Bureau were the implementing agencies for 
outputs 1, 2, and 3, respectively. The LREC had offices for engineering and environmental 
protection and soil conservation, contract management, construction supervision, resettlement, 
and safety and security. A deputy general manager seconded from Dehong Transport Bureau 
headed the office for land acquisition. The LREC and Dehong environment and water resource 
bureaus set up a public complaint center for the project. Four consulting firms were engaged to 
oversee implementation of the civil works contracts at nine sites, with each one having an 
environmental engineer for supervision. Five firms were contracted to supervise the 
implementation of the environmental management plan, monitor water quality and soil 
conservation, assess the results, and prepare for the domestic environmental monitoring reports. 
Two firms were hired to prepare and monitor the implementation of the land acquisition and 
resettlement plan, social action plan, and ethnic minority development plan, and also the social 
impact of the project. 
 
16. Of the 41 loan covenants, 39 were complied with, one became irrelevant, and another was 
not fully complied with. The latter related to the financial covenant that required the LREC to 
maintain a debt–equity ratio of not more than 70:30, a working ratio of not more than 15%, and a 
debt service coverage ratio of not less than 1.2. However, this was irrelevant because the 
company was responsible only for the construction of the expressway and not its operations—it 
had neither operating revenues nor expenses. The covenant on the environment was not fully 
complied with. The environmental impact assessment and environmental management plan were 
not updated following alignment changes of the LRHC. Despite the absence of an updated 
environmental management plan, the external environmental monitoring reports and ADB’s loan 
review missions noted that the environmental mitigation measures and environmental monitoring 
locations during construction had been adjusted for the revised alignment. The covenants relating 
to the resettlement plan, the ethnic minority development plan, gender action plan 
implementation, and other social issues, such as those relating to health and labor, were complied 
with. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

17. The project completion report (PCR) rated the project highly relevant and noted that it 
completed a missing link within the national expressway network, improved road conditions of the 
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national and provincial highways in Yunnan, and maintained the sustainability of rural roads.4 It 
was aligned with the government’s and ADB’s strategies to promote inclusive growth and 
balanced development across the country’s eastern and western regions, and between urban and 
rural areas, and it promoted regional cooperation. The project was included in the country 
partnership strategy of 2008–2010 and the Greater Mekong Subregion regional cooperation 
operations business plan for 2010–2012. 5  The inclusion of community-based rural road 
maintenance using performance-based contracts addressed the funding shortage for maintaining 
rural roads, improved rural accessibility to markets and social services, and assisted poor women 
in the rural communities. It had a significant demonstration impact with respect to other 
ADB projects. 
 
18. The relevant TA was well designed and corroborative with the project to (i) promote 
community-based road maintenance which were subsequently upscaled in Ningxia and Yunnan 
provinces; (ii) increase the share of the provincial fuel tax subsidy; and (iii) increase 
HIV awareness and testing among construction workers and nearby communities. The 
PCR noted that there was no major change in the project scope during implementation, nor any 
major changes in project design. Only the change of road alignment was the exception. This 
validation concurred the rating of the PCR as highly relevant. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

19. The PCR rated the project highly effective. All outcome targets except one were either 
achieved or exceeded. The completed LRHC reduced the travel time from Longling to Ruili from 
4 to 2 hours. Rehabilitated local roads enabled speeds of 35 to 60 km per hour. The percentage 
of YPHB-managed non-tolled ordinary roads that were in good condition increased from 35% in 
2009 to 82.7% in 2015, exceeding the 50% target and 1 year ahead of the planned date. Dehong 
prefecture increased the percentage of township roads that were in good condition from 27% in 
2008 to 50.1% in 2014, ahead of the targeted year of 2016. Nevertheless, road crash fatalities in 
Yunnan increased from 4.8 per 10,000 registered vehicles in 2008 to 5.5 in 2015, indicating 
declining road safety. 
 
20. The PCR noted that the project achieved or exceeded 13 of the 14 output indicators. One 
of them6 could not be measured since there was no available data. The LRHC, along with 
landscaping and safety facilities, was completed as scheduled. Local road rehabilitation with 
safety features exceeded the target by 31 km. Appendix 1 in the PCR shows that 4,714 km of 
township and village roads were maintained under performance contracts by 2015 (80% of the 
total) compared to the target of 650 km. About 80% of the rural population in Dehong prefecture 
had access to all-weather roads by 2015. The project expressway was being operated and 
maintained by the YHIC since 2015 and the YPHB procured road maintenance works from 2003. 
All five county communication bureaus in Dehong prefecture adopted performance-based 
contracting. The township and village roads in Dehong prefecture were maintained by 
69 maintenance groups with women comprising 90% of the workers. In 2012, the 
YPDOT produced two manuals prepared under the supporting small-scale TA. However, the 
PCR presented no evidence that 20% of road maintenance group members established 
household income generating activities by 2015. Nevertheless, this validation supports the highly 
effective rating. 

                                                
4 ADB. 2017. Completion Report: Yunnan Integrated Road Network Development Project in the People’s Republic of 

China. Manila. 
5 ADB. 2008. Country Partnership Strategy: People’s Republic of China, 2008–2010. Manila; and ADB. 2009. Regional 

Cooperation Operations Business Plan: Greater Mekong Subregion, 2010–2012. Manila. 
6 Twenty percent of road maintenance group members established household income generating activities by 2015. 
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21. Performance-based contracts reduced management costs and expanded opportunities 
for women. The rural road maintenance component of the project created jobs for 261 poor 
people, of whom 90% were women, and generated about CNY2.4 million additional income for 
them. Women accounted for 38.5% of the local workforce for the construction of the LRHC, and 
51.5% of the workforce for operating and maintaining the expressway. 

C. Efficiency of Resource Use 

22. The PCR rated the project efficient in achieving the intended objectives. Despite the start-
up delay, the 5-year implementation period remained unchanged and ADB’s loan account was 
closed during the 4-month grace period. The economic viabilities of the project were re-evaluated 
and the PCR found that the LRHC was marginally economically viable, and the local road 
rehabilitation program was strongly economically viable. At appraisal, the economic internal rate 
of return (EIRR) for the LRHC was estimated at 15%, and for the local road rehabilitation, 89%. 
The economic re-evaluation at project completion resulted in an EIRR of 12.6% for the LRHC, 
slightly above ADB’s threshold of 12%. The EIRR for the rehabilitated local roads components 
averaged 77%, indicating strong economic viability. The recalculated EIRRs were lower than at 
appraisal due to increase in the economic costs. The PCR discussed financial viability in the 
section on efficiency, when it should have been dealt with in the sustainability section. The 
financial internal rate of return (FIRR) is a measure of sustainability and not efficiency. 
 
23.  Regarding the computation of EIRRs, the PCR was not clear why the shadow wage rate 
factor was based on the daily minimum wage adjusted by the income tax rate and the 
unemployment rate. Income tax and the unemployment rate have no relation to the opportunity 
cost of unskilled labor. Instead, the economic wage should have been based on the reservation 
wage, that is, the economic price that determines the monetary compensation required to take on 
work in the case of unemployed unskilled labor. In the case of unskilled labor that work in informal 
activities, the economic wage should have been based on the value of production lost. For scarce 
or skilled labor, the shadow wage rate factor should have been 1.0 and not adjusted by the income 
tax rate. 

 
24. In addition, the PCR should have provided more information on the land that was acquired 
for the project. It seems that little productive land, that is, land used in agriculture was acquired 
according to paragraph 4, Appendix 13 of the PCR: “The increased land acquisition did not affect 
the people’s livelihood because most of the land comprised existing roads and forest 
land/wasteland.” Therefore, the discounted economic opportunity cost of land would have been a 
minor cost. In any case, this value should not have been adjusted by a standard conversion factor 
as noted in footnote 1 of Appendix 11 of the PCR,7 since domestic price was the numeraire. If the 
output of the land was tradable, then adjustment should have been with the shadow exchange 
rate factor. If non-tradable, then no adjustment was necessary. 

 
25. The PCR indicates that process efficiency was satisfactory. Despite the 6–12 months 
delay in commencement, the LRHC was completed in 2015 as scheduled. 8  Therefore, this 
validation rates the project efficient, notwithstanding the methodological issues highlighted above 
regarding the identification, quantification, and valuation of economic benefits. 

                                                
7  “In line with the PRC directives, the opportunity cost of lost production is estimated assuming 5% real annual growth 

in production (reflecting increasing productivity and conversion to crops of higher value). The stream of the projected 
value of lost production was discounted at 12%, adjusted by the standard conversion factor, and included as a first-
year implementation cost.” 

8   Footnote 4, para. 19. 
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D. Preliminary Assessment of Sustainability 

 
26. The PCR rated the project likely sustainable. The LRE was technically and financially 
sound and was expected to be self-sustaining. The YHIC manages operation and maintenance 
(O&M) of the expressway, and also manages 90% of Yunnan’s expressways. The government is 
increasing the funding allocation to Yunnan for road rehabilitation and maintenance. Maintenance 
funding increased by 300% from 2010 to 2015. The YPHB maintains the national and provincial 
highways, and Dehong prefecture and county communications bureaus construct and maintain 
rural roads. 
 
27. The financial net present value and FIRR were recalculated for the LRHC. The 
recalculated financial net present value and FIRR were CNY3,122 million and 3.9%, respectively. 
The after-tax weighted average cost of capital (WACC) was recalculated using the actual capital 
funding and the costs of the financing sources. The revised WACC was 1.7% and therefore the 
expressway was considered financially viable. A sensitivity analysis was conducted to test the 
impact of variations in O&M costs and revenues. The FIRR was expected to remain above 
WACC when revenue was 20% less than forecast, and O&M costs were 20% higher. Under the 
scenario with 20% less revenue and 20% higher O&M costs, the FIRR fell to 2.5% but was still 
higher than WACC. 

 
28. This validation notes that the PCR excluded taxes from the capital cost of the project when 
recalculating the FIRR.9 This underestimates the capital cost and over-estimates the FIRR. The 
PCR did not assess the financial performance of YHIC, the company that managed the highway 
component. The PCR also did not assess the adequacy of budgetary allocations for maintaining 
rural roads in Dehong prefecture. Nevertheless, this validation concurs that the project is likely 
sustainable. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impact 

29. The PCR stated that the project improved road conditions in Yunnan and contributed to 
province’s double-digit GDP growth, which averaged 11% from 2011 to 2015. Dehong prefecture, 
where the major project components were located, particularly benefited. The PCR reported that 
the construction of the LRHC contributed at least CNY2.76 billion to Dehong prefecture’s 
economy through employment and purchase of local materials, such as sand, stone, cement, fuel, 
and food. As a result of the project and other government poverty reduction efforts, the rural 
poverty incidence in Dehong prefecture fell from 15% in 2008 to 6.1% in 2015. In addition, the 
project influenced Yunnan’s approach to road rehabilitation and maintenance and exposed the 
province to international best practices. These helped to refine its rules and practices in road 
maintenance.  
 
30. During the construction of the LRHC, employment favored ethnic minorities. Of the total 
196,408 person-months non-skilled laborers for civil works and supervision, 32,825 or 
16.7% were sourced locally, of which 20,052 person-months or 61.1% were from the ethnic 
minorities. The PCR reported that construction of the LRHC also directly contributed to the 
improvement of housing conditions for 1,300 ethnic minority households by implementing the 
ethnic minority development and resettlement plans. Combined with other government poverty 
reduction initiatives, poverty incidence among rural ethnic minorities in Mangshi fell from 9.8% in 

                                                
9  Footnote 4, Appendix 12, para. 4. 
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2012 to 5.4% in 2015; in Ruili, from 10.1% in 2012 to 6.6% in 2015; and in Longling, from 54.2% in 
2012 to 39.3% in 2015. 

 
31. The PCR did not rate the development impact of the project. It noted that paved roads in 
Yunnan in 2015 was 37.83% which exceeded the 2020 target of 25%. Also, the contribution of 
the primary sector, mainly agriculture, forestry, and mining, to Yunnan’s GDP in 2015 was 
estimated to be 15%. Rural poverty in Dehong prefecture was estimated at 6.15% in 2015.10 
These indicators were in line with the impact targets. However, it was difficult to attribute them 
solely to the project. Nevertheless, this validation rates the development impact of the project as 
satisfactory. 

B. Performance of the Borrower and Executing Agency 

32.  The PCR states that the borrower and executing agency performed satisfactorily. The 
Ministry of Transport provided its share of financing as expected. The provincial government, 
through the executing agency, ensured that a team of qualified staff was on the ground to manage 
the implementation of the project. The project outperformed targets for the paved road network, 
and the percentage of national and provincial highways and township roads in good condition in 
Dehong prefecture. However, there were a number of issues. First, lapses of compliance with 
national environmental regulations that required prior approval for major road alignment changes. 
Road crash fatalities in Yunnan remained high and appear to be increasing. The executing agency 
delegated its project responsibilities to the implementing agencies and missed an opportunity to 
develop a team within the YPDOT familiar with international rules and practices. The YPDOT did 
not take prompt action on the loan savings, which were canceled at account closure. Although 
the executing agency followed prequalification and bidding procurement procedures, it did not 
take advantage of ADB procurement reforms, which offered more efficient options. This validation 
concurs that the borrower and executing agency performance is satisfactory. 

C. Performance of the Asian Development Bank and Cofinanciers 

33. The PCR rated ADB’s performance satisfactory. ADB processed procurement documents 
efficiently, provided timely guidance, and prevented disagreements on contract awards 
recommendations. It had advised the executing agency and implementing agencies to use the 
single-stage two envelope bidding procedure, instead of prequalification and bidding, to improve 
efficiency without compromising the qualification assessment for procurement of civil works for 
the LRHC. However, the advice was not taken because the executing agency had only approved 
the use of ADB prequalification documents, while the review and approval of different bidding 
documents would take more time. For disbursement, ADB convinced Yunnan to use ADB’s direct 
payment procedure and processed 98 withdrawal applications for direct payment (84% of the 
total) in 4.7 working days on average, shorter than the service level standard of 5 working days. 
ADB provided guidance on contract closure, alerted Yunnan provincial government to possible 
loan savings, and urged the provincial government to either make use of them or cancel the 
balance to minimize financing charges. This validation concurs that ADB’s performance was 
satisfactory. 
 

                                                
10 Footnote 4, Appendix 1. 
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings 

34. The PCR rated the project highly successful. The project design and formulation were 
consistent with the government’s Western Development Strategy11 and ADB’s country assistance 
program, which supported inclusive growth, poverty reduction, and regional cooperation. The 
combination of constructing a major expressway, rehabilitating national and provincial highways, 
and maintaining the rural roads drew the cooperation of road authorities from county to provincial 
levels, addressed the needs of road users, and contributed to the inclusive and balanced 
development of the road sector. The project was implemented as conceived with no major 
changes, apart from the highway alignment, to the project design or implementation 
arrangements. The project was highly effective and efficient in achieving the intended outputs and 
outcomes and made a major contribution to poverty reduction in western Yunnan. Implementation 
was efficient in both process and achieving the economic and financial benefits. No major 
difficulties were experienced in procurement, and disbursement was exemplary in terms of 
efficient use of ADB’s financing. Land acquisition and resettlement and social safeguards were 
successfully implemented. Environmental site management and reporting were generally 
compliant during implementation. Construction of the LRHC and rehabilitation of the national and 
provincial roads were completed as scheduled and in accordance with technical standards. The 
FIRR compared favorably with WACC, indicating that the expressway is financially sound. 
Maintenance of the rural roads by women using performance-based contracting continued to be 
practiced and will likely be replicated elsewhere in the PRC. The project will likely be sustainable, 
given the O&M arrangements, technical and management capacity, and government preferential 
policies for allocating funding to support less developed provinces. The table below provides 
ratings for each validation criteria at project completion and assessed for this validation. 

Overall Ratings 

Validation Criteria PCR IED Review 

Reason for 
Disagreement and/or 

Comments 
Relevance Highly relevant Highly relevant  
Effectiveness  Highly effective Highly effective  
Efficiency  Efficient Efficient  
Sustainability Likely sustainable Likely sustainable  
Overall Assessment Highly 

successful 
Highly 

successful 
 

Preliminary 
Assessment of Impact 

No rating Satisfactory  

Borrower and Executing 
Agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory See para. 43.  

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

 
35. This validation concurs that the project was highly relevant, highly effective, efficient, and 
likely sustainable. The overall rating is highly successful. 

                                                
11 Government of the People’s Republic of China. 2000. Western Development Strategy. Beijing. 
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B. Lessons 

36. The PCR identified five factors behind the success of the project and five issues that could 
have improved project implementation. This validation, however, does not view these as lessons 
but rather as implementation issues. 
 
37. Country-level lesson. None. 
 
38. Sector-level lessons. The validation has identified that the combination of major 
expressway construction and link roads improvement, including national and provincial highways 
and rural roads, contributes to inclusive economic growth. On financing, ADB financed 13.2% of 
the project cost with the balance provided by the national and provincial governments including 
loans from the Bank of China and the China Construction Bank. Leveraging funds was a key 
aspect of ADB financing under the project. This approach could be adopted much more in future 
operations where syndicated loan packaging with commercial banks could be encouraged, thus 
increasing development financing for programs and projects. The presence of ADB in such a 
consortium gives added credence to the project’s viability.  
 
39. Project-level lessons. The validation views that community-based routine rural road 
maintenance by women proved successful resulting in lower costs and improved work. The 
approach, using performance-based contracting, addressed the funding shortage to maintain 
rural roads and assisted poor women in rural communities. This approach to routine rural road 
maintenance should prove to be a model for similar activities in other provinces not only in 
PRC but also in other countries. In addition, a better design of consulting services is needed to 
more adequately assess the quality of expertise available locally. Under the project, the services 
of bridge, tunnel, and pavement experts were canceled from the consulting services since Yunnan 
had their own experts. Better due diligence of local technical capacity is needed in future projects. 
 
40. Results framework and methodology level lessons. The validation further recognizes 
that there is a need for ADB projects to further strengthen the quality of economic analysis, 
particularly in the areas of quantification and valuation of economic benefits, and shadow pricing, 
to strengthen reporting on project performance. The methodology needs to be better understood 
by all, and more consistency is required by ADB staff, consultants, and the government in such 
analyses. Perhaps better and more explicit guidelines are called for. On road crashes in Yunnan 
which remain high and appear to be increasing, this suggests that either the road safety features 
included in the project were inadequate, and/or increased traffic volumes and vehicle speeds 
inevitably lead to more fatal accidents. It was unwise to target the reduction in such fatalities at 
the outset without more research into the causes of such accidents. The relationship between 
road improvements and road crash fatalities needs to be researched further. 
 
C. Recommendations for Follow-Up 
 
41. The PCR made seven recommendations. This validation has no further recommendations 
to offer. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

42.  The project agreement required that the YPDOT ensure that “(a) Project impact is 
monitored and evaluated through a Project performance monitoring system, as agreed to by the 
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YPDOT and ADB, to ensure that Project facilities are managed efficiently, benefits are maximized, 
and social impacts are monitored, including gender-disaggregated data, wherever possible; 
(b) the necessary information and data on project Performance is collected before project 
implementation, at completion of the Project, and 3 years thereafter; and, (c) the reports 
summarizing the key findings of monitoring are submitted to ADB.”12 The PCR indicated that this 
covenant was complied with and that project progress reports and completion reports included 
employment data and value of locally sourced goods and materials. The project progress and 
completion reports are insufficient to be considered a project performance monitoring system and 
fall short in collecting data to ensure that benefits and social impacts are monitored. The PCR did 
not discuss the design, implementation, or utilization of the project performance monitoring 
system. 

B. Comments on Project Completion Report Quality 

43. The PCR is clear and generally follows ADB’s Project Administration Instruction 6.07A13 
although a few minor editorial inconsistencies were noted. Lessons in the PCR seemed to be 
implementation issues, rather than lessons. Recommendations were satisfactory. Overall, 
PCR quality is assessed as satisfactory. 

C. Data Sources for Validation 

44. This validation is based on the report and recommendation of the President, PCR, and 
mission reports. 

D. Recommendation for Independent Evaluation Department Follow-Up 

45. No further IED follow up is recommended. 

                                                
12 ADB. 2011. Project Agreement for the Yunnan Integrated Road Network Development Project between Asian 

Development Bank and Yunnan Province Government of the People’s Republic of China. Manila. Schedule 10, para. 
10. 

13 ADB. 2009. Project Completion Report for Sovereign Operations. Project Administration Instructions. PAI 6.07A. 
Manila. 
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