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I. PROJECT DESCRIPTION 

 
A. Rationale 
 
1. Heilongjiang is an important potential economic corridor in the extreme northeast of the 
People’s Republic of China (PRC), bordering the Inner Mongolia Autonomous Region from the 
west, and the Russian Federation to the north and east.1 Harbin, its capital, has an active river 
port, one of eight inland ports in the PRC, and the largest of its type in northeast China. 
Heilongjiang, Jilin, and Liaoning provinces and sections of the Inner Mongolia Autonomous 
Region are designated as key areas for the state’s revitalization policy and reform measures.  
For its socioeconomic development, Heilongjiang approved a 3-year plan focusing on road 
development during 2008–2010. By the end of 2010, Heilongjiang had 151,563 kilometers (km) 
 
 
 

                                                
1  ADB. Completion Report: Second Heilongjiang Road Network Development Project in the People’s Republic of 

China. Manila. 
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of roads consisting of 2,053 km of expressways, 1,085 km of class I, and 8,915 km of class II with 
over 96% of townships having all-weather road access.2 
 
2. The project completion report (PCR) also noted that despite its locational advantage and 
road development plan, Heilongjiang’s per capita gross domestic product was CNY27,076 in 
2010, 12.3% below the national average (footnote 1). This was exacerbated by substandard basic 
infrastructure, particularly the road network and road conditions in the province. The road network 
was concentrated around Harbin and there were large areas with underdeveloped road networks 
in the north, causing transport bottlenecks. For example, lack of network capacity in the northeast 
and northwest sections of the province restricts regional economic development and tourism.  
This situation had negative effects on other industries, including agriculture and local labor 
markets. Also, poor maintenance resulted in deteriorating road conditions due to aging 
infrastructure. 
 
3. The Heilongjiang Provincial Transport Department (HPTD) prepared a project feasibility 
study in 2008 to explore possible improvements in the economic viability of target areas, foster 
domestic and international trade, facilitate interregional integration, and reduce poverty  
(footnote 1). The Asian Development Bank (ADB) approved a project preparatory technical 
assistance in August 2008 to assess the project’s technical feasibility, financial profitability, and 
economic viability, including its environmental and resettlement impact.3 These aspects were 
confirmed upon the technical assistance’s completion in September 2009.4 
 
B. Expected Impacts, Outcomes, and Outputs 
 
4. The project’s targeted impact was realization of a more balanced economic development 
in Heilongjiang province. Its envisaged outcome was a more resource-efficient, safe, and 
environment-friendly road transport in the province. The project had four intended outputs,  
as follows: (i) operationalization of the provincial highway and associated facilities between 
Yichun and Nenjiang, (ii) operationalization of a road asset management system (RAMS),  
(iii) introduction of rural bus services in the project area, and (iv) strengthening of institutional and 
staff capacity.5 
 
C. Provision of Inputs 
  
5. The loan was approved by ADB in April 2010. The loan closing date was in January 2016, 
which was 6 months delayed than planned due to difficulties in completing activities for 
strengthening institutional capacity. There was no technical assistance attached to the project. 
Compared to the approved total cost of the project, the actual cost decreased by 1.6%. While 
ADB’s portion decreased by 0.2% and the government’s portion decreased by 4.9%, the 
Agricultural Bank of China’s portion increased by 0.5% (Table 1). 
 
 
 

                                                
2  Footnote 1, para. 1. PRC road standards include multilane, high-speed national expressways and four classes of 

roads.  Class I: multilane national and provincial highways; Class II: two-lane main roads; Class III: two-lane roads, 
mostly used for local connections; and Class IV: two-lane or single-lane feeder roads. 

3  ADB. 2008. Technical Assistance to the People’s Republic of China for Preparing the Heilongjiang Road 
Development II Project (Yichun-Nenjiang). Manila. 

4  Footnote 1, para. 3. 
5  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of China for the Second Heilongjiang Road Network Development Project. Manila. 
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Table 1: Appraised and Actual Project Costs 
($ million) 

Component Appraisal Estimate Actual 
A. Investment Costs 

1. Road civil works 
 

       683.33 
 

835.70 
2. Road maintenance works 50.00 7.29 
3. Bus station works 0.88 0.87 
4. Consulting services 16.02 1.48 
5. Equipment and installation 26.17 18.64 
6. Resettlement 45.32 42.45 
7. Project management 40.23 53.12 

Total Base Cost (A) 861.95 959.55 
B. Contingencies 

1. Physical 
 

         44.42 

 
0.00 

2. Price 19.28 0.00 
Subtotal (B) 63.70 0.00 

C. Financing Charges during Construction 
1. Interest 

 
72.09 

 
22.59 

2. Commitment charges 0.41 0.40 
Subtotal (C) 72.50 22.99 

Total Project Cost (A+B+C) 998.15 982.54 
Source: ADB. 2017. Completion Report: Second Heilongjiang Road Network Development Project in the People’s 
Republic of China. Manila.  

 
6. Although the total project cost did not vary significantly, large differences between 
appraisal and actual costs were noted in numerous components. Road civil works cost increased 
by 22.3% due to price and quantity differences, which were covered from the contingency of  
$63.7 million or 9.3%. Moreover, the exchange rate difference between the yuan and US dollar 
from appraisal to actual dates was 11.8%.6 If the figures in Table 1 were expressed in yuan, the 
percentage difference between appraisal and actual cost in civil works would be lower. 
 
7. The actual cost of road maintenance works was 85.4% lower than appraisal. This 
validation noted that the appraisal cost was in yuan instead of US dollar.7 This was an oversight 
during due diligence at the project preparation stage, which was not noticed until validation and it 
affected the accuracy of the project cost and resultant economic and financial assessments, 
as well as the share of project financing by source in the project proposal. According to the PRC 
Resident Mission, “the costs of consulting services and project management were hard to split in 
the government account.” For this reason, instead of assessing them separately—the cost of 
consulting services was reduced by 90.8%, but the project management cost was increased to 
32%—this validation investigated the combined actual cost. The combined actual cost for 
consulting services and project management was 2.9% lower than the combined estimates. 
 
8. The actual cost of financing charges during construction was 68.3% lower than at 
appraisal. According to the resident mission, “the interests from domestic bank loan after 
construction acceptance were not included into the project final cost based on the internal 
arrangement.” The nature of the “internal arrangement” is not known. The institutional capacity of 
HPTD and Heilongjiang Provincial Highway Bureau (HPHB) was strengthened using consulting 
services and training. At appraisal, a total of 22 person-months of international consulting services 
were planned; however, at completion, a total of 37.86 person-months of consultant services were 

                                                
6  From 22 April 2010 to 13 January 2016, the CNY per US dollar appreciated from 6.83 to 6.11. 
7  An email dated 26 February 2018 from the PRC Resident Mission was received by IED. It provided explanations on 

the consulting services and project management costs—as part of the interdepartmental comment on the draft project 
completion report validation report. 
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used, including 15.61 person-months for implementation supervision, 6.25 person-months for 
improving road maintenance, 2 person-months for road asset management system (RAMS), and 
14 person-months for improving the rural bus service. Except for the international RAMS 
specialist, the selection of other consultants was delayed by 1 year due to revisions in the 
technical proposal evaluation reports by the China International Tendering Company, the 
procurement agency retained by the executing agency. 
  
9. The project’s environmental categorization is A. Due to large numbers of affected people 
(2,640 households with approximately 14,000 individuals), the project’s involuntary resettlement 
category is A, and category B for indigenous peoples. 
 
D. Implementation Arrangements 
 
10. In general, the envisaged institutional arrangements were followed by HPTD and HPHB 
during implementation. HPTD was the executing agency responsible for the overall 
implementation. It established the project management office (PMO), which was the agency that 
implemented the construction of project roads, introduction of rural bus services in the project 
area, and strengthening of institutional and staff capacity. The PMO, through a program manager, 
oversaw the day-to-day implementation and provided construction supervision and quality control. 
A Project Pilot Secretariat formed by the Bei’an City Transport Bureau was responsible for 
implementing the rural village bus services pilot project. HPHB was the implementing agency for 
operationalizing the RAMS in Heilongjiang. A PMO under HPHB was responsible for the activities 
of improving road maintenance. The PMO conducted on-the-job training and study tours and the 
staff also participated in other training programs. The expressway and class I roads were operated 
and managed by the Toll Roads Administration Bureau under HPTD, while the class II roads were 
maintained by HPHB. 
 
11. The consultants engaged to assist in project implementation established good working 
relationships with HPTD and HPHB and complied with their respective terms of reference. The 
consultants for improving road maintenance completed their assignment, and the staff gained 
knowledge and enhanced their skills. The rural bus service consultants performed well during the 
pilot program in line with their contracts. The environmental management plan (EMP), 
resettlement plans, and social development action plan were prepared in accordance with ADB’s 
requirements. The domestic design institute designed the expressway, incorporating prevailing 
international best practices. 
 
12. No covenant was modified nor waived during implementation. The PCR noted that all loan 
covenants were complied with or were being complied. Based on the current financial analysis, 
HPTD is not expected to satisfy the debt service coverage ratio covenant of 1.00 in the first 
2 years of operation and 1.20 thereafter, due to lower traffic volume and toll revenue in the early 
years of operation. Such compliance requires additional support from the Heilongjiang Provincial 
Government and HPHB with the revenue generated from other expressways in the province. 
The Heilongjiang provincial audit office submitted the audited project reports on time. The PCR 
indicated that these were useful in addressing weaknesses in project implementation. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
13. The PCR rated the project relevant to the development strategies of the government and 
ADB. It indicated that the completion of the missing road link in north Heilongjiang benefited the 
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poor and rural areas, enabled rural transport services to reach remote and poor areas, and 
enhanced external investment and tourism development. Institutional capacity was strengthened 
through the implementation of a human resource development plan. Knowledge were gained 
during the project and capable staff were assigned to share these to other expressway projects. 
Substantial direct and indirect employment opportunities were created during implementation and 
in the operation and maintenance (O&M) of the expressway. 
 
14. This validation notes that project design and formulation were adequate. The intended 
outcome of economic growth in Heilongjiang province and the project area—through highway and 
other road improvements—did not duplicate the work of other development partners.  
The government strategy also promoted as a priority a modern, comprehensive transport system 
that features a reasonable structure, integrated functions, safety, and high efficiency. 8  
The envisioned outcomes are aligned with ADB’s country and sector strategies, including 
strategic agendas and drivers of change as two corporate priorities of ADB. The key thrusts of 
the country partnership strategy included resource efficiency by promoting efficient infrastructure 
and regional cooperation to enhance connectivity and facilitate trade and investment. The project 
design was appropriate to achieving intended outcomes.9 However, the outcome targets could 
have been more relevant if these provided targets at project completion rather than some years 
after the project is completed (i.e., traffic volume target in 2033, road accidents in 2020, fuel 
savings in 2034, average international roughness by 2020). Nonetheless, given the project’s 
relevance to the government’s development objectives and plan, and to ADB’s strategy,  
this validation assesses the project relevant. 
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
15. The PCR rated the project effective in achieving its intended outcome. It indicated that the 
improved transport conditions and shorter distances have provided better road connectivity to the 
people living along the project highways and have attracted more tourists to Wudalianchi. 
Although the annual average daily traffic (AADT) on the project expressway in 2015 was lower 
than projected at appraisal, 10  the expressway allowed safer, more efficient movement of 
passengers, and freight at lower cost. The travel time was significantly reduced by 6 hours in 
2015. The original distance of more than 800 km from Yichun to Nenjiang was reduced to 434 

km. The implementation of a comprehensive transport safety engineering resulted in the 
substantial fall in the number of serious road accidents and fatalities on the expressway.11 
 
16. The improved branch roads provided easier access for people and goods, thereby 
improving access to markets and social services, and increasing income opportunities from 
tourism. This contributed to poverty reduction in the region (footnote 1). The rehabilitated and 
newly built bus stations and improved bus services benefited the villagers. With the 
implementation of the pilot bus projects, bus fares and routes were adjusted to better meet the 
travel demands of the local population. Meanwhile, tourism revenues from 2012 to 2015 increased 
by 75% in Wudalianchi and 41% in Bei’an. 
 

                                                
8  Government of the People’s Republic of China. 2006. Eleventh Five-Year Plan on National Economic and Social 

Development. Beijing. 
9   ADB. 2008. Country Partnership Strategy: People’s Republic of China, 2008–2010. Manila. 
10 Footnote 1, Appendix 9, Table A9.2. There were 5,866 passenger car unit (pcu) for Yichun–Bei’an East (9,603 pcu 

at appraisal), then 6,190 pcu for Bei’an West–Wudalianchi (10,655 pcu at appraisal), and 4,897 pcu for Nenjiang–
Border (5,105 pcu at appraisal). 

11 Between 2012 and 2015, there were only 6 accidents, 3 fatalities, and 7 injuries compared with 138 accidents, 43 
fatalities, and 126 injuries in 2007. 
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17. The project was categorized as environmental risk category A due to its large geographic 
footprint, the construction of new expressways and class 1 roads, and the large number of 
contractors involved. As a result, HPTD established the environmental protection and soil erosion 
control office to oversee the EMP implementation and to deal with issues involving contractors 
and local communities. The project was also ranked category A for resettlement aspects mainly 
due to the large projected number of affected people (14,000 individuals) and land acquisition 
impacts. A comprehensive resettlement plan was prepared, which included social and economic 
survey and assessment of the conditions in the project area, entitlements, scheduling, 
consultations, grievance redress mechanism, monitoring, and reporting. The resettlement and 
land acquisition were carried out in accordance with the resettlement plan agreements. 
The project was rated category B for indigenous peoples. Accounting for 1.7% of the total 
population in the project area, the indigenous peoples were well integrated into the society at 
large. Hence, instead of a separate plan, specific actions were included in the Social Development 
Action Plan to give minority groups preferential treatment for employment and to support  
village-level development initiatives in affected villages. These actions, together with the 
resettlement plan, were considered sufficient to address the needs of the ethnic minorities 
affected by the project.12 
 
18. The project includes four project outputs. For output 1, all the five performance indicators 
were assessed and validated as achieved. Under output 2, the PCR noted that all the three 
performance indicators were achieved. This validation notes, however, that the achievement of 
one indicator (the road maintenance works of $50 million, selected by using RAMS, and 
implemented in 3 years from 2011 to 2013) could not be validated due to the error in the target 
value of $50 million at appraisal instead of $7.29 million. For the other two indicators, the project 
was able to put in place procedures that will help the government effectively plan for road 
maintenance. It involved a modern state-of-the-art technology and cooperation between HPHB 
and various service providers and experts for road maintenance. At project completion, the 
procedures were being followed by provinces under the comprehensive pavement management 
system agreement.13  For output 3, all the three performance indicators were assessed and 
validated as achieved. However, this validation notes that one indicator (formal bus services 
extended from 42 to 45 administrative villages in Bei’an City by 2014) was achieved after a 1-year 
delay. The delay can be attributed to settling land acquisition and resettlement issues covering 
2,640 households of approximately 14,000 individuals.14 Lastly, the PCR assessed all the four 
performance indicators under output 4 as achieved. This validation, however, notes that one 
indicator (proposal for realigning HPHB function are evaluated by HPTD in 2014) was not 
achieved. This was due to the draft policy to realign road maintenance management structure in 
highway bureaus that was published by the Ministry of Transport in 2015, which limits the 
proposed administrative realignment. The PCR further stated that the full-scale implementation 
of RAMS cannot be implemented (output 2) because of the 2015 draft policy to realign road  
maintenance management structure in highway bureaus. More details on which part of the RAMS 
will be affected could have helped validate its effect in the achievement of output 2 because of 
this policy.  
 

                                                
12 IED. 2018. Project Safeguard Assessment: Second Heilongjiang Road Network Development Project. 30 April 

(internal). 
13 The comprehensive pavement management system was developed by the central government to provide pavement 

management services to provincial governments through licensing agreements. The process put in place was on its 
initial stage and is expected to be improved over time. 

14 At appraisal, the estimates were 3,532 households of approximately 18,700 individuals. The midterm review report 
indicated that ADB received five resettlement monitoring and evaluation reports from 2010 to 2013 and that the 6th 
external resettlement monitoring and evaluation report will be submitted by the end of March 2014. The timing of the 
last report indicates delays in the implementation of the resettlement plan. 
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19. The project outcome is assessed based on two performance targets at project completion 
and five performance targets post-project completion. On the first two, one indicator (traffic on the 
new expressway will be AADT 9,517 pcu per day in 2014)15 was not met, with only AADT 3,500 
pcu per day in 2015. The other indicator (travel time between Yichun and Nanjiang reduced by 6 
hours by 2015) was achieved in 2012. For the other five targets, these were assessed based on 
the likelihood that these will be achieved, as follows: (i) class II road increased from AADT 3,927 
in 2014 to 12,933 in 2033 pcu per day, (ii) number of road accident fatalities per 10,000 vehicles 
in Heilongjiang reduced from 6.3 in 2007 to 4 in 2020, (iii) the average international roughness 
index of the provincial high-class road network is between 3 and 4 by 2020, (iv) bus route licensing 
and regulatory reform mainstreamed in Heilongjiang by 2020, and (v) fuel savings of 6 billion liters 
and carbon dioxide (CO2) emission reduced by 5.7 million tons due to reduced distance of 400 
km from 2015 to 2034. While targets (iii) and (iv) were already met, targets (i) and (ii) are on track 
and expected to be met, with traffic on the class II road at 2,300 pcu per day in 2015, and the 
number of road accident fatalities per 10,000 vehicles in Heilongjiang reduced to 5.56 in 2015. 
For target (v), it was reestimated based on actual traffic volumes—to generate fuel savings of 
200.1 million liters and CO2 emission reduction of 0.6 million tons from 2015 to 2034. Since it is 
unclear whether this new data is the new target or the output to date (if the latter, baseline is 
unclear), the achievement of this indicator cannot be validated. This validation assesses that five 
of the seven (71%) outcome targets are on track or were already met and 13 out of 15 (87%) 
output indicators were met.  
 
20. The project was classified as category A for the environment. The summary environmental 
impact assessment recommended that adverse environmental impacts would be minimized by 
credible and timely implementation of the EMP. During implementation, environmental monitoring 
and mitigation measures were carried out according to the EMP and the soil erosion protection 
plan. During construction, all contractors fulfilled their obligations to protect the environment and 
implement mitigation in their construction schemes. Thus, the adverse effects of project 
construction in the surrounding environment were minimized. No rare natural resources were 
affected. During operation, impacts on the ambient environment were minor and within the scope 
of the environmental impact assessment (footnote 12). During implementation and operation, 
sound technical solutions and environmental mitigation measures were applied in compliance 
with national and local regulations and guidelines.  Therefore, this validation rates the project 
effective in supporting an improved road transport system. 
 
C. Efficiency of Resource Use 
 
21. The PCR rated the project efficient. The actual economic internal rate of return (EIRR) 
was reestimated in the PCR at 12.8%. The EIRR table does not appear to be accurately 
representing cost and benefit figures.16 For example, net benefits are zero during 2010–2013 
when it should be negative to reflect the initial investment for the project. Also, all costs in the 
table appear to be under vehicle operating cost (VOC) savings, which is not a correct classification 
of cost for economic analysis. The EIRR of 12.8%, as reestimated in the PCR, is for the whole 
project rather than separate EIRR estimated for the four road sections, which during appraisal 
ranged in value from 14.0% to 19.4%, with the whole project’s EIRR at 17.8%. At appraisal, the 
net present value for the entire project was estimated at CNY3.8 billion using a discount rate of 
12.0%. 
  
22. On project benefits, the actual EIRR and appraisal EIRR used VOC savings, time savings, 

                                                
15 Target traffic was 9,517 pcu, but in the PCR, the value was 6,000 pcu. No reason was given for the reduction. 
16  Footnote 1, Appendix 9, Table A9.3. 
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accident savings, and generated traffic benefits. However, both the project report and PCR are 
silent on restating the benefits in economic terms. No explanation is provided on why the actual 
VOC savings are higher than appraisal values despite substantially lower traffic. On process 
efficiency, most of the outputs were delivered in a timely manner, with cost below the estimates 
at appraisal (Table 1).17   
 
23. The cost for the road maintenance component is not correctly stated in the economic 
reevaluation. This oversight during the project preparation stage affected the accuracy of the 
project cost and resultant economic and financial assessments, as well as the share of project 
financing by source in the project proposal and throughout the project implementation. Even after 
ignoring these issues and using the same values as in the PCR, this validation cannot arrive at 
the same reevaluated EIRR of 12.8%. In Appendix 9, Table A9.3 of the PCR’s economic 
reevaluation of the project, the first year VOC savings benefit is considerably higher than 
subsequent years, which is unreasonable. Also, the residual value of assets appears too high, 
which implies that the figure is not one-half of the economic value for this item. This validation 
rates the project less than efficient.18 
 
D. Preliminary Assessment of Sustainability 
 
24. The PCR’s recalculated financial internal rate of return (FIRR) was –5.4% as compared to 
the appraisal estimate of 7.3%. The negative FIRR reflected mainly lower traffic volume and 
projected toll revenue than forecasted at appraisal. The FIRR was based on a recalculated 
weighted average cost of capital of 2.7%, which is lower than the 3.6% estimate at appraisal. The 
negative FIRR meant that the project needed government funding to cover the cash flow to ensure 
loan repayment. To meet the covenant on debt service coverage ratio, HPTD was to ensure that 
it can meet debt repayments by monitoring the financial performance of project roads and take 
necessary actions to ensure sustainability. Despite the negative FIRR, the PCR rated the project 
likely sustainable based on the expectation that, with the construction and opening of Amur Bridge 
in Heihe in 2019, traffic volume will increase since it will stimulate border trade with the Russian 
Federation. The higher traffic volumes will increase toll revenues and further strengthen financial 
capacity of HPHB. 
 
25. The Heilongjiang Provincial Toll-Road Administration Bureau is responsible for the O&M 
of the expressway and class I road, while the HPHB is responsible for the O&M of the class II 
road.  The Heilongjiang Provincial Toll-Road Administration Bureau is a government unit under 
HPTD. It is responsible for the toll collection and O&M of expressways and class I roads in the 
whole province. Due to the negative FIRR, HPTD committed to (i) make the appropriate financial 
and operational arrangements to ensure that the debt is repaid; (ii) closely monitor the financial 
performance of the project roads; and (iii) take actions as required, including adjusting toll fees to 
meet the O&M cost. At appraisal, the key issues identified in the province’s road development 
was its less attention to addressing road maintenance requirements and HPHB’s relatively 
inefficient management and delivery of maintenance works (footnote 5). It is for this reason that 
financial capacity to sustain the road projects is crucial. The full-scale implementation of RAMS 
could have also provided some level of confidence that this project will be sustained.19 Since full-

                                                
17 Note the wrong estimates under road maintenance work. See Section I.C. 
18 This economic reevaluation could (i) include costs correctly (e.g., road maintenance is not $50 million, but economic 

value of the nominal $7.29 million cost); (ii) be inclusive (e.g., economic value of all resettlement costs are included); 
(iii) express all costs in economic terms; (iv) be internally consistent (e.g., first year VOC should be consistent with 
the values in other years); and (v) be externally valid (e.g., residual value of fixed assets, which appear too high 
should be one-half of the ending economic value assuming that demand for road transport is not perfectly elastic). 

19 Footnote 1, para. 11. 
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scale implementation of RAMS is uncertain and that the FIRR is lower than the weighted average 
cost of capital, this validation assesses the project less than likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
  
A. Preliminary Assessment of Development Impact 
 
26. The PCR rated the impact of the project satisfactory. Investments of CNY6.7 billion in the 
project area during 2010–2012 contributed to local economic development (footnote 1).  
The expressway helped local governments improve domestic trade and attract external 
investments (about CNY6.8 billion Bei’an City), supporting industrial development along the 
expressway. For example, domestic trade at Heilongjiang increased to CNY764.0 billion in 2015 
from CNY244.6 billion in 2008, nearing the 2020 target of CNY767.6 billion. External investments 
also increased by an average of 42.7% annually from 2009 to 2015. The opening of the 
expressway provided the basic link between two tourist cities; tourism incomes in Wudalianchi 
City increased by 76%, the Wudalianchi Scenic Spot by 74%, and Yichun City by 41% from 2012 
to 2015. 
  
27. Socioeconomic conditions in the project area improved rapidly in recent years. The growth 
of farmers’ per capita incomes ranged from 94% to 125% from 2009 to 2015. Poverty incidence 
declined to 3.3% in 2015 from 8.6% in 2008, exceeding its 2020 target of 5%. From 2009 to 2015, 
the average annual growth rates of gross domestic product reached 11.1%. Based on actual 
traffic counts and considering the composition of future traffic flow, the impact of connecting roads, 
and the latest local socioeconomic development status, the growth rates were revised 
conservatively to 7% per year during 2016–2020, 6% in 2021–2025, and 4% beyond 2025.20 This 
growth increased employment opportunities, incomes, and the living standards of local residents, 
particularly the poor. The project provided 28,832 person-days of labor of which 82% was for local 
labor with 15% going to the female workforce. Daily wages grew from CNY60 to CNY100 from 
2010 to 2012. The project’s development impact is rated satisfactory. 

 
B. Performance of the Borrower and Executing Agency 
 
28. The PCR rated the overall performance of the borrower and the executing agency 
satisfactory. According to the PCR, HPTD, and HPHB implemented the project effectively and 
efficiently. Construction and maintenance of the expressway conformed with international 
standards. A systematic project management system was put in place to ensure the effective use 
of funds. Domestic funds were mobilized on time. The withdrawal applications for ADB loan 
proceeds were timely submitted and contractors were promptly paid. The assessment of the 
executing agency’s capacity at appraisal was reasonably accurate, however, numerical mistakes 
were not caught during appraisal. Significant differences exist between appraisal and actual 
project costs by component, which have not been satisfactorily explained (para. 6). A few actual 
project costs (para. 7) were questionable and have significant implication on the economic and 
financial analysis. Nevertheless, the overall performance of the executing agency is rated 
satisfactory. 
 
 

                                                
20 The corresponding growth rates at appraisal, depending on the road section, was 7.4%–11.3% during 2014–2020, 

5.6%–7.8% for 2021–2025, 4.4%–6.9% for 2025–2030, and 4.3%–6.3% for 2031–2033. 
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C. Performance of the Asian Development Bank 
 
29. The PCR rated the performance of ADB satisfactory. ADB appropriately categorized the 
risks at project screening, preparation, and appraisal; ensured that the safeguards documents 
follow the applicable policy requirements; and provided timely feedback advice to the executing 
agency. ADB conducted regular loan review missions during project implementation and provided 
effective advice to HPTD and HPHB on project implementation, monitoring, and procurement. 
ADB reviewed and processed procurement documents, withdrawal applications, and borrower’s 
and HPTD’s requests promptly. Training on project implementation by ADB was adequate and 
timely. ADB could have helped avoid the huge difference in the cost of some project components 
between the appraisal and actual if it gave more attention to the details, such as following up the 
actual expenses to date under road management works, or considered the huge increase in cost 
under consulting services as red flags and requested for clarification. ADB’s levels of effort were 
imbalanced, with heavier emphasis on land acquisition and resettlement aspects. However, 
except for the midterm review mission, the ADB environmental specialist did not visit the project 
sites during the early stages of implementation considering that this is a category A project.   
This validation assesses ADB performance satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
  
A. Overall Assessment and Ratings 
 
30. Overall, the project was less than successful in implementing and achieving its main 
objectives of promoting economic growth and reducing poverty in Heilongjiang province and the 
project area. The project was relevant to the development strategies of the government and 
ADB and was effective. However, it is rated less than efficient pending further reevaluation of 
EIRR after corrections are made in economic costs. Also, due to negative FIRR and huge 
reliance on government subsidies on road maintenance, it is less than likely sustainable. 
 

Table 2: Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Effective  

Efficiency  Efficient Less than efficient EIRR calculation cannot be verified due 
to the issues identified, such as actual 
VOC higher than appraisal values despite 
lower Traffic, costs not stated in 
economic value, and inaccuracy of the 
project cost (paras. 20–22). 

Sustainability Likely 
sustainable 

Less than likely 
sustainable 

This is based on the negative FIRR and 
because government subsidy is 
required. 

Overall Assessment Successful Less than 
successful 

The project has efficiency and 
sustainability issues. 

Preliminary assessment 
of impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Less than 
satisfactory 

Based on missing information in 
economic and financial analysis; also 
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Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

due to error in maintenance cost during 
appraisal and in the PCR.  

ADB = Asian Development Bank, EIRR = economic internal rate of return, FIRR = financial internal rate of return, 
IED = Independent Evaluation Department, PCR = project completion report, VOC = vehicle operating costs. 
Source: ADB Independent Evaluation Department. 

 
B. Lessons 
  
31. Sector-level lesson. This validation adds a lesson: In the absence of a positive financial 
return, yet with significant development impact, it is important that infrastructure road projects are 
well integrated in a road network plan to ensure government commitment to maintain the 
investment. 
 
32. Project-level lessons. The PCR noted a fundamental lesson on realistic projections of 
traffic volume and economic development at appraisal. This validation adds another project-level 
lesson: Review missions are opportunities for ADB to transfer best practices in project 
management. This includes giving the executing and implementing agencies guidance on how (i) 
to properly record and classify project cost categories to ensure transparency and correct 
representation of costs, and (ii) to assess the project’s economic and financial benefits (para. 23). 
 
C. Recommendations for Follow-Up 
 
33. This validation concurs with the following five project-related recommendations in the 
PCR: (i) RAMS should be expanded and utilized if it continues to serve the expected outcomes 
of the HPHB; (ii) the government should continue to improve road safety through engineering and 
management measures, along with driver education, to ensure high standards of road safety and 
performance; (iii) best practices and social and economic benefits identified in the technical 
studies associated with the project should be shared widely; (iv) integrated financial statement 
should be adopted by the various agencies overseeing the project roads’ O&M to ensure  
consistency, accountability, and compliance with loan covenants; and (v) a project performance 
evaluation report should be prepared to validate economic performance and reassess its 
sustainability. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
34. The project’s design and monitoring framework properly guided its monitoring and 
evaluation resulting in a timely and high quality of the project. However, attributing regional 
economic development to the project roads should be carefully measured and monitored since 
road network improvements cannot be solely credited for economic development. For a project 
that connects missing links in a region, more realistic traffic volume forecasts and toll revenue 
assumptions are necessary, as the economic and regional integration benefits that will be 
generated will only be fully realized over a longer period. In preparing similar projects in the future, 
corridor connectivity and network capacity should be considered. 
 
B. Comments on Project Completion Report Quality 
 
35. The PCR is internally consistent and adequately explained the procedure for updating the 
traffic forecast. However, it has some conflicting data observed (paras. 6–8, where it did not note 
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that the $50 million road maintenance costs are in yuan and not in US dollars). The EIRR was 
recalculated for the whole project—not for the four road sections as recommended. Also, it did 
not represent costs and benefits under correct headings and net benefits are not accurately 
computed. This validation assesses the quality of the PCR less than satisfactory. 
 
C. Data Sources for Validation 
 
36. The sources include the report and recommendation of the President, PCR, back-to-office 
reports, national and country partnership strategies, IED safeguard assessment, and the ADB 
Guidelines for the Evaluation of Public Sector Operations. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
37. The PCR recommended that the project performance evaluation be conducted after the 
project, and the Qian-nen corridor had been operating for more than 5 years to allow for a more 
robust data on traffic, road maintenance, and benefits. This validation concurs with the timing of 
the evaluation with a note that the EIRR should be reestimated using a more robust data on 
economic costs and benefits. The reestimated EIRR will then reassess the efficiency rating. 
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