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I. PROGRAM DESCRIPTION 
 
A. Rationale 
 
1. As part of its long-term transportation strategy and National Trade Corridor Improvement 
Program (NTCIP) under “Vision 2030”, the Government of Pakistan envisioned increasing the 
share of trade in the gross domestic product (GDP) from 30% to 60%. To achieve this target,  
key actions delineated under the strategy were improving trade competitiveness and export 
diversification. Logistics were seen as a key constraint to raising competitiveness and attracting 
private sector investment. Shortcomings in logistics were also seen as a bottleneck to increasing 
productivity as well as to deepening and diversifying the industrial base both of which are 
necessary to provide sustainable jobs for a growing population.  
 
2. To address the logistics and investment gap, the government adopted the NTCIP as a 
comprehensive road network investment program. An improved road network will cut the time 
and cost of moving goods and services along the entire logistical chain. Pakistan’s domestic trade 
flows are concentrated in one major north–south transport corridor and NTCIP with focus on this 
corridor is viewed as a crucial factor to the country’s growth prospects, to inclusiveness,  
to employment creation and social service renewal, and to the execution of sector and 
macroeconomic reforms. NTCIP represented a flagship endeavour by the government and the 
private sector to bring about better connectivity and trade facilitation. 
 
3. The government requested financing from the Asian Development Bank (ADB) to support 
the National Highway Authority (NHA) in constructing new roads and improving existing ones 
along the backbone from Peshawar to Karachi, to Gwadar Port in Baluchistan, as well as 
connections between Pakistan and the People’s Republic of China. Following the completion of 
loan preparatory activities in May 2007 and loan negotiations in October 2007, the ADB Board in 
December 2007 approved a multitranche financing facility (MFF) for $900 million to support the 
NTCIP–Tranche 1. The MFF consisted of a loan of $545 million from ADB’s ordinary capital 
resources (OCR) to finance critical sections of the north-south corridor and a separate loan 
equivalent to SDR 6.5 million ($10 million) from the Asian Development Fund (ADF) for the 
institutional strengthening of the NHA.1 This validation covers tranche 1 of the MFF program. 
 
B. Expected Impacts, Outcomes, and Outputs 
 
4. The original design of tranche 1 envisioned the construction of two expressways with a 
combined length of 218 km: (i) the Peshawar–Torkham Expressway (E-1);  
and (ii) the Faisalabad–Khanewal Expressway (E-4), which was later reclassified as a motorway 
(M-4). Following the approval of tranche 1 in December 2007, the government requested ADB in 
September 2008 to exclude the E-1 because of the security situation in the project area and the 
Gojra–Shorkot–Khanewal sections of the M-4 because of delays in land acquisition.  
As a result, the capital investment component of tranche 1 was reduced to the 58.2 km 
Faisalabad–Gojra section of the M-4, as the project completion report (PCR) presented. 2  
There was no separate design and monitoring framework (DMF) for tranche 1 in the report and 
recommendation of the President (RRP) issued in October 2007 (footnote 1).  

 
1   ADB. 2007. Report and Recommendations of the President to the Board of Directors: Proposed Multitranche 

Financing Facility and Technical Assistance Grant to the Islamic Republic of Pakistan for the National Trade Corridor 
Highway Investment Program (Tranche 1). Manila (Loan 2400-PAK was funded by the ordinary capital resources 
(OCR) while Loan 2401-PAK financing was to be from the Asian Development Fund (ADF). 

2   ADB. 2018. Completion Report: Loan Numbers: 2400 and 2401 Pakistan: National Trade Corridor Highway 
Investment Program (Tranche 1). Manila. 
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With the major change in infrastructure components, a separate DMF for tranche 1 was approved 
in September 2009.3 Subsequent changes in the DMF also pertained to the components of the 
canceled ADF loan. However, this did not benefit from the approval process per the  
Project Administration Instructions 5.02; therefore, the Department memorandum in October 2014 
requested for retroactive approval of the loan cancellation together with the approval of a minor 
change in scope. This validation uses the October 2014 version of the DMF.4 
 
5. The intended impact indicated in the DMF for tranche 1 was increased economic growth 
in Punjab Province. There was one performance target: increased Punjab’s GDP in 2018 from 
$36 billion (2007 estimate) to $75 billion. The outcome for tranche 1 was efficiency gain for road 
traffic operation along Faisalabad-Khanewal with all five targets on daily traffic, travel time, 
transport cost, deficit on road maintenance, and accident rate to be achieved by 2018. 5  
The two expected outputs were: (i) 60-km motorway between Faisalabad and Gojra constructed 
and operational, and (ii) National Trade Corridor (NTC) Highway Business Plan endorsed by the 
government.  
 
C. Provision of Inputs 
 
6. The OCR (infrastructure) and ADF (institutional strengthening) loans for  
tranche 1 were approved by the ADB Board in December 2007, and became effective in 
December 2008, about 10 days ahead of the date indicated in the loan agreement  
(2 January 2009). The taking over certificate for the works’ contract under the OCR loan was 
issued in January 2015, which was the completion date for the infrastructure component.  
The loan closing date in the loan agreement was in June 2014, which was extended once to 
March 2015 and was financially closed in August 2015.  
 
7. At appraisal of tranche 1, the ADF loan was designed to assist NHA in institutional 
strengthening through: (i) a road sector policy study, (ii) road corridor management,  
(iii) project preparation activities, (iv) human resource development strategy,  
(v) social and environmental management, and (vi) project management support. By the time of 
loan effectiveness in December 2008, components (i) and (iii) had already been initiated by the 
government, while component (iv) was undertaken by the World Bank. Also, given the potential 
duplication of the institutional capacity strengthening activities under ADB's National Highway 
Development Sector Investment Program approved in 2005 and other development partners' 
programs and in order to avoid duplication, the government requested the cancellation of the ADF 
loan of $10 million, which ADB approved in January 2011. Therefore, the PCR and this validation 
do not include an evaluation of the ADF loan. 
 
8. At appraisal, the scope of work for the physical investment component of tranche 1 was 
the construction of 218 km of expressways and motorways with a loan amount of $545 million as 
approved by the ADB Board in December 2007. At loan signing, the scope was changed to the 
construction of the 58.2 km Faisalabad–Gojra section of the M-4 with a loan amount of  

 
3   ADB (Central and West Asia Department (CWRD)). 2009. Request for Approval of Design and Monitoring 

Framework:  MFF in Pakistan for the National Trade Corridor Highway Investment Program–Project 1.  
Memorandum. 24 September (Internal). 

4   ADB. Change in Loan Projects. Project Administration Instructions. PAI 5.02. Manila; and ADB (CWRD). 2014. 
Request for Approval of Minor Change of Individual Project under an MFF: National Trade Corridor Highway 
Improvement Program in Pakistan - Tranche 1. Memorandum.  3 October (Internal). The DMF included as Appendix 
2 in the PCR is slightly different from the approved version. The differences are detailed in the appropriate sections 
of this validation. 

5   In the PCR DMF, the fifth target included two indicators – “Fatality rate” and “Accident rate” but only the latter had a 
target. 
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$170 million and revised estimated cost of $212.5 million for tranche 1. The actual cost at 
completion was $157.1 million, some 26% less than the appraisal cost. The cost difference was 
attributable to the following: (i) land acquisition and resettlement (LAR) cost for the  
Faisalabad-Gojra section of the M-4 motorway was estimated at $20.5 million but actual cost was 
$16.7 million, 19% less than appraisal. One reason for the eventual lower LAR cost was a change 
made during design review from a width of four lanes to six lanes to accommodate future 
expansion. The consequent increase in civil works cost was partially offset by the change in 
flyovers to underpasses, resulting in land acquisition cost savings in LAR; (ii) cost of civil works 
was increased from $125.0 million at appraisal to $131.8 million or by about 5%;  
(iii) construction supervision cost was lower by 63% from $18.0 million to $6.6 million;  
(iv) physical ($7.5 million at appraisal) and price ($14.2 million) contingencies were not used, 
resulting in savings of $21.7 million in total cost; (v) interest and commitment charges were lower 
by 85.9% from $14.8 million to $2.1 million; and (vi) program support cost under the ADF loan 
initially appraised at $12.5 million was not used due to cancellation of this component  
(para 7).  
 
9. At appraisal, tranche 1 was estimated to require 128 person-months of international and 
1,079 person-months of national consultants for the 218 km of expressways and motorways 
originally envisioned and included in the RRP. 6  Actual consulting services totaled  
85.5 person-months of international and 1,162.5 person-months of national consultants.  
The actual level of effort for international consultants was lower than appraisal by 33.2% while for 
national consultants was 7.7% higher. On the other hand, the actual cost was substantially lower 
than estimated at appraisal ($6.6 million vs. $18.0 million), which indicates an overstatement of 
consulting costs during preparation. Consultant recruitment followed ADB’s Guidelines on the  
Use of Consultants. The mobilization of consultants to supervise the construction and civil works 
was expected to begin in July 2008 but the actual mobilization of supervision consultants was in 
February 2010 to synchronize with the civil works contract.  
 
10. Tranche 1 was classified as category A for environment (footnote 1) and for land 

acquisition and indigenous peoples. It was determined that there will be land acquisition and 
resettlement impact, and indigenous peoples will be affected only by projects in the (former) 
North-West Frontier Province, which was not applicable to the Faisalabad-Gojra section of the  
M-4 motorway located in Punjab Province.  
 

11. A draft land acquisition and resettlement plan (LARP) for the entire section of the  
M-4 was prepared by NHA in 2007 during the processing and appraisal of the  
MFF and tranche 1 project. Following the completion of the detailed design, the NHA finalized the 
LARP for the Faisalabad–Gojra section in 2009, which was approved by ADB prior to contract 
award. Due to difficulties in completing LAR in certain areas, ADB agreed in January 2011 to 
stagger LARP implementation in two sections to facilitate commencement of works.  
ADB allowed works in a 32-km section where LARP implementation was confirmed by the 
external monitoring agency (EMA) but put on hold civil works in the 26-km section,  
where LARP implementation was in progress, until the EMA confirmed full LARP implementation. 
A similar approach was taken for interchanges where civil works could start in June 2014. 
Sectional handing over of land led to claims of idling resources by the contractor,  
which was partially paid from the loan proceeds.  
 

 
6   The PCR stated these figures as 71 person-months of international and 956 person-months of national consulting 

services with no explanation of the reason(s) for the change (footnote 2, para. 21). 
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12. At appraisal, tranche 1 was not envisaged to have any substantial impact on gender.  
Other than improved access, specific gender impacts attributable to tranche 1 were not observed 
during implementation. 
 
13. The technical assistance attached to the OCR loan under tranche 1— 
Faisalabad-Gojra section of the M-4 motorway—was included under the ADF loan for institutional 
strengthening. This ADF loan was canceled (para. 8) and all six subcomponents were not 
implemented under tranche 1. 
 
D. Implementation Arrangements 
 
14. The arrangements approved by ADB and the government at appraisal did not change 
during implementation. For tranche 1, NHA established a project management unit (PMU)  
in Faisalabad, which was managed by a project director with support from the supervision 
consultants. The PMU coordinated with NHA’s finance, environment, afforestation, land,  
and social divisions at the NHA headquarters in Islamabad.7 NHA established a LAR unit at the 
project office to handle all matters related to land acquisition, resettlement, and grievance 
redressal. The NHA also engaged an EMA to monitor LARP implementation and provide semi-
annual monitoring reports. 
 
15. Tranche 1 had a total of 68 loan covenants but 12 were related to the institutional 
strengthening components which were canceled and therefore not included in the assessment. 
Of the remaining 56 covenants, 50 were complied with, three were not complied with,  
and three were partially complied with. The covenants pertaining to the ADF loan should have 
been removed when the institutional strengthening component was canceled and the scope of 
tranche 1 was reduced to only the construction of the Faisalabad-Gojra section of the  
M-4 motorway. It is illogical to assess covenant compliance when the relevant component had 
been removed from project’s scope. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
16. The PCR rated the project relevant at appraisal and at closing. It indicated that tranche 1 
outcome at appraisal—efficiency gains for road traffic operations along the 184-km Faisalabad-
Khanewal M-4 motorway—an integral part of the NTC, was responsive to the national road 
development plans. This was also consistent with ADB’s Country Partnership Strategy,  
2009–2013 for Pakistan and the transport sector road map.8 The PCR also indicated that the  
MFF modality selected for the intervention was the right choice at appraisal as it envisaged the 
construction of 346 km of access controlled and partial access-controlled expressways over a  
10-year period. The MFF modality appeared appropriate at appraisal for multiple projects 
envisioned for implementation over a long time period. ADB’s participation in the 3,688-km 
NTCHIP was planned for 867 km or 23.5% and the MFF initially planned for 346 km was 9.4%. 
Following the approval of tranche 1, the scope was reduced from the 184-km  
Faisalabad-Khanewal M-4 motorway (due to delay in land acquisition) and a 54-km section of the 

 
7   Approval mechanisms at the NHA headquarters for contract variations and extension requests proved to be 

cumbersome and lengthy, resulting in delays and cost implications (footnote 2, para. 19). Similar observations were 
made in Internal ADB reports (ADB (SARD). 2010. Complaint on Change in the Alignment of the Flyover 
Safeguard Review Mission in Pakistan: National Trade Corridor Highway Improvement project (NTCHIP): 
PFR 1. Back -to-office report. 28 April (Internal)]. 

8  ADB. 2009. Country Partnership Strategy: Pakistan, 2009–2013. Manila. 
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Peshawar-Torkham Expressway (due to security concerns) to the 58.2-km Faisalabad-Gojra 
section. The change in scope was substantial and should have been better anticipated as the 
challenging security situation in the region pre-dated loan preparatory work and negotiations 
conducted in 2007. With reduced scope, the importance of this road construction project,  
which constituted 16.8% of the MFF but only 1.6% of the NTCHIP, was not well articulated in the 
PCR. Other road sections, when completed, will enhance the impact of the Faisalabad-Gojra 
section as envisioned at appraisal. Tranche 1 as a stand-alone project, however, provides a 
critical connection to the wider national highway network. This validation assesses tranche 1 
relevant at completion. 
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
17. The project’s outcome of efficiency gain for road traffic operation along Faisalabad-
Khanewal included the following five targets to be achieved by 2018: 
 

(i) Faisalabad-Gojra daily traffic reaches 4,000 vehicles per day. The PCR stated 
that this target has not yet been achieved because tranche 1 road is a section of the  
184-km Faisalabad-Khanewal M-4 motorway, which has not yet been completed, and the 
traffic potential has not yet been fully realized. An estimate of 3,000 vehicles per day, 
based on inferences made from toll collection data, had been provided by NHA and ocular 
data had been gained in two occasions.9 Traffic counts, a common and inexpensive way 
to collect data, were yet to be made by NHA. Taking the PCR estimate of 3,000 vehicles 
per day as a valid data point for this target, this validation assesses that the target was 
not achieved. 
 
(ii) Average travel time from Faisalabad to Khanewal is reduced from 2 hours 
(2006) to 1 hour. PCR stated that this target had been achieved. However, tranche 1 is 
only from Faisalabad to Gojra and the other two sections to Khanewal were not yet 
completed. Therefore, as of 2018, in the absence of reliable data on travel time from 
Faisalabad to Khanewal, this target is unmeasured and can be considered not achieved, 
as the remaining road sections were still being constructed. 
 
(iii) Transport cost for freight is reduced from 7% of total cost (2006) to 5%.  
The PCR stated that this target was not measured because Faisalabad-Khanewal  
M-4 motorway has not yet been completed. It is possible to estimate the transport cost 
saving since this will only consider the length of tranche 1 road (58.2 km), with and without 
road international roughness index (IRI), and average vehicle speed. All these variables 
are known and the vehicle operating cost model of the Highway Development and 
Management System, version 4, which is being used by NHA10 can provide vehicle cost 
per km for different types of vehicles from which reduction of transport cost can be 
estimated. This validation considers this target as not achieved. 
 
(iv) Deficit on road maintenance cost is reduced from 40% (2006) to 30%. 
According to the PCR, this target was not achieved. NHA’s road maintenance backlog 
remains high. This validation is of the same view that the target was not achieved. 
 
(v) Accident rate in Punjab is reduced from 5 to 3 per 100,000 population.  
The PCR stated that this target is unmeasured because data was not available.  

 
9   Footnote 2, Appendix 10, Economic Reevaluation, paras. 12-13.  
10  Footnote 2, para. 22. 



 6 

This validation does not agree with this reasoning. Accident statistics are available from 
traffic enforcement agencies, toll road administrations, and most likely reported in periodic 
statistical publications at the national, provincial and local levels. However, the target is 
vague and not well-defined. Accidents are of different types of severity (number of injuries 
and/or death) and cost. The term should have been defined more specifically in the DMF 
for the analyst to select the right data. The term population should have also been 
specified since Tranche 1 is in a small section of a road in a province. If accidents on the 
tranche 1 road are to be counted, the appropriate denominator (population) has to be 
determined.  Using the population of Punjab Province would result in an extremely small 
number of accidents and would make the target meaningless. Based on these, the 
indicator remains to be measured with the use of statistics gathered by road- and traffic-
related agencies as well as the appropriate population data. As such, at the time of 
validation, this target is considered not achieved unless data from a reliable source is 
provided. 

 
18. The outputs of tranche 1 were: (i) the Faisalabad-Gojra motorway is constructed by  
2014 within budget and meeting technical specifications with pavement IRI of less than 4 m/km.  
This target was achieved. The project road was completed on 30 January 2015 with an average 
IRI of 1.4 m/km. (ii) NTC Highway Business Plan endorsed by the government with the target 
agreed by stakeholders. This target was not achieved because it was prepared under a 
subsequent technical assistance grant and not by tranche 1. Therefore, this output should have 
been removed from the DMF as it is not included in the scope of tranche 1. 
 
19. Site specific environmental management plan was successfully implemented with no  
long-term unmitigable adverse impacts. LARP was also completed successfully except for  
14 affected persons who had remained unpaid because of death with no heirs or failure to show 
up to collect compensation.11 There was no gender action plan or indigenous peoples’ safeguards 
requirement in Tranche 1. The PCR rated the project effective. This validation assesses the 
project less than effective. 
 
C. Efficiency of Resource Use 
 
20. The PCR did not assess process efficiency. ADB approved the LARP in November 2009 
and the contract for civil works was executed on 3 December 2009. The engineer issued the letter 
of commencement to the contractor in February 2010, but physical works could not start as the 
LARP was not yet fully implemented. After the adoption of a sectional LARP approval approach, 
works commenced with an 11-month delay in January 2011. The last LARP approval for 
interchanges was in April 2014 and the works were completed in January 2015. Due to the  
11-month start-up delay and the consistent slow progress by the contractor,  
it was necessary to extend the loan closing date from June 2014 to March 2015.  
The delay in completion did not result in cost overrun for tranche 1. ADB funds were made 
available in a timely manner; however, the releases of payments by the government were delayed 
resulting in work slowdown and thus, required ADB interventions to make timely releases of 
payments. 
 
21. At appraisal, the economic analysis was conducted for the 184-km Faisalabad-Khanewal  
M-4 motorway under Tranche 1. The appraisal economic analysis was not updated when the 
scope for tranche 1 was reduced to 58.2 km from Faisalabad to Gojra. The economic evaluation 

 
11  The PCR did not include details on the scope of the LAR. Appendix 7 provided a short table on payments by type in 

accordance to the LARP.  
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followed ADB guidelines for economic analysis of projects, using domestic price numeraire and 
standard conversion factor (SCF) of 0.85, which is comparable to then-recently completed 
economic evaluations for ADB-funded projects. Traffic forecast was based on origin-destination 
surveys and traffic volumes on existing roads from where the project road was expected to divert. 
The divertible average annual daily traffic (AADT) in 2007 was estimated at 4,430 vehicles and   
increased to 7,678 in 2015. Economic costs were estimated by adjusting financial costs excluding  
taxes, duties, and price contingency using conversion factors for skilled labor, unskilled labor, and 
other inputs. At appraisal, the economic internal rate of return (EIRR) was estimated at 15.4%.  
At completion, four of the nine subprojects had an estimated EIRR higher than 12%.  
 
22. At completion, the economic analysis was conducted for the 58.2 km Faisalabad-Gojra 
motorway. The same assumptions used in appraisal were used for the price numeraire and 
conversion from financial to economic monetary units. Traffic volume was estimated based on toll 
collections. No further surveys or traffic counts were made on the project road. The with-project 
scenario involved the construction of the M-4 motorway between Faisalabad and Gojra, with other 
sections completed by 2018. Through traffic cannot be expected to choose any section of the  
M-4 until the whole road is completed. Thus, in addition to using existing traffic flows, the 
reevaluation also used a base year traffic forecast produced by a traffic assignment exercise.  
The forecast assumed the completion of the whole M-4 motorway. The reevaluated EIRR at 
completion was 12.8%, which was marginally higher than the discount rate of 12%. The sensitivity 
analysis also showed that the project was sensitive to small changes in cost and benefits.  
The PCR rated the project as efficient in achieving the intended objectives. This validation 
assesses the project efficient. 
 
D. Preliminary Assessment of Sustainability 
 
23. The PCR rated the project likely sustainable. At appraisal, a financial management 
assessment was conducted, which concluded that NHA had enough capacity to fulfill ADB’s 
fiduciary requirements. Questionnaires and field interviews were used to review current practices. 
It was noted that NHA was in transition, and the assessment was designed to determine its 
potential to achieve greater financial and operational autonomy. At completion, the PCR 
emphasized that the maintenance of the entire national highway and motorway network is 
financed off-budget. The funds come from the Road Maintenance Account under the  
NHA’s control, with 70%–75% of the funds generated from toll revenues. Toll rates are reviewed 
periodically as per the NHA Tolling Policy to adjust for factors such as inflation and traffic growth.  
Introducing modernized electronic tolling systems on the national highways to reduce operational 
costs and provide convenience to motorists are also planned. 
 
24. At appraisal, a financial analysis of the then tranche 1 components was carried out in 
accordance with the Guidelines on the Financial Governance and Management of Investment 
Projects Financed by ADB (2005). All financial costs and benefits were expressed at constant 
2006 prices. Cost streams used to determine the financial internal rate of return (FIRR)  
(i.e., capital investment, operations and maintenance, and taxes) reflect the costs of delivering 
the estimated benefits. The current toll rate was used to estimate revenue, while incremental 
operation and maintenance costs were charged for each year. Using toll rates as basis for 
affordability, the FIRR was lower than the estimated weighted average cost of capital.  
It was observed that if NHA or a commercial operator is to fully recover the capital costs,  
revenues must be increased through non-toll user charges. The potential to increase tolls is 
limited by the adverse impact of higher tolls on traffic volume. The PCR did not include a similar 
analysis of FIRR but emphasized that NHA is continuously making efforts to increase revenue 
from other sources. The maintenance costs of the motorways are increasingly being passed on 
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to toll concessionaires under agreements that stipulate maintenance standards. The NHA 
commenced the procurement for eight public–private partnership projects in 2017; on completion, 
the projects would put 1,112 km of motorway under concession agreements. These are all 
positive developments but there is no data supporting significantly better outcomes. Maintenance 
remains substantially below target, toll revenue cannot meet financial obligations, non-toll user 
charges or other revenue sources from the government are necessary to support operations and 
debt service. Based on these developments, this validation assesses the project less than likely 
sustainable.12 
 

III. OTHER PERFORMANCE ASSESSMENTS 
  
A. Preliminary Assessment of Development Impact 
 
25. The PCR rated the development impact satisfactory. Based on the revised DMF,  
the project’s intended impact was to increase Punjab’s GDP from $36 billion (2007 estimate)  
to $75 billion by 2018. The PCR did not include data on GDP for Punjab Province, which is the 
only target for project impact in the DMF. However, the 2017 GDP of $173.5 billion obtained from 
publicly available sources during validation shows that this target was achieved. It should be 
emphasized that it is difficult to establish a causal link between the project and GDP growth.  
It is undisputed that the completed tranche 1 had contributed to increased mobility at lower time 
and reduced cost to users, and provided improved access to health and education facilities,  
farm to market connectivity, and social services, which have a positive impact on economic 
growth. However, due to the extremely small scope of tranche 1 in relation to the Punjab GDP, 
any attempt to establish a causality is poorly substantiated. The PCR did not also attempt to 
provide data points relating to trade or other targeted development outcomes. Based on a strict 
interpretation of the criterion in the DMF, this validation assesses the development impact less 
than satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
26. The PCR rated the performance of the borrower and the executing agency satisfactory. 
The NHA provided enough counterpart staff and funds, as specified in the loan agreement, and 
complied with most loan covenants. However, the counterpart funds for payments to contractors 
were delayed and required ADB intervention. Procurement plans were implemented in 
accordance with ADB and government requirements. Some decisions were delayed at  
NHA’s head office. Financial management was efficient and submission of withdrawal 
applications to ADB was on time. It was only after ADB’s advice that NHA acknowledged its lack 
of capacity in LARP implementation and recruited social safeguard management consultants.13  
NHA recognized the challenges in implementing the LARP with the provincial revenue department 
and worked proactively with ADB to overcome them. Funding for road maintenance lagged behind 
the target established in the DMF adversely affecting project’s sustainability. The validation 
assesses the performance of the borrower and executing agency less than satisfactory. 
 
 
 
 

 
12  Management argues that the project should be rated likely sustainable (please see Appendix 1). 
13  The delay in land acquisition cannot only be attributed to the NHA’s performance as land acquisition is the 

responsibility of the provincial revenue department, with which the NHA had established a coordination mechanism 
for the implementation of the project. 
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C. Performance of the Asian Development Bank  
 
27. The PCR rated ADB’s performance satisfactory. ADB prepared an ambitious MFF and 
tranche 1 loan. However, it realized its overestimation of the NHA’s capacity to implement a LARP 
with a large number of affected people applying ADB policies and guidelines on a greenfield mega 
project. The ADB project team reassessed the situation and revised the project through a major 
scope change. It then assisted the NHA in overcoming the challenges and issues encountered 
during implementation stages by fielding frequent missions (26 after loan approval), engaging 
expert inputs, and seeking high-level interventions in taking prompt actions. It also provided the 
NHA with resources for LARP preparation and implementation through a staff consultant. 
 
28. ADB acted as a development partner when it assisted the NHA in overcoming 
implementation challenges, especially during instances when the project was about to close down 
(due to the persistent slow performance of the contractor. Despite the impressive involvement of 
ADB in assuring project completion, serious omissions and errors in key documents adversely 
affected project evaluation. The RRP of October 2007 included only the DMF for the MFF with no 
separate DMF for tranche 1. The scope of tranche 1 was substantially reduced two years later in 
September 2009 with a DMF that was further changed. The last version of the DMF for tranche 1 
was prepared in October 2014.  Despite the numerous changes in the DMF, 12 of the 68 loan 
covenants related to institutional strengthening component of tranche 1 which were under the 
ADF loan that was canceled in January 2011, still remained in the loan agreement. This validation 
assesses ADB’s performance less than satisfactory.14 
 
D. Others  
 
29. From the project documents reviewed, the evaluator has not identified any other issue in 
governance, procurement, flow of funds, and government to highlight in this validation report. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  
 
30. The PCR rated the project successful based on being relevant, effective, efficient, and 
likely sustainable, with the successful completion of the 58.2 km segment of the motorway despite 
multiple implementation challenges. The project design and formulation were consistent with the 
government’s “Vision 2030” and NTCIP. Tranche 1 was implemented after a major change in 
scope, which involved the LARP implementation of multiple “green field” projects that was 
included in the original scope.  
 
31. The validation assesses the project relevant; less than effective in achieving the intended 
outcomes because all targets were not yet met and must be revisited when the other sections of 
the M-4 are completed. The project is efficient with respect to process and economic 
considerations. No major difficulties were experienced in procurement, and disbursement was 
satisfactory except for some delays in the releases of payments to the contractor from counterpart 
funds. With timely ADB intervention, these delays were alleviated. Land acquisition and 
resettlement and social safeguards were satisfactorily implemented with some delays. 
Environmental site management and reporting were generally compliant during implementation. 
The project is less than likely sustainable, given the high maintenance backlog despite  
O&M arrangements, insufficient toll (operating) revenue to cover operating costs and debt service,  

 
14  Management argues that ADB performance should be rated satisfactory (please see Appendix 1). 
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and continued reliance on government funds to sustain operations. Overall, this validation 
assesses the project less than successful.15 The table below provides the rating for each validation 
criteria at project completion and as assessed in this validation.  
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Less than 

effective 

All five outcome targets were not 
achieved. All targets must be revisited at 
the completion of the MFF. 

Efficiency  Efficient Efficient  

Sustainability Likely 

sustainable 

Less than likely 

sustainable 

High maintenance backlog, insufficient 
toll revenue to cover operating costs and 
debt service 

Overall Assessment Successful Less than 

successful 

 

Preliminary Assessment 

of Impact 

Satisfactory Less than 

satisfactory 

The scope of Tranche 1 is extremely 
small to relate this to the increase in 
Punjab GDP. 

Borrower and executing 

agency 

Satisfactory Less than 

satisfactory 

Delays in the release of payments to 
contractors due to the unavailability of 
counterpart funds, delays in LARP 
implementation, failure to meet road 
maintenance funding target  

Performance of ADB Satisfactory Less than 

satisfactory 

The DMF for Tranche 1 was not 
prepared during appraisal; ADF loan for 
project implementation was canceled 
but the change in the DMF was not 
made until October 2014; covenants 
related to ADF loan were not canceled.  

Quality of PCR  Less than 

satisfactory 

Para. 39. The PCR gave a successful 
rating for three of the four core validation 
criteria, which were given lower rating.  

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

 
B. Lessons 
 
32. The PCR indicated that the MFF tranche 1 originally envisaged as $545 million for 218 km 
of new alignment and/or greenfield projects, including 34 km in an area plagued by terrorism, was 
ambitious in design, as securing project readiness in 1 year between loan negotiation and loan 
signing was improbable. The revised tranche 1 project was not ready in terms of  
LARP implementation. Awarding a construction contract at such a stage was premature and was 
one of the reasons for subsequent delays and contractor claims for idle time. The borrower and 
the executing agencies need to comply with ADB processes and procedures to prevent start-up 
delays and ensure smoother implementation. The institutional strengthening component could 
have been better designed through a more intensive consultation process that considered the 
country’s context for readiness to change and discussions with other donors on similar assistance. 
The borrower did not comply with the loan covenant related to the NHA’s cash development loan.  
 

 
15  Management argues that overall, the project should be rated successful (please see Appendix 1).  
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The Ministry of Finance has principally agreed to convert the cash development loan into 
government equity or grant, for which the modalities are being worked out. ADB should continue 
to follow up on this and closely monitor the progress. 
 
33. Country-level lesson. Funds must be made available in a timely manner to meet 
contractual obligations. Delays in the release of payment must be avoided in order to assure 
contractor performance to be on schedule and avoid costly litigation and arbitration,  
which are inherently inefficient and unproductive.  
 
34. Sector-level lesson. NHA ambitions to undertake new projects demanding substantially 
more human and financial resources than its institutional capacity must be rationalized and 
tempered based on realistic expectations. 
 
35. Project-level lesson. Any change in the scope of a project that has been agreed upon 
must be supported by appropriate and immediate updates on all pertinent project preparatory 
tasks including economic and financial analyses, safeguard documents, DMF, and covenants, 
among others. This will avoid confusion on the use of outdated and irrelevant requirements during 
implementation. 
 
36. Results framework and methodology-level lesson. Poorly designed DMF indicators 
and targets, and the lack of timely data collection have undermined ADB’s ability to correctly 
document the impact of this project.  
 
C. Recommendations for Follow-Up 
 
37. At the completion of the remaining two sections of the Faisalabad-Khanewal Motorway,  
a more comprehensive assessment is recommended to estimate traffic and undertake economic 
and financial evaluations. This should be done within two to six years after completion of the 
motorway. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
38. The project’s DMF does not appear to have guided the monitoring and evaluation of 
tranche 1 during implementation, since anomalies would be noticed earlier than the actual revision 
that took place on 3 October 2014. The implementing agency with significant support from ADB 
was able to complete the project with a delay of 9 months. The economic benefits of tranche 1 
(although modest) and regional economic integration along the corridor are gradually being 
realized. However, attributing regional economic development to the road included in a tranche 
should be carefully considered, 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 are necessary, as the economic and regional integration benefits that will be  
 
 
generated will only be fully realized over a longer period and a larger area. In preparing similar 
projects in the future, corridor connectivity and network capacity should be considered.  
Realistic traffic forecasts are also needed to support technical and economic feasibility and 
financial sustainability analyses. 
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B. Comments on Program Completion Report Quality 
 
39. The PCR is clear and generally followed ADB’s Project Administration Instructions.16  
Some lessons in the PCR seemed to be implementation issues, rather than lessons.  
However, the PCR gave a successful rating for three of the four core validation criteria, which are 
given a lower rating in this validation. The PCR also ignored the important failures in the 
performance of the borrower and executing agency and provided a satisfactory rating.  
The final result of these changes is that the PCR quality is assessed less than satisfactory. 
 
C. Data Sources for Validation 
 
40. This validation is based on the RRP, PCR, mission reports and country partnership 
strategy. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
41. No further IED follow up is recommended. 
  

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

Manila. 
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APPENDIX 1: LINKED DOCUMENTS 

PCR Validation Report on Pakistan: MFF: National Trade Corridor Highway Investment Program 
(Tranche 1)  

1. PRM Comments on Final PVR

2. IED Clarifications to PRM Comments

https://www.adb.org/sites/default/files/evaluation-document/549491/files/prm-comments-
pvr-2400-01.pdf

https://www.adb.org/sites/default/files/evaluation-document/549491/files/ied-response-
prm-l2400-01.pdf

https://www.adb.org/sites/default/files/evaluation-document/486211/files/PRM-Comments-PVR-2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/486211/files/IED-Response-PRM-L2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/prm-comments-pvr-2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/prm-comments-pvr-2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/prm-comments-pvr-2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/ied-response-prm-l2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/ied-response-prm-l2400-01.pdf
https://www.adb.org/sites/default/files/evaluation-document/549491/files/ied-response-prm-l2400-01.pdf
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