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I. PROJECT DESCRIPTION 
 
A. Rationale 

 
1. Mongolia had a population density of less than 1.5 persons per square kilometer.  
Its residents in remote rural areas had no reasonable access to markets and social services and 
were isolated from the political and economic centers due to an underdeveloped transport system. 
The absence of sea access made external transport links an imperative in Mongolia’s international 
trade. With state and local roads, the road network of Mongolia was approximately 49,250 
kilometer (km) connecting 21 major cities and towns and 160 smaller village (soums and bags).1 
State roads accounted for 11,219 km while the remaining 38,031 km were aimags and local roads 
classified as earthen tracks.2 Asphalt roads accounted for 4.6%, gravel roads 4.0%, and improved 
earth roads 3.8% of the total road network length. Despite significant growth in vehicle ownership 
in recent years, road infrastructure in Mongolia lagged behind. For road density and percent of 
paved roads, Mongolia was at the lower end of countries worldwide, but for vehicle ownership, it 
was very close to the mid-value of vehicles/1,000 people.3  

 
1  Soums are local administrative divisions or area. Bags are rural administrative subdivisions. 
2  Aimags are provinces. 
3  ADB. 2008. Report and Recommendation of the President to the Board of Directors on the Proposed Grant to 

Mongolia for the Western Regional Road Corridor Development Project, Phase 1. Manila. 
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2. The five western aimags of Mongolia had a combined population of about 400,000 or 16% 
of the country’s population. In 2005, it had a gross regional product of $138 million or 7.6% of the 
country’s gross domestic product. Economic performance was slow with 2005 per capita gross 
domestic product at less than half the national average. Agriculture (mostly livestock) comprised 
more than 60% of its economy. Economic performance was expected to lag due to structural 
weaknesses and infrastructure deficiencies with economic growth unlikely without infrastructure 
improvements and related policies and programs.  

 
3. The Government of Mongolia proposed to develop the 748.4 km road corridor through its 
western region connecting Yarant at the border of the People’s Republic of China (PRC) to 
Ulaanbaishint at the Russian border via Khovd and Olgiy, the aimag centers. A portion of Asian 
Highway 4 and a component of the Asian Highway Network, the road corridor was to facilitate the 
flow of goods and passengers between the three countries. The road corridor was to be developed 
in two phases. In phase one, a 431.2 km road from the PRC border to Khovd aimag center was 
to be developed, while phase two was to develop the road from Khovd aimag center to the 
Russian border. The project’s components include road safety improvement, community 
development, and awareness and prevention of HIV/AIDS and human trafficking. It also had a 
pilot project on improvements to the road maintenance system and capacity building of the 
Ministry of Roads, Transport, and Tourism (MRTT) and its provincial counterparts.4  
 
B. Expected Impacts, Outcome, and Outputs 

 
4. The envisaged project impacts were the promotion of regional transport via the western 
road regional corridor and increased economic development and regional trade. The expected 
outcome was an efficient and safe regional transport route developed in the western region to link 
Mongolia with the Xinjiang Uygur Autonomous Region and Siberia. Three of the targeted project 
outputs were improved 431.2 km of the Yarant–Khovd road, establishment of road maintenance 
centers, and procurement of equipment for road maintenance centers. Other target outputs were 
improved road safety, community development, HIV/AIDS awareness, and strengthened 
institutional capacity of MRTT.5 
 
C. Provision of Inputs 

 
5. The grant was approved in February 2008 with target effectiveness in July 2008.  
The actual effectivity date was in May 2008. The project completion was scheduled for April 2012, 
but the actual completion was delayed by 32 months. The grant closing date was to be in October 
2012, but financially closed 42 months later after two extensions. The delays were due to longer 
procurement processing time, delayed permits for the importation of equipment and work permits 
for the contractor’s workforce which slowed the mobilization of labor and equipment in each 
construction season, and frequent flooding in Bodonch Canyon including the significant floods in 
2012 and 2014 (footnote 5). 
  
6. At appraisal, the estimated cost of the project was $112.2 million with Asian Development 
Bank (ADB) financing of 33.5% while government financed the balance. At completion, for the 
road section (Temeen Huzuu Hill–Baga Ulaan Pass) financed under the grant, ADB provided 
60.7% of the actual cost of $61.6 million, while the government financed the rest. The project had 

 
4  The MRTT was restructured by the government with changes in its name to the Ministry of Roads, Transport, 

Construction, and Urban Development in 2008, the Ministry of Road and Transport in 2012, and the Ministry of Road 
and Transport Development in 2016.  

5  ADB. 2019. Completion Report: Western Regional Road Corridor Development Project in Mongolia, Phase 1. Manila.  
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cost overruns due to significant price increases and lack of bid prices upon which to base road 
construction cost estimates. ADB review missions noted that the higher cost was also attributed 
to the decision of the executing agency to change the standards of the bridges, additional slope 
protection for safety in the canyon areas, and about 40% price increase in the construction 
materials. Due to the cost overruns and insufficient government counterpart funds, ADB’s grant 
covered only 30.2% of the intended total road length in the project scope at appraisal.6 

 
7. At appraisal, it was estimated that a total of 92.5 person-months of international consulting 
services would be required with 16 person-months for detailed design to be financed by the 
government, 72 person-months for construction supervision to be financed by ADB, and 4.5 
person-months for other services. The project completion report (PCR) did not provide information 
on the actual number of consultants mobilized. 

 
8. The project was classified category A for environment. The project prepared an 
environmental impact assessment and circulated its summary to ADB in August 2007. During 
appraisal, it conducted discussions with the World Wide Fund for Nature, Wildlife Conservation 
Society, and the Protected Area Administration Department in Ulaanbaatar to minimize impact on 
the existing wildlife. To mitigate the environmental impact of the project, the Ministry of Nature 
and Environment was to supervise and monitor the environmental aspects.  

 
9. The project was classified category C for involuntary resettlement and indigenous peoples 
based on ADB policy. No households were expected to lose their land, houses, agricultural plots, 
crops, trees, fixed assets, businesses, incomes or livelihoods, or access to facilities, services, or 
natural resources. The project was not expected to impact indigenous peoples. On gender equity, 
the project was classified with some gender elements. It did not prepare a gender action plan but 
had gender and development measures to promote equal access to relevant services, resources, 
assets, and opportunities of women and girls.   

 
10. A project preparatory technical assistance of $650,000 helped provide options and 
justification for the envisaged project and surveyed the entire western regional road corridor 
including the project road section.7 A separate grant of $2 million under the Japan Fund for 
Poverty Reduction was to supplement the improvement of the road project and train local 
residents on proper maintenance techniques and standards.8 It was to upgrade existing access 
roads to local soum center along the 748.4 km corridor. This local road project was directly linked 
to the ADB project for the purpose of maximizing the benefits of both. Traffic on the local access 
and soum-center roads was minimal due to the poverty of the rural population, poor state of the 
roads, and high cost associated with using these roads. This grant required activities with flexibility 
in developing appropriate organizational mechanisms and community-accessible technology.  
The purpose was to demonstrate the effectiveness and sustainability of a community-based road 
upgrading and maintenance system for potential replication in other regions of Mongolia and 
countries in Central Asia. However, no performance evaluation of the subject grant was available. 
 
 
 

 
6  Of the 431.2 km of the Yarant–Hovd Road, 124.0 km was funded by the government, 110.8 km by ADB under this 

grant, 103.9 km by ADB’s ensuing multitranche financing facility tranche 1, and 93.1 km by the ensuing loan from 
the Export–Import Bank of China.  

7  ADB. 2006. Technical Assistance Report: Preparing the Western Regional Road Development Project in Mongolia. 
Manila. 

8  ADB. 2008. Grant Assistance Report: Community-Based Local Road Upgrading and Maintenance in the Western 
Region of Mongolia. Manila. 
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D. Implementation Arrangements 
 

11. As envisaged at appraisal, the Department of Roads under the MRTT was the executing 
agency. The project steering committee (PSC) was set at the central level and chaired by MRTT 
state secretary with representatives from the ministries of finance, foreign affairs, health, nature 
and environment, social welfare and labor, customs general administration of Mongolia, and 
Khovd aimag. The executing agency established a project implementation unit (PIU) for day-to-
day activities. The PSC gave guidance on implementation to the PIU. The PCR mentioned that 
the implementation arrangements were adequate except regarding the implementation period but 
didn’t explain the details. 
 
12. The director of the Roads Department was the project director, who led the PIU, and was 
supported by five staff. A project office in Ulaanbaatar and another in Khovd aimag center were 
established. ADB requested that the PIU also manage the investment program. The executing 
agency-established PIU and the PIUs established for the Japan Fund for Poverty Reduction grant 
and the regional development project work were placed under a unified road sector project 
management office to address the poor performance and lack of staff of the PIUs.9 The PCR 
indicated the performance of the project supervision consultant was satisfactory even with 
additional scope required by the executing agency. This validation finds the implementation 
arrangements for the project to be appropriate and satisfactory, albeit with some shortcomings.  

 
13. Of the 34 loan covenants and subcovenants, 32 were complied with while two were 
partially complied with. Compliance of the covenant requiring the government to ensure that 
“adequate funds are allocated to phase II and that the implementation of phase II is started by 
end December 2010,” was delayed as the ADB multitranche financing facility (MFF) for Mongolia 
was approved only in December 2011, affecting the delivery of major outputs.10 Part of the loan 
proceeds for tranche 1 was used to finance the ADB grant section of the project. The covenant 
requiring the government to take necessary measures to “implement harmonized cross-border 
procedures at Yarant by end December 2012 and ensure that the border crossing is open to the 
public year-round without restricting the border crossing to residents and citizens of Mongolia and 
PRC,” was partly complied with as the cross-border procedures between Mongolia and the PRC 
were not harmonized. The agreement made was not enforced.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation  
 
14. The PCR rated the project highly relevant. It was aligned to the road sector strategy of the 
government with the objective of improving the efficiency of road transport to facilitate the 
economic and social development of the country. The project was a high priority transport project 
with significant demonstrative effects in transforming western Mongolia into a regional economic 
corridor. The PCR noted that the project was also aligned with the country strategy of ADB for 
Mongolia to promote pro-poor economic growth to reduce poverty. The road sector was one of 
the foci of ADB operations with the north–south road corridor in the western region as a high 
priority. The Road Master Plan 2008–2020 of Mongolia and Road Sector Development Program 

 
9  ADB (East Asia Department). 2011. Review Mission to Mongolia: Western Regional Road Corridor Development 

Project Phase 1. Back-to-office report. 5 July (internal).  
10 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing 

Facility to Mongolia for the Western Regional Road Corridor Investment Program. Manila. 
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up to 2016 of ADB prioritized completing national roads connecting to the Asian highways and 
Central Asia Regional Economic Cooperation (CAREC) corridor.  
 
15. While the PCR considered the design of the project to possess technically innovative 
features, they were not adequately described. The validation identified several design 
deficiencies. First, the ADB grant and some government financing were the only assured funding 
for the project. The government was still discussing with other international financing institutions 
on filling the funding gap as government financial resources was limited. During project 
implementation, funding for the project was still uncertain. ADB, through the subsequent MFF 
loan, filled the funding gap for the Baga Ulaan Pass–Manhan Soum section of 103.3 km, while 
the Export–Import Bank of China (China Exim Bank) provided a loan for the Manhan  
Soum–Khovd road section of 93.1 km. Second, the accuracy of the project cost estimate prepared 
under the project preparatory technical assistance underestimated the increase in construction 
costs resulting in substantial cost overrun. Third, the capacity of the executing agency and PIU 
was deficient and required significant capacity building on ADB procurement guidelines, loan 
disbursements, and financial reporting requirements. This should have surfaced during the 
assessment of project readiness with capacity building conducted before or at the beginning of 
project implementation. Given the design weaknesses and in the absence of transformative 
effects, this validation assesses the project relevant.   
 
B. Effectiveness in Achieving Project Outcome and Outputs 
 
16. The PCR rated the project effective. The design and monitoring framework (DMF) in the 
PCR summarized the performance indicators, targets, and achievements associated with the 
project outcome. The average travel speed on the project road was to increase from 40 km to 
60 km per hour by 2013 and travel time from Yarant to Khovd City was to decrease by 3 hours by 
2013. These were reported to be achieved in 2019. Also, the average border processing times 
for goods and passengers at Yarant was to be reduced by one hour by 2013 and traffic volume 
at Yarant border to be increased by 15% annually from 2012 to 2015. The reduction in border 
processing times was reported to be achieved in 2013 while the increase in traffic volume 
achieved from 2014 to 2018. The PCR mentioned that the transport network in the region 
improved, allowing residents easier, cheaper, and faster access to social, health, and other 
services.   
 
17. This validation finds that most of the project outcome indicators were achieved but much 
later than the time frame specified in the original DMF. Also, the comparison of outcome indicators 
with the original and achievement columns had some limitations. It did not provide references of 
the data sources nor described the data collection method used to estimate the outcome 
indicators. Also, the PCR description of outcomes in paragraph 35 of the report referred to the 
road segment from Yarant to Ulaanbaishint while the DMF specifically referred to the Yarant to 
Khovd City. As noted, the China Exim Bank financed the Manhan Soum to Khovd road while the 
ensuing MFF tranche 1 from ADB funded the Baga Ulaan Pass–Manhan Soum road section. 

 
18. This validation notes that the intended outputs changed somewhat, and achievements 
were delayed by several years. Under output 1 of the targeted 431.2 km, 234.8 km were 
completed under the project. Of this, 110.8 km road section was financed from the ADB grant and 
124 km of different road sections between Yarant border to Temeen Huzuu hill was financed by 
the government by 2018. ADB filled the funding gap for the Baga Ulaan Pass–Manhan Soum 
section of 103.3 km through the subsequent MFF loan, while the China Exim Bank provided an 
ensuing loan for the Manhan Soum–Khovd road section of 93.1 km. For output 2, instead of three 
targeted road maintenance centers by 2012, the project completed two by 2017. The procured 
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maintenance equipment for output 3 were not the same as described at appraisal.11 Output 4 
target was expected to be enforcing axle-load limits for trucks by 2012, for this, one weigh station 
near Bulgan Soum started operation in 2016. Output 5 target was to conduct five training 
programs with 20 targeted participants in each of the training program by 2012 and facilitate other 
community development activities. Exceeding the target, the project had 4,097 participants 
trained, of which 1,736 were female in three soums covering topics on project outputs, land use, 
road construction, and environment protection. For output 6, awareness on HIV/AIDS was raised 
with 1,500 construction workers and other vulnerable people against a target of 2,300 participants 
by 2009. For output 7 to strengthen institutional capacity of MRTT, project consultants conducted 
90 person-days of conference room seminars and also on-the-job trainings for seven persons 
exceeding the target of 30 PM training and seminars by 2012. 
 
19. The PCR noted that the environmental management plan was implemented satisfactorily 
with no adverse environmental issues other than those it identified. However, this validation notes 
that site clean-up of the temporary facilities such as the camp of the contractor and asphalt 
concrete plant were incomplete and posed environmental hazards in some areas.12 The project 
demolished a 6 square meter wooden storage structure within the road right-of-way but 
constructed a new and larger storage structure with improved construction materials as 
compensation. It also removed two stone sheds located near Bodonch canyon. One was 
reconstructed on another site, while the owner of the other was paid with monetary compensation. 
Since the project conducted these resettlement activities without ADB’s knowledge, ADB required 
the executing agency to prepare and submit a resettlement plan. 

 
20. The project did not have an adverse impact on indigenous peoples. It also had no gender 
action plan, but it included gender and development measures to promote equal access and use 
of relevant services, resources, assets, and opportunities by women and girls. The project 
provided technical training on land use, road construction, and environmental protection to 4,097 
people, of which 42% were women. On the whole, since a majority of the project outcome and 
outputs were achieved, this validation assesses the project effective.  

 
C. Efficiency of Resource Use 
 
21. The PCR rated the project less than efficient. It prepared the economic reevaluation of the 
project that showed an economic internal rate of return (EIRR) of 6.6%, lower than the 12% 
economic hurdle rate. This was lower than the 13.6% EIRR computed at appraisal for the Yarant–
Bulgan–Khovd section. The lower EIRR was attributed to the substantial cost overruns, 
implementation delays, and lower traffic volumes. The PCR noted that the unquantified strategic 
importance of the road corridor and socioeconomic impact on local communities were essential 
and included in judging the economic viability of the project. 
 
22.  The PCR’s recomputation of the project EIRR included road sections funded by the 
government except the Yarant border to Bulgan Soum.13 The 6.6% recomputed EIRR shows the 
economic return for the project as a whole. The traffic forecast used in the recomputation of project 

 
11 Equipment for maintenance center was procured comprising one tractor, three asphalt cutters and three compactors, 

a set of hand tools including two bitumen spreaders, two dual cabin utility vehicles, a pneumatic tire roller, a motor 
grader, and a truck-mounted crane. This compares to the intended procurement of equipment for maintenance 
centers with an estimated value of $250,000 and two weigh scales by 2012, according to appraisal. 

12 ADB (East Asia Department). 2017. Review Mission to Mongolia: Western Regional Road Corridor Development 
Project Phase 1. Back-to-office report. 5 June (internal).  

13 Footnote 6. The Yarant border to Bulgan Soum were completed before project appraisal and used government 
funding. 
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benefits relied on one traffic count station, which was insufficient for the 431.2 km project road 
length.14 Vehicular traffic depends on factors such as level of urbanization, economic activity, and 
population. The PCR should have conducted traffic counts at additional road sections to produce 
a more in-depth economic analysis of each relevant road section. Based on the low EIRR, this 
validation assesses the project less than efficient. 
 
D. Preliminary Assessment of Sustainability 
 
23. The PCR rated the project likely sustainable. It noted that the government enacted the 
Road Law Amendment of 2017 to expand road maintenance funding and enhance asset 
management.15 The project established two maintenance centers and a weigh station to increase 
the efficiency of routine and periodic maintenance and enhance the enforcement of axle load 
control. It also operationalized a toll collection facility near Bulgan Soum in Khovd Aimag.  
 
24. Under the grant covenant, it was specified that all collected road user fees be for the 
maintenance and rehabilitation of the road project. If fees are insufficient for the maintenance and 
rehabilitation, the government should allocate adequate funds. The increase in fee depends on 
the completion of the whole corridor. Traffic growth is forecasted as more of the road sections are 
improved. The PCR did not provide evidence on the amount of the toll collections and whether it 
was sufficient to sustain road project maintenance costs. It was observed that government 
allocation to the road maintenance budget was insufficient, such as during the 2015–2016 winter, 
when ice was accumulated on the road project.16 Continued neglect and seasonal exposure to 
the freeze–thaw cycle leads to accelerated pavement deterioration. Financial analysis was not 
done to show sufficiency of toll collections. Also, the PCR should have provided data on the weigh 
station operations to show effective mitigation of overloading. 
 
25. The on-site availability of the road maintenance centers with adequate equipment and 
well-trained manpower will be beneficial. However, since there is no assurance that funding from 
road user fees and the government budget would be sufficient, this validation assesses the project 
less than likely sustainable.  
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
26. The PCR rated the development impact of the project highly satisfactory. Based on the 
PRC’s Xinjiang Uygur Logistics Association, the improved road benefited the regional supply 
chain and travel time on the Takeshiken (Xinjiang Uygur Autonomous Region)–Yarant–Khovd 
route decreased by 12 hours. It also reduced the time and cost required for regional trade as 
indicated in the CAREC Corridor Performance Measurement and Monitoring Annual Report 
2018.17 With the road improvement, lighter and more fuel-efficient trucks capable of speeds of up 
to 100 km per hour are being used. This stimulated tourism from the PRC and higher exports of 
coal and minerals from Mongolia.  
 

 
14 Traffic data was only available from the annual counts conducted by the Ministry of Road and Transport Development. 

Only one counting point was located in the project section. 
15 The State Great Hural (Parliament) of Mongolia. http://www.parliament.mn/n/xroy. 
16  ADB (East Asia Department). 2016. Review Mission to Mongolia: Western Region Road Corridor Investment 

Program. Back-to-office report. 5 August (internal).  
17 ADB. 2018. CAREC Corridor Performance Measurement and Monitoring Annual Report 2018. Manila. 
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27. This validation observes that none of the impact performance indicators for the project 
had been measured including the gross regional product of Khovd Aimag, regional transit trade 
tonnages, and trade between the western region and the PRC. The PCR should have provided 
statistics from a baseline year to date to show the latest growth trends, collecting data periodically 
for the impact indicators. Although there is insufficient evidence on the development impact of the 
project, this validation assesses the development impact satisfactory given that the completed 
road is anticipated to be the stimulus for economic growth in the western region.  

 
B. Performance of the Borrower and Executing Agency 
 
28. The PCR rated the performance of the borrower and executing agency satisfactory.  
The PSC functioned resolving coordination and project implementation issues including delays 
regarding work permits of contractors and equipment imports. The PIU supervised the 
implementation, primarily focusing on civil works. This led to low attention for other components 
including community development activities. ADB project review missions informed the executing 
agency that the PIU was not functioning well, was understaffed, and staff were not receiving their 
salaries on time. 
  
29. This validation notes that the issuance of work permits and equipment imports were not 
resolved expeditiously despite the PSC membership of the responsible offices. At appraisal, the 
borrower and executing agency assured ADB that the total project financing requirements would 
be available, or the government would finance any gap. The government successfully negotiated 
with the PRC for financing but was unable to close the funding gap which resulted in ADB’s MFF 
loan tranche 1 financing the Baga Ulaan Pass–Manhan road section. Considering the 
government’s efforts on financing and project implementation, this validation assesses the 
performance of the borrower and executing agency satisfactory. 

 
C. Performance of the Asian Development Bank and Cofinanciers 
 
30. The PCR rated the performance of ADB satisfactory. It observed that during project 
implementation, ADB assisted the government to resolve project financing and implementation 
problems. ADB fielded 10 review missions, a project completion review, and follow-up mission 
aside from the initial fact-finding, appraisal, and inception missions. The project review missions 
identified problems in construction works and provided contract management support to ensure 
compliance with ADB guidelines. Due to project cost overruns, ADB provided additional financing 
through the MFF loan tranche 1 to ensure completion of the entire road project.  
 
31. This validation notes that during appraisal, the government had insufficient financing to 
complete the project and was relying on the China Exim Bank to close the gap. The government 
assured that if the China Exim Bank negotiation failed, it would finance the deficiency, but this did 
not avoid financing gap. Also, ADB required the executing agency to prepare a resettlement plan 
when it discovered that forced resettlement occurred (para. 19). Based on the performance and 
readiness of ADB, this validation assesses the performance of ADB satisfactory. 
 
D. Others  

 
32. The PCR observed that the process took a long time before the contract was awarded 
due to the lack of understanding of the PIU and executing agency on procurement procedures of 
ADB. This validation notes that ADB required the executing agency to review and revise its 
technical evaluation of bids due to some transparency issues which resulted in delays of about  
2 years. This validation finds that the grant closing date was delayed (para. 5). The borrower and 
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executing agency encountered delay in providing counterpart funding. While the government 
prepared and submitted its PCR, no assessment of the project was made.18  
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  

 
33. The PCR rated the project successful. It rated the project highly relevant as it was aligned 
to the Road Master Plan 2008–2020 of Mongolia, and to Road Sector Development Program up 
to 2016, and country strategy for Mongolia of ADB. The PCR noted that the project design had 
highly innovative features for the successful construction of paved roads in the western region.  
It rated the project effective as it attained all the outcome performance targets. It rated the project 
less than efficient as the recomputed EIRR was below the economic hurdle rate. The PCR rated 
the project likely sustainable as the maintenance mechanism inclusive of the road maintenance 
centers and user fees would ensure that the road was well maintained.  
 
34. This validation assesses the project relevant. While it was aligned to the Road Master 
Plan of Mongolia and the country strategy, the project design had few deficiencies. This validation 
assesses the project effective as majority of project outcome and outputs were achieved albeit 
with delays and the measurements were not well justified. This validation assesses the project 
less than efficient as the recomputed EIRR was below the hurdle rate. It assesses the project less 
than likely sustainable as the financing for maintenance was not assured and there was no 
evidence if the weigh scale provided was effective in mitigating truck overloading. Overall, this 
validation assesses the project less than successful. 
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

 
 
 
 
Relevance 

Highly 
relevant Relevant 

There were several deficiencies in project 
design and the absence of transformative 
effects. The ADB grant and some 
government financing were the only 
assured funding for the project and the 
cost estimate was inaccurate. Also, the 
capacity of the executing agency and PIU 
was deficient, which should have surfaced 
during the assessment of project 
readiness. 

Effectiveness Effective Effective  

Efficiency Less than 
efficient 

Less than 
efficient 

 

Sustainability Likely 
sustainable 

Less than likely 
sustainable 

The sufficiency of toll fee collections and   
government budget for maintenance were 
not assured. 

Overall Assessment Successful Less than 
successful 

 

Preliminary Assessment 
of Impact 

Highly 
satisfactory Satisfactory 

The completed road is anticipated to be 
the stimulus for economic growth in the 
western region. However, the PCR did not 
measure the impact performance 

 
18 Government of Mongolia, Ministry of Road and Transport, Project Implementation Unit. 2016. Project Completion 

Report: Western Regional Road Corridor Development Project. Ulaanbatar. 
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Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
indicators, nor did it provide any data to 
support its assessment.  

Borrower and executing 
agency Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Less than 

satisfactory 
Para. 39. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report, 
PIU = project implementation unit. 
Source: ADB (IED). 
 
B. Lessons 

 
35. The PCR identified several issues and lessons from the project. The government 
underestimated the project cost and had to source additional financing to complete all the road 
project sections. With the accumulated experience from the project, the government needs 
improved capacity to conduct due diligence and cost estimation. Also, the government needs to 
support foreign contractors to obtain labor and equipment import permits in a timely manner to 
reduce implementation delays. In addition, improved road assets can only attain their economic 
life if proper routine and periodic maintenance is sustained and vehicle overloading is mitigated. 
 
36. This validation offers additional lessons at the project level.  

 
(i) A comprehensive and thorough review of the detailed design at prefeasibility and 
detailed design stage, including accurate cost estimates, helps in facilitating better project 
implementation. The government reviewed the prefeasibility and detailed design studies 
and accepted them, but the parameters of the review process were not given. During 
implementation, significant detailed design variations were made, and the construction 
cost increased. General price increases were not sufficiently considered in the cost 
estimates. 
 
(ii) Firming-up sufficient project financing before implementation helps ensure timely 
completion. During implementation, the government was negotiating for additional 
financing. The PRC had committed to finance the Manhan Soum–Khovd road section, but 
cost increases required additional financing to undertake the Baga Ulaan–Manhan Soum 
section.  
 
(iii) Harmonizing guidelines used in the preparation of the government’s PCR with that 
of ADB’s is imperative. The government’s PCR was of poor quality and had no evaluative 
use. It contained data and some implementation issues and their resolution. No evaluation 
of project performance or its stakeholders were provided. 

 
C. Recommendations for Follow-Up 
 
37. The PCR identified follow-up actions in transport development, trade facilitation, 
socioeconomic development, and other comprehensive approaches to boost the regional supply 
chains especially related to the western regional corridor north of Khovd City being improved 
under the succeeding MFF. This validation considers the necessity of conducting periodic traffic 
volume counts on additional road sections between Ulaanbaishint and Yarant. There should be 
at least four traffic count stations established between the Yarant–Khov road section.   
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V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
38. This validation finds the need for the executing agency to provide ADB with periodic 
reports on the progress of implementation of loan covenants (i.e., on regulation and other 
measures to control axle weight of vehicles, road user fee collections and its use for project road 
maintenance and rehabilitation, implementation of harmonized cross-border procedures at 
Yarant, the project performance management system operation, and the status of collection of 
data at completion).   
  
B. Comments on Project Completion Report Quality 

 
39. This validation assesses the PCR quality less than satisfactory since the quality and 
referencing of data were not adequate. The evaluation of project relevance, effectiveness, 
efficiency, and sustainability was not fully justified and lacked deeper analysis of project 
performance. Its discussions on outcome were inconsistent with the indicators and achievement 
given in the DMF of the PCR. It seems that some guidelines in PCR preparation were not followed. 
The PCR’s description of the project did not give detailed discussions on implementation issues 
and their resolution. It depended on institutional data instead of collecting data from primary 
sources on vehicle traffic volume, origin–destination, and beneficiary surveys on the appreciation 
of the completed road. Relying on one traffic count station is inadequate, when traffic volume 
varies by location, population, and urban activity.  
 
C. Data Sources for Validation 

 
40. The data sources for this validation include the project’s report and recommendation of 
the President, PCR, back-to-office reports of ADB missions including the attached Aide Memoires, 
the Road Master Plan 2008–2020 of Mongolia, and the country strategy and program for 
Mongolia, the Road Sector Development to 2016, and CAREC Corridor Performance 
Measurement and Monitoring Annual Report 2016 of ADB.  
 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
41. The PCR recommended that the project performance evaluation report be prepared in 
2021. This assumes that the road improvement from Yarant border to Olgiy City would be 
completed. This validation recommends that the project performance evaluation report is 
prepared later than 2023 to allow full development and visibility of project road impacts.  


	Project Basic Data
	I. Project Description
	II. Evaluation of Performance and Ratings
	III. Other Performance Assessments
	IV. Overall Assessment, Lessons, and Recommendations
	V. Other Considerations and Follow-Up



