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Feb 2013 

To 
Jan 2013 
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 Director 
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N. Subramaniam, IESP 
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a  Interest during construction costs. 
b  Team members: S. Palle Venkata (quality reviewer), F. De Guzman (Senior Evaluation Officer), C. Mason and E. 
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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Qinghai Province is located in the upper Yangtze and Yellow River valleys. It is one of 
the poorest provinces in the People's Republic of China (PRC). Poverty incidence was 
predominantly high in Qinghai’s rural areas. Population below the poverty line was about 39% in 
the three project counties—Hualong, Jianzha, and Xunhua, mainly due to their remote location 
and extreme climate characterized by drought and low precipitation.1 Ethnic minority groups 
accounted for about 95% of the project’s main beneficiaries.  

                                                
1  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of China for the Qinghai Rural Water Resources Management Project. Manila. 
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2. Agriculture has been an important sector in Qinghai. However, agricultural productivity in 
the province was low due to unreliable water delivery services and poor agronomic practices. 
Improving water management to meet irrigation water needs was the province’s primary 
agricultural development priority. Small lift irrigation pumps built in the 1970s served the project 
area. During appraisal, the pumping stations and irrigation systems were dilapidated. Irrigation 
water efficiency was low. It was also expensive to operate due to high pumping electricity costs. 
To address these issues, the project was designed to (i) connect new main irrigation canals to 
the two existing reservoirs and convert the existing pumping irrigation schemes in disrepair to 
gravity irrigation; (ii) establish a water users association (WUA) structure and service delivery 
organization to operate the schemes, funded by an irrigation service fee (ISF); and (iii) offer 
agricultural service support to supplement the insufficient agriculture extension services 
provided by local agriculture bureaus.  The modality adopted was a project loan.  

 
B. Expected Impacts, Outcomes, and Outputs 
 
3. The project’s expected impact was increased farmers’ income and reduced poverty in 
the counties of Hualong, Jianzha, and Xunhua in Qinghai Province. Its envisaged outcome was 
increased agricultural productivity and irrigation water use efficiency in the project area. The 
project’s intended outputs were (i) provision of climate-resilient irrigation infrastructure including 
conversion of the existing lift irrigation schemes to gravity irrigation using two existing 
reservoirs; (ii) participatory irrigation management; (iii) strengthened agricultural service 
support; and (iv) improved project management.  
 
C. Provision of Inputs 
 
4. The project loan was approved by the Asian Development Bank (ADB) in March 2011. 
The loan became effective in July 2011 and closed in March 2019, as against the planned 
closing date in March 2017. The closing delay was due primarily to the tunneling work for the 
main canals, which was made difficult by the site’s complicated geology2 unanticipated during 
project preparation and appraisal.3 
 
5. The project cost was estimated at $223.6 million at appraisal, out of which ADB 
contributed $60 million. ADB provided financing for the contributory costs of the three local 
counties in the project area. The financing balance was provided by the Qinghai provincial 
government. Upon completion, the actual project cost was $268.53 million, which constituted an 
overrun of 20.1%. ADB’s contribution remained at $60 million, and the cost overrun was borne by 
the borrower. The project completion report (PCR)4 attributed the cost overrun to price increases, 
changes in geological conditions and the construction environment, and higher resettlement 
costs and fees. The Ethnic Minority Development Plan Evaluation (EMDP) noted that a 
significant length of one of the main canals was rerouted to avoid tunneling under an important 
cultural and religious landmark.5 
 

                                                
2  Neither the ADB PCR nor the government’s own PCR was explicit about the geological problem. The government 

PCR implies that the situation was riskier than had been expected at the time of project preparation, possibly due to 
more fragile material than anticipated. 

3  There were other reasons including conflict with on-going highway construction in the same area and the lengthy 
winter season that limited the time available for construction works. 

4  ADB. 2020. Completion Report: Qinghai Rural Water Resources Management Project in the People’s Republic of 
China. Manila. 

5  Footnote 4, Appendix 8. Following the original main canal alignment would have involved tunneling under a 
monastery and a mountain considered sacred by the Tibetan minority population.  
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6. The consulting services were estimated at 200 person-months at appraisal, 190 person-
months from a firm (40 international and 150 national) and 10 person-months of individual 
national consultants for training. The PCR did not indicate the specific number of person-months 
utilized under the project. It reported that these were procured in accordance with the 
procurement plan.  
 
7. The project was classified as category B for environment, and category A for both the 
involuntary resettlement and the indigenous peoples. The land acquisition had two separate 
resettlement plans for each scheme prepared in September 2009. These were updated during 
implementation. Three ethnic groups (Hui, Salar, and Tibetan peoples) inhabit the project 
counties. The Qinghai provincial government prepared an EMDP to ensure pro-minority activities 
and measures into the project and safeguard the interests of ethnic minorities. The project 
gender classification was effective gender mainstreaming for gender equality. The preparation 
team prepared a gender action plan (GAP) for the project, along with gender-specific measures 
to ensure that women benefited and fully participated in the project and that potential adverse 
effects on women were mitigated.  
 
8.  ADB also approved a capacity development technical assistance (TA) in December 2010 
to strengthen participatory irrigation management (PIM) measures and project management 
capacity in Qinghai Province.6 The TA amounted to $700,000 and was almost fully utilized in 
financing a total of 14 person-months of international consulting services and 39.2 person-
months of national consulting services.  
 
D. Implementation Arrangements 
 
9. The Qinghai provincial government, acting through the Qinghai Provincial Water 
Resources Department (QPWRD), was the executing agency for the project. The Qinghai 
Provincial Project Management Office in the QPWRD assumed day-to-day responsibility for 
coordination, monitoring, and consolidated reporting for project implementation. County-level 
project leading groups and project management offices (PMOs) administered and coordinated 
project implementation activities in the counties; implemented resettlement plans, ethnic minority 
development plans, environmental management plan, and GAP; and monitored project 
performance. The implementation arrangements remained unchanged during implementation 
and reportedly functioned smoothly.  
 
10. The consultants recruited under the TA prepared a comprehensive institutional framework 
for PIM and the WUAs in Qinghai Province together with a PIM implementation plan for the 
project area; developed the capacity of the project’s executing agency and implementing 
agencies for effective project implementation and management; and established a computer-
based information system for project performance monitoring and evaluation. The PCR indicated 
that the TA completed all of its outputs and was rated successful.  
 
11. All covenants were fully complied with except for three, i.e., two covenants pertaining to 
formalities in finalizing land acquisition measures and the environmental management plan, and 
one relating to the final approval of the ISF in each of the three project counties. At the time of 

                                                
6  ADB. 2010. Technical Assistance to the People’s Republic of China for Strengthening Participatory Irrigation 

Management and Project Management Capacity in Qinghai Province. Manila.   
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the project completion mission, it was agreed that these three were to be complied with by the 
end of December 2020.7 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
12. The PCR rated the project highly relevant. It noted that the project outcome was fully 
consistent with the PRC’s Eleventh Five-Year Plan, 2006–2010, and the PRC Poverty Alleviation 
Program Outline, 2001–2010, which aimed to reduce poverty by strengthening agricultural 
development.8 The project was also aligned with the Qinghai Province’s Eleventh Five-Year Plan 
and the Qinghai Poverty Alleviation Program, 2003–2010, which highlighted the need for 
strengthening agricultural infrastructure construction and optimizing crop structures. The project 
was aligned with the planned targeted increase in water use efficiency, as specified in the 
Qinghai Comprehensive Water Resources Plan for 2008–2030.9  It was also in line with ADB’s 
PRC Country Partnership Strategy, 2008–2010, a key thrust of which was to boost productivity 
and diversify production in poor rural areas through investments in rural infrastructure, such as 
irrigation systems.10 This validation notes that the project was consistent with ADB’s Strategy 
2020 11  prevailing at the time of appraisal since it focused on the provision of irrigation 
infrastructure in the agriculture sector to promote inclusive growth.  
 
13.  The PCR indicated that there was no change in scope or revision to the design and 
monitoring framework and that the overall design was sound. It also indicated that the original 
design and monitoring framework was appropriate and the result chain was clear and logical. 
This validation views the project design adequate, although more attention could have been 
devoted during the appraisal stage.  Given the project’s complexity in terms of design, a more 
thorough geological investigation during project preparation (or at least an adequate provision for 
contingency allocation) could have anticipated the complicated tunneling works. While the extent 
of the complexity of geological conditions could not have been fully foreseen at the design stage, 
some risks could have been mitigated to some degree through a more realistic provision for 
possible time and cost overrun. The oversight resulted in a two-year delay and a 20.1% cost 
overrun, which in turn, led to high development costs per ha. On the whole, with the eventual 
capital cost of $268.53 million,12 the project improved water supply in the project areas to about 
13,995 ha. The development cost per ha works amounted to more than $19,000 per ha.13 From a 
post facto point of view, the main benefits of the project—to reduce the recurrent cost of irrigation 
significantly and ensure a more dependable water supply—were realized at a considerable 
capital cost.  Compounding this problem with due diligence was the change in the alignment of 
one of the main canals during project implementation due to a cultural conflict. This could have 
been avoided with adequate consultation with project-affected persons during the design phase. 
 

                                                
7  ADB (East Asia Department). 2021. Status of Project Completion Report, Project Agreement Schedule paras. 2, 5 

and 6: Qinghai Rural Water Resources Management Project in People’s Republic of China. 04 February (internal). 
8  Government of the People’s Republic of China. 2006. The Outline of the Eleventh Five-Year Plan for National 

Economic and Social Development, 2006‒2010. Beijing.   
9  Qinghai Provincial Government, Qinghai Provincial Water Resources Department. 2008. Qinghai Comprehensive 

Water Resources Plan for 2008–2030. Xining, Qinghai.   
10  ADB. 2008. Country Partnership Strategy: People’s Republic of China, 2008–2010. Manila.   
11  ADB. 2008. Strategy 2020:  Working for an Asia and Pacific Free of Poverty. Manila. 
12  Excluding the cost of the reservoirs which is unknown. 
13  While it is difficult to indicate an average or standard unit cost per ha for irrigation development, in principle, it should 

be between $5,000 to $10,000 per ha. 
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14. This validation notes that the project was strategically relevant, given the priorities of the 
PRC and the ADB. However, it notes that there were a few design issues, which could have been 
foreseen during the project preparation stage. Some of these could have been mitigated by 
devoting more attention during the design phase.  For a project to merit a higher assessment, it 
should have innovative features, significant demonstration value for other projects, or 
transformative effects. The PCR did not provide supporting information on these aspects. On the 
whole, this validation assesses the project relevant. 
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
15. The PCR rated the project effective. The project outcome indicators were: (i) increased 
wheat yields; (ii) high value crops diversified; and (iii) irrigation water efficiency use increased, by 
2016. The PCR indicated that the first two indicators were achieved. Spring wheat yield 
increased to 5.7 tons per hectare (t/ha) as targeted and winter wheat yield increased to 7.3 t/ha 
(target: 7.2 t/ha). High-value crops diversified on an additional 3,041 ha (target: 3,000 ha). The 
third came close to the target. Irrigation water use efficiency increased to 55% (target: 56%).  
 
16. The PCR indicated that the project achieved all of its output indicators. Under output 1, 
four irrigation canals and 83 branch canals were constructed (targets: four irrigation canals, 89 
branch canals), serving 13,955 ha (target: 13,903 ha) of irrigated area. Flow regulation 
measurement structures were established at all branch and lateral canal offtakes. All output 2 
indicators were achieved, including 18 model WUAs developed and women participation in the 
WUAs. Under output 3, agriculture service support was provided including training of improved 
agronomic measures and irrigation techniques for 62% of local farmers and 56% of them were 
women. All outputs were achieved, taking 2–3 years longer than planned. 
 
17. The PCR noted that the overall implementation of the EMDP was satisfactory. The land 
acquisition and resettlement plans were implemented in compliance with ADB’s Safeguards 
Policy. Focus group discussions were organized to ensure public consultation with participants 
including ethnic minorities, on the alignment of the canals, trainings, and the establishment of a 
grievance mechanism. Due to design changes, there was a significant reduction (64.1%) in 
house demolition. Permanent land occupation increased by 70.8% from the appraisal estimate. 
This resulted in an overall increase in cost by 167.5%. During the implementation period, seven 
grievance cases were reported to local authorities and were resolved, as well as recorded for 
resettlement monitoring reports. 
  
18. The GAP has six out of seven activities that were fully implemented and completed, and 
nine out of 10 quantitative targets were achieved. The project had a positive impact on women 
particularly by (i) increasing women’s technical capacity in agriculture and agricultural marketing, 
and (ii) empowering women and ensuring their participation and membership in WUAs. The GAP 
implementation was also linked with existing government poverty-relief projects, including small 
loans with discounted interest rates provided to poor women for agricultural restructuring.   

 
19. The three outcome indicators were largely achieved. All of the output indicators were 
achieved with longer timeframe. The safeguards and GAP measures were well implemented. 
Based on these achievements, this validation assesses the project effective.  
 
C. Efficiency of Resource Use 
 
20. The PCR rated the project efficient. The recalculated EIRR for the overall project was 
11.1% and that of the four individual main canals ranged from 6.7% to 13.7%. The PCR rated the 



 6 

project efficient, considering the 9% minimum EIRR requirement under the Guidelines for the 
Economic Analysis of Projects.14 
 
21. The PCR should use the same benchmark for EIRR during appraisal and completion. 
This validation notes that this project applied the discount rate of 12% at appraisal and 9% at 
completion. For consistency purpose, the same hurdle rate should have been used. The project 
EIRR at completion was below 12%.15 In terms of process efficiency, the project was completed 
after a two-year delay with one extension and with a 20.1% cost overrun.  On these bases, this 
validation assesses the project less than efficient.  
 
D. Preliminary Assessment of Sustainability 
 
22. The PCR rated the project likely sustainable based on the (i) significantly reduced 
operational costs of a gravity irrigation system versus a pumping system; (ii) assessed 
willingness of farmers to pay the proposed ISF; (iii) likelihood that the provincial and county 
governments will provide the required budget to operate and maintain the scheme; (iv) fact that 
PIM and WUAs are being promoted by the government; and (v) fact that farmers’ increased 
incomes will make them more likely to pay their share of future operation and maintenance 
(O&M) costs. This validation notes that this rationale is reasonable and that two of the three 
county governments have now formalized a new ISF based on the relevant loan covenant.16 In 
addition, annual fund requirements will be lower than before the completion of the scheme since 
the operational costs under a gravity system are significantly lower than for a pumping system. 
Both farmers and government agencies will be paying less for more dependable water delivery. 
The government will be able to budget sufficient funds for its component of the operation and 
maintenance funding.  On this basis, this validation assesses the project likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
23. The PCR assessed the project’s development impact satisfactory. The expected impact 
for the project were increased farmers’ income and reduced poverty in the counties of Hualong, 
Jianzha, and Xunhua. The indicators included (i) average farmer income increased from Chinese 
Yuan (CNY) 3,000 in 2009 to CNY5,000 by 2020; and (ii) poverty incidence in the project area 
reduced from 39% in 2008 to 25% by 2020. The PCR indicated that these have been achieved. 
The average income of local farmers increased from CNY3,000 in 2009 to CNY9,958 in 2018. 
From 2008 to 2018, poverty incidence in the project area declined from 39.0% to 7.1% in Jianzha 
County, 2.4% in Hualong County, and 0.1% in Xunhua County, and by 2019 absolute poverty 
was eliminated in the project area. There is, however, an issue of attribution, since many 
extraneous factors may have contributed to these figures. Nonetheless, the PCR’s economic 
analysis indicated a significant increase in crop production especially for wheat, as well as high 
value fruit and vegetables, while the financial analysis indicated a significant reduction in 

                                                
14  ADB. 2017. Guidelines for the Economic Analysis of Projects. Manila. 
15  IED expects projects approved in 2017 that used the new EIRR benchmark in the RRP to be consistent in using the 

same rate at completion. However, at present, if the project used 12% in the RRP to compute EIRR, this should be 
the hurdle rate to be used in the PCR. 

16  It is expected that the third country government will also comply with in due course. This covenant requires an ISF to 
be set following the principles of (a) being adequate to ensure sustained O&M of irrigation infrastructure and facilities 
established under the project and minimizing government subsidies; (b) being affordable to farmers; and (c) being 
volumetric to encourage farmers to adopt water-conserving practices and following transparent participatory 
procedures. 
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irrigation costs. It can be assumed that the project has increased farmer’s income and 
contributed to poverty reduction in the project area. The conversion of about 3,000 ha to high 
value crops is also a promising development. On the other hand, the project was very localized, 
covering only 13,955 ha.17 There is a little scope for replication since the project depended on a 
special set of circumstances (two existing reservoirs near an on-going but dilapidated pumping 
scheme). In view of the fact that the project met its stated impact and associated targets, this 
validation assesses the development impact satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
24. The PCR rated the performance of the borrower and executing agency satisfactory. The 
county-level PMO cooperated well with the consultant and the provincial-level PMO. They 
played an important role in public consultations and participatory community development. It 
indicated that the government authorities followed all safeguards and reporting requirements. It 
also noted that the project management and contract management capacity in participating 
counties improved significantly throughout implementation. This validation views the borrower’s 
performance reasonable. Most project outcome and outputs were met, although some of these 
were achieved in longer timeframe. There were shortcomings in complying with the three loan 
covenants (para. 11). Two covenants pertaining to the formal approval of land acquisition and 
the final approval of the environmental management plan review are still being complied with.18 
The other covenant relating to the approval of a revised ISF, including the implementation of 
volumetric water allocations, was complied with by two of the three implementing agencies. This 
validation assesses the performance of the borrower and the executing agency satisfactory.  
 
C. Performance of the Asian Development Bank  
 
25. The PCR rated the performance of ADB satisfactory.19 This validation notes that the 
project was physically implemented in a backward and remote province, with little exposure to 
the best practices and procedures such that the executing agency needed a high degree of 
guidance and assistance. The support provided by the ADB through a total of 14 review 
missions, several of which included a safeguards officer and/or an environmental specialist, and 
required continuous contact with the PRCM. A considerable effort was put into project 
supervision. On this basis, this validation assesses ADB’s performance satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  
 
26. The PCR rated the project highly relevant, effective, efficient and likely sustainable. This 
validation views the performance of this project in terms of relevance and efficiency differently. 
On one hand, this validation assesses it relevant since the project design was deficient in the 
alignment of one of the main canals due to inadequate beneficiary consultation during 
preparation. On the other hand, this validation assesses it less than efficient in view of the whole 
project’s EIRR, i.e., below 12% and the project completion delay of two years with 20.1% cost 
overrun. The project did not take into account the complex geology in areas where tunneling was 
planned, leading to a cost overrun and an implementation delay. Also, the high unit cost per ha 
affected the project’s economic viability. Overall, this validation assesses the project successful. 

                                                
17  The total irrigated area in the PRC is about 60 million ha and in Qinghai province about 159,000 ha. 
18  Footnote 7. 
19  PCR noted that the government PCR considered ADB’s performance to have been highly satisfactory. 
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Overall Ratings 

Validation 
Criteria PCR IED Review 

Reason for Disagreement 
and/or Comments 

Relevance Highly 
relevant 

Relevant Mitigation to cope with the geological 
conditions could have been 
strengthened. That the project was 
innovative with significant transformative 
effect was not supported with sufficient 
evidence. 

Effectiveness  Effective  Effective   
Efficiency  Efficient  Less than 

efficient  
Project EIRR was less than 12%. In 
terms of process efficiency, the project 
incurred a 20.1% cost overrun. 

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall 
Assessment 

Successful Successful  

Preliminary 
Assessment of 
Impact 

Satisfactory Satisfactory  

Performance of 
borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of 
ADB 

Satisfactory Satisfactory  

Quality of PCR  Satisfactory Para. 32. 
ADB = Asian Development Bank, EIIR = economic internal rate of return, IED = Independent Evaluation Department, 
PCR = project completion report. 
Source: ADB (IED). 
 

B. Lessons 
 

27. The PCR provided the following lessons: (i) appropriate packaging of civil works could 
have increased the efficiency of contract implementation and helped reduce the procurement 
transaction cost; (ii) the project could have minimized the cost overrun by conducting detailed 
geological investigations and surveys more effectively and thoroughly at the preliminary design 
stage and controlled the increase below 10% through stringent contract management; (iii) 
appropriate communication strategies strengthen engagement with culturally and linguistically 
diverse groups of project-affected persons, including the vulnerable; and (iv) meaningful 
consultation and respectful relationships are ways to improve project implementation in ethnic 
minority areas. These are all valid lessons to consider when planning and preparing irrigation 
projects in general, and projects of any kind in a multi-ethnic minority setting. 
 
28. This validation adds two project level lessons. First, more careful assessment of the 
targeted area’s topography for gravity irrigation project enhances project performance, including 
agricultural productivity. For instance, determining the suitability of land area and its compatibility 
with irrigation development through the examination of the supply and quality of water resources, 
agro-climatic conditions, carrying capacity, and cropping intensity, including the agricultural 
practices and beneficiaries’ culture in place, supports a productive and sustainable management 
of irrigation and drainage system. Taking these into account in design and feasibility studies 



9 
 

could allow for better implementation and improved quality of irrigation service delivery. An 
understanding of the agronomic properties of, and the water and terrain interactions in the project 
areas, helps enhance efficient use of water from irrigations.   
 
29. Second, focusing the development efforts on the very poorest and most backward regions 
will often result in a more expensive investment with lower economic gains and impact. 
Investment funds spent on the project could have had a much broader and wider impact if 
invested in a region with greater development potential. There are regions that are better off with 
development funding through social assistance and/or transfer payments to ease the poverty 
situation than investment projects. The latter would be a less technically and economically 
practical option. During project preparation and conceptualization, sufficient analysis of funding 
options and an alternative development strategy permit effective use of funds in helping the 
poorest regions with lesser economic comparative advantage. 
 
C. Recommendations for Follow-Up 
 
30. The PCR provided two important recommendations. First, the QPWRD should continue to 
provide guidance on O&M to the counties after the schemes are handed over to them. Second, 
the three participating counties should ensure that full O&M costs are covered for the schemes, 
while the ISFs are adjusted gradually upwards in accordance with farmers’ ability to pay for non-
staff O&M costs. This validation stresses the need for these two measures to ensure the 
sustainability of the project investment. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
31. The PCR noted that the executing agency followed all monitoring and reporting 
arrangements. Safeguards monitoring reports were submitted and disclosed on the ADB website, 
including 14 external monitoring reports for resettlement, 10 external monitoring reports for ethnic 
minority development and gender development, and 10 environmental monitoring reports. In 
addition, 27 progress reports and four project performance monitoring and evaluation reports 
were submitted over the implementation period. It also noted that the financial management of 
the project was generally satisfactory. 

 
B. Comments on Project Completion Report Quality 
 
32. The PCR provided detailed descriptions of the outputs and outcomes of the project, 
including the performance indicators, in a clear and concise manner. The appendices were useful 
and informative, especially those on gender and safeguards. The PCR quality could have been 
improved by providing lessons and recommendations from the country and sector perspective, 
not only focusing on the project itself.  
 
C. Data Sources for Validation 

 
33. Data sources used were the RRP, ADB PCR, and associated project documents, and the 
government’s PCR. 
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D. Recommendation for Independent Evaluation Department Follow-Up 
 

34. This project was dependent on a special set of circumstances and is unlikely to be 
replicated. In addition, there were no significant outstanding issues, which would merit further 
follow up on the part of ADB. Preparing a performance evaluation report by IED for this project is 
not considered necessary. 
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