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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. The economic development of the western region of the People’s Republic of China (PRC) 
lagged behind other regions due to the harsh climate, underdeveloped transport and urban 
infrastructure, and a lack of investment.1 Located at the northwest part of the country, Gansu was 
one of the poorest provinces with a provincial gross domestic product per capita ranked second-
to-last among all provinces of the PRC. With an urban poverty rate of 9.5% and a rural poverty 
rate of 20.6%, Gansu was a priority area for development investment. In terms of per capita gross 
domestic product, Dingxi was ranked 12th and Zhangye was 8th among the 14 cities of Gansu. 
Dingxi had an urban poverty rate of 15.4% while Zhangye had 15.1%—rates that were two thirds 
higher than the provincial average.2 Both cities faced urban development challenges and lacked 
institutional capacity. 
 
2. Dingxi is located 100 kilometers southeast of the Gansu capital of Lanzhou and had a 
population of 2.7 million. Unfavorable climate caused water scarcity, frequent droughts, and short 
vegetation periods. Combined with an undeveloped transport, urban infrastructure, and industry, 
these hindered the city’s economic development. To stimulate economic growth and reduce 
poverty, the government devised a city development strategy that positioned Dingxi as a transport 
hub. The strategy included the construction of a railway line and highways and putting emphasis 
on developing industrial zones and urban infrastructure. 

 
3. Zhangye, located in the middle of the province and along the historic Silk Road, had a 
population of 1.2 million. The city experienced rapid population growth and faced a growing 
challenge of balancing urban development and environmental protection. Water resource uses 
were unsustainable due to rising demands of agriculture, urban population, and industries that, 
at the same time, degraded the area’s natural wetlands. Promoting wetland protection and 
sustainable management, in combination with environmentally friendly urban infrastructure 
development, were priority goals for the city. 

 
4. In 2012, the Asian Development Bank (ADB) approved its third urban development project 
in the Gansu province. This is to support the Dingxi and the Zhangye city governments’ efforts to 
rehabilitate and construct urban infrastructure, strengthen urban management capacity, and 
improve wetland protection and management.  
 
B. Expected Impacts, Outcome, and Outputs 
 
5. The project’s expected impacts were socioeconomic development and environmental 
improvement of Dingxi and Zhangye. The envisaged outcome was improved urban 
infrastructure, municipal services, and environment in Dingxi and Zhangye cities. The targeted 
outputs were (i) improved urban infrastructure operations in Dingxi, (ii) improved urban 
infrastructure operations in Zhangye, (iii) restored and protected wetland in Zhangye, and (iv) 
strengthened institutional capacities in the two cities. As a result of the midterm review, a minor 
change in scope was approved in 2016 to consider (i) the land acquisition and resettlement 
issues, and (ii) the wetland protection policy in Gansu province on banning new construction of 

 
1 ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 
Republic of China for Gansu Urban Infrastructure Development and Wetland Protection Project. Manila. 
2 ADB. 2021. Completion Report: Gansu Urban Infrastructure Development and Wetland Protection Project in the 
People’s Republic of China. Manila. 
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permanent buildings.3 The scope changes were mainly related to the (i) reduced total length of 
roads, bridges, culverts, stormwater pipeline, and sewer pipeline under outputs 1 and 2; (ii) 
dropping of a police station, a research and monitoring station, and an education center; and 
(iii) reduced number of watchtowers, roads, and boardwalks to be constructed under output 3.4   
 
C. Provision of Inputs 
 
6. The $100 million ADB loan was approved in September 2012 and became effective in 
May 2013 as scheduled. The project was completed in April 2019—indicating a 1-year delay from 
the original completion date. This was due to resettlement issues in Zhangye and the delay of the 
tree-planting activity along the roads in Dingxi. 
 
7. At appraisal, the total project cost was estimated at $255.34 million. Of this total cost, 
$100 million was to be financed from the ADB loan, $52.17 million from the Dingxi city 
government, $70.91 million from the Zhangye city government, and $32.26 million from the Bank 
of China (mainly to support the Zhangye city government). ADB’s loan was to cover civil works, 
equipment and supplies, capacity development and training, taxes and duties for eligible ADB-
financed expenditures, and bank charges.5  The actual total project cost was $228.27 million— 
which was 11% lower than the appraisal amount—due to the cancellation of building 
constructions under output 3 (para. 5).6 The commercial bank loan from the Bank of China to 
Zhangye was not utilized due to the city government’s improved financial situation, and to the 
project’s reduced scope. The ADB loan was fully utilized while the Dingxi and Zhangye 
governments covered the balance of $128.27 million. 
 
8. At appraisal, the project was to finance 75 person-months of consulting services, 
estimated at $1.25 million. During implementation, a project implementation consulting firm was 
selected in November 2013 and provided 22.9 person-months of international and 67.1 person-
months of national consulting services.  
 
9. The project was classified category A for environment and involuntary resettlement. 
Although the Zhangye wetland protection component was to support the rehabilitation and 
protection activities in the Zhangye Hei River Wetland National Nature Reserve, the project had 
potential negative environmental impacts. These impacts included soil erosion, alterations to 
protected areas, traffic noise, significant spoil disposal, community occupational health and safety 
risks during construction, and construction impacts. The project required significant land 
acquisition and resettlement—affecting 62 village groups, 16 villages, 2 towns, and 2 districts in 
the project cities. A total of 245.7 hectares of land was to be acquired permanently with 8 hectares 
of these to be occupied temporarily during project implementation—affecting 3,327 households 
with 12,264 members. Houses and other buildings totaling 215,829 square meters of floor space 
were to be demolished—affecting 698 households with 2,527 members, and 51 enterprises or 

 
3  ADB (East Asia Department). 2015. Midterm Review Mission to the PRC: Gansu Urban Infrastructure Development 
and Wetland Protection Project. Back-to-office report. 18 November (internal). 
4 ADB (East Asia Department). 2016. Request for Minor Change in Scope for Loan 2903-PRC: Gansu Urban 
Infrastructure Development and Wetland Protection Project. Memorandum. 28 January (internal). In October 2018, 
another minor change in scope was approved to restore the construction of two sections of road under output 2. 
5 The Government of the PRC was to relend the loan proceeds to the Gansu provincial government, which was to 
onlend the proceeds to the Dingxi and Zhangye municipal governments with the same terms and conditions as those 
of the ADB loan. The Zhangye municipal government was then to onlend the loan proceeds to the Ganzhou District 
Finance Bureau. The Dingxi municipal government and the Ganzhou District Finance Bureau were to assume the 
foreign exchange and interest rate risks of the ADB loan. 
6 See Appendix 2 of the PCR where Table A2.4 shows the total project cost at $220.91 million. This is because the 
actual costs of consultant and survey, design, and management for outputs 1–3 were not included in the total. 
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institutions. The project was classified category C for indigenous peoples. Ethnic minorities living 
in the project cities were well integrated economically and socially into the broader society. No 
adverse impacts particular to ethnic minorities were identified. A gender action plan (GAP) was 
prepared since the project was designed to meet ADB’s effective gender mainstreaming policies. 
 
D. Implementation Arrangements 
 
10. The executing agency was the Gansu Provincial Finance Department. Two oversight 
bodies were established—one chaired by the vice mayor of Dingxi City and the other by the vice 
governor of Ganzhou District, Zhangye City. The implementing agencies were the (i) Dingxi Urban 
Construction & Investment and Asset Management Company, and (ii) Zhangye Hei River Wetland 
Protection & Binhe New District Construction and Management Division. The arrangements were 
implemented as planned. The implementing agencies were responsible for coordinating and 
overseeing project implementation. A project management office (PMO) for Dingxi subprojects 
was established within the company, while a PMO for Zhangye subprojects was also set-up in 
the Ganzhou District Financial Bureau of Zhangye City. The PMOs were responsible for 
overseeing daily project implementation. A project preparatory technical assistance approved in 
2010 had its implementation extended to December 2012—to support the implementing 
agencies’ review of detailed designs and to prepare the first set of national competitive bidding 
documents prior to the loan effectiveness.7 
 
11. All covenants in the loan and project agreement were complied with, including the 
submission of the government’s project completion report (PCR), safeguards monitoring reports, 
and annual audit reports.  
 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
12. The PCR rated the project highly relevant. It was aligned with the PRC’s Twelfth Five-
Year Plan, 2011–2015 and the Thirteenth Five-Year Plan, 2016–2020, which prioritized economic 
development, environmental protection, and ecologically friendly urbanization. It was aligned with 
ADB’s country partnership strategies for the PRC for 2011–2015 and 2016–2020,8 which 
emphasized inclusive and environmentally sustainable growth that were also key priorities of 
ADB’s Strategy 2020.9 The project was aligned with ADB’s Sustainable Transport Initiative for 
urban road components, institutional capacity development in public transport, traffic 
management, and urban transport management and safety.10 
 
13. The PCR also noted that the loan modality and the approval of minor changes in scope 
were appropriate and that the design incorporated lessons learned from previous ADB projects, 
including innovative and demonstrative features (i.e., holistic urban road design, road safety 
audits, energy saving technology, and a project grievance redress mechanism designed through 
consultation with stakeholders). The PCR team also provided additional information, explaining 

 
7 ADB. 2010. Technical Assistance to the People’s Republic of China for the Gansu Urban Infrastructure Development 
and Wetland Protection Project. Manila. 
8 ADB. 2012. Country Partnership Strategy: People’s Republic of China, 2011–2015. Manila; and ADB. 2016. Country 
Partnership Strategy: People’s Republic of China, 2016–2020. Manila. 
9ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. Manila. 
10 ADB. 2010. Sustainable Transport Initiative: Operational Plan. Manila. 
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that these features were considered new to the two cities, which helped enhance their 
governments’ capacity in planning and management. The team also indicated that non-ADB 
funded road construction in the two cities adopted the technologies used in the project.  
 
14. This validation assesses the design and implementation arrangements appropriate, 
including the timely approval and changing of the project’s scope in consideration of the issues 
that arose during project implementation (para. 5). The results chain and indicators were sound 
such that its design and monitoring framework (DMF) was formulated and updated to properly 
monitor and capture project results. The innovation and demonstration effect of the project design 
and features were evident in the succeeding projects implemented in the two cities. This 
validation assesses the project highly relevant. 
 
B. Effectiveness in Achieving Project Outcome and Outputs 
 
15. The PCR rated the project effective in achieving its intended outcome and output targets. 
The outcome of improved urban infrastructure, municipal services, and environment in Dingxi and 
Zhangye cities were achieved. Against the target of 40% at completion, urban area in Dingxi with 
newly developed infrastructure increased by 68% from 22.5 square kilometers (km2), and in 
Zhangye by 75% from 34.3 km2. Water supply coverage in Zhangye increased from 65% to 100%, 
against the target of 75%. Urban sewage treatment rate in Dingxi increased from 52% to 98%, 
against the target of 65%. The 46 km2 Zhangye wetland park was protected and effectively 
managed, based on the value of ammonia and total phosphorus exceeding the class III standard. 
 
16. The PCR noted that of the 17 output targets, 15 were achieved, one was nearly achieved, 
and one was not achieved. The implementation of wetland protection measures in the Zhangye 
National Wetland Park (ZNWP) was substantially achieved. The PCR indicated that due to the 
wetland protection policy banning the construction of permanent buildings in the ZNWP, the three 
protection stations and one watchtower, the park boundary demarcation, and patrol facilities were 
not constructed. Instead, only the education function was implemented by the project through the 
two existing education centers. This validation notes that the policy was already in place and 
considered when the DMF was revised; hence, the four protection stations being reduced to just 
three, and the three watchtowers reduced to just one—were acceptable under the wetland 
protection policy, although in the end, these were not constructed. The only output target that was 
not achieved was to have at least 40% female residents’ participation in public consultations on 
water tariffs. The PCR noted that there was no water tariff change during the project period. Thus, 
no consultation was conducted. 
 
17. This validation assesses the safeguard categorizations at appraisal to be correct. The 
project complied with ADB's Safeguard Policy Statement (2009), and an environmental impact 
assessment was prepared. During implementation, the environmental management plan and 
monitoring plan were executed appropriately. There were no monitoring reports that cited 
significant instances of nonperformance or noncompliance with the required measures. 
Environmental aspects of the project were generally satisfactory with no significant deviations 
from the environmental management plan. However, social monitoring reports indicated that the 
construction of resettlement sites affected road construction timetables and schedules and 
concluded that resettlement construction is often more complicated than road building and 
requires sufficient time to complete. This validation notes that resettlement issues identified were 
appropriately considered, which contributed to the reduction in project scope.  
 
18. A GAP was prepared and implemented to facilitate specific actions and targets for women 
in employment, participation, and capacity-building opportunities. The PCR noted that most of 
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the GAP’s targets and indicators were successfully achieved—with 11 of the 14 actions achieved 
or completed. Two actions that were reported as “not applicable” were on (i) public consultations 
to be carried out on water tariff, since the tariff was not changed; and (ii) women’s participation in 
the design of the wetland education center, since the existing building was used instead. The 
target on women’s participation on hearings regarding the entrance ticket became irrelevant since 
the wetland park was open to the public for free.  
 
19. All the outcome targets were achieved, and most of the output targets were achieved, 
including the effective implementation of safeguard plans. Gender-related targets were also 
substantially achieved. This validation assesses the project effective. 
 
C. Efficiency of Resource Use 
 
20. The PCR rated the project efficient. The recalculated economic internal rate of return 
(EIRR) ranged from 12.1% to 15.0% for the components; and 13% for the overall project, which 
was higher than the threshold rate of 12%. The results were lower than the appraisal estimates 
due to the changes in scope and the 1-year delay in project completion. A sensitivity analysis was 
done for each component, which showed economic viability or marginal economic viability for 
most scenarios. The Zhangye road component was economically viable, except for the scenario 
of combined operation and maintenance (O&M) cost increase and decrease in benefits. The 
Zhangye water supply was not economically viable under a 10% negative change in economic 
benefits scenario. The Dingxi road component was not economically viable for all scenarios. 
Overall, this validation assesses the project efficient.11 
 
D. Preliminary Assessment of Sustainability 
 
21. The PCR rated the project likely sustainable. The technical design of outputs and 
technologies adopted were sound. Project facilities were constructed in accordance with required 
engineering standards and specifications. Their quality was sufficient to meet the design service 
life and to ensure sustainable benefits over their lifetimes. Training was provided for managing 
the O&M of project facilities. Fiscal budget allocations were adequate, and allocations should 
continue to be sufficient for the nonrevenue-generating components to ensure the project’s O&M. 
 
22. A financial internal rate of return (FIRR) for the water supply plant in Zhangye was 
recalculated at 7.5%, which was higher than the weighted average cost of capital of 6%—
indicating that the subproject was financially viable. The FIRR, however, was lower than the 9.3% 
at appraisal due to a delay in the treatment facility reaching its full capacity, and the use of a 
different FIRR methodology. A sensitivity analysis for the Zhangye water supply plant resulted in 
the plant being financially not viable under a 10% increase in O&M costs scenario. 

 
23. The PCR noted that water tariff was not changed. This validation assesses that tariff 
change and its affordability could warrant further attention in the near term. However, the fiscal 
revenues of the Dingxi and Zhangye governments indicated that they could manage the 
subprojects’ annual O&M costs and debt services. It was also noted that Zhangye did not push 
through with its plan to borrow from the Bank of China since it became financially capable to fund 
the subprojects. These indicate strength in its institutional capacity and the government’s 
commitment to maintaining the financial viability of the project. Overall, this validation assesses 
the project likely sustainable. 

 
11 The EIRR, however, could be higher if consumers’ surplus as an economic benefit from water supply and the non-
quantitative benefits, such as reduced disease incidence due to safer water, were included. 
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III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
24. The PCR rated the project’s development impact highly satisfactory. The project achieved 
all the impact indicators in the DMF. The average annual per capita disposal income of urban 
households in Dingxi increased by 11.0% per annum from CNY10,790, and in Zhangye by 11.8% 
per annum from CNY10,855—against the target of 7.0%.12 The PCR also noted that both urban 
poverty rates fell from 15.4% to 0% in Dingxi, and from 15.5% to 0% in Zhangye.13 Targets at 
appraisal were 15% for Dingxi and 14.7% for Zhangye.  
 
25. The PCR reported other socioeconomic impact indicators, including the creation of 7,304 
jobs during the construction period, of which 41% were for women and 25% were for the poor. 
Wetland restoration, protection, and utilization in the ZNWP improved the urban environment and 
raised public awareness of wetland and environmental protection, contributing to balanced social 
and economic development in Zhangye, and shaping the development of a model combining 
urban development and environmental protection in Gansu province. The project supported the 
development of advanced project management systems and enhanced urban planning and 
management capacity. This validation assesses the project’s development impact highly 
satisfactory. 
 
 
B. Performance of the Borrower and Executing Agency 
 
26. The PCR rated the performance of the borrower and executing agency satisfactory. The 
Ministry of Finance signed the loan agreement and amendment and submitted official requests to 
ADB for a change of project scope, extension of loan closing date, reallocation of ADB loan 
proceeds, and concurrence to increase ADB’s disbursement percentage for a few civil works 
contracts. The executing agency, PMOs, and implementing agencies retained a strong ownership 
and commitment to the project. The project leading groups held periodic meetings to review 
implementation progress and provided policy guidance during implementation. In Dingxi, the 
group was chaired by the vice mayor; and in Zhangye, the group was chaired by the vice governor 
of the Ganzhou District, Zhangye City. Counterpart funds were provided in a timely manner, 
including additional funds that were originally planned to be financed by the Bank of China. The 
PMOs carried out the critical role of coordinating the government agencies and with ADB. The 
Gansu Finance Department managed the advance account and processed fund withdrawal and 
reimbursement applications in a timely and effective manner. The internal coordination among 
government agencies was effective and efficient. Issues and needed changes were timely 
communicated with ADB. Monitoring reports, including a summary of yearly performance, annual 
financial reports, and the government’s PCR were submitted to ADB. This validation assesses 
the performance of the borrower and executing agency satisfactory. 
 
C. Performance of the Asian Development Bank 
 

 
12 This validation notes that the per annum increase is 17% for Dingxi and 19% for Zhangye—based on the 2011 
baseline and 2020 figures at completion.  
13  During the finalization of this validation report, the PCR team informed IED that the poverty statistics were sourced   
from Zhangye’s, and Dingxi’s Government Work Reports published in December 2020. 
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27. The PCR rated the performance of ADB satisfactory. During implementation, nine review 
missions were fielded that also provided hands-on training in procurement and contract 
management. The missions addressed various requirements for project implementation, such as 
procurement, disbursements, land acquisition and resettlement, project management, changes 
in project scope, loan reallocations, increasing ADB disbursement percentage, and loan 
extension. ADB carried out procurement-related reviews and processed withdrawal applications 
efficiently. The project team provided clear and detailed guidance and ensured compliance with 
safeguard covenants and requirements.  
 
28. This validation assesses the safeguard work quality at project screening, preparation, and 
appraisal of ADB satisfactory. The project’s potential environmental and social risks were 
appropriately reflected at appraisal, which included detailed supplemental annexes on 
environment and land acquisition and resettlement. ADB also ensured that a social development 
action plan and a GAP were prepared. Environmental and social specialists were included in 
every mission throughout the project implementation period. ADB missions focused extensively 
on resettlement and land acquisition and their reports provided substantive details on the status 
and progress of each subproject, the recurring and ongoing challenges, and overall compliance 
with agreed plans. This validation assesses ADB performance satisfactory. 
 
 

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

 
29. The PCR rated the project successful, based on its ratings of highly relevant, effective, 
efficient, and likely sustainable. The project was highly relevant to the government’s development 
plans and to ADB’s country partnership strategies at both appraisal and completion. It was aligned 
with ADB’s transport and urban sector strategies supporting infrastructure investments that 
provide the backbone for economic growth, employment creation, and sources of social services. 
The project was rated effective as it achieved its intended outcome and most of the outputs. It 
was rated efficient in view of its economic viability. The project’s likely sustainable rating was 
based on the positive results of the financial sustainability analysis and adequate staff capacity to 
operate the project facilities. 
 
30. This validation assesses the project successful. The ratings were also highly relevant, 
effective, efficient, and likely sustainable.  
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Relevance Highly relevant Highly relevant  
Effectiveness  Effective Effective  
Efficiency  Efficient Efficient  

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall Assessment Successful Successful  
Preliminary 
assessment of impact 

Highly 
satisfactory 

Highly 
satisfactory 

 

Borrower and 
executing agency Satisfactory Satisfactory  
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Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 36. 

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

 
31. The PCR identified two lessons. First, optimizing the design of road and bridge 
components minimizes land acquisition and resettlement impacts and helps to avoid risks that 
could prolong the process of acquiring the land and resettling the affected people. Second, 
instead of government staff going abroad for training, international experts should be invited to 
the country to introduce advanced concepts and technology to the government staff, while 
providing technical support.  
 
32. This validation adds two lessons, both at the project level. First, regular monitoring and 
reporting, including functional project performance monitoring system, can help in quickly 
adjusting to changes in project scopes, and in assessing achievements at completion. Second, 
most urban development projects are rarely financially viable if they have large, nonrevenue-
generating components. Thus, institutional capacity becomes more crucial to ensure their 
sustainability. Strong government commitment and adequate budgetary allocations for the O&M 
of project facilities are critical in ensuring the sustainability of project results.  
 
C. Recommendations for Follow-Up 
 
33. The PCR suggested two recommendations. First, Dingxi’s unfavorable climate—causing 
water scarcity, droughts, and short vegetation periods—requires a management mechanism for 
regularly monitoring and maintaining the street trees planted after project handover to ensure 
high survival rates. Second, an additional follow-up that includes allocating sufficient budget for 
asset management, particularly in the O&M of urban road and bridges, will be critical to the 
project’s sustainability. This validation has no further recommendations to offer. 
 
 

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

 
34. The project design required that the PMOs and implementing agencies use a project 
performance monitoring system to monitor and evaluate project impact, outcomes, and outputs. 
With the project implementation consultant’s assistance, such a system was established, and 
performance was monitored and reported. With the help of external agencies, the consulting firm, 
and the monitoring stations, 11 semi-annual progress reports, 11 resettlement monitoring reports, 
and 10 environmental monitoring reports were prepared and submitted by the PMOs to ADB 
during implementation.  
 
35. The project’s financial management was satisfactory. Annual project financial statements 
audited by the Gansu Provincial Audit Office were submitted on a timely basis. The auditor issued 
an unqualified opinion every year.  
 
B. Comments on Project Completion Report Quality 
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36. The PCR clearly discussed the four core evaluation criteria. It also provided justification 
for the ratings and clearly described the project’s implementation. The quantification and 
valuation of economic benefits and the financial costs and benefits were based on conservative 
estimates, making the resulting EIRRs and FIRRs robust. This validation assesses the PCR’s 
quality satisfactory. 
 
C. Data Sources for Validation 

 
37. Data sources used for this validation included the report and recommendation of the 
President, back-to-office reports, ADB strategies and policies, and ADB guidelines. 

 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
38. The PCR recommended that a project performance evaluation be conducted in 2023 or 
later to allow time for each city to develop its respective new urban areas. IED will review the 
need for a follow-up project performance evaluation in view of its medium-term work priorities in 
specific themes, sectors, and countries.  
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