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1.  Sector Performance, Problems, and Opportunities 
 
1. Transport has played an important role in enabling the People’s Republic of China 
(PRC) to achieve impressive rates of economic growth and poverty reduction. The country 
invested 5.4% of its gross domestic product (GDP) on transport between 2006 and 2011, so the 
stock of transport assets has increased rapidly. However, investment has not kept pace with the 
rapid growth in demand, which has risen by more than 10% annually since 2006. Moreover, 
past improvement has led to a series of new challenges, including rapid urbanization, 
unprecedented growth in motorization, increase in traffic accidents, and a large increase in 
asset management needs. There is a need for transport to become greener and more 
sustainable, with less energy use and lower carbon dioxide emissions.  
 
2. Project context. Inner Mongolia has a population of 24.7 million and a land area of 1.18 
million square kilometers (km2). As the province’s mineral resources were gradually brought into 
production in the 2000s, the economy expanded quickly. Coal production increased from 260 
million tons in 2005 to 1 billion tons in 2012, and now accounts for about 12% of global coal 
production. The average GDP growth rate from 2003 to 2011 was 18%. GDP per capita rose 
from CNY5,872 ($700) in 2000 to CNY57,515 ($9,100) in 2011. During this period, Inner 
Mongolia’s household consumption caught up with the rest of the PRC, reaching CNY13,335 
per capita in 2011 ($2,115). This is 108% of the PRC average, compared with 82% in 2005. 
Consumption levels remain low, however, given the large size of investments in the local 
economy (76.5% of local GDP in 2010).  
 
3. The project is located in Hulunbeier, a fast-growing municipality of Inner Mongolia. The 
project area includes Manzhouli (249,500 people), a major international gateway for rail freight 
on the border with the Russian Federation, and the sparsely populated and rural areas of 
Xinbaerhuyougi (34,000 people) and Xinbaerhuzhuoqi (41,000 people). The project area is very 
large (47,800 km2) but has a low average density (6.8 inhabitants per km2). Its relative new 
wealth masks persistent inequalities. Surveys conducted during project preparation found that 
20% of rural households in 2010 were poor by PRC standards. Rural poverty in Inner Mongolia 
is associated with remoteness and poor road access. 
 
4. Transport sector. Inner Mongolia’s provincial government has been facing the 
challenge of developing the backbone transport infrastructure needed to enable mining-led 
growth, while providing quality paved road access to a population that is increasingly motorized 
but dispersed over a large area. During 2007–2012, the provincial government spent CNY221 
billion ($35.1 billion) on road construction. As a result, the length of the trunk road network 
(class II and above) increased from 15,382 kilometers (km) in 2007 to 20,273 km in 2011. The 
length of classified paved roads increased from 90,823 km in 2007 to 147,946 km in 2011.  
 
5. Low population density implies that the region will require a relatively larger stock of road 
infrastructure than the rest of the country. At 65.0 km/10,000 people, the density of roads per 
capita is already higher than in the rest of the PRC (30.4 km/10,000 people). However, the 
density of roads per area is much lower: there are 139 km of roads in Inner Mongolia for each 
1,000 km2, against 426 km on average in the PRC. The lower density implies that many 
communities do not yet have quality road access.  
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6. Transport demand. In 2010, a much-reported traffic jam caused by coal trucks on 
National Highway 110 extended over 100 km and lasted for 10 days. The demand for transport 
has grown at the same pace as Inner Mongolia’s economy. Annual rail freight transport 
increased from 1.8 billion tons a year in 2005 to 6.5 billion tons in 2011. The number of 
passenger cars per 1,000 people in Inner Mongolia increased 340% between 2005 and 2011. 
This remains 6–7 times lower than in the United States or Canada, suggesting room for further 
growth. Table 1 shows recent trends in the province’s main transport data indicators. 

 
Table 1: Inner Mongolia Transport Sector Data, 2005–2011 

Item 2005 2006 2007 2008 2009 2010 2011 

GDP growth (real) (%) 23.8 19.1 19.2 17.8 16.9 15.0 14.3 

Population (million) 24.03 24.15 24.29 24.44 24.58 24.72 24.82 
  

Transport length (km) 

Railway length 6,246 6,383 6,694 6,840 8,074 8,947 9,162 

Inland waterway length 2,403 2,403 2,403 2,403 2,403 2,403 2,403 

Highway length 79,029 128,762 138,610 147,288 150,756 157,994 160,995 

    of which class II or higher 11,499 12,785 15,382 16,349 17,134 18,195 20,273 

        

Transport investments 

Road investments (CNY billion) 27.0  24.4  19.5  26.1  31.5  38.9  50.2  

Road investments as % of GDP 6.9 4.9 3.0 3.1 3.2 3.3 3.5 

        

Vehicles 

Passenger vehicles (thousand units) 385 513 644 812 1,062 1,372 1,761 

Trucks (thousand units) 106 122 125 137 188 218 241 

Passenger veh. per 1,000 people 16 21 27 33 43 55 71 

        

Passenger transport 

Railway (million pass.) 31.7 34.9 36.4 38.6 40.8 42.1 42.1 

Highway (million pass.) 286.0 318.2 350.4 162.1 180.0 198.3 218.1 

Railway – (billion passenger-km) 11.0 12.2 13.5 15.2 16.2 17.0 16.9 

Highway – (billion passenger-km) 17.8 19.9 21.9 18.0 19.8 21.8 24.1 

        

Freight transport 

Railway (million tons) 181.7 213.9 253.8 383.6 430.8 520.7 646.7 

Highway (million tons) 510.2 589.8 733.0 609.4 708.3 851.6 1,036.5 

Railway (billion ton-km) 111.5 132.9 153.1 202.1 223.2 245.2 268.5 

Highway (billion ton-km) 32.2 38.4 49.2 163.7 188.5 226.1 273.8 
GDP = gross domestic product, km = kilometer, pass. = passenger, veh. = vehicle. 
Note: The methodology used to compute highway transport volumes and distances changed in 2007, and the 
classification of the road network changed in 2006, resulting in trend breaks. 
Source: China Statistics Yearbooks 2006 to 2012; Ministry of Transport. 

 
7. Cross-border transport. Inner Mongolia is an important gateway for trade between the 
PRC, the Russian Federation, and Mongolia. It is crossed by two sections of the Trans-Asian 
Railway Northern Corridor, and by three Asian Highway corridors (AH3, AH6, and AH32), two of 
which cross the project area—at Manzhouli and Arihasate. When measured by trade volume, 
Manzhouli is the largest land port of the PRC; it processes 70% of the trade with the Russian 
Federation. Trade turnover in 2012 was 28.2 million tons, about 90% of which was raw 
commodity imports from the Russian Federation into the PRC (particularly timber and iron ore). 
Only a small share of trade crosses the border with the Russian Federation by road (2.3% in 
2011). A larger proportion (reportedly about 10%) is transferred from rail to road at Manzhouli. 
This share is set to rise as it is a government strategy to develop the city as a regional trade and 
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logistics hub. In August 2012, the State Council officially approved Manzhouli as one of three 
national experimental zones for border economic development. In January 2013, the Manzhouli 
city government announced the signing of investment contracts worth CNY10 billion ($1.5 
billion) and launched the construction of a logistics zone near the city. 
 
8. Road network management. The Inner Mongolia Autonomous Region Department of 
Transport (IMDT) manages the trunk road network, with the exception of expressways, which 
are the responsibility of Inner Mongolia’s Highway Construction and Development Corporation. 
Prefecture or county governments manage rural roads. In 2010, the IMDT estimated that 78% of 
its national roads and 58.5% of its provincial roads were in good or excellent condition. This is 
lower than the country’s averages of 78.8% in good condition and 75.8% in excellent condition. 
The region’s share of roads in poor or very poor condition was 8% for national roads and 20% 
for provincial roads. This indicates the existence of a backlog of roads needing rehabilitation or 
upgrade. 
 
9. Expenditure on roads. The IMDT spent about CNY2 billion ($315 million) on road 
maintenance in 2010, which was 0.4% of its budget for that year and about CNY15,000 ($2,400) 
per km. These relatively low numbers reflect an implicit strategy to upgrade to a higher standard 
the roads that were built in the past at low standards (i.e., in terms of pavement strength and 
width). As the road network is brought to higher standards, the IMDT’s road maintenance 
financing will need to increase about three times to reach sustainable levels. Maintenance 
financing will be constrained initially by the region’s growing loan capital and interest repayment 
burden, but is expected to catch up by the time the heaviest maintenance works become due. 
This situation is common in the central and western parts of the PRC.1 
 
10. Road safety. There were 89 deaths and 87 serious injuries from road accidents in the 
project area (Manzhouli, Alatanemole, and Amugulang) during 2007–2009. This represents a 
high accident rate by PRC standards (9.4 fatalities per 100,000 people annually against 5.1 in 
the PRC on average). Accidents are also more likely to result in fatalities: the ratio of fatalities to 
injuries is four times higher than in the rest of the PRC. This is related to the type of roads in the 
area, particularly roads of medium class (class III). Because of the flatness of the plains, these 
roads have very good geometry that enables vehicles to travel at up to 120 km per hour, but at 
the same time are narrow, do not have shoulders, and are elevated above the plain without 
safety barriers. These factors, observed on the project roads, make them unsafe.  
 

2.  Government’s Sector Strategy 
 
11. Transport sector policy is guided by the 12th Five-Year Plan, which takes forward the 
agenda of sustainable development initiated by the 11th Five-Year Plan. The government places 
more emphasis on green, low-carbon growth and coordinated urban and rural development with 
improving basic public services. Its new objective is to develop an integrated transport system that 
provides high-quality, efficient, and affordable transport services in a safe and environmentally 
sound manner. It is anticipated that, under the 12th Five-Year Plan, reforms in the sector will be 
pursued to make it more sustainable and greener. 
 

3.  ADB Sector Experience and Assistance Program 
 

12. The Asian Development Bank (ADB) has been a key development partner in the PRC’s 
transport sector since 1991. Through its Sustainable Transport Initiative2 approved in 2010, ADB 

                                                
1
 See ADB. 2012. Financing Road Construction and Maintenance after the Fuel Tax Reform. Manila. 
2
   ADB. 2010. Sustainable Transport Initiative Operational Plan. Manila. 
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has established new strategic directions for its transport operations up to 2020. The initiative 
defines four new focus areas to be scaled up in future ADB operations—urban transport, 
response to climate change, cross-border transport and logistics, and road safety and social 
sustainability. In the PRC, in line with the initiative, ADB has phased out support for expressways 
and diversified its transport assistance into urban transport, inland waterways, and logistics. It has 
also started providing assistance for better road asset management and road safety. In the 
railway subsector, ADB has been supporting the Ministry of Railways in adopting its step-by-step 
approach to railway reforms to make it more responsive to market needs. ADB has also provided 
support for procurement and installation of equipment to improve railway energy efficiency and 
safety. Total lending to the transport sector during 2006–2012 amounted to $5.0 billion. 
 
13. Under the country partnership strategy 2011–2015,3 ADB will promote inclusive growth 
and environmental sustainability by helping to develop a more efficient, safe, green, and 
sustainable transport system. ADB will support (i) low-carbon transport modes and routes; 
(ii) public transport and nonmotorized transport systems in urban areas; (iii) ordinary roads and 
road safety; (iv) integrated multimodal passenger and logistics policies, facilities, and systems; 
(v) travel demand management; (vi) energy efficient technologies, intelligent transport systems, 
emissions control, and monitoring; and (vii) climate change mitigation and adaptation. ADB will 
continue to promote synergies with subregional cooperation programs and integrate crosscutting 
initiatives, including knowledge solutions, and gender mainstreaming. 
 
14. Road subsector assistance. ADB will assist in improving the efficiency and sustainability 
of the road subsector, focusing on planning, financing, and implementing better maintenance and 
road asset management arrangements. Toward these objectives, ADB will help (i) develop more 
effective ways of integrating planning, financing, and execution of ordinary road upgrading, 
rehabilitation, and maintenance; (ii) prepare long-term as well as annual road network 
rehabilitation and maintenance plans; (iii) develop sustainable financing arrangements; 
(iv) accelerate sector reforms to promote market-based mechanisms in road maintenance; 
(v) reduce overloading; and (vi) promote transport efficiency through greater use of buses, 
containers, and large multi-axle trucks. Moreover, ADB will continue to support rural transport by 
providing all-year road access and related services to poor rural areas.  
 
15. Safety and social sustainability. In line with the PRC’s commitment as a signatory of the 
United Nations Decade of Action for Road Safety 2011–2020 and ADB’s road safety action plan, 
ADB is expected to scale up road safety in its operations. This will include piloting new 
approaches to road safety that emphasize better engineering, enforcement, education, 
information sharing, evaluation, and emergency response in road safety. ADB will expand its road 
safety operations initially by including more road safety components within project loans, more 
technical assistance support, and regional cooperation in road safety. This may lead to stand-
alone road safety lending. Furthermore, ADB will integrate components in transport projects to 
promote inclusive dimensions such as nonmotorized transport systems, rural transport services, 
gender equity, and HIV/AIDS prevention. 
 
16. Value addition. Since ADB’s resources are small in comparison with the PRC’s total 
transport development requirements, ADB will focus its transport support on adding value to 
transport development in the PRC, including by financing innovative projects, piloting and 
expanding successful projects, promoting technology and knowledge transfer, building capacity, 
and encouraging public–private partnerships. Close integration between support for new 
knowledge, lending, technical assistance, and knowledge products and for services will be forged. 

                                                
3
 ADB. 2012. Country Partnership Strategy (2011–2015): People’s Republic of China. Manila.  



 
5
 

 
Problem Tree 

Long travel 
times 

High cost of 
cross-border 

trade 

Inadequate road capacity, poor pavement conditions, unsafe road conditions, and environmental degradation  

Roads 
originally 

designed for 
light traffic 
 

High 
traffic 
growth 

Sustainable growth potential in Inner Mongolia is constrained 

EFFECTS 

DEVELOPMENT 

PROBLEM 

CAUSES 

Increase in 
tourist traffic 
 

Lack of 
livelihood 

opportunities 

Uncontrolled 
vehicular 
access to 
sensitive 
habitats 

 

High 
transport 
costs 

Road 
accidents – 
fatalities and 

injuries 

 

Reduction of 
natural capital 
in project area 



6 

Sector Results Framework (Transport Sector, 2011–2015) 

Outcomes with 
ADB 
Contributions 

Indicators with 
Targets 

and Baselines 

Outputs with 
ADB 

Contribution 

Indicators with 
Incremental 
Targets 

Planned and 
Ongoing 

ADB Interventions 

Main Outputs 
Expected 
from ADB 

Interventions 

The movement 
of  
people and 
goods  
in the People’s  
Republic of 
China  
is made more  
efficient, 
inclusive,  
sustainable, and  
safe 

Rail passenger 
traffic grows by 
4% per annum, 
from 876 billion 
passenger-km in 
2010.  
 
Rail traffic for 
freight grows by 
3% per annum, 
from 2,733 billion 
ton-km in 2010.  
 
Railway energy 
consumption per 
unit of traffic is 
reduced by 5% 
from 2010 to 
2015, from 4.94 
tons of standard 
coal equivalent 
per million ton-km 
in 2010.  
 
Inland waterway 
traffic for freight 
grows by 1% per 
annum, from 433 
billion ton-km in 
2009.  
 
In areas 
supported by ADB 
urban transport 
projects, public 
transport ridership 
increases by 5% 
from 2010 to 
2015.  
 
In areas 
supported by ADB 
road projects, the  
road accident 
fatality  
rate per vehicle-
km and per 
100,000 people in 
2015 is 10% lower 
than in 2010. 

Integrated, low-
carbon 
transport 
system is 
expanded, 
improved, 
managed, and 
maintained. 

Rail route network 
is expanded from 
91,000 km in 2010 
to about 120,000 
km by 2015, 
including 45,000 km 
of a high-speed 
railway able to carry 
traffic at over 200 
km per hour.  
 
Forty two national 
comprehensive  
transport hubs are 
developed by 2015  
 
The high-class 
(class III and 
above)  
inland waterway 
network is  
expanded from 
10,000 km in  
2010 to over 13,000 
km by 2015.  
 
In areas supported 
by ADB projects, 
new bus rapid 
transit system in 
operation by 2015 
(baseline: zero)  
 
In provinces 
supported by ADB 
road projects and 
technical 
assistance, 
financing for road 
maintenance 
increases from its 
current amount by 
project completion. 

Planned key activity 
areas: (i) lending 
operations with a 
total investment of  
$2.71 billion in 
2011–2014 in rail 
transport, especially 
regional or 
subregional links;   
(ii) inland waterway 
transport, urban 
transport; (iii) road 
asset management,  
rural transport; and   
(iv) road, rail, and 
inland waterway 
safety  
 
Pipeline projects 
(2011–2014), 
totaling $2.71 
billion: (i) railway 
($1.16 billion),  
(ii) road ($980 
million),  
(iii) urban transport 
($370 million), and  
(iv) inland waterway 
($200 million) 
 
Nonlending 
programs in fuel tax 
reforms, low-carbon 
urban transport, 
intermodal logistics, 
energy efficiency, 
and safety    
 
Knowledge products 
based on technical  
assistance findings 
and policy notes 
aimed at supporting 
government  
policy making  
 
24 ongoing projects 
totaling $6.2 billion 
at the end of 2010 

Pipeline projects:  
The first bus rapid 
transit  system 
operational in  
Lanzhou  
 
About 650 km of 
ordinary roads 
rehabilitated and  
operational  
 
Road asset 
management  
system 
established in one 
province and 
operational  
 
Ongoing projects: 
1,947 km of new 
railways built, 121 
km of urban roads  
upgraded in Xi’an 
and Lanzhou  
 
1,883 km of 
expressways  
built  
 
3,881 km of local 
roads rehabilitated  
 
1,308 km of rural 
roads built or 
rehabilitated 

ADB = Asian Development Bank, km = kilometer.  
Source: ADB estimates. 

 


