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I. PROJECT DESCRIPTION 

A. Rationale  

1. The Government of Armenia had exerted efforts to strengthen the linkage between its 
economy and that of other neighboring economies, with the transport sector—specifically the 
road subsector—playing an important role. At project appraisal, road transport was 
predominantly used for the economy and by the population, serving 98% of passenger traffic 
and 66% of freight traffic. The road network infrastructure totaled about 7,500 kilometers (km) 
comprising (i) main highways that include international road transport corridors (1,560 km),    
(ii) secondary roads that connect communities to the main highways (1,830 km), and (iii) local 
roads serving rural communities (4,100 km). The Ministry of Transport and Communications 
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(MOTC) was responsible for the main highways and secondary roads, while planning and 
management of road construction and maintenance work for the road assets under MOTC 
were delegated to the Armenian Roads Directorate (ARD). Regional governments were 
responsible for local roads. An estimated 90% of main highways and secondary roads were in 
fair to good condition, while more than 60% of rural roads were considered in poor to very poor 
condition. Of the rural road network, 84% was not passable during winter. The majority of the 
road network traversed mountainous terrain, and altitudes frequently exceeded 1,500 meters 
(m) above sea level. Steep gradients, deep cuttings, and high embankments were common in 
mountainous areas with landslides occurring frequently. Severe winter weather required 
extensive efforts to maintain access. In many areas of the road network, high intensity rainfall 
and poor road drainage caused traffic problems and road infrastructure damage. The extreme 
climate was causing negative impacts on the quality and structural integrity of road 
pavements, particularly because of freezing and thawing in the spring. 
 
2. In Armenia, 1.2 million people (about 38% of the total population) were living in rural 
areas, of which more than 45% were considered poor. Poverty was reduced from 50% in 2000 
to about 30% in 2005, but the pace of poverty reduction was slower in the rural areas. This 
was attributed to constrained economic activities, which was primarily attributed to the 
mountainous topography and poor transport infrastructure. These resulted in high direct and 
indirect transport costs, such as high passenger fares and cargo rates, high prices of imported 
commodities, and limited export markets for local produce. These same conditions also limited 
income opportunities, access to social deliveries, and the expansion of rural industries.  
 
3. To respond to the challenges of road infrastructure deficiency, the government’s main 
road subsector policy up to 2015 has been focused on the rehabilitation and maintenance of 
existing roads in line with the Poverty Reduction Strategy Paper (PRSP).1  Under the PRSP, 
the government adopted the following three strategic goals for road infrastructure 
development: (i) maintenance and improvement of the main road network to enhance the 
country’s business competitiveness and support the economy, (ii) improvement of the 
socioeconomic condition of the rural population through rehabilitation of rural roads in support 
of the PRSP, and (iii) improvement of traffic safety.  

 
4. In the road sector, the government developed the Lifeline Road Network Program (LRNP)2 
in 2004 with World Bank assistance, which sought to better improve the access of rural 
communities to the national highway system throughout the country. It targeted 784 high- priority 
rural feeder roads (secondary and local roads) of about 2,700 km and an estimated cost of $300 
million. The Millennium Challenge Corporation (MCC) committed $67 million for the rehabilitation 
of 940 km of rural roads while the government was expected to budget nearly $50 million 
equivalent for the improvement of 532 km of rural roads and requested ADB to provide $30.6 
million to upgrade 220 km of rural roads. The Japan International Cooperation Agency (JICA) 
prepared a loan of about $50 million equivalent for the LRNP roads. The expected financing from 
various sources was to complete about 75% of LRNP projects by 2011.   

B. Expected Impact  
 
5. The project was intended to reduce poverty in the rural areas of the four regions covered 
by the project.3 The average poverty level in the project area was estimated at 33% in 2005 and 

                                                 
1 International Monetary Fund. http://www.imf.org/External/NP/prsp/2002/arm/01/index.htm 
2 Millennium Challenge Corporation. http://www.mcc.gov/pages/countries/program/armenia-compact 
3 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Armenia for the Rural Road Sector Project. Manila. 
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the project roads were expected to reduce poverty level to 20% some 10 years after completion, 
using a national poverty line based on annual household surveys prepared by the National 
Statistics Services. This is estimated to affect about 10% of the total rural population of Armenia.  
 
C. Objectives or Expected Outcome  

 
6. The project’s expected outcome would be improved access of rural populations in the 
area to jobs, markets, social services, and to the major trunk road networks that would result in 
the reduction of road transport costs. These were to be realized if the condition of the project 
roads were improved substantially. These were to be evident from the expected increase in the 
volume of motorized traffic on improved roads by an average of 40% within 2 years after 
completion and reduction in travel time by more than 40% on average. The improved roads were 
to lead to (i) higher and more frequent quality transport services available for road users; (ii) 
increased business opportunities for the private sector in general, particularly for agriculture 
(including agro-processing), industrial, and service sectors; and (iii) more synergetic benefits 
from close partnerships with other sectors, such as between roads and irrigation, and between 
roads and social services (e.g., health and education). The project also aimed to improve 
transport sector management through an attached technical assistance (TA) grant (footnote 3). 
 
7. In addition, though not stated in the appraisal and project completion report (PCR) 
design and monitoring frameworks (DMFs), the reduction in vehicle operating costs by more 
than 40% after project completion was an outcome, not an output performance indicator. This 
was to be achieved through the improved roads provided under the project. 

D. Components and Outputs  

8. The project was divided into the following two components: Road Connectivity 
Improvement (RCIC) and Road Infrastructure Management (RIMC). The RCIC focused on the 
rehabilitation of about 220 km of high priority rural roads, which were selected and prioritized 
based on technical, economic, environmental, and social concerns. Special attention was to 
be given to the road rehabilitation activities supported by the MCC, the government, and the 
project. The roads were to be improved from the average international roughness index of 
10.9 meters per kilometer (m/km) (which is considered “poor”) to a range of about 3–4 m/km 
(considered fair/good). This was to increase the percentage of roads in good condition from 
12% to 15% at the national level.  
 
9. Due to the substantial increase in actual and estimated civil works cost during 
implementation brought about by sharp price escalations in material costs, depreciation of the 
US dollar against the Armenian dram, and domestic inflation, a supplementary ADB loan was 
requested by the Government of Armenia and approved by the ADB Board.4 The cost aspects 
are discussed in paras. 11–13. 
 
10. The RIMC consisted of overall project management by ARD’s project management unit 
(PMU), and subproject preparation and construction supervision support to the PMU. The 
component was intended to ensure the (i) high quality of preconstruction work, including all 
necessary due diligence and detailed design for the subprojects; (ii) timely and high-quality 
implementation of the subprojects; (iii) monitoring and evaluation of the subprojects (covering 
technical, road safety, economic, environmental, and social aspects); and (iv) annual auditing 

                                                 
4 ADB. 2008. Report and Recommendation of the president to the Board of Directors: Proposed Supplementary Loan 

to the Republic of Armenia for the Rural Road Sector Project. Manila. 
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of project expenditures. On-the-job training by international consultants was to be conducted 
to improve ARD’s skills in road rehabilitation. 
 
11. The TA grant provided by ADB together with the project was to improve transport 
sector performance and enable it to contribute sustainably to economic development and 
poverty reduction in Armenia (footnote 3). It was to support the development of a new 
transport sector strategy to strengthen the capability of the MOTC to develop a reform action 
plan, develop a management information system for MOTC and ARD, define a long-term 
transport sector investment plan, support international transport facilitation and logistics sector 
development, provide a capacity building development plan in all aspects of the transport 
sector, and support systematic resource mobilization for transport sector investments. 
  
E. Provision of Inputs  

 
12. At appraisal, the project cost was estimated at $41.4 million, including taxes and duties 
of $5.8 million, and interest and other charges on the proposed loan from ADB during 
construction. The RCIC was estimated at $29.2 million, the RIMC at $2.5 million, 
contingencies at $3.4 million, and financing charges during implementation at $0.5 million. 
ADB was to finance $30.6 million or 74% of the project cost, including civil works, consulting 
services, and contingencies, with the government financing the remaining $10.8 million 
including taxes and duties, civil works, and project management or 26% of the project cost. 
However, the project cost increased substantially compared to appraisal estimate, hence, 
allocated contingencies were grossly insufficient.  
 
13. Package 1 civil works under the principal loan comprised 109.75 km and costs $23.57 
million, which is 45% higher than appraisal estimate in 2006. Package 2 civil works comprised 
119.83 km and incurred a cost that was 98% higher than appraisal estimate due to increases in 
raw materials and oil costs, which were higher than expected domestic inflation and the 
appreciation of the dram. At appraisal, inflation was expected to grow to 6.0% in 2008 from 4.4% in 
2007; however, the actual annual average inflation rate was 9.0%. The dram appreciated by about 
16%—from AMD364.84 to $1 in December 2006 to AMD307.13 to $1 in May 2008.5  

 
14. To address the financial shortfall, a supplementary loan was processed and increased 
ADB’s financing of the civil works from the appraisal estimate of $25.20 million equivalent to 
$43.52 million (bringing the total ADB financing for the project to 91%). The total project cost at 
completion was $66.94 million equivalent, with 76% allocated to civil works, slightly higher 
than estimated. The MOTC requested using the savings, contingencies, and unallocated 
amounts under the ADB loan to finance construction and design update of additional road 
sections (package 3 totaling 33.5 km) from the canceled MCC grant. ADB agreed to finance 
these sections under specific conditions, which are, (i) compliance with ADB's due diligence 
requirements and procurement guidelines, and (ii) the government’s confirmation of the 
availability of counterpart financing. These were all complied with and ADB agreed to extend 
the loan closing to 30 September 2011, with a provision that the government would finance 
any uncompleted works thereafter. The construction supervision consultant carried out 
required updates to the detailed designs for the supplementary road sections and prepared 
bidding documents under a contract variation (footnote 5). 
  

                                                 
5  ADB. 2011. Completion Report: Rural Road Sector Project in Armenia. Manila. 
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F. Implementation Arrangements  
 
15. The institutional arrangements for the project were as agreed during appraisal, with the 
MOTC as executing agency and the ARD as implementing agency. Within ARD, a PMU was 
set up for day-to-day coordination, implementation, and administration and was responsible for 
providing and supervising staff at the regional level for subproject contract management. 
Although the ARD was responsible for recruiting consultants to carry out subproject 
preparation, construction supervision and auditing, and preparation of bidding documents, 
among others, the recruitment of consultants was handled by ADB at the request of the 
MOTC. In conformity with the government’s requirements and as agreed during appraisal, a 
Project Governing Council was established to provide project oversight. Given the initial 
assessment that the ARD had no previous experience in handling ADB road projects, this 
validation considered the institutional arrangement adequate as consultants were provided to 
assist the ARD in project implementation.  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 
 
16. The PCR rated the project highly relevant. The road subsector has an important role in 
Armenia’s road transport, which is the predominant mode used by the population and supports 
the national economy. The condition of Armenia’s main highways, secondary roads, and rural 
roads were described in para. 1. Poverty had been reduced nationally to 29.8% in 2005, but 
poverty reduction was slower in rural areas due to causes stated in para. 2. Armenia’s state 
budgets increased steadily due to robust economic growth lasting for a decade, but in 2009, the 
economy began to experience the effects of the world economic recession. The 2010 budget 
marked the first cut in spending by 9% since the times of the economic turmoil of the 1990s,6 
and the project was a timely assistance to continue implementing that part of the country’s road 
subsector program under the Sustainable Development Program (SDP) and LRNP.  

 
17. This validation finds the project consistent with sector development goals, as expressed 
in the government’s LRNP, ADB’s interim operational strategy for Armenia, and with the 
transport sector master plan that ADB had prepared in 2011. Good road access to markets and 
services is a key component of the rural poverty reduction programs and the roads improved 
under the project are estimated to serve over 10% of the rural population. These facilitated year-
round travel and increased communities’ access to works, jobs, and social services. 

 
18. Armenia’s SDP7 was approved in October 2008 and had the following three key goals for 
2009–2021: (i) reduce poverty, including eliminating extreme poverty and ensuring human 
development; (ii) deepen economic growth; and (iii) accelerate the development of lagging 
regions, which are all supported by the project. The LRNP was intended to improve accessibility 
through the rehabilitation of 2,700 km of the lifeline road network (LRN) of the country, and 
create employment mostly for rural population. Despite visible improvements since 2009, about 
50 percent of lifeline roads in Armenia remain in poor condition and there is still an important 
investment backlog for rehabilitation and maintenance. The degraded part of the LRN caused 
high transport costs and prolonged journey times for road users, thus, restricting the 
connectivity to key markets for agricultural products thereby reducing the country’s 

                                                 
6  ArmeniaNow.com. http://www.armenianow.com/news/19271/budget_2010_stabilizing_in_hopes_o 
7 Government of the Republic of Armenia. 2008. RA Government Decree N 1207-N. Republic of Armenia Sustainable 
Development Program. Yerevan. 
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competitiveness, as well as basic services such as health and education. The project was 
consistent with sector development goals as expressed in the SDP and LRNP. 

 
19. ADB’s Interim Operational Strategy for Armenia, 2006–20098 was consistent with the 
major goal of Armenia’s PRSP released in 2003 in terms of poverty reduction, including extreme 
poverty, income inequality, and human poverty through human development. To achieve its 
goals under the PRSP, the government adopted a four-pronged strategy two of which were to 
develop infrastructure for water utilities, roads, and energy and expand opportunities for 
employment creation, which were aligned with the project’s outputs. The rehabilitation of rural 
infrastructure was intended to enhance the commercial prospects of rural enterprises and 
improve the communities’ access to domestic and export markets. Findings of ADB's poverty 
analysis at appraisal (PCR, Appendix 11) supported the findings that underdeveloped irrigation 
facilities, water supply and sanitation system, and secondary and rural road network were the 
main structural constraints to the development of rural areas. Under ADB’s Armenia 2008–2010 
Country Operations Business Plan,9 ADB support, as indicated in the sector results framework, 
was to influence significant increase in traffic volume on rural roads in 2010 compared to 2007 
and due to improved rural roads, access to markets would create additional employment and 
develop agribusiness and other rural enterprises. The project’s objectives were consistent with 
the overall development initiatives of the government and ADB’s operational strategy and 
supported the irrigation projects undertaken by MCC in the project regions. 
  
20. ADB’s Office of Anticorruption and Integrity conducted an audit of the project in 
November 2009. 10  It noted shortcomings on some road construction works and unclear 
engineer’s cost estimates. These were generally caused by inadequate designs or poor 
contractual works and materials. As a result, the project cost was affected by increases in raw 
material costs (para. 13), which could not be absorbed under the contingencies provided. Thus, 
this validation rates the project relevant, which is lower than the PCR rating. 
 
B. Effectiveness in Achieving Project Outcome  

 
21. The PCR rated the project effective in achieving project outcomes. The subproject roads 
improved access of the rural population in the project area to jobs, markets, and social services, 
and to the major trunk road networks; and reduced road transport costs. With the 
supplementary loan to cover the financial deficiency of the initial cost estimates, the project 
improved a total of 263 km of rural roads compared to the target of 220 km. This increased 
RCIC output by 43 km (18%) or a total of 263 km of improved rural roads (Table 1). The 
international roughness index for the subproject roads was reduced from the pre-implementation 
average of 11 m/km as of 2007 to 3–4 m/km for subproject roads at completion.  

 
Table 1: Length of Roads Completed Compared to Appraisal Estimate 

No. Marz (Region) 
Length (in km) % increase 

(decrease) At appraisal Completed 
1 Ararat 64.0 64.53 0.83 
2 Armavir 20.2 19.96 (1.19) 
3 Gegharqunik 76.5 112.98 47.69 
4 Kotayq 62.1 65.60 5.64 

 TOTAL 222.8 263.07 18.08 
Source: ADB. 2011. Completion Report: Rural Road Sector Project Sector Project in Armenia. Manila. 

                                                 
8 ADB. 2006. Armenia: Economic Report and Interim Operational Strategy, 2006–2009. Manila. 
9 ADB. 2007. Armenia: Country Operations Business Plan, 2008–2010. Manila. 
10 ADB. 2009. Project Procurement-Related Review Report—Loans 2351-ARM(SF) and 2467-ARM(SF): Rural Road 

Sector Project. Manila. 
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22. This validation finds the targeted traffic growth rates in the DMF to be highly optimistic, 
forecasting a 40% increase in vehicular traffic only 2 years after completion. At appraisal, the 
subproject economic analyses assumed a constant 6% traffic increase for the evaluation period, 
showing inconsistency between the DMF and the project’s economic analyses (footnote 3). What 
may have led to the confusion was the assumption at appraisal that generated and induced traffic 
combined was assumed at 20% of normal traffic. The PCR still used the 6% traffic forecast growth 
rate during appraisal, finding the traffic target in the DMF too optimistic. Based on PCR findings, 
about 50% of completed roads showed traffic increases less than 40% from 2007 traffic levels, while 
50% of the completed roads showed decline in traffic. This validation finds that this was not 
consistent with the traffic volume estimates for pre-improvement and post-construction (PCR, 
Appendix 8). For pre-improvement, there were 31 links with traffic estimates, while for post-
construction, there were only 16 links. Of the 16 links with complete traffic estimates (pre-
improvement and post-construction), eight showed positive traffic increases for the 2006–2011 
period, while eight showed positive traffic increases for the 2009–2011 period. 
 
23. The improved condition of the subproject roads contributed to the efficient movement of 
freight and passenger traffic, enhanced access to social services and job opportunities, and 
reduced transport costs due to the reduction in both travel times and vehicle operating costs. 
The actual reduction in vehicle operating costs and travel time compared to the target cannot 
be determined due to data deficiency. The lower traffic generated, lower vehicle operating cost 
savings, and lower travel time savings than expected could still be considered acceptable 
since these were still within accepted levels of accuracy of forecasts at appraisal (+20%). This 
validation rates the project effective, the same as the PCR rating. 
 
C. Efficiency of Resource Use in Achieving Outcome and Outputs 
 
24. The PCR rated the project efficient in achieving its outcome and outputs. The project 
completed 43 km more than targeted (para. 22). The PCR reevaluated the 27% economic 
internal rate of return (EIRR) for the project, which was above the 12% hurdle rate, but lower 
than the appraisal estimate of 43%. This validation finds that the decrease in the EIRR was 
attributable not only to the increase in construction costs, but also to the decline in traffic as 
against the forecast. The latter was not considered in the PCR as a factor in the decline of the 
EIRR. Of the total actual implementation cost (before interest) of $66.84 million, $47.24 million 
(70.7%) was financed by ADB. The appraisal estimate of implementation cost (before interest) 
was $40.9 million of which $30.1 million (73.6%) was to be financed by ADB. An ADB 
supplementary loan covered the financing shortfall to complete project packages 2 and 3.  
 
25. Economic evaluations of the 31 subproject roads conducted by the PCR indicated their 
economic viability as stand-alone investments, with five at the margin of viability or close to the 
hurdle rate. The PCR reevaluation (PCR, Appendix 8) only showed summaries in terms of 
distribution of EIRRs by contract lot and road length (PCR, Table A8.6) and per package (para. 
16 of PCR; Appendix 8). Since post-construction traffic surveys were only conducted for 16 out 
of 31 subprojects, the bases for the traffic forecasts for the 15 subprojects without post-
construction traffic surveys were not given. Since the post-construction traffic survey results 
showed declining traffic as compared to both 2006 and 2009 pre-improvement traffic surveys, 
the reevaluated traffic forecasts should have been compared to the appraisal traffic forecasts.  

 
26. In the reevaluation of the EIRR, the PCR assumed a salvage value in 2030 of $10.18 
million, which should have not been included (para. 14 of PCR, Appendix 8) and maintenance 
cost was considered a savings. The latter would be true only if the government was actually 
undertaking and incurring cost in maintaining the subproject roads before improvement, which 
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considering their deteriorated state, seems not probable. Using the same data given in Table 
A8.7 (footnote 3), but deleting the salvage value in 2030 and assuming maintenance as a cost 
not savings, the recalculated project EIRR was 17.9%. Based on the foregoing, this validation 
rates the project efficient, the same as the PCR rating. 
 
D. Preliminary Assessment of Sustainability  
 
27. The PCR rated the project less likely to be sustainable (in the short term) for both the 
civil works and road management support components. While the PCR noted that the 
organizational structures and human resource capacities and capabilities in the road 
management agencies need to be reviewed to determine adequacy for the needs of planning, 
programming, and implementing road maintenance, the Transport Sector Development Strategy 
(footnote 3) already assisted the government in developing cost-effective and environmentally 
and socially sustainable transport infrastructure and services through improved management, 
infrastructure, and technology. It recognized that this is a long-term and complex initiative that 
would take time to implement and reap the benefits. In February 2013, the World Bank 
approved a $45 million loan for the LRN Improvement Project, 11 which would also assist the 
government strengthen the capacity of the MOTC to manage the LRN with several innovative 
pilot contracts to be introduced, including the combination of rehabilitation and routine 
maintenance in a single contract and the use of microenterprises for basic routine maintenance. 
A strong emphasis was being put on ensuring that resources were allocated to maintenance 
and that routine maintenance was done on more kilometers of roads. In addition, a technical 
assistance component would strengthen MOTC’s capacity to manage road assets, support 
several road safety measures, assess the feasibility of performance-based contracts, support 
the development of a road sector financing plan, and monitor social indicators and issues in 
areas where roads have been improved. 
 
28. One of the ADB project loan conditions was for the borrower to increase its annual road 
rehabilitation and maintenance budgets for the whole road network by no less than the annual 
inflation rates from the amount allocated for the same purpose in fiscal year 2007 (AMD16.16 
billion), as long as sound fiscal balance is maintained (footnote 3). Also, under the government’s 
road sector strategy, provision for domestic funding has been made through legislation requiring 
10% of fuel tax revenue to be applied to routine maintenance (footnote 3). These initiatives 
provide assurance for improved sustainability of project roads and capacity of the government to 
allocate sufficient financial resources for road maintenance even with current budget 
constraints. This validation rates the project likely to be sustainable.   
 
E. Impact  
 
29. The PCR noted strong indications that the road improvements have had a positive 
impact on the economic and social welfare of the affected rural communities and have 
contributed to reducing poverty in the project area. However, no quantitative estimates were 
given. The project consultant interviewed randomly selected community leaders in the project’s 
influence areas and the results showed that community life has improved significantly since the 
roads were completed, transport services were improving, and there was evidence of new 
businesses developing. While passenger fares have not been reduced, community leaders 
commented on the reduced travel time and vehicle operating costs, with access to markets now 
possible throughout the year, and spoilage of agricultural products reduced. 

                                                 
11 World Bank. Lifeline Road Improvement Project. http://www.worldbank.org/projects/P126782/lifeline-road-network-

improvement-project?lang=en (accessed 15 July 2013). 
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30. A rapid qualitative social and gender assessment carried out in August 2011 showed 
that the improved rural roads had positive impacts on women’s lives in terms of shortened time 
spent to reach markets and services, increased opportunities to sell agricultural products, and 
decreased dust and dirt. Negative impacts identified were the increased speed of vehicles and 
the lack of road safety measures. The supervising consultant monitored the implementation of 
mitigation measures that were incorporated into the detailed design and civil works contract. 
The landscapes that were modified and disturbed during construction were restored to their pre-
rehabilitation state. Since the project activities took place within the existing road alignment or 
on state-owned land, no resettlement impact occurred as anticipated. Based on these, the 
validation rates the impact of the project significant. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

31. The PCR rated the borrower’s performance satisfactory. It noted that during the 
economic downturn, when budget cutbacks were necessary, the government still provided the 
required counterpart funding in a timely manner. However, appropriate maintenance funds for 
the transport sector, as required by the loan conditions could not be provided completely. The 
PCR also rated the MOTC’s performance as executing agency satisfactory. The project outputs 
were achieved, despite implementation delays in the first 2 years. The ARD satisfactorily carried 
out most of the tasks for project implementation. However, it failed to conduct traffic surveys 
regularly including roughness measures, instead relying on the survey reports prepared by the 
consultant. Within ARD, the PMU staff gained valuable experience from this project, although 
the PCR assessed that they were not yet capable of performing externally assisted project 
management and monitoring independently without assistance from consultants. 
 
32. The PCR determined that the government only partially complied with three loan 
covenants, while it had fully complied with the others. These three covenants referred to the 
allocation of sufficient funds for the operation and maintenance of the project roads, increase in 
the annual road rehabilitation and maintenance budgets for the whole road network, and that 
the rate of increase in actual annual road maintenance expenditure is the same as the increase 
in the overall national budget each year. The financial constraints of the national government 
had affected its capacity to fully comply with these loan covenants. 
 
33. This validation found the ARD amiss in the implementation of the project performance 
management system (PPMS), as the PCR failed to note any data or information from the 
system to support its findings, especially in the impact generated. The post-construction traffic 
surveys, which were a significant part of the PPMS, were inadequate. Given the borrower’s 
consistency in providing counterpart funding and ARD’s success in carrying out the various 
project implementation tasks, this validation rates the performance of both the borrower and 
executing agency satisfactory, the same as the PCR rating.  

B. Performance of the Asian Development Bank  

34. The PCR rated ADB’s performance satisfactory. It noted that ADB fielded 10 project 
review missions and approved five minor changes in project scope or implementation 
arrangements. The executing agency rated the overall performance of ADB satisfactory in that 
issues were dealt with effectively and efficiently during and between missions. ADB responded 
promptly to the government’s request for the supplementary loan, which was prepared efficiently 
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and expeditiously without significantly affecting project implementation and date of loan closure. 
This validation notes that, considering that this was the first ADB loan to the transport sector in 
Armenia, the MOTC requested and ADB assisted in the procurement of consultant services for 
subproject preparation and construction supervision. This showed ADB’s readiness to assist the 
MOTC and ARD in expediting project implementation, given the agencies’ recognition of their 
lack of experience in using the ADB system for the procurement of consultants. This validation 
rates ADB performance satisfactory, the same rating as the PCR. 
 
C. Others 

35. Based on the PCR findings and as indicated in the appraisal, the project activities took 
place within the existing road alignment or on state-owned land, hence, no resettlement impact 
occurred as anticipated. The government ensured that the project was implemented with 
participation by beneficiaries. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

36. The PCR rated the project successful. This validation also rates the project successful. 
It gives a lower rating for relevance but a higher rating for sustainability. For relevance, a lower 
rating was given since the project had substantial cost increases that required a 
supplementary loan to complete the project. The lower-than-forecast vehicular traffic after 
project construction resulted in lower vehicle cost and travel time savings. On sustainability, 
the government has been engaged in various activities to improve road maintenance. While 
still facing budgetary constraints, there is continued effort to make more efficient use of 
available financial resources by exploring various options. The 2013 approved World Bank 
loan would improve not only road maintenance modality and capacity of the MOTC and ARD, 
but also the allocation of resources for road maintenance (para. 28). With the allocation of 
10% of fuel tax revenues to routine maintenance, sustainability is somewhat assured. The 
PCR and validation ratings are compared in Table 2.  

Table 2: Overall Ratings 
 

Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Highly relevant Relevant  Shortcomings were noted in some road 
construction works and unclear engineer’s 
cost estimates. These were generally 
caused by inadequate project designs or 
poor contractual  
works and materials. As a result, the 
project cost was affected by increases in 
raw material costs (para. 20). 

Effectiveness in 
achieving outcome 

Effective  Effective   

Efficiency in achieving 
outcome and outputs 
 
 
 
 

Efficient  Efficient   
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Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Preliminary assessment 
of sustainability 

Less likely  Likely  The continuing efforts and activities of the 
government to improve road maintenance 
practices, capabilities and systems, 
including allocation of resources, raise the 
expectation that the project would be 
sustained. Also, under the loan, the 
government was committed to increasing 
its budgetary allocation for routine 
maintenance if allowed by the country’s 
financial situation. The government 
currently allocates 10% of fuel tax 
revenues for routine maintenance (paras. 
27 and 28). 

Overall Assessment Successful  Successful   
Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Impact Not rated Significant There were strong indications that the 

road improvements have had a positive 
impact on the target rural communities and 
have contributed to reducing poverty in the 
project area (para. 29). 

Quality of PCR  Satisfactory  
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 

B. Lessons  

37. While the PCR identified five lessons from the implementation of the project, existing 
practices to address the issues were already identified. In one instance, the problem was 
recognized from the beginning, as in the lack of capacity in using the ADB system in the 
procurement of consultants, for which the MOTC and ARD have sought timely assistance. In 
the case of contingencies, the increase in cost was so significant that current methods for 
estimating contingency requirements would not be sufficient. 
 
38. The validation identified two lessons from the project, as follows: (i) The skills in project 
management of the executing and implementing agencies’ staff, including the management of 
consultants, needs to be upgraded. Considering that this was the first ADB loan for the 
transport sector in Armenia, the agencies were not familiar with ADB policies, systems, and 
requirements and would need to have sufficient capacity development in these particular skills; 
and (ii) The MOTC and ARD should give importance in operationalizing the PPMS, which 
seems to have been overlooked. The measurement of impacts and outcomes was not given 
due importance and the quality of the PCR report suffered. For example, the conduct of the 
traffic surveys was insufficient and the results were conflicting. No explanation was given as to 
why the post-construction traffic deviated from the forecast. 
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C.  Recommendations for Follow-Up  
 
39. The MOTC and ARD needed to implement the PPMS,12 including the conduct of the 
household socioeconomic and traffic surveys, to continue measuring project attainment of 
outcomes and impact targets. The results of these surveys would be compared with the 
baseline surveys, which based on the midterm review mission back-to-office report, was 
approved on May 2009 as part of the baseline report. ADB needs to monitor that this is 
undertaken, as the existing post-construction data seems inadequate. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

40. While a PPMS was assumed to have been installed and operationalized, this was not 
evident based on the data used in the PCR. ADB would need to follow up the activities identified 
in the PPMS and ensure that data updates are collected regularly. As cited in para. 39, 
household socioeconomic and traffic surveys at post-construction need to be undertaken and 
compared to baseline data, presumed to have been collected. 

B. Comments on Project Completion Report Quality 

41. The quality of the PCR was satisfactory although there were indications that data on 
project impacts and outcomes were not sufficiently collected to support the ratings that were 
given. In fact, there was no mention of baseline surveys or post-construction surveys having 
been conducted and no attempt was made to use these to show the achievement of project 
impacts and outcomes. Even the reevaluation of the project and subproject EIRRs were not 
sufficiently supported by traffic data. Project implementation monitoring data seems to have 
been available and used extensively in the PCR.   

C.  Data Sources for Validation 
 
42. The data sources used for this validation included the project’s report and 
recommendation of the President, PCR, back-to-office reports, ADB Country Operations 
Business Plan, 2008–2010 for Armenia, ADB Country Operations Business Plan, 2012–2013 
(update) for Armenia, ADB Country Strategy Final Review, 2006–2011 for Armenia, ADB 
Economic Report and Interim Operational Strategy, 2006–2009 for Armenia, Republic of 
Armenia Interim Poverty Reduction Strategy Paper, Republic Act Government Decree N1207-N 
Republic of Armenia Sustainable Development Program. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

43. The IED may consider the conduct of a project performance evaluation report by 2014 
or 2015 to give sufficient time for the project to perform and the impacts and outcomes to                          
be more evident and measurable.  

                                                 
12  CWTC/CWRD confirmed that the MOTC has implemented the PPMS which includes household socioeconomic 

and traffic surveys under the subsequent multi-tranche financing facility.  
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