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I. BACKGROUND INFORMATION 

A. Validation Purposes and Procedures 

1. During 2004–2008, the Asian Development Bank (ADB) formulated and implemented a 
country strategy and program (CSP) 1 and two CSP Updates (CSPUs) for Kazakhstan. The CSP 
that was prepared in September 2003 covered 2004–2006; the two CSPUs,2

 

 finalized in 
September 2004 and September 2005, covered 2005–2007 and 2006–2008. A country strategy 
and program final review (CSPFR) (Appendix 1) was prepared by ADB that covered the period 
between 2004 and 2008 to identify lessons from its past operations, as an input to the new 
country partnership strategy (CPS) under preparation. 

2. The Independent Evaluation Department (IED) of ADB has prepared this report to 
(i) validate findings of the self-evaluation provided by the CSPFR; (ii) assess the quality of the 
self-evaluation; and (iii) identify lessons and recommendations to improve the design and 
implementation of the upcoming CPS, as well as the quality and accountability of future self-
evaluations. 
 
3. This validation report is based on (i) a desk review; (ii) findings of the recently completed 
CSPFR report; (iii) consultations in Almaty and Astana, Kazakhstan, including a field visit to a 
selected project site by an independent evaluation mission between 21 and 30 September 
2011, to fill data gaps and obtain feedback from in-country stakeholders; and (iv) headquarters-
based consultations with the country team. 
 
4. This validation evaluated the performance of the CSP and CSPUs, which cover the 
period between 2004 and 2008. ADB operations supported in 2009–2010 have also been 
included in this validation to the extent that they hold lessons for the design and implementation 
of the upcoming CPS. 
 
5. IED prepared a limited number of evaluation products for the country from 2004 to 2010. 
These include a country case study conducted as part of IED’s real-time evaluation of its 
countercyclical support facility and trade finance program, two project performance evaluation 
reports, two project validation reports, and a technical assistance (TA) performance evaluation 
report.3

 

 Topics covered were employment generation, road rehabilitation, road maintenance, 
water resources management, and environmental management. 

B. Country’s Development Context and Government Plans 

6. The Republic of Kazakhstan, which bridges Europe and Asia, is the ninth largest country 
in the world in terms of landmass. The oil sector dominates the economy and in 2010 accounted 
                                                
1 ADB. 2003. Country Strategy and Program: Kazakhstan, 2004–2006. Manila.  
2 ADB. 2004. Country Strategy and Program Update: Kazakhstan, 2005–2007. Manila; ADB. 2005. Country Strategy 

and Program Update: Kazakhstan, 2006–2008. Manila 
3 ADB. 2011. Special Evaluation Study: Real-time Evaluation of Asian Development Bank’s Response to the Global 

Economic Crisis of 2008–2009. Manila; The first project performance evaluation report (PPER) was L1455-KAZ: 
Road Rehabilitation Project in Kazakhstan, prepared in 2005. The second PPER was Kazakhstan and the Kyrgyz 
Republic: Joint Evaluation on the L1774-KAZ: Almaty-Bishkek Regional Road Rehabilitation Project, prepared in 
2009. Because the project was cofinanced, the PPER was jointly prepared by ADB’s IED and the European Bank 
for Reconstruction and Development’s Evaluation Department. The first validation was of L1593-KAZ: Water 
Resources Management and Land Improvement Project; and the second validation was L1774-KAZ: Almaty-
Bishkek Regional Road Rehabilitation Project; ADB. 2007. Performance Evaluation Report: Evaluation of 
Environment Management Technical Assistance Projects to Selected Central Asian Republics. Manila. 
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for about 12% of gross domestic product (GDP), 57% of exports, and 47% of the government’s 
budget revenues. Major foreign investment in this sector enabled strong growth between 2000 
and 2007, averaging about 10% a year, which raised gross national income from $2,098 per 
capita in 2003 to just over $7,440 per capita in 2010. 
 
7. The country graduated from a lower-middle-income to an upper-middle-income 
country—crossing the $3,976 threshold in 2006—and if current growth trends persist, it is 
poised to become a high-income country by 2015. As the economy becomes increasingly 
wealthy and sophisticated, public institutions and regulatory practices have struggled to keep 
pace.4

 

 Infrastructure bottlenecks and institutional and capacity development challenges are 
among the reasons why the country has maintained long-term partnerships with international 
financial institutions, including ADB. 

8. Key planning documents of the government consisted of the long-term development 
strategy for 2030 that was prepared in 1997, and the strategic plan for development to 2010 and 
2020.5

 

 The long-term development strategy focused on improving seven areas: national 
security; social cohesion; economic growth; health and education; energy; infrastructure, 
transport, and communications; and governance. The strategic plan for development focused on 
the fundamentals for a competitive economy and targeted doubling of the 2000 GDP by 2010. 
Public investments were guided by the National Strategy for Industrial and Innovation 
Development (2003–2015), the National Rural Development Program (2004–2010), the 
Transport Strategy (2006–2010), and the Education and Health Care Programs (2006–2010). 

9. The country has made notable progress in achieving its Millennium Development Goals 
(MDGs) related to poverty, primary education, and gender equality. Since the implementation of 
the state poverty reduction program that began in 2002, the share of the population with 
incomes below the minimum subsistence levels has declined fourfold. Progress has been made 
in improving spending and access to social services, although progress in tackling other aspects 
of nonincome poverty continues to be hampered by regional disparities, widening urban–rural 
income gaps, and weaknesses in public service delivery. 
 
10. The 2010 Millennium Development Goals country report highlighted the need for greater 
allocation of resources to improve access to, and the quality of child and maternal health 
programs, as well as to prevent HIV/AIDS and tuberculosis. It estimated that at least 10% of 
households did not have access to running water, while about half of the rural population had no 
access to proper sanitation facilities. It also highlighted the need for increased compliance with 
agreed-upon principles of environmental quality management. 
 
11. The economy expanded rapidly from 2000 to 2007, with real GDP growing at an average 
of about 10%. During these years, the government maintained a fiscal surplus, building deposits 
equivalent to a fifth of GDP in the National Fund of the Republic of Kazakhstan (NFRK). 
The rapid economic growth unleashed double-digit growth in private borrowing, which, in turn, 
fueled a real estate boom. Between 2004 and the third quarter of 2007, bank lending increased 
by 550% on the back of foreign lending, with much of the credit secured by real estate. 
 
12. The country’s economic climb was interrupted by the shocks of 2008 and 2009. 
                                                
4 The World Bank. 2010. World Wide Governance Indicators: Country Data Report for Kazakhstan, 1996–2009. 

Washington, D.C. 
5  Strategy 2030. 1997. Prosperity, Security, and Ever-Growing Welfare of all the Kazakhstanis. Astana; Plan 

approved by the president in December 2001; Government of Kazakhstan. 2010. New Decade, New Economic 
Growth–New Opportunities for Kazakhstan. 
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The global financial crisis brought foreign lending to a standstill; construction projects were 
halted and property prices began to decline. Petroleum prices fell to a low of $40 a barrel in 
2009, causing export revenues to plunge. Falling economic activity and the bursting of the 
property bubble caused the share of nonperforming loans in banks to rise from 5% in 2008 to 
30% in 2010. GDP growth fell to just 3.3% in 2008 and 1.2% in 2009. 
 
13. In response to the financial crisis, in 2008–2009 the government provided a large fiscal 
stimulus program (about $10 billion), eased monetary policy, extended special assistance to 
small and medium-sized enterprises (SMEs), and introduced measures aimed at promoting 
public–private partnerships.6 This fiscal stimulus program instituted reforms aimed at stabilizing 
the banking sector, including nationalizing the country’s two largest commercial banks and 
providing debt relief to banks of nearly $11 billion. The government’s fiscal measures in 2008–
2010, estimated at $26.5 billion, combined with strengthening prices for global commodities, 
helped prevent a more severe recession and enabled a V-shaped recovery. Growth rebounded 
by 7% in 2010 and is forecast to be 6–7% in 2011.7

 
 

14. Strong growth in export earnings, with significant foreign exchange inflows, boosted 
international reserves and assets in the NFRK, which by mid-2011 exceeded $70 billion. 
By mid-2011, following the successful restructuring of external liabilities and increased holdings 
of government securities, commercial banks reported that capital adequacy ratios had improved 
to near precrisis levels. However, the number of nonperforming loans has remained high, 
targeted subsidized lending has not been successful in unclogging credit channels, and banks 
have been reluctant to write off bad loans.8

 
 

15. Reducing dependence on oil and minerals in ways that contribute to a more diverse and 
equitable development remains the key development challenge. The banking sector continues 
to face serious problems: large overhang of nonperforming loans, real estate price declines, and 
the effects on the foreign loan portfolio from the depreciation of the Tenge in February 2009. 
 
16. To meet these challenges, in March 2010 the government instituted measures to 
improve competitiveness and foster industrialization. These include steps aimed at boosting 
productivity in traditional and new industries by improving the quality of physical infrastructure, 
increasing the supply of skilled human resources, reducing administrative barriers to doing 
business, and providing a more conducive environment for foreign direct investment. 
 
17. The government has intensified its efforts to build broader regional markets for trade and 
investment. Under the Central Asia Regional Economic Cooperation (CAREC) program, major 
road corridor investments are underway. In 2010, Kazakhstan, Belarus, and the Russian 
Federation formed a customs union, and by January 2012, the three countries aim to create a 
single economic space.9

                                                
6  Government of Kazakhstan. 2008. Plan of Joint Actions of the Government, National Bank, and Agency on 

Regulation and Supervision of Financial Markets and Financial Institutions of the Republic of Kazakhstan to 
Stabilize the Economy and the Financial System, 2009–2010. Approved by Resolution No. 1085 of the 
Government of Kazakhstan, 25 November 2008. Astana. 

 The medium-term strategic development plan to 2020 focuses on 
diversifying the economy with larger shares in GDP for manufacturing and agriculture, as well 
as higher labor productivity across sectors. 

7  ADB. 2009. Asian Development Outlook 2009. Manila; ADB. 2010. Asian Development Outlook 2010. Manila. 
8  IMF. 2011. Republic of Kazakhstan—2011 Article IV Consultation, Concluding Statement of the IMF Mission. 

6 May. Available: http://www.imf.org/external/np/ms/2011/050611.htm 
9  ADB. 2011. Asian Development Outlook 2011. Manila. 
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C. Country Strategy Coverage and Priorities 

18. ADB’s most recent CSP for Kazakhstan was prepared in September 2003 (footnote 1). 
To update the operational program, CSPUs were prepared in September 2004 for 2005–2007 
and in September 2005 for 2006–2008 (footnote 2). ADB had prepared a country operational 
strategy (COS) in 1996. 
 
19. The COS, 1996 identified five priority areas: central and local government reforms, 
physical infrastructure and maintenance, education and training, medium-sized enterprise 
reforms, and agriculture. Activities programmed during the COS period included 9 projects for 
$467 million and 41 TA activities for $21.59 million. Support was provided for pension system 
reforms, water resources management and land improvement, basic education, and road 
rehabilitation. 
 
20. The CSP, 2003 recognized that the oil boom that the country was experiencing 
presented both challenges and opportunities. It identified the weak linkages between growth 
and poverty reduction, and emphasized the need to remove constraints on the growth of the 
non-oil sectors to strengthen those linkages. The CSP acknowledged the progress that had 
been made in structural reforms but warned of a tendency toward greater interventions by the 
state. It applauded the country’s political stability but noted the need for substantial governance 
reforms. 
 
21. Environmental degradation, particularly of water and land resources, was likewise 
identified as a serious concern. The CSP found that private investment was highly constrained, 
with 20 government-influenced companies dominating economic activity and large inflows of 
foreign direct investment confined primarily to the oil sector. The CSP concluded that the real 
challenge was not doubling GDP by 2010 but building a sustainable, long-term base for a 
competitive economy. 
 
22.  The CSP, 2003 identified four areas for support and policy dialogue: (i) inclusive growth 
through private sector development (PSD), (ii) human development, (iii) sustainable 
environmental management, and (iv) regional cooperation. 
 
23. Inclusive growth through PSD was to be enabled through public investments in rural 
development, transport, competition policy, customs, and trade facilitation, with long-term 
financing provided through private sector operations. Human development activities were to 
include support for improving access to potable water, policy and strategy formulation support to 
the education sector, and capacity development in tracking the performance of development 
programs. Sustainable environmental management was to include investments and advisory 
support in water resource management and capacity development in transboundary 
management. Regional cooperation through CAREC was an integral component of the CSP. 
 
24. Although neither the CSP nor the CSPUs were results-based, the CSP and CSPU 
reports highlighted ADB’s institutional and knowledge support, and its ability to deliver that 
support in a responsive manner. 
 
25. While four public sector projects were prioritized for 2004–2006, none were 
implemented. These four projects totaled $190 million: two for agriculture and natural resources 
management, one for rural water supply, and 1 for transport. Both standby loans ($100 million 
total) were in the agriculture sector. 
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26. The country program was reviewed and reprioritized during the CSPUs of 2004 and 
2005. In the CSPU, 2005–2007, ADB acknowledged the limited demand for borrowing but 
posited that the projects could deliver new knowledge and hence make future public sector 
support more desirable. In the CSPU, 2006–2008, ADB declared that private sector operations 
would be at the forefront of future operations. 
 
27. Although not identified in the CSP or CSPUs, the first subprogram of the CAREC 
Transport Corridor 1 Investment Program was approved for $340 million in December 2008.10 
Corridor 1 runs from Western Europe to People’s Republic of China. The Rural Water Supply 
and Sanitation Sector Project was approved for $34.6 million in September 2003, became 
effective in August 2005, and was completed in June 2010.11

 
 

28. Two projects were approved before the CSP but implemented during it. The Almaty–
Bishkek Regional Road Rehabilitation Project was approved for $65 million in October 2000 and 
completed in June 2007.12 The Water Resources Management and Land Improvement Project 
was earlier approved for $40 million in December 1997 and completed in June 2009.13

 
 

29. The nonlending program in the CSP, projected at $1.7 million per year, consisted of four 
project preparatory TA activities and seven advisory TA activities. Between September 2003 
and December 2008, 13 TA activities were approved; 4 were subsequently cancelled, and 
4 were small scale (Appendix 2). The activities covered local government reforms, government 
program performance, environmental monitoring, and finance sector governance. See Table 1 
for activities approved and/or implemented between September 2003 and December 2008. 

 
Table 1: Activities Programmed and Implemented Before, During, and After 

CSP and CSPUs  
(September 2003–December 2008) 

 
Approved Before and 
Implemented During CSP 
and CSPUs 

Approved During CSP and 
CSPUs 

(September 2003–December 2008) 

Approved After CSP and 
CSPUs 

(January 2009 Onward) 
L1774-KAZ: Almaty–Bishkek 
Regional Road Rehabilitation 
Project approved for $65 million 
in October 2000 and completed 
in June 2007. 
 
L1592-93-KAZ: Water Resources 
Management and Land 
Improvement Project approved 
for $40 million in December 1997 
and completed in June 2009. 
 

L2503-KAZ: CAREC Transport Corridor 
1 (Zhambyl Oblast Section) [Western 
Europe–Western People’s Republic of 
China International Transit Corridor] 
Investment Program – Tranche 1 
approved for $340 million in December 
2008. 
 
L2006-KAZ: Rural Water Supply and 
Sanitation Sector Project approved for 
$34.6 million in September 2003 and 
completed in June 2010. 

L2543-KAZ: Kazakhstan 
Countercyclical Support approved 
for $500 million in September 2009 
and completed in December 2009. 
 
L2562-KAZ: CAREC Transport 
Corridor I (Zhambyl Oblast Section) 
[Western Europe–Western 
People’s Republic of China 
International Transit Corridor] 
Investment Program – Tranche 2 
approved for $187 million in 

                                                
10 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility and Administration of Loan to Kazakhstan for the CAREC Transport Corridor 1 (Zhambyl Oblast 
Section) [Western Europe–Western People’s Republic of China International Transit Corridor] Investment Program. 
Manila. 

11 ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 
Assistance Grant to Kazakhstan for the Rural Area Water Supply and Sanitation Sector Project. Manila. 

12 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loans and 
Technical Assistance Grants to Kazakhstan and the Kyrgyz Republic for the Almaty–Bishkek Regional Road 
Rehabilitation Project. Manila. 

13 ADB. 1997. Report and Recommendation of the President to the Board of Directors: Proposed Loans and 
Technical Assistance Grant for the Water Resources Management and Land Improvement Project. Manila. 
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Approved Before and 
Implemented During CSP 
and CSPUs 

Approved During CSP and 
CSPUs 

(September 2003–December 2008) 

Approved After CSP and 
CSPUs 

(January 2009 Onward) 
Four project preparatory TA, and 
14 advisory TA activities totaling 
$7.3 million. 

Five nonsovereign operations approved 
for a total of $375 million. 
 
Two project preparatory TA (three 
others were cancelled), nine advisory 
TA (four others was cancelled), and 
nine regional TA activities. 

October 2009. 
 
L2689-KAZ: Small and Medium 
Enterprise Investment Program - 
Tranche 1 approved for $150 
million in November 2010. 
 
L2697-KAZ: CAREC Transport 
Corridor I (Zhambyl Oblast Section) 
[Western Europe–Western 
People’s Republic of China 
International Transit Corridor] 
Investment Program – Tranche 3 
approved for $173 million in 
November 2010. 
 
One project preparatory TA and 
two capacity development TA 
activities for $1.5 million. 

CAREC = Central Asia Regional Economic Cooperation, CSP = country strategy and program, CSPU = country 
strategy and program update, KAZ = Kazakhstan, TA = technical assistance. 
Note: Data as of 31 August 2011; completion date refers to financial completion. 
Source: Independent Evaluation Department, CSPFR Validation Team. 
 
30. Two project preparatory TA activities for follow-up projects in rural water supply (2005) 
and water resources management and land improvement (2007) were approved and 
subsequently cancelled, as was a second phase of an advisory TA activity for finance sector 
governance. One project preparatory TA, in 2006, for the financial strengthening and 
modernization of Kazpost was implemented, but did not result in a nonsovereign project. 
 
31. Nine related regional TA activities covered trade facilitation and customs cooperation, 
land management, and transport sector strategy formulation. Advisory TA activities that were 
added onto loans were dropped, as was support for policy and strategy formulation in the 
education sector and capacity development in implementing the national poverty reduction 
strategy. In terms of amount, nonlending support declined from $1.7 million in 2004 to $150,000 
in 2005; $600,000 in 2006; $60,000 in 2007; and $300,000 in 2008. 
 
32. The country resumed borrowing after the 2008 global financial crisis. ADB provided a 
$500 million countercyclical quick-disbursing loan in 2009. This was followed by the CAREC 
Transport Corridor 1 Investment Program – Tranche 2 footnote10 ($187 million) in 2009 and an 
SME Investment Program Tranche 1 ($150 million) in 2010.14

10
 These were followed by the 

CAREC Transport Corridor I Investment Program – Tranche 3 (footnote ) ($173 million) in 
2010 and the CAREC Transport Corridor 2 – Tranche 1 ($283 million) in 2010. See Figure 1 for 
the state-guaranteed debt for select international financial institutions between 2007 and 2011. 
 
33. Two TA activities were approved in 2009: capacity development in conducting economic 
and safeguard assessments for the Ministry of Transport ($225,000) and a project preparatory 
TA for the Aktau–Beineu Road project ($600,000). In 2010, there was one TA activity approved 
for improving capacity to support SME development ($650,000). Two operations were proposed 
for 2011: the CAREC Transport Corridor 1: Tranche 4 ($112 million) and the Taraz Bypass 
                                                
14 ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to Kazakhstan for the Small and Medium Enterprise Program. Manila. 
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($110 million). Further, two operations are proposed for 2012: the second tranche of the 
CAREC Transport Corridor 2 Multitranche Financing Facility (MFF) ($400 million) and the 
Astana Light Rail System ($335 million). 

 
 

Figure 1: State-Guaranteed Debt for Select International Financial Institutions, 2007–2011 
($’000) 

 
ADB = Asian Development Bank, EBRD = European Bank for Reconstruction and 
Development, IBRD = International Bank for Reconstruction and Development, IDB = 
Islamic Development Bank, JBIC/JICA = Japan Bank for International Cooperation/Japan 
International Cooperation Agency. 
Note: EBRD has a significant nonsovereign portfolio in the country. In 2009, about 85% of 
its country portfolio was nonsovereign. 
Source: Ministry of Finance, Government of Kazakhstan. 

 
34. Private sector operations, which began in 2006, have focused on the banking sector. 
Five operations were approved for a total of $375 million. They consisted of (i) two foreign 
currency senior loans (Senior Loan to JSC Alliance Bank, Senior Loan to JSC Bank Turan 
Alem)—both banks defaulted and the investments were subsequently restructured, with ADB 
incurring substantial losses; (ii) a local currency loan to Bank Central Credit funded by ADB’s 
first Tenge bond; and (iii) two guarantees for bond issues securitizing diversified payment rights 
(foreign remittances) of JSC Kazkommertsbank and JSC Alliance Bank which have been fully 
repaid. 
 
35. Total outstanding balances and undisbursed commitments to private sector projects in 
Kazakhstan is $51.3 million, representing 1% of the total portfolio administered by ADB’s Private 
Sector Operations Department (PSOD) as of 31 March 2011. Concept papers were prepared for 
five PSOD infrastructure operations, but none of these reached the stage to be submitted for 
Board approval because of regulatory constraints and the inability of project sponsors to finalize 
operations. 
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II. VALIDATION OF THE COUNTRY STRATEGY AND PROGRAM FINAL REVIEW 

A. Strategic Positioning 

36. The CSPFR rated the strategic positioning of the CSP as satisfactory. Factors 
considered in this rating included (i) the CSP’s selective focus, (ii) its consistency with the 
country’s 1997 long-term strategic framework and ADB’s corporate strategies and policies, 
(iii) the flexibility of its response to changing conditions, (iv) efforts to complement other 
development partners and leverage resources, (v) strong performance in identifying private 
sector operations, and (vi) the regional cooperation agenda. The rating was pulled down by the 
fact that the CSPUs did not introduce any changes in financing modalities or sector coverage in 
light of the government’s reduced demand for financing. 
 
37. This validation concurs with the use of these factors and rates the strategic positioning of 
the CSP as satisfactory. The three focal points—fostering diversification in the non-oil sectors 
through PSD, social development to help accelerate attainment of non-income MDGs, and 
environmental sustainability to address serious resource management projects—were aligned 
to the country’s needs. They were also aligned with priorities identified in the Poverty 
Partnership Agreement that the government signed with ADB on 24 July 2003, the 
government’s Sector Program for Poverty Reduction (2003–2005), and the Program for 
Industrial and Innovation Development (2003–2015). 
 
38. Support for economic infrastructure, good governance, PSD, environmental 
sustainability, and regional cooperation and economic integration were consistent with ADB 
priorities set out in the 1997–2007 Long-Term Strategic Framework and in subsequent ADB 
corporate strategies. However, the CSPFR included little discussion of alignment with ADB 
strategic priorities in social development, gender, governance, and environment. 
 
39. ADB’s support was designed to maintain long-term continuity through follow-up 
operations in rural infrastructure (and irrigation), rural water supply, and road transport, and 
advisory assistance in the education sector. The choice of the instruments was correct, given 
the government’s reluctance to borrow for social sectors, capacity development, and policy 
reforms. In response, ADB therefore emphasized private sector operations. ADB’s positioning 
also took into consideration opportunities to finance loans and TA activities jointly with other 
development partners. 
 
40. Although the CSP clearly identified strategic areas, it did not sufficiently incorporate key 
lessons identified from past operations. Those lessons included the constraints posed by weak 
institutional and planning capacity, the need to emphasize knowledge creation and policy 
support, and the scenario in light of the likelihood that the government’s demand for borrowing 
would remain restrained. 
 
41. The CSP was predicated on the assumption that the government would continue to 
borrow modest sums from ADB each year and that the identified projects could serve as 
springboards for advisory assistance and capacity development support. During 2000–2002, 
ADB had already experienced a slowdown in public sector lending operations. The CSP could 
have explained what ADB would do to remain responsive if government chose not to borrow. 
 
42. When it became clear that the government was not going to borrow—or at least not for 
the priorities identified in the CSP—the CSPU for 2006–2008 declared that private sector 
operations would be at the forefront of the country program. A broad range of finance and 
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infrastructure sectors were individually identified for PSOD operations. However, the CSPU did 
not define clearly what these operations would accomplish, or how they would anchor or 
complement the policy, advisory, and capacity development efforts. Further, because PSOD 
operations were in a start-up phase, there were few viable ones. 
 
43. The CSP was prepared before ADB adopted the managing for development results 
agenda, which includes the mainstreaming of development results in country strategies and 
country programs. In this case, the country team chose selected MDGs as CSP performance 
targets, but they were far removed from the likely outcomes of a modest country program as in 
Kazakhstan. By 2005, ADB had adopted its managing for development results agenda and 
required that results frameworks be incorporated in its new country strategies. However, 
the linkage between ADB’s program and outcomes at a sector and thematic level remained ill 
defined in the CSPUs. 
 
44. From 2009 to 2011, ADB operated without a country partnership strategy or business 
plan for Kazakhstan. During these years, there were large public sector lending operations, 
including two MFFs for CAREC road corridors, a countercyclical stabilization operation to help 
offset effects of the global financial crisis, and an MFF for SME development. Although these 
projects were critical and within sectors of previous engagement, they were not anchored in a 
results-based country strategy or sector roadmaps. 
 
B. Program Relevance 

45. The CSPFR rated the relevance of the country program less relevant because planned 
lending operations did not materialize, project preparatory TA activities were not followed up, 
and private sector operations had a mixed track record. The review noted that although four 
loans were prioritized for 2004–2006, none of the lending products materialized. Nine  advisory 
TA activities were approved and implemented. Although these activities adequately addressed 
major sector and thematic issues, the review registered concerns regarding the quality of the 
outputs of some of the project preparatory TA activities, which contributed to limited follow-
through on projects. Five private sector operations totaling $375 million were approved, two of 
which have suffered losses. 
 
46. This validation agrees with the CSPFR findings and concurs with the less relevant rating. 
The program that was delivered was not consistent with the strategic objectives of the CSP and 
CSPUs. None of the planned public sector loans came to fruition. The first of the CAREC 
transport corridor MFF projects materialized in October 2008, but it was not anchored in the 
transport sector strategy of the country program. 
 
47. ADB’s main contribution to social sector development was to be delivered through 
nonlending support in education sector planning and strategy formulation and through TA 
support for results-based development planning. Neither of these capacity-development-related 
activities was implemented. Although a major thematic focus of the CSP was to build 
institutional capacity, several capacity development TA activities included in the program were 
cancelled when it became clear that the loans would not materialize. For PSD reform, support 
was to be provided for the development of competition law; that did not materialize. 
 
48. Although advisory TA interventions did strengthen capacity in environmental monitoring, 
water resource management, and rural water supply, they did not lay a foundation for follow-up 
project assistance. Although the CSP specifically stated that ADB would draw on its trust funds 
to augment resources available for advisory assistance and to finance pilot interventions, 
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this was not done. Despite the call to generate and disseminate new knowledge to add value, 
few knowledge products were generated, other than a report on finance sector governance and 
regular Asian Development Outlook reports. 
 
49. Nonetheless, the country program was relevant in at least four dimensions. 
The significant number of PSOD transactions were aimed at deepening and improving access 
to financial markets—a key part of ADB’s strategic emphasis on fostering inclusive private 
sector growth. Two operations aimed to channel resources to SMEs, and two aimed to improve 
capacity for securitization of remittance inflows. Other operations included the issuance of 
ADB’s first T6 billion bond, which provided local currency resources that were used to finance 
an onlending operation to a commercial bank. 
 
50. The country program successfully delivered regional TA aimed at strengthening 
competitiveness through support for improvements in trade, trade facilitation, land management, 
and transport planning practices with neighboring states under CAREC. In 2008, ADB was also 
able to leverage its support for regional transport planning under CAREC through the first 
CAREC transport corridor project. The project was cofinanced by the Islamic Development Bank 
and the Japan International Cooperation Agency, among others, which was consistent with the 
CSP’s emphasis on securing cofinancing to leverage resources for infrastructure projects. 
 
51. In 2006, ADB was accepted as a member of the Kazakhstan Foreign Investors Council, 
with the vice president of Private Sector and Cofinancing Operations representing ADB at 
semiannual plenary sessions chaired by the country’s president. This was consistent with the 
CSP objective of using policy dialogue to encourage the government to improve the enabling 
environment for inclusive growth and development led by the private sector. 
 
52. The countercyclical loan of 2009 was highly relevant because it was prepared quickly, 
was fully aligned with the government’s crisis mitigation program, built on the government’s 
reporting systems to facilitate monitoring, and was planned expeditiously after consultations with 
the government and key development partners. 
 
C. Efficiency 

53. The CSPFR rated the country program as efficient, on the grounds that lending and 
nonlending project objectives were generally accomplished and returns exceeded the cost of 
capital. This conclusion was based on an assessment of all loans and TA implemented during 
the CSP period. The CSPFR declared that the two projects that exited the portfolio (one in 
irrigation and one in transport) had strong rates of return and achieved their main goals, despite 
delays. Of 11 TA activities approved between 2004 and 2008, the CSPFR reported that 7 were 
successfully implemented, and 4 were cancelled due to lack of ownership by executing 
agencies. Of the six approved nonsovereign transactions, one was cancelled, two foreign 
currency senior loans were restructured, two guarantees for diversified payment rights 
securitizations were repaid, and one local currency loan was outstanding. The CSPFR noted 
that portfolio performance could have been improved by greater involvement of the resident 
mission in project administration and sustained policy dialogue. 
 
54. This validation downgraded the efficiency rating to less efficient because all loan projects 
that were implemented suffered considerable delays and many project preparatory TA activities 
did not lead to loan projects. 
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55. The Almaty–Bishkek road project (footnote 12) was implemented after a delay of 
2.5 years and suffered from deficiencies in project design that resulted in large cost overruns for 
the capital works. At postcompletion, it was estimated in September 2008 that the economic 
rate of return for that project could be as low as 11.7% unless road maintenance was 
considerably improved. Although a cross-border agreement was ratified in 2002, it has yet to be 
implemented. 
 
56. The rural water sector project (footnote 16) was delayed by more than 3 years and had 
to be substantially scaled back. It was intended to finance 80 subprojects in 500 settlements but 
ultimately financed 58 subprojects in 58 settlements. Moreover, major components of that 
project (wastewater drainage and sanitation components) were abandoned. 
 
57. The water resources management project (footnote 13) was completed after a delay of 
2.5 years. Although it achieved its main objectives, sustainability of project infrastructure was a 
major concern. The ongoing road projects have suffered considerable delays in procurement,15

 

 
and an ongoing SME MFF has taken nearly a year to become effective. In contrast, the 2009 
countercyclical operation was highly efficient—that was planned in 2 months and disbursed 
quickly, and the program objectives were achieved. 

58. The use of scarce TA resources to prepare projects that did not come to fruition was a 
waste of grant resources. A regional rural development project was prepared between 
September 2003 and June 2006, a nonsovereign lending project was prepared to support the 
development of rural financial centers and postal banks for Kazpost, and five PSOD 
infrastructure investments were developed. None of these materialized. Project preparatory TA 
activities for a second rural water supply and sanitation project and a second water resources 
management and land improvement project were approved but then cancelled. 
 
59. There were three important exceptions to the relatively less efficient use of resources. 
The advisory support to CAREC for transport planning and trade facilitation led to the 
preparation of a transport and trade facilitation sector strategy, which subsequently identified the 
six CAREC transport corridors. This support included a $12 billion investment program for 
Kazakhstan and ADB financing of Corridor 1 (footnote 10) and the subsequent Corridor 2 
project to connect the Caucasus and Mediterranean to East Asia. ADB has a large portfolio of 
commitments from 2009 and 2010, and the efficiency with which they are implemented will 
influence the success of the MFF activities. 
 
60. Support for water resource management contributed to new and improved laws on rural 
cooperatives for water users, a new land law, and a new water code.16

 

 Further, the private 
sector development activities helped ADB to (i) respond quickly to the country’s request for 
support from development partners for its anti-crisis program in 2009, and (ii) support the 
country’s subsequent program to restore bank lending to SMEs in 2010. 

D. Effectiveness 

61. The CSPFR rated the country program as less effective on the grounds that no major 
                                                
15 ADB (Office of Anticorruption and Integrity). 2011. Project Procurement-Related Review Report: Loan 2503-KAZ: 

CAREC Transport Corridor (Western Europe–Western PRC Transport Corridor) Investment Program – Project I. 
Manila. 

16 ADB. 2001. Technical Assistance to Kazakhstan for Institutional Development and Policy Reform for Improving 
Water Management. Manila. 
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sector or country-level policy changes were supported during this period, that the capacity 
development TAs had few tangible results, and that most of the results were expected to come 
from the lending program that was not implemented. The CSPFR did note that some progress 
was made in building project management capacity in the Ministry of Transport and Agriculture 
through their involvement in ongoing projects during the CSP period. 
 
62. This validation accepts the CSPFR findings and concurs with the less effective rating. 
Few results could be attributed to ADB support, because few TA activities went beyond 
delivering reports and training, and because the public sector lending program was not 
delivered as planned. The CSPFR also declared that because the CSP was not results-based, 
results were not regularly tracked or assessed. Such efforts could have helped refocus the 
country partnership on those results that could be more reasonably achieved with a scaled-
down public sector lending program and a partnership that relied on PSD operations. 
 
63. The objectives of PSD-led inclusive growth were to crowd-in private sector participation 
through public investments in rural areas and transport infrastructure. Such an approach was 
expected to improve national and regional linkages and to alleviate financing constraints on 
private enterprises, particularly SMEs, through private sector operations. 
 
64. The water resources management project (footnote 13) did improve opportunities for the 
rural private sector. Although a follow-up project in rural infrastructure was designed, it was not 
delivered. Similarly, the Almaty–Bishkek road project (footnote 12) did contribute to a double-
digit increase in trade between Kazakhstan and the Kyrgyz Republic, and new sources of 
private sector livelihoods were developed along the rehabilitated road. However, the planned 
rehabilitation of the Borovoe–Kokshetau–Petropavlovsk road transport corridor did not happen. 
 
65. A series of PSOD transactions were pursued, providing credit lines to participating 
domestic banks and introducing new ways of securitizing receivables and other assets to 
broaden the financing base for SMEs. The 2008–2009 global financial crisis brought SME 
lending to a near-standstill, contributed to the financial distress of several banks participating in 
the operations, and triggered defaults in two of ADB’s PSOD transactions. 
 
66. Under the human development objective, the country program aimed to help the 
government resolve fundamental policy challenges in the education sector and to improve 
access to safe drinking water in rural areas through policy reform, investment, and capacity 
development. During the CSP period, contributions to education reform were negligible. 
The CSP planned to support large advisory TA activities on education sector strategies, a 
second-phase advisory TA activity to develop capacity to implement the national poverty 
reduction strategy, and TA on core-government capacity for policy development and planning. 
All three were cancelled in response to flagging government interest, slow implementation, and 
the limited results of ongoing TA activities in social development. 
 
67. For example, the TA on capacity development of national and local governments to 
implement the Poverty Reduction Program was aimed at developing a custom-designed poverty 
reduction monitoring system.17

                                                
17 ADB. 2003. Technical Assistance to Kazakhstan for the Capacity Building of National and Local Governments to 

Implement the Poverty Reduction Program. Manila. 

 This TA did deliver computer software and manuals but 
garnered no buy-in at the technical levels of the government or in the local governments, and 
the automated poverty monitoring system was not rolled out. Similarly, TA on supporting local 
government reforms was to improve local service delivery, including improved revenue sharing; 
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fiscal transfers; and better delegation of authority between local and central government.18

 

 
This TA, which ended in December 2007, some 3.5 years later than planned, had analyzed and 
recommended reforms to improve local government financing, but these reforms were never 
reviewed or discussed at the senior government levels or presented (as planned) to Parliament. 

68. There were modest contributions to improving access to rural water supply through the 
rural water sector project (footnote 16). However, the significant scaling-back of that project 
meant that its achievements lagged far behind its objectives. Attempts were made to design 
follow-up sector projects in rural water supply and sanitation, but these projects did not come to 
fruition. 
 
69. Under the environmental objective, support was aimed at reversing resource degradation 
by (i) improving irrigation and drainage practices, (ii) reforming water supply and drainage, 
(iii) establishing cooperative agreements with other countries on water management, and 
(iv) strengthening economic management. ADB was partly successful in meeting these goals. 
Through the water resources management project (footnote 13), progress was made on 
rehabilitating irrigation and drainage structures on the Dostyk Canal, and creating water user 
associations to manage secondary and tertiary systems. This progress has contributed to more 
efficient use of the scarce water in the Syr Darya river basin. 
 
70. Advisory support contributed to the development of a new law on rural cooperatives for 
water users, which conveys tax concessions to these groups as nonprofit entities. Advisory 
support also contributed to the new Land Law, which recognizes private property—an important 
step toward promoting better management of land resources. ADB also provided support for the 
development of an environmental monitoring and information management system for 
sustainable land use.19

 

 This delegated TA prepared and piloted an environmental management 
information system in the South Kazakhstan oblast, but that program was not scaled up or 
implemented more broadly, implying that the objective of improving environmental management 
capacity, beyond a pilot scale, was not met. 

71. Support was also provided under CAREC to coordinate policies and strategies for 
managing land resources. This support contributed to greater awareness of land management 
requirements but not to actual cross-border agreements or institutional arrangements for 
managing fragile land resources. Although environmental impact assessments were undertaken 
for the 2008 road corridor project (footnote 10), no attempts were made to address climate 
change considerations, through advisory support either by integrating adaptation and mitigation 
measures or by ensuring that transport projects would develop climate-resilient infrastructure. 
With two MFFs for large regional road corridors now under way, there may be opportunities to 
integrate climate change considerations more directly into ongoing transport support. 
 
72. Good governance was a major area of thematic emphasis in the CSP. It was to be 
supported to help formulate and implement an effective competition policy and to strengthen 
customs institutions to better manage trade flows at the borders. Little progress was registered 
toward the first objective, because TA support in competition law was to be covered under a 
follow-up financial governance operation that was cancelled. Some progress was registered 
through support to CAREC on improving customs and trade facilitation and through the 
provision of inspection equipment to one customs post under the Almaty–Bishkek road project 

                                                
18 ADB. 2003. Technical Assistance to Kazakhstan for Supporting Local Government Reforms. Manila. 
19 ADB. 2004. Technical Assistance to Kazakhstan for the Environmental Monitoring and Information Management 

System for Sustainable Land Use. Manila. 
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(footnote 12). Customs clearance remains time-consuming and far from a one-stop-shop 
approach. Progress was made in improving sector governance arrangements for irrigation and 
drainage, and for rural drinking water supply, through the involvement of community groups in 
the design, management, and financing of such facilities. 
 
73. Some progress was made in building capacity for risk management and in establishing 
committees and divisions within the Central Bank responsible for these important functions. 
However, support to the National Bank of Kazakhstan was delivered nearly 2 years late and 
capacity building in macro-modeling and forecasting yielded few tangible results. 
 
74. ADB’s support was effective in fostering regional cooperation and economic integration. 
The CSP noted that regional cooperation was critical to maintain regional stability and that 
progress in this area was an important factor in the development of a landlocked country. 
Support provided to formulate a state roads development plan identified priorities that were later 
integrated into the CAREC transport and trade facilitation strategy. This strategy provides a 
shared vision of transport and trade facilitation development to 2017. 
 
75. ADB and other development partners are already providing financing to develop 
Kazakhstan’s portion of two of the major transport corridors. There has also been improvement 
in customs cooperation; cross-border agreements have been signed with neighboring countries; 
customs controls have been improved; and a start has been made toward establishing a single-
window system for joint customs control. 
 
76. There is little evidence that ADB made progress toward its corporate objective of gender 
equality. Gender was not incorporated as a theme in any of the initial regional roads corridor 
MFFs or advisory TA activities. The CSP did not identify a strategy for fostering gender equality. 
Likewise, no TA or loan project components were aimed specifically at addressing country-
specific gender issues. 

 
E. Sustainability 

77. The CSPFR rated sustainability of the outputs and outcomes achieved as likely 
sustainable on the grounds that (i) there was sufficient recurrent financing for projects which had 
been completed and for the ongoing CAREC transport corridor project; (ii) project infrastructure 
was being adequately maintained, and (iii) prospects were good that completed private sector 
operations would be maintained. The review also declared that the macroeconomic forecasting 
capacity developed in the National Bank of Kazakhstan is being utilized and will be sustained. 
 
78. This validation downgrades the sustainability rating to less likely sustainable. 
A postcompletion evaluation of the Almaty–Bishkek road project (footnote 12) found that 
government spending on road maintenance in 2008 was nearly half of what the Ministry of 
Transport and Communications estimated was required. For that particular project, new 
maintenance equipment had been distributed but it was expensive and difficult to secure spare 
parts. Similarly, little progress was made in efforts to regulate overloaded trucks. The European 
Bank for Reconstruction and Development, which financed that project in parallel with ADB, 
attempted to establish a private company to undertake road maintenance but did not succeed. 
 
79. Roads in Kazakhstan are vulnerable to cracking because of the extreme temperatures, 
and their economic life is estimated to be substantially shortened if maintenance is insufficient. 
As of mid-2011, road maintenance spending is estimated to meet 35–49% of national 
requirements, and public spending on roads emphasizes upgrading of major roads rather than 
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operations and maintenance. ADB and the European Bank for Reconstruction and Development 
are supporting efforts to improve road maintenance funding and practices through the Corridor 1 
project. Such interventions could improve the sustainability of road projects. 
 
80. Sustainability was also a serious concern in other sectors; for example, water resources. 
There are concerns about the long-term sustainability of ADB-supported irrigation and drainage 
infrastructure. At postcompletion, it was reported in September 2008 that financial provisions for 
routine maintenance were insufficient. For less routine, more expensive repairs, farming families 
may not be able to afford to repay their 70% share of project rehabilitation costs. An anti-
monopoly commission fixes and regulates water user charges, which makes it difficult to raise 
them. In the case of ADB support for rural drinking water, the tariffs charged are considered 
affordable but are far below cost-recovery levels. There is nevertheless a positive trend in the 
government’s operations, with maintenance expenditures averaging 5% annually. 
 
81. The validation questions the assertion in the CSPFR that completed private sector 
operations will be maintained. Two of the private sector SME operations have already registered 
a default, and the attempt to foster securitization and develop a domestic bond market has been 
derailed, at least temporarily, by the 2008–2009 global financial crisis. 
 
82. Likewise, the degree to which institutional capacity development will be sustained is also 
questionable. Although ADB’s projects have introduced world-class standards for project 
management, the government’s laws and regulations for procurement, accounting, auditing, and 
reporting apply quite different (and lax) standards. 
 
83. In several areas, ADB’s capacity development support simply has not been 
institutionalized. Support was provided to build a custom-designed monitoring and evaluation 
system for the government’s poverty reduction program. Although monitoring and evaluation 
software and a manual were provided, the system was not installed. Good progress was made 
in involving nongovernment organizations as watchdogs to monitor poverty programs, but their 
involvement came to an end after the ADB TA ended. An environmental monitoring and 
information management system for sustainable land use (footnote 19) was established and 
successfully piloted in the South Kazakhstan Oblast, but it was not scaled up as planned. 
 
84. Progress has been made in improving the National Bank of Kazakhstan’s asset and risk 
management framework. An investment committee and a risk management committee have 
been established. In contrast to the CSPFR finding, however, the evidence indicates that the 
creation of macroeconomic forecasting capacity in the National Bank was not institutionalized, 
because the model built under the project was not updated and a full-time modeling and 
forecasting team was not established. 
 
85. Overall, this validation asserts that ADB can play a bigger role to ensure its operations 
and their outputs and outcomes are sustained. This is less an issue of the government’s ability 
to afford to properly maintain its assets and more a matter of ensuring that (i) strong leadership 
for institutional reforms and sufficient human resources are in place before new capacities are 
introduced; (ii) suitable maintenance arrangements—including legal and regulatory 
requirements, asset management systems, financing structures, and capacities for monitoring 
assets and delivering maintenance services—are put in place either before or during 
infrastructure development efforts; and (iii) policy dialogue emphasizes sustaining economic 
infrastructure investments and capacity development efforts. 
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F. Development Impacts 

86. The CSPFR elaborated the progress made toward achieving country, sector, and cross-
sector impact as partly satisfactory. It stated that the few TA activities that were implemented 
had limited results and that the lack of implementation of the public sector lending program 
meant that the main instrument for delivering results did not materialize. The review did note that 
support in agriculture, natural resources, and irrigation had positive impacts; that support in the 
water supply and sanitation sector had contributed to the safe drinking water supply; and that 
support in the education sector had contributed to an informed and competitive work force. 
However, these results were attributed to support provided before the CSP period. 
 
87. This validation accepts the CSPFR findings and concurs with the partly satisfactory 
rating. Nondelivery of the planned lending program did significantly reduce the main impact of 
the country program. 
 
88. However, the ongoing projects did have some positive results. The road transport 
operation contributed to a 36% annual growth in trade between Kazakhstan and the Kyrgyz 
Republic. ADB support for irrigation and drainage had a positive effect on the incomes and 
employment of the participating farm communities. Support for rural water facilities did make 
safe drinking water more accessible and improve village health conditions, although for a far 
smaller group than originally envisaged. The MFF for the Corridor 1 project (footnote 10), which 
was approved in 2008, could have major impacts in terms of reducing travel times and vehicle 
operating costs, and boosting trade and transit trade on that corridor. 
 
89. ADB support for policy reform and capacity development had positive, although modest, 
impacts. Contributions were made to improved land and rural cooperative laws that permit 
private ownership of agriculture and other land—an important milestone in developing the rural 
enabling environment for private sector development. Water user associations were established 
and strengthened, as were community-based rural water supply groups. These initiatives helped 
broaden the participation of beneficiaries in managing that infrastructure. 
 
90. Institutional performance in certain aspects of central banking was strengthened, as 
were the monitoring and evaluation systems of four core line ministries. Conversely, there was 
very little lasting institutional impact of ADB’s support for building environmental monitoring and 
information management capacities, developing systems and capacities for maintaining roads 
and rural infrastructure, and strengthening inter-governmental fiscal relations and performance. 

 
91. The impact of ADB’s private sector operations was modest. The main goal of these 
operations was to expand financing for SMEs to help encourage economic diversification. Even 
before these operations, Kazakh commercial banks had dramatically increased their lending to 
the SME sector, based on access to external credit markets. Starting in mid-2007, access to 
international financing became difficult, and it froze completely in 2008. Lending to SMEs 
declined from a high of $5.3 billion during the second quarter of 2007 to $1.2 billion in the third 
quarter of 2009. 
 
92. Similarly, PSOD efforts to deepen the capital markets were overtaken by the global 
financial crisis in 2008. The crisis halted domestic bond market and securitization efforts and 
exposed deep-seated problems within the banking sector. Two banks were subsequently 
nationalized, and all participating commercial banks recorded a rise in nonperforming assets 
within 2–3 years after the PSOD transactions. 
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93. Under the CSP, a subset of the MDGs was to be used to track performance at the 
country level. The CSPFR was candid in noting that ADB’s contribution to country-level impacts 
was marginal and that although these MDG targets were by and large achieved, that occurred 
with little contribution from ADB’s program. 
 
G. ADB and Government Performance 

94. The CSPFR assessed ADB’s performance as partly satisfactory. The CSPFR concluded 
that ADB had not been as active as it was in previous years because of the government’s 
limited need for external public sector borrowing, ADB’s inability to adapt to the fast-changing 
country circumstances, relatively weak ownership of the CSP, and internal coordination issues. 
 
95. ADB did play a catalytic role in coordinating the CAREC Program. Successful 
cofinancing of the CAREC Transport Corridor 1 project and cooperation with Kreditanstalt für 
Wiederaufbau on financing joint private sector operations were highlighted as accomplishments 
in aid cooperation. ADB’s operational missions to the country also added value to a certain 
degree by promoting safeguards, good project implementation, portfolio management, and 
sound fiduciary practice. The validation also concurs with the findings of the stakeholder survey 
undertaken in December 2010 for the preparation of the CSPFR, which highlighted time-
consuming ADB policies and procedures, shallow engagement with civil society, and limited 
value added to ADB operations as constraints. 
 
96. This validation concurs with the CSPFR assessment of ADB’s performance as partly 
satisfactory. ADB’s inability to follow through with the CSP’s injunction to add value by 
generating new knowledge, developing institutional capacity, and engaging in policy dialogue 
ultimately weakened its performance. 
 
97. There are few signs that ADB was responsive to overheating in the banks or to the real 
estate bubble. ADB aggressively pursued private sector operations that were channeling 
resources through a banking system that was already expanding at a rapid pace. 
 
98. However, there are encouraging signs that ADB is attempting to inject more knowledge 
content into the partnership. High-quality publications prepared in 2011 included a private sector 
assessment and a policy brief on economic diversification and avoiding the middle-income trap. 
Further, a poverty assessment is being prepared in collaboration with the United Nations 
Development Programme. 
 
99. The ongoing loan projects that were implemented during the CSP period and its updates 
were supervised from ADB’s headquarters. As noted in paras. 53–57, these projects suffered 
delays and frequent changes of project officers. Parallel financing arrangements for the Almaty–
Bishkek road project (footnote 12) made that operation especially difficult to implement. 
 
100. The majority of the TA projects were supervised from ADB headquarters, and several of 
them suffered from a lack of follow-up and from weak links between TA findings and policy 
dialogue. For example, the first financial governance TA identified numerous weaknesses in 
bank oversight and supervision that do not appear to have been considered in the design of 
subsequent PSOD finance sector operations. After 2005, country strategies and business plans 
were not updated and there were no formal portfolio reviews. 
 
101. While ADB was not successful in fostering government ownership and buy-in to the CSP 
as a whole, it did play an important role in donor coordination under CAREC through the 
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CAREC Transport Corridor 1 project. In addition, ADB did encourage the use of improved 
project safeguards, including building capacity for environmental impact assessment, which has 
become increasingly important as the country develops a series of major road corridors. Internal 
coordination within ADB, particularly between PSOD and the regional department, and between 
those managing regional TA activities and the country team, merits improvement. Coordination 
with other multilateral financiers, particularly in pursuing private sector municipal investments, 
has been problematic and suggests a need for careful positioning of ADB support in this 
challenging sector. 
 
102. The CSPFR did not assess or rate the government’s performance. The validation would 
assess the government’s performance as partly satisfactory. During this CSP period, the 
government took the lead in aid coordination but took few concrete steps to improve donor 
coordination, to implement the Paris Agenda, or to otherwise bolster aid effectiveness. 
 
103. Although the government was a signatory with ADB to a 2003 Poverty Partnership 
Agreement and had approved the CSP, 2003, there are few signs that it had fully internalized or 
agreed with the programmatic implications of the strategy. There was little sign that the 
government actively engaged in policy dialogue with ADB or set priorities for the use of ADB 
resources. The level of the government’s participation in CAREC was lower than that of other 
participating countries. 

 
104. The government had committed to use project management units to implement the 
Almaty–Bishkek road project (footnote 12) and the water resources management project 
(footnote 13). While those projects were being implemented, it decided to replace dedicated 
project management units with advisory councils that would hire consultants and oversee 
project procurements. This change in project oversight arrangements contributed to the 
slowdown in implementation and to procurement and contractor quality problems. 
 
105. Two of the five private sector operations resulted in defaults that required workouts and 
nationalization of those banks. Generally, the executing agencies collaborated successfully with 
ADB in the design and implementation of a small number of TA activities, but few of these went 
beyond generating project-required reports and other outputs. Actual ownership of the TA 
activities was limited at best. The government did provide its counterpart financing for ongoing 
operations in a timely manner, although these projects suffered from staff turnover, a lack of 
familiarity with ADB procedures, and insufficient maintenance outlays. The government did play 
a pivotal role in the CAREC transport program, but it was less involved in the other CAREC 
initiatives. 
 
H. Overall Assessment 

106. The CSPFR gave an overall rating of partly successful to ADB’s country strategies and 
program. This was derived by aggregating the performance ratings under the six criteria 
(strategic positioning, program relevance, efficiency, effectiveness, sustainability, and 
development impacts) based on the projects implemented during the CSP period. The validation 
report confirms an overall partly successful rating; and justifications for different ratings are 
provided in Table 2. 
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Table 2: Ratings Comparison between CSPFR and CSPFR Validation 
 

Evaluation 
Criteria and 
CSPFR Quality 

CSPFR 
Ratings 

Validation 
Ratings Reasons for Rating Deviations 

Strategic 
Positioning 

Satisfactory Satisfactory  

Program 
Relevance 

Less 
Relevant 

Less 
Relevant 

 
 

Efficiency Efficient Less efficient Investment projects experienced significant 
implementation delays. More than half of the project 
preparatory TA resources did not result in loan 
projects. 

Effectiveness Less 
Effective 

Less 
Effective 

 
 

Sustainability Likely Less Likely Maintenance spending on roads is only a third of the 
estimated requirements to meet routine O&M needs. 
Funding for irrigation and drainage O&M is 
insufficient to finance repairs, and rural water supply 
user charges are far below cost-recovery levels. 
Financial institutions supported by PSD operations 
remain distressed after the global financial crisis. 

Development 
Impacts 

Partly 
Satisfactory 

Partly 
Satisfactory 

 

Overall Rating Partly 
Successful 

Partly 
Successful 

 

ADB 
Performance 

Partly 
Satisfactory 

Partly 
Satisfactory 

 

Borrower 
Performance 

Not Rated Partly 
Satisfactory 

Government ownership of the CSP and CSPUs was 
limited, aside from its strong support for regional 
cooperation. Executing agencies and implementing 
agencies conducted nine TA activities, but there was 
little follow-up. Counterpart funding was provided in a 
timely manner for ongoing projects, but project 
implementation suffered from staff turnover and a 
lack of familiarity with ADB policies and procedures. 
Project PMU agreements were changed in mid-
course. 

CSPFR Quality 
 

NA Satisfactory This is a candid CSPFR that underwent a thorough 
internal and external consultation process. However, 
it should have explained what guided the ADB 
country program from 2009 to 2011, and it should 
have drawn lessons from more recent performance. 
It also should have compiled evidence on the 
performance of PSOD operations and discussed 
their links to follow-up economic reforms and SME 
support. 

ADB = Asian Development Bank, CSP = country strategy and program, CSPFR = country strategy and program final 
review, CSPU = country strategy and program update, O&M = operations and maintenance, PMU = project 
management unit, PSD = private sector development, PSOD = private sector operations department, SME = small 
and medium-sized enterprise, TA = technical assistance. 
Source: Independent Evaluation Department, CSPFR Validation Team. 
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I. Lessons and Recommendations 

107. The CSPFR suggests six main crosscutting lessons: 
 

(i) When the development context changed in unexpected ways, high-level policy 
dialogue was needed to reposition the partnership and to reorient the strategic 
directions of the country operational program. 

(ii) In a high-middle-income country like Kazakhstan, ADB needs to look beyond the 
provision of financial support as the main item for development cooperation and 
emphasize other value-added partnership modalities including serving as an 
agent for knowledge and technology facilitation. 

(iii) Given the unpredictable nature of the country’s financial requirements for ADB 
support, there is a need to establish an appropriate modality for more flexibility 
and quick financing responsiveness. 

(iv) Additional efforts are required to foster better coordination with other 
development partners in an environment where there is no effective government 
coordination mechanism and donor competition prevails. 

(v) There is a need to strengthen the role and staffing of the country’s resident 
mission so it can better facilitate high-level policy dialogue and donor 
coordination, and elevate ADB’s profile in the country. 

(vi) There is a need for ADB to add value to the development process of middle-
income countries, with a focus on private sector operations as well as 
encouraging more public–private partnerships. 

 
108. On the basis of these lessons, the CSPFR recommended that ADB transform its country 
program from an emphasis on project financing to being a knowledge bank. It recommended 
that (i) the Central and West Asia Department include a knowledge management program to 
complement its financial assistance program, (ii) more emphasis be accorded to policy dialogue, 
(iii) the new program be more flexible and responsive to the unpredictable borrowing 
environment, (iv) ADB’s PSOD play a proactive role in seeking new business opportunities, 
(v) public–private partnerships and nonsovereign assistance modalities be pursued, (vi) CAREC 
operations need to bring greater value addition, and (vii) ADB’s resident mission be 
strengthened. 
 
109. This validation supports these lessons and recommendations. Nondelivery of the 
planned lending program from 2004 to 2008 was a major setback and reinforces the need for 
ADB to add value in ways other than by financing public sector loans. Although the performance 
of private sector operations was mixed, these operations did keep ADB involved in the country. 
Remaining flexible in a volatile borrowing environment also positioned ADB to be ready to 
respond during the 2008–2009 financial crisis. 
 
110. In 2009–2010, in sharp contrast to the preceding years, ADB provided $2.5 billion in 
public sector lending, including $2 billion in three MFFs and $500 million in a countercyclical 
support program. Two MFFs for CAREC transport corridors were approved in late 2008 and 
2009, and a countercyclical support program in 2009. An SME-finance MFF was approved in 
2010. 
 
111. According to their respective project reports, these operations were anchored in 
government strategies and in ADB’s Strategy 2020. Although Strategy 2020 does prioritize 
infrastructure and finance sector development, it is hard to see how these operations were 
consistent with ADB’s transport and finance sector strategies, which emphasized clean/green 
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transport (i.e., rail and public transport over highways) and sustainable financial market 
development (i.e., market-oriented financial systems rather than targeted credit lines). 
 
112. This gap underscores the need for developing a country strategy and program that is up 
to date and tailored to country-specific needs and is, aligned with ADB’s corporate and sector 
strategies. Operating without clear country goals, objectives, and a strategy can cause the 
program to drift and impedes building the core competence, knowledge-generating capacity, 
partnerships, and country relations necessary to add value in an increasingly sophisticated 
country setting. 
 
113. The government’s medium-term fiscal framework calls for a reduction in the non-oil fiscal 
deficit from 10% of GDP in 2010 to 3% in 2011 and 1.4% in 2014. As a result, domestic 
borrowing will be prioritized in meeting the government’s deficit financing requirements. If these 
fiscal plans are realized, the demand for ADB financing for public sector operations will again be 
modest. 
 
114. The validation suggests that the Central and West Asia Department consider the 
following recommendations in the next CPS. 

(i) Define a scenario for a low-lending case. Demand for external financing is 
unlikely to be the main driver of future ADB operations, particularly with an 
economy enjoying an oil boom and NFRK reserves in excess of $60 billion. 
Consequently, the next CPS should include a detailed scenario for a low-
borrowing case, in which ADB contributes to development results through 
nonlending services (i.e., targeted capacity building and policy advisory support), 
knowledge products, policy dialogue, grant-funded pilot projects, and private 
sector operations. The CPS should explicitly define a scenario for a low-
borrowing case, including the identification of sector and thematic support that 
would be provided if public sector borrowing does not materialize and the 
expected results of such support. To add value, ADB will need to support the 
government in overcoming policy, institutional, and governance constraints to 
delivering services effectively; in providing an enabling environment for non-oil 
private sector development; and in addressing critical environmental challenges 
and concerns using whatever instruments are feasible in an uncertain public 
sector borrowing environment. 

(ii) Position support to focus on regional infrastructure. If demand for public 
sector loans does materialize, then ADB should focus carefully and build on its 
past success. The development of the CAREC transport corridors is a 
breakthrough investment, and future support will be required to ensure that these 
transport corridors evolve to become hubs of economic activity. Corridor 
development could also serve as the locus of policy dialogue, capacity 
development, knowledge sharing, and multisector-oriented investment operations 
(e.g., urban, logistics, trade facilitation). 

(iii) Increase synergies between ADB-supported public and private sector 
operations. Synergies between ADB’s public and private sector operations 
should be pursued, where feasible, with public sector advisory, capacity 
development, and policy dialogue support. Efforts need to be undertaken to 
improve the enabling environment for private sector development and public–
private partnerships, and nonsovereign operations complementing public sector 
operations in SME and infrastructure development. Bearing in mind the narrow 
export base and large nonperforming assets in the banking system, however, 
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ADB should be prepared to respond to requests on the private and public sector 
sides quickly, with financial, technical, and policy advisory support. 

(iv) Rethink relations with an upper-middle-income country. Kazakhstan is set to 
become a high-income country in the next 5 years. Normally such countries 
would graduate from ADB support. By contrast, the country faces infrastructure, 
institution-building, and inequality challenges. Moreover, the prosperity of the 
Central Asian region is closely linked to progress registered in Kazakhstan. New 
modes of partnership for upper-middle-income countries should be considered, in 
which countries gradually transition from being borrowers from ADB to being 
donors to ADB. 

 
III. CONCLUSION AND ASSESSMENT OF QUALITY OF THE COUNTRY STRATEGY 

AND PROGRAM FINAL REVIEW 

115. This validation assessed the overall quality of the CSPFR based on the following 
subcriteria: (i) whether it is evidence-based; (ii) whether it is candid; (iii) whether it understands 
and applies the evaluation criteria well; and (iv) whether it is well analyzed, with logical 
sequences and coherent storylines. The validation finds that the CSPFR is candid, particularly 
with respect to the nondelivery of the lending program and to ADB’s difficulties in adjusting to a 
changing country context. 
 
116. The CSPFR applied the evaluation criteria provided by the IED guidelines, although 
borrower performance and the degree to which ADB’s thematic objectives were realized were 
not assessed. The CSPFR was also vetted, both by the regional department and by the 
government. However, the CSPFR did not explain what guided ADB’s support from 2009 to 
2011 (in the absence of a valid CSP or CSPU). This is important because lessons drawn from 
the most recent partnership experience are often the most valuable to guide future support. 
 
117. Despite collaboration in trade finance, the treatment of PSOD transactions—including 
results and lessons of that support—was superficial. The linkages between ADB’s private sector 
operations were not discussed. The ratings assigned in the CSPFR to efficiency and 
sustainability were not fully consistent with the evidence available. The validation rates the 
CSPFR as satisfactory taking both its strengths and weaknesses into account. 
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LINKED DOCUMENT

http://www.adb.org/Documents/CPS/FRV/?id=KAZ-2004

Kazakhstan: Country Strategy and Program, 2004–2006 Final Review

http://www.adb.org/documents/kazakhstan-country-strategy-and-program-2004-2006-final-review

http://www.adb.org/documents/kazakhstan-country-strategy-and-program-2004-2006-final-review
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ppendix 2 
 

 Technical Assistance Approved a or Implemented 
 

  
Date 

 
Amount 

Performance 
Ratingc/Status 

TA 
No. Title Approval 

Financial 
Completion 

 
Approved Disbursedb 

A.  October 2003–2008 
      4190 Supporting Local Government Reforms 06-Oct-03 24-Dec-07  250,000 203,774 PS 

4191 Strengthening Government Program Performance 06-Oct-03 30-Mar-07  200,000 190,109 S 
4375 Environmental Monitoring and Information Management 

System for Sustainable Land Use 
16-Aug-04 10-Jun-09  600,000 531,868 S 

4431 Financial Sector Governance 08-Nov-04 17-Jul-09  800,000 619,295 S 
4462 Formulation of State Roads Development Plan 03-Dec-04 30-Nov-06  150,000 114,913 SSTA 
4484 Institutional Strengthening of the Committee on Water 

Resources 
15-Dec-04 30-Nov-06  150,000 142,450 

SSTA 
4585 Strengthening the Water Supply Sector Program 29-Apr-05 26-Apr-06  150,000 131,329 SSTA 
4654 Second Rural Water Supply and Sanitation Sectord 22-Sep-05 11-Jan-07  650,000 0 cancelled 
4681 Financial Sector Governance Phase IId 02-Nov-05 11-Dec-06  500,000 0 cancelled 
4874 KazPost Financial Strengthening and Modernization 22-Nov-06 30-Jun-10  600,000 163,251 no TCR 
4937 TA to Almaty Power Consolidated to Support Legal 

Capacity Buildingd 
11-May-07 18-Oct-07  60,000 0 

cancelled 
7028 Second Water Resources Management and Land 

Improvementd 
17-Dec-07 17-Dec-08  600,000 0 

cancelled 
7071 CAREC Transport Corridor I (Zhambyl Oblast Section) 28-Mar-08 24-Jul-09  150,000 259,462 SSTA 
7071 CAREC Transport Corridor I (Zhambyl Oblast Section) 

(Supplementary) 
09-Jul-08 24-Jul-09  150,000 

SSTA 

 
Subtotal 

   
5,010,000 2,356,450 

 B.  2009–2010 
      7254 Capacity Development for Due-Diligence Assessments of 

Projects 
24-Mar-09 15-Feb-10  225,000 191,412 

SSTA 
7409 Aktau-Beineu Road 08-Dec-09 active  600,000 533,525 ongoing 
7634 Improving Capacity to Support SME Development 04-Nov-10 active  650,000 0 ongoing 

 
Subtotal 

   
1,475,000 724,937 

 
 

Total 
   

6,485,000 3,081,387 
 CAREC = Central Asia Regional Economic Cooperation, GS = generally successful, HS = highly successful, PCR = project/program completion 

report, PPER = project/program performance evaluation report, PS = partly successful, S = successful, SME = small and medium enterprises, 
SSTA = small-scale technical assistance, TA = technical assistance, TCR = technical assistance completion report, TPER = technical assistance 
performance evaluation report. 
a Includes TAs that were approved but eventually cancelled. Excludes Regional TA activities. 
b As of 23 August 2011.       
c Based on the latest available performance rating from the TCR, PCR, PPER or TPER. 
d Financial completion date refers to cancellation date. 
Sources of basic data: Lotus Notes database on Loan, TA, Grant and Equity Approvals; Technical Assistance Information System; PCRs; PPERs; 

TCRs; TPERs. 
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