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A. Validation Objectives and Procedures 
 
1. The Asian Development Bank (ADB) formulated and implemented the Armenia 
Economic Report and Interim Operational Strategy during 2006−2009.1 Central and West Asia 

Department (CWRD) prepared a Country Strategy Final Review (CS-FR) for this strategy to 
identify lessons from operations that are to serve as inputs into the new Country Partnership 
Strategy (CPS) that is to cover 2013−2017. The Independent Evaluation Department (IED) will 

prepare a validation report to: (i) assess the validity of the self-evaluation provided by the CS-
FR; (ii) assess the quality of the self-evaluation; and (iii) identify lessons and draw 
recommendations to improve the quality of the design of the new CS, as well as the quality and 
accountability of future self-evaluations.  
 
2. The validation report of the Armenia CS-FR will be prepared in accordance with IED’s 
guidelines, as issued in February 2011. The validation report will consist of three chapters: (i) 
background (validation purposes and procedures, country development context, government 
strategic plans, and summary of priorities of other developing partners); (ii) validation of CS-FR 
(based on six assessment criteria with the following weights vis-à-vis strategic positioning 
[10%], program relevance [10%], and effectiveness, efficiency, sustainability, and development 
impact [20% each]), ADB and borrower performance, overall assessment, lessons and 
recommendations; and (iii) conclusion and assessment of the CS-FR quality. A desk draft of the 
validation report will be prepared before fielding the Independent Evaluation Mission, and will be 
taken as a basis for validating the CPS-FR in the country. 
 
3. The CWRD’s self-evaluation (the CS-FR) rated the overall performance of the Interim 
CPS as successful. The assessment of strategic positioning is rated satisfactory as the country 
strategy was reasonably aligned with the government development strategies and ADB’s 
corporate strategies. As per CWRD’s self-evaluation ADB’s program relevance is relevant, as it 
was in line with the country strategy (even when it was only an interim operational strategy). It 
also assessed the Interim CPS as effective and efficient, given that the completed or nearly 
completed projects were viewed as likely to achieve their expected outcomes in a timely 
manner. The CPS-FR assessed that results will remain likely sustainable given the 
government’s good capacity and the favorable policy environment. The CS-FR candidly pointed 
out relevant shortcomings of the Interim CPS. The results framework in the Interim CPS lacked 
some quantified indicators, baseline, or targets. It outlined the main risk to sustainability as lack 
of funding for road maintenance, which remains to be addressed.  
 
                                                
1
 ADB. 2006. Armenia Economic Report and Interim Operational Strategy 2006-2009. Manila. 
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B. Issues Identified during Validation Desk Review 
 
4. Relevance of the Interim CPS. The Final Review described the Interim CPS as 
relevant.  However, it did not identify what existing partners were doing and whether ADB 
positioned its support optimally in this context. It did not have a strategy for delivering 
knowledge products and services, and regional cooperation was defined as a focus without 
elaborating what this meant for Armenia. Private sector development was identified as a priority 
without discussing the country's constraints in this field and without specifying a forward looking 
strategy for private and non-sovereign operations. A main question is whether the Interim CPS 
was defined so broadly that an opportunistic lending policy could be put in place in practice.  
 
5.  Interim CPS Updating and Alignment. The Interim CPS was supposed to be 
implemented from 2006 to 2009.  Renewal was delayed in 2010, allegedly because of the 
financial crisis. In  2010 and 2011, ADB processed major MFFs in the transport and urban 
sector which were not foreseen in the Interim CPS and which will determine, to a large extent, 
the trajectory of Bank support in future years. This suggests that the  Interim CPS did not guide 
implementation as much as provide a wide scope for maneuvering. A new strategy is planned 
for 2013, but if a new administration comes to power, it will need some time to develop its plans 
and programs. A question to verify is whether there is a chance that a CPS for approval in 2013 
will pre-empt the new Government’s plans and make alignment difficult.  
 
6. Tailoring the Strategy and Program to "small country in a hostile territory" 
considerations. IED finds no evidence that the program has been tailored to meet the 
particularly needs of a small country in a hostile setting. Armenia has a population of 3.27 
million, a small and mountainous terrain, and a GDP of just over $10 billion. Four of its five land 
borders are closed and it has disputed territory and conflict with Azerbaijan. There is no 
indication that either "smallness" or "hostile neighborhood" considerations were factored into 
ADB's strategy and program. Average MFF size for the country was similar to that of much 
larger CWRD economies, and the prevailing wisdom that transport corridors would boost 
economic activity was applied without considering the impact that closed borders have.  
 
7. Debt-sustainability. ADB's diagnostic work seems to have paid limited attention to debt 
sustainability considerations.  The public debt to GDP ratio has risen from 17% of GDP in 2007 
to 44% of GDP in 2010, and the government debt law imposes a debt-to-GDP ceiling of 50% on 
public borrowing. ADB has quickly built up a large portfolio, with one MFF (North-South road) 
equivalent to 5% of GDP. Rapid growth in public borrowing is a concern, given institutional 
constraints on absorbing and utilizing funds effectively. How the next CPS will address this 
issue of large outstanding MFFs, and a country which is very quickly approaching its debt 
ceiling limits, is not discussed in the CS-FR. 
 
8.  Project Readiness. The suitability of the two major MFF's approved for the North-South 
Road and for urban transport is questionable given weaknesses in sector strategies, recurrent 
finance and investment planning. Would there be merit in unwinding the MFFs and in shifting to 
more conventional investment projects?  
   
9. Efficiency. The CS-FR states that the program has been implemented efficiently. 
However, the CS-FR mentioned that MFFs have suffered extensive start-up delays. The IEM 
will investigate what is the cause of these delays, and what lessons this implies for program 
efficiency.  
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10. KPS and Capacity Building.  In five years, there have been just 3 TAs financed for 
capacity building and policy reform from the country program. Most of the TA effort has been 
financed through 16 RETAs, but few of those were designed to meet Armenia priorities or 
tailored for country conditions. The validation will raise the question whether the country 
program has neglected the role that knowledge products and capacity building should play in a 
middle income country. 
 
11. Governance Reform Support. The Interim CPS saw a need for integrating good 
governance into ADB's sector support. Other than support for sector planning and project 
implementation, there is very little evidence of support for more fundamental sector reform. 
 Some support has been provided for auditing and procurement, but this has been ad-hoc and 
intermittent. A governance risk assessment was prepared, but its findings and 
recommendations are difficult to follow. Given that Armenia is a "transition" economy, the 
validation will ask the question whether a more concerted effort should have made to tackle key 
governance constraints.  
 
12. Private Sector Development and Financial Sector Reform. The CS-FR of the Interim 
CPS indicates that ADB's support for PSD has primarily been through small credit lines aimed at 
selected commercial banks, small-scale financial regulation RETAs and co-financing of an 
airport terminal with EBRD. While the latter has some demonstration value, the financial sector 
support has not been anchored in a clear strategy for fostering financial sector development. 
The validation will raise the question whether, given the small, shallow but well-regulated (and 
largely foreign owned) financial sector, there is a role for ADB to play. 
 
13. Policy reform.  The policy reform content of ADB support has been extremely low, both 
in the sectors as well as economy-wise. ADB's crisis support loan was classified as a program 
loan, when it could more correctly have been described as budget support. ADB's contribution 
to policy and institutional reform has not been documented in the final review. The question can 
be raised: has ADB contributed in these critical areas, and if not, why? Although, the CS-FR of  
the Interim CPS did not discuss these issues, but it could be relevant to checking the successful 
rate of the CS-FR. 
 
14. Sustainability.  About half of ADB's lending has been for transport. Although projects 
have required that road O&M funding increase by 5% per annum, recurrent spending on roads 
is less in 2011 than what it was in 2008, says the CS-FR. Given a harsh climate, insufficient 
O&M can substantially shorten project life. There are similar problems in water supply, where 
recovered costs are insufficient to meet recurrent requirements. These things are not discussed 
in the CS-FR. The validation will seek views on what can be done to ensure that recurrent costs 
and asset management arrangements are sufficient to ensure sustainable service delivery.  
   
15. Partner Coordination.  One of the three key principles of the Interim-CPS was that ADB 
would attempt to coordinate its investments with other development partners.  With the 
exception of one PSOD project (co-financed with EBRD) none of the other projects has been 
co-financed. World Bank, by contrast, has mobilized co-financing for all 17 of its ongoing 
projects, some from several sources. The CS-FR is silent on these issues. The validation will 
delve into the question what has hampered cooperation between ADB and other development 
partners. 
 
16. Linkages to the Poor. The Interim CPS aimed initially at contributing to poverty 
reduction by focusing on improving rural market access. During implementation, the focus 
shifted more to an urban agenda and to regional roads. ADB did not identify education as a 
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possible area of support, although poverty levels are closely linked to skill and educational 
achievement in the country. Educational achievement is also a key determinant of labor 
mobility, and both urbanization and emigration have contributed to improving incomes. This 
issue is not discussed in the CS-FR but the validation will attempt to address the question 
whether ADB should consider investments in education as a means of deepening its poverty 
impact and ensuring an inclusive growth in Armenia. 
 
C. The Proposed Evaluation Mission 
 

17. The IEM to Armenia is scheduled for 9−20 July 2012. The IEM will verify and validate the 

CPS-FR findings through consultations and field visits, and will address issues that the FR in its 
view omitted discussing. A preliminary desk-review based screening of performance by criteria 
and key examination points are summarized in Appendix 1.  
 
18. The IEM will conduct structured interviews with key government stakeholders, 
developing partners, and NGOs to assess ADB’s responsiveness and value-additions during the 
CPS-FR validation. Respondents will be asked to assess to which level ADB has been 
supportive and responsive to the government’s requests, and to changing economic and social 
conditions in Armenia. The IEM will undertake a perception survey on ADB operations among 
the government officials, representatives of the developing partners and NGOs. 

 
19. The IEM will conduct consultations in Yerevan, and will visit the ADB project sites (TBC: 
North-South, Zvartnots airport, etc). The Armenia Resident Mission will be requested to assist 
with receiving the official mission clearance and with arranging meetings with the government 
officials, development partners, NGOs, and beneficiaries. 
 
D. Consultant Requirement 

 
20. The CPS-FR Validation requires a service of an international consultant. The terms of 
reference for an international consultant are in Appendix 2.  
 
E. Timeline for the Preparation of the Validation Report 

 
22. The milestones for the preparation of the CPS-FR Validation Report are as follows: 
 
 Receipt of the CPS-FR from CWRD   by 27 June 2012 
 Initial Desk Review     III June – IV June 2012 
 Approval of the Evaluation Approach Paper  I July 2012 
 Independent Evaluation Mission   II-III July 2012 
 IED Management and Peer Review   IV July – I August 2012 
 Interdepartmental Review    I-II August 2012 
 Editing by OSEC     III August 2012 
 Approval by IED Management   IV August 2012 
 
23. Your approval of this evaluation approach paper is sought to proceed with the proposed 
validation work.  
 

Appendixes 1. Preliminary Screening of CPS-FR Ratings and Key Examination Points  

  2. Terms of Reference of Consultant 
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PRELIMINARY SCREENING OF CPS-FR RATINGS AND KEY EXAMINATION POINTS 

 
Evaluation 
Criteria 

CPS-FR 
Ratings 

Preliminary 
Validation 

Ratings 

Key Points to be Examined by the IED Mission 

Strategic 
Positioning 
  

Satisfactory Less than 
Satisfactory

1
 

Several binding constraints to development were ignored;  small 
country, transition and middle-income country characteristics 
were not taken into account; alignment with the government’s 
2003 poverty reduction strategy was weak;  policy and 
institutional impediments to private sector development were not 
addressed;  regional cooperation goals and objectives (given 
closed borders) were not identified; and   ADB’s strategy to foster 
harmonization, to mainstream thematic objectives and to provide 
knowledge products and services was not clearly defined.  
 

Program 
Relevance 
 

Relevant Relevant  

Effectiveness 
 

Effective Effective  

Efficiency 
 

Efficient Efficient  

Sustainability 
 

Likely 
Sustainable 

Less than 
likely 
Sustainable 

O&M financing for roads is less in 2011 than it was in 2008, 
despite agreements to boost it by 5% each year.  O&M 
arrangements for rural roads are unclear.  Water tariffs have not 
been raised since 2009 and non-revenue water shares are still 
high.  Municipal capacity to finance recurrent costs of major 
investments are hampered by their dependence on central 
government transfers.   Little progress has been made in 
institutionalizing improved ADB project management practices 
and in adopting recommendations provided under capacity 
building TAs.  ADB’s crisis-response support made little 
contribution to reducing the risks that made the country 
vulnerable to an economic crisis in the first place. 
 

Development 
Impacts 
 

Partly 
Satisfactory 

Satisfactory Important contributions have been made to connectivity, rural 
water supply availability and to rural livelihoods.  Under-
performance relative to growth and poverty reduction targets can 
be attributed to the stronger-than-expected effects of the 2009 
economic crisis and to performance targets that were unrealistic.  
 

Overall 
Rating 
 

Successful Successful  

ADB 
Performance 
 

Satisfactory Satisfactory  

Borrower 
Performance 
 

Satisfactory Satisfactory  

CPS-FR 
Quality 
 

N/A Satisfactory  

ADB = Asian Development Bank, CPS = Country Partnership Strategy, CPS-FR = country partnership strategy final review, NA =  not 
applicable, O&M = operation and maintenance, PSOD = Private Sector Operations Department, TA = technical assistance.  
Source: Independent Evaluation Department. 2012. 

 
  

                                                
1
 As of 1 May 2012 IED has replaced the rating wording “partly” to “less than”, and “less” to “less than”. 
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TERMS OF REFERENCE FOR INTERNATIONAL CONSULTANT 
 
It is proposed to engage an international consultant to assist the Evaluation Specialist (team 
leader) in the preparation of the Country Partnership Strategy (CPS) Final Review Validation for 
Armenia. S/he should have experience in undertaking strategic planning at the country level, 
country programming, and should be very familiar with the political and economic landscape of 
the country. The services of the international consultant will be required for 25 working days, 
intermittently, with the starting date as 1 May 2012 and end date as 8 August 2012 (please note 
that the dates are tentative and likely to change as it is dependent on the preparation of the 
Final Review). 
 
The international consultant will have in-depth country experience and substantial knowledge of 
the issues, policies, programs, and sector reforms in Armenia. S/he will review the relevant 
issues, and will assist in (i) validating the self-evaluation of the performance of the Armenia IOS 
and the Country Operations Business Plans 2008-2010 and 2011-2013 (COBPs), and the 
assistance program provided by the Asian Development Bank; (ii) provide recommendations for 
the Central and West Asia Regional Department (CWRD) self-evaluation findings, lessons, and 
provide justifications for deviations; (iii) identify lessons and propose actionable 
recommendations, which are expected to feed into the upcoming country partnership strategy; 
and (iv) assess the overall quality of the self evaluation. 
 
Specific tasks to be undertaken by the international consultant are as follows: 

 
(i) Assess the country IOS and COBPs, and country program reports in addition to other 

related sector level, and project and technical assistance documents; 
 
(ii) Prepare an issues paper based on findings from the above and those identified in the 

final review prepared by the operations department;  
 
(iii) Adapt the issues paper into a preliminary draft of the validation report using 

Independent Evaluation Department guidelines and template documents; 
 
(iv) Undertake consultations with Asian Development Bank staff in headquarters and 

resident mission to identify what has worked, what has not, and why;  
 
(v) Participate in the in-country mission as part of the independent evaluation team to plan 

and undertake structured interviews with related stakeholders–government officials in 
executing, implementing, and other agencies; other in-country development partners, 
and relevant civil society organizations; and 

 
(vi) Assist in finalizing the draft validation report based on the findings of the consultations, 

feedback received from structured interviews, perception survey, and in the light of 
comments received from the regional department and the Government. 
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