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I. PROGRAM DESCRIPTION 

A. Rationale  

1. Before the global economic and financial crisis unfolded in 2008, the economy of 
Armenia—a landlocked country of 3.2 million, was growing at a rapid rate of 13.5% (in 2006–
2007). Remittances amounting to $1.5 billion accounted for about 13% of the gross domestic 
product (GDP) in 2008, construction contributed to nearly half of the GDP growth every year 
during 2006–2008, and mining was a key export sector. The crisis disrupted this growth 
process. The economy experienced a reduction of more than 14% of GDP by the end of 2009. 
Government revenues dropped, while remittances and foreign direct investments both sourced 
from the Russian Federation reduced as the Russian economy slowed down. The Armenian 
dram depreciated 25% against the US dollar, a significant impact on Armenia’s economy as 
70% of it was dollarized. The fiscal deficit was estimated to increase from AMD40 million (1.0% 
of GDP) that was forecast in the original 2009 budget, to 6.5% of GDP. 
 
2. The unemployment rate that had been declining steadily from a historically high level 
reversed its trend, thus threatening to erode the gains made by the country in reducing 
incidence of poverty from 55.1% in 1999 to 22.7% in 2008. The economic outlook presented 
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enormous challenges, and the Government of Armenia faced a financing gap of $460 million. 
Without international support, the government would not have been able to maintain its core 
public expenditures, provide social protection, stage recovery, and resume growth.  

B. Expected Impact  

3. Asian Development Bank (ADB) supported the Crisis Recovery Support Program, 1

C. Objectives or Expected Outcomes  

 
which was expected to support the country’s recovery from the adverse impact of the global 
financial crisis through the adoption of countercyclical fiscal measures. Its proceeds were to 
provide targeted support for essential public expenditure to revive the economy, and protect 
poor and vulnerable groups through adequate safety net measures. The related impact targets 
and indicators included the return of GDP growth back to the 2007 level by 2013 and 2014, and 
the reduction of poverty headcount back to the 2007 level of 25% by 2013.  

4. The program supported the government’s crisis mitigation efforts, specifically by (i) 
maintaining its core public expenditure program without any further cuts over and above 
adjustments already made; (ii) meeting its social safety net spending needs; and (iii) creating at 
least 6,500 new jobs by the end of 2009. 

D. Components and Outputs   

5. In response to the government’s urgent request for budget support, development 
partners in a concerted manner prepared and coordinated a program that was anchored on 
Armenia’s Stand-By Arrangement (SBA) with the International Monetary Fund (IMF), providing 
the overall framework for macroeconomic stability and structural reforms. All structural 
benchmarks for the IMF program automatically became prior actions for ADB’s support. 
 
6. In addition, the government’s fiscal stimulus and social protection measures were to be 
maintained. ADB’s program did not impose any new conditions of its own. Furthermore, it was 
envisaged that the local currency generated from the proceeds of the program would be used 
mainly to (i) compensate a part for the large revenue shortfall and enable the government to 
maintain its core public expenditure program (salaries and essential social services), and (ii) 
enable public expenditures and investments, provide safety nets, and create jobs. 

E. Provision of Inputs  

7. To fill the financing gap, ADB agreed to lend $80 million from its Asian Development 
Fund (ADF) resources in two separate loans of $46.3 million and $37.7 million with slightly 
different terms. Overall support had to be split into two loans because of the limited availability 
of ADF funds for the country. In addition, a regional technical assistance (RETA) was also to be 
processed to ensure public expenditure monitoring across Armenia as well as Georgia and 
Tajikistan.  

F. Implementation Arrangements  

8. The Ministry of Finance was the executing agency for the program while the Ministry of 
Economy was the implementing agency responsible for monitoring implementation of the 
                                                
1  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Program Loans to 

the Republic of Armenia for the Crisis Recovery Support Program. Manila. 
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program targets, outputs, and outcomes. The funds provided under the program were to be 
used within 2009, with financial closure expected in June 2010. Given the financial management 
risks involved in the provision of budget support as identified by the public finance management 
performance measurement, the government and institutional corruption risk assessment, as well 
as its mitigation was to be dealt with the help of ADB’s RETA. The RETA was to focus on 
monitoring budget execution in general and program-supported expenditures in particular. 
 
9. The social impact assessment, as part of the monitoring exercise, would help determine 
the impact of the program on the poor and assist the government in designing remedial 
measures. Feedback from a sample of beneficiaries of the social protection programs would be 
obtained as part of the social impact analysis. However, after the release of the only tranche 
that was to be made under the program, the RETA was not pursued.   

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

10.  The program completion report (PCR) observed that the program was highly relevant at 
appraisal and continued to remain so until after completion for several reasons. The program was 
consistent with the government’s goals as articulated in the anti-crisis budget. In addition, the 
PCR cited the following reasons for its highly relevant assessment: “(i) protection of social 
assistance expenditure and programs for the population and an increase in them where possible; 
(ii) reallocation of the budget from low-priority to high-priority expenditure, thereby ensuring timely 
release of funds for protected programs and expenditure items; (iii) support for the economy in 
counter-cyclical measures and creation of new jobs, and (iv) assistance in ensuring sustainability 
of these interventions and policy responses until the negative impact of the crisis fades away.”2

  

 As 
ADB was party to the development partners’ coordinated approach in addressing the crisis, the 
program was deemed highly relevant for ADB. 

11. This validation assesses the program as relevant. While ADB was willing to help, there is 
not much evidence that ADB was adequately prepared to launch the program. To begin with, 
unlike ordinary capital resources countries, ADB did not have any appropriate modality to provide 
emergency assistance to an ADF-only or a blend-country. After some internal discussion during 
processing, ADB developed a consensus around the proposed program loan, and to its credit got 
the loan approved in July 2009 by upgrading retrospectively the March 2009 fact-finding mission 
into an appraisal mission. The innovativeness and promptness displayed by ADB in responding to 
the country’s needs deserve to be acknowledged. In addition, ADB was able to fully support other 
development partners. 
 
12. There was not much time to prepare any new set of conditions or policy matrix that could 
serve as the basis for dispensing funds and tracking performance. By the time ADB set out to 
undertake fact-finding for the program in late March 2009, the IMF had canceled its Poverty 
Reduction and Growth Facility. This was replaced with a 3-year program supported by the 
Extended Fund Facility and the Extended Credit Facility for balance of payment support in early 
March 2009. Given the limited design and preparatory work, ADB used IMF’s program and the 
government’s own anti-crisis program as the basis for proceeding with the program loan. The 
program was, thus, able to respond and provide financial support to Armenia promptly and without 
adding further conditions.     

                                                
2  ADB. 2010. Completion Report: Crisis Recovery Support Program in Armenia. Manila. para. 23.  
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13. ADB’s Independent Evaluation Department (IED) during processing raised a concern on 
whether the urgency of the need should exonerate ADB from its normal due diligence and 
prudential practices. More importantly, could ADB support be justifiably provided for negotiating a 
short-term financial emergency without insisting upon its long-term development impact and 
implication? While the program was a foremost example of promptness and readiness to help a 
developing member country, it was not based on ADB’s own analysis of the Armenian situation 
that could have addressed structural factors in future operations. The decrease of more than 14% 
in Armenia’s GDP because of the global financial and economic crisis was one of the most severe 
anywhere in the world.3

 

 The PCR did not mention if ADB had any insight into the extent of the 
crisis, except those identified under the IMF program. As a result, the program lacked general 
coherence with ADB’s overall country operation strategy, and the program’s alignment with the 
country’s development strategies remained unspecified in the PCR.  

14. An attempt was made to make up for this by including certain monitoring conditions to be 
fulfilled during implementation with the help of a RETA as noted in paras. 7–9. However, being a 
single tranche program, the design did not provide any room for built-in leverage leading to better 
compliance and achievement of its objectives. The program with its two loans could have been 
easily designed in two tranches. It would have provided ADB an opportunity to remain engaged 
actively with the country’s economy. The RETA that was expected to assist in monitoring and 
evaluation was not pursued after the tranche release. The PCR noted that it was instead decided 
to pursue RETA objectives with the help of staff consultancy to “track the flow of funds, etc.”4

  

 ADB 
support was meant to allow the government to implement its anti-crisis budget. There were no 
additional conditions except for the IMF SBA actions. A senior staff consultant was fielded to 
monitor budget performance. The Armenia Resident Mission maintained regular contact with the 
government. In view of all this, it was not considered necessary to also field a mission from ADB 
headquarters to monitor progress.  

B. Effectiveness in Achieving Program Outcomes 
  
15. The PCR assessed the program as effective in achieving outcomes. It mentioned that the 
program led to: (i) increase in social protection expenditures, (ii) protection of core public 
expenditure, and (iii) creation of new jobs through public investment programs. The related 
outcome was the government’s adoption of countercyclical fiscal measures. While the PCR 
mentioned that the first two of the three program outputs could be evaluated through the readily 
available evidence, it added that the policy response about the “paid public works” was passive. 
The program was expected to create 6,500 new jobs but the allocation of resources was 30% 
lower than 2008 levels. The PCR noted little evidence that jobs envisaged to be created at 
appraisal had actually materialized and “…government data do not include figures on job 
creation.”5

 
  

16. This validation notes that the resource envelope allocated for social protection in the 
budget during 2009 was at 7.9% of the GDP, which exceeded the initial planned outlay of 6.1%. 
Furthermore, the program ensured that wages, social benefits, and pension payments were 
executed according to the initial estimates, which are elaborated in Appendix 1 of the PCR. 
However, in the absence of any government mechanism on job creation, the PCR mentioned 
various ongoing construction works, implying that “these would have created a large number of 
jobs, even if transitional.” In this third area, the program appears to have achieved lower degrees 

                                                
3  See footnote 17 in the PCR, p. 9. 
4  See footnote 12 in the PCR, p. 6. 
5  See PCR, p. 4, para. 13; see also footnote 8 on p. 4. 
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of success than those envisaged at appraisal. It should have been vital to obtain information on 
this important aspect of job creation and the extent to which the program was equipped with the 
ability to link with job markets. On balance, this validation assesses the program as effective.      

C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

17. The PCR assessed that the outputs and outcomes of the program were achieved 
efficiently. There were no “significant delays or impediments”—easily understandable as the 
program was a single tranche program loan. In any case, the PCR has little evidence about 
ADB’s active involvement in the Armenian crisis as it views the program as a largely unrelated, 
short-term, anti-crisis, emergency financial support. 6

 

 From this perspective, the process 
efficiency aspects matter little. 

18. Furthermore, implementation procedures, portfolio monitoring, and loan conditions 
cannot be tracked fully because the RETA resources were not provided as had been envisaged 
at appraisal.7 The government’s monitoring system did not adequately capture and produce the 
required data on indicators performance. 8

 

 Consequently, budget execution could not be 
monitored; program-supported expenditure could not be monitored; and social protection 
outlays on pension, family benefits, and unemployment insurance were not adequately tracked.  

19. Overall progress under the program and tracking of results, especially the targeted 
groups and beneficiaries remained largely unattended. Nevertheless, given the fact that this 
program was for urgent budget support, this validation concurs with the PCR that efficiency of 
outputs and outcomes was efficient.  

D. Preliminary Assessment of Sustainability  

20. The PCR rated the preliminary assessment of sustainability as most likely sustainable. 
The PCR viewed the program from a narrow and limited manner as providing only anti-crisis 
financial assistance. Such an episodic view does not leave much room for an argument on 
sustainability. Had the program taken a broader and deeper view of the Armenian economy, 
especially its historically high unemployment despite high growth, dependence on Russia for 
foreign direct investments and remittances, closed borders with other neighboring countries like 
Iran and Turkey, and sinking overseas remittances into non-tradable sectors like construction and 
real estate, among others, it would have identified that some of these features contributed to the 
country’s vulnerability during the global and financial crisis. The country invests a meager amount 
in education and health sectors (about 4% of GDP). Such a growth strategy is hardly sustainable.  
 
21. Thus viewed, these vulnerabilities continued even after the 2008–2009 crisis phase. The 
crisis unmasked these features of Armenian economy, and these have yet to be addressed. A 
positive feature that could, perhaps, be considered in favor of sustainability relates to the fact that 
ADB stood by Armenia and collaborated well with other development partners. This could 
engender a certain amount of goodwill and enhance ADB’s value-addition. This validation 
assesses the program as likely sustainable, if it is construed as a narrowly focused anti-crisis 
financial assistance.  
 
 

                                                
6  See PCR, p. 9, para. 30; see also p. 14, para. 49. 
7  See PCR, p. 12, para. 43. 
8  See PCR, p. 12, para. 42. 
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E. Impact  
 
22. The PCR noted that the overall impact of the anti-crisis measures was positive. The 
GDP growth rates grew by 6.7% by the second quarter of 2010 propelled by the exports, 
construction, and industry sectors, although this dropped to 2.8% in the third quarter. In addition, 
the social sector allocations were sustained in 2009 and early 2010 and received high priority 
from the government. Although there is no mention about reducing poverty headcount back to 
the 2007 levels of 25% by 2013 and 2014, the PCR refers to a World Bank assessment that 
estimated a reduction in poverty rates by 5% points because of the anti-crisis program.  
 
23. If ADB’s support is deemed as a short-term financial intervention, as argued above, then 
there is not much to expect beyond the financial impact. However, the payment of salaries, 
pensions and unemployment insurance that were reportedly facilitated by the financial 
assistance are expected to have softened the crisis’ impact on the poor. In this sense, social 
impact is expected to be satisfactory. If evidence on employment generation was available, one 
could have argued that a longer-lasting impact had taken place. In any case, no major impacts 
were expected in the realms of institutions and environment. This validation concurs with the 
PCR rating on overall impact as satisfactory.     
 

III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Performance of the Borrower and Executing Agency 
 
24. The PCR assessed the performance of the borrower and executing agency as 
satisfactory. As the program was prepared in line with IMF’s program, transaction costs on the 
part of the government agencies were minimized. The executing agency prepared a 
government project completion report. However, as noted earlier in para.15, data generation, 
monitoring, and reporting was sketchy. Primarily due to the absence of the RETA grant, no 
direct evidence was generated on new jobs created, which was an important component of the 
program. This validation, nevertheless, concurs with the PCR’s assessment as satisfactory.     

B. Performance of the Asian Development Bank  

25.  The PCR assesses ADB’s performance as satisfactory. ADB indeed did well in responding 
quickly to the crisis. It was innovative and dynamic in mobilizing financial support even when there 
was no clearly identified modality to assist blend- or ADF-only countries in case of financial 
emergency. ADB’s collaboration with IMF was well orchestrated. ADB support allowed the 
government to implement its anti-crisis budget with no additional condition, except for the IMF 
SBA actions. Overall, this validation concurs with PCR’s assessment on ADB’s performance 
being satisfactory. 

C. Others  

26. The PCR did not refer to other gender, governance, anticorruption, and fiduciary issues. 
With limited information about monitoring and tracking expenditure, some of these aspects are 
relevant, but cannot be commented upon.  
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

27. In the decade starting from 2000, the Armenian economy had been growing rapidly, 
largely fuelled by remittances and foreign direct investments especially from the Russian 
Federation. The global economic and financial crisis of 2008 accompanied by the slowing down 
of the Russian economy affected Armenia adversely. Within a span of two quarters (last quarter 
of 2008 and the first quarter of 2009), the country faced a huge financial backlog. The IMF with 
other development partners including ADB moved in to assist. ADB had no specific modality to 
assist a blend country in financial emergency but, to its credit, put together a single tranche 
program loan sourced from the ADF. As the PCR viewed the operation only as an emergency 
financial assistance, there was little time to elaborate on the program’s linkages with the 
structural features of the Armenian economy. ADB viewed the program simply as a response to 
the ongoing financial emergency and delivered it in the form of a stand-alone financial 
assistance.  
 
28. IED had pointed out early in the processing, “… speed should not and need not imply 
lower program quality and development effectiveness. We must ensure that fiduciary 
arrangements are in place, and that the design and monitoring framework indicators are realistic 
and monitorable. Likewise, it would be useful to build in feedback mechanisms from the 
beneficiaries of the social protection programs supported under the proposed assistance 
program.” During processing, it was agreed that some of these activities highlighted by IED 
would be undertaken with the help of the RETA, but this did not happen. The resulting 
deficiencies have been already mentioned in the PCR and noted above. The crisis had opened 
an opportunity for reform, but evidence on the extent to which ADB initiated policy dialogue was 
weak.   

Overall Ratings 

Criteria PCR IED Review 
Reason for Disagreement and/or 

Comments 
Relevance Highly 

relevant 
Relevant Inadequately designed program was 

unrelated to addressing the vulnerabilities of 
the economy (para. 11). 

Effectiveness in achieving 
outcome 

Effective Effective  

Efficiency in achieving 
outcome and outputs 

Efficient Efficient  

Preliminary assessment 
of sustainability 

Most likely 
sustainable 

Likely 
sustainable 

The program missed an opportunity to 
engage the government in policy dialogue 
addressing structural vulnerabilities (para.21). 

Overall assessment Successful Successful  
Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Impact Satisfactory Satisfactory  
Quality of PCR  Satisfactory See para. 32. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 
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B. Lessons  

29. The PCR identified a number of lessons, and this validation agrees with them. However, 
many of these relate to the ad-hoc nature of the program, such as the absence of a suitable 
modality, limited focus for an emergency financial assistance, and the provision for a TA to help 
in the implementation. At the same time, the external validity of these lessons is limited given 
the unique circumstances and context of the program.   

C. Recommendations for Follow-Up  

30. This validation gives no specific recommendations for follow up. However, the program 
has pointed out the need for ADB to have some specific modality through which it could help 
blend and ADF-only countries when faced with financial emergency. The program used the ADF 
for this purpose but given the limited amount of ADF resources, it cannot be a practicable 
solution throughout ADB. Hence, use of OCR may be considered for the purpose combined with 
some interest subsidy to avoid saddling poor countries with the financial burden of high interest 
rates. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

31. Program monitoring and evaluation was expected to be done through a RETA. However, 
the RETA was not processed. Instead, support was provided through a staff consultant. 
Because of this, only minor monitoring and evaluation work was accomplished under the 
program.  

B. Comments on Project Completion Report Quality 

32. The PCR is candid and well written. The quality of the document is satisfactory. The 
discussions on the outcomes and impact of the program were adequate.  

C. Data Sources for Validation 

33. The data sources included the PCR, report and recommendation of the President, and 
available program documentation such as the report of the fact-finding mission of March 2009 
and minutes of the management review meeting. 

D. Recommendation for Independent Evaluation Department Follow-Up 
 
34. No follow-up by IED is recommended. 
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