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I. PROJECT DESCRIPTION 

A. Rationale  

1. The East–West highway in Azerbaijan that links Baku, the capital, to the Georgian 
border is about 500 kilometers (km) and is one of the country’s transport links to the western 
region and external trade. Based on road condition data at appraisal, 61% of the highway 
required rehabilitation due to lack of maintenance and vehicle axle overloading, resulting in high 
transport costs and accidents. High transportation costs constituted major impediments to 
economic growth and private sector development. Since an efficient transport system was 
considered essential for poverty reduction and economic development, the highway was 
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prioritized in the State Program on Poverty Reduction and Economic Development (SPPRED) 
for 2003−2005 and in the transport development program for 2005–2014.1 
 
2. As part of the Asian highway network, the highway carried traffic between the Caspian 
and Black seas and had the potential to become an important route for traffic between Asia and 
Europe. The envisaged project was expected to strengthen the country’s transport links to 
Georgia and promote regional cooperation. 
 
3. By improving the last two sections of the highway and addressing issues on road 
maintenance and vehicle axle overloading, benefits were envisaged to be generated thereby 
fostering private sector-led economic growth. 

B. Expected Impact 

4. The project is expected to accelerate the socioeconomic development in the six rayons 
(Agstafa, Ganja, Goranboy, Khanlar, Qazakh, and Yevlakh) in west Azerbaijan, with total 
population of 702,400. As the project area is adjacent to the Armenian-occupied Nagorno–
Karabakh area, some 86,800 internally displaced people and refugees, who were poor and 
highly dependent on road transport for access to basic services and assistance from the 
government and relief organizations, were to be served. For these six rayons, the impact 
indicator was reduction in poverty incidence from 37.2% in 2003 to below 20% by 2020. Other 
performance targets were (i) increased per capita employment income for the bottom quintile of 
the population by 5% annually, (ii) reduced dropout rate in secondary schools by 10%, (iii) 
increased grain production by 4% per annum, and (iv) increased industrial production by 7% per 
annum.2 

 
5. Another envisaged project impact was enhanced cooperation between Azerbaijan and 
the other countries in the region. The project was expected to contribute to cross-border and 
international transit traffic. The highway was the country’s segment of the trans-Caucasian 
corridor running between the Caspian and Black seas and formed part of the Asian highway 
network and the “silk route” linking Asia to Europe. It was expected that by 2020, border trade 
across the Red Bridge would have increased by 100% from 2003 levels and daily traffic across 
the border increased by 10% per year.      

C. Objectives or Expected Outcomes 

6. The expected outcome was increased traffic and improved quality and efficiency of 
transport on the highway and in selected local roads covered by the project. At project 
completion, the outcome statement in the design and monitoring framework was slightly 
modified and the targeted outcome of “increased traffic” was dropped. Outcome indicators 
remained the same. Daily traffic on the Yevlakh–Ganja section was expected to increase from 
4,000 vehicles in 2004 to 6,300 vehicles by 2010. On the Qazakh–Georgian border section, 
daily traffic was also expected to increase from 2,300 vehicles in 2004 to 3,600 vehicles by 
2010.  
 
7. The quality of the roads was to be improved at completion with the reduction in 
international roughness index from 6.0 in 2005 to 2.5 in 2009 for the project-covered sections 

                                                 
1  ADB. 2005. Report and Recommendation of the President to the Board of Directors:  Proposed Loans to the 

Republic of Azerbaijan: East–West Highway Improvement Project. Manila. 
2  ADB. 2011. Completion Report: East–West Highway Improvement Project in Azerbaijan. Manila. 
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of the highway and from 6.0 in 2005 to less than 5.0 in 2009 for the project-covered local 
roads. Reduction in vehicle operating cost (VOC) by 40% and reduction in bus fares and 
freight charges by 10% were expected through lower road transport and maintenance costs, 
faster and more reliable road transport services, and better access of local communities to 
markets and social services. Road accidents were expected to be reduced by 10% in 2012, 
compared with 2,388 accidents in 2004.  
 
D. Components and Outputs  

 
8. The project had four components. The first component was the improvement of 127 km 
of two-lane paved road on the Yevlakh–Ganja and Qazakh–Georgian border sections of the 
highway, which conform to the country’s standards for category II road, with a 7.5 meter-wide 
pavement and 3.8 meter shoulders, design speed of 120 km per hour, cumulative 13-ton axle 
loading, and consistent with future upgrading to a category I road. At completion, only 94.0 km 
of roads—39.0 km at the Qazakh–Georgian border section and 55.0 km at the Yevlakh–Ganja 
border section—were rebuilt. The existing two-lane road was upgraded to international 
standards, with the horizontal alignment generally following the existing road except for slight 
modifications in certain sections of curves with small radii. The second component was 
improvement of 10 local roads with a total of 65 km to enhance local communities’ access to the 
east–west highway. Selected through extensive consultations with local stakeholders, 
improvement of these local roads will enable some 8,100 households with more than 29,000 
people (the majority of whom are poor) in 21 adjoining villages to have better access to jobs, 
markets, and social services in Baku, Ganja, Qazakh, and Yevlakh. During implementation, 
however, these and the cross-border components (described below) were dropped through 
change in scope due to cost overruns. The third component was support for policy reform and 
improved governance in the road subsector through institutional strengthening, which aimed to 
build effective institutions for a sustainable road network management. This included consulting 
services and equipment to assist in implementing the recommendations made under a World 
Bank assistance. This will also complement the European Bank for Reconstruction and 
Development (EBRD) assistance to the Azer Road Service Open Joint-Stock Company (ARS), 
which is to implement a corporate plan and a financial management system that covered road 
maintenance, axle-load control, road safety, and project management and implementation. The 
fourth and last component was improved facilitation of movements across the Red Bridge by 
addressing physical and institutional aspects.  

E. Provision of Inputs  

9. The total project cost—including physical and price contingencies, interest, and other 
charges during construction—was estimated at $93.2 million. A blend of two loans from the 
Asian Development Bank (ADB) was to finance part of project cost: $49.0 million from the 
ordinary capital resources and SDR2.1 million ($3.0 million equivalent). The ordinary capital 
resources loan was to finance the road improvement, cross-border facilitation, and project 
management components while the Special Funds resources loan was to finance the 
institutional strengthening component. The ADB loans were to finance 55.8% of the total project 
cost.  
 
10. To finance civil works and construction supervision consulting services that will improve 
about 50 km of road from Yevlakh to Ganja, the Islamic Development Bank (IDB) will provide a 
$10.4 million loan while the Saudi Fund for Development (SFD) will provide $11.0 million loan. 
The government was to finance the remainder of the total project cost ($19.8 million), including 
local taxes and duties. 
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11. Disbursement was slow at the beginning, but picked up in 2008 after civil works began 
and reached its peak in 2009 with $16.97 million disbursed. Cost overrun required the 
reallocation of proceeds under Loan 2205 during implementation. Funds under Loan 2206 were 
used mainly for the institutional strengthening component, and were disbursed smoothly in 
2009–2010. Anticipating failure to meet the loan closing deadline led to the shifting of the Ganja 
bypass road and the local road components to subsequent ADB loan projects. At the later stage 
of project implementation, a large amount of ADB loan savings was realized, but it was already 
too late to reallocate and use it before loan closing. At completion, the undisbursed amounts of 
$9.7 million (Loan 2205) and SDR1.4 million (Loan 2006) were canceled effective 15 June 
2010, the actual loan closing date for both loans (footnote 2). 
 
12. The IDB and SFD loans were disbursed in 2007–2010, which at completion totaled 
$10.4 million in IDB funds and $13.0 million in SFD funds. The government provided counterpart 
funds amounting to $73.82 million equivalent—$10.46 million for the Qazakh–Georgian border 
section and $63.37 million for the Yevlakh─Ganja section. 
 
13. The detailed design and construction supervision consultants carried out all activities as 
required. The consultants, in close cooperation with the project implementation unit (PIU), 
discharged their duties as engineers under the terms of the Fédération Internationale des 
Ingénieurs-Conseils contract. They helped prepare progress reports, implement monitoring and 
evaluation, and held on-the-job training and seminars for the contractors and PIU staff. The 
consultants for institutional strengthening worked closely with stakeholders to obtain Azerbaijani 
ownership of the outputs and ensure its sustainable implementation; and prepared reports, 
manuals, guidelines, and memoranda. The reports and other deliverables proved to be useful 
references for the road subsector.  

 
14. The ADB loans financed 236 person-months of consulting services for detailed design 
(70 person-months international and 166 person-months national), 613 person-months for 
construction supervision of the Qazakh–Georgian border section (53 person-months 
international and 560 person-months national), and 92 person-months for the institutional 
strengthening component (31 person months international and 61 person-months national) 
(footnote 2). 
 
F. Implementation Arrangements  
 
15. The Ministry of Transport (MOT) was the executing agency for the road components, 
although at appraisal, the ARS was identified as executing agency. To ensure close interagency 
coordination and supervision during implementation, a project steering committee was 
established in 2007, which met quarterly to review implementation progress, and approve and 
guide implementation activities. The ARS—a semiautonomous open joint-stock company 
reporting to MOT—managed the implementation of all road projects supported by ADB, the 
EBRD, the World Bank, and other international organizations and acted as the implementing 
agency for the project. A PIU, headed by a project director and assisted by a team of technical, 
financial, and support staff, was established under ARS. 
 
16. Detailed design began in December 2006 and completed in September 2007. 
Procurement for the civil works packages was delayed by repeat tendering. The contract for the 
Qazakh–Georgian border section was signed on 24 December 2007 (about 9 months later than 
scheduled) and implementation began in February 2008. The contract for the Yevlakh–Ganja 
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section was signed on 26 August 2008 and since this was not financed by ADB, it was agreed 
that the completion date would coincide with the ADB-financed project.  
 
17. The recruitment of consultants for the institutional strengthening component began in 
February 2008 and the contract was signed on 8 January 2009. The consultants completed the 
contract on 31 January 2010. 
 
18. The risks identified at appraisal were higher than the anticipated rate of deterioration due 
to axle overloading and inadequate funding for maintenance. The limited institutional capacity in 
the road subsector constituted a major constraint to addressing these issues. Mitigation 
measures consisted of institutional strengthening assistance to the road subsector, 
accompanied by loan conditionality. Plans for upgrading and implementing the pavement 
management system and road asset management system were prepared, while maintenance 
equipment needed by regional maintenance units was identified. A plan for installing weighing 
stations for the whole road network was prepared, including the actual installation of two vehicle 
weighing stations in the project area. Existing road accident monitoring, reporting, and 
information systems were reviewed and improvements proposed. Improvements were 
recommended for the existing road project management structure and capacity including 
preparing operational guidelines for project implementation management, and environmental 
and social assessments. 
 
19. ADB had assisted the Government of Azerbaijan in the review of road subsector 
policies, helped identify areas critical for sustainable development, and prepared 
recommendations for improvement. These included generating adequate revenues for 
maintenance through, among others, road user charges; and ensuring effective maintenance 
operations through regional road maintenance units and commercializing the operations of local 
road maintenance units. A road maintenance program was developed, which envisaged a 
steady increase in maintenance funding to cover the entire road network by 2015.3  
 
20. Of the 18 major loan covenants, the government fully complied with 16 and partially 
complied with 2. The MOT acted as the executing agency for the road-related components; the 
covenant identified ARS as the executing agency for components A1 and B (Loan 2205), and C 
(Loan 2206); while the State Customs Committee (SCC) was the executing agency for 
component D. Two monitoring and evaluation activities (2009 and 2010) were carried out during 
implementation, while the covenant tasked the borrower ARS, with assistance from the PIU and 
the supervision consultant, to monitor and evaluate project impacts to ensure that project 
facilities are managed effectively and project benefits are maximized by collecting the agreed 
data at inception, project completion, and 3 years after project completion (project completion 
report [PCR], Appendix 7(footnote 2).    

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

21. The PCR rated the project highly relevant. It noted that the project was aligned with the 
government’s SPPRED for 2003−2005, which is aimed at reducing poverty and facilitating the 
growth of employment and income, and to the State Program on Socioeconomic Development 
of Regions for 2004−2008 to promote a regionally balanced development. The government 

                                                 
3  ADB. 2005. Technical Assistance to the Republic of Azerbaijan for Preparing the Southern Road Corridor 

Improvement Project (Alyat–Astara Road). Manila 
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developed a transport development program (2005−2014), which included improving the east–
west highway by 2008, strengthening the institutional capacity of the transport sector, improving 
secondary and rural roads, and improving road maintenance. The State Program on Poverty 
Reduction and Sustainable Development (SPPRSD) for 2008−20154 continued the pursuit of 
similar strategic goals to ensure, among others, economic growth, by creating enabling 
conditions to improve income-generating opportunities in the regions and rural areas, improving 
public administration and good governance, and improving public infrastructure.  
 
22. The project was included in the 2005 assistance program of ADB. The country strategy 
and program of ADB focused on pro-poor sustainable growth, social development, and good 
governance aimed at reducing poverty and raising living standards in a sustainable manner. In 
line with the government’s priority, ADB assistance to roads focused on improving main 
highways to enhance regional transport linkages, supporting policy reform, and strengthening 
institutional capacity. Under the Country Strategy and Program Update, 2006,5 roads remained 
a focus, primarily on the rehabilitation of secondary roads to link key regional urban centers to 
the main road arteries. 
 
23. The appraisal identified three lessons from the experience of development partners in 
Azerbaijan and similar projects of ADB in other transition economies relevant to the project 
(footnote 1). First, road infrastructure investments must be accompanied by effective policy 
dialogue and institutional strengthening to maximize development impact. Second, road 
improvement projects along borders should address cross-border issues, to the extent possible. 
Third, ARS staff had limited knowledge of operational policies and procedures of multilateral 
financial institutions, which resulted in prolonged negotiations on EBRD loans and an initial 
delay in implementing the World Bank-assisted road project.  

 
24. While these were explicitly addressed in the project design, implementation issues still 
occurred. During detailed design, the cost estimates for the civil works component were about 
twice higher than the estimates at appraisal mainly due to the sharp price increases of fuel, 
utilities, and major road construction materials. The cost escalation was driven by the external 
oil price shock, which was beyond the control of the government. This resulted in substantial 
reduction in the project’s scope. In particular, the government had to request ADB to reallocate 
loan proceeds to the Qazakh–Georgian border section, rather prematurely, and for ADB to 
approve the change in project scope. While the civil works procurement conformed with ADB’s 
Procurement Guidelines, all financial bids with the initial tender submissions exceeded the 
engineers’ estimates and the ADB funding allocated for the Qazakh–Georgian border section. 
The tender process had to be repeated, which delayed the tender process by about 9 months. 
   
25. The components deleted from the project scope to reallocate funding to the Qazakh–
Georgian border section were (i) Ganja bypass road, (ii) local roads, and (iii) cross-border 
facilitation. These were important enough, however, for government to wholly finance the cross-
border facilitation and for ADB to include the Ganja bypass road and local roads in subsequent 
loans. Given the amount of loan savings, the local roads component could have been 
implemented under the project, but it was too late to reallocate and use the savings before loan 
closing. This validation considers these changes as design issues, but at the same time notes 
that this was the first of the ADB supported road projects in the country. The PCR also 

                                                 
4  Decree No. 3043 of the President of the Republic of Azerbaijan, dated 15 September 2008, State Program on 

Poverty Reduction and Sustainable Development.  http://www.cled.az/pdf/others/Azerbaijan%20Poverty%20 
Program%20for%202008-2015.pdf 

5  ADB. 2006. Country Strategy and Program Update: Azerbaijan, 2006. Manila.  
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recognized the need for greater due diligence during project design and formulation, which 
included carrying out adequate cost estimations and setting aside enough resources to cover 
contingencies. It highlighted this as a lesson for future road projects, which is commendable, 
and also stressed the importance to shorten elapsed time between appraisal and 
implementation. Thus, this validation rates the project relevant.6  
 
B. Effectiveness in Achieving Project Outcomes 
 
26. The PCR rated the project effective in achieving its intended outcome. The objective of 
improved quality and efficiency of transport on the highway was achieved. However, the 
objective of improved quality and efficiency of transport on local roads was not met. For the first 
objective, a total of 94 km of roads—39 km in the Qazakh–Georgian border section and 55 km 
in the Yevlakh–Ganja section—were rebuilt. These facilitated cross-border traffic, promoted 
transport service development, and accelerated socioeconomic development in west 
Azerbaijan. Traffic on these roads increased on average by 10.8% per year from 2006–2010, 
reaching 7,401 vehicles per day on the Yevlakh–Ganja section and 4,123 vehicles per day on 
the Qazakh–Georgian border section in 2010 (footnote 2).  
 
27. The project partly met the VOC reduction target of 40%; and according to the PCR 
estimated VOC reduction was 20%. On average based on higher traffic counts, the total VOC 
savings was about $11 million by 2011. Except for traffic growth and VOC savings, other 
outcome indicators were not measured. On institutional strengthening, the PCR noted that the 
project contributed to the improvement of road subsector performance in maintenance, axle 
load control, safety, and project management and implementation, but these were not supported 
by any performance indicator measures. There were no baseline data and project completion 
data on outcome indicators, since the executing agency did not comply with the loan covenant 
on monitoring and evaluation (para. 20).  
 
28. The local road component was dropped from the project’s scope and its funding shifted 
to projects under the multiple-tranche financing facility for road network development in the 
country. The cross-border facilitation component was implemented through other national 
projects using government funds and excluded from the project. Given the partial achievement 
of VOC target, higher traffic counts, and reduced scope of which were picked up by other 
parties, this validation rates the project effective similar to the PCR rating.  

C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

29. The PCR rated the project efficient in achieving its intended outputs and outcomes 
based on the traffic growth and reevaluated economic internal rate of return (EIRR). Traffic 
forecasts for 2005−2028 were estimated using standard traffic forecasting methodology based 
on results of traffic surveys, projected growth of GDP and population, and the estimated income 
elasticity of demand. Passenger and freight traffic forecasts for 2005−2009 and 2010−2028 
were prepared. The forecasts were low compared to the actual 9.9% annual growth of 
combined freight and passenger traffic during 1999–2005 on the Yevlakh–Ganja section and 
9.5% on the Qazakh–Georgian border section. The PCR noted that during detailed design 
preparation, a traffic count was carried out in December 2006 that showed 2001–2006 annual 
traffic growth on the Qazakh–Georgian border section of 9.4%, which was comparable to the 
1999−2005 traffic growth rates. Using updated traffic data, the PCR estimated traffic growth on 
the Qazakh–Georgian border section during 2006−2010 at 10.8% per year, which showed 

                                                 
6 The concerned regional department expressed the view to maintain the highly relevant  rating in the PCR. 
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faster socioeconomic development in the project area. No revised traffic growth estimates were 
given for the Yevlakh–Ganja section.  
 
30. The economic analysis used standard approach, comparing with and without project 
cases and weighted project benefits against project costs. The major project benefits were VOC 
and travel time savings due to improved road roughness. The benefits from VOC savings would 
redound to passengers and freight customers through reduced bus fares and freight charges. 
While the project would contribute to reducing road accidents, this was not quantified and 
therefore excluded in the analysis. At appraisal, the project was economically viable, with an 
EIRR of 17.9%.  
 
31. The PCR reevaluated the project’s EIRR using the same approach as at appraisal. The 
reevaluated EIRRs were 20.4% for the project as a whole, 21.5% for the Qazakh–Georgian 
border section, and 19.6% for the Yevlakh–Ganja section. The higher reevaluated EIRRs were 
due to the higher actual traffic growth of 9.4% used for the 2001−2006 period and 10.8% for 
2006−2010, and to the higher traffic growth forecasts of 8.0% for 2011−2015 and 7.6% for 
2016−2020. The PCR made no mention of the possible reasons for the high actual and forecast 
traffic growth rates, although these were comparable with the growth rates calculated at 
appraisal for 1999–2005. The PCR’s sensitivity analysis showed the project to be economically 
viable for all scenarios tested. 
 
32. An important factor overlooked in the appraisal and PCR was the origin–destination 
characteristic of vehicular traffic on the east–west highway. If a substantial portion of the 
vehicular traffic was through-traffic, i.e., origins and destinations are outside Azerbaijan, the 
economic analysis would be affected. Foreign through-traffic would benefit from the project, yet 
would have minimal economic contribution to the country. The reevaluated EIRR exceeded 18% 
even though actual project cost was higher than estimated at appraisal. This validation rates the 
project efficient, same as the PCR rating. 

D. Preliminary Assessment of Sustainability  

33. The PCR rated the project likely to be sustainable. It recognized that an institutional 
framework for road development was in place with MOT responsible for sector administration, 
ARS for road construction and maintenance, and with the growing domestic construction 
capacity. To improve the government’s implementation of its road development plan and 
program, it needs to continue the institutional reforms to (i) deepen corporatization and 
privatization in the road subsector; (ii) enhance road development planning; and (iii) improve 
sector performance in maintenance, axle load control, road safety, and project management, 
which were assisted by the project. While road development financing remains a challenge, the 
government needs to allocate more funds to the subsector. With ADB assistance, the 
government developed a road maintenance program, which assumed a steady increase in 
maintenance funding to cover the entire road network by 2015.  
 
34. The PCR cited cross-border trade facilitation as important in promoting cross-border 
traffic and for the government to encourage the development of local logistic services, 
implement proper policies and interventions to accelerate socioeconomic development, widen 
the reach of the project benefits, and transform this transport corridor into an economic corridor. 
This component was deleted from the project and was funded by the government. 
 
35. This validation agrees that the government should continue with the institutional reforms 
and strengthening implemented under the project. The quality of the road infrastructures rebuilt 
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can only be sustained with improved funding and if axle-load control, road safety, and road 
maintenance requirements are implemented. Based on the loan conditions, the government is 
committed to ensure that the road maintenance program covering the country’s road network 
would be implemented based on the pavement management system and that ARS fully 
establishes vehicle-weighing stations along the roads including the two stations located in the 
project area to enforce axle load regulations. The government abolished the Road Fund in 2001 
and roads are financed primarily from the government’s budget. Given the government’s 
substantial financial resources from oil revenues, it is expected that budget allocation for road 
maintenance would increase to meet required levels. This validation rates the project likely to be 
sustainable, the same as the PCR rating. 

E. Impact  

36. The PCR did not rate the project’s impact. Initial environmental examination at appraisal 
concluded that no major adverse impact on the environment would occur as the road 
improvements would be carried out on the existing alignment. The only requirement was 
mitigation measures during construction works, which were monitored by the supervision 
consultant, implementing agency, and government environmental agencies. 
 
37. Substantial socioeconomic benefits were expected at appraisal. Results of two 
monitoring and evaluation (M&E) activities undertaken by the supervision consultant in 2009 
and 20107 provided evidence on these, such as (i) road improvement that promoted economic 
growth and facilitated cooperation with other countries in the region and (ii) poverty that was 
reduced through (a) increased access to employment and income for the poor residents in 
roadside businesses and work related to road improvement and maintenance, including 
employment of skilled and unskilled women laborers; (b) improved access to markets and social 
services; and (c) lower prices of transport services, food, and other daily necessities due to 
lower transport costs. It was not clear, however, whether these impacts were due entirely to the 
project or would have occurred even without the project. This validation rates the project impact 
significant. 
 
F. Others 
 
38. On women empowerment, the PCR noted that contracts for civil works and consulting 
services included provisions to encourage the employment of skilled and unskilled women 
laborers. Of the 406 total local labor hired, 13 were women. This was significant, considering the 
nature of construction work and the cultural restrictions on women in the country. A sizable 
number of women were also working in roadside businesses, operating small shops at the 
border area, selling farm products along the project road, and ancillary businesses catering to 
the project staff and workers. Restaurants and lodging houses were generally managed by 
women. In the project area, women had more opportunities to access social services and 
facilities, especially hospitals and schools. 
 
39. On mobility and migration, the 2010 survey (footnote 6) revealed that 71% of the 
households in the seven surveyed villages were satisfied with the convenience of travel along 
the Qazakh–Georgian border road. Of the villagers surveyed, 64% indicated that travel to any 
destination had become less of a problem and 20% noted the easier transport of farm products. 
Public consultations on major project issues were held during project preparation, such as 
project alternatives, the selection of local roads, potential benefits, and social and environmental 

                                                 
7  Kocks Consult GmbH. 2010. Social Impact Assessment Final Report: Qazakh–Georgian Border Section. Koblenz. 
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impact. The consultations revealed a high degree of public support for the project. The design of 
the project gave special attention to the needs and constraints faced by women, internally 
displaced people, refugees, and other vulnerable groups. 
 
40. On displacement and resettlement, the project required minor land acquisition and 
temporary land occupation. MOT prepared a resettlement plan to ensure that fair compensation 
and assistance would be provided to affected people or businesses. According to the surveys 
and interviews, there were no complaints concerning land acquisition and resettlement. Job and 
income opportunities were to be created during construction (i.e., use of local labor and 
construction materials) and after project completion (i.e., roadside businesses). The improved 
road conditions, adequate border facilities, and expanded capacity at Azerbaijan’s border with 
Georgia at Red Bridge were to facilitate the movement of freight and passengers across the 
border. Institutional capacity in the road subsector was to be strengthened through support to 
policy reform and improved governance by strengthening institutional capacity to improve road 
maintenance, axle load control, road safety, and project management. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

41. The PCR rated the performance of the borrower and MOT as executing agency, 
satisfactory. The PCR noted that an adequate organizational framework was established for 
efficient and timely project management with government providing the required counterpart 
funds and other support in a timely manner. MOT and ARS as implementing agencies 
coordinated closely and conducted regular monitoring of construction progress including quality 
control of physical works. The PIU, with assistance from the consultants, prepared the required 
progress reports. The audited project accounts and financial statements were submitted to ADB 
as required. Both the executing agency and implementing agency facilitated and supported 
ADB’s review missions during implementation and at completion. The PCR observed, however, 
that the draft project completion report received from the implementing agency lacked data 
and/or information on the results of performance indicators.  
 
42. Shortcomings by the executing agency and implementing agency were noted during 
implementation caused by unfamiliarity with ADB procurement rules and procedures and 
inadequate staff capacity. These could be attributed to the project being the first ADB-financed 
road project in Azerbaijan. This experience during project implementation would have been 
valuable in implementing subsequent ADB-financed road projects in the country. 
 
43. Considering the above, this validation rates the performance of the borrower and 
executing agency satisfactory, similar to the PCR rating.  

B. Performance of the Asian Development Bank  

44. The PCR rated the overall performance of ADB satisfactory. The project was 
administered from ADB headquarters with assistance from the ADB Azerbaijan Resident 
Mission. ADB conducted eight review missions and was closely involved in identifying and 
resolving issues, including conduct of site visits. Approval of documents at both processing and 
implementation stages, including processing of claims for payment, was punctual and without 
unreasonable delays. The role of the ADB missions in providing timely advice on technical and 
contract administration matters was recognized by MOT and ARS.  
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45. It appeared, however, that none of the missions followed up on the issue of benefit 
monitoring and evaluation with the executing agency. What was available was limited and did 
not comply with the specific loan covenant on the project’s M&E requirement. This validation 
rates the overall performance of ADB satisfactory, the same as the PCR rating. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

46. The PCR rating of highly relevant was based on consistencies with Azerbaijan’s 
SPPRED, the State Program on Socioeconomic Development of Regions for 2004−2008, the 
SPPRSD, and ADB’s country strategies. The project cost overrun caused by price escalations 
subsequently led to the cancellation of several project components, such as the Ganja bypass 
road, rural roads, and cross-border facilitation. The PCR evaluation of performance was based 
on the main component of road rehabilitation on the Qazakh–Georgian border section and 
Yevlakh–Ganja section, rather than the other components dropped due to scope reduction. 
However, higher than expected traffic growth and reduced VOC led to savings. The project 
experienced implementation issues due to delays in tendering, evaluation, and contracting as 
the implementing agency and PIU had no experience in implementing ADB road projects. This 
validation rates the project relevant, effective, efficient, and likely sustainable with an overall 
assessment of successful. 
 

Overall Ratings 

Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Highly relevant  Relevant  This validation considers the changes 
in project scope as weaknesses in 
project design. The PCR also 
recognized the need for greater due 
diligence during project design and 
formulation (para. 25). 

Effectiveness in 
achieving outcomes 

Effective  Effective   

Efficiency in achieving 
outcomes and outputs 

Efficient  Efficient   

Preliminary assessment 
of sustainability 

Likely  Likely  

Overall assessment Successful  Successful  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Impact Not rated Significant Refer to para. 37.  

Quality of PCR  Satisfactory Refer to para. 52. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report, VOC 
= vehicle operating cost. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source: ADB Independent Evaluation Department. 
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B. Lessons  

47. The PCR identified five lessons from the project that dealt with typical occurrences, 
which are oftentimes subject to factors outside the control of parties concerned but could be 
addressed through various project management procedures. Even if the project was the first 
ADB-assisted road project in Azerbaijan, there was already a huge depository of international 
institutional experience and information on the design and implementation of foreign-funded 
road projects that could be applied or adapted to this project. While the actual cost for the 
project civil works sections increased by 50%, the project still ended with unutilized loan 
proceeds of $9.65 million (Loan 2205) and $1.40 million (Loan 2206 [Special Funds]). These 
were more than sufficient to continue implementing the local roads component estimated to cost 
$3.8 million, of which $3.0 million was to be funded from the loan. Even with a 50% increase in 
cost, the local roads civil works could still have been implemented. A thorough funds 
disbursement analysis should have been conducted during project implementation to determine 
sufficiency or insufficiency of funds from all sources to finance all project components. This was 
not done in this case.  

C. Recommendations for Follow-Up  

48. The borrowers—MOT, ARS, and SCC—need to ensure that the loan conditionality on 
M&E is complied with specifically on the collection of data to measure project performance. 
While data were collected during project implementation, this was not in accordance with the 
loan conditionality, which called for data collection at inception, project completion, and 3 years 
after project completion. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

49. As stated at appraisal, the ARS, together with the PIU, SCC project coordinator, and the 
supervision consultant, will establish a project performance management system acceptable to 
ADB. A set of targets and/or indicators for the monitoring and evaluation of project performance 
on impact, outcome, and outputs were finalized during appraisal. ADB has to ensure that the 
project performance management system is operational and data collected periodically, as 
agreed. 
 
50. The PCR did not recognize that ADB needs to assess project sustainability through 
regular monitoring of project roads maintenance and for the government to provide adequate 
funding for road maintenance covering the country’s entire road system. This was estimated in 
the ADB-assisted road maintenance program, which envisaged a steady increase in 
maintenance funding to cover the entire road network by 2015. 
 
51. Aside from road maintenance, deterioration of roads under the project needs to be 
avoided by ensuring that axle-load monitoring and enforcement are conducted by the 
government. 

B. Comments on Project Completion Report Quality 

52. The PCR was well prepared although it lacked substantive analysis on project 
relevance, effectiveness, and efficiency due to the inadequacy of time-series traffic and 
socioeconomic data. It could have provided more analytical depth and data support in the 
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analysis of impacts and outcomes. In spite of this, this validation finds the PCR of satisfactory 
quality. 

C. Data Sources for Validation 

53. Data sources for this validation included the project’s report and recommendation of the 
President, the PCR, back-to-office reports of the various ADB missions to Azerbaijan, the 
Country Strategy and Program Update (2006) of Azerbaijan, Decree No. 854 dated 20 February 
2003 or the SPPRED for 2003–2005, and Decree No. 3043 dated 15 September 2008 or the 
SPPRSD for 2008–2015. 

D. Recommendation for Independent Evaluation Department Follow-Up 

54. The PCR recommended that the project performance evaluation report be prepared in 
2014 or later. By then, the roads would have been fully operational for about 4 years and the 
whole east–west highway rehabilitation completed. Aside from determining if road maintenance 
had been regularly undertaken as required, vehicular traffic growth would have stabilized by that 
time. This would enable an improved reevaluation of traffic benefits and socioeconomic impacts. 
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