
This evaluation assesses Asian Development Bank (ADB) 
support to Azerbaijan during 2011-2017. The evaluation 
found that the program had strengths in project delivery and 
macroeconomic support but was weak in other areas. ADB 
needs to use a more cohesive approach in providing support 
with emphasis on building human and social capital relative 
to infrastructure and policy reform development, and a 
wider range of instruments and modalities in crafting a new 
country strategy in the context of the government’s decision 
to limit external borrowing. ADB also needs to increase 
due diligence and do better preparatory work to improve 
project implementation and expand its policy dialogue 
across sectors to support economic diversiication including 
greater proactive involvement in private sector operations. 
A consultation mission with Azerbaijan authorities on a 
draft of the evaluation in December 2018 conirmed the 
indings, assessments, and issues raised in the report. 

PORTFOLIO

ADB’s lending portfolio was valued at $3.9 billion for 
sovereign operations and $1.2 billion for nonsovereign 
operations. Of the total funding, 42% was provided to 
the energy sector to improve power transmission and 
distribution, as well as new power generation and gas 
ield expansion that will take Azerbaijan’s gas to European 
markets; 27% was provided to the transport sector which 
included two multitranche inancing facilities for the road 
sector, and a very recent railway sector development 
program comprising a policy-based loan and an investment 
loan; 15% was provided for improvement of public sector 
management although it was added only at the end of the 
evaluation period; 12% was for water supply, sanitation and 
urban development; and 4% for the inance sector, mostly 
from nonsovereign operations.
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Independent

RECOMMENDATIONS

Strategic

1. The ADB program should have a 
greater focus on building human 
and social capital in parallel with 
developing and improving physical 
infrastructure and supporting policy 
reform.

2. ADB should use a broader range of its 
instruments and modalities as part of a 
new strategy in Azerbaijan.

3. ADB support for the diversiication 
of the economy must include more 
analytical work, a focus on the non-
oil tradeable sectors, and a more 
proactive involvement in private 
sector operations in Azerbaijan 
beyond simple onlending operations.

Operational

4. ADB should step up its due diligence 
and preparatory work for its operations 
to handle expectations properly and 
avoid delays or failures, especially in 
transport operations.

5. ADB should expand its policy 
dialogue, drawing on the iterative 
and interpersonal approach that has 
proved valuable in areas such as iscal 
and tarif reform.
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Multitranche inancing facilities, which used 47% 
of sovereign funding, initially were the modality of 
choice in the three infrastructure sectors—energy, 
transport, and water and sanitation. They helped 
signal ADB’s commitment to a sector but faced 
some problems. 

ADB activities and interventions over 2011–2017 
were guided by seven key strategic documents, all 
of which were found aligned with the country’s own 
strategies: one country partnership strategy and six 
country operations business plans.

ADB’s main multilateral and bilateral development 
partners in Azerbaijan regard ADB’s cooperation 
during the country assistance program evaluation 
period as constructive and helpful.

PERFORMANCE

All sovereign sector programs were assessed as 
successful by the evaluation, with the energy and 
public sector management programs obtaining 
good scores on all criteria used, while the transport 
program was successful despite being less than 
efective and less than eicient, and the water 
supply and sanitation program being successful but 
less than eicient. The nonsovereign operations 
program was borderline less than successful, falling 
just below the cutof for a successful rating.

RESULTS 

The evaluation found that ADB’s contribution to 
inclusive economic growth was relevant and had 
satisfactory development impact, though very 
little statistical evidence was found to establish the 
extent to which ADB fostered inclusive growth by 
reducing regional development disparities. 

ADB’s work on regional cooperation and integration 
in Azerbaijan was found relevant because of the 
signiicant potential beneits accruing from further 
integrating Central Asia, as well as the public goods 
issues in the region. The evaluation saw it as highly 
impactful.     

ADB’s safeguarding of the environmentally 
sustainable growth agenda in investment projects, 
such as in energy distribution, led to lower 
emissions. ADB was also found to have explored 
with the government options on renewable 
energy, an exercise that led to a dialogue on the 
tarif structure and the regulations needed to 
make renewable energy attractive for private 
investors. Yet ADB did not pursue environmentally 
sustainable growth as actively as it pursued other 
corporate agendas, such as inclusive economic 
growth and regional cooperation and integration. 

ADB was one of the few development partners 
supporting the authorities’ structural reforms. 
ADB’s support focused on the necessary 
conditions for economic diversiication, particularly 
the medium-term iscal framework. While much 
remains to be done for these reforms to bear fruit, 
ADB’s presence has helped the government stay 
the course. 

LESSONS

n ADB's greatest efectiveness is achieved 
when capacity building and infrastructure 
development or policy reform come together. 

n When the government borrowing policy 
changes (a near complete stop to external 
borrowing being enforced at present) and when 
there is a consequent need for ADB to venture 
outside of the infrastructure sectors, then this 
generally requires applying a broader range of 
support instruments and modalities. 

n The pursuit of economic diversiication calls for 
detailed analytical work and a sizable reliance 
on private sector operations. 

n ADB’s experience with policy dialogue on tarifs 
and the iscal framework with Azerbaijan’s 
authorities shows that joint solutions can be 
found. 
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