
 
  

 
Evaluation Approach Paper  

Country Assistance Program Evaluation for Azerbaijan 
May 2018 

  

Team Leader: Marco Gatti, Principal Evaluation Specialist (email: mgatti@adb.org) 

 

 
A. INTRODUCTION 
 

1. Purpose 
 
1. The Independent Evaluation Department (IED) is preparing a country assistance program 
evaluation (CAPE) to provide the ADB Board of Directors and Management with an independent 
assessment of past operational performance in Azerbaijan. The CAPE findings and 
recommendations will be an input into the preparation and design of the new country partnership 
strategy (CPS) that will guide ADB operations in Azerbaijan from 2019 to 2023. Specifically, the 
CAPE will (i) provide an independent assessment of the performance of ADB’s country programs 
and identify factors affecting performance, and (ii) draw forward-looking lessons and make 
recommendations for the next CPS. 

 
2. This paper sets out the evaluation approach for the Azerbaijan CAPE, in accordance with 
the Revised Guidelines for the Preparation of Country Assistance Program Evaluations.1  
 

2. Time Period and Scope 
 

a. Time Period 
 
3. The 2012 CPSFRV was the first independent country-level assessment. The first 
Azerbaijan country program assessment prepared by the Independent Evaluation Department 
(IED) was a country program strategy final review validation (CPSFRV) in 2012,2 which covered 
Asian Development Bank (ADB) support during 2000–2011. It described the country’s need for a 
diversified economy, increased competitiveness, and strengthened social services. It also 
proposed three recommendations to ADB as discussed in Appendix A.  
 
4. The CAPE evaluation period is 2011–2017. The CAPE will be the second independent 
evaluation of ADB’s country strategy in Azerbaijan and will assess the outcome of ADB support 
over the seven years from January 2011 to December 2017. The start of this period was 
purposefully chosen to overlap with the last year of the CPSFRV’s coverage to ensure that there 
would not be missed operations. The CAPE time period corresponds to the coverage periods of 
three recent Azerbaijan country planning documents: (i) the 2011 country operations business 
plan (COBP) for 2011–2013,3 (ii) the 2014 CPS for 2014–2015,4 and (iii) the 2017 COBP for 

                                                
1  IED. 2015. Guidelines for the Preparation of Country Assistance Program Evaluations and Country Partnership Strategy Final 

Review Validations. Manila: ADB. 
2  IED. 2012. Azerbaijan: Validation of the Final Review of Country Operations: 2000–2011. Manila: ADB. 
3  ADB. 2011. Country Operations Business Plan: Azerbaijan, 2011–2013. Manila. The CAPE considers the COBP as country planning 

document in the absence of a full CPS for the period 2011–2013.  
4  ADB. 2014. Country Partnership Strategy: Azerbaijan, 2014–2018. Manila. 
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2016–2017.5 It should be noted that during 2016–2017, the strategic direction of the 2014 CPS 
was refined to include public sector management (PSM) operations to help Azerbaijan cope with 
the external shock that led to deterioration of macroeconomic situation, fiscal space erosion, and 
financial sector distress. This was later acknowledged in the 2017 COBP. The strategic 
objectives, crosscutting themes and drivers, and focus areas/primary sectors set out in these 
country planning documents are summarized in Table 1.  
 

Table 1: ADB Strategic Priorities in Azerbaijan during 2011–2017 

Priorities 
2011–2013 

(2011 COBPa) 
2014–2015 

(2014 CPSb) 
2016–2017 

(2017 COBPc) 
Strategic 
Objectives 

• Inclusive growth through infrastructure development 
• Economic diversification through infrastructure development 
• Improved and expanded access to social services 

• Help restore macroeconomic and 
financial stability  

• Foster economic diversification 
• Support for economic policy 

reform 
Crosscutting 
Themes and 
Drivers 

• Private sector operations 
• Private sector development 
• Environmental sustainability 

and climate change 
• Regional cooperation and 

integration 
• Capacity development  
• Gender equity 

 

• Private sector operations 
• Private sector development  
• Environmental sustainability 

and climate change 
• Regional cooperation and 

integration 
• Governance and capacity 

development 
• Gender equity 
• Partnerships 
• Knowledge solutions 

• Private sector operations 
• Private sector development 
• Environmental sustainability and 

climate change 
• Regional cooperation and 

integration 
• Governance and capacity 

development 
 

Focus 
areas/primary 
sectors 

• Transport 
• Energy 
• Water supply and sanitation 

• Transport 
• Energy (including gas) 
• Urban infrastructure and 

services (water supply and 
sanitation, urban transport, 
and solid waste 
management) 

• Transport (including railway) 
• Public sector management (public 

expenditure and fiscal 
management, state enterprise 
reform, public debt management)d 

 

COBP = country operations business plan, CPS = country partnership strategy. 
a The 2011 COBP was subsequently updated by the 2012 COBP, but without any change in strategic direction. 
b The 2014 CPS was accompanied by four COBPs: the 2014 COBP, the March 2015 COBP, the December 2015 COBP, and the 2017 COBP. The first 

three COBPs did not have any change in strategic direction and primary sectors.  
c During the period 2016–2017, the strategic direction of the 2014 CPS was refined to include public sector management operations but this was later 

acknowledged in the 2017 COBP (covering 2018–2020).  
d Power as focus area was on stand-by basis and subject to government request. 
Sources: 2011 COBP; 2014 CPS; and 2017 COBP. 

 

5. The strategic priorities during 2011–2017. The first and second phases (2011–2013 
and 2014–2015) were to focus on inclusive growth and economic diversification through 
infrastructure development and improved and expanded access to social services. There was a 
refinement in strategic objectives in the latter phase (2016–2017), which focused not only on 
fostering economic diversification but also on restoring macroeconomic and financial stability and 
supporting for economic policy reform. The crosscutting themes and drivers of change have 
shown more continuity, with private sector operations, private sector development, environmental 
sustainability and climate change, regional cooperation and integration, and capacity 
development present throughout all the phases. Gender equity was emphasized in the first two 
phases, governance in the last two phases, while partnerships and knowledge solutions are 
present in the second phase. Transport operations continued to have priority throughout the 
period, while support for the energy sector was on a stand-by basis (subject to government 

                                                
5 ADB. 2017. Country Operations Business Plan: Azerbaijan, 2018–2020. Manila. The 2016 COBP (covering 2017–2019) was 

prepared by ADB but was not endorsed by government due to the then-ongoing development of the public debt strategy.  
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request) and water supply and sanitation operations dropped out altogether and were replaced 
by PSM operations in the latest phase. A more detailed discussion on all ADB’s country strategies 
for Azerbaijan since the start of operations is presented in Appendix A. 
 

b. Scope 
 
6. Scope. The evaluation will cover all sovereign loans, nonsovereign loans, and technical 
assistance (TA) approved during 2011–2017, and all loans and TA approved prior to the period, 
but under implementation (whether active or closed) during the period. Finally, the CAPE will also 
assess knowledge products and services produced during the period. 
 
7. Sector program assessments. The CAPE will assess ADB’s sovereign interventions in 
four of the Azerbaijan sectors (energy, transport, PSM, and water and urban infrastructure and 
other services [WUS]) through dedicated sector program assessments. A separate private sector 
assessment will also be undertaken to look at the nonsovereign operations in the energy and 
finance sectors.  

 
8. Crosscutting themes. Crosscutting themes will also be assessed by assessing relevance 
and development impacts of the implementation of the three strategic agendas of Strategy 2020, 
plus two special priorities, and integrating these with the above sector program assessments. The 
three strategic agendas are inclusive economic growth, environmentally sustainable growth 
(focusing on climate change), and regional cooperation and integration. The special priorities 
identified as constants in the country strategies are economic diversification (in part through 
private sector development) and capacity development. 
 
9. Portfolio. The portfolio that will be assessed is medium-sized, consisting of 48 lending 
and nonlending operations totaling $4.9 billion. Broken down by financing instrument, there were 
21 sovereign loans and guarantees (amounting to $3.9 billion), 10 nonsovereign loans ($992 
million), and 17 TA projects ($15.7 million). In terms of lending recipient, 80% of the operations 
were directed to the public sector, while nonsovereign operations accounted for 20%. Out of the 
$3.9 billion public sector financing, $1.1 billion worth of loans and TA have already been closed 
including cancelled operations, while $2.8 billion are still active (Table 2). Appendix B provides 
additional details of the portfolio. 
 
10. Sectoral distribution. Energy and transport were the largest sectors, accounting for 39% 
and 29%, respectively, of the total approved amount of the lending portfolio (Figure 1). Within 
sovereign operations, transport has the largest allocation at 36% followed by energy at 29% and 
PSM at 19%. Within nonsovereign operations, energy has the largest share (78%), with the 
remaining 22% is supporting the finance sector. Appendix C provides a list of the ADB sovereign 
loans and guarantees, nonsovereign operations, and TA projects during the evaluation period. 
 

Table 2: Azerbaijan Portfolio by Financing Instrument, 2011–2017 

  

Approved Prior to  
but Activea 
2011–2017 

Approved Prior to  
but Closedb 
2011–2017 

Approved and  
Closedc 

2011–2017 

Approved and  
Active 

2011–2017 Total 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Sovereign 
Loans and 
guaranteesd 200.00 2 552.72  6 575.00 2 2595.00 11 3922.72 21 
Technical 
assistancee 0.00 0 1.00 1 6.25 6 8.41 10 15.66 17 

Subtotal 200.00 2 553.72 7 581.25 8 2603.41 21 3938.38 38 
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Approved Prior to  
but Activea 
2011–2017 

Approved Prior to  
but Closedb 
2011–2017 

Approved and  
Closedc 

2011–2017 

Approved and  
Active 

2011–2017 Total 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Amount 
($ million) No. 

Nonsovereign 
loansf 0.00 0 77.00 4 

20.00 
 1 

895.00 
 5 992.00 10 

Total 200.00 2 630.72 11 601.25 9 3518.41 26 4930.38 48 
a  One transport loan was active during 2011–2017 but was closed financially in January 2018. 
b   A loan/TA is considered closed during the period based on financial closing date. Includes one energy partial credit guarantee approved in 

2010 but subsequently withdrawn (cancelled in March 2011); and two water and urban loans (supporting 1 project) covered by CPSFRV 
2012, which was approved in December 2004 and physically completed with PCR in 2011. 

c   Includes one water loan approved in 2016, but subsequently cancelled in 2017; one transport TA project approved in 2014 but subsequently 
cancelled in 2016. 

d  The approved amounts and number included partial credit guarantees, with sovereign guarantee. 
e   This includes project preparatory technical assistance. It consists of sovereign and nonsovereign TA projects. 
f   Approved loans prior to but closed during 2011–2017 refer to those approved prior to 2011 but were active or no completion report at the time 

of 2012 CPSFRV. Approved and active loans refer to those approved during 2011–2017, with full or partial disbursement, or loan agreement 
just signed. 

Sources: Loan, TA, Grant, and Equity Approvals database, Mainframe, and eOps. 

 

Figure 1: ADB Support to Azerbaijan by Sector 

ENE = energy, FIN = finance, PSM = public sector management, TRA = transport, WUS = water and urban infrastructure and 
other services. 
Note: Two partial credit guarantees, with sovereign guarantee, are included. 
Source: Loan, TA, Grant, and Equity Approvals database, Mainframe, and eOps. 

 

11. In line with evolving CPS strategic priorities mentioned in para. 6, the sectoral evolution of 
the lending portfolio during the evaluation period has shown a continuing focus on transport and 
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energy sectors, whereas there has been a gradual shift away from WUS. In the last two years, 
PSM has grown in importance due to the two policy-based loans (PBLs) approved in 2016 and 
2017.6 The TA portfolio has generally tracked the lending portfolio’s sectoral performance. 
 
12. Distribution by sovereign lending instrument. Based on approved loan and guarantee 
amounts, multitranche financing facilities (MFFs) accounted for 47% of the total sovereign lending 
and guarantee portfolio in 2011–2017, while project loans accounted for 9%, PBLs accounted for 
25% and partial credit guarantee accounted for 19% (Figure 2).  
 

Figure 2: ADB Sovereign Operations by Lending Modality, 2011–2017 
($ million) 

 
     MFF = multitranche financing facility. 
     Note: There are two partial credit guarantees covered by the evaluation;  
     one was cancelled in March 2011. An MFF tranche was also terminated in August 2017. 
     Source: Loan, TA, Grant, and Equity Approvals database. 

 
 
13. Evaluations of completed projects. Of the 18 public sector projects and programs (21 
loans), 7 (8 loans) have closed and 3 (4 loans) of these have project completion reports (PCRs). 
The three PCRs assessed transport and energy projects as successful while a WUS project (2 
loans) was assessed as less than successful. IED’s validation confirmed these. Four 
nonsovereign operations have extended annual review reports (XARRs) and were validated by 
IED’s XARR validation reports (XVRs). One was highly successful, two were successful, and one 
less than successful, which was different from the self-evaluation which assessed performance 
as successful. Of the 17 TA projects, 7 have closed and three have TA completion reports (TCRs), 
with less than successful assessment, two of which did not materialize into loans (Table 3). 
 
 
 

                                                
6   In 2016, a countercyclical support facility program was supported to help the government mitigate the significant negative economic 

impact caused by the crash in oil prices and the recession in the country’s trading partners, which has triggered recession in 
Azerbaijan. Source: ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 
Technical Assistance Grant for Countercyclical Support Facility Program for Republic of Azerbaijan. Manila. In 2017, a PBL was 
approved to strengthen governance in the public sector and diversification of the economy by enabling enhanced private sector 
participation through better access to finance and the business environment. Source: ADB. 2017. Proposed Programmatic 
Approach and Policy-Based Loan for Subprogram 1 for Republic of Azerbaijan: Improving Governance and Public Sector Efficiency 
Program. Manila. 

MFF 
(Tranches), 
1850.4, 47%

Project, 340.0, 
9%
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1000.0, 25%

Partial credit 
guarantee, 
732.3, 19%
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Table 3: Azerbaijan Completed Operations by Sector, 2011–2017  

Sector 

Sovereign Loans and 
Guarantees Nonsovereign Loans Technical Assistancee Total 

Amount  
($ million) No. 

With PCR  
[Closed] 

Amount  
($ million) No. 

With 
XARR 

Amount  
($ million) No. 

With 
TCR 

Amount  
($ million) No. 

ENE 1142.32  4 1 [2]a 777.00 3 1 5.90 6 1 1925.22  13 

TRA 1400.40  9 1 [1]b - - - 5.73 6 1 1406.13 15 

PSM 750.00 2 0 [1] - - - 1.43 2 - 751.43 4 

WUS 630.00  6 1b,c [4]d - - - 1.25 1 - 631.25  7 

FIN - - - 215.00 7 3 1.35 2 1 216.35 9 

Total 3922.72   21 3 [8] 992.00 10 4 15.66 17 3 4930.38   48 
ENE = energy, FIN = finance, No. = number, PCR = project/program completion report, PSM = public sector management, TCR = 
technical assistance completion report, TRA = transport, WUS = water and other urban infrastructure and services, XARR = extended 
annual review report. 
a The PCR was validated by IED. Includes one energy loan approved in 2010 but was cancelled in 2011. 
b The PCR was validated by IED. 
c One PCR covered two loans supporting one project. 
d Includes one water loan approved in 2016 but was cancelled in 2017. 
e This includes project preparatory technical assistance. It consists of sovereign and nonsovereign TA projects. 
Sources: Loan, TA, Grant, and Equity Approvals database, Mainframe, and eOps. 
 

14. All remaining projects are active or ongoing and will be rated for relevance against the 
overall strategic priorities (see Table 1) but not assessed against any other evaluation criteria 
unless they are more than half way implemented. Projects found more than half way implemented 
will be assessed against all evaluation criteria and judged as likely or less likely to be successful. 
Along with other evaluation evidence, project ratings will then help to inform the overall 
assessment of ADB performance against its Azerbaijan CPS strategic objectives.7  
 
B. BACKGROUND 
 

1. Country's Development Context and Binding Constraints  
 
15. Economy. Azerbaijan's economy is dominated by the hydrocarbon sector. During the oil 
price boom (2006–2014) hydrocarbon activity accounted for three-quarters of gross domestic 
product (GDP) growth and government revenues, and 90% of the nation’s exports. The oil windfall 
helped Azerbaijan achieve high growth rates, accumulate large foreign exchange reserves, and 
reduce its debt levels. Economic growth averaged 12% per year during the period 2002–2014, as 
Azerbaijan transitioned into middle-income status, supported initially by high foreign direct 
investment in the oil sector and thereafter by growing oil and gas production and exports.  
 
16. Since 2014, Azerbaijan’s oil boom has turned into an oil bust. The fall in global petroleum 
prices from a peak of $115 per barrel in June 2014 to under $35 per barrel in February 2016 
triggered a severe recession. GDP growth declined from 5.8% in 2013 to 2.8% in 2014, to 1.1% 
in 2015, and has contracted by 3.1% in 2016. In 2017, the recession bottomed out and GDP grew 
by 0.1% and is projected to grow by 1.7% in 2018 and 2.0% in 2019. Plummeting oil prices, weak 
growth in neighbouring economies, and a contraction in oil production and exports erased the 
country’s large current account surplus. To preserve reserves, the central bank undertook a 25% 
devaluation in February 2015 and a second 32% devaluation in December 2015, followed by a 
shift to a managed floating exchange rate regime. While the devaluations helped to stabilize the 
exchange rate, they worsened bank balance sheets and increased dollarization. The government 
responded by closing problematic banks, restructuring the largest state bank, tightening financial 
supervision, and mounting a counter-cyclical fiscal stimulus program.  

                                                
7  Projects close to completion will be selected in consultation with ADB staff and using both time elapsed and disbursement data.  
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17. The petroleum boom had resulted in a 15-fold increase in the size of Azerbaijan’s economy 
between 2000–2014. The petroleum bust then led to a halving of GDP in dollar terms from 2014-
2017. Azerbaijan’s GDP increased from $5.3 billion in 2000 to a peak of $75.2 billion in 2014. 
GDP then fell to $38.7 billion in 2016 and further to an estimated $38.5 billion in 2017. Per capita 
GDP, which had risen from $648 in 2000 to a peak of $8,055 in 2014, fell to an estimated $4,028 
in 2017. The current account, which has recorded a surplus of more than $10 billion a year from 
2007 to 2014, fell into a deficit in 2015.8  

 
18. Poverty. The oil boom was accompanied by significant reductions in poverty, with the 
poverty headcount declining from 49% of the population in 2001 to 5.3% in 2013. Extreme poverty 
fell below 3%, measured using the international poverty line of $1.25 per day (purchasing power 
parity basis). Rapid growth, high wage increases, growing employment, and heavy public 
spending on pensions and social protection programs contributed to the impressive progress in 
poverty reduction.9 While considerable progress has been made in poverty reduction, many low-
income groups are vulnerable to falling-back into poverty. Amongst those who are most 
vulnerable are the 597,000 internally displaced persons (IDPs) from the Nagorno-Karabakh 
conflict in the early 1990s.  

 
19. Infrastructure challenges. While large infrastructure investments are ongoing, the 
infrastructure gap is still large. The degree to which large infrastructure investments are able to 
catalyze sustained non-hydrocarbon economic growth depends very much on how these 
investments are delivered, operated, and maintained. The road and rail corridors need to be 
properly managed and maintained, and rural roads, power lines, and other economic 
infrastructure are to be extended to secondary towns and cities to broaden the spread of benefits 
from transport corridor development. In the power sector, adequate tariffs are required so that 
costs can be recovered and investors have incentives to exploit the nation’s considerable 
renewable energy potential. Likewise, continuing attention is needed for reforms in the railway 
sector, to improve its competitiveness, financial sustainability, and operational and cost efficiency.   
 
20. Need for macroeconomic stability and economic recovery. A key objective of the 
Government is to safeguard macroeconomic stability to restore investor confidence and stimulate 
economic recovery. Government revenue mobilization is to be improved to reduce dependence 
on volatile hydrocarbon revenues. Public expenditures are to be managed in ways that set clear 
rules for transfers from the State Oil Fund of Azerbaijan (SOFAZ) to the budget, which enable the 
public spending to respond counter-cyclically to external shocks, and which anchor spending 
against clear program-delivery targets in a sustainable medium-term fiscal framework. State 
enterprise losses are a key concern. The government also needs to introduce best practices to 
gradually make its budget planning and implementation more effective, including the use of 
effective public–private partnerships (PPPs), that can help to achieve better value for money.10  

 
21. Need for economic diversification. As mentioned in the CPSFRV, ADB’s Asian 
Development Outlook and documents of other development partners, 11  in the long-run, the 
economy needs to become less reliant on hydrocarbons to reduce vulnerability to global shocks 

                                                
8 International Monetary Fund. 2017. World Economic Outlook Database, October 2017. Washington D.C. 
9 ADB. 2010–2017. Asian Development Outlook (various issues). Manila.  
10 ADB. 2017. Improving Governance and Public Sector Efficiency Program: Sector Assessment Public Sector Management and 

Finance. Manila; and Center for Analysis of Economic Reforms and Communications. 2017. Strategic Road Map on National 
Economy and Key Sectors of The Economy of Azerbaijan. Baku.  

11 World Bank. 2017. Azerbaijan Snapshot. Washington D.C.; World Bank. 2015. Country Partnership Framework for Azerbaijan.  
Washington D.C.; EBRD. 2014. Strategy for Azerbaijan. London. IMF. 2016. Republic of Azerbaijan: Staff Report for the 2016 
Article VI Consultation. Washington DC. and ADB. 2016 and 2017. Asian Development Outlook. Azerbaijan chapter. Manila. 
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and to restore more sustainable rates of economic growth and socio-economic development, 
especially as oil output is set to decline from 2017. Diversifying economic activity is challenging 
because of a legacy of monopolies and state enterprises dominating activity in key sectors, 
government’s traditional role of providing rather than facilitating privately-provided services, and 
weaknesses in public service delivery and governance. A weak investment climate, a shallow and 
bank-centric financial market, and a skills mismatch in the labor market have also impeded 
economic diversification. Economic activity has tended to focus in Baku and the Absheron 
peninsula, leading to large gaps in incomes and opportunities between those in the capital city 
and those in small towns and rural areas.  

 
2. Government Development Strategies and Plans 

 
22. ADB’s support for Azerbaijan has been closely aligned with the State Program on Poverty 
Reduction and Sustainable Development 2008–2015 (SPPRSD) and with the Strategic Road Map 
on National Economic Perspectives (SRMNEP), 2016–2025.12 The SPPRSD was fully aligned 
with Azerbaijan’s millennium development goals commitments and was designed to tackle 
poverty by major public spending efforts in infrastructure, social services, social protection, 
information and communications technology (ICT) and by modernizing industries and agriculture. 
The SPPRSD aimed to double real GDP between 2008 and 2015, contain inflation in the single-
digits and maintain a non-oil GDP growth rate in the 7–8% per annum range. Several 
infrastructure mega-projects, including the Baku-Tbilisi-Arzurum gas pipeline and the Baku-
Tbilisi-Kars railway project, were key drivers of inclusive economic growth under the SPPRSD. 
 
23. The SRMNEP, approved on 6 December 2016, covers national economic development 
and includes specific strategies for the development of 11 economic sectors. It continued many 
of the SPPRSD initiatives while calling for a shift from an investment-based to more of an 
efficiency and productivity-based growth trajectory. Key elements of the 2016 economic 
development strategy include: (i) strengthening fiscal sustainability and ensuring robust monetary 
policy; (ii) coordinating the overall approach to improve efficiency of public sector’s role in the 
economy; (iii) implementing the privatization agenda and carrying out privatization in priority 
sectors; (iv) attracting the most appropriate investors for privatization and foreign direct 
investment; (v) improving quality at all stages of education; (vi) stimulating human capital to 
increase labor productivity; and (vii) developing a suitable business environment. Restoring 
macroeconomic stability, broadening scope for private initiative and enhancing the investment 
climate were accorded high priorities for the first years of the SRMNEP. The SRMNP targets a 
5% per annum growth in real per capita incomes with three-quarters of growth originating in the 
non-hydrocarbon sectors. Beyond 2025, it envisions Azerbaijan becoming a high-income 
economy that is more inclusive, diverse, regionally integrated, technologically-sophisticated and 
knowledge-based.  
 

3. Key Findings, Lessons, and Recommendations of Previous IED Evaluations  
 

24. The 2012 Validation of the Final Review of Country Operations, 2000–2011 found that 
ADB operations were successful (footnote 2). It noted, however, that there was no strategic 
document for the period 2007–2010 when 48% of operations were approved and when strategic 
priorities for ADB support shifted from a poverty reduction focus to an infrastructure development 
focus. The validation recommended that: (i) ADB always have a valid country strategy under 

                                                
12 President of the Republic of Azerbaijan. 2008. State Program on Poverty Reduction and Sustainable Development, Republic of 

Azerbaijan. 2008–2015. Baku; and Decree of the President of the Republic of Azerbaijan on approval of the Roadmap on National 
Economy and Main Sectors of the Economy dated 9 December 2016; and Center for Analysis of Economic Reforms and 
Communications. 2017. Strategic Road Map on National Economy and Key Sectors of The Economy of Azerbaijan. Baku.  
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which to operate with special consideration accorded in annual programming to long-term MFFs 
in light of changing country conditions; (ii) that inclusive growth should be supported by channeling 
infrastructure and private sector initiatives directly towards secondary towns and rural 
populations; and (iii) that ADB support should be designed to help diversify the economy given 
that oil and natural gas resources are finite. 
 
25. Project performance evaluation reports of ADB support to private banks and leasing 
companies in Azerbaijan found that this was generally successful in strengthening private lending.  
In the case of AGBANK and Bank Respublika, private credit expanded rapidly during the oil boom 
years, straining portfolio quality. The performance evaluation reports found that these two 
commercial private banks used ADB resources for making large, short term loans to corporate 
borrowers rather than to SMEs as was the original intention.13    

 
26. An East-West Highway Improvement Project assessment conducted by IED in 201714 
found that project costing had been inadequate. Project costs estimated during detailed design 
were twice as high as those estimated at appraisal. This led to some local roads and several 
project roads being excluded from the project, which in turn led to large cost savings. Ultimately, 
the total project cost at completion was 43% lower than the estimate at appraisal. Institutional 
reforms supported under the project had a mixed record. Key lessons include the need for 
accurate cost estimates to avoid large unused loans and the importance of selecting monitoring 
indicators that can be verified, validated and followed-up on.  
 
C. EVALUATION METHODOLOGY 
 

1. Evaluation Framework 
 

27. The evaluation will assess ADB development strategies over the period 2011–2017. In 
keeping with the CAPE guidelines, it will examine the extent to which ADB support met the 
objectives of the relevant CPS and their results frameworks (see Table 1).  
 

2. Theory of Change 
 

28. CAPE theory of change. The evaluation will be anchored on a theory of change based 
on country strategies results frameworks and the country programs in Azerbaijan (Figure 3). 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
13 IED. 2011. AZE: Private Banks and Leasing Companies in Azerbaijan—AGBank. Performance Evaluation Report. Manila: ADB; 

and IED. 2012. AZE: Private Banks and Leasing Companies in Azerbaijan—Bank Respublika. Performance Evaluation Report. 
Manila: ADB. 

14 IED. 2017. Azerbaijan: East West Highway Improvement Project. Performance Evaluation Report. Manila: ADB.  



10    
 

Figure 3: Theory of Change: ADB Support to Azerbaijan, 2011–2017 

 
ADB = Asian Development Bank, COBP = country operations business plan, CPS = country partnership strategy, PSM = public sector management. 
Source: Asian Development Bank Independent Evaluation Department.  

 
3. Evaluation Questions 

 
29. The overarching evaluation question of the CAPE is: to what extent are ADB supported 
operations in 2011–2017 contributing to inclusive growth, economic diversification, expanded 
access to social services, macroeconomic stability, and support for economic policy reform? To 
this end, results are assessed, and five standard sub-evaluation questions addressed, as 
stipulated by the CAPE guidelines (footnote 1) on relevance, effectiveness, efficiency, 
sustainability, and development impacts (Appendix D). The evaluation has special attention for 
Azerbaijan-specific questions as follows: 
 

(i) To what extent has ADB’s choice of sector programs helped to diversify 
economic activity? As mentioned in para. 22, the Azerbaijan economy needs to 
become less reliant on hydrocarbons in the long-term to reduce vulnerability to 
global shocks and to restore more sustainable rates of economic growth and socio-
economic development. However, it is not apparent what works and what doesn't 
in terms of fostering a more diverse and less oil-dependent economy. Are better 
transport links and/or access to more reliable power the optimal contributions to 
stimulate a more diversified economy?  If non-oil investment is to become the 
driver of more inclusive growth, should the mix of activities be different? Although 
it’s recognized that the issue is a long-term one, this question will explore how and 
why ADB’s focus on investments and strategic reforms aimed at helping to 
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diversify economic activity has changed during the evaluation period, and the 
extent to which this remains a key development issue for the new CPS. 
 

(ii) To what extent has ADB’s partnership fostered inclusive growth by reducing 
regional development disparities? Given the huge socio-economic disparity 
between Baku and the Absheron Peninsula relative to the other Azerbaijan rayons 
and the Nakhchivan Autonomous Republic, this question will explore how and why 
ADB’s strategy to reduce regional disparities has changed during the evaluation 
period. It will examine the partnership’s ongoing relevance to addressing regional 
disparities, how support for the rayon areas has changed, and the extent to which 
this remains a key development issue for the new CPS. 
 

(iii) How appropriate is the use of the MFF modality to spurring infrastructure 
development in Azerbaijan? Twelve out of the 19 sovereign loans covered by 
the evaluation period have been approved as part of four MFFs in the transport, 
water, and energy sectors. However, there are some indications that institutional 
weaknesses, frequent changes in institutional arrangements, and changes in 
investment priorities have affected the implementation of some of these MFFs. 
How vulnerable are the MFFs to these factors and how likely is it that the volume 
outstanding under those MFFs will be modified?  

 
(iv) Has ADB appropriately positioned its support for economic and policy 

reform? As discussed earlier, one of the key Government challenges is to 
safeguard macroeconomic stability to restore investor confidence and stimulate 
economic recovery. Although it may be too early to determine the results of the 
two large ADB-financed PBLs for supporting economic and policy reforms, the 
positioning of ADB’s work relative to the macro and structural reform support from 
other development partners can be assessed. 

 
30. Answers to these questions will mainly help inform the CAPE’s analyses of ADB’s 
relevance and overall development impact. 
 

4. Evaluation Method 
 

31. Overall CAPE assessment. The evaluation will follow the assessment approach set out 
in the 2015 CAPE guidelines (footnote 1).  
 
32. The main evaluation activity will consist of four sovereign sector program assessments 
(sovereign operations) in: (i) transport, (ii) energy, (iii) WUS, and (iv) PSM. These studies will 
carefully assess sector portfolio performance drawing on evidence collected through qualitative 
and quantitative methods. For those projects that completed over the period, the discussed of 
their performance will be drawn from: (i) validated project completion reports and other evaluation 
evidence; 15  and (ii) project field visits and interviews with project beneficiaries, government 
officials, ADB staff, and other stakeholders.   

 
33. Given the large size of the nonsovereign portfolio (22% of total portfolio by amount), a 
private sector assessment will also be undertaken. ADB’s private sector operations during the 

                                                
15  For example, project/program completion reports, validations of project/program completion reports, project/program performance 

evaluation reports and other ADB documentation, such as back-to-office reports.  
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evaluation period consist of a mix of finance and energy projects, thus this assessment will be 
coordinated with those respective sector program assessments.  

 
34. Since the country program has many active projects, the sector portfolio assessments will 
assess projects/programs that are already effective. These projects/programs will be assessed 
through field visits, ADB documentation review, stakeholder consultations, and survey 
questionnaires where feasible. This information will be used to consider the performance of sector 
programs (para. 7).  

 
35. While IED does not have the resources to conduct detailed beneficiary assessments for 
each sector, consultations with project beneficiaries and other stakeholders will be undertaken as 
one method for collecting evidence to inform project relevance and effectiveness. Care will be 
taken to ensure that the feedback from beneficiaries is triangulated with other evidence to avoid 
selection bias.  

5. Limitations of Evaluation Methodology 
 

36. While the evaluation will assess the development impact of ADB’s contributions to 
achieving the objectives of the CPS and other strategic direction documents, it will not conduct 
rigorous impact evaluation or build a counter-factual to prove causality. Instead, findings on 
impact will be tested through triangulation with various data sources, consultations with project 
beneficiaries and non-beneficiaries, government officials, and other stakeholders, through visiting 
project sites, and examining project and other data sources to corroborate findings.     
 
D. IMPLEMENTATION ARRANGEMENTS 
 

1.  Work Plan 
 
37. The CAPE will be undertaken by a team of IED staff and international and national 
consultants. On IED’s side, there will be 7 staff contributing. They will be responsible for the 
delivery of sector program assessments and will work with 2 international, 5 in-country national 
consultants, and 1 headquarters-based consultant. The various team roles are summarized in 
Table 4 below. All consultants will be engaged in accordance with ADB guidelines.   
 

Table 4: Azerbaijan CAPE IED Team Members and Consultants 
CAPE Team Sector/Function Responsible IED Staff Consultants 
Team Leader, PSM, crosscutting 
themes 

Marco Gatti, Principal 
Evaluation Specialist  

1 Country Program and Thematic Evaluation 
Specialist (international) 
1 PSM Specialist (national) 

Energy Kapil Thukral, Principal 
Evaluation Specialist 

2 Energy Specialists (1 international, 1 national) 

Transport Marco Gatti, Principal 
Evaluation Specialist 

2 Transport Specialists (1 international, 1 
national) 

Private sector Lauren Hauck, Senior 
Evaluation Specialist 

 

Water and urban infrastructure 
and other services 

Tomoo Ueda, Principal 
Evaluation Specialist 

1 Water and Urban Specialist (national)  

Background research and analysis Lucille Ocenar, Evaluation 
Officer 

1 Evaluation Research Associate (HQ-based) 

Administrative and mission 
support 

Glennie Castillo, Associate 
Evaluation Analyst 
 

1 Evaluation Coordinator (national) 
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CAPE Team Sector/Function Responsible IED Staff Consultants 

Ed Alfred Abrahm Alvinez, 
Evaluation Assistant 

Internal review 2 Internal Commenters  

Total  7 IED Team Members   
2 Internal commenters 

3 International1 
5 National (in-country) 
1 HQ-based 

CAPE = country assistance program evaluation, IED = Independent Evaluation Department, HQ = headquarters, PSM = public sector 
management. 
1 Excluding 2 external reviewers, who may be either ADB staff or international consultants.  
Source: Asian Development Bank Independent Evaluation Department. 

 

2.  Consultant Requirements 
 
38. Individual international and national consultants will be recruited to help undertake sector 
program assessments. Each consultant will be expected to undertake desk related work as well 
as participate in the evaluation mission in May 2018. Generic terms of reference for international 
and national consultants is provided in Appendix E, but these will be tailored to meet specific 
requirements as necessary by each sector evaluation lead. National consultants will also be 
recruited to undertake desk work and support Azerbaijan mission logistics. The proposed timing 
and key evaluation activities and milestones are provided below. A lead consultant (country 
program and thematic evaluation specialist) will also be recruited to help the team leader design 
the evaluation approach. Final schedules will be determined in consultation with Central and West 
Asia Regional Department and depend on the consolidation of the CPS preparation schedule. 
 

3.  Proposed Schedule  
 

39. The CAPE schedule is shown in Table 5. The schedule is expedited relative to the regular 
CAPE schedule16 to synchronize with the preparation schedule of the next Azerbaijan CPS.  
 

Table 5: CAPE Schedule 

Activity  Tentative Schedule 

Approval of the EAP III May 2018 

Evaluation missions* III–IV May 2018 
First draft of sector assessments II June 2018 
One-stop review meeting IV July 2018 

Interdepartmental circulation I August 2018 
Government review I September 2018 
CAPE consultation mission II September 2018 
Director General-level meeting III September 2018 

Editing IV September 2018 
IED Director General approval II October 2018 
Development Effectiveness Committee Meeting I November 2018 

* Scoping mission was held on 17–30 April 2018. 
CAPE = country assistance program evaluation, EAP = evaluation approach paper, IED = Independent 
Evaluation Department. 
Source: Asian Development Bank Independent Evaluation Department. 

 

                                                
16 As per CAPE Guidelines, CAPEs normally take at least 12 months from evaluation approach paper approval to meeting of the 

Development Effectiveness Committee of the Board. Unlike a CPS Final Review Validation, there is no need for concerned regional 
department to prepare a CPS Final Review before the CAPE. 



14    
 

E. COST ESTIMATE AND FINANCING 
 
40. Approval is sought for financing the CAPE from technical assistance funds and staff 
consulting budget. Cost estimates are set out in Appendix F. 
 
F. DISSEMINATION 
 
41. The final CAPE with Management Response and Chair’s Summary of a Development 
Effectiveness Committee meeting, and two-page learning curves of the CAPE will be 
disseminated after the Development Effectiveness Committee meeting.  
 
 
 
APPENDIXES: 
 
A. ADB Country Program Strategies 
B. Overview of ADB Support to Azerbaijan, 2011–2017 
C. Azerbaijan Loans and Technical Assistance Portfolio Covered by the Evaluation,  

2011–2017 
D. Evaluation Framework and Country Level Rating System  
E. Terms of References (not for public disclosure) 
F. Cost Estimates (redacted) 
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ADB COUNTRY PROGRAM STRATEGIES IN AZERBAIJAN 
 

1. ADB activities and interventions over the 2011–2017 evaluation period were guided by 
seven key strategic documents: one CPS and six COBPs.1 In addition, immediate prior to the 
evaluation period, the 2006 CSP Update (CSPU) provided strategic guidance for operations.  
 
2. Early strategic guidance. The first strategy document to guide ADB’s operations in 
Azerbaijan was the Interim Operational Strategy approved in December 2000.2 This was intended 
to guide operations during 2001–2003 until a full-scale country strategy could be prepared. 
However, the full strategy was only prepared in 2014, thus, ADB operated without a formal country 
strategy in place for 10 years from 2004 until 2013. A partnership strategy was to have been 
belatedly prepared in 2007, but this was not done at that time because of uncertainty regarding 
government interest in borrowing from international financial institutions and a lack of clarity in the 
forward lending program.  

 
3. 2006 CSPU. In the absence of a formal country strategy, ADB operations during 2006–
2010 was guided by a CSP Update (CSPU) that was issued in 2006.3 The CSPU shifted the ADB 
support focus from poverty reduction to infrastructure and private sector development. After a 
decade of rapid economic growth and poverty reduction, the government’s focus had shifted to 
improving infrastructure links with neighbouring countries and improving competitiveness. The 
CSPU identified education, energy, transport, urban development, and water supply and 
sanitation as possible focus areas. It highlighted that an assessment of Azerbaijan’s repayment 
capacity in light of the oil-led economic growth rates showed that the country could prudently 
increase its level of non-concessional borrowing. It argued that the shift towards less concessional 
financing would necessitate a readjustment in the emphasis of ADB’s country program. It added 
that the government had indicated its willingness to use ordinary capital resources (OCR) 
financing for projects in transport, energy, and water supply and sanitation. It identified a larger 
pipeline of projects in roads and water supply and sanitation than in previous CSPUs and 
indicated that ADB would also address areas of the energy sector, such as renewable energy and 
gas supply in underdeveloped areas to bring power and heating to the poor. The CSPU also 
signalled ADB’s intention to deploy private sector operations in support of privatization or to assist 
private entities in key sectors. Support for regional towns was to be expanded, in line with 
government’s decentralization efforts with funds earmarked to assist IDPs. Basic education was 
to be an emerging area of support, while ADB was to exit from assistance to the agriculture and 
rural development.  
 
4. 2011 COBP. ADB’s 2011 COBP4 was an interim step in the preparation of a new CPS in 
2013. While the primary objective of ADB operations in Azerbaijan remained unchanged since 
2006, the focus of ADB support was narrowed to supporting physical infrastructure. Sector 
priorities were identified as transport, energy, and water supply and sanitation. In the transport 
sector, ADB’s focus was on reconstruction and rehabilitation of highways, and sector-wide 
management and reforms. In the energy sector, support was to be provided for rehabilitation and 
upgrading of transmission and distribution lines, and sector-wide institutional and capacity 

                                                
1  One full CPS was issued in September 2014 covering 2014–2018. Six COBPs had been issued: (i) in 2011 covering 2011–2013; 

(ii) in 2012 updating the earlier COBP and covering 2012–2014; (iii) in 2014 covering 2014–2016 which was issued while the 2014 
CPS was being prepared and the priorities identified were consistent with the CPS; (iv) in March 2015 covering 2015–2017; (v) in 
December 2015 covering 2016–2018; and (vi) in 2017 covering 2018–2020, which is the latest COBP and acknowledged the shift 
in strategic directions and priorities initiated in 2016 and 2017. 

2   ADB. 2000. Economic Report and Interim Operational Strategy for Azerbaijan. Manila. 
3   ADB. 2006. Country Strategy and Program Update: Azerbaijan. Manila. 
4  ADB. 2011. Country Operations Business Plan: Azerbaijan, 2011–2013. Manila. The CAPE considers the COBP as country planning 

document in the absence of a full CPS for the period 2011–2013. 



16        Appendix A 
 

building. In the water supply and sanitation sector, the emphasis was to be provided to water 
supply and sanitation services, wastewater treatment, and sector-wide institutional development 
and capacity building. An indicative pipeline, averaging $315 million per annum for the 2011–
2013 period was proposed, with ADB support to be delivered entirely in the form of a series of 
MFFs. These were to cover road network development, water supply and sanitation, power 
distribution, border highway investment and urban transport investment. The COBP declared that 
ADB would continue to support private sector operations in trade finance and financial sector 
development, while exploring private sector investment opportunities in energy, logistics, 
agribusiness and shipping.   
 
5. 2014 CPS. ADB’s first CPS for Azerbaijan was issued in 2014 covering the period 2014–
2018 period. 5  The CPS was designed to support Azerbaijan’s transition to a diversified, 
knowledge-based economy, and bolster sustainable, non-oil economic growth. It focused ADB 
support in the transport, urban infrastructure and services, and energy sectors. In transport, the 
main priorities were to help the government finish the East-West and North-South transport 
corridors, and to support institutional reforms that would strengthen road management and 
maintenance. In energy, the focus was on renewable energy development and upgrading the 
power distribution network. Policy dialogue on tariff and utility management was to continue while 
support was also to be provided to develop the legal framework to allow greater private 
participation in power generation. In the urban sector, the CPS envisioned a comprehensive 
approach with water supply and sanitation, urban transport and solid waste management to 
improve service coverage and environmental management in secondary towns, including in the 
central and northern regions and Nakhchivan Autonomous Republic. ADB support was to 
contribute to inclusive growth by upgrading infrastructure outside the Absheron Peninsula, 
stimulating new economic activities outside the capital, and lowering household costs for water 
and electricity. Private sector support was to continue promoting rural financial inclusion by 
providing lending to rural micro, small, and medium enterprises (MSMEs) and farmers, expanding 
the housing mortgage market, and deepening leasing and insurance. Trade finance would help 
fill market gaps, and nonsovereign projects were to be initiated in the downstream petrochemicals 
industry. Advisory assistance to the Central Bank was to be provided to help develop the policy 
and regulatory framework for microfinance. ADB was also to help prepare an enabling 
environment for PPPs and develop PPP projects for ADB finance. To achieve these goals, the 
CPS targeted OCR funding of $752 million for infrastructure projects during the period 2014–
2017.    
 
6. 2017 COBP. ADB’s strategic priorities were enhanced in 2016 in response to the sharp 
fall in global petroleum prices and the two currency devaluations in 2015. A $500 million 
Countercyclical Support Facility Program was approved in December 2016 to help support the 
government’s countercyclical, fiscal stimulus program. This was complemented by a $500 million 
direct nonsovereign loan and a $500 million partial credit guarantee with a sovereign guarantee 
to help the government to continue the development of the Shah Deniz Gas Field expansion 
program, one of the world’s largest gas fields, during challenging times globally for oil and gas 
investments. The Shah Deniz project also supported the energy sector by encouraging foreign 
operators to develop similar gas fields, opening the European market to Azerbaijan gas exports, 
and increasing foreign direct investment in the country. The move from infrastructure financing to 
support for macroeconomic stabilization and economic reform was signalled in the 2017 COBP6 
covering the period 2018–2020, issued in September 2017. 

 

                                                
5 ADB. 2014. Country Partnership Strategy: Azerbaijan, 2014–2018. Manila. 
6 ADB. 2017. Country Operations Business Plan: Azerbaijan, 2018–2020. Manila. 
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7. In response to a less favourable economic environment, the COBP signalled ADB’s 
strategic intention to focus on programmatic, policy-based lending in PSM, and railway sector 
reform and development. To help contribute to macroeconomic stability, ADB’s public sector 
operations were to be aimed at strengthening the country’s public expenditure framework, the 
governance of state-owned enterprises, and support financial sector deepening. Public sector 
support was also to be used for improving railway infrastructure to help Azerbaijan capitalize on 
its crossroads location. Private sector operations would continue to support infrastructure finance 
while engaging with commercial banks to on-lend to small and medium-sized enterprises. The 
COBP sharpened the focus of ADB support from infrastructure development to PSM and transport 
development, with $450 million in lending programmed for 2017 on a standby basis and $250 
million programmed for 2018–2020.  
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OVERVIEW OF ADB SUPPORT TO AZERBAIJAN, 2011–2017 
 

1. Evaluation Portfolio. Over the evaluation period, ADB approved 48 lending and 

nonlending operations ($ 4.9 billion). The evaluation will cover 21 sovereign loans and partial 

credit guarantees (with sovereign guarantee) ($ 3.9 billion), 10 nonsovereign loans ($ 992 million), 
and 17 TA projects ($ 15.7 million); 80% of the allocation for programs and projects was directed 

to the public sector, while nonsovereign investments accounted for 20%. The country assistance 

program evaluation (CAPE) portfolio comprised of programs and projects supported by loans, 

guarantees, and technical assistance (TA), including nonsovereign operations, approved during 

2011–2017 and those approved prior to 2011 but are implemented (active/closed) during the 
evaluation period. Figure B.1 presents annual approvals from 2004 to 2017 covered by the 

evaluation.  
 
2. The sharp increase in sovereign loan approvals in 2016 was due to a countercyclical 

support facility program ($500 million) to support the government’s fiscal stimulus program to 
mitigate the significant negative economic impact caused by the crash in oil prices and the 
recession in the country’s trading partners, which has sparked recession in Azerbaijan.1 2015 was 

a unique year for ADB operations in Azerbaijan in that there were nonsovereign investments,2 but 

no public sector lending. This coincided with the economic conditions that emerged in the second 

half of the 2014, negative impact of which persisted on the country’s economic dynamics during 
the following year.3  
 

Figure AB.1: CAPE Portfolio Annual Approvals (in $ million)a 

 
    a Reflects sovereign and nonsovereign operations. 
    Source: Asian Development Bank Independent Evaluation Department. 

                                                
1  ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant for Countercyclical Support Facility Program for Republic of Azerbaijan. Manila. 
2 The nonsovereign investment in 2015 was with LukOil for their investment in the Shah Deniz Phase II Gas Field Expansion Project 

in Azerbaijan under a classic project finance structure. As such, the credit quality of the investment was mitigated from Azerbaijan’s 
deteriorating macroeconomic conditions. 

3  Center for Economic and Social Development. 2016. The Economy of Azerbaijan in 2015: Independent View. Baku, Azerbaijan. 
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3. The focus areas of ADB support to Azerbaijan was mainly in infrastructure sectors 
(transport, energy, and water and urban), with investments for private sector development, as 

reflected in the country operations business plan (COBP) 2011–2013 and its update (2012–2014) 

as well as in the country partnership strategy 2014–2018 and accompanying COBPs (2014–2016, 

2015–2017, 2016–2018). In late 2016, ADB had to respond to the operations from infrastructure 
financing to support for economic reform. This is signaled by COBP 2018–2020 issued in 

September 2017. Figures B.2 and B.3 present the sector distribution of ADB support to Azerbaijan 

from 2011–2017 in terms of approved amount. The list of loans and TA is presented in Appendix 

C. 
 

 
 
 

Figure AB.2: ADB Sovereign Support to 
Azerbaijan, 2011–2017 (by sector) 

36%

29%

19%

16% 0.04%

TRA ENE PSM WUS FIN

Figure AB.3: ADB Nonsovereign Support 
to Azerbaijan, 2011–2017 (by sector) 

 

78%

22%

ENE FIN

ENE = energy, FIN = finance, PSM = public sector 
management, TRA = transport, WUS = water and other 
urban infrastructure and services. 
Includes TA projects. Figures do not total to 100% due to 
rounding. 
Source: Asian Development Bank Independent Evaluation 

ENE = energy, FIN = finance. 
Source: Asian Development Bank Independent 
Evaluation Department. 
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AZERBAIJAN LOANS, GUARANTEES, AND TECHNICAL ASSISTANCE PORTFOLIO 
COVERED BY THE EVALUATION, 2011–2017 

 
Table AC.1: Sovereign Loans and Guarantees 

Project No. 

Loan/ 

Guarantee 
No. Project Title 

Approved 
Amount 

($ million) 
Fund 

Source 
Approval 

Date 
Closing 

Datea 

PCR/ 
[PVR/PPER] 

Rating 
Energy 

49451-002 3492 
Shah Deniz Gas Field 
Expansion 500.0 OCR 7-Dec-16 Active   

42401-015 3407 

Power Distribution 
Enhancement Investment 
Program - Tranche 1 
[MFF 0091]  250.0 OCR 19-Jul-16 Active   

43406-013 2646 
Janub Gas-Fired Power 
Plant  232.3  OCR 4-Jan-10 11-Mar-11b   

42085-013 2437 
Power Transmission 
Enhancement Project 160.0 OCR 10-Sep-08 16-Jun-14 S [S] 

    Subtotal 1142.3         
Public sector management 

51059-001 3616 

Improving Governance and 
Public Sector Efficiency 
Program (Subprogram 1) 250.0 OCR 6-Dec-17 Active   

50145-001 3486 
Countercyclical Support 
Facility Program 500.0 OCR 7-Dec-16 2-Feb-17   

    Subtotal 750.0         
Transport 
48386-004 3615 Railway Sector Development 

Program 
 

150.0 OCR 6-Dec-17 Active   

48386-004 3614 250.0 OCR 6-Dec-17 Active   

45389-004 3144 

Second Road Network 
Development Investment 
Program - Tranche 2  
[MFF 0071] 250.0 OCR 29-Jul-14 Active   

39176-044 3116 

Road Network Development 
Program - Tranche 4  
[MFF 0014] 45.0 OCR 27-Mar-14 Active   

45389-002 2921 

Second Road Network 
Development Investment 
Program - Tranche 1  
[MFF 0071] 250.0 OCR 25-Oct-12 Active   

39176-043 2831 

Road Network Development 
Program - Tranche 3 
[MFF 0014] 200.0 OCR 14-Dec-11 Active   

39176-033 2433 

Road Network Development 
Program - Tranche 2 
[MFF 0014] 

55.4 
 OCR 22-Aug-08 24-Apr-13 S [S] 

39176-023  2355 

Road Network Development 
Program - Tranche 1 
[MFF 0014] 
 

10.0 COL 4-Oct-07 Active   

39176-023   2354 190.0 OCR 4-Oct-07 

Active 
(during the 
evaluation 

period;  
closed on 

12-Jan-2018) 
  
 

    Subtotal 1400.4         
Water and other urban infrastructure and servicesc 

42408-044 3411d 

Water Supply and Sanitation 
Investment Program - 
Tranche 4 (Additional 
Financing) [MFF 0032] 

75.0 
 OCR 9-Aug-16 9-Aug-17   
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Project No. 

Loan/ 

Guarantee 
No. Project Title 

Approved 
Amount 

($ million) 
Fund 

Source 
Approval 

Date 
Closing 

Datea 

PCR/ 
[PVR/PPER] 

Rating 

42408-043 3079 

Water Supply and Sanitation 
Investment Program-
Tranche 3 [MFF 0032] 150.0 OCR 5-Dec-13 Active   

  
42408-033  2842 

Water Supply and Sanitation 
Investment Program - 
Tranche 2 [MFF 0032] 300.0 OCR 22-Dec-11 Active   

42408-023 2571 

Water Supply and Sanitation 
Investment Program - 
Tranche 1 [MFF 0032] 75.0 OCR 14-Oct-09 8-Nov-17   

35087-013 

2120 
Urban Water Supply and 
Sanitation 

20.0 OCR 7-Dec-04 6-Feb-2012 

LS [LS] 2119 10.0 COL 7-Dec-04 
20-Nov-

2011 
    Subtotal 630.0         
    Grand total 3922.7         
COL = concessional OCR, LS = less than successful, MFF = multitranche financing facility, OCR = regular ordinary capital resources, PCR = 
program/project completion report, PPER = program/project performance evaluation report, PVR = PCR validation report, S = successful. 
a Refers to financial closing. 
b Cancellation date; Sovereign guarantee (partial credit guarantee) of $232.32 million was cancelled.  
c One project supported by two loans (Loans 2119/2120) included in CPSFRV 2012, the Urban Water Supply and Sanitation, approved in December 

2004 and physically completed in June 2011 and with PCR in 2011, is used as reference and covered by the evaluation.  
d Terminated due to lapse of loan validity (memo dated September 2017). $75 million was terminated. 
Sources: Loan, TA, Grant, and Equity Approvals database, Mainframe, and eOps. 

 

Table AC.2: Technical Assistancea 

Project No. 
TA 
No. TA Title Type 

Total 
Amount 

Approval 
Date 

Closing 
Dateb 

TCR/ 
[TPER] 
Rating 

Energy 

50079-001 9151 
Preparing a Power Sector 
Financial Recovery Plan PA    1,200,000  05-Aug-16 Active   

50079-001 9151 

Preparing a Power Sector 
Financial Recovery Plan 
(Supplementary) PA       100,000 15-Sep-17 Active   

49451-001 9106 
Shah Deniz Stage II 
Investment Plan PP    1,000,000 26-Apr-16 Active   

42401-016 8891 

Power Distribution 
Enhancement Investment 
Program PP       800,000 04-May-15 Active   

48200-001 8730 

Preparing an Enabling 
Environment for Private 
Sector Participation in the 
Power Sector PA       800,000 26-Sep-14 Active   

47008-001 8364 

Renewable Energy 
Development (Biomass 
Cogeneration) PP    1,000,000 08-May-13 31-May-17 LS  

42401-012 7253 

Power Distribution 
Development Investment 
Program PP    1,000,000 20-Mar-09 31-Dec-12   

      Subtotal    5,900,000       
Finance 

48917-001 8864 
Capacity Building for Rural 
Financial Inclusion CD       750,000 24-Dec-14 Active   

46536-001 8621 
Microfinance Sector 
Development PA       600,000  21-Feb-14 29-Mar-17  LS 

      Subtotal    1,350,000       
Public sector management 

51355-001 9445 
Rapid Response Support for 
Strategic Reforms   PA       225,000  06-Dec-17 Active   
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Project No. 
TA 
No. TA Title Type 

Total 
Amount 

Approval 
Date 

Closing 
Dateb 

TCR/ 
[TPER] 
Rating 

50145-001 9259 
Improving Public Sector 
Efficiency PA    1,200,000  07-Dec-16 Active   

      Subtotal 1,425,000.0        
Transport 

 48386-004 9439 

Capacity Development and 
Reform Support for Railway 
Sector Development  PA    1,000,000  06-Dec-17 Active   

48386-001 9154 
Railway Sector Development 
Program PP    1,000,000  04-Jul-16 Active   

48386-001 9154 
Railway Sector Development 
Program (Supplementary) PP       330,000 06-Dec-17 Active   

47372-001 8790 

Third Road Network 
Development Investment 
Program PP    1,400,000 12-Dec-14 30-May-16c  

46130-001 8152 

Baku Sustainable Urban 
Transport Investment 
Program PP       925,000 06-Sep-12 30-Apr-16 

LS 
46130-001 8152 

Baku Sustainable Urban 
Transport Investment 
Program (Supplementary) PP       120,000 24-Oct-14 30-Apr-16 

46130-001 8152 

Baku Sustainable Urban 
Transport Investment 
Program (2nd 
Supplementary) PP       730,000 15-Dec-14 30-Apr-16 

45389-003 
8071 

d 
Second Road Network 
Development Program PP       225,000  13-Apr-12 24-Oct-13   

      Subtotal    5,730,000       

Water and urban infrastructure and other services 

46522-001 8670e 
Solid Waste Management for 
Intermediary Cities PP    1,025,000  26-Jun-14 28-Dec-16   

46522-001 8670e 

Solid Waste Management for 
Intermediary Cities 
(Supplementary) PP       225,000 03-Dec-15 28-Dec-16   

      Subtotal    1,250,000       
      Grand total  15,655,000        

CD = capacity development TA, LS = less than successful, PA = policy advisory TA, PP = project preparatory TA, TA = technical assistance, TCR = 
TA completion report, TPER = TA performance evaluation report. 
a The evaluation will also examine regional TA projects in Azerbaijan. 
b Refers to financial closing. 
c Cancellation date. 
d Covered by the evaluation; and was active at the time of CPSFRV 2012 and was closed during the CAPE period. 
e Did not materialize into a loan (dropped since it was not a priority of the Government in 2017). Two other PPTA projects did not materialize into 
loans (TA 8152 and TA 8364). 
Sources: Loan, TA, Grant, and Equity Approvals database, Mainframe, and eOps.  
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Table AC.3: Nonsovereign Loansa 

Invest 
ment/ 
Loan/ 
Guaran 
tee No. 

Company  
[Project Name] 

Non 
sovereign 

Type 
Equity 
Facility 

OCR, 
Regular 

($ million) 

OCR, 
Conces 
sional 

($ million) 
Total 

($ million) 
B-Loan 

($ million) 

Guaran 
tees 

($ million) 

Combined 
Amount 

($ million) 
Approval 

Date 
XARR/ 
[XVR] 

Energy 

7499/ 
3498 

Southern Gas 
Corridor CJSC 
[Shah Deniz Gas 
Field Expansion] 

Public - 500.0 - 500.0 - - 500.0 07-Dec-16 

  
7453/ 
3270 

Lukoil Overseas 
Shah Deniz [Shah 
Deniz Phase II Gas 
Field Expansion] 

Private - 250.0 - 250.0 225.0 - 475.0 05-Aug-15 

  
7313/ 
2637b 

Garadagh Cement 
Open Joint Stock 
Company 
[Garadagh Cement 
Expansion and 
Energy Efficiency 
Project] 

- - 27.0 - 27.0 - - 27.0 01-Jun-10 

S [S] 
  Subtotal     777.0  777.0 225.0  1,002.0    

Finance 

7447/ 
3254c 

Finca Azerbaijan 
[Improving 
Financial Service 
Outreach for 
Agriculture] 

Private - 20.0 - 20.0 5.0 - 25.0 22-Apr-15 

  
7446/ 
3253 

AccessBank 
Azerbaijan 
[Improving 
Financial Service 
Outreach for 
Agriculture] 

Private - 75.0 - 75.0 - - 75.0 22-Apr-15 

  
7441/ 
3234 

Demir Bank 
[Supporting Micro, 
Small, and 
Medium-Sized 
Enterprises] 

Private - 20.0 - 20.0 - - 20.0 10-Dec-14 

  
7388/ 
3011 

AccessBank 
Azerbaijan 

Private - 50.0 - 50.0 - - 50.0 19-Jul-13 
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Invest 
ment/ 
Loan/ 
Guaran 
tee No. 

Company  
[Project Name] 

Non 
sovereign 

Type 
Equity 
Facility 

OCR, 
Regular 

($ million) 

OCR, 
Conces 
sional 

($ million) 
Total 

($ million) 
B-Loan 

($ million) 

Guaran 
tees 

($ million) 

Combined 
Amount 

($ million) 
Approval 

Date 
XARR/ 
[XVR] 

[Promoting Rural 
Financial Inclusion] 

7266/ 
2364d 

International Bank 
of Azerbaijan 

- - 40.0 - 40.0 - - 40.0 05-Nov-07 
S [LS] 

7258/ 
2341e 

Bank of Baku - - 6.0 - 6.0 - - 6.0 01-Aug-07 
S [S] 

7229/ 
2233-03f 

AccessBank - - 4.0 - 4.0 - - 4.0 30-Mar-06 
HS [HS] 

  Subtotal     215.0  215.0   220.0    
  Grand total     992.0  992.0   1,222.0    

HS = highly successful, LS = less than successful, OCR = ordinary capital resources, S = successful, XARR = extended annual review report, XVR = XARR validation report. 
a  The evaluation will also examine the trade finance program activities in Azerbaijan. 
b Covered by the evaluation; and was active at the time of CPSFRV 2012 and XARR was issued during the CAPE period (2014). 
c Fully terminated on 29 Nov 2017. 
d Covered by the evaluation; and was active at the time of CPSFRV 2012 and XARR was issued during the CAPE period (2014). 
e Covered by the evaluation; and was active at the time of CPSFRV 2012 and XARR was issued during the CAPE period (2011). 
f Covered by the evaluation; and was active at the time of CPSFRV 2012 and XARR was issued during the CAPE period (2011). 
Source: Loan, TA, Grant, and Equity Approvals database. 
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EVALUATION FRAMEWORK AND COUNTRY LEVEL RATING SYSTEM  
 

Evaluation 
Framework and 
Country Level Rating 
System Sub Evaluation Questions Indicators Evaluation Activities 

R
e
le

v
a

n
c

e
 

2
0

%
 

Were the CPS strategic objectives valid in 
relation to: (a) the country's development 
needs and challenges, and (b) ADB’s 
corporate strategies and priorities? How 
did ADB position itself and its work in 
partnership with other development 
partners? How were upstream public and 
private sector operations aligned? 
 
How relevant is ADB in terms of the 
government’s (i) transition from a traditional 
economy to a knowledge-based economy, 
and (ii) move towards a sustainable non-oil 
economic growth? 
 
Were the delivery modalities adopted by ADB 
appropriate? 
 

• Share of ADB in total ODA 
• Distribution of ADB investment across Azerbaijan 
• Trends/shifts in portfolio support (e.g., oil versus non-oil, 

urban versus rural [remote villages having access to 
communication, health, education, and financial services] 
support) 

• Relevance of ADB project interventions to regional 
cooperation and integration, private sector development, 
governance, knowledge solutions, and environment and 
climate change 

• Relevance to employment creation and generation, 
especially for women and the poor in rural areas 

• Delivery modalities used & share of each to total 

Review of ADB documents, 
including evaluation reports 
relevant to Azerbaijan 
Sector portfolio reviews 
Review of country diagnostic 
studies and relevant literature 
Country visits and interviews with 
concerned officials 
Perceptions survey of stakeholders 
(if possible) 
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Evaluation 
Framework and 
Country Level Rating 
System Sub Evaluation Questions Indicators Evaluation Activities 

E
ff

e
c

ti
v

e
n

e
s

s
 

2
0

%
 

Were the outcomes of the projects, 
programs, or TA interventions, as defined 
in the original documents approved by 
ADB, achieved or (if outcome data are 
lacking) were outputs underway likely to 
achieve such outcomes? 
 
How effective was ADB in supporting 
economic diversification and expanded 
opportunities for citizens through non-oil 
sector development? 

• Improved connectivity (more efficient, reliable, and safer 
movement) of people and goods to domestic and 
international markets 

➢ Road freight traffic increased by 25% in 2020 (2010 
baseline: 11,325 million ton-km) 

➢ Passenger traffic by road increased by 20% in 2020 
(2010 baseline: 16,633 million passenger-km) 

➢ Road traffic deaths per 100,000 population reduced 
by 25% (to 7.7) by 2020 (2010 baseline: 10.3) 

➢ Reduced number of buses operating in the city 
center from 700 (2014) to 400 by 2018, while 
keeping the same level of service. 

• Increased and more efficient use of energy resources, 
including renewable energy 

➢ Electricity service usage increased to 99.9% of the 
population by 2020 (2011 baseline: 85%) 

➢ Electricity consumption per capita increased to 
2,500 kWh by 2018 (2011 baseline: 1,650 kWh) 

➢ Total revenue from electricity sales increased to 
$900 million by 2018 (2011 baseline: $862 million) 

➢ CO2 emissions (tCO2 per year) reduced by 24,000 
tons per year by 2020 (2011 baseline: 0) 

• Increased use of water supply, sanitation, and municipal 
services by urban residents 

➢ Per capita residential water consumption increases 
by 100% by 2018 (2009 baseline: 60 liters per capita 
per day) 

➢ Percentage of wastewater collected and treated is 
increased to 80% by 2018 (2009 baseline: 5%) 

➢ Solid waste treated and disposed according to 
international standards increased to 1,500 tons per 
day by 2020 (2013 baseline: 500 tons per day) 

• Improved allocative efficiency of state budget resources, 
enhanced performance of state-owned enterprises, and 
reduced cost of financial intermediation in the public and 
private sectors (Source: COBP 2018-2020) 

Sector portfolio assessments and 
performance ratings from 
evaluation reports 
Project site visits 
Beneficiary assessments and 
interviews 
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Evaluation 
Framework and 
Country Level Rating 
System Sub Evaluation Questions Indicators Evaluation Activities 

E
ff

ic
ie

n
c
y
 

2
0

%
 

How efficiently has ADB’s sector support 
been delivered over the evaluation period? 
 
 

• Aggregation of performance of sector portfolios based on: 
CPS program’s costs versus its benefits, relative to original 
objectives and least-cost alternatives, project economic 
internal rates of return 

• Contract awards and disbursements performance. Other 
measures (e.g., project implementation delays, aspects of 
design and implementation that either contributed to or 
reduced efficiency) 

• Capacity support for project implementation 

Review of ADB and IED 
documentation 
Field work and consultations with 
government officials and ADB staff 
 

S
u

s
ta

in
a
b

il
it

y
 

2
0

%
 

Are the outputs and outcomes of ADB 
support sustainable over the medium 
term, technically, financially, 
environmentally, socially, politically, and 
institutionally? 
 
 
To what extent has ADB support for 
macroeconomic reform and public sector 
management contributed to sustainable and 
inclusive growth? 
 
To what extent has ADB supported capacity 
development to ensure the sustainability of 
the projects/programs it financed? 

• Aggregation of sector-level likelihood of sustainability 
based on adequacy of financing (e.g., project financial 
internal rates of return), O&M, institutional and human 
resources and other factors 

• Capacity support for project implementation 
• ADB support for macroeconomic reforms, especially those 

related to public expenditure and fiscal management, 
reform of state-owned enterprises, and public debt 
management 

• Revenue/GDP ratio 
• Debt/GDP, debt servicing/GDP, discretionary spending 

Political economy, governance 
assessment 
Portfolio sector assessments 

D
e
v

e
lo

p
m

e
n

t 
Im

p
a

c
ts

 
2

0
%

 

Has ADB contributed to achieving the 
objectives of the CPS, not only directly 
through its sector programs, but also by 
the implementation of cross-cutting 
agendas e.g. the environment, climate 
change, gender, and governance? 
 
 

• Sustainable and efficient transport network and services 
with improved safety, better logistics corridors, and better 
access to domestic and international markets developed 

• Expanded power system and improved efficiency of energy 
use, including renewable energy resources 

• Efficient, sustainable, and environmentally friendly urban 
environment 

• Improved environment for private sector investment 
• Wider range of financial products and services 
• Improved human development outcomes 
• Improved public financial management 

Portfolio sector assessments, 
beneficiary assessments, 
performance ratings from 
evaluation reports 
Analysis of government surveys 
and country socio-economic 
reports 

ADB = Asian Development Bank, CO2 = carbon dioxide, COBP = country operations business plan, CPS = country partnership strategy, GDP = gross domestic product, IED = Independent Evaluation 
Department, km = kilometer, kWh = kilowatt-hour, O&M = operation and maintenance, ODA = official development assistance, TA = technical assistance, tCO2 = tons of carbon dioxide. 
Source: Independent Evaluation Department. 

 
 
 


