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Executive Summary  
 
 
 
The Asian Development Bank (ADB) country partnership strategy (CPS), 2014–2018 for Armenia aimed 
to assist Armenia to integrate its economy regionally, and to rebalance it toward more resilient, inclusive, 
and environmentally sustainable growth. ADB’s program—comprising approved, completed, and 
ongoing loans, grants, and technical assistance (TA)—totaled $1,272 million during 2014–2018. By 
volume of financing, the sector allocation included about 57% for transport; 15% for public sector 
management; 14% for water and other urban infrastructure and services; 8% for finance; 4% for energy; 
1% for education; and 1% for industry and trade. 
  
This report assessed the CPS 2014–2018 successful. Many outputs and outcomes under various projects 
were achieved and contributed to the development outcomes of supporting economic growth, increasing 
employment, reducing poverty, reducing environmental risks, improving the business environment and 
national competitiveness, and strengthening public administration. The efficiency of the CPS was affected 
by delays in project start-up and procurement. Fiscal consolidation during the latter part of the strategy 
period also restricted counterpart funding, but the expected outcome of strengthened public finances 
should enhance the sustainability of the program and Armenia’s broader development efforts.  
  
The validation makes five recommendations for ADB’s future support to Armenia: (i) focus and align 
ADB’s future program with its core strengths and comparative advantage; (ii) work with the government 
to strengthen multisector development partner coordination; (iii) continue to strengthen project 
implementation capacity within line ministries; (iv) build a knowledge-based relationship with Armenia; 
and (v) monitor the nonsovereign portfolio in Armenia for its important potential  to derive useful lessons 
for ADB nonsovereign operations in other transition economies; and to ensure its rapid recent growth 
does not subsequently reveal issues. 
 
  
 
The Independent Evaluation Department (IED) of 
the Asian Development Bank (ADB) validated the 
Central and West Asia Department (CWRD) 
country partnership strategy final review (CPSFR) 
of the country partnership strategy (CPS), 2014–
2018 for Armenia. The validation assessed 
approved, closed, and ongoing ADB operations 
during the CPS period to provide lessons and 
recommendations to inform ADB’s future country 
program in Armenia. In addition to information 
presented in the CPSFR, the validation used data 
from in-country consultations in December 2018 
with line ministries and agencies, development 
partners, commercial banks, nongovernment 
organizations, selected project beneficiaries, and 
staff at ADB headquarters and the resident 
mission in Armenia.  
 

 
 
Country Context   
 
Armenia is a relatively small, landlocked country 
bordering Azerbaijan, Georgia, Iran, and Turkey. 
It achieved independence in 1991 following the 
breakup of the former Soviet Union. Armenia has 
revised its  
 
political structure from a presidential to a 
parliamentary republic, where the President is 
now elected by the Parliament. Armenia had five 
Prime Ministers from 2014 to 2018 and a Velvet 
Revolution in April–May 2018, which led   to   
early Parliamentary elections in December 2018. 
High rates of unemployment, poverty, inequality, 
and concerns about corruption were factors in 
recent political developments and are issues the 
new government has identified in its program. 
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Since independence, Armenia has successfully 
overcome the legacy of a centrally planned 
economy and the breakdown of its former 
trading networks, which were dominated by 
other countries of the former Soviet Union. The 
economic transition to a market economy has 
been largely accomplished, but Armenia 
maintains a high dependence on the economy of 
the Russian Federation for trade, remittances, 
and investment. Its dependence on remittances 
leaves the economy vulnerable to external shocks, 
while variable weather impacts agriculture and 
power production. Much of the country’s energy, 
road, and water infrastructure was built during 
the Soviet era and has since deteriorated. 
Armenia benefited from significant privatization 
in the 1990s, but state-owned enterprises still 
play a dominant role in many important sectors. 
 
At the time of the formulation of the CPS 2014–
2018, the country’s development priorities were 
set out in the Armenia Development Strategy and 
the government program. The strategy had four 
key priority areas: (i) employment growth, 
(ii) development of human capital, (iii) 
improvement of the social protection system, and 
(iv) institutional modernization of public 
administration and governance. It reflected a 
change of views on economic policy and 
implementation tools following the global crisis, 
putting greater emphasis on increasing the 
state’s regulatory role and direct policy 
interventions. It emphasized addressing 
constraints to regional and global integration, 
strengthening infrastructure, and making growth 
more inclusive.   
 
The government program aimed for 5% 
economic growth over the medium term, and a 
decline in the poverty rate by 10 percentage 
points. To maintain growth, the government 
planned to promote and diversify export 
industries, including mining; attract foreign 
investment; and improve the business 
environment, particularly through lowering 
barriers and improving tax administration. 
Priorities for infrastructure included the North–
South road, the Southern Armenia Railway 
through public–private partnerships (PPPs), and 
strengthening energy security through renewable 
energy sources and energy efficiency. To make 
growth more inclusive, key objectives were to 
create jobs, raise wages, improve education, cut 

regional disparities, and improve benefits and 
services for the poor and other vulnerable groups. 
  
CPS 2014–2018 and ADB Support  
 
The CPS aimed to assist Armenia to integrate its 
economy regionally and to rebalance it toward 
more resilient, inclusive, and environmentally 
sustainable growth. The CPS supported 
improving transport links, upgrading secondary 
towns, and strengthening energy security while 
considering the marginal impact of new 
sovereign lending on the country’s debt 
sustainability. While ADB was to continue 
financing infrastructure, a gradual shift was 
planned toward catalyzing development through 
innovative private sector investments, 
introducing international best practices, and 
providing knowledge products and services. The 
shift from the previous focus on infrastructure 
finance to other areas was aimed to transform 
ADB’s relationship to one suited for a growing 
middle-income country. 
 
ADB support was focused on three sectors: 
(i) transport, (ii) water and other urban 
infrastructure and services, and (iii) energy. These 
sectors were among the government’s priorities 
and consistent with ADB’s comparative 
advantages, strengths, and experience. ADB 
stressed the operational and financial 
sustainability of infrastructure. Although public 
sector management was not a priority in the CPS, 
ADB planned to complement its support for 
infrastructure with technical assistance (TA) and 
policy-based lending to support reforms that 
would build public sector capabilities and 
efficiently allocate public finances to ensure 
infrastructure sustainability through planning, 
governance, and adequate funding for operation 
and maintenance. The CPS identified Armenia’s 
best prospect for regional cooperation and 
integration (RCI) to be with Georgia. ADB 
planned to continue supporting the North–South 
Road Corridor and improve other roads to 
Georgia. 
 
Over 2014–2018, ADB’s country program in 
Armenia totaled $1,272.46 million. This included 
$720.57 million in new operations during the 
CPS period, and $551.89 million carried forward 
from the previous CPS period. Transport 
accounted for more than half of the country 



 Executive Summary   xi  
 

 

program. Operations approved during 2014–
2018 consisted of 7 sovereign loans and grants, 
12 TA projects, and 5 nonsovereign loans and 
equity investments. During 2014–2018, ADB 
approved $288.92 million in sovereign lending 
for project investments and $179.00 million in 
policy-based lending. By sector, transport 
accounted for 57% of financing, water and other 
urban infrastructure services 14%, finance 8%, 
energy 4%, public sector management 15%, 
education 1%, and industry and trade 1%. 
 
ADB’s private sector lending has increased 
substantially in recent years. The ongoing and 
completed 2014–2018 private sector portfolio, 
including two loans approved in 2018, totaled 
$336.40 million, compared with sovereign 
operations of $926.12 million—representing 
more than a quarter of total ongoing and 
completed operations during the CPS period.  
 
Assessments  
 
The CPSFR assessed ADB’s program in Armenia 
from 2014 to 2018 successful overall. It rated the 
program relevant, effective, likely sustainable, 
and less than efficient. Development impacts 
were deemed satisfactory. The validation finds 
the program successful. The assessment agrees 
with the less than efficient rating, which reflects 
relatively weak project implementation 
performance in key areas of the portfolio, partly 
because of unanticipated capacity constraints in 
the implementing agencies and high turnover of 
staff in the executing and implementing 
agencies.  
 
The validation assesses that ADB’s program made 
positive impacts on Armenia’s development over 
the CPS period. Development impacts were best 
evidenced through Armenia’s progress toward 
poverty reduction; improved drinking water, 
roads, and schools; and indirect financing and 
development of businesses, including small and 
medium-sized enterprises. For example, 25,319 
new households received access to safe, reliable, 
and sustainable water supply through ADB loans. 
ADB’s focus on drivers of change and 
contributing to private sector development, 
gender, knowledge exchange, and partnerships 
also delivered positive impacts. For example, 
capacity has been strengthened through training 
in project management, safeguards, PPPs, and 

financial and economic analysis. Several regional 
assessments and publications have benefited 
Armenia, including on energy, transport 
integration, employment, and inclusive growth. 
Growth in the nonsovereign portfolio has 
accelerated and is contributing to positive 
outcomes and impacts of the CPS.  
 
Weaknesses in the design of the results 
framework and a failure to update it 
comprehensively to include new sectors made it 
a less useful tool in monitoring and measuring 
ADB’s contribution. While the country operations 
business plans updated key areas of assistance, 
they did not change the quantitative outcome 
indicators for the three core areas included in the 
original CPS results framework or add 
quantitative indicators for the new sector 
assistance areas. The addition of several sectors 
to the program in the later stages of the CPS 
period, while demonstrating responsiveness to 
Armenia’s needs, potentially diluted focus and 
possibly weakened impacts as resources were 
spread more thinly. For example, this included the 
processing of a Social Sectors Reform Program. 
 
This validation assessed that the CPS was 
relatively well aligned with ADB’s Strategy 2020 
and its three complementary development 
agendas (regional integration, inclusive economic 
growth, and environmentally sustainable 
growth). However, more could have been done 
to support regional integration. ADB’s focus on 
drivers of change and contribution to private 
sector development, gender, and partnerships 
was also satisfactory. Attention to social and 
environmental safeguards was satisfactory and is 
contributing to the development of national 
standards and procedures.   
  
Relevance. ADB’s program is assessed relevant. 
Key factors supporting this assessment included 
the alignment of the CPS with the government’s 
strategic development objectives. The CPS aimed 
to assist Armenia to integrate its economy 
regionally, but this was limited in practice by 
geopolitical challenges. The CPS was also largely 
driven by two preexisting multitranche financing 
facilities (MFFs), which did not initially take 
sufficient account of the government capacity to 
deliver. The MFFs also directed the bulk of the 
program to infrastructure and most of the 
financing to the transport sector, where the 



xii   Armenia:  Validation of the Country Partnership Strategy Final Review, 2014–2018  
 

 

impacts on employment, human development, 
inclusion, and regional integration were less 
direct. The heavy weighting on roads meant that 
the program was unbalanced and did not 
respond to the same extent on the inclusive 
growth, poverty reduction, and human capital 
aspirations of the government’s strategy.   
 
Infrastructure investments were supplemented by 
support for policy and institutional reforms, 
which were generally well targeted and 
addressed identified constraints to sector 
development. This supported the alignment 
between the CPS and Armenia’s other goals to 
rebalance the country toward more resilient, 
inclusive, and environmentally sustainable 
growth. 
  
Effectiveness. ADB’s progress toward achieving 
outcomes during the CPS period for the portfolio 
is assessed effective. Important outputs and 
outcomes were achieved in all sectors. In 
transport, the North–South Road Corridor 
sections from Yerevan to Ashtarak and Yerevan to 
Artashat were rehabilitated and upgraded under 
tranche 1 and opened in 2015 with a four-lane 
cross-section. Challenges with the North–South 
Road Corridor include the level of corresponding 
infrastructure development in neighboring 
countries with adjoining roads, effecting the 
intended RCI benefits; and transport demand has 
not yet reached optimal levels originally 
anticipated.  Weaknesses in the design of the CPS 
results framework made it difficult for the CPSFR 
to evidence the effectiveness of the planned 
sector level outcomes and Armenia’s overall 
development goals.  
 
Efficiency. ADB operations and the portfolio 
performance are assessed less than efficient. As 
of June 2018, there are no problem projects and 
the portfolio is generally on track; but is 
dominated by infrastructure projects, which are 
rated less than efficient, thus influencing the 
overall efficiency rating. Weak capacity, 
combined with high turnover of government 
officials (in line with political changes) 
throughout the period, slowed program 
delivery. Implementation delays—including 
start-up delays, slow civil works construction, 
and delays in procurement—affected many 
projects. Budget constraints under the fiscal 
consolidation policy will continue to constrain 

expenditure for the foreseeable future. Despite 
these challenges, comparative performance 
indicators demonstrate that Armenia is currently 
more efficient than the ADB and CWRD 
averages. The disbursement ratio in 2017 was 
29% against 18% for ADB as a whole and 17% 
for CWRD. The number of on track loans has 
been steadily increasing over the last 6 years 
(2012–2017). In 2017, the Seismic Safety 
Improvement Program was rated potential 
problem because of implementation delays and 
expenditure limits imposed by fiscal 
consolidation measures. Following a loan 
extension and updated implementation 
schedule, the Seismic Safety Improvement 
Program is back on track. In 2018, tranche 2 of 
the Sustainable Urban Development Investment 
Program was rated actual problem because of 
lower-than-expected disbursements and 
contract awards; and tranche 3 of the North–
South Road Corridor Investment Program was 
rated potential problem because of 
implementation delays that limited 
disbursements. Despite these challenges, the 
program subsequently improved to on track by 
the end of 2018.  
  
Sustainability. This validation agrees with the 
likely sustainable assessment and regards the 
current process of fiscal consolidation as a 
necessary process in the context of Armenia’s 
current fiscal situation. While it may result in 
constrained expenditure, particularly in the 
government public investment program, the 
overall impact should be a more sustainable 
fiscal situation; and in the medium term, this 
should provide consistent budgetary allocations 
across sectors. Fiscal consolidation can therefore 
be seen as supportive of sustainability in the 
sectors supported by ADB. Increased budget 
allocations for operation and maintenance in the 
road transport subsector and the 
implementation of results-based contracting 
increase the likelihood of sustainability. Power 
tariffs are adjusted regularly and are now 
sufficient to attract private sector participation 
in generation, including renewables—increasing 
sustainability. Private sector participation in 
water supply (resulting from sovereign 
operations) is a positive factor, which is now 
improving the sector’s financial sustainability. 
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Development impacts. ADB’s overall 
contribution to development impacts is assessed 
satisfactory. There is some impact at sector levels 
where ADB interventions have been made. There 
is also evidence of ADB’s satisfactory 
contribution to inclusive economic growth and 
environmentally sustainable growth; and a 
positive impact on drivers of change and cross-
cutting priorities including private sector 
development, gender, knowledge solutions, 
institution building, safeguards, and 
partnerships. The development impacts of 
regional integration were less apparent. The 
intended regional integration benefits were 
impeded by geopolitical realities and limited 
support provided to Armenia to strengthen RCI. 
 
Nonsovereign operations. The performance of 
nonsovereign operations (NSOs) over the CPS was 
assessed satisfactory. Factors in the very positive 
NSO performance have been strong government 
support, highly competent Armenia Resident 
Mission staff, good coordination with the Private 
Sector Operations Department, and a supporting 
business environment. Good performance in the 
NSO portfolio has been timely, as political change 
has impacted the sovereign portfolio 
performance, particularly in 2018. Future 
challenges may include fewer opportunities for 
investment that meet ADB’s minimum size 
criteria. 
 
ADB performance. ADB formulated a CPS with a 
strategic direction, priorities, and 
implementation approaches that were relevant to 
and appropriate for Armenia, and in line with 
ADB’s Strategy 2020. The CPS aimed to help 
Armenia integrate its economy regionally, and to 
rebalance it toward more resilient, inclusive, and 
environmentally sustainable growth. Large-scale 
investments were planned to improve the 
national road network and power transmission 
networks and to make the water supply and 
power sectors attractive to private investors. ADB 
was highly proactive in substantially expanding 
private sector operations, which now comprise 
about one quarter of the ongoing and completed 
CPS 2014–2018 portfolio. 
 
This validation acknowledges and supports the 
responsiveness of ADB to Armenia’s evolving 
needs. However, it also finds that the addition of 
sectors of operation during the CPS, without 

sectoral consolidation, and an increase in the 
overall resource envelope, limited the strategic 
focus of the program and resulted in resources 
being spread too sparsely. ADB worked closely 
with the government to address the slower-than-
anticipated implementation of the North–South 
Road Corridor MFF. While challenges remain in 
tranche 2, there has been recent improvement in 
tranche 3. Acknowledging the complex 
environment, ADB extended considerable efforts 
to address challenges through frequent missions, 
TA consultants, and training. ADB did not 
comprehensively address weaknesses in the 
design of the results framework during the CPS 
period. While appreciating Armenia’s geopolitical 
challenges, ADB has also yet to identify practical 
means to promote Armenia’s regional integration 
more effectively. On balance, ADB’s performance 
was satisfactory.  
 
Government performance. The government and 
its implementing agencies performed 
satisfactorily. However, given capacity limitations 
and turnover of government officials resulting 
from political change, the implementation of 
some programs has been less than efficient. The 
borrower substantially complied with the loan 
covenants for projects. This validation underlines 
the importance of the government’s efforts to 
undertake fiscal consolidation in response to a 
weaker growth environment and rising debt 
levels. The government’s focus on maintaining 
macroeconomic stability is commendable and 
fundamental to protecting development gains 
and increased living standards achieved since 
independence. The government undertook a 
significant amount of sectoral reforms during the 
CPS period and made important improvements in 
public financial management. 
 
Issues  
 
Issue 1: Adding additional sectors for ADB 
investment over the course of the CPS diluted the 
strategic program focus. The CPSFR describes the 
evolution of ADB’s program of support with the 
addition of the finance sector, health, and 
education. The view of this validation is that the 
program moved from being narrowly focused at 
the commencement of the CPS period to being 
broad. Absent from the decision was a process of 
program consolidation, i.e., making choices to 
drop sectors to make way for additional sectors. 
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It is arguable that the lack of focus apparent at 
the end of the CPS period contributed to the 
outcome identified in the CPSFR that capacity in 
road transport and urban management remained 
weak. The same comment can be made about the 
limited implementation capacity experienced 
across the sectors of ADB’s engagement. Adding 
sectors to the program is likely to have diluted 
the focus on capacity building efforts in 
executing and/or implementing agencies, as 
scarce TA resources were distributed even more 
thinly. As ADB looks to expand to new sectors, 
the absence of a whole-of-government–
development partner consultation mechanism 
increases the risk of duplication or replication of 
new efforts. 
 
Issue 2: A knowledge-based relationship and the 
delegation of the flagship North–South Road 
Corridor Investment Program to the resident 
mission could have improved its performance. 
The CPSFR raises the important issue of project 
delegation to the resident mission. The 
percentage of the portfolio delegated to the 
resident mission for implementation has reached 
40%–50%, but crucially this does not include the 
MFF for the North–South Road Corridor. While 
recognizing the staffing constraints for resident 
missions in smaller member countries, this 
validation notes the consistent view of executing 
and implementing agencies concerning the value 
and importance of having experienced and 
knowledgeable technical staff within the resident 
mission to guide project implementation. 
Resident mission staff interactions with 
government counterparts and PIU staff build 
local project implementation capacity through 
knowledge exchange and information transfer. 
 
Issue 3: Continued growth in the nonsovereign 
portfolio may be difficult to sustain. The CPSFR 
emphasizes the importance of the recent growth 
in the nonsovereign portfolio and suggests how 
this momentum might be maintained, indicating 
that efforts to improve the environment for 
private sector development are bearing fruit. 
Good performance in the nonsovereign portfolio 
has been timely, as political change has impacted 
the sovereign portfolio performance, particularly 
in 2018. A challenge in the immediate future may 
include fewer opportunities for investments that 
meet ADB’s minimum size criteria. 
 

Issue 4: Armenia has yet to benefit from regional 
cooperation and integration. Armenia grapples 
with geopolitical challenges, which remain a 
source of instability and have severed important 
trade and transportation routes. Armenia is a 
small landlocked country, with closed borders 
with two of its four neighbours; and it is not a 
CAREC Program member and as such does not 
have access to forums that promote regional 
coordination on infrastructure, related TA, and 
resources to promote investments. While 
appreciating this context, ADB has yet to identify 
practical means to promote Armenia’s regional 
integration more effectively. 
 
Issue 5: CPSs tend to exclude a theory of change, 
which would help to demonstrate strategic links 
between outputs, outcomes and impact across 
the selected sectors and thematic areas where 
ADB has a comparative advantage. The theory of 
change framework should outline and establish 
clear links between the intended results (outputs, 
outcomes, and impact); indicators suitable to 
measure performance; and risks that may 
influence performance (success or failure). Each 
of these things should be clearly represented in a 
results framework at the overarching and sectoral 
levels, and updated over the life of the CPS as 
required. This could be included when the 
Strategy, Policy, and Partnerships Department 
undertakes the next round of CPS revisions.  
 
Lessons   
  
Lesson 1: A phased approach to CPS 
implementation supports delivery, where 
programs are heavily weighted toward large 
ongoing investments (e.g., MFFs) developed 
under preceding CPSs. 
 
Lesson 2: A good assessment of institutions’ 
capacity during design helps ensure the targets 
are realistic and the appropriate support is 
provided. This is particularly important for MFFs, 
which are designed to be flexible and adaptive 
over longer periods.  
 
Lesson 3: Investment in infrastructure, 
supplemented by support for policy and 
institutional reforms targeted at identified 
constraints to sector development, has a greater 
impact where MFFs are used. 
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Lesson 4: The performance of NSOs depends on 
a favorable combination of government 
goodwill, good coordination, competent resident 
mission staff, and coordination with the Private 
Sector Operations Department. 
 
Lesson 5: Not all aspects of Strategy 2030 need 
to be met by all programs. Diversifying a country 
portfolio to include many sectors concurrently 
may diminish ADB’s ability to draw on its 
comparative advantage to achieve the greatest 
development impact. 
 
Recommendations  
  
Recommendation 1: Focus and align ADB’s future 
program with its core strengths and comparative 
advantage. The process of formulating the next 
CPS should be about making choices and 
reshaping a program of support that has a clear 
focus. With many reliable development partners 
active in Armenia, part of that process will be 
identifying an appropriate division of labor that 
enables ADB to focus on its core strengths and 
comparative advantage, finish what has been 
started on the North–South Road Corridor 
(including in the south), support the transition to 
a knowledge-based partnership, and continue to 
engage with NSOs. Importantly, NSOs need to be 
well integrated with the rest of the program to 
ensure they deliver the greatest strategic benefit 
and development impact. This validation 
suggests that ADB complete what it has begun in 
terms of upgrading the North–South Road 
Corridor while encouraging a broader 
relationship framework with Georgia, 
e.g., encouraging improved road connectivity in 
relation to the North–South Road Corridor. 
 
Recommendation 2: Work with the government 
to strengthen multisector development partner 
coordination. ADB has been playing an important 
coordination role among development partners 
at the sectoral level. ADB should encourage the 
government to revive the broader government–
development partner coordination mechanism, 
which has the potential to improve the alignment 
of development partners with government 
policies and result in better development partner 
harmonization and a more efficient allocation of 
scarce resources. 
 

Recommendation 3: Continue to strengthen 
project implementation capacity within line 
ministries. Armenia graduated to Group C status 
on 1 January 2017 and continues to face 
capacity constraints in many issues identified in 
the CPSFR and elsewhere concerning project 
implementation and public sector management. 
Lack of access to concessional ADB resources, the 
continued process of fiscal consolidation, and 
more constrained capacity for external borrowing 
will inform choices made under the new CPS. 
Given the capacity constraints, ADB should 
explore with the government how these can be 
addressed under the next phase of ADB support; 
and discuss with the government the extent to 
which it is prepared to borrow to support 
capacity building. This will be important, given 
the limited amount of grant TA likely to be 
available. 
 
Recommendation 4: Build a knowledge-based 
relationship with Armenia. As with other upper 
middle-income countries, Armenia’s graduation 
to Group C status indicates the need for greater 
knowledge exchange and information transfer, 
e.g., through the capacity building opportunities 
identified above and via a shift toward more of a 
knowledge-based relationship. A key step in the 
formulation of the new CPS will be updating of 
the analysis of the constraints to growth. The 
ambition and rationale identified in the CPS 
2014–2018 of moving toward a knowledge-
based relationship with Armenia remains extant, 
but its realization is likely to take longer than 
originally envisaged. A knowledge-based 
relationship should build on the work already 
undertaken. For example, Armenia’s second 
public expenditure and financial accountability 
assessment identified public financial 
management weaknesses, which ADB could 
focus on to support reforms and capacity 
building through knowledge exchange and 
information transfer. Additionally, ADB could 
support knowledge exchange and learning with 
countries, particularly within the region, which 
have already undertaken health and education 
sector reforms.  
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Recommendation 5: Monitor the nonsovereign 
portfolio in Armenia for its important potential to 
derive useful lessons for ADB nonsovereign 
operations in other transition economies; and to 
ensure its rapid recent growth does not 
subsequently reveal issues. Investments in the 
urban water sector contributed to a more 
attractive climate for PPPs, and to the award of a 
competitively tendered lease contract in 2017. 
Armenia’s positive experience with PPPs in the 
urban water sector deserves further observation, 
monitoring, and analysis. Many countries with 
similar backgrounds have struggled to identify 
institutional and financial arrangements that can 
deliver services, such as clean water on a 
sustainable basis, particularly in rural areas. ADB’s 
successful sovereign support to strengthen 
private sector engagement in Armenia should be 
built on to ensure further effectiveness and 
relevance, including drawing on synergies 
through more joined up nonsovereign lending.  
 
 



 

CHAPTER 1  
 

Introduction  
  
 

A.  Validation Purposes and Procedures  
  
1. This report was prepared by the Independent Evaluation Department (IED) of the Asian 
Development Bank (ADB) to validate findings and recommendations of the country partnership strategy 
final review (CPSFR),1 prepared by the Central and West Asia Department (CWRD) for the Armenia 
country partnership strategy (CPS), 2014–2018.2 The assessment covered loan and grant projects and 
technical assistance (TA) approved or implemented during 2014–2018. The CPSFR assessed ADB’s 
operations successful overall. ADB’s program was found relevant, effective, less than efficient, and likely 
sustainable, with satisfactory development impacts.  
  
2. The purpose of this report is to (i) validate the findings and assessments of the CPSFR with 
respect to the relevance, effectiveness, efficiency, sustainability, and development impacts of the 
country portfolio; (ii) assess the quality of self-evaluation in the results assessment; and (iii) identify 
issues, lessons, and recommendations for the CPS, 2019–2023 and for improving the design and 
implementation of future ADB investments in Armenia.  
  
3. The report was prepared following the 2015 Guidelines for the Preparation of Country 
Assistance Program Evaluations and Country Partnership Strategy Final Review Validations. 3  The 
assessment is based on (i) a review of documents, including the CPS 2014–2018, the CPSFR, country 
operations business plans (COBPs), reports and recommendations of the President, project completion 
reports (PCRs), project completion report validation reports (PVRs), TA completion reports (TCRs), and 
country-specific national development strategy documents; (ii) consultations in Armenia in December 
2018 with stakeholders, including government and nongovernment entities and beneficiaries of 
development assistance; and (iii) discussions with staff of the Armenia Resident Mission and other 
development partners in the country. 
  
B.  Country Development Context  
  
4. Political context. Armenia is a relatively small, landlocked country bordering Azerbaijan, Georgia, 
Iran, and Turkey. It achieved independence in 1991 following the break-up of the former Soviet Union. 
Constitutional reforms to change the system of government from a presidential to a parliamentary system 
were approved in a referendum in December 2015 and took effect at the end of the former President’s 
term in April 2018. The country had five Prime Ministers from 2014 to 2018. The Velvet Revolution in 
April–May 2018 and subsequent political developments in the second half of 2018 led to early 
Parliamentary elections in December 2018.4 High levels of unemployment, poverty, and inequality, and 
concerns about corruption were factors in recent political developments and are issues the new 
government has identified in its program. 

                                                                 
1  ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. Appendix 6, Linked Document 1. 
2  ADB. 2014. Country Partnership Strategy: Armenia, 2014–2018. Manila.   
3  ADB. 2015. Guidelines for the Preparation of Country Assistance Program Evaluations and Country Partnership Strategy Final 

Review Validations. Manila.  
4   The Velvet Revolution was a series of relatively peaceful anti-government protests from April to May 2018 staged by various 

Armenian political and civil groups. Protests and marches took place in response to the then Prime Minister’s third consecutive 
term as Prime Minister and later against the Republican Party-controlled government in general. Prime Minister Sargsyan 
resigned on 23 April and Nikol Pashinyan was elected interim Prime Minister on 8 May. Parliamentary elections were successfully 
held in 2018, confirming Nikol Pashinyan as Prime Minister.  
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5. Economic structure. Since independence, Armenia has successfully overcome the legacy of a 
centrally planned economy and the breakdown of its former trading networks, which were dominated 
by countries of the former Soviet Union. It is highly dependent on the economy of the Russian Federation 
for trade, remittances, and investment, which leaves the economy vulnerable to external shocks, while 
variable weather affects agriculture and power production. Armenia’s economic growth was rapid from 
the mid-1990s until 2008—averaging about 9.5% annually. This strong recovery is attributed to the 
pursuit of market-oriented reforms, the rapid expansion of credit, a real estate boom, and large inflows 
of external assistance and workers’ remittances. However, economic growth was weaker in the later 
years, for instance 3.2% in 2015 and 0.2% in 2016, mainly because of continued weaknesses in the 
external environment.  

 
6. The structure of the economy continued to evolve during the CPS period. As a result of the 2014–
2015 economic slowdown in the Russian Federation (Armenia’s primary trading partner), the 
Government of Armenia started to borrow extensively. This led to an increase in public debt levels and 
necessitated fiscal consolidation from 2017 onward. The fiscal consolidation efforts required the 
government to revise the fiscal rule to encourage greater capital expenditure relative to recurrent 
expenditure. Government efforts to not substantially increase the debt level then slowed the pace of 
implementation of some projects.  

  
7. Strong expansion of the service sector has offset a significant decline in the share of industry and 
a modest decline in agriculture. Over 2010–2017, the service sector’s share of value added grew from 
45.0% to 56.1% of gross domestic product (GDP). The share of industry contracted from 36.3% to 27.6% 
of GDP, while the share of agriculture declined from 18.8% to 16.3% of GDP. Armenia has privatized most 
major areas of economic activity, including telecommunications, civil aviation, and parts of the energy 
sector; and water supply is currently under a private sector lease arrangement. The government’s direct 
role in the economy is relatively small compared with other former Soviet states.  
 
8. Economic performance. Armenia’s GDP per capita was $3,872 in 2017. The economy grew at an 
average of 3.6% per year over the CPS period from 2014 to 2017. Growth accelerated to 7.5% in 2017, 
following near-zero growth in 2016 (Figure 1). The global financial crisis of 2008–2009 exposed the 
vulnerabilities of Armenia’s economy, particularly its dependence on remittances and narrow economic 
base. Construction declined by about 40% in 2009, accounting for most of the 14.1% collapse in GDP 
that year. While the current account deficit has diminished markedly since then, and the average annual 
inflation rate has remained contained, the government budget deficit and the public debt have increased 
significantly. Net outward migration, notably to seek better employment opportunities, has seen 
Armenia’s population stagnate over the last decade. Remittances from workers and ethnic Armenians 
abroad reached $1.5 billion in 2014 and averaged 16.0% of GDP in 2009–2014, mostly from the Russian 
Federation. However, remittances have declined significantly since 2014, primarily attributed to the 
contraction of the Russian economy. Combined with a decline in the price of copper, Armenia’s main 
export, this has adversely affected growth and Armenia’s fiscal position. As of July 2018, the World Bank 
classified Armenia an upper-middle income country, an upgrade from lower middle-income status. ADB 
now classifies Armenia a Group C country, with access only to regular ordinary capital resources.5 
  

                                                                 
5  ADB. 2018. Classification and Graduation of Developing Member Countries. Operations Manual. OM/A1. Manila.  
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Figure 1: Annual Gross Domestic Product Growth Rate: Armenia and Central Asian Countries, 2008–2018                   

 
ADO = Asian Development Outlook. 
Sources: Asian Development Bank. GDP Growth in Asia and the Pacific, Asian Development Outlook. 
https://data.adb.org/dataset/gdp-growth-asia-and-pacific-asian-development-outlook-ado (for 2013–2018 data); ADB. 2015. 
Asian Development Outlook 2015: Financing Asia’s Future Growth. Manila (for 2010–2012 data); and ADB. 2013. Asian 
Development Outlook 2013: Asia’s Energy Challenge. Manila (for 2008–2009 data). 

 
 
9. Macroeconomic management since independence has generally been sound, supporting 
economic expansion, and improved living standards. The relatively low stock of public debt at the 
beginning of the global financial crisis assisted the government to expand public spending to support 
demand during the crisis. However, public debt has expanded significantly in subsequent years and the 
government has undertaken fiscal consolidation to stabilize it. Armenia’s legislated fiscal management 
rules now require a more restrained fiscal policy stance.6 The 2018 Asian Development Outlook reported 
that public debt rose to equal 58.8% of GDP at the end of 2017 from 56.6% a year earlier.7 External 
public debt rose by 14.4% to reach 47.7% of GDP, while domestic public debt increased by 12.6% to 
reach 11.1% of GDP. Armenia’s debt is manageable, although it is now close to the legislated limit. Debt 
service obligations are the equivalent of about 30% of exports. Armenia is undertaking a program of 
fiscal consolidation, which will reduce its debt ratios and prepare for major repayments of eurobonds, 
the first of which is due in September 2020. The new tax code that took effect in January 2018—including 
higher rates for income and excise taxes and a lower ceiling for small firms and individual proprietors 
eligible to use simplified taxation instead of value-added and profit tax—is expected to support fiscal 
consolidation over the medium-term. The downside is that fiscal tightening and higher inflation could 
worsen the poverty rate, reversing improvement over the past 3 years. 
 
10. Investment climate and governance. The country ranked 41 out of 190 countries in the World 
Bank’s 2018 Doing Business index and was a notable 8th for starting a business.8 The 2018 Asian 
Development Outlook assessed that growth could benefit substantially from (i) further institutional and 
regulatory strengthening to improve the investment climate; (ii) productivity-enhancing structural reform 
(particularly for agriculture); and (iii) the expansion of current initiatives that support sectors with export 
potential, such as food processing, textiles, mining, information technology, and tourism. 
 
11. Social development. During 2004–2016, the proportion of the population living below the 
national poverty line fell from 53.5% to 29.4%.9 Because of its heavy reliance on external economies, 
primarily the Russian economy, the global economic crises reversed some of Armenia’s progress in 
reducing poverty. While the economy has since partially recovered, recent growth has not been inclusive, 
and poverty remains above the pre-2009 level. The rural poverty rate in 2016 was slightly higher (30.4%) 

                                                                 
6  Under the revised fiscal rule, if public debt exceeds 40% of GDP, the deficit in the state budget should be less than capital 

expenditure. If debt exceeds 50% of GDP, current expenditure must rise more slowly than recent GDP growth. If debt exceeds 
60% of GDP, current expenditure is further restricted and may not exceed domestic revenue. 

7  ADB. 2018. Asian Development Outlook 2018: How Technology Affects Jobs. Manila. 
8  Trading Economics. Ease of Doing Business in Armenia. https://tradingeconomics.com/armenia/ease-of-doing-business. 
9    Statistical Committee of the Republic of Armenia. 2017. Part 1-Armenia: Poverty Profile in 2008–2016. Yerevan. 
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than the urban rate (28.8%). Poverty is higher in secondary towns than in the capital city, Yerevan, and 
is higher in northern Armenia where a larger number of urban poor have limited economic opportunities 
and lack access to farming or self-employment. Only a small fraction of the poor in Armenia are 
employed. Income inequality has been reduced, with the Gini coefficient falling from 0.365 in 2001 to 
0.325 in 2016, but it has been worsening in recent years as growth has largely been in industry and 
services, benefitting high-income groups, while the fall in construction activity has impacted labor. From 
2011 to 2016, the annual consumption growth of the poorest 40% of the population was only half that 
of the 4.6% recorded by the overall population.10 Significant reductions in maternal and child mortality 
over the same period reflect the broad improvement of health and living standards. Access to safe 
drinking water increased from 26.7% of the population in 2000 to 60.6% in 2015. Armenia has 
maintained the high rate of adult literacy (99.7% in 2011 for both males and females) achieved under 
central planning. It was ranked 83 on the United Nations Development Programme (UNDP) Human 
Development Index (HDI) in 2018 with a score of 0.755—the same as Thailand. 
                        
12. Gender equity. Armenia ranked 83rd out of 189 countries on the UNDP Gender Inequality Index 
in 2018.F

11 The female HDI for the country is estimated at 0.740 compared with 0.764 for males, resulting 
in a gender development index, or the ratio of female to male HDI values, of 0.969.12 Armenia has seen 
the growth of diverse women’s civil society organizations and the development of a solid legal and policy 
framework for the protection of equal rights. Although the country has scored consistently high on equal 
access to education and positive health outcomes for women, this is counterbalanced by a lack of 
progress in women’s political empowerment and declining access to economic opportunities.13 As of 
December 2018, women held about 30% of the seats in Parliament, a significant increase from 18% in 
2017. Despite improvements, ongoing issues include gender-based discrimination in the labor market, 
wage disparities between women and men, lack of access to economic resources, and lack of social 
protection for low-income female-headed households. 
 
C.  Government Development Plans  
 
13. At the time of formulation of the CPS 2014–2018, the country’s development priorities were set 
out in the Armenia Development Strategy (ADS) 2025 and the government program for 2014–2017. 14 
The strategy had four key priority areas: (i) employment growth, (ii) development of human capital, (iii) 
improvement of the social protection system, and (iv) institutional modernization of public 
administration and governance. It reflected a change of views on economic policy and implementation 
tools following the global crisis, putting greater emphasis on increasing the state regulatory role and 
direct policy interventions. It emphasized addressing constraints to regional and global integration, 
strengthening infrastructure, and making growth more inclusive.  
 
14. The government program aimed for 5% economic growth over the medium term and a decline 
in the poverty rate by 10 percentage points. To maintain growth, the government planned to promote 
and diversify export industries (including mining), attract foreign investment, and improve the business 
environment, particularly through lowering barriers and improving tax administration. Priorities for 
infrastructure included the North–South Road, the Southern Armenia Railway through public–private 
partnerships (PPPs), and strengthening energy security through renewable energy sources and energy 
efficiency. To make growth more inclusive, key objectives were to create jobs, raise wages, improve 

                                                                 
10  World Bank. 2018. Armenia: An Opportunity to Unlock Armenia’s Potential – Country Economic Update, Summer 2018. 

Washington, DC. 
11  The Gender Inequality Index rank measures gender-based inequalities in three dimensions: reproductive health, empowerment, 

and economic activity; UNDP. 2018. Human Development Index. New York;  http://hdr.undp.org/en/content/gender-inequality-
index-gii (dated 06 June 2019) 

12 Gender Inequality Index online database. http://hdr.undp.org/en/content/gender-inequality-index-gii (dated 06 June 2019) 
13  ADB. 2015. Armenia: Country Gender Assessment. Manila. 
14  Government of Armenia. 2014. Armenia Development Strategy 2025. Yerevan; Government of Armenia. 2014. Program for the 

Government of the Republic of Armenia. Yerevan; and there have also been government programs for 2016, 2017–2022, 2018, 
and 2019–2023. 

http://hdr.undp.org/en/content/gender-inequality-index-gii
http://hdr.undp.org/en/content/gender-inequality-index-gii
http://hdr.undp.org/en/content/gender-inequality-index-gii
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education, cut regional disparities, and improve benefits and services for the poor and other vulnerable 
groups. To improve governance, the government aimed to implement a new anticorruption policy and 
fully adopt program-based budgeting, internal audit, and e-procurement. Disaster risk management was 
to include comprehensive risk assessments and early-warning systems, as well as efforts to improve 
building safety, reduce flooding, and manage landslide-prone areas. The government also planned to 
promote the education–science–industry nexus and build centers of engineering expertise. Investing in 
infrastructure, developing export-oriented industries, promoting PPPs, building a knowledge-based 
economy, fighting corruption, and improving the business environment were also identified as priorities. 
 
D.  Country Partnership Strategy and ADB Portfolio  
  
15. The CPS 2014–2018 aimed to assist Armenia to integrate its economy regionally and to rebalance 
it toward more resilient, inclusive, and environmentally sustainable growth. The CPS supported improving 
transport links, upgrading secondary towns, and strengthening energy security while analyzing the 
marginal impact of new sovereign lending on the country’s debt sustainability. While ADB would 
continue financing infrastructure, a gradual shift was planned toward catalyzing development through 
innovative private sector investments, introducing international best practices, and providing knowledge 
products and services (KPS). The shift from the previous focus on infrastructure finance to other areas 
was aimed to transform ADB’s relationship to one suited to a growing middle-income country.  
 
16.  ADB’s operations were aligned with the strategic agenda outlined in the Midterm Review of 
Strategy 2020 and were designed to support the three pillars of inclusive economic growth.15 To support 
high and sustainable economic growth, ADB was to help build needed infrastructure, improve the 
business environment, and strengthen economic integration. To broaden access to economic 
opportunities, ADB planned to work with the government to improve external and internal transport 
links, including those between Yerevan and other urban areas, and catalyze new economic opportunities 
in the secondary towns where poverty was highest. To strengthen social protection, ADB TA and other 
KPS were to use information technologies to improve social protection systems and the government’s 
family benefits program.  
  
17. The CPS identified Armenia’s best prospect for regional cooperation and integration (RCI) to be 
with Georgia, which is a Central Asia Regional Economic Cooperation (CAREC) member country. ADB 
planned to continue supporting the North–South Road Corridor and improve other roads to Georgia. 
Under knowledge-related activities, ADB was to invigorate economic cooperation between the two 
countries, including between official and technical bodies, and civil society organizations. To help achieve 
environmentally sustainable growth, ADB planned to work with the government to develop national 
strategies for waste management and to finance investments in waste management at the government’s 
request. Climate change is impacting Armenia. In 5 of the last 8 years (2010–2018), the country has had 
to draw on additional volumes of water from Lake Sevan to compensate for unusually dry conditions. 
This did not occur in the previous decade. ADB planned to include climate change measures in 
infrastructure projects to increase the country’s climate resilience. It also planned to support the adoption 
of environmental safeguard measures and institutional capacities for their enforcement.  
 
18. ADB support was focused on three sectors: (i) transport, (ii) water and other urban infrastructure 
and services (WUS), and (iii) energy. These sectors were among the government’s priorities and were in 
line with ADB's strengths and experience. ADB stressed the operational and financial sustainability of 
infrastructure. Although public sector management (PSM) was not a priority sector in the CPS, ADB 
complemented its support for infrastructure with TA and policy-based lending (PBL) to support reforms 
that would build public sector capabilities and efficiently allocate public finances to ensure infrastructure 
sustainability through planning, governance, and adequate funding for operation and maintenance 
(O&M).  

                                                                 
15 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 
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E.  ADB Operations during the Country Partnership Strategy, 2014–2018  

  

1. Planned ADB Country Program  

  

19. The CPS 2014–2018 results framework indicated a total resource envelope of $483.2 million 

(Figure 2).
16

 The transport sector was provided more than half the resource envelope, with an allocation 

of $256.1 million (53% of total CPS envelope). WUS was allocated $135.1 million (28%) and energy was 

allocated $92.0 million (19%). At the beginning of the CPS period, Armenia was classified a Group B 

country and resources were provided from both the Asian Development Fund (ADF), ADB’s concessional 

lending window, and ADB’s ordinary capital resources. Almost half of project lending during the CPS 

period was financed through the ADF. Following Armenia’s graduation to Group C on 1 January 2017, 

the country ceased to have access to the ADF. Resources for TA were planned at the level of $1.0 million 

per year.  

 

 

Figure 2: Country Partnership Strategy, 2014–2018 Resource Envelope  

($ million) 

 

 

WUS = water and other urban infrastructure and services. 

Source: ADB. 2014. Country Partnership Strategy: Armenia, 2014–2018. Manila. 

 

 

20. The Armenia COBP 2015–2017 was prepared at the same time as the CPS 2014–2018 and 

reflected its emphasis on infrastructure.
17

 The COBP supported (i) transport, by focusing on improving 

urban roads in Yerevan and secondary towns; (ii) WUS, by focusing on urban environments and 

supporting targeted interventions in secondary towns; and (iii) energy, by helping to enhance energy 

security through the diversification of energy sources and the rehabilitation and upgrade of electricity 

transmission and distribution networks. In addition, ADB was to support reforms to build public sector 

capabilities and efficiently allocate public finances to ensure infrastructure sustainability through 

planning, governance, and adequate funding for O&M. The only investment project in the pipeline 

outside of infrastructure was Phase 2 of the Women’s Entrepreneurship Support Sector Development 

Program.
18

 The program was structured as a sector development program (SDP) comprising a mix of PBL 

and financial intermediation loan (FIL), and a phased approach was not applied. 

  

                                                                 
16

  Footnote 2. 

17
  ADB. 2014. Country Operations Business Plan: Armenia, 2015–2017. Manila. 

18
  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan, Loan, and 

Technical Assistance Grant to Armenia for the Women’s Entrepreneurship Support Sector Development Program. Manila. 
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21. Evolution of the country partnership strategy. The COBP 2015–2017 stated that ADB would 
consider supporting key sectors of the economy through private sector financing. This support aimed to 
promote export-oriented industries in such areas as logistics, natural resources, and information 
technologies; and to introduce international best practices in corporate responsibility and performance. 
This addition to the program was reiterated in the COBP 2016–2018.19 Substantial resources were added 
to the project pipeline in both transport and WUS. Notable was a new results-based lending (RBL) for 
seismic safety improvement (total $88.5 million, of which WUS comprised $70.8 million and education 
$17.7 million) added for 2015. In response to the government’s emerging needs, the COBP 2017–2019 
added support to (i) finance, by focusing on further strengthening of financial sector; and (ii) health, by 
focusing on rehabilitation and improving selected health facilities.20 The COBP 2018–2020 confirmed 
support for reforms in the education and health sectors and added another sector—industry and trade.21 
A PBL for Investment Climate and Private Sector Development ($50 million) was added to the 2020 firm 
pipeline, to support reforms for creating an enabling environment for private sector development.   
 

2. Approved ADB Portfolio  
  

22. Over 2014–2018, ADB’s country program in Armenia totaled $1,272.46 million. This included 
$720.57 million provided in new operations during the CPS period and $551.89 million carried forward 
from the previous CPS period. Transport accounted for more than half of the country program (Appendix 
1). Operations approved during 2014–2018 consisted of 7 sovereign loans and grants, 12 TA projects, 
and 5 nonsovereign loans and equity investments worth $246.4 million. During 2014–2018, ADB 
approved $288.92 million in sovereign lending for project investments, and $179.00 million in PBLs. 
 
23. Aside from approved projects over 2014–2018, this validation also assesses ongoing and 
completed projects during the CPS period. During 2014–2018, six loans totaling $321.00 million were 
completed, two of which have PCRs, one of which was validated by IED. Ten TA projects totaling $4.12 
million were completed over 2014–2018, six of which have TCRs. Additionally, six nonsovereign loans 
were approved before 2014, each of which had extended annual review reports that were validated by 
IED during the CPS period. There were six ongoing loans worth $459.24 million, five ongoing TA projects 
worth $2.65 million, and five nonsovereign loans and equity investments worth $90.00 million during 
2014–2018 (Table 1).  
 

Table 1: Total ADB Active Portfolio, 2014–2018 

Project Type No. of Projects 
Approved Amount  

($ million) 
Sovereign approved during CPS period 19  474.2 
Sovereign approved before CPS period and    
   ongoing during CPS period 

3  318.6 

Sovereign approved before CPS period and  
   completed during CPS period 

8  143.3  

Sovereign total 30  936.1 
Nonsovereign approved during CPS period 5 246.4 
Nonsovereign approved before CPS period  
   and completed during CPS period  6 90.0 

Nonsovereign total 11 336.4 
                Total 35 1,272.5 
ADB = Asian Development Bank, CPS = country partnership strategy, No. = number. 
Source: Asian Development Bank database. 

                                                                 
19 ADB. 2015. Country Operations Business Plan: Armenia, 2016–2018. Manila. 
20 ADB. 2016. Country Operations Business Plan: Armenia, 2017–2019. Manila. 
21 ADB. 2017. Country Operations Business Plan: Armenia, 2018–2020. Manila. 



 

 

 

CHAPTER 2  
 

Validation of the Country 
Partnership Strategy Final Review 
 
24. This chapter validates the findings of the CPSFR and provides an overall assessment of the 
performance of the CPS and ADB’s operations, consistent with the 2015 Guidelines for the Preparation 
of Country Assistance Program Evaluations and Country Partnership Strategy Final Review Validations.22 
  
A.  Relevance  
  
25. The CPSFR assessed the ADB program under the CPS 2014–2018 relevant because of the 
alignment of the CPS with ADB’s Strategy 2020 and its three complementary development agenda 
(inclusive economic growth, environmentally sustainable growth, and regional integration) and attention 
to social and environmental safeguards. Key factors supporting this assessment included the close 
alignment of the CPS with the government’s strategic development objectives. In terms of resource 
allocation, however, the bulk of the program was directed to infrastructure and most of the financing 
was directed to the transport sector where the impacts on employment, human development, and 
inclusion were indirect. Infrastructure investments were supplemented by support for policy and 
institutional reforms, which were generally well-targeted and addressed identified constraints to sector 
development. Over the 4-year period, ADB also provided support to public sector governance and 
financial sector development, with an emphasis on small and medium-sized enterprise (SME) finance, 
particularly access to finance for women and under-serviced communities.   
 
26. The sectors chosen for support met the country’s needs, were aligned with ADB’s now extensive 
experience in delivering infrastructure and public sector reforms in transition economies, and met ADB’s 
Strategy 2020 objectives. ADB’s active participation in national development partner coordination 
contributed to a shared strategic vision and used cofinancing to leverage the program. The country 
program had an appropriate balance between financing immediate needs and supporting ongoing 
reforms across the economy. The choice of approach, sectors, and projects appropriately reflected ADB’s 
demonstrated strengths in strategic transport planning, energy sector reform, rehabilitation and 
enhancement of cross-border linkages, and experience working with Central Asian economies on 
governance and social issues in their transition to market-oriented economies. ADB drew on a diverse 
range of lending modalities and financing facilities beyond traditional project financing, including PBL, 
RBL, multitranche financing facilities (MFFs), and a portfolio of nonsovereign operations (NSOs).  
  
27. Alignment with country needs and government priorities. The main objective of the ADS was to 
increase employment through the creation of quality and high productivity jobs, recognizing that high 
growth had not yet led to increased employment. Infrastructure priorities identified in the ADS to remove 
bottlenecks and underpin growth included the North–South Road Corridor, the Southern Armenia 
Railway (to be achieved through a PPP), and renewable energy sources and energy efficiency. Consistent 
with the ADS, the CPS aimed to help Armenia integrate its economy in the region and to rebalance 
toward more resilient, inclusive, and environmentally sustainable growth, with an emphasis on targeted 
infrastructure. It focused on three sectors: (i) improving transport links, (ii) improving WUS, and (iii) 

                                                                 
22  Footnote 3. 
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energy security through the diversification of energy sources and the rehabilitation and upgrade of 
electricity transmission and distribution networks. While this tightly focused program had clear 
advantages from the implementation point of view, its expected impacts on the key results areas 
identified in the ADS were indirect. Additions to the portfolio after the COBP 2015–2017 improved the 
relevance of ADB’s program to the government’s development priorities. 
 
28. Alignment with ADB Strategy 2020. The CPS 2014–2018 was aligned with ADB’s Strategy 2020 
and its three complementary development agenda: inclusive economic growth, environmentally 
sustainable growth, and regional integration. It aimed to help Armenia integrate its economy regionally 
and rebalance it toward more resilient, inclusive, and environmentally sustainable growth. The portfolio 
had strong links to Strategy 2020’s drivers of change. As reported in the CPSFR, the 2014–2017 portfolio 
covered all five drivers of change, with substantial relevance given to gender equity and mainstreaming 
(87%), private sector development (72%), and governance and capacity development (84%). The share 
of partnership was 42% and the contribution to knowledge solutions was 13%. 
 
29. Addressing cross-cutting issues. An overarching goal of the CPS was to help Armenia integrate 
its economy into the region. The CPS rightly focused on RCI opportunities with Georgia and placed 
emphasis on improving domestic and cross-border transport links and improving regional roads. In 
practice, ADB support to Armenia to integrate its economy regionally was limited by geopolitical 
challenges. Gender dimensions were incorporated across the portfolio, and directly through support for 
women’s entrepreneurship via the Women’s Entrepreneurship Support Sector Development Program 
(SDP). Disaster risk management was well represented in the Seismic Safety Improvement Program.23 The 
strategy did not adequately articulate the climate change challenges facing the country or offer a clear 
response from ADB.  
 
30.  Lending modalities and financing facilities. The CPS portfolio included two MFFs approved in 
2009 and 2011; four PBLs, one of which was combined with a FIL as an SDP;24 one RBL; a sector loan and 
two stand-alone project loans; and private sector operations. ADB approved two MFFs supporting the 
North–South Road Corridor and sustainable urban development, with potential for financing projects 
totaling $900 million.25 The four PBLs were approved supporting infrastructure sustainability (two loans), 
the development of women entrepreneurs, and supporting financial markets. 26  The Seismic Safety 
Improvement Program was an RBL.27 The water supply project, which provided additional financing to a 
2007 loan, adopted a sector project modality, while loans for the Vanadzor–Alaverdi–Georgian Border 
Regional M6 road and power transmission rehabilitation were stand-alone project loans.28 Together with 
nonsovereign loan and equity operations, this represented a diverse approach to meeting Armenia’s 
financing needs. However, the bulk of resources were delivered via the now standard MFF infrastructure 
financing product and PBL to support policy and institutional reforms. The chosen modalities were 
generally found to be appropriate to the financing needs. This validation found the sector project 
modality was particularly appropriate for the delivery of water supply and sanitation (WSS), as it enabled 
the efficient selection, implementation, and financing of a number of small projects across the country. 
While performance was mixed, this validation attributes slow project implementation across the portfolio 
to capacity constraints and high turnover within the implementing and executing agencies (consistent 

                                                                 
23 ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Results-Based Loan and Technical 

Assistance Grant Armenia: Seismic Safety Improvement Program. Manila. 
24  The women’s entrepreneurship SDP comprised a PBL and an FIL. 
25  The two MFFs are (i) the North–South Road Corridor Investment Program for $500 million, approved on 6 October 2009; and 

(ii) the Sustainable Urban Development Investment Program for $400 million, approved on 9 May 2011. 
26  The Infrastructure Sustainability Support Program Phases 1 and 2 for $49 million approved in 2014 and $90 million approved 

in 2016; the Women’s Entrepreneurship Support Sector Development Program $20 million PBL and $20 million SDP, approved 
2012; and Public Efficiency and Financial Markets Program, $40 million approved 2017. 

27  The Seismic Safety Improvement Program, $88.5 million, approved in 2015. 
28  Additional financing for the Water Supply and Sanitation Sector Project of $40 million, approved in 2012; the Power 

Transmission Rehabilitation Project for $37 million, approved in 2014; and the Armenia–Georgia Border Regional Road (M6) 
for $50 million, approved in 2016.  
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with the government and Prime Minister turnover) rather than a suboptimal choice of the lending 
modality. 
 
31. Development partnership and coordination. The CPSFR reported that ADB collaborated closely 
with other development partners in the formulation of projects and programs and in mobilizing 
cofinancing. Regular consultation meetings were held among partners and on specific projects. Key 
partners active in Armenia include the European Bank for Reconstruction and Development (EBRD), the 
Eurasian Development Bank, the European Investment Bank (EIB), German development cooperation 
through KfW, the UNDP, the United Nations Children’s Fund (UNICEF), the International Monetary Fund, 
and the World Bank. Coordination, alignment, and cofinancing with the EIB, EBRD, and the World Bank 
in transport infrastructure, energy, water supply, and urban development in Yerevan have been 
particularly important given the scale of needs. Coordination with the International Monetary Fund and 
the World Bank was also important in policy-based lending (PBL) and other interventions in PSM and the 
finance sector, ensuring consistency of advice and complementarity of support. A government–
development partner coordination mechanism was established during the CPS period, but this lapsed 
with the recent change of government.  
 
32. Cofinancing and parallel financing. During the CPS period, cofinancing or parallel financing was 
provided for three sovereign loans totaling $323.5 million. Parallel financing for tranche 3 of the North–
South Road Corridor Investment Program was provided by the EIB ($69.0 million) together with a 
neighborhood investment fund grant from the European Union’s EIB ($14.0 million) and $56.4 million 
for the Armenia–Georgia Border Regional Road (M6). The Eurasian Development Bank provided $150 
million cofinancing for tranche 4 of the North–South Road Corridor Investment Program. EBRD provided 
$30.0 million cofinancing for the Power Transmission Rehabilitation Program, $25.0 million for the 
Sevan–Hrazdan Cascade Hydropower System Rehabilitation Project29, and $80.0 million in nonsovereign 
debt to Electric Networks of Armenia. In addition, $3.8 million in cofinancing was provided for five TA 
projects. Cofinancing of $29.5 million was also provided to projects financed in Armenia under 
ADB’s Trade Finance Program. This validation assesses the cofinancing performance of ADB to be 
creditable, reflecting both the collaborative approach taken by individual project teams and ADB’s 
reputation as a reliable cofinancing partner. Cofinancers were satisfied with ADB’s performance as a 
cofinancing partner, noting ADB’s hands-on approach to monitoring safeguards. 
 
33. Country partnership strategy results framework. The CPS results framework included indicators 
for country development goals and sector outcomes for the three core sectors of ADB operations: (i) 
transport, (ii) WUS, and (iii) energy. The results framework was partly updated each year as part of the 
COBP process. 30  The COBP 2017–2019 added two key areas for assistance: (i) finance, with two 
subprograms for financial sector strengthening included in the pipeline for 2017 and 2018; and (ii) 
health, with a new sector support program for 2019. The COBP 2018–2020 added two further areas of 
assistance: (i) industry and trade, with a proposed 2020 PBL for investment climate and private sector 
development; and (ii) education, with the health program being replaced by a policy-based Social Sectors 
Reform Program covering health and education (potentially an SDP including a PBL). However, as noted 
in the CPSFR, while the COBPs updated key areas of assistance, they did not change the quantitative 
outcome indicators for the three core areas included in the original CPS results framework or add 
quantitative indicators for the new sector assistance areas. The results framework did not include 
indicators for RCI and KPS, which were key components of the CPS. The limited achievement of country 
level outcome indicators and partial achievement in the three core areas where ADB support contributed 
are shown in Tables 2 and 5.  
                                                                 
29  Sevan Hrazdan Cascade Hydropower System (the System) consists of seven run-of-the-river hydropower stations located along 

a waterway of connected rivers (Hrazdan and Marmarik, canals and reservoirs, principally fed by the Marmarik river). The System 
was originally built between 1930 and 1965. The Project involves the rehabilitation and modernization of the System's four 
hydropower plants, the diversion channels for three plants and associated electrical equipment replacement at the substations. 

30 From 2017, the framework was re-titled “country assistance results areas” and included the addition of new “key areas of 
assistance.” 

 

https://www.adb.org/site/trade-finance-program
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34. This validation found that the sector-level indicators were generally not well aligned with the 
planned investments; and the linkage between the planned sector level outcomes in the country program 
and the achievement of the country’s overall development goals was not strong. Underachievement at 
the country level can in part be attributed to the evolving political–economic context within which ADB 
worked during the CPS period. 31  Nonetheless, even a better performing portfolio would not have 
significantly altered the results at the country level. The results framework could have included more 
appropriate country level indicators such as an increase in external trade, improved health outcomes for 
people given access to clean water, and the electricity subsector’s contribution to GDP. 
  
35. Choice of sectors. The three CPS sectors—transport, energy, and WUS—were consistent with the 
CPS priorities and the national development strategy. While the addition of further sectors in later years 
improved the alignment with the ADS, it was at the cost of a less focused strategic approach. It can be 
argued that the sectors added in the later years of the CPS period were consistent with the plan to 
gradually move away from infrastructure financing and that the new sectors were more closely aligned 
with the ADS. However, the implicit decision to not consolidate and continue to fund the original sector 
choices concurrently resulted in a program that was widespread relative to the resource envelope 
available and the limited TA and staff resources to support the program. PSM support during the CPS 
period rightly focused on facilitating reforms in the infrastructure sector in which ADB was active. 
Support to the financial sector was added during the CPS period, with emphasis on SME finance—
particularly access to finance for women and under-serviced communities. 
 
36. Transport. Armenia faces three main constraints regarding transport: (i) the legacy of a transport 
network that had been designed to serve the centrally planned economy of the former Soviet Union; (ii) 
a landlocked geography, a difficult topography, and a severe continental climate; and (iii) extant 
geopolitical challenges, which remain a source of instability and have severed important transportation 
routes. These constraints cause high transport costs and impede Armenia’s external trade and 
competitiveness. As a landlocked country with a geographically dispersed population, a good road 
joining major centers is fundamental to ensure inclusive development as it increases access to markets, 
schools, hospitals, etc.  
 
37. A large part of the road network is in a poor state of repair and only 15% of interstate and public 
roads are in good condition. Lack of quality control during construction and inadequate maintenance 
have resulted in rapid deterioration of pavements. Further improvement of regional connectivity depends 
on upgrading the Upper Lars border crossing point between the Russian Federation and Georgia, the 
main land trade route connecting Armenia with the rest of the world. In addition to the flagship North–
South Road Corridor MFF, the M6 road infrastructure project (leading to Tbilisi, Georgia) is integral to 
regional trade, with 46% of Armenia’s trade passing through the M6 border crossing; 39% through the 
Iran crossing; and 15% divided among other Georgia crossing points, including the North–South Road 
crossing.  

 
38. The North–South Road Corridor is consistent with the ADS and aligned with the first CPS goal to 
integrate Armenia’s economy regionally, which also corresponds with the emphasis on improving 
competitiveness by upgrading the main routes connecting Armenia with Georgia. The European Union’s 
designation of the North–South Road Corridor as an extension of the trans-European road network 
reiterates the importance of the road from an RCI perspective. The relevance of the North–South Road 
Corridor has been supported by recent improvements to infrastructure development in neighboring 
countries. For example, Georgia is at the early stage of starting to improve the road in its territory that 
will meet connect with Armenia’s North–South Road at Bavra. The rationale for the North–South Road 
Corridor as a whole remains that of improved access to Poti and Batumi ports in Georgia, and improved 
connections between the Caspian and Black Seas. As such, the intended RCI benefits of Armenia’s North–
South Road will always rely on the countries to the north and south upgrading or maintaining their 

                                                                 
31 From 2014 to 2018, Armenia had five Prime Ministers. The political upheaval abated following the Velvet Revolution in 2018.  
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adjoining roads to a similar standard. Alternatively, regional trade may continue to be diverted around 
Armenia, i.e., through neighboring CAREC countries. The Armenia–Georgia Border Regional Road project 
is upgrading the other regional road (M6 to the Bagratashen border crossing), which began during the 
CPS period and is expected to improve travel time to Georgia and beyond. Complementing ADB support, 
border infrastructure in the Bagratashen, Bavra, and Gogovan border points is concurrently being 
implemented under a UNDP program, which started in 2012 and is expected to be completed in 2019.32 
To enhance Armenia’s connectivity to the sea ports in the southern part of Caucasus region, a Eurasian 
Bank funded project is also linking Agarak (at international border) to Kajaran.  

 
39. The North–South Corridor Road MFF would have benefited from a prior feasibility study with a 
reliable cost estimate. Evidencing this, the total cost of the North–South Road Corridor was severely 
underestimated at appraisal: $900+ million compared with the current estimate of $3.5 billion. The cost 
increase is attributed to the initial interventions being based on the rehabilitation of the existing road 
and a decision to carry on the four-lane divided cross-section to Gymri in the north; new and costly 
alignments being identified to avoid archeological sites, particularly in the southern section; and a 
government decision to switch from bitumen pavement to cement, to provide longer term sustainability. 
The rationale for selecting the first section of the road for tranche 1 was clear. The first section was 
selected because that part of the road had the highest traffic; an economic internal rate of return (EIRR) 
that substantiated the project; and limited land acquisition issues, meaning that it could start more 
quickly; additionally, the government had an imperative to start works as soon as possible to counteract 
the effects of the 2008–2009 financial crisis. However, that section of existing road was already in 
relatively good condition compared with other parts of the road. This, combined with slower-than-
expected progress and the perceived substandard quality of some of the works under tranche 1, has led 
to speculation regarding misconduct and corruption.33  
 
40. This validation found that ADB’s investments in the transport sector were well planned and well-
coordinated with other development partners nationally, but that more could be done internationally to 
support the achievement of the intended RCI benefits. Support for the North–South Road Corridor was 
set in the context of improving Armenia’s external connectivity, which is fundamental to the efficiency 
of the economy of this landlocked country. However, the relevance and intended benefits of the CPS 
continue to be impeded as a result of geopolitical challenges in the region, which ADB has the ability to 
support the government in addressing. 

 
41. The Sustainable Urban Development Investment Program supported the national priority to 
upgrade city infrastructure to improve living standards and make cities more competitive platforms for 
economic growth.34 A widespread increase in vehicle ownership, particularly in Yerevan, has led to a 
range of problems in the urban transport subsector, including degraded road networks and sidewalks, 
poor quality of public transport infrastructure and services (e.g., metro, bus, and trolleybus), congestion, 
increased pollution, and an increase in road accidents. Secondary cities face a similar situation. The 
program adopted a long-term approach to improving traffic and urban infrastructure in Yerevan by 
rehabilitating and widening several roads and diverting traffic from the city center through the creation 
of a new, reliable, and efficient bypass.  
 

                                                                 
32  UNDP. 2019. Modernisation of Bagratashen, Bavra, Gogavan Border Crossing Points of the Republic of Armenia, 

http://www.am.undp.org/content/armenia/en/home/projects/modernisation-of-bagratashen--bavra--gogavan-border-crossing-
poi.html  (accessed 13 June 2019). 

33  An ongoing criminal investigation is focusing on the possible mismanagement of funds. Government of Armenia. 2019. 
Newsfeed 27.05.2019 Within the criminal case concerning the North–South program, manifestations of "non-objective" 
transactions and tax evasion have been identified. Yerevan. 

34  ADB is helping Armenia upgrade its urban transport services in 12 major and secondary cities using concessional ordinary 
capital resources lending / Asian Development Fund ($48.64 million). The first tranche of the multitranche financing facility 
includes road improvements in the capital, Yerevan, and institutional development and capacity building.  

 

http://www.am.undp.org/content/armenia/en/home/projects/modernisation-of-bagratashen--bavra--gogavan-border-crossing-poi.html
http://www.am.undp.org/content/armenia/en/home/projects/modernisation-of-bagratashen--bavra--gogavan-border-crossing-poi.html


  Validation of the Country Partnership Strategy Final Review  13  
  

 

42. The PCR for the Infrastructure Sustainability Support Program rated the program highly relevant, 
as the poor condition of road transport and water supply infrastructure and the lack of funds for 
maintenance had resulted in poor service delivery.35 The program focused on improving the use of funds 
by prioritizing investments through sector strategies and improving public financial management (PFM) 
reforms. The PVR assessed the Infrastructure Sustainability Support Program relevant, as it found that 
the program did not have sufficiently strong innovative or transformative elements.  
 
43. Energy. A reliable and efficient power supply system is an essential precondition for the 
achievement of socioeconomic development goals. Since 2000, the government has introduced a series 
of energy sector reforms, which have significantly improved performance. The reforms involved 
unbundling of the vertically integrated electricity subsector, and privatization of the entire power and 
gas distribution networks and generation companies. The government’s energy policy supports increased 
energy security, greater energy efficiency, and expanded cross-border electricity trade. The government’s 
sector development priority is to upgrade and rehabilitate the transmission networks. Core problems in 
the energy sector are the low efficiency of energy resource utilization, and the deteriorating and aging 
power infrastructure. Much of the sector’s infrastructure was built during the Soviet era and has 
deteriorated significantly because of insufficient funding for rehabilitation and maintenance. The poor 
condition of these assets leads to a higher risk of system outages, high maintenance costs, and reduced 
production efficiency. State-owned enterprises still play an important role in many sectors, and in energy, 
they maintain control of the high voltage distribution system.  
 
44. Armenia has a balanced energy mix, with the nuclear plant providing 45% of power (expected 
to operate until 2026); 35% generated through thermal energy; and 20% generated from renewable 
sources, primarily hydro, with a growing solar contribution. Gas is imported from both the Russian 
Federation and Iran. The national energy efficiency action plan targets 27% energy savings by 2020. 
Armenia produces about 300 megawatts of small hydro power. Access to electricity has been 100% since 
the Soviet period. The distribution utility was run by a Russian company, which was sold to an Armenian 
company in 2017. Armenia buys, sells, and trades power with Georgia and Iran. The high-voltage network 
is being upgraded with KfW support to strengthen the national grid and allow for greater electricity 
trade with neighbors.  

 
45. The validation finds the ADB program in this sector relevant to the government’s objective of 
providing a reliable and more efficient electricity supply. ADB’s support to the sector included elements 
of institutional and pricing reform under the two phases of the Infrastructure Sustainability Support 
Program. ADB’s support for institutional support and policy development together with investments in 
upgrading and rehabilitating the transmission system were important elements in the government’s 
plans to encourage private sector participation in generation and increase the share of renewables. 
                         
46. Water and other urban infrastructure and services. The additional financing for the WSS sector 
project expanded the project benefits in terms of infrastructure rehabilitation, water service 
improvements, and operational efficiency; and improved public health and the environment in 29 towns 
and 160 villages. It supported 8 towns and 63 villages not covered by the original project to achieve 
safe, reliable, and sustainable water supply. The government continued to implement institutional and 
legislative reforms to help the Armenian Water and Sewerage Company (AWSC) enhance its management 
capacity and operational efficiency. The overall project was intended to reduce poverty by (i) reducing 
the incidence of waterborne disease and cost of medical care, (ii) allowing women to spend less time 

                                                                 
35 ADB supported an integrated approach to road and water management in Armenia through the Infrastructure Sustainability 

Support Program loan using concessional ordinary capital resources lending/Asian Development Fund ($49 million); and TA to 
Strengthen Sector Management Capacity in Road and Water Sectors using Technical Assistance Special Fund ($900,000.00). 
The program was designed to assist the government in improving management systems for the road and water sectors. It 
developed strategies and processes to allocate investments more efficiently, improve regulatory frameworks, and monitoring 
systems. 
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collecting water and more time participating in social and economic activities, (iii) providing safer and 
more reliable water supply, and (iv) improving the quality of life in all project towns and villages.  
 
47.  The Seismic Safety Improvement Program was an RBL with accompanying TA. Following the 
disastrous Spitak earthquake in 1988, the government passed significant legislation to improve seismic 
risk reduction and emergency management. The National Strategy for Disaster Risk Reduction, approved 
in 2012, defined the development of an efficient system for disaster risk reduction as one of the most 
important factors for sustainable development of the country. Design and construction codes and 
standards were revised and updated to reflect the real seismic hazard and to determine the seismic loads 
acting on buildings and structures more correctly. Most of the public buildings constructed during the 
Soviet era need strengthening or reconstruction to meet seismic safety standards. The government 
prioritized school buildings for seismic strengthening or reconstruction. School buildings will be used as 
emergency shelters for temporary hospitals and dormitories after a disaster. The program supports the 
implementation of the disaster risk reduction strategy by improving school seismic safety to reduce 
casualties and damage in schools during earthquakes and enabling better use of school buildings as 
shelters for the public and as focal points for emergency response after earthquakes.   
 
48. ADB support to WSS was directly relevant to the ADS objective of improving human development 
and living standards. Given Armenia’s status as a Group C country, it is likely that the emphasis of ADB 
and other development partners’ support will gradually shift to strategic planning, improving the 
regulatory framework, developing the capacity of local governments to generate revenues and self-
finance investment, and improving environmental standards.  

 
49. Public sector management. Two PBLs supported infrastructure sustainability and are assessed 
relevant. Infrastructure sustainability is important for inclusive growth, as set out in the ADS. The first 
PBL (with two tranches) was to help improve service delivery in the road transport and water supply 
sectors through public expenditure management and financing reforms. The second PBL (with two 
tranches) picked up on the progress achieved under the first loan in 2012 and focused on institutional 
reforms in the water and road sectors, as well as supporting ongoing reforms in the energy sector. The 
PBLs led to increased budget allocations for maintenance and included measures for better management 
of infrastructure assets in the road, water, and power sectors. The two phases of the program aimed to 
improve infrastructure operations and sustainability by introducing program budgeting, improving 
regulations, increasing budget and other allocations for maintenance, improving contracting and 
maintenance practices and institutions for infrastructure service delivery, and increasing power sector 
revenue generation. Greater financial sustainability of the power and water utilities will reduce fiscal 
stress and contingent liabilities. The two PBLs are assessed relevant by this validation as they directly 
addressed PSM issues in the three infrastructure sectors of ADB operations.  
 
50. Finance. Development of financial and capital markets was a key priority in the ADS. The public 
efficiency and financial markets program aimed to strengthen fiscal sustainability and support the 
development of financial markets in Armenia. As it transitioned to upper middle-income country status, 
a prudent and effective debt management policy was required to ensure that the government’s financing 
needs continued to be met at a minimum cost balanced against the need to develop the domestic debt 
market and reduce foreign exchange risk exposure. This was necessary to ensure a smooth transition 
from external and predominantly concessional sources of finance to increased use of local currency-
denominated government securities. ADB supported these objectives by providing three loans in the 
finance sector, two loans (an SDP comprising a PBL and a project loan) supporting the development of 
women’s entrepreneurship, and one loan supporting public efficiency and the development of financial 
markets. The Public Efficiency and Financial Markets Program’s PBL addressed policy reforms that 
contributed to fiscal sustainability. The PBL has enabled continuing and sustainable investment by 
addressing shortcomings in debt management to ensure future fiscal space and manage risks that may 
otherwise undermine medium-term investment programs. All were rated relevant by the CPSFR. 
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51. The program to support the development of women entrepreneurs included (i) a PBL of $20 
million to help fund budget allocations to strengthen the business environment and the Small and 
Medium Entrepreneurship Development National Center (SMEDNC) of Armenia and its support for 
women entrepreneurs and SMEs; and (ii) an FIL of $20 million to enable participating financial institutions 
(PFIs) to provide local currency loans to SMEs, of which at least 50% are women-led SMEs. SME sector 
development and support for female entrepreneurship was and remains a government priority, as it is 
important for increased economic competitiveness and long-term sustainable economic growth. 
However, an earlier assessment by IED noted that the relevance of the SME operations was undermined 
because the implementing agency did not participate in the selection process of PFIs, and by ADB’s 
cumbersome selection requirements, which affected ownership of the program. Notwithstanding, the 
validation is of the view that the operations in the finance sector were relevant to the ADS goal of 
employment creation and assisted the goals of more balanced development and poverty reduction. 

 
52. Implementation risks. The CPS adequately identified the risks to its implementation—notably 
weaknesses in public sector governance and project implementation, including public procurement 
procedures. Lack of familiarity with ADB safeguards was also identified as a risk. However, the measures 
taken to mitigate these risks were, in key areas, inadequate to prevent significant delays in project 
implementation. Political change in the second half of the CPS period compounded implementation 
issues. 

 
53. Country Partnership Strategy Final Review Validation overall relevance rating. The validation 
assesses the ADB program under the CPS 2014–2018 relevant. This is evidenced by the alignment of the 
CPS with ADB’s Strategy 2020 and two of its complementary development agenda (inclusive economic 
growth and environmentally sustainable growth) and its attention to social and environmental 
safeguards. While the CPS aimed to assist Armenia to integrate its economy regionally and ADB’s support 
to the transport sector was well planned and coordinated nationally, more could have been done and 
planned to bring the objective of intended regional integration closer to realization. Overall, the CPS was 
closely aligned with the government’s strategic development objectives, but most resources were 
directed to infrastructure and most of the financing was channeled towards the transport sector. 
Consequently, impacts on employment, human development, and inclusion were less direct. 
Infrastructure investments were supplemented by support for policy and institutional reforms, which 
were well targeted and addressed identified constraints to sector development. Over the 4-year period, 
ADB also provided support to public sector governance, financial sector development, energy, and WUS. 
  
B.  Effectiveness  
  
54. Overall progress toward achieving outcomes during the CPS period for the portfolio was assessed 
by the CPSFR as effective, despite weak performance in achieving both anticipated national level impacts 
and many sector targets. While delays in implementation affected the achievement of project outcomes, 
the individual projects in the portfolio performed well overall at the output level. The CPSFR primarily 
attributed poor performance against the results framework targets to weaknesses in the design of the 
results framework, i.e., the selection of sector level indicators and targets; and the relatively weak linkage 
between the planned sector level outcomes and Armenia’s overall development goals. However, this 
approach to determine the CPSFR rating was flawed, as performance against the results framework 
should have been monitored more closely throughout the CPS and the framework comprehensively 
amended, e.g., through the COBP process, to ensure the framework was a useful tool to monitor and 
ensure relevance and effectiveness. In the absence of a useful results framework, the CPSFR struggled to 
substantiate its effective rating. Similarly, the framework could not be used by the CPSFRV to verify the 
effectiveness of the CPS and associated programs.  
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1. Achievement of CPS Results Framework Outcomes  
 
55. Table 2 summarizes the CPS national targets envisaged in the results framework and IED’s 
assessment of progress against the targets. Of the 11 outcome targets at the sector level, only 2 were 
achieved, 1 was possibly achieved, and 8 were not or unlikely to be achieved. The poor selection of high-
level and sector level indicators and targets significantly impacted ADB’s ability to verify and articulate 
whether strategic results were achieved as intended at the end of the CPS. 
 

Table 2: Country Partnership Strategy Results Framework Sector Outcome Achievements 

Sector-Level Intended Outcome 
CPSFR Stated Achievement 

 Validation Comment 
Transport  
Road freight traffic increases to 
770.0 million ton-km by 2018 
(2012 baseline: 400.9 million ton-km)  

725.1 million ton-km (2017) Performance improved from baseline, 
but not achieved 

Road passenger traffic increases to 
2,770 million passenger-km by 2018 
(2012 baseline: 2,611 million passenger-
km) 

2,336.7 million passenger-km 
(2017) 

Performance declined from the baseline 
and not achieved 

Number of road collisions falls to 2,400 
by 2018 (2012 baseline: 2,602) 

3,535 (2017) Performance declined from the baseline 
and not achieved 

Energy  
Unplanned power interruptions reduced 
to 4–5 times per year in 2018 
(2011 baseline: average of 8–10 times 
per year) 

Average 6.4 times (2017)  Performance improved from baseline, 
but not achieved 

Per capita consumption of power 
increases to 2,500 kWh by 2018 
(2011 baseline: 1,950 kWh)  

1,807 kWh in (2011, revised 
figure) 

1,966 kWh in 2014 

Performance improved from the 
baseline, but not achieved 

Annual CO2 emissions (tCO2 per year) 
decreased by 20,000 tons by 2018 
(2008 baseline: 5.5 million tCO2)  

Decreased from 5.6 million 
tCO2 (2008) to 5.5 million 
tCO2 (2014) 

Incorrect numbers recorded in the 
indicator or CPSFR. Unclear whether the 

2008 baseline was 5.5 million tCO2 or 
5.6 million tCO2 

Exports of electricity increased to 
2.5 billion kWh by 2018  
(2011 baseline: 1.6 billion kWh)  

1.2 billion kWh (2016) Performance declined from the baseline 
and not achieved 

Water and other urban infrastructure and services 
Share of population connected to the 
centralized water supply system increased 
to 50.0% by 2020 (2013 baseline: 44.7%)  

According to the 2016 
household survey data, 66.7% 
of households had 24 hours 
access to centralized water 
supply system. 

Achieved. Target significantly 
underestimated at the outset 

Share of the population connected to 
centralized sewerage system increased to 
50.0% by 2020 (2013 baseline: 44.7%)  

According to the 2016 
household survey data, 69.7% 
of households had access to 
centralized sewerage system. 

Achieved. Target significantly 
underestimated at the outset 

90% of solid waste generated disposed of 
in sanitary landfills by 2018 
(2012 baseline: 0%)  

No sanitary landfills by end of 
2017.  

Not achieved 

7,750 pupils in seismically strengthened 
schools by 2016 (2012 baseline: 0) 

None by end of 2017.  Not achieved 

CPSFR = country partnership strategy final review, km = kilometer, kWh = kilowatt-hour, tCO2 = ton of carbon dioxide equivalent. 
Sources: Independent Evaluation Department assessment. Baseline and target figures were compiled from the ADB Country 
Partnership Strategy: Armenia, 2014–2018. The CPSFR stated achievement figures were drawn from the Country Partnership 
Strategy Final Review. ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. 
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56. The planned transport sector outcome was improved internal and external transport links with 
increased, more efficient, and safer movement of goods and people. The three outcome indicators for 
transport were not or are unlikely to be achieved, and the CPSFR attributed this to slower-than-expected 
economic growth, a declining population during the CPS period, and a weaker-than-expected external 
environment. The large increase in road traffic collisions may reflect changes in reporting procedures. 
The growth in freight traffic was encouraging even though the target was not met. Slower-than-
anticipated project implementation also detracted from progress in reaching the targets.  
 
57. The planned energy sector outcomes were enhanced energy security through greater utilization 
of domestic renewable energy and improved reliability of the electricity system; and deeper regional 
integration, with expanded cross-border electricity trade. This was to be reflected in increased and more 
efficient use of energy (including renewable energy). Four indicators were identified to measure 
performance (Table 4). The target for unplanned power interruptions is unlikely to have been met but 
the trend is encouraging. The latest data (2016) show electricity exports below even the 2011 baseline.  
  
58. The envisaged sector outcome for WUS was more even urban development, with more people 
using improved water supply, sanitation, and municipal services. Four indicators were identified to 
measure performance. The data for the percentage of the population connected to clean water and 
sanitation is problematic insofar as that the data presented for 2016 far exceeds the 2020 targets. No 
progress appears to have been made in providing sanitary landfills. The lack of pupils in seismically 
strengthened schools is the result of delayed project implementation. The first school is scheduled for 
completion in the first half of 2019. 
 

2. Sector and Project-Level Performance  
  
59. A total of 16 projects and TA were completed, with 8 PCRs, all of which were self-evaluated as 
successful or highly successful—except for the Investment Promotion TA (Table 3), which was assessed 
less than successful. IED validated the PCR for Phases 1 and 2 of the multisector Infrastructure 
Sustainability Support Program and related TA project as successful.36   
 

Table 3: Assessments of Completed Projects  

Sector 

Project Completion Report/ 
Technical Assistance Completion Report 

Project Completion Report Validation 
Report 

Number Successful Number Successful 
Transport 1 1 0 0 
Public sector  
   management 

6 5 1 1 

Finance 1 1 0 0 
       Total 8 7 1 1 
Sources: Independent Evaluation Department assessment. Baseline and target figures were compiled from the ADB Country 
Partnership Strategy: Armenia, 2014–2018. The CPSFR stated achievement figures were drawn from the Country Partnership 
Strategy Final Review. ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. 

      
60. Transport. The effectiveness of the North–South Road Corridor has been mixed.  Many outputs 
have been achieved or are being achieved as intended. On completion of tranche 1, 31 kilometers (km) 
of road on the Yerevan–Ashtarak section had been reconstructed, which was much higher than the report 
and recommendation of the President for tranche 1 and the design and monitoring framework (DMF), 
which had anticipated 18.5 km of rehabilitated road for a total cost of $70 million. The Yerevan–Ashtarak 
Road and the Yerevan–Artashat road section, rehabilitated and upgraded under tranche 1, were opened 
in 2015 with a four-lane cross-section. Upgrading of the 42 km section from Ashtarak to Talin (tranche 
2) and the section from Talin to Lanjik (tranche 3) is in progress. The section from Lanjik to Gyumri is 
being cofinanced by the EIB. The institutional improvement component has not been fully achieved, and 

                                                                 
36 The Infrastructure Sustainability Support Program is classified PSM in the ADB project classification system. 
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continuing attention is being given to this under tranche 3, while the completion of the road sector plan 
was deferred to tranche 3 of the MFF.  
 
61. Traffic count data on tranche 1 sections indicate an annual growth rate of 6% in the last 10 years 
(2009–2018).37 The maximum possible vehicle speed has increased from 75 km per hour to 100 km per 
hour, with an estimated real increase of 6 km per hour. This has established a journey time saving of 
approximately 2 minutes over the entire 31 km. Initial analysis indicates vehicle operating cost savings of 
$0.026 per vehicle-km and journey time savings of $0.01 per vehicle-km. Installation of road safety 
measures on tranche 1 sections including the construction of overpasses have improved road safety. 
Section 3 has an increased average annual daily traffic of 18,635 vehicles (from 12,384 in 2009); and 
Section 2 has an increased average annual daily traffic of 37,831 vehicles (from 23,406 in 2009), which 
indicates increased usage.  

 
62. Effectiveness challenges with the North–South Road Corridor are attributed to road selection; the 
level of corresponding infrastructure developments in neighboring countries with adjoining roads, 
effecting the intended RCI benefits; and transport demand not yet reaching the optimal levels originally 
projected due to a lower than anticipated level of economic growth in Armenia over the period and a 
lack of diversions of trade from Bagratashen to Bavra. These issues, among others, have contributed to 
media reporting and investigations of management and implementation and the use of funds by 
contractors and officials.38 

 
63. Many key outputs relating to the improved capacity of the Ministry of Transport, Communication 
and Information Technologies (MTCIT) project implementation unit (PIU) have been achieved, including 
improved capacity in the land acquisition and resettlement plan (LARP) implementation and 
environmental safeguards, a government priority. Maintenance of the North–South Road Corridor and 
the Armenia-Georgia Road Project (M6) is a significant concern. While national contractors are playing 
an increasingly important role, their capacity needs further strengthening. The two Infrastructure 
Sustainability Support Program loans (Infrastructure Sustainability Support Program 1 and 2 PBLs) 
included substantive measures to strengthen regulation, maintenance expenditure, and efficiency; and 
played a significant role in introducing performance-based contracting to road maintenance. 
 
64. The Infrastructure Sustainability Support Program 1 and 2 helped strengthen the institutional 
capacity of the MTCIT and ensure that adequate resources were allocated from the state budgets for 
road maintenance. The PCR considered the Infrastructure Sustainability Support Program effective, with 
its outcome and outputs being substantially achieved. The outputs included the introduction of results-
based management systems, the preparation of legal foundations in the WUS sector, and the 
introduction of new techniques to generate essential data for the results-based management system in 
the road transport subsector. The expected outcome of incorporating sector performance targets in the 
medium-term expenditure finance, outturn reporting, and audit processes was met; the MTCIT and State 
Committee for Water Economy produced risk-based audit plans for 2015, 2016, and 2017; and 
performance indicators for the road sector were included in the Medium-Term Expenditure Framework 
for 2015–2017 and 2016–2018. Of 27 output indicators, 25 were achieved. The most important 
achievements were the establishment of a road council, which will coordinate the road maintenance 
policies and investment decisions; the establishment of a road regulatory department under the MTCIT; 
and a video inventory of roads. The subsequent PVR also assessed the program effective. It noted that 2 
of the 27 output indicators were partly achieved. The upgrading of the road asset management system 
to an information technology-based system was only partially completed, with the integration of the 
road network video inventory system.  

                                                                 
37 Traffic count data is based on records attained from the Armenian Roads Directorate by an economic analyst preparing an 

economic reevaluation of the North–South Road Corridor Investment Program Tranche 1 (provided 13 June 2019). A traffic 
increase of 6% per year compared to GDP growth rates (Figure 1) over the same period indicates that increased usage may be 
attributable to the road investment as opposed to economic growth. 

38 Footnote 31. 
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65.  Energy. One sovereign loan in the energy sector for the upgrade and rehabilitation of the 
transmission network was approved in 2014 and is ongoing. The CPSFR rated the project likely to be 
effective. Three other projects rehabilitating the Sevan-Hrazdan cascade hydropower system, 
rehabilitating and augmenting the distribution system, and developing gas-powered generation are 
private sector operations. The latter two were approved in 2017 and 2018 and have had limited impact 
thus far, while the profitability of the former, which is operating at target capacity, is being threatened 
by newly introduced regulations. The CPSFR found that the power transmission rehabilitation loan is 
expected to achieve output and outcome targets by the original project completion date despite some 
initial delays in procurement and a minor change in scope. Turnkey contracts for the rehabilitation of the 
Agarak 2 and Shinuhayr substations were awarded in 2016. Detailed engineering designs were 
completed and preparation work in both substations is progressing well. For both substations, the 
rehabilitation includes (i) reinforcing and strengthening the power assets’ foundations; (ii) replacing 
aging power transformers, circuit breakers, instrument transformers, disconnectors, and control and 
protection equipment with modern technologies; and (iii) refurbishing and constructing facilities (e.g., 
oil storage and high-voltage energy network control room). In addition, new transmission towers are to 
be constructed in Agarak. The validation discussed the progress and outcomes with the sector 
implementing agencies and confirmed the achievements set out in the CPSFR. KfW is also supporting 
strengthening of the national transmission system. 
 
66. The CPSFR found that the NSO loans are likely to have an important impact on securing 
generation capacity. Unplanned power interruptions have reduced to an average of 6.7 a year in 2017 
compared with 8–10 per year in 2011. This is short of the target of 4–5 a year. Per capita consumption 
in 2011 was 1,807 kilowatt-hours (kWh), increasing to 1,966 kWh in 2014. Exports of electricity fell from 
1.6 billion kWh in 2011 to 1.2 billion kWh in 2016. Annual carbon dioxide emissions decreased marginally 
from 5.6 million in 2008 to 5.5 million in 2014.  

 
67. Water and other urban infrastructure and services. The CPSFR assessed the sustainable urban 
development program likely to be effective. The periodic financing request for tranche 2 set out 
achievements for tranche 1, indicating that the widening of Arshakunyats street had been physically 
completed in December 2014 and that the widening of the Artashat highway and construction of the 
new Shirak road and roundabout under tranche 2 was under way and would be completed by the end 
of 2018. Due to financial constraints and fiscal consolidation, budget allocations for 2017 had to be 
reduced, resulting in effectiveness and efficiency issues. This affected the start of implementation of the 
Arshakunyats–Geregin Nzhdeh, Arshakunyats–Bagratunyats, and Shirak–Argavand sections. Budget cuts 
also delayed the recruitment of consultancy services for the transport sector reorganization and the 
establishment of Yerevan Transport Authority. The loan completion date for tranche 1 has been extended. 
Further delays are expected following political developments in Armenia in April–May 2018. Additionally, 
the Yerevan mayor resigned in July 2018 and a new mayor assumed office on 10 October 2018, which 
has the potential to slow delivery. The original MFF was designed to cover Yerevan and other cities, with 
the first two tranches focusing on Yerevan. Tranche 3 would have focused on other cities but with a 
different PIU, which would have lessened one of the benefits of the MFF approach of continuity in 
developing design and implementation capacity, with the follow-on anticipated benefit of later tranches 
being implemented faster and more effectively. However, the new government has deferred the 
processing of tranche 3. The validation found that, despite the challenges faced, the MFF is likely to 
achieve the envisaged outcomes and create capacity for the implementation of further investments in 
the sector. 
 
68. The PCR rated the WSS sector project effective. Outcome targets were achieved, with about 
895,000 residents in 29 towns and 160 villages across Armenia having access to at least 16 hours of 
water that meets Armenian water quality standards by 2016. The project assisted the AWSC to improve 
its technical, financial, and management capacity. Nonrevenue water losses in the overall AWSC service 
perimeter, including the project area, were reduced to 67.3% by September 2016. Metering levels 
increased to 83% and revenue collection increased to 91% on average. The project has contributed to 
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achieving the CPS target of 50% of the population connected to the centralized water supply system, 
with the 2016 household survey showing that two-thirds of the population had 24-hour connection. 
However, the CPSFR noted that this 50% target may have been too low as the household survey also 
showed that 69.7% of households had access to the centralized sewerage system without any major new 
investment, indicating a potential design flaw. 
 
69. This validation found that the water sector project was implemented well, and the additional 
financing was implemented in a timely manner. Progress under the ADB-financed investment contributed 
to the development of the system to the point where a leasing arrangement with a private sector service 
provider, Veolia, was viable. Water service has risen from 2 hours a day in 2008 to 23 hours a day in 2018 
and water quality meets European standards. Cross-subsidies are in place from urban to rural customers. 
Some 470 villages are not participating in the Veolia lease for a range of reasons—some have their own 
systems, some see no financial advantage in joining, and some villages have a declining population. 

 
70. The CPSFR reported that the CPS target of 90% of solid waste disposed of in sanitary landfills by 
2018 has not been met, as no sanitary landfills have been developed. ADB provided project preparatory 
TA support for solid waste management. The TA indicated a robust rationale for a dedicated project, but 
a project did not proceed because of the fiscal consolidation program. The diagnostic study for solid 
waste management solutions in remote communities prepared pre-feasibility studies for pilot projects 
and an indicative investment plan. The government has expressed interest in grant resources for such 
projects, despite the country’s ordinary capital resources-only status.  
 
71. The CPSFR rated the Seismic Safety Improvement Program likely to be effective. However, the CPS 
framework target has not yet been met. While substantial implementation delays have occurred, the 
government remains committed to meeting the program outputs and outcomes, and recently allocated 
a substantial budget amount for the program in 2019. Effective criteria are used to select high priority 
schools, and progress on those included in the first batch indicates that schools meeting high seismic 
safety requirements can be delivered, albeit more slowly than expected. TA support for capacity 
development and validation activities is being implemented smoothly, and additional TA resources are 
being planned to support the program through to completion. Additionally, an innovative approach to 
involve beneficiary communities is yielding results and positive feedback. The RBL modality enables ADB 
to disburse for results related not only to seismic strengthening of schools, but also the quality of 
construction, institutional strengthening, and capacity development. As such, it provides incentives for 
the government to improve its systems and enhance ownership. The RBL modality was praised by the 
deputy minister of education and senior level officials for this increased ownership and focus on outputs 
and outcomes. While this indicates the likely effectiveness of this investment, it also reiterates that the 
investment is relevant and that the appropriate modality was selected. This validation shares the 
assessment of the program’s likely effectiveness. Careful but slow selection of schools for inclusion in the 
program was a factor in the delayed implementation, as was the discovery of ancient Roman artifacts at 
one school site—impacting both effectiveness and efficiency.   
 
72. Finance. Three sovereign loans were provided in the finance sector, two supporting the 
development of the Women’s Entrepreneurship Support Sector Development Program and one 
supporting public efficiency and the development of financial markets. While the finance sector was not 
included in the CPS results framework and sector targets were not set, the CPSFR rated ADB’s contribution 
to the sector effective based on expected benefits. The PCR rated the Women’s Entrepreneurship Support 
Sector Development Program effective, although not all targets have been met. The program had two 
components: a PBL and a FIL.39 TA was provided to support the program, train women entrepreneurs, 
and strengthen National Agency for the Promotion of Small and Medium-sized Entrepreneurs capacity 
in risk management. Some of the PBL outputs and outcomes were met. The Ministry of Economic 

                                                                 
39 The PBL had four target outputs: (i) improved institutional framework supporting women entrepreneurs and SMEs, (ii) improved 

capacity of women entrepreneurs and SMEs, (iii) improved access to finance by women entrepreneurs and SMEs, and (iv) 
improved business environment supports SMEs. The FIL supported the achievement of output (iii).  
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Development and Investments approved and implemented a gender-mainstreamed national strategy for 
SME development and a women’s entrepreneurship development strategy. Support activities for 
women’s entrepreneurship were included in the SME state support annual program, and the government 
attributed women’s inhibited participation in business to women having a lack of business awareness. 
In contrast, the Central Bank of Armenia (CBA), which implemented the FIL component, did not consider 
a separate program targeting women entrepreneurs necessary. As of 1 January 2018, under the 
framework of the SME State Support Program 2017, the SMEDNC provided support to about 4,700 start-
up and operating SMEs. The SMEDNC indicated that the support program needs to mature and 
encourage women’s participation in more complex business activities. National statistics on SME sector 
growth and its contribution to GDP and employment have not been compiled, limiting the evidence of 
effectiveness at a higher level.  
 
73. While the FIL program provided 2,700 new loans by June 2018, planned 2017 targets were not 
achieved because of the small number of PFIs involved in the program and reduced interest (these are 
both design and effectiveness issues). One PFI withdrew from the program and repaid back the allocated 
funds. The contract award for another PFI was frozen because of noncompliance with financial 
covenants. ADB’s internal procedures on audit reports and the environmental and social management 
system were cited as cumbersome and out of line with other multilateral financing institutions. The 
environmental and social management system was too technical and costly for small enterprises. The 
project management unit (PMU) in the CBA informed that it had not been involved in the project design 
or the selection of PFIs and questioned why individual agreements were made between ADB and the PFIs. 
The PMU indicated that it could have run the program with CBA supervision and criteria. ADB’s 
procedures could likely diminish PFI interest in such funding in the future. The CBA noted that the PBL 
and FIL components could have been better integrated, as PFIs and the CBA are banks and are not the 
best-suited vehicles for promoting women entrepreneurs.40 About 75,000 SMEs are active in Armenia, 
representing 30% of GDP and more than 30% of employment, with the majority involved in trade. The 
SMEDNC considers that the main outcome of the ADB project was that it established women as a special 
area to be targeted. It also reported very good support and interaction from ADB staff, including the 
resident mission. The program trained 500 women and 150 received financial support. SMEDNC 
recommends that future support to SMEs should not focus on start-ups, but readying existing SMEs for 
innovation, investment, and export. During a validation mission interview the CBA described the 
Women’s Entrepreneurship Program as “not a success story”. Part of the loan was returned without 
disbursement because of what it regarded as lack of flexibility on the part of ADB. Despite this, both the 
CBA and SMEDNC expressed a willingness to work again with ADB in this area. 
 
74.  The CPSFR rated the Public Efficiency and Financial Markets Program (Subprogram 1) likely 
effective, with the outcome and outputs achieved as scheduled. The government endorsed a PPP concept 
paper in November 2017. The current programmatic approach is providing the necessary flexibility and 
has facilitated a more relevant chronological sequencing of policy reforms. It has allowed adjustments to 
policy actions in Subprogram 2 under consideration, as more effective solutions have been devised to 
meet objectives in response to changing circumstances. Subprogram 1 concentrated on improving 
systems, strengthening capacity, and providing an enabling environment, while Subprogram 2 is 
implementing these initiatives—leading to a more stable and reliable yield curve and a better grasp of 
fiscal risks. Progress is being made in outcome 1, deepening financial markets. The percentage of 
domestic securities in total public debt outstanding and the turnover ratio in government bonds have 
increased. Public debt and fiscal risk management policies are also being strengthened. The government 
is developing a framework to (i) identify, vet, and prepare PPPs (based on risk profiling, fiscal affordability, 
and financial viability); (ii) govern unsolicited proposals; and (iii) monitor the operational performance of 
each PPP, with guidelines under development. Bond ceilings and bond auctions are both being increased. 
Several laws and regulations have been developed under Subprogram 2, including legal amendments for 

                                                                 
40 IED conducted a thematic assessment of SMEs, which covered the SME program in Armenia in November 2017 and cited similar 

concerns to those above. See IED. 2018. Support for Small and Medium-Sized Enterprises, 2005–2017: Business Environment, 
Access to Finance, Value Chains, and Women in Business. Manila: ADB. 
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secured interbank lending, a law for residential mortgage lending, and amendments to the Covered 
Bonds Law, 2008. Legislative reforms will also be proposed to Parliament to make it mandatory for large 
firms to be audited externally. TA was provided to facilitate program preparation and implementation. 
This is a substantial body of reforms relating to PFM and improving the environment for private sector 
development. The government was particularly appreciative of ADB’s support for developing the enabling 
environment for PPPs and expressed the hope that ADB would continue to support the development of 
PPP investments.  
 
75. Country Partnership Strategy Final Review Validation overall effectiveness rating. The validation 
assessed the CPS to be effective. Like the CPSFR, the validation assesses that the overall performance in 
achieving the anticipated national level impacts and many of the sector targets was not strong; and 
that delays in implementation affected the achievement of project outcomes. Despite this, individual 
projects performed relatively well at the output level. The effectiveness of the North–South Road 
Corridor has been mixed. Positive achievements include the reconstruction of 31 kms of road on the 
Yerevan-Ashttarak section, which was much higher than originally planned; and positive traffic count 
data showing increased use of the road, increased speed, journey time saved, and improved safety 
measures. Challenges with the road are attributable to road selection; limited corresponding 
infrastructure developments in neighboring countries with adjoining roads affecting the RCI intended 
benefits; and transport demand has not yet reached the optimal levels originally projected. Weaknesses 
in the design of the CPS results framework also made it difficult for the CPSFR to evidence the success 
of the planned sector level outcomes and Armenia’s overall development goals.  
 
C.  Efficiency  
  
76. The CPSFR rated ADB operations and the portfolio performance as a whole less than efficient. 
The portfolio is dominated by infrastructure projects, which are rated less than efficient, thus influencing 
the overall efficiency rating. Implementation delays—including start-up delays, delays in procurement, 
and slow civil works construction—affected many projects. The CPSFR noted that a country procurement 
risk assessment report has been prepared and is being finalized by ADB. The main objective of this 
assessment is to identify the strengths and weaknesses of the public procurement system, which can be 
reflected in the CPS 2019–2023, together with risk mitigation plans. Budget constraints under the fiscal 
consolidation policy will continue to constrain expenditure for the foreseeable future and may impact 
the availability of counterpart funding.  
 
77. The EIRR does not provide a particularly useful means to validate the overall CPSFR efficiency 
rating owing to the limited number of infrastructure projects completed over the period. However, IED 
calculated EIRRs for four of the completed WSS sector project subprojects. All were rated economically 
viable, one exceeded expectations, three performed at a lower rate than was originally anticipated, and 
three were above the 12% social discount rate. As shown in Table 4, the lower EIRRs at completion for 
three WSS sector project subprojects were attributed to lower actual economic benefits and markedly 
higher economic costs than estimated at appraisal. 
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Table 4: Economic Internal Rate of Return of Completed Projects 

Project 
Approval  

(%) 
Completion  

(%) Deviation 
NSRCIP tranche 1 18.6 PCR not yet prepared CPSFR states that the baseline data may prove 

unrealistic 
NSRCIP tranche 2 12.0 PCR not yet prepared CPSFR states that the baseline data may prove 

unrealistic 
WSSSP Abovyan 
subproject 

25.0 13.7 Economically viable. Lower actual economic 
benefits and markedly higher economic costs 
than estimated at appraisal 

WSSSP Ararat 
subproject  

21.0 17.3 Economically viable. Lower actual economic 
benefits and markedly higher economic costs 
than estimated at appraisal 

WSSSP Lori 
subproject 

19.2 23.2 Economically viable. Project benefits were the 
result of incremental and non-incremental 
water, and time savings 

WSSSP 
Gegharqunik 
subproject  

17.6 10.5 Economically viable. Lower actual economic 
benefits and markedly higher economic costs 
than estimated at appraisal 

CPSFR = country partnership strategy final review, PCR = project completion report, NSRCIP = North–South Road Corridor Investment 
Program, WSSSP = Water Supply and Sanitation Sector Project. 
Sources: Independent Evaluation Department and ADB.2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. 
 
78. Overall portfolio performance. ADB assesses project portfolio performance using the following 
performance indicators: (i) contract awards, (ii) disbursements, (iii) technical conditions, (iv) financial 
management, (v) safeguards, (vi) gender, and (vii) compliance with loan covenants. Overall, the 
performance of ADB’s portfolio in Armenia for the CPS period was satisfactory. The trend of the overall 
portfolio ratings for the last 6 years (2012–2017) is shown in Figure 3. The 2018 country portfolio review 
identified five major project implementation issues impacting the Armenia portfolio: (i) long bidding 
processes, (ii) abnormally low bids, (iii) complaints by project-affected persons, (iv) incorrect cadastral 
maps, and (v) low disbursements. 
 
 

Figure 3: Overall Portfolio Ratings of ADB Armenia Portfolio in 2012–2018 

 
 
79. Process efficiency. The number of on track loans has been steadily increasing over the last 6 years 
(2012–2017), although the number of potential problem loans has remained the same since 2013, at 
one. In 2017, 8 out of 10 loans were rated on track. There was no actual problem project in 2017, but 

 
ADB = Asian Development Bank. 
Source: Asian Development Bank Annual Portfolio Performance Reports from 2012 to 2017. 
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the Seismic Safety Improvement Program was rated potential problem because of implementation delays 
and expenditure limits imposed by fiscal consolidation measures. By September 2018, following a loan 
extension and updated implementation schedule, the Seismic Safety Improvement Program was back on 
track. However, tranche 2 of the Sustainable Urban Development Investment Program was rated actual 
problem because of lower-than-expected disbursements and contract awards resulting from political 
changes that followed the 2018 Velvet Revolution; and tranche 3 of the North–South Road Corridor 
Investment Program was rated potential problem because of implementation delays that limited 
disbursements. Both projects were expected to be on track by the end of 2018.  
 
80. Time from approval to effectivity or start-up for all projects during 2014–2017 was 3.5 months 
on average, much lower than the ADB average of 5.2 months. Both the contract award and disbursement 
ratios for Armenia are positive. During 2016–2017, the Armenia contract award ratio improved sharply 
compared with 2013–2015, exceeding ADB and CWRD averages (Table 5).  
 

Table 5: Key Portfolio Performance Indicators for Armenia, 2012–2017 

Item 2012 2013 2014 2015 2016 2017 
Financial Performancea       
  Contract award ratiob (%) 71 11 18 14 35 35 
  CWRD-wide contract award ratio (%) 32 21 23 18 27 20 
  ADB-wide contract award ratio (%) 24 20 24 23 24 24 
  Disbursement ratio (%) 8 12 25 27 29 29 
  CWRD-wide disbursement ratio (%) 18 17 16 17 18 17 
  ADB-wide disbursement ratio (%) 18 18 18 17 18 18 
Start-Up Compliance       
Loan (No.c|No.d) 3|0 1|2 2|3 2|2 2|2 1|1 
  Average time from approval to signing (months) 1.6 2.1 3.0 2.7 2.2 2.0 
  Average time from signing to effectivity (months) 3.6 5.7 5.1 5.1 4.1 4.0 
Grant (No.c|No.d) 0|0 0|0 0|0 0|0 0|0 0|0 
  Average time from approval to signing (months) … … … … … … 
  Average time from signing to effectivity (months) … … … … … … 
Technical assistance (TA) e       
  Active TA portfolio (number) 6 6 7 12 11 9 
  Average time from approval to signing (months) 1.2 2.0 1.7 1.2 1.0 1.0 
Portfolio Ratingf       
  On track [number (%)] 3(60) 4(80) 5(83) 6(75) 8(89) 8(80) 
  Potential problem [number (%)] 2(40) 1(20) 1(17) 1(12) 1(11) 2(20) 
  Actual problem [number (%)] … … … 1(12) … … 
  CWRD-wide projects with implementation risk (%) 28 19 13 22 15 25 
  ADB-wide projects with implementation risk (%) 32 21 20 24 20 27 

… = no data, ADB = Asian Development Bank, CWRD = Central and West Asia Regional Department, TA = technical assistance. 
a  Covers project loans and grants only.  
b  Without policy-based loans and grants. 
c  Number of loans (grants), including supplementary, approved during the year. 
d  Number of loans (grants), including supplementary, signed during the year. 
e  Includes nonsovereign TA. 
f  Covers all loan and grant projects (including cofinancing). 
Sources: Asian Development Bank annual portfolio performance reports, 2012–2017. Data on start-up compliance indicators are 
based on Portfolio and Financial Management Department portfolio management indicators, 2012–2017.  

 
81. Contract awards. Figure 4 shows targeted contract awards and the actual contract awards from 
2012 to 2017. Targets per loan were set by the responsible sector divisions, totaling $36.6 million in 
2017, while the overall management target for Armenia was set at $64.0 million. By the end of 2017, 
contract awards (excluding program loans) totaled $73.6 million, i.e., 115% of the management target. 
The contract awards ratio for 2017 was 35%, the same as the preceding year.  
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Figure 4: Annual Contract Awards of ADB Armenia Portfolio in 2012–2017 

 

82. Disbursements. Figure 5 shows the targeted and actual disbursements for project loans from 
2012 to 2017. In 2017, the disbursement ratio was as strong as it was in 2016. The risks were mainly 
slow construction works and the government’s budget control process, which sets the ceiling for the 
amount that each loan project can disburse. Disbursements vary from project to project. While 
disbursements for the power transmission project and the Women’s Entrepreneurship Support Sector 
Development Program were comparatively high, there was low disbursement against target for the 
Seismic Safety Improvement Program ($3.8 million in 2016) and comparatively low disbursement for the 
North–South Road Corridor Investment Program and the Armenia–Georgia Border Regional Road (M6 
Vanadzor–Bagratashen) Improvement Project. Slow civil works progress, long procurement and land 
acquisition processes, complaints by project-affected persons, and the discovery of ancient Roman 
artifacts contributed to project delays. All projects related to infrastructure construction are facing 
implementation problems related to cadastral data. Discrepancies between cadastral maps, cadastral 
certificates, other property related documents, and actual land use and/or location need correction 
before land acquisition and resettlement plan implementation. 
 
83. While procurement delays affected contract awards and disbursement performance, this was 
minimal compared with the ADB and CWRD average delays and disbursement performance. The overall 
approval of bid evaluation reports is longer than the CWRD average. Reasons for the long bidding 
processes include poor quality of bidding documents, poor quality of bids submitted, poor quality of bid 
evaluation reports, and in certain cases PIUs’ unwillingness to apply ADB’s procurement principles. As in 
many other countries in the region, ADB has observed a general decline in bid prices in recent years for 
civil works under the open competitive bidding processes. In ADB-financed projects in Armenia, large 
loan savings were achieved in 2017; one contract awarded in 2017 was 55% lower than the executing 
agency’s cost estimates. Low bid prices in a competitive environment can result in savings to the 
government, but abnormally low bids often result in subsequent contractual disputes or poor-quality 
work. Armenia adopted a new public procurement law in 2017, which is harmonized with both European 
Union and Eurasian Economic Union regulations. This presents an opportunity for ADB, working with key 
development partners to build capacity to fully exploit the newly introduced reforms. 
 
 
 
 

 
ADB = Asian Development Bank. 
Source: Asian Development Bank Annual Portfolio Performance Reports, 2012–2017; figures on targeted contract 
awards are from Country Portfolio Review Mission. 
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Figure 5: Annual Disbursements of ADB Armenia Portfolio in 2012–2018 

 
84. Transport. The CPSFR assessed all program tranches for the North–South Road Corridor 
Investment Program and the Sustainable Urban Development Investment Program less than efficient. 
Technical issues arose in all projects and construction has been slower than expected. PCRs have not yet 
been prepared for these projects, so the rating is based on implementation efficiency; it will be revisited 
when the PCR is prepared, considering benefits and EIRRs. In total, $500 million was approved for the 
ADS-financed North–South Road Corridor MFF for three sections, which constitute only part of the 
corridor. EIB is cofinancing with the ADB for the mentioned sections. Of the $500 million MFF, $180 
million has been disbursed and $330 million has been committed, after 8 years. Tranche 1 of the North–
South Road Corridor Investment Program experienced delays in loan effectiveness and start-up, requiring 
extensions in funding availability, which continued during construction. The implementing agency had 
no previous experience with large infrastructure projects. The appraisal EIRR of 18.6% will be recalculated 
in the PCR; changes were made in the actual components delivered, while road sector target indicators 
may prove unrealistic as they were formulated using baseline information that may not be reliable (as 
stated in the CPSFR). The re-evaluated EIRR of tranche 1 section 3 is currently estimated to be 12.4% and 
section 2 is 13.3%, resulting in a combined EIRR of 13.0%. While the re-evaluated EIRR is lower than the 
appraisal EIRR, it indicates that the project remains economically viable.41 
 
85. Implementation of subsequent tranches has been slower than anticipated, impeding 
effectiveness. For tranche 2 of the North–South Road Corridor Investment Program, implementation 
delays are attributable to the lack of full access to the site as a result of land acquisition and resettlement 
issues, among other things. Relocation of some utilities caused additional land acquisition and 
resettlement impacts and required the preparation of due diligence reports and supplementary LARPs. 
The government separately verified the CPSFR finding that insufficient inputs were allocated by the 
contractor, and loan implementation procedures were not always followed—adding to delays. For 
example, this included the preparation and “approval” of contract amendments by the MTCIT without 
prior consultation with or approval by ADB; the amendments subsequently had to be cleared and agreed 
with ADB before being accepted for payment. The EIRR for tranche 2 of the North–South Road Corridor 
Investment Program was 12%—lower than tranche 1 as there was less traffic in the area. The actual EIRR 
may also be lower because of unrealistic baseline data. Reassessment of the EIRR at completion should 

                                                                 
41 Footnote 35. 

 
ADB = Asian Development Bank. 
Source: Asian Development Bank Annual Portfolio Performance Reports, 2012–2017; figures on targeted contract 
awards are from Country Portfolio Review Mission. 
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examine the economic feasibility of providing a four-lane concrete highway at this time. Tranche 3 is 
similarly likely to be rated less than efficient given major early implementation delays, problems with the 
contractor, quality of work, and lack of established quality control procedures. Tranche 3 of the North–
South Road Corridor Investment Program was rated potential problem because implementation delays 
limited disbursements. Despite these challenges, the project subsequently improved to on track by the 
end of 2018. Although loan effectiveness was delayed, the merger of multiple PIUs under a single PIU in 
2017 as a centralized unit is making the implementation of multiple concurrent projects more efficient. 
Civil works contracts for the M6 road upgrading commenced in May 2018, despite the complex LARP 
causing some delays. Ongoing government financial constraints have the potential to slow 
implementation.  
 
86. The MTCIT provided detailed comments on the North–South Road Corridor Investment Program 
design and implementation challenges. It noted that while the MFF loan allowed the development of a 
long-term plan for road construction, few changes had been made in planning, implementation has been 
slow, and the project was not well prepared. A prior feasibility study would have generated a more 
realistic cost estimate, with anticipated costs to the total road project increasing significantly from $800 
million to $3,500 million. The cost increase is attributable to the addition of new and costly alignments 
being identified, particularly in the southern section where the road is now expected to be shortened by 
55 km; the decision to expand to a four-lane divided road, with access control and higher speeds than 
on the existing road (without an expected increased usage of the road); and a government decision to 
switch to a concrete pavement, without a technical assessment. The life-cycle cost of concrete pavement 
in the Armenian context is not necessarily costlier in the long term because cement is available in Armenia 
whereas bitumen has to be imported.  
 
87. To start the project quickly, construction commenced on the section with no land acquisition 
near Yerevan. Subsequent sections have experienced implementations delays as a result of land 
acquisition, resettlement, and utility relocation. Tranche 3 has been better prepared and only has minor 
problems. The MTCIT found the ADB safeguards policy and system to be strict and complicated, with 
relatively minor issues slowing total project implementation. Nevertheless, working with ADB increased 
capacity, which was applied to other projects. ADB was described as the first choice among development 
partners and the role of the resident mission was particularly appreciated. Implementation of the North–
South Road Corridor will remain a top priority, but the focus will shift to the south—the most challenging 
part. The government is considering PPP for some sections.  
 
88. The CPSFR assessed tranches 1 and 2 of the Sustainable Urban Development Investment Program 
less than efficient. Several delays affected early implementation, including a delay in the completion of 
the detailed design in 2013, late recruitment of the design and construction supervision consultants, 
delays in the reorganization and staffing of the PIU, delays in land acquisition, and weak performance by 
one contractor for one of the packages of tranche 2. As part of the institutional strengthening 
component, project management consultants were engaged to assist in procurement support, 
safeguards preparation and monitoring, and other institutional development and strengthening plans 
for the project. However, the management consultant was not effective and did not adequately address 
project start-up delays. A skilled and efficient PIU is now fully operational for Yerevan, while the creation 
of PIUs for secondary cities is in progress. Further delays are anticipated because of the national budget 
consolidation process and changes in government staff. 
 
89. Delays in the implementation of the two programs caused by land acquisition concerns may also 
be affected by court caseload delays. The government revised the Law on Alienation of the Property for 
Public and State Needs, 2006, to ensure that court cases would be resolved within 2 months. However, 
the recent experience of ADB-financed projects, particularly during the implementation of tranche 3 of 
the North–South Road Corridor Investment Program and tranche 2 of the Sustainable Urban 
Development Investment Program, demonstrate that hearings can last up to 12 months because of an 
overburdened court system.  
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90. Water and other urban infrastructure and services. The CPSFR assessed the WSS sector project 
efficient in its implementation, while the Seismic Safety Improvement Program had more problems. 
Overall, the WUS program is rated less than efficient based on the weighting shown in Table 2 of the 
CPSFR. 42  Three of the four WSS sector project subprojects at completion were economically viable 
(Abovyan subproject EIRR 13.7%, Ararat subproject EIRR 17.3%, and Lori subproject EIRR 23.2%), with 
Gegharqunik subproject having an EIRR of 10.5%. The PCR noted that the EIRRs for three of the 
subprojects were lower at completion, reflecting lower actual economic benefits and markedly higher 
economic costs than estimated at appraisal, as noted in the financial reevaluation of the subprojects. 
Improved health and productivity were identified as benefits, but were not quantified. The subproject 
financial internal rates of return (FIRRs) and financial net present values were lower than at appraisal, 
with the FIRRs of three subprojects below the weighted average cost of capital (WACC) of 2.2%. Only 
one subproject (Abovyan) had an FIRR of 5.8%, which was above the WACC. The lower FIRRs reflected 
the significantly higher actual O&M costs (including higher energy costs) and the lack of adoption of the 
planned tariff increases during the project, resulting in actual revenues at lower levels than at appraisal. 
The PMU was efficient in project implementation, and planned timelines were achieved. The integration 
of the AWSC and other regional utilities with Yerevan Water Company into one national company under 
a lessee (Veolia) on 1 January 2017 resulted in significant changes in implementation arrangements in 
the closing stages of the project. 
 
91. The implementation speed of the Seismic Safety Improvement Program was mixed, with the 
timely approval of the first batch of program schools, but delayed approval of subsequent batches 
because of fiscal consolidation, combined with inefficient management of the design delivery process. 
Nevertheless, the Ministry of Education and Science and the Ministry of Territorial Administration and 
Development consider RBL an effective modality. It has increased ownership and helped focus 
implementation on outcomes, such as the number of students, and sustainability. Implementation is now 
being delayed by fiscal consolidation, which has restricted budget expenditure. The program has been 
extended by 3 years. ADB rates the program on track, up from actual problem because of the extension. 
However, risks are posed to project implementation by (i) delays regarding the approval of the program 
schools, (ii) fiscal consolidation and reduced budget expenditures to the program because of 
deterioration in macroeconomic and financial factors, and (iii) lack of coordination among the agencies 
involved in the program. The ADB’s country procurement risk assessment of 2018 noted that the 
government’s budget control measures will have a severe impact on the construction schedule of schools 
and achievement of disbursement-linked indicators. 
 
92. Energy. The CPSFR assessed the power transmission rehabilitation project efficient. 
Implementation is generally on track but slower than planned. No major issues have been encountered 
during implementation, although in April 2017 implementation had been rated actual problem according 
to ADB’s project performance rating criteria as the project fell short of contract award targets owing to 
delays in Supervisory Control and Data Acquisition (SCADA) procurement and the construction of a 
backup dispatch center. The design of the transmission project was satisfactory, but the implementing 
agency lacked experience with ADB project implementation requirements. The high-voltage network was 
privatized and renationalized, contributing to implementation delays.  
 
93. Public sector management. The CPSFR assessed the Infrastructure Sustainability Support Program 
1 and 2 efficient, so the ADB sector performance was also rated efficient. The policy actions under 
Program 1 were implemented on time. Loan funds were disbursed in a timely manner. The achievement 
of outputs and outcome was facilitated by thorough program preparation, strong commitment by 
government agencies, and proactive support from the ADB team and TA consultants. Loan effectiveness 
occurred 12 days earlier than planned, with a slight extension to the closing date to allow for the 
finalization of the Program 2 policy actions and disbursement of funds. No major changes have been 
needed in the scope of Program 2, and all policy actions have been completed. The loan was fully 
disbursed and closed according to its original schedule at the end of December 2017. 
                                                                 
42 ADB.2018. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. Table 2, p.37. 
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94. Finance. The CPSFR assessed the performance in the finance sector efficient. The Women’s 
Entrepreneurship Support Sector Development Program was assessed less than efficient, while 
Subprogram 1 of the Public Efficiency and Financial Markets Program was assessed efficient. Support to 
the finance sector has comprised five loans totaling $131 million. This includes an SME finance program 
approved in 2011 that provided funds to four banks totaling $65 million to support private sector 
development by increasing the capacity and ability of Armenian banks to expand lending to urban and 
non-urban SMEs. A further loan and equity were provided in 2017 to one of the four banks (Ameriabank) 
to continue to develop the financial market and support SMEs, complementing the Women’s 
Entrepreneurship Support Sector Development Program. A 2016 loan to Finca Armenia Universal Credit 
Organization also supports microenterprises and SMEs, focusing on rural areas and agriculture. The 
CPSFR did not discuss the IED evaluation of ADB SME operations, which found SME operations in Armenia 
to be efficient overall.43 SME sovereign operations were rated less efficient overall while the SME NSOs 
were rated efficient.  

 
95. The Women’s Entrepreneurship Support Sector Development Program became effective on 19 
December 2013, 1 year after approval, because of delays in signing the project agreements with PFIs. 
Contract awards and disbursements under the FIL were slow because of the smaller-than-expected 
number of PFIs (only five), issues regarding the submission of the PFIs’ audit reports following ADB audit 
requirements (the project was classified potential problem in 2017), and subsequent withdrawal of some 
PFIs from the program. The government raised the issues relating to the program with the resident 
mission and ADB headquarters. The PFIs argued that the ADB requirements for extra audits would be too 
expensive to meet. 44  Thus, the program was closed with funds unutilized. All policy actions were 
completed for the financial markets program, and the loan was fully disbursed as originally scheduled at 
end December 2017. The audit issue is interesting and raises the general question about applying ADB 
standards when on-lending to small borrowers is involved.  
 
96. The Ministry of Finance (MOF) expressed its concerns about the high level of undisbursed existing 
loan balances, currently totaling $1.7 billion, owing to poor implementation of the capital expenditures 
projects. Armenia lacks a formal public investment plan and line ministries and PIUs often experience 
limited capacity. Political changes throughout the CPS period have impacted portfolio performance in 
2018 with both contract awards and disbursements expected to be significantly below targets. However, 
the time taken to achieve loan effectiveness has improved. Technical problems and issues have occurred 
in almost all projects. The overall disbursements were low in 2017 and construction was slower than 
planned. Apart from the audit issue for the Women’s Entrepreneurship Support Sector Development 
Program noted above the ADB’s country procurement risk assessment of 2018 found no major issues 
related to financial management.  

 
97. Country Partnership Strategy Final Review Validation overall efficiency rating. The validation 
assesses ADB operations and the portfolio performance as a whole were less than efficient. The overall 
efficiency rating is influenced by the domination of infrastructure projects, which are assessed less than 
efficient. Implementation delays—including start-up delays, delays in procurement, and slow civil works 
construction—affected many projects. Budget constraints under the fiscal consolidation policy will 
continue to constrain expenditure for the foreseeable future and may impact the availability of 
counterpart funding. Despite these genuine challenges, the comparative performance indicators 
demonstrate that Armenia is more efficient than the ADB and CWRD on average. 
 
D.  Sustainability  
  
98. The CPSFR assessed ADB support during the CPS 2014–2018 likely sustainable. The CPSFR argued 
that current constraints under the fiscal consolidation program are affecting some projects and could 

                                                                 
43  Footnote 35. 
44  OSFMD is now renamed Procurement, Portfolio and Financial Management Department. 



30  Armenia: Validation of the Country Partnership Strategy Final Review, 2014–2018  
 

 

put the sustainability of development outcomes at risk if the financial situation does not improve. The 
CPSFR argued that with the government’s fiscal consolidation program in place and restrictions on new 
public sector borrowing through to 2021, together with increased PPP and NSOs, the economy will 
recover and thus most projects would be likely to achieve sustainable development outcomes in the 
medium and longer term. Its sustainability ratings are based on this medium-term perspective and not 
the immediate constrained short-term financial environment. This validation regards the current fiscal 
consolidation as a necessary process given Armenia’s current fiscal situation. While it may result in 
constrained expenditures, particularly in the government public investment program (e.g., O&M), the 
overall impact should be a more sustainable fiscal situation, which in the medium-term should be capable 
of providing consistent budgetary allocations across sectors. Fiscal consolidation can therefore be seen 
as supportive of the sustainability of development outcomes in the sectors supported by ADB. Private 
sector participation in the provision of infrastructure services and the active role of the Public Sector 
Regulatory Commission in setting tariffs support the sustainability of development outcomes, particularly 
in energy and WUS. 
 
99. Transport program. The CPSFR rated transport sector loans likely sustainable given increases in 
the road maintenance budget and the institutional reforms, although technical and other construction 
weaknesses remain in road construction, including maintenance. The reforms implemented under 
Program 1 and 2 of the Infrastructure Sustainability Support (included here under PFM) helped improve 
service delivery in the road sector and have contributed to sustainability by requiring increased budget 
allocations for road maintenance over multiple years. The annual road maintenance budget has increased 
by 36% from AMD5.5 billion in 2008 to AMD8.6 billion in 2018. In Yerevan, reforms in urban transport 
include the creation of a transport authority by Yerevan Municipality and the modernization of microbus 
designs and consultations on a new bus network, new fares, an integrated e-ticketing system, and the 
use of PPP for transportation services. The MTCIT is responsible for 3,500 km of roads. Armenia uses 
performance-based contracts for O&M, which is improving performance. 
 
100. Water and other urban infrastructure and services. The CPSFR rated the WUS sector project likely 
sustainable. The adoption of a national lease on 1 January 2017 has provided the basis for the long-term 
financial sustainability of the water supply system. Veolia will be operating a national utility for 15 years 
under a lease agreement. Its contract includes several key performance indicators for technical and 
financial operations. A single national tariff will involve cross-subsidy of the cost of services by the lessee 
from city users to rural towns and villages. This is a positive development as non-urban customers are 
often under-serviced and overcharged. Veolia will pay a lease fee to the government, which over time 
will cover the loan repayments. The validation finds that ADB’s investments made a significant 
contribution to rehabilitating the sector and laid the groundwork that helped make the Veolia lease 
possible. This validation agrees with the PCR that the change to a lease contract has improved the 
likelihood of the financial sustainably of the WUS sector in Armenia. Yerevan is an advanced municipality. 
Evidencing this, the city raises 30% of its revenue through property taxes and waste collection taxes. The 
remaining 70% of revenue is from the national government. The municipality has ambitions to increase 
its own revenue collection and to increase its authority to borrow (currently limited to 20% of its own 
revenues). The EBRD is currently assisting the city on these financing issues.  
 
101. The CPSFR rated the Seismic Safety Improvement Program likely sustainable. Annual maintenance 
allocations are made by the government and maintenance is relatively straightforward. It is too early to 
assess the government’s longer-term commitment to completing its broader School Strengthening and 
Reconstruction Program, to which the ADB financing is contributing. The adoption of improved school 
designs and construction standards will improve sector sustainability, but will require an increased O&M 
budget to fully maintain the new assets. Sustainability will primarily depend on the government raising 
its budget allocations to education, which are low compared with international norms. 
 
102. Energy. The CPSFR rated the Power Transmission Rehabilitation Project likely sustainable. Project 
outcomes and outputs are likely to be maintained over the economic life of the project. The high-voltage 
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energy network has submitted to the power regulatory commission a proposed tariff increase of 40% 
from its current transmission tariff rate of AMD1.30 per kWh. This tariff adjustment does not include the 
rehabilitation of the two substations under ADB financing. A new submission for further tariff adjustment 
is needed to cover this. Armenia has a target of 50% renewable generation. Currently, 20% of energy 
generation is from hydro and solar. By 2023, Armenia expects to have 200 megawatts from solar energy 
sources. Outcomes of the project will be better reliability, reduced losses, cleaner energy, and lower O&M 
costs. The Public Service Regulatory Commission makes regular adjustments to electricity tariffs, and 
levels have been sufficient to attract new investment in thermal generation. Feed-in tariffs have been 
sufficiently attractive to encourage private sector investment in solar and hydro generation.  
 
103. Public sector management. The CPSFR rated the Infrastructure Sustainability Support Program 1 
and 2 likely sustainable. The reforms under Program 1 provided the framework for strengthening the 
government’s public finances and its management capacity in the water, road, and energy sectors, while 
new policies and systems were gradually introduced and implemented during Program 2. IED’s PVR rated 
Program 1 less than likely sustainable, stating that funding shortages suggest there would be no 
significant investment in the road and water sector, with the government relying on development partner 
assistance. Since then, expenditure on maintenance has improved; and the reforms and introduction of 
results-based management are likely to be sustained, as are the benefits of sustained improvement in 
service delivery. As previously noted, this validation views the current period of fiscal consolidation as 
positive overall for the financial sustainability of the infrastructure sectors. 
  
104. Finance. The CPSFR rated the Women’s Entrepreneurship Support Sector Development Program 
likely sustainable. All policy actions adopted under the program and the policy matrix were in effect as 
of December 2017. Although the target for the FIL component was not achieved, the allocation continues 
to be used by the PMU German Armenian Fund as a revolving fund for supporting women’s 
entrepreneurship. At present, the implementing agencies (PFIs) operate on a sustainable basis and 
demonstrate strong commitment to continue SME lending for all entrepreneurs, including women, even 
after closure of the ADB project. The Public Efficiency and Financial Markets Program Subprogram 1 is 
also likely sustainable, although the sustainability and overall impact of the program can only be assessed 
on completion of Subprogram 2 because of the chronological sequencing of policy actions. 
 
105.  Armenia has demonstrated a commitment to repair its public finances through a program of 
self-imposed fiscal consolidation. However, controlling expenditure has largely depended on the chronic 
underutilization of its capital expenditure budget to date, leading to inefficiencies in its overall public 
works programs. Improved formulation and execution of the government’s capital expenditure budget 
will be an important factor in improved sustainability and predictability across sectors. Armenia has 
successfully privatized key sections of its infrastructure services. Strengthening the regulatory capacity of 
the public sector to ensure service quality and delivery and reasonable levels of profitability for 
infrastructure service providers will be the key to future sustainability. Over the CPS period, ADB 
investments and policy support have made a substantial contribution to sustainability in the 
infrastructure sectors. The validation overall rates the ADB-supported program likely sustainable.  

 
106. Country Partnership Strategy Final Review Validation overall sustainability rating. ADB support 
during the CPS 2014–2018 is likely sustainable. Constraints under the fiscal consolidation program are 
affecting some projects and could risk sustainability if the financial situation does not improve. 
However, the government’s fiscal consolidation program and restrictions on new public sector 
borrowing, combined with increased PPP and NSOs, increase the likelihood that the economy will 
recover. In this context, most projects would be likely sustainable in the long term. The current fiscal 
consolidation is a necessary process given Armenia’s current fiscal situation and it reinforces 
sustainability in the sectors supported by ADB. Private sector participation in the provision of 
infrastructure services and the active role of the Public Sector Regulatory Commission in setting tariffs 
also support sustainability, chiefly in the water and energy sectors. 
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E.   Development Impacts  
 
107. The CPSFR rated ADB’s overall contribution to development impacts satisfactory and noted that 
ADB’s program was relatively small compared with activities of the government and other development 
partners. It found some impact at sector levels where ADB interventions have been made. ADB’s focus 
on drivers of change and contribution to private sector development, gender, and partnerships was also 
assessed satisfactory.  
 

1. Country Development Goals 
 
108. The CPS results framework in Table 6 sets out CPS progress toward achieving the country 
development goals and the sector targets in ADB’s core areas of intervention. At the country level, some 
progress has been made but the growth and employment targets have not yet been achieved. The 
economic slowdown in the Russian Federation in 2015–2016—which accounts for a quarter of Armenia’s 
external trade, more than 80% of remittances, and more than 50% of foreign direct investment—
significantly affected Armenia’s economic performance and impacted the achievement of some ADS 
goals. On average, GDP grew 2.3% from 2014 to 2016 and jumped to 7.5% in 2017. Growth is projected 
at 5.3% for 2018 and 4.5% for 2019, closer to the CPS results framework targets.  
 
109. Table 6 provides a summary of the achievement of Armenia’s country development goals, as 
included in the CPS results framework. The country target for poverty reduction has not been met, 
although some progress has been made. The proportion of people living below the poverty line decreased 
from 35.0% in 2011, to 29.4% in 2016, and further declined to 25.9% in 2018.45 The target for 2025 is 
13.0%. ADB contributed indirectly to poverty reduction through its support for infrastructure services, 
including improved drinking water, roads, and schools, and through indirect financing and development 
of businesses including SMEs.   

 
Table 6: Achievement of Country Development Goals  

Country Development Goals 

CPS Results Framework Target CPSFR Stated Achievement 
Validation 
Comment 

Annual real gross domestic product 
growth of 5.5%–6.5% in 2014–2025 

Not achieved: Gross domestic product grew 
on average 3.6% in 2014–2017. Growth for 
2018 and 2019 is projected as 5.2% and 
4.5%, respectively 

Not achieved 

Targets of employment growth in non-
agriculture sector: 60,000 by 2017 
versus 2012; 135,000 by 2021 versus 
2012; and 220,000 by 2025 versus 2012 

Employment in non-agriculture sector 
declined from 738,800 in 2014 to 668,100 in 
2016  

Not achieved 

Reduction in the proportion of people 
living below the upper-general poverty 
line to 13.0% in 2025 from 35% in 2011 

Progress being made: The proportion of 
people living below the poverty line 
decreased to 29.4% in 2016 from 35.0% in 
2011. 

On track 

Environmental risks associated with 
economic growth reduced 

No target  

In 2017, Armenia shall rank 65th–70th 
with an overall international 
competitiveness index of 4.20–4.25 and, 
in 2025, its rank shall be 50th–55th with 
an overall index value of 4.35–4.40. 

Not achieved: Armenia ranked 73rd out of 
137 countries in the Global Competitiveness 
report, 2017–2018 with a score 4.20 (on a 
scale of 1 [most problematic] to 5) 

Not achieved 

The business environment improved 
(with Armenia’s ranking in the World 
Bank’s Doing Business reports rising to 

Not achieved: Armenia ranked 47th out of 
190 countries in the World Bank’s Doing 
Business 2018 report 

Not achieved 

                                                                 
45 World Bank. 2019. Armenia Database. https://data.worldbank.org/country/armenia (accessed 07 June 2019). 
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Country Development Goals 

CPS Results Framework Target CPSFR Stated Achievement 
Validation 
Comment 

one of the top 20 countries in 2017 
and one of the top 15 countries in 
2025) 

 

Target values for public administration 
system indicators in 2017 are fixed at 
the 2010 average level of Eastern 
European and Baltic states 

Not achieved: reference to World Bank 
Worldwide Governance indicators. 
Compared with averages for Europe and 
Central Asia countries. 

Not achieved. 
Statement about 
performance also 
not particularly 

clear 
CPS = country partnership strategy, CPSFR = country partnership strategy final review. 
Source: Baseline and target figures were compiled from ADB. 2014. Country Partnership Strategy: Armenia, 2014–2018. Manila; 
CPSFR stated achievement figures were drawn from the ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–
2018. Manila.  

 

110. Employment. Economic growth has had limited impact thus far on Armenia’s high 
unemployment rate. Despite some reduction since 2014, the persistently high unemployment rate, 
estimated at 17.8% in 2017, hinders poverty reduction. A shrinking workforce caused by outward 
migration, outmoded worker skills, and market distortions created by a large informal sector continue to 
undermine Armenia’s growth potential. Employment is still concentrated in sectors with low productivity, 
as measured by the value added per employee.  
 
111. The private sector consists mostly of SMEs, which have been a major driver of economic growth 
and job creation in recent years. SMEs play an important role in creating new jobs, improving living 
standards, building a middle class, and ensuring social and political stability. According to the database 
of the Ministry of Justice, as of 2012 there were 74,365 SMEs, which represented 98% of all registered 
legal entities and contributed 43% of GDP in Armenia. The informal economy represents 11.3% of total 
GDP and is highest in agriculture (22.4%), construction (15.4%), and wholesale and retail trade (14.8%). 
These are also the sectors with the largest SME share.  
 
112. Two country level indicators focusing on the business environment have not been achieved. 
Armenia had targeted rising to one of the top 20 countries in the World Bank’s Doing Business Report 
by 2017 but ranked 47th out of 190 in the 2018 report (Table 7). The target of 65th–70th in international 
competitiveness was also not achieved, as Armenia ranked 73rd out of 137 countries in the Global 
Competitiveness 2017–2018 Report, with a score of 4.20 compared with its target of 4.25. The business 
sector environment and constraints affecting the sector are discussed under drivers of change.  
 

Table 7: World Bank Doing Business Rankings, 2014–2018 
Armenia Doing Business Rankings 2014 2018 
Overall ranking 37 48 
Starting a business ranking 6 15 
Dealing with construction permits ranking 79 89 
Getting electricity ranking 109 66 

Sources: World Bank. 2018. Doing Business 2018: Reforming to Create Jobs. Washington, DC; and World Bank. 2014. Doing 
Business 2014: Understanding Regulations for Small and Medium-Size Enterprises. Washington, DC. 
 
113. Transport. The CPSFR assessed the development impact satisfactory. The benefits of the North–
South Road Corridor Investment Program and M6 roads are said to be felt as road sections are completed 
and internal connectivity improved. However, this validation posits that more needs to be done to ensure 
the intended external connectivity. If that happens, in the medium and long term, development impacts 
are expected to be satisfactory. The rehabilitated and upgraded roads will improve internal connectivity 
and help redress imbalanced economic development by providing local communities with access to 
markets for agriculture-related industries and SMEs, and to health and other services. Improved access 
to Georgia and beyond will facilitate exports and regional trade. Internally, road upgrading will improve 
links between Yerevan and Gyumri, and potentially open Gyumri’s airport as a destination for low-cost 
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airlines. Transport sector level economic indicators show small improvements, but the national level 
target indicators included in the results framework are not being collected, with only project level data 
monitored. The analysis of socioeconomic development and traffic volumes at project levels must await 
the completion of PCRs for the road tranches.  
 
114. The institutional impact through the North–South Road Corridor Investment Program and M6 
roads programs and the Infrastructure Sustainability Support Program has been positive. The MTCIT and 
Transport Project Implementation Organization’s capacity to plan and implement projects to 
international standards and to report on them has improved. Asset management capacity has been 
established in the Roads Directorate. The MTCIT reports that its capacity for sustained maintenance of 
roads and for road safety has improved. Road maintenance budgets have also increased on average by 
8% a year. The impact of the Sustainable Urban Development Investment Program is rated satisfactory 
in the CPSFR because of upgrading city infrastructure and improving transport services in Yerevan, 
thereby improving travel times and living standards and making Yerevan more competitive as a platform 
city for economic growth. This was further verified by independent beneficiaries on the ground. 
Institutional capacity within Yerevan Municipality Transport Department has improved substantially, 
including for asset management.  
 
115. Water and other urban infrastructure and services. The CPSFR rated the development impact 
satisfactory. The PCR for the WSS sector project reported that about 895,000 residents in 180,000 
households across 29 towns and 160 villages benefited from better access to safe, reliable, and 
sustainable water supply by 2016.46 The project rehabilitated, updated, and expanded 205 km of water 
mains and 1,934 km of the water distribution network, which was more than double the ADB results 
framework target of 600–700 km and individual house connections. The water supply systems in the 
project area were significantly expanded, covering both new customers in the AWSC’s service area and 
the villages newly joined to the AWSC after infrastructure rehabilitation. In total, 25,319 new households 
received access to safe, reliable, and sustainable water supply (11,889 under Loan 2363, and 
13,430 under Loan 2860). The total number of new households is more than double the ADB results 
framework target of 9,800–10,000.  

 
116.  Public satisfaction with the availability, quality, and quantity of water increased to 90% on 
average by the end of 2016. The average number of daily hours of drinking water services in all project 
towns and villages is more than 16 hours per day. The percentage of households with 24-hour water 
supply increased to 52% in all project towns and villages. The CPS results framework has a similar target 
of 50% of the population being connected to the centralized water supply system by 2025. Challenges 
arose in integrating some villages into the AWSC system, as village communities realized that this 
engagement would result in the payment of tariffs, and this required strong commitment from villages 
before the investment would be successful.  
 
117. The development impact of the Seismic Safety Improvement Program is likely to be satisfactory 
once the program is fully implemented. At present, no school improvement investments have been 
completed. When completed, the program will likely provide beneficiaries with protection from seismic 
disasters and help to reduce economic loss, human suffering, and social and economic disruptions caused 
by earthquakes. Schools will provide improved facilities for teaching and learning and be used as shelters 
in the event of disasters. 
 
118. Energy. The CPSFR assessed the development impact satisfactory. The Power Transmission 
Rehabilitation Project will upgrade the national power system to improve the reliability and efficiency of 
operations and enhance transmission capacity. Indirectly, the project will also help improve the living 
conditions of the poor by improving access to efficient and reliable power in residences and for sources 
of livelihood. The energy sector NSOs will also indirectly contribute to poverty reduction by delivering 

                                                                 
46 ADB. 2018. Completion Report: Water Supply and Sanitation Sector Project in Armenia. Manila. 
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reliable power supply to industries and enterprises, and support energy security by diversifying energy 
sources and rehabilitating and upgrading electricity transmission and distribution networks. All the 
projects are in line with ADB’s Energy Policy, particularly with one of its three pillars—maximizing access 
to energy for all. 47  The CPS results framework included specific national level targets on power 
interruptions, per capita power consumption, energy exports, and carbon dioxide emissions, but this 
information was not readily available. 
 
119. Public sector management. The CPSFR assessed the development impact satisfactory. The 
Infrastructure Sustainability Support Programs complement ADB’s infrastructure financing by supporting 
the institutional and policy framework needed to operate and maintain the large investments being made 
in urban water, energy, and roads. The programs aimed to improve the management and sustainability 
of the road and water supply sectors. The reforms and results-based management systems have had a 
positive impact on institutional development, as they helped restructure government agencies, reduce 
duplicate functions, and improve the operational efficiency of the Public Sector Regulatory Commission, 
MTCIT, and State Committee for Water Economy. Program 2 of the Infrastructure Sustainability Support 
reinforced the achievements of Program 1. The IED PVR for the Infrastructure Sustainability Support 
Program 1 rated the impact less than satisfactory, stating that the transport sector impact is unlikely to 
be achieved and citing the lack of indications that the achievement in the water sector could be 
associated with the reforms.48 However, the most recent public expenditure and financial accountability 
(PEFA) assessment confirms that the public efficiency and financial markets program has since made a 
significant impact on improved PSM, efficiency, and capacity. Supporting this, the government now 
regards ADB as the most active development partner in this space. 
 
120. Finance. The CPSFR assessed the development impact of the Women’s Entrepreneurship Support 
Sector Development Program likely to be less than satisfactory. The program has not been as effective as 
anticipated because of lack of take-up of loans under the FIL component. However, institutional changes 
were achieved under the PBL component such as the approval of a gender-mainstreamed national 
strategy for small and medium entrepreneurship development and a women’s entrepreneurship 
development strategy. Women entrepreneurship support activities were included in the SME state 
support annual program for 2017. Unfortunately, national statistics on women SMEs have not been 
collected. As of 1 January 2018, however, under the framework of the SME State Support Program 2017, 
about 4,700 start-up and operating SMEs received advisory and financial support from the SMEDNC.  
 
121. The CPSFR assessed the development impact of the Public Efficiency and Financial Markets 
Program Subprogram 1 likely satisfactory. The PBL aimed to strengthen fiscal sustainability and support 
the development of financial markets in Armenia. It has had some success, contributing substantially to 
improved debt management and fiscal risk management, as well as to government endorsement of a 
PPP concept paper prepared under the program. Greater use of PPPs is an important strategy for both 
government and development partners, including ADB, given the current financial constraints on lending.  
 
122. This validation generally agrees with the national and sector level impacts identified by the CPSFR. 
Given the importance of the North–South Road Corridor in the program to ensure inclusive development, 
and the RCI objective of improving connectivity through Georgia, it would have been appropriate to 
include an indicator such as international trade through the border points of the North–South Road 
Corridor and the M6 to assist in measuring progress. To realize the full potential RCI benefits of the 
North–South Road Corridor in Armenia, more could now be done to support Armenia’s bilateral 
collaboration with Georgia, i.e., to encourage Georgia to upgrade the roads that will connect to the 
North–South Road Corridor in particular.  
 
123. Regional cooperation and integration. An overarching goal of the CPS was to help Armenia 
integrate its economy into the region and to rebalance it toward more resilient, inclusive, and 
                                                                 
47 ADB. 2009. Energy Policy. Manila. 
48 IED. 2017. Validation Report: Infrastructure Sustainability Support Program in Armenia. Manila: ADB. 
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environmentally sustainable growth. The strategic directions of the CPS included a focus on improving 
domestic and cross-border transport links and improving regional roads. ADB’s efforts have centered on 
developing road corridors under the North–South Road Corridor Investment Program and ongoing M6 
loans. The road corridors financed by ADB are providing regional connectivity for Armenia to Georgia in 
the north and to the south. Aside from this progress, there are considerable constraints to further 
regional connectivity given Armenia’s landlocked status and closed borders with Azerbaijan and Turkey. 
Armenia’s relative isolation is magnified by recent and planned investments in railway corridors that will 
link Iran with Azerbaijan and Georgia and points beyond. In addition, Armenia is not a member of the 
CAREC Program and has not had access to forums that promote regional coordination on infrastructure, 
related TA, and resources to promote investments. Armenia’s membership of the Eurasian Economic 
Union and its agreement with the European Union on a “comprehensive and enhanced partnership” may 
present opportunities to position the country as an entrepôt. The growth in external trade during 2017, 
particularly in exports, has continued into 2018. This should give encouragement to the government to 
continue reforms to the business environment and to press ahead with its RCI agenda. The government’s 
energy policy also has a regional agenda, strongly supporting increased energy security and greater 
energy efficiency with a view to expanding cross-border electricity trade.  
 
124. Inclusive growth. ADB support in the transport sector is helping to improve the mobility of people 
living along the road corridors and access to markets and social service delivery, including schools, 
hospitals, and clinics. It is helping to address regional disparities and contribute to poverty reduction by 
stimulating economic development. This will benefit rural communities, especially poor households and 
women. Improved access to good quality water supply supports inclusive human development through 
improved health and better access to reliable and sustainable supplies of potable water. ADB support is 
contributing to the Sustainable Development Goals (SDGs) by decreasing the incidence of waterborne 
diseases, promoting environmental sustainability, and improving sources and supplies of drinking water. 
ADB energy projects are improving access to efficient and reliable power in residences, and indirectly 
contribute to poverty reduction by delivering reliable power supply to industries and enterprises and 
supporting energy security. The projects are in line with ADB’s Energy Policy, particularly with one of its 
three pillars on maximizing access to energy for all. The SME sector, which ADB has supported through 
the Women’s Entrepreneurship Sector Development Program and financial sector loans, is key to 
employment generation and inclusive growth.  
 
125. Private sector development. As noted in the CPSFR, the main objective of the ADS 2025 is to 
increase employment through the creation of quality and high productivity jobs. Before 2014, economic 
growth had not led to increased employment. Continued improvement of the business environment and 
investment climate were and remain the main priority of the policy framework to increase employment, 
while public investment in infrastructure was planned to help eliminate bottlenecks in the economy. The 
CPS focused on helping to improve the business environment, including building infrastructure for 
growth (road and energy projects) and improving access to credit, which is a key constraint to private 
sector development. SME development is a key government strategy for growth and employment 
creation and a key area of support by ADB. The government’s private sector policy has an emphasis on 
export-led growth and ADB has provided TA support for export and innovation-led development. A new 
nonsovereign loan supports high technology agriculture.  
 
126. ADB support to the business and finance sector is helping improve the environment for business 
and addressing governance concerns. The new government has identified that corruption has been a 
challenge, and law enforcement bodies have launched a recent upsurge of corruption-related 
investigations to address this. However, ADB does not have a direct governance program in place to 
support the government in this area. Armenia’s business environment has recorded significant 
improvements over the last decade on this score, but corruption is still perceived to be a challenge. This 
is reflected in international rankings such as Transparency International’s Corruption Perception Index.49  

                                                                 
49 Armenia is ranked 105 out of 180 countries; Transparency International. 2019. Transparency Corruption Perception Index 

Database. https://www.transparency.org/country/ARM (accessed 07 June 2019) 

https://www.transparency.org/country/ARM
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2. Drivers of Change 
 
127. Governance and capacity development. ADB assistance for governance and capacity building has 
focused on supporting ADB loans in core sectors. While TA has supported the implementation of 
individual projects, the Infrastructure Sustainability Support Program loans targeted key ministries 
involved in roads, water supply, and energy. The public efficiency and financial markets program 
interventions improved debt management policies and capacity. This validation assesses ADB’s efforts to 
improve public sector governance to be well-targeted and effective. ADB complemented its support for 
infrastructure with TA and PBL to support reforms to build public sector capabilities and efficiently 
allocate public finances to ensure infrastructure sustainability through planning, governance, and 
adequate funding for O&M. A recommendation that ADB continue to support capacity building in key 
sectors is included (Chapter 3). 
 
128. Armenia’s second PEFA assessment, carried out in 2013, found significant progress in 
implementing PFM reforms since the first assessment in 2008. The main improvements were in budget 
credibility (expenditure and revenue performance), transparency (intergovernmental fiscal relations and 
procurement), revenue administration, cash management, internal audit, accounting and reporting, and 
external audit. The PEFA identified the main weaknesses in the strategic allocation of resources and cost-
effective service delivery. It noted that an insufficiently developed medium-term perspective in budgeting 
results in insufficient focus being placed on the cost-effectiveness of service delivery programs. Areas of 
particular weakness identified by the PEFA were the oversight of aggregate fiscal risk, effectiveness in 
the collection of tax payments, effectiveness of payroll controls, the quality and timeliness of annual 
financial statements, and legislative scrutiny of external audit reports. More support for reforms and 
capacity building is still required, building on the work undertaken on PSM during the 2014–2018 CPS. 
 
129. Gender. The CPSFR noted that four ongoing projects have a gender action plan (GAP) or gender 
features. The Women’s Entrepreneurship Support Sector Development Program, categorized gender 
equity as a theme, focuses on women entrepreneurs and implementation of its GAP has been successfully 
completed. The SME evaluation confirmed that capacity building for PFIs and partner institutions had 
helped build capacity for SME operations as well as delivering gender impacts, e.g., awareness training 
on women’s constraints to financing was provided to PFIs and 70% of the loans provided were for women 
entrepreneurs.50 

 
130. The Seismic Safety Improvement Program is categorized effective gender mainstreaming and 
implementation of its GAP is progressing well. Regular monitoring and reporting are performed on 
implemented activities under the GAP. The Sustainable Urban Development Investment Program and the 
North–South Road Corridor Investment Program are categorized some gender elements and 
implementation of the gender features is progressing. Targets are yet to be achieved, however, and 
implementing agency capacity to plan and implement gender-inclusive projects needs strengthening.  

 
131. An ADB gender specialist undertakes regular monitoring of and provides support to the 
executing/implementing agencies for the achievement of GAP targets. Knowledge and experience sharing 
amongst countries of a similar gender profile is a positive feature of ADB’s support for gender in Armenia, 
through regional TA and other mechanisms. Measuring progress is an important dimension. ADB could 
further encourage Armenia to develop the practice of collecting gender-disaggregated data at both the 
national and project levels. The statistics in Table 8 provide a snapshot of gender in Armenia in 2018 
compared with 2014.   
 
 
 
 

                                                                 
50 Footnote 35, p. 32. 
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Table 8: Gender Equality in Armenia, 2014–2018 
Armenia 2014 2018 
Gender Development Index 0.9994 0.9690 
Life expectancy  78.0 female and 71.3 male 77.8 female and 71.4 male 
Expected years of schooling 10.8 female and 10.8 male 11.7 female and 11.7 male 
Estimated gross national income 
per  
   capita 

$5,486 female 
$10,282 male 

$6,358 female 
$12,281 male 

Sources: United Nations Development Programme. 2018. Human Development Indices and Indicators: 2018 Statistical Update. New 
York; and United Nations Development Programme. 2014. Human Development Index Statistical Update. New York. 
 
132. Partnerships. The CPSFR found that ADB collaborates closely with other development partners in 
the formulation of projects and programs and in mobilizing cofinancing. Regular consultation meetings 
are held among partners at the sectoral level and on specific projects. While cofinancing has been 
relatively limited in ADB’s Armenia program, coordination is effective and partners meet regularly to 
exchange information. A government–development partner coordination mechanism emerged during 
the CPS period but lapsed with the change of government. There is scope for ADB to play a role in reviving 
and revitalizing that structure, which has potential benefits at both the strategic and project 
implementation levels. No unit within the government currently leads development partner coordination. 
 
133. Knowledge products and services. The CPSFR reported that efforts to mainstream knowledge 
solutions in ADB’s operations in Armenia have increased, including publications and targeted events, 
both for Armenia and for regional initiatives such as under TA for Strengthening Knowledge Management 
in Central and West Asia.51 In Armenia, this has included a private sector targeted competitiveness report 
and assessments of the textile and wine sectors, including presentation workshops. A nonrevenue 
management action plan was produced for the urban sector. Training has been provided in project 
management, safeguards, PPPs, and financial and economic analysis. Several regional assessments and 
publications have benefited Armenia, including on energy, transport integration, employment, and 
inclusive growth. While the growth in knowledge products for Armenia is welcomed, the vision of the 
CPS in moving ADB to a more knowledge-based relationship with Armenia, in line with its Group C status, 
is still in the early stages of development. ADB could build on the evolving knowledge-based relationship 
in the next CPS, consistent with Strategy 2030’s drive toward greater knowledge exchange and 
information transfer.52  
 
134. Environmentally sustainable growth and safeguards compliance. In general, Armenia has 
relatively effective environmental and social safeguards and regulations, particularly regarding 
involuntary resettlement. Where gaps between local legislation and the ADB Safeguard Policy Statement 
have been identified, specific provisions have been included in the project land acquisition and 
resettlement frameworks and plans approved by ADB, and the government through government 
decree.53 The implementation of the current portfolio appears to be consistent with the SPS as well as 
project safeguard documentation approved by ADB and the government. During the CPS implementation 
period, the dispute resolution mechanism resolved a number of cases and no cases emerged requiring 
consideration by the Compliance Review Panel. Both highway construction and urban transport projects 
generated a significant number of cases, which were generally well resolved, but at the cost of delays to 
project implementation. Uncovering of sites of archeological significance is a feature of work in Armenia. 
One example occurred in the seismic strengthening project where the location of a school was moved to 
preserve an ancient Roman archeological site. Implementing agencies confirmed that their capacity to 
handle safeguard issues had improved as a result of ADB support and that the value of implementing 
safeguards outweighed the costs associated with delayed delivery.   
 

                                                                 
51  ADB. 2015. Technical Assistance Report: Strengthening Knowledge Management in Central and West Asia. Manila. 
52 ADB. 2018. Strategy 2030: Achieving Prosperous, Sustainable, Inclusive and Resilient Asia and the Pacific. Manila. 
53  ADB. 2009. Safeguard Policy Statement. Manila. 
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135. ADB engagement with PIUs, notably Yerevan Municipality and the Transport Projects 
Implementation Organization, has substantially strengthened capacity in land acquisition and 
resettlement planning, implementation and monitoring within these organizations. Engagement has 
been through the deployment of consultants under regional TA to provide coaching in all aspects of land 
acquisition and resettlement. The result has been a notable increase in the appreciation of SPS principles 
in key PIUs, as evidenced by high-quality LARPs and compliance reports. There are encouraging 
indications that elements of ADB safeguards principles are being adopted by Armenia in its other 
programs and projects. 
 
136. The Sustainable Urban Development Investment Program was Yerevan Municipality’s first 
experience of working with ADB. The second tranche has proceeded more smoothly than tranche 1 in 
terms of understanding ADB safeguards procedures. Experience gained during tranche 1 has been 
applied in tranche 2. The project involves a large number of affected persons and land acquisition. Of 
some 300 cases, only two are outstanding. The project is carefully monitoring noise levels and cracking 
in nearby structures. The main constraint to apply ADB resettlement policies to non-ADB financed projects 
is the higher level of compensation applied. 
 
137. Country Partnership Strategy Final Review Validation overall development impact rating. The 
validation finds ADB’s overall contribution to development impacts satisfactory. ADB’s program was 
relatively small compared with the activities of the government and other development partners, yet it 
achieved an impact at the national and sector levels where ADB interventions have been made. 
Development impacts were best indicated through Armenia’s progress toward poverty reduction; 
improved drinking water, roads, and schools; and indirect financing and development of businesses, 
including SMEs. ADB’s focus on drivers of change and contribution to private sector development, 
gender, and partnerships was also satisfactory.  
 
F.  Nonsovereign Operations  
 
138. The CPSFR rated NSO performance satisfactory (profitable with satisfactory development impacts 
and outcomes). This rating included completed and substantially completed loans.  The private sector 
plays an important role in all economic sectors of Armenia and is a source of economic and export growth 
and job creation. ADB’s private sector lending has increased substantially in recent years. Its focus on the 
private sector has consisted mainly of banks and SMEs, which have been a major driver of economic 
growth and job creation. The promotion and success of the private sector is one of the government’s 
economic policy priorities. An increase in employment and wages and/or salaries through the creation of 
quality and well-paid jobs is the main socioeconomic development objective to achieve poverty 
eradication and income redistribution. The ongoing and completed 2014–2018 nonsovereign portfolio, 
including two loans approved in 2018, totaled $336.4 million. Compared with sovereign operations of 
$926.116 million, the nonsovereign portfolio represents more than a quarter of total ongoing and 
completed operations during the CPS period. Many of the loans are new and it is too early to assess 
performance.  
 
139. Three loans have been provided to private sector entities to support the energy sector; five loans 
have been provided for bank financing of SMEs, strengthening financial inclusion, and support for high 
efficiency agricultural development; and one regional NSO loan was provided for a microenterprise and 
SME financing facility. ADB rates the performance of NSOs using different criteria to sovereign lending. 
These focus on (i) development impact, (ii) investment profitability, (iii) ADB additionality, and (iv) ADB’s 
work quality. Under development impact, it assesses the contribution to ADB’s strategic objectives and 
private sector development, economic development and growth, and environmental, social, health, and 
safety performance. Only the first SME loan has been rated, while the hydro loan has been provisionally 
rated. Both are likely profitable with satisfactory development impacts and outcomes. It is too early to 
assess the other loans, but they are relevant to government goals and likely to be profitable given the 
structure of the loans.  
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140. The three energy sector loans are highly relevant to the ADS and CPS. They support the 
government’s energy policy of increasing energy efficiency and energy security by rehabilitating and 
upgrading electricity transmission and distribution networks and diversifying energy sources. They are 
consistent with ADB’s energy policy, including improving access to energy for all. They will support 
growth and job creation by delivering reliable power supply to industries and enterprises, thereby 
indirectly contributing to poverty reduction. The loan to rehabilitate the Sevan–Hrazdan Cascade 
Hydropower System, approved in 2013, has increased the efficiency, reliability, safety, and environmental 
performance of the system, reaching estimated annual production of 600 gigawatt-hours from 2018. 
The system’s annual contribution to government revenue increased from $0.013 million in 2011 to $1.1 
million for 2018 onward. The company’s O&M now meet international best practice and safety standards. 
However, the operating company’s profitability is being affected by newly introduced regulations related 
to the use of water from Lake Sevan. The other loans are too new to assess. 
 
141. Support to the finance sector has comprised five loans totaling $131 million. This includes an 
SME finance program approved in 2011, which provided funds to four banks totaling $65 million to 
support private sector development by increasing the capacity and ability of Armenian banks to expand 
lending to urban and non-urban SMEs. SMEs comprise an important and underserved portion of 
Armenia’s economy. The four individual loans matured from 2016 to 2018 and development results are 
rated satisfactory. The loans increased access to finance for SMEs, enhanced the capacity and 
diversification of banks, helped develop new financial products and approaches, and enhanced outreach 
to less-developed areas outside the capital Yerevan. ADB additionality is rated satisfactory. The loans 
were timely in providing long-term resources when these were not available in the market and added TA 
that was essential for serving the target market effectively. Thus, ADB played a critical role in enabling 
banks to expand their SME lending and develop other product lines with significant growth and impact 
potential, such as consumer and corporate lending, and internet and mobile banking. The ADB extended 
annual review reports for all four banks rated ADB’s investment successful overall, with the banks having 
met all key targets set at project approval. The ADB project has contributed to a stronger and more 
diversified banking system in Armenia, with improved access to finance for the entire economy.  
 
142. A further loan and equity were provided in 2017 to one of these four banks (Ameriabank) to 
continue to develop the financial market and support SMEs, complementing the Women’s 
Entrepreneurship Support Sector Development Program. A 2016 loan to Finca Armenia Universal Credit 
Organization also supports microenterprises and SMEs, but is primarily geared toward rural areas and 
agriculture. It will improve rural households’ access to finance to boost the economic activities of rural 
farmers and entrepreneurs and improve the incomes and standard of living. It supports Finca’s efforts to 
lend to women and focuses on individual loans that have relatively longer tenors, thereby enhancing the 
impact of the transaction. It is too early to assess the impact of these two loans.  
 
143. A 2018 loan provided to a horticulture company supports an internationally competitive, climate-
resilient, and inclusive business model for high-quality vegetable production. It is ADB’s first 
nonsovereign project in the agriculture sector in Armenia. It is too early to assess its impact, but by 2022 
it is expected to employ 240 workers in greenhouses, two thirds of whom are women. Production is 
focused on tomatoes and bell peppers, using modern greenhouse technology and a drip irrigation 
system. ADB’s sovereign loans currently do not provide direct assistance to companies in the agriculture 
sector, but support economic activities through improved infrastructure. The agriculture sector remains 
important to GDP growth and exports and has potential to increase the incomes of poor rural people to 
reduce rural poverty. The government has prioritized the development of climate-controlled greenhouses 
as a key area of agricultural development and is extending support to companies and smallholder farmers 
to improve land access to build greenhouses. The ADS 2025 states that “industrialization” (including 
greenhouse development) is the main approach to modern agricultural development and implies 
“increased intensity level, compliance with the agro technical requirements, application of modern 
technologies and management systems.”54 
                                                                 
54 Footnote 14, pp. 51-53. 
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144. Country Partnership Strategy Final Review Validation overall nonsovereign operations rating. The 
validation assesses NSO performance over the CPS satisfactory (profitable with satisfactory development 
impacts and outcomes). The nonsovereign portfolio has been relevant and well-aligned with the 
objectives of the ADS, helping the private sector play a greater role in export-oriented industry, trade, 
logistics, and infrastructure development. Factors in the very positive nonsovereign performance have 
been strong support from the government, responsive and proactive resident mission staff, good 
coordination with the Private Sector Operations Department, and an enabling business environment. 
Good performance in the nonsovereign portfolio has been timely, as political change has impacted the 
sovereign portfolio performance, particularly in 2018. A challenge in the immediate future may include 
fewer opportunities for investments that meet ADB’s minimum size criteria. The nonsovereign portfolio 
in Armenia deserves careful monitoring for its important potential to derive useful lessons for ADB NSOs 
in other transition economies; and to ensure its rapid recent growth does not subsequently reveal issues.  
 
G.  ADB and Borrower Performance  
  
145. ADB performance. The CPSFR found that ADB’s CPS adopted a strategic direction, priorities, and 
implementation approaches that were generally relevant and appropriate for Armenia and in line with 
ADB’s Strategy 2020. The CPS aimed to help Armenia integrate its economy regionally and to rebalance 
it toward more resilient, inclusive, and environmentally sustainable growth. The CPS could have had 
stronger relevance to the ADS 2025 goals of employment creation and social inclusion, but the sectors 
added during the CPS period improved the alignment with the ADS. The CPS results framework was not 
well linked to sector outcomes, the chosen indicators and country level impacts, and was not updated as 
the strategy evolved over the course of implementation. ADB was proactive in substantially expanding 
private sector operations, which now comprise about one quarter of the ongoing and completed CPS 
2014–2018 portfolio. 
 
146. The CPSFR found the modalities chosen by ADB to be appropriate, with the exception of the RBL 
loan for the Seismic Safety Improvement Program, which has not so far been effective. The MFF for the 
North–South Road Corridor Investment Program has provided the opportunity for long-term investment 
planning, together with institutional development and capacity building. While capacity building and 
continued involvement in implementation has strengthened the capacity of the PMU, opportunities for 
institutional change in planning and implementation processes have not been completely adopted, 
including beyond ADB programs. It also assessed that the Infrastructure Sustainability Support Program 
support has improved management operations in the road, water, and power sectors, particularly the 
introduction of results-based management. ADB TA provided essential implementation support for some 
programs. This validation supports the assessment of the choice of modalities, noting in particular that 
both Infrastructure Sustainability Support Program operations supported key reforms in the 
infrastructure sectors where ADB was active. It may be too early to judge the effectiveness of the RBL 
modality, as the slow implementation of the seismic project is not related to the project’s financing. 
 
147. The CPSFR reported that feedback from the government on ADB’s responsiveness as a partner is 
generally very positive, with several reporting they were very satisfied to work with ADB because of its 
overall flexibility. The MOF noted ADB’s responsiveness to its requests to expand nonsovereign lending 
and provide budget support through PBL. ADB responded quickly to the previous Prime Minister’s request 
to scale up NSOs. It also responded to requests for PBL and support in the health sector. PBL led to very 
positive outcomes on road maintenance and the MTEF. The validation notes the high level of 
responsiveness of ADB to Armenia’s evolving needs over the course of the CPS, but finds that the addition 
of sectors of operation, without the consolidation of sectors and without a substantial increase in the 
resource envelope, diluted focus and spread resources (staff and TA) too thinly.  
 
148. The presence of resident mission staff on the ground was especially appreciated by the 
government as it has greatly facilitated cooperation with the government and implementing ministries, 
particularly for delegated projects. NSOs are run from ADB headquarters, not the resident mission. While 
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there have been frequent missions, the CPSFR noted a lack of integration of NSOs with the rest of the 
program, making them seem distinct rather than part of the strategy. The addition of an investment 
officer position dedicated to NSOs and PPPs in mid-2018 is helping to address this.  
 
149. The MOF expressed a high level of satisfaction with ADB’s performance. When the government 
conveyed the need for PBL to support the budget, ADB immediately responded with two loans. The 
program to support reforms in energy, transport, and water was much appreciated, as was the support 
for financial market development. There was very active cooperation between ADB and the government 
on the women’s entrepreneur development program. The MOF described ADB’s support to infrastructure 
as very productive. 

 
150. ADB has collaborated closely with other development partners in Armenia in formulating and 
implementing projects and in mobilizing cofinancing ($323.5 million). In the absence of a multisector 
government–development partner coordination mechanism, ADB’s coordination and collaboration has 
been very important in ensuring development partner harmonization and avoiding duplication of 
activities in ADB priority sectors.  

 
151. Borrower performance. The CPSFR found that the government and its implementing agencies 
have generally performed satisfactorily. However, given capacity weaknesses, the implementation of 
some programs has been less than effective. The borrower substantially complied with the loan covenants 
for projects. The CPSFR noted some delays in the preparation of the road subsector action plan (under 
the North–South Road Corridor Investment Program) and in the preparation of a tariff plan and 
subsequent tariff increase (under the WSS sector project). This validation underlines the importance of 
the government’s efforts to undertake fiscal consolidation in response to the weaker growth environment 
and rising debt levels. Maintaining macroeconomic stability is fundamental to protecting the 
development gains and increased living standards achieved since independence. The government 
undertook a significant amount of sectoral reforms during the CPS period and made important 
improvements in PFM. The previous government’s efforts to initiate a development partner coordination 
process could be usefully revived. 

 
152. Country Partnership Strategy Final Review Validation overall ADB and borrower performance 
rating. Both ADB and borrower performance were satisfactory. ADB adapted its strategy and operations 
over time to address design limitations with the MFFs, which commenced in advance of the 2014–2018 
CPS; and was highly responsive to the government’s evolving needs.  
                        
H.  Overall Assessment  
  
153. The CPSFR assessed ADB’s program in Armenia from 2014 to 2018 successful overall. It rated the 
program relevant, effective, and likely sustainable, but less than efficient. Development impacts were 
deemed satisfactory. The less than efficient rating reflects relatively weak project implementation 
performance across the portfolio, partly because of capacity constraints within executing agencies and 
the impact of political change. The validation finds the program successful overall and deems it to be 
relevant, effective, less than efficient, and likely sustainable. Development impacts and NSO performance 
were deemed satisfactory (Table 9).  
 
154. The validation assesses that ADB’s program positively impacted Armenia’s development over the 
CPS period. ADB used its almost three decades of experience in supporting transition economies to design 
a program that was responsive to the country’s needs and provided consistent project implementation 
support and advice. Growth in the nonsovereign portfolio has accelerated and is contributing to 
outcomes and impacts of the CPS. Weaknesses in the design of the results framework, and a failure to 
update it to include new sectors, made the results framework a less useful tool in measuring and 
assessing ADB’s contribution. The addition of several sectors to the program in the latter part of the CPS 
period, while demonstrating responsiveness to Armenia’s needs, resulted in a potential dilution of focus 
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and possibly weaker impacts, as resources were necessarily spread more thinly. For example, in 2018, 
this included the processing of a Social Sectors Reform Program.  
 
155. The CPS was well aligned with ADB’s Strategy 2020 and two of the three complementary 
development agenda (inclusive economic growth and environmentally sustainable growth). The CPS aim 
to assist Armenia in integrating its economy regionally was in practice limited by geopolitical challenges. 
Impacts include progress toward poverty reduction; improved drinking water, roads, and schools; and 
the development of businesses, including SMEs, through indirect financing and other development 
activities. ADB’s focus on drivers of change and contribution to private sector development, gender, and 
partnerships was also relevant; and results have been by and large satisfactory. Attention to social and 
environmental safeguards was satisfactory and is contributing to the development of national standards 
and procedures. 
 
Table 9: Comparative Assessment of Country Partnership Strategy Final Review and Validation Ratings  

Evaluation Criteria 
CPSFR 

Ratings 
Validation 

Ratings Main Reasons for Difference in Assessments 
Relevance  Relevant Relevant  Not applicable 
Effectiveness  Effective Effective Not Applicable 
Efficiency  Less than 

efficient 
Less than 
efficient 

Not applicable 

Sustainability  Likely 
sustainable 

Likely 
sustainable 

Not applicable 

Development impacts  Satisfactory Satisfactory Not applicable 
Nonsovereign 
operations 

Satisfactory Satisfactory Not applicable 

Overall rating  Successful Successful Not applicable 
ADB performance  Satisfactory Satisfactory Not applicable 
Borrower 
performance  

Satisfactory Satisfactory Not applicable 

CPSFR quality  Satisfactory Satisfactory Not applicable 
ADB = Asian Development Bank, CPS = country partnership strategy, CPSFR = country partnership strategy final review.  
Sources: ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila; and Central and West Asia Regional 
Department.  

  
I.  Assessment of Quality of Self-Evaluation  
  
156. The validation found the quality of the CPSFR satisfactory. The team made up for the limited 
number of PCRs and PVRs by drawing on in-house resident mission knowledge and experience to 
adequately describe the content and performance of the portfolio. It also clearly described the 
development context and the range of issues affecting program and project level performance. The CPSFR 
considered the findings of the PCRs, PVRs, and TCRs of completed operations and, together with its own 
analysis, presented findings, lessons, and recommendations relevant to Armenia’s development context 
and ADB’s future support. The CPSFR reported the impact and outcome indicators of the CPS, commented 
on data issues where appropriate, and flagged the fact that the results framework was not updated to 
reflect the inclusion of new sectors as the strategic focus of the strategy changed. The final review also 
included an adequate description of the NSO portfolio, which is an important dimension of ADB’s 
operations in Armenia. At the editorial level, the final review could have made clearer in the text which 
ratings and assessment were its own and which were those of PCRs and PVRs. 
 



 

 

  

CHAPTER 3  
 

Key Lessons, Issues, and 
Recommendations 
 
 
157. This Chapter presents the key lessons, issues, and recommendations that emerged from the 
validation. The CPSFR identified eight lessons and issues, which are supported by the validation. These 
concerned (i) the evolution of the CPS, (ii) the balance of investment and institutional support in MFFs 
and PBLs, (iii) project implementation, (iv) the delegation of projects and resident mission staffing, (v) 
NSOs, (vi) PPPs, (vii) RCI, and (viii) the CPS results framework. The following lessons, issues, and 
recommendations are added.  
  
A.  Issues 
  
158. Issue 1: Adding additional sectors for ADB investment over the course of the CPS diluted the 
strategic program focus. The CPSFR describes the evolution of ADB’s program of support with the 
addition of the finance sector, health, and education. The view of this validation is that the program 
moved from being narrowly focused at the commencement of the CPS period to being broad. Absent 
from the decision was a process of program consolidation, i.e., making choices to drop sectors to make 
way for additional sectors. It is arguable that the lack of focus apparent at the end of the CPS period 
contributed to the outcome identified in the CPSFR that capacity in road transport and urban 
management remained weak. The same comment can be made about the limited implementation 
capacity experienced across the sectors of ADB’s engagement. Adding sectors to the program is likely to 
have diluted the focus on capacity building efforts in executing and/or implementing agencies, as scarce 
TA resources were distributed even more thinly. As ADB looks to expand to new sectors, the absence of 
a whole-of-government–development partner consultation mechanism increases the risk of duplication 
or replication of new efforts. 
 
159. Issue 2: A knowledge-based relationship and the delegation of the flagship North–South Road 
Corridor Investment Program to the resident mission could have improved its performance. The CPSFR 
raises the important issue of project delegation to the resident mission. The percentage of the portfolio 
delegated to the resident mission for implementation has reached 40%–50%, but crucially this does not 
include the MFF for the North–South Road Corridor. While recognizing the staffing constraints for 
resident missions in smaller member countries, this validation notes the consistent view of executing and 
implementing agencies concerning the value and importance of having experienced and knowledgeable 
technical staff within the resident mission to guide project implementation. Resident mission staff 
interactions with government counterparts and PIU staff build local project implementation capacity 
through knowledge exchange and information transfer. 
 
160. Issue 3: Continued growth in the nonsovereign portfolio may be difficult to sustain. The CPSFR 
emphasizes the importance of the recent growth in the nonsovereign portfolio and suggests how this 
momentum might be maintained, indicating that efforts to improve the environment for private sector 
development are bearing fruit. Good performance in the nonsovereign portfolio has been timely, as 
political change has impacted the sovereign portfolio performance, particularly in 2018. A challenge in 
the immediate future may include fewer opportunities for investments that meet ADB’s minimum size 
criteria. 
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161. Issue 4: Armenia has yet to benefit from regional cooperation and integration. Armenia grapples 
with geopolitical challenges, which remain a source of instability and have severed important trade and 
transportation routes. Armenia is a small landlocked country, with closed borders with two of its four 
neighbours; and it is not a CAREC Program member and as such does not have access to forums that 
promote regional coordination on infrastructure, related TA, and resources to promote investments. 
While appreciating this context, ADB has yet to identify practical means to promote Armenia’s regional 
integration more effectively. 
 
162. Issue 5: CPSs tend to exclude a theory of change, which would help to demonstrate strategic 
links between outputs, outcomes and impact across the selected sectors and thematic areas where ADB 
has a comparative advantage. The theory of change framework should outline and establish clear links 
between the intended results (outputs, outcomes, and impact); indicators suitable to measure 
performance; and risks that may influence performance (success or failure). Each of these things should 
be clearly represented in a results framework at the overarching and sectoral levels, and updated over 
the life of the CPS as required. This could be included when the Strategy, Policy, and Partnerships 
Department undertakes the next round of CPS revisions.  
 
B.  Lessons  
 
163. Lesson 1: A phased approach to CPS implementation supports delivery, where programs are 
heavily weighted toward large ongoing investments (e.g., MFFs) developed under preceding CPSs. 
 
164. Lesson 2: A good assessment of institutions’ capacity during design helps ensure the targets are 
realistic and the appropriate support is provided. This is particularly important for MFFs, which are 
designed to be flexible and adaptive over longer periods.  
 
165. Lesson 3: Investment in infrastructure, supplemented by support for policy and institutional 
reforms targeted at identified constraints to sector development, has a greater impact where MFFs are 
used. 
 
166. Lesson 4: The performance of NSOs depends on a favorable combination of government 
goodwill, good coordination, competent resident mission staff, and coordination with the Private Sector 
Operations Department. 
 
167. Lesson 5: Not all aspects of Strategy 2030 need to be met by all programs. Diversifying a country 
portfolio to include many sectors concurrently may diminish ADB’s ability to draw on its comparative 
advantage to achieve the greatest development impact. 
                  
C.  Recommendations  
 
168. The CPSFR made recommendations concerning (i) continued involvement in infrastructure–public 
sector and NSOs; (ii) financial sector development; (iii) greater support to education and health; 
(iv) lending modalities, TA, and capacity weaknesses; (v) use of the MFF modality; (vi) a strategy for 
NSOs; (vii) partnerships; (viii) PPPs; and (ix) RCI. The CPSFR recommendations should prove very useful in 
the formulation of the next CPS. This validation makes the following recommendations: 
 
169. Recommendation 1: Focus and align ADB’s future program with its core strengths and 
comparative advantage. The process of formulating the next CPS should be about making choices and 
reshaping a program of support that has a clear focus. With many reliable development partners active 
in Armenia, part of that process will be identifying an appropriate division of labor that enables ADB to 
focus on its core strengths and comparative advantage, finish what has been started on the North–South 
Road Corridor (including in the south), support the transition to a knowledge-based partnership, and 
continue to engage with NSOs. Importantly, NSOs need to be well integrated with the rest of the program 
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to ensure they deliver the greatest strategic benefit and development impact. This validation suggests 
that ADB complete what it has begun in terms of upgrading the North–South Road Corridor while 
encouraging a broader relationship framework with Georgia, e.g., encouraging improved road 
connectivity in relation to the North–South Road Corridor. 
 
170. Recommendation 2: Work with the government to strengthen multisector development partner 
coordination. ADB has been playing an important coordination role among development partners at the 
sectoral level. ADB should encourage the government to revive the broader government–development 
partner coordination mechanism, which has the potential to improve the alignment of development 
partners with government policies and result in better development partner harmonization and a more 
efficient allocation of scarce resources. 
 
171. Recommendation 3: Continue to strengthen project implementation capacity within line 
ministries. Armenia graduated to Group C status on 1 January 2017 and continues to face capacity 
constraints in many issues identified in the CPSFR and elsewhere concerning project implementation and 
public sector management. Lack of access to concessional ADB resources, the continued process of fiscal 
consolidation, and more constrained capacity for external borrowing will inform choices made under the 
new CPS. Given the capacity constraints, ADB should explore with the government how these can be 
addressed under the next phase of ADB support; and discuss with the government the extent to which 
it is prepared to borrow to support capacity building. This will be important, given the limited amount 
of grant TA likely to be available. 
 
172. Recommendation 4: Build a knowledge-based relationship with Armenia. As with other upper 
middle-income countries, Armenia’s graduation to Group C status indicates the need for greater 
knowledge exchange and information transfer, e.g., through the capacity building opportunities 
identified above and via a shift toward more of a knowledge-based relationship. A key step in the 
formulation of the new CPS will be updating of the analysis of the constraints to growth. The ambition 
and rationale identified in the CPS 2014–2018 of moving toward a knowledge-based relationship with 
Armenia remains extant, but its realization is likely to take longer than originally envisaged. A knowledge-
based relationship should build on the work already undertaken. For example, Armenia’s second PEFA 
assessment identified PFM weaknesses, which ADB could focus on to support reforms and capacity 
building through knowledge exchange and information transfer. Additionally, ADB could support 
knowledge exchange and learning with countries, particularly within the region, which have already 
undertaken health and education sector reforms.  
 
173. Recommendation 5: Monitor the nonsovereign portfolio in Armenia for its important potential 
to derive useful lessons for ADB nonsovereign operations in other transition economies; and to ensure 
its rapid recent growth does not subsequently reveal issues. Investments in the urban water sector 
contributed to a more attractive climate for PPPs, and to the award of a competitively tendered lease 
contract in 2017. Armenia’s positive experience with PPPs in the urban water sector deserves further 
observation, monitoring, and analysis. Many countries with similar backgrounds have struggled to 
identify institutional and financial arrangements that can deliver services, such as clean water on a 
sustainable basis, particularly in rural areas. ADB’s successful sovereign support to strengthen private 
sector engagement in Armenia should be built on to ensure further effectiveness and relevance, including 
drawing on synergies through more joined up nonsovereign lending.  
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APPENDIX 1: ADB COUNTRY PORTFOLIO FOR ARMENIA DURING THE  
COUNTRY PARTNERSHIP STRATEGY FINAL REVIEW PERIOD, 2014–2018 
 
 

ADB Support 

Carried Forward 
from Previous CPS New Commitments Total Completed Projects 

To be Carried 
Forward to Next CPS 

Number $ million Number $ million Number $ million Number $ million Number $ million 
Sovereign           
Loans and grantsa 6 459.24 7 469.67 13 928.91 6 321.00 7 607.91 
Technical assistanceb 5 2.65 12 4.50 17 7.15 10 4.12 7 3.02 

Subtotal 11 461.89 19 474.17 30 936.06 16 325.12 14 610.94 
Nonsovereign           
Loans and equity 5 90.00 5 246.40 10 336.40 5 90.00 5 246.40 

Total 16 551.89 24 720.57 40 1,272.46 21 415.12 19 857.34 
ADB = Asian Development Bank, CPS = country partnership strategy. 
Note: The approved amount ($ million) only includes the ADB approved amount. 
a Counted as projects—may consist of loans, grants, and technical assistance. 
b Stand-alone technical assistance only. 
Sources: Country partnership strategy final review data; ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila; Procurement, 
Portfolio and Financial Management Department project completion report and technical assistance completion report ratings as of 31 December 2017; and 
Asian Development Bank Controller’s Department database as of December 2018.  



  

 

APPENDIX 2: ADB LOANS, GRANTS, AND TECHNICAL ASSISTANCE APPROVED, ONGOING, AND COMPLETED, 2013–
2017  
 

No. 
Project 
Number 

Loan/Grant/  
TA Number Project Name 

Approval 
Date 

Closing 
Date 

Total ADB 
Financing  

($) 

Total Amount 
Disbursed  

($) Sector 

PCR, 
IED 

Rating 
Modality/ 
TA Type 

Source 
of Fund 

1 51129-001 TA 9456 Social Sectors Reform 
Program 

7-Dec-17 31-Jul-19        800,000                        -    EDU | HLT 
 

PPTA TASF 

2 52165-001 TA 9529 High Voltage Electrical 
Networks, CJSC 

28-May-18 31-Dec-18        100,000                       -    ENE 
 

CDTA TASF 

3 46416-002 L-3150 Power Transmission 
Rehabilitation Project 

31-Jul-14 30-Jun-20 37,000,000     12,359,000 ENE 
 

Project COL 

4 51060-001 TA 9332 Support to Public Efficiency 
and Financial Markets 
Program 

27-Jun-17 31-Jan-19        500,000          465,722 FIN | PSM 
 

PPTA TASF 

5 51060-002 L-3584 Public Efficiency and 
Financial Markets Program 
(Subprogram 1) 

24-Oct-17 31-Dec-17 40,000,000      40,000,000  FIN | PSM 
 

PBL 
(program

matic 
approach

) 

OCR 

6 48040-001 TA 9045 Export- and Innovation-Led 
Industrial Development 

15-Dec-15 31-Dec-18        500,000  
250,000 

         167,178 
77,442 

IND | FIN 
 

PATA TASF 
FSDPS 

7 46220-001 L-3155 Infrastructure Sustainability 
Support Program 

28-Aug-14 11-Nov-15 49,000,000      45,564,000  PSM S, S Program COL 

    TA 8710 Strengthening Sector 
Management Capacity in 
Road and Water Sectors 

28-Aug-14 30-Apr-16        900,000           863,659  
 

HS CDTA TASF 

8 46220-005 TA 9065 Infrastructure Sustainability 
Support Program, Phase 2 

22-Dec-15 28-Feb-17        500,000          478,352 PSM 
 

PPTA TASF 

9 46220-006 L-3453 Infrastructure Sustainability 
Support Program (Phase 2) 

10-Nov-16 31-Dec-17 90,000,000     90,000,000  PSM HS Program OCR 

    TA 9226 Supporting Implementation 
of Phase 2 of the 
Infrastructure Sustainability 
Support Program 

10-Nov-16 19-Feb-18        500,000          457,841 
 

S PATA TASF 

10 42417-033 L-3293 Sustainable Urban 
Development Investment 
Program - Tranche 2 

29-Sep-15 30-Mar-20 112,970,000      31,569,000 TRA 
 

MFF 
project 

OCR 

11 42417-046 TA 9514 Sustainable Urban 
Development Feasibility 
Studies 

12-Apr-18 31-Dec-18        225,000   - TRA 
 

PPTA TASF 
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No. 
Project 
Number 

Loan/Grant/  
TA Number Project Name 

Approval 
Date 

Closing 
Date 

Total ADB 
Financing  

($) 

Total Amount 
Disbursed  

($) Sector 

PCR, 
IED 

Rating 
Modality/ 
TA Type 

Source 
of Fund 

12 49126-001 TA 8896 Project Management 
Support to the Ministry of 
Transport and 
Communication 

8-May-15 31-Dec-19        425,000           205,336 TRA 
 

CDTA TASF 

13 49244-002 L-3449 Armenia–Georgia Border 
Regional Road (M6 
Vanadzor–Bagratashen) 
Improvement Project 

28-Oct-16 31-May-21 50,000,000        6,313,000 TRA 
 

Project OCR 

    Loan   
  

    
   

EIB 
14 49244-003 TA 8926 Armenia–Georgia Border 

Regional Road (M6 
Vanadzor–Bagratashen) 
Improvement Project 

9-Jul-15 31-Dec-18        225,000           148,976.00  TRA 
 

PPTA TASF 

15 42417-045 TA 9494 Vertical Mobility and Safety 
Improvement Project 

21-Nov-17 15-Sep-18       225,000                            - WUS 
 

PPTA TASF 

16 48205-001 TA 8875 Solid Waste Management 
Solutions for Remote and 
Small Communities 

28-Jan-15 11-Dec-17                         
-    

                          -   WUS 
 

PATA JFPR 

17 49078-001 L-3284 Seismic Safety Improvement 
Program 

22-Sep-15 31-May-24 88,500,000      27,160,000.00  WUS | EDU 
 

RBL COL 

  
 

TA 8958 
 

22-Sep-15 30-Sep-19        800,000           418,227.00  
  

CDTA TASF 
18 49078-002 TA 8880 School Seismic Safety 

Improvement Program 
10-Mar-15 31-Oct-16        350,000           234,439.04  WUS 

 
PPTA TASF 

19 49384-001 TA 9254 Second Water Supply and 
Sanitation Sector Project 

5-Dec-16 31-Mar-18        400,000           356,227.61  WUS 
 

PPTA TASF 

    TA 9254   
  

    
   

JFPR 
20 42145-033 L-2729 North–South Road Corridor 

Investment Program - 
Tranche 2 

21-Dec-10 14-Sep-19 170,000,000    109,288,800.00  TRA 
 

MFF 
project 

OCR 

21 42145-043 L-2993 North–South Road Corridor 
Investment Program - 
Tranche 3 

12-Mar-13 14-Sep-19 100,000,000      23,387,000.00  TRA 
 

MFF 
project 

OCR 

  
 

Loan 
        

EDB 
  

 
Loan 

        
EIB 

    Grant   
  

    
   

NIF 
22 42417-023 L-2752 Sustainable Urban 

Development Investment 
Program - Tranche 1 

9-May-11 30-Jun-20 48,640,000      35,302,000.00  TRA 
 

MFF 
project 

COL 

23 46416-001 TA 8198 Power Transmission 
Rehabilitation Project 

22-Oct-12 30-Sep-15        700,000           671,212.00  ENE 
 

PPTA TASF 
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No. 
Project 
Number 

Loan/Grant/  
TA Number Project Name 

Approval 
Date 

Closing 
Date 

Total ADB 
Financing  

($) 

Total Amount 
Disbursed  

($) Sector 

PCR, 
IED 

Rating 
Modality/ 
TA Type 

Source 
of Fund 

24 45230-001 L-2922 Women’s Entrepreneurship 
Support Sector 
Development Program 

25-Oct-12 17-Dec-15 20,000,000      19,086,000.00  FIN 
 

SDP 
program 

COL 

  
 

L-2923 
 

25-Oct-12 14-Mar-18 20,000,000      17,551,000.00  
  

SDP DFI COL 
  

 
TA 8200 Capacity Building for 

Women's Entrepreneurship 
Support 

25-Oct-12 29-Mar-17        600,000           581,437.71  
 

S CDTA TASF 

25 46220-003 TA 8249 Infrastructure Sustainability 
Support Program 

10-Dec-12 28-Feb-15        500,000           469,559.37  PSM HS PATA TASF 

26 47265-001 TA 8559 Investment Promotion 13-Dec-13 28-Feb-17        750,000           482,775.28  PSM | IND LS CDTA TASF 
27 42145-023 L-2561 North–South Road Corridor 

Investment Program - 
Tranche 1 

6-Oct-09 23-Feb-18 60,000,000      57,062,000.00  TRA 
 

MFF 
project 

COL 

28 45415-001 TA 8361 Urban Development in 
Secondary Cities 

29-Apr-13 31-Mar-16                             
-   

TRA S PATA UEIF 

29 45299-001 L-2860 Water Supply and 
Sanitation Sector Project - 
Additional Financing 

12-Apr-12 17-Jan-18 40,000,000      37,933,000.00  WUS 
 

Project COL 

30 45398-003 TA 7991 Solid Waste Management 
Improvement Investment 
Program 

14-Dec-11 29-Mar-17        700,000           698,115.32  WUS 
 

PPTA TASF 

    TA 7991           
   

UEIF 
ADB = Asian Development Bank, CDTA = capacity development technical assistance, COL = concessional OCR lending, EDB = Eurasian Development Bank, EDU = education, EIB = European Investment 
Bank, ENE = energy, FDSPF = Financial Development Sector Partnership Fund, FIN = finance, HLT = health, HS = highly satisfactory, IED = Independent Evaluation Department, IND = industry, JFPR = 
Japan Fund for Poverty Reduction, L = loan, LS = less than satisfactory, MFF = multitranche financing facility, NIF = National Investment Fund, OCR = ordinary capital resources, PATA = policy and advisory 
technical assistance, PBL = policy-based loan, PCR = project completion report, PPTA = project preparatory technical assistance, PSM = public sector management, S = satisfactory, SDP = Sector Development 
Program, TA = technical assistance, TASF = Technical Assistance Special Fund, TRA = transport, UEIF = Urban Environmental Infrastructure Trust Fund, WUS = water and other urban infrastructure and 
services.  
Source: Country partnership strategy final review data; ADB. 2019. Country Partnership Strategy Final Review: Armenia, 2014–2018. Manila. Procurement, Portfolio and Financial Management Department 
project completion report and technical assistance completion report ratings as of 31 December 2017; and Asian Development Bank Controller's Department database as of December 2018.  
 



  

 

APPENDIX 3: OVERALL ARMENIA SOVEREIGN PORTFOLIO BY SECTOR, 2014–
2018 
 
  

Sector 
Approved Amount  

($) 

ADB Disbursed 
Amount  

($) 
Sector 

Share (%) 
Education 800,000  0 1  
Energy     37,800,000  13,030,212 4  
Finance     81,100,000  77,684,160 8  
Industry and trade  750,000  244,620 15 
Public sector management  142,150,000             138,316,189 1  
Transport   542,485,000  263,276,112 57 
Water and other urban  
   infrastructure and services  

 130,975,000  66,800,009 14 

     Total 936,060,000  559,351,301 100  
Sources: Country partnership strategy final review data; Procurement, Portfolio and Financial Management 
Department project completion report and technical assistance completion report ratings as of 31 December 2017; 
Asian Development Bank Controller’s Department database as of December 2018; the data includes approved, 
ongoing, and completed projects during 2014–2018. 

   
 
  
  
  
  
  
  
  



  

 

APPENDIX 4: DEVELOPMENT PARTNERS ACTIVE IN KEY SECTORS AND           
THEMATIC AREAS  
 
  
Sector  Development Partners  
Education  UNDP, World Bank, EU, AFD  
Energy  EIB, World Bank, EBRD, UNDP, USAID, KfWa, AFT, Russian 

Federation  
Public sector management and finance  IMF, UNDP, EADB, World Bank, USAID, EU, AFD, KfWa 
Transport  EBRD, EIB, EADB, UNDP, World Bank, EU  
Water and other urban infrastructure and 
services 

EBRD, EIB, UNDP, World Bank, OPEC, EADB, USAID, AFD, KfWa, 
France  

Finance EIB, World Bank, EBRD, IFAD, UNDP, KfWa, USAID 
Industry and trade UNDP, World Bank, USAID, AFD 
Health and social protection World Bank, UNDP, EU, USAID 
Agriculture and natural resources UNDP, World Bank, KfWa, EU 
Thematic and drivers of change    
Regional cooperation and integration  ADB, EBRD, EU, GIZ, JICA, SDC/ SECO, USAID, UN agencies, World 

Bank  
Private sector development and private sector 
operations 

EIB, World Bank, EBRD, IFAD, UNDP, KfWa, USAID 

Environmentally sustainable growth EBRD, EIB, UNDP, World Bank, OPEC, EADB, USAID, KfWa, EU 
Governance and capacity development IMF, World Bank, EADB, USAID, EU, AFD 
Gender equity and mainstreaming UNDP, World Bank, EBRD, IFAD, USAID 

AFD = Agence Française de Développement, AFT = Aid for Trade, EADB = Eurasian Development Bank, EBRD = European Bank for 
Reconstruction and Development, EIB = European Investment Bank, EU = European Union, GIZ = Deutsche Gesellschaft für 
Internationale Zusammenarbeit, IFAD = International Fund for Agricultural Development, IMF = International Monetary Fund, JICA 
= Japan International Cooperation Agency, OPEC = Organization of the Petroleum Exporting Countries, SDC = The Swiss Agency for 
Development and Cooperation, SECO = The Swiss State Secretariat for Economic Affairs (SECO), UN = United Nations, UNDP = United 
Nations Development Programme, USAID = United States Agency for International Development. 
a German development cooperation through KfW. 
Sources: Websites of development partners cited.  
  



  

 

APPENDIX 5: SCORES ASSIGNED TO SECTOR AND CROSS-CUTTING OBJECTIVES  
 

Sector 
Relevance 

(20%) 
Effectiveness 

(20%) 
Efficiency 
(20%) 

Sustainability 
(20%) 

Development 
Impact 
(20%) Overall 

Weight 
 (%) 

Education 2.0 2.0 2.0 2.0 2.0 2.0 1.0 
Energy 2.0 2.0 2.0 2.0 2.0 2.0 4.0 
Finance 2.0 2.0 2.0 2.0 2.0 2.0 8.0 
Industry and trade 2.0 2.0 2.0 2.0 2.0 2.0 15.0 
Public sector 
management 

2.0 2.0 2.0 2.0 2.0 2.0 1.0 

Transport 1.0 1.0 2.0 2.0 2.0 1.4 57.0 
WUS 2.0 2.0 2.0 2.0 2.0 2.0 14.0 
Sector weighted score 1.4 1.4 2.0 2.0 2.0 1.7   
Cross-cutting themes 
Environmentally   
   sustainable 

2.0 - - - 2.0 2.0 
  

Gender equality  2.0 - - - 2.0 2.0   
Private sector    
  development 

2.0 - - - 2.0 2.0 
  

Regional cooperation  
   integration 

1.0 - - - 1.0 1.0 
  

Knowledge 2.0 
   

2.0 2.0   
Thematic score 1.8 - - - 1.8 1.8   
Weighted score 1.6 1.4 2.0 2.0 1.9 1.7   
Overall rating sovereign 
program Relevant 

Less than 
efficient 

 
Effective 

Likely 
sustainable Satisfactory Successful 

  

Nonsovereign 
Operations 

Development 
Results 

ADB 
Investment 
Profitability 

ADB Work 
Quality 

ADB 
Additionality Overall Rating 

NSO (weighted score: 25% 
of total portfolio, public 
75% of total portfolio) 

2.0 2.0 2.0 2.0 2.0 

 
Overall sovereign and 
nonsovereign program 
rating           

1.79 

 
- = none, ADB = Asian Development Bank, NSO = nonsovereign operation. 
Note: The overall assessment is successful since the score is above 1.6.  
Source: Independent Evaluation Department. 2015. Guidelines for the Preparation of Country Assistance Program Evaluations and Country Partnership 
Strategy Final Review Validations. Manila: Asian Development Bank. 



  

 

APPENDIX 6: LINKED DOCUMENT  
 
 

1. Country Partnership Strategy Final Review: Armenia, 2014–2018 
https://www.adb.org/sites/default/files/linked-documents/ARM-CPS-final-review-2014-2018.pdf 

 
 

 
    

 

https://www.adb.org/sites/default/files/linked-documents/ARM-CPS-final-review-2014-2018.pdf
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