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I. CONSISTENCY OF THE BUSINESS PLAN WITH THE COUNTRY PARTNERSHIP 
STRATEGY 

1. After reacting to external economic shocks and a deep economic contraction in Armenia 
in 20091, the Asian Development Bank (ADB) seeks to refocus its efforts in the country on long-
term programs. This country operational business plan (COBP) for 2012–2013 supports the 
government’s Sustainable Development Program.2 The indicative focus areas under this COBP 
are (i) urban development, (ii) regional cooperation, and (iii) private sector development.3 The 
COBP will also help the government counter the economic vulnerability the crisis revealed. 
 
2.  The first country partnership strategy will be prepared during this COBP period. 
Consultation with the government in September 2011 confirmed the overall validity of the ADB 
strategies and the indicative assistance pipeline shown in this COBP.  
 

II. INDICATIVE RESOURCE PARAMETERS 

3. Armenia is eligible for resources from the Asian Development Fund (ADF) and from 
ADB’s ordinary capital resources (OCR). In the 2010 country performance assessment (under 
the revised performance-based allocation policy), Armenia received an allocation of $104 million 
from the ADF for 2011–2012, which will be used entirely in 2012.4 Based on this allocation and 
for planning purposes, ADF funding is assumed to be $58 million for 2013.  
 
4. Armenia’s external public debt increased after the economic crisis in 20095 but the debt 
burden is considered sustainable, 6  and the government remains committed to keeping it 
manageable. Thus OCR will be used selectively for the country’s priority programs. These 
programs will bring solid outcomes for economic growth and economic diversification. The 
average annual OCR financing will be about $135 million per year during 2012–2013.7  
 
5. The $1.9 million nonlending programs for 2012–2013 comprise one project preparatory 
technical assistance (TA) project, one policy and advisory TA project, and two capacity 
development TA projects. 
 

III. SUMMARY OF CHANGES TO LENDING AND NONLENDING PROGRAMS 

6. The following adjustments have been made to the programs under this COBP. The 
updated country partnership strategy results framework in Appendix 1 reflects them. The core 
areas consist of urban development, regional cooperation, and private sector development. 
 

(i) Urban development. Two investment projects targeting secondary cities are 
programmed in the pipeline to support the government in upgrading city 

                                                
1
 ADB. 2009. Crisis Recovery Support Programs (Armenia). Manila (R96-09). 

2
 Government of Armenia. 2008. The Sustainable Development Program 2009–2021. Yerevan. 

3
 ADB. 2006. The Economic Report and Interim Operational Strategy for Armenia 2006–2009. (Manila) identified 

rural development, private sector development, and promotion of regional cooperation as indicative and not 
exclusive priorities. In this COBP, the focus is shifted from rural development to urban development in response to 
the government’s post-crisis priorities.  

4
 ADF allocations are estimated by ADB, based on the ADF X resource envelope agreed upon by contributors and 

may be affected by movements in the exchange rates, the actual timing of ADF contributions, changes in ADB 
membership, and results from subsequent country performance assessment exercise. The unused ADF allocation 
for 2009–2010 will be used in 2011.  

5
 The ratio of external public debt to gross domestic product increased from 13.5% in 2008 to 34.3% in 2009 and to 

35.2% in 2010. Armenia: Economic Performance (accessible from the list of linked document in Appendix 2). 
6
 International Monetary Fund. 2010.  IMF Country Report No. 10/350. Washington, DC (December 2010). 

7
  Based on the Work Program and Budget Framework, the operations resource parameters are $100 million per year 

for 2012-2013. The pipeline amounts indicated are subject to project readiness and availability of OCR. 
Cofinancing resources will be sought where possible. 
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infrastructure to create more competitive platforms for economic growth. The 
water supply and wastewater management services improvement provides better 
access to sustainable water supply and sanitation. The sustainable urban 
transport investment program will improve urban transport infrastructure. These 
improvements are expected to attract investments and sustain tourism. 

 
(ii) Regional cooperation. Following the upgrade of the segments from Yerevan to 

Talin in 2009 and 2010 under the North–South Road Corridor Investment 
Program, the improvement of the segment from Talin to Gyumri will start during 
the COBP period to provide an efficient, safe, and sustainable road network to 
link Yerevan to Gyumri, the second biggest city of Armenia, and eventually link 
the north–south corridor with the ports along the Black Sea. This will promote 
Armenia’s subregional trade with neighbors by reducing transport costs and 
boosting the movement of people and goods. 

 
(iii) Private sector development. ADB will consider a small and medium-sized 

enterprises (SMEs) development program to help the government meet the 
urgent need to enhance the country’s economic base particularly for women. A 
capital market development program will contribute to private sector development 
through strengthened local capital markets.   

 
7. Gender issues that accompany the current socioeconomic trend such as gender gap in 
remuneration will be addressed by the SMEs development project which will support job 
opportunities for women. The road corridor program will benefit rural communities, especially 
the rural poor and women. A gender analysis will be carried out during the preparation of ADB’s 
water supply and sanitation project to examine opportunities for women’s participation in project 
activities and women’s access to project benefits. 
 
8. ADB will continue helping the government enhance governance in financial 
management, internal audit, and contract management. ADB will coordinate and seek strategic 
cofinancing opportunities with development partners in Armenia to ensure effective and 
consistent development outcomes, while considering the country’s debt situation.  
 

9. Nonlending programs will include four TA programs for (i) improved access to finance 
for women entrepreneurs; (ii) pension reform program; (iii) capital market development; and 
(iv) deepening economic growth and reducing poverty.  

 
10. Private sector operations. ADB rolled out its trade finance program in Armenia in 2011. 
After implementation of the trade finance program, the extension of term loans to selected local 
banks with strong distribution networks are being considered,8  with proceeds of the loans 
earmarked for lending to SMEs and the financing of small-scale clean energy projects. 
Following the support for the Zvartnots Airport Expansion Project,9 the first private infrastructure 
loan by ADB in Armenia, further private infrastructure project lending as requested by private 
investors in Armenia will be considered. 

                                                
8
  The scope of this project will not be duplicating that of Improving Access to Finance for Women Entrepreneurs. 

9
 ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 

of Armenia for the Zvartnots Airport Expansion Project (Phase 2). Manila (Loan 7308-ARM, for $40.0 million, 

approved on 26 March). 
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UPDATED COUNTRY PARTNERSHIP STRATEGY RESULTS FRAMEWORK 
(as of 7 November 2011) 

Country Development Goals Changes from CPS or Last COBP 

 Key goals of Armenia’s Sustainable Development Program, covering the period 2009–2021, are (i) reducing poverty, including the 
elimination of extreme poverty; (ii) ensuring human development; and (iii) deepening economic growth and accelerating 
development of lagging regions.  

 To address the country’s vulnerability to external shocks after the economic crisis in 2009, the government has re-emphasized its 

economic growth and diversification strategy through developing the infrastructures, improving the business environment and 

fostering private sector development. 

This COBP’s priority areas are (i) 
urban development, (ii) regional 
cooperation, and (iii) private sector 
development. 

 

Sectors Selected by ADB 

Changes from CPS or Last COBP 
Government Sector 

Objectives 
Sector Outcomes that ADB 

Contributes to and Indicators 
ADB Areas of 
intervention 

ADB Indicative Two-Year 
Resource Allocation and 

Thematic Priorities
a
 

1. Water Supply and Other Municipal Infrastructure and Services (Strategy 2020 Core Area 1: Infrastructure)  

Improve quality of water 
supply and sanitation 
services 
 

 

1a. Safe, reliable, and sustainable water 
supply and sanitation services and 
improved hygiene in selected towns 
Average number of hours per day with 
water supply availability 
Baseline: 13 (2010) 
Target: 16 (2016) 
Cost-recovery tariff-to-affordable-tariff 
ratios 
Baseline: 50% (2010) 
Target: 60% (2016) 

(i) Reconstruction and 
rehabilitation of the water 
supply and sanitation 
systems in provincial 
cities and secondary 
towns  
 
(ii) Institutional 
strengthening of water 
supply and sanitation 
operations 

 $104 million  for  2012–2013, 
24% of total COBP envelope, 
of which: 
ENV – 100% 
GEN + EGM – 100% 
GRO – 100% 
SOD – 100% 
 

The focus will be on urban water and 
sanitation services in response to the 
urgent need to enhance the capacity 
of the urban operators of these 
services. 
 
The project supports the 
government’s objective of human 
development by providing improved 
access to sustainable water supply 
and sanitation services. The key 
components of the project will be (i) 
municipal infrastructure rehabilitation 
and improvement, and (ii) 
management improvement and 
capacity development.  

2. Transport, and Information and Communication Technology (Strategy 2020 Core Area 1: Infrastructure)  

Redirect public and private 
investments from Yerevan to 
other cities and rural 
settlements, and to promote 
more even distribution of 
investments across regions 
to mitigate regional 
development disparities 
 
Introduce  principles of 
multipolar area development 

2a. Improved, upgraded, and expanded 
urban infrastructure facilities and basic 
urban services in secondary cities 
 
2b. Efficient, safe, and sustainable 
transport on the north–south road 
corridor 
Increased transit traffic across Armenia 
on the north–south road corridor 
Target:  200 vehicles/day  (2017) 
Increased average daily traffic on the 

(i) Development of urban 
infrastructure 
 
(ii) Reconstruction of the 
north–south road 
corridor (the Agarak–
Kapan–Yerevan–Bavra 
road) 
 
(iii) Upgrading of the 
north-south road corridor 

 $308 million for 2012–2013, 
71% of total COBP envelope, 
of which: 
ENV – 19% 
GEN + EGM –19% 
GRO – 100% 
PSD – 81% 
RCI – 81% 
SOD – 100% 
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Sectors Selected by ADB 

Changes from CPS or Last COBP 
Government Sector 

Objectives 
Sector Outcomes that ADB 

Contributes to and Indicators 
ADB Areas of 
intervention 

ADB Indicative Two-Year 
Resource Allocation and 

Thematic Priorities
a
 

and to create more balanced 
settlements 
 
Develop and increase 
efficiency of the transport 
system as an important 
prerequisite for ensuring 
high growth rate, increased 
access to and efficiency of 
social services, increased 
labor force mobility, and 
elimination of regional 
disparities 

Improve the national road 
network, with the most 

intensively used segments 
of the network a priority 

Develop a subregional and 
national road transport 
network within Armenia 

north–south road corridor 
Baseline:  3,000 vehicles (2008)   
Target: 6,000 vehicles (2017) 
Road corridor upgraded to 100 km/hour 
operation standard international 
roughness index value for the north–
south corridor 
Target: reduced to 2.5 by 2017 and kept 
below 4.0 on international roughness 
index for the next 5 years 
 
2c. An efficient, safe, and sustainable 
north-south road corridor, linking 
Armenia domestically and internationally 
Reduced travel time in the section 
Increased daily traffic (number of 
vehicles) in the section 
Number of people to benefit from the 
project 

 

 
 

3.Finance (Strategy 2020 Core Area 4: Financial Sector Development)  

Increase the level of 
involvement of women in 
business, to ensure the 
development of women 
owned businesses or 
businesses with a majority 
of female workers 

3a. Increased number of women 
business owners and businesses with a 
majority of female workers, (including 
females in management) 
Increased volume of exports by SMEs 
Baseline: 7.9% (2009)   
Target: 12.5% (2017) 
Increased share of SME’s in gross 
domestic product 
Baseline: 42.5% (2009)   
Target: 47.0% (2017) 

(i) Increasing the role of 
business women in 
economy 
 
(ii) Supporting the 
government’s priority 
agenda to promote start 
up and progressive 
development of SMEs  

 $20 million for 2012–2013, 
5% of total COBP envelope, of 
which: 
CAD – 100% 
GEN + EGM – 100% 
GRO – 100% 
PSD – 100% 
 

This loan has been added in this 
COBP. The loan is in line with the 
government’s post-crisis 
development priorities. 

ADB = Asian Development Bank, ADF = Asian Development Fund, CAD = capacity development, COBP = country operations business plan, CPS = country partnership 
strategy, EGM = effective gender mainstreaming, ENV = environmental sustainability, GEN = gender equity, GRO = economic growth, km = kilometer, OCR = ordinary 
capital resources, PPTA = project preparatory technical assistance, PSD = private sector development, RCI = regional cooperation and integration, SMEs = small and 
medium-sized enterprises, SOD = social development. 
a  

The five-year financing envelope will be defined during CPS exercise.  
Source: Asian Development Bank. Government of Armenia; The Sustainable Development Program. 
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INDICATIVE ASSISTANCE PIPELINE a 
Table A3.1: Indicative Assistance Pipeline for Lending Products, 2012–2013 

 

Project/Program Name Sector 

Targeting 
Classifi-
cation 

Primary 
Theme Division 

Year 
of 

PPTA 

Cost ($ million) 

Total 

ADB 

Gov’t 
Co- 

finance OCR 

ADF 

Total Loans Grants 

2012 Firm Loans             

Second Water Supply and 
Sanitation Project 

Water supply 
and other 
municipal 

infrastructure 
and services 

GI ENV/SOD/ 
GRO 

CWUW  114.0 0.0 104.0 0.0 104.0 10.0 0.0 

North–South Road Corridor 
Investment Program (MFF PFR 3) 

Transport and 
ICT 

GI RCI/PSD/ 
SOD/GRO 

CWTC 2008 185.0 150.0 0.0 0.0 150.0 35.0 0.0 

Improving Access to Finance for 
Women Entrepreneurs  

Finance GI GRO/PSD/ 
CAD/GEN 

CWPF  20.1 20.0 0.0 0.0 20.0 0.1 0.0 

Total       319.1 170.0 104.0
b 

 
     0.0 274.0 45.1  0.0 

2013 Firm Loans             
Sustainable Urban Development 
Investment Program (MFF PFR 2) 

Transport and 
ICT 

GI 
 
 

ENV/SOD/
GRO 

 

CWUW 
 
 

2007 
 
 

69.6 
 
 

0.0 
 
 

58.0 
 
 
 

0.0 
 
 

58.0 
 
 

11.6 
 
 

0.0 
 
 

Roads Project Transport and 
ICT 

GI RCI/GRO/ 
PSD/SOD 

CWTC  125.0 100.0 0.0 0.0 100.0 25.0 0.0 

Total       194.6 100.0 58.0 0.0 158.0 36.6 0.0 

ADB = Asian Development Bank; ADF = Asian Development Fund; CWPF = Public Management, Financial Sector, and Trade Division; CWTC = Transport and 
Communications Division; CWUW = Urban Development and Water Division; ENV = environmental sustainability; GEN = gender equity; GI = general intervention; Gov’t = 
government; GRO= economic growth; ICT = information and communication technology; MFF = multitranche financing facility; OCR = ordinary capital resources; PPTA = 
project preparatory technical assistance; RCI = regional cooperation and integration; SMEs = small and medium-sized enterprises; SOD = social development. 
a
  The pipeline amounts indicated, some of which may exceed the WPBF, are subject to project readiness and availability of OCR. Cofinancing resources will be 

sought where possible. 
b   

ADF allocation for the period of 2011–2012 will be entirely used in 2012. 
Source: ADB estimates. 
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Table A3.2: Indicative Assistance Pipeline for Nonlending Products and Services, 2012–2013 

 

Assistance Name Sector Division 
Assistance 

Type 

Sources of Funding  

ADB Others 

Total 

($'000) Source 
Amount 

($'000) Source 
Amount 

($'000) 

2012 Firm         

Improving Access to Finance for Women 
Entrepreneurs 

Finance CWPF CDTA TASF 500  0 500 

Pension Reform Program Finance CWPF CDTA TASF 500  0 500 

Total     1,000  0 1,000 

2012 Tentative 

Deepening Growth and Reducing Poverty 
Public Sector 
Management 

 
CWRC 

 
PATA 

 
TASF 

 
500 

  
0 

 
500 

Total     500  0 500 

2013 Firm 

Capital Market Development 
 

Finance 

 
CWPF 

 
PPTA 

 
TASF 

 
400 

  
0 

 
400 

Total     400  0 400 

ADB = Asian Development Bank; CWPF = Public Management, Financial Sector, and Trade Division; CWRC = Regional Cooperation and Operations 
Coordination Division; CDTA = capacity development technical assistance; PATA = policy and advisory technical assistance; PPTA = project preparatory 
technical assistance; TASF = Technical Assistance Special Fund. 
Source: ADB estimates. 
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ASSISTANCE PROGRAM FOR 2011 
 

Table A4.1: Assistance Pipeline for Lending Products, 2011 
 

Project/Program Name Sector 

Targeting 
Classifi-
cation 

Primary 
Theme Division 

Year 
of 

PPTA 

Cost ($ million) 

Total 

ADB 

Gov’t 
Co- 

finance OCR 

ADF 

Total Loans Grants 

2011 Firm loan             
Sustainable Urban Development 

Investment Program (MFF 
Tranche 1)

a
 

Transport and 
ICT 

GI ENV/SOD/
GRO 

CWUW 2007 60.0 0.0 48.6 0.0 48.6 11.4 0.0 

Total      60.0 0.0 48.6 0.0 48.6 11.4 0.0 

ADB = Asian Development Bank; ADF = Asian Development Fund; CWUW = Urban Development and Water Division; ENV = environmental sustainability; GI = general 
intervention; Gov’t = government; GRO= economic growth; ICT = information and communication technology; MFF = multitranche financing facility; OCR = ordinary capital 
resources; PPTA = project preparatory technical assistance; RCI = regional cooperation and integration; SOD = social development. 
a 

Approved in May 2011. 

Source: ADB estimates. 


