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COUNTRY PARTNERSHIP STRATEGY FORMULATION 
 

 
1. Preparatory Analytical Work. The sector and thematic assessment work was 
undertaken by ADB staff and consultants. Most of the assessments were prepared as part of 
ADB staff members’ work programs, but a few assessments received support from regional 
technical assistance (RETA)1 and staff consultancy budgets.2 
 
2. The Central and West Asia Department (CWRD) prepared a final evaluation of the 
program in Azerbaijan from 2000−2011,3 and the Independent Evaluation Department (IED) 
conducted a validation of the final evaluation.4 IED’s validation report and the subsequent 
meeting of the Board of Directors’ Development Effectiveness Committee (DEC) offered various 
recommendations for the formulation of the Azerbaijan country partnership strategy (CPS). 
These recommendations and how they have been incorporated into the CPS are summarized 
below.  
 
3. Consultations. Extensive consultations took place with multiple stakeholders during the 
preparations of the CPS. An initial mission was undertaken in March 2012 to Azerbaijan to 
inform the government of the CPS preparations and to initiate consultations on the key 
directions of the strategy. That mission developed greater understanding among the 
government about the purposes of the CPS, the formulation process, and the government’s 
roles. It also led to greater understanding among the CPS team of the government’s 
development strategies and programs, and how the CPS will assist in achieving those goals. 
The government made clear its expectations and strategic priorities for ADB’s financial and 
technical assistance over the CPS period. Also during that mission, the ministries and public 
agencies expressed a strong interest in harnessing more of ADB’s knowledge products and 
knowledge solutions. A subsequent mission in July 2013 conducted consultations with the 
government, civil society organizations (CSOs), think tanks, and other development partners on 
the draft CPS. The government expressed strong support for the thematic and sectoral focus of 
the draft CPS. In particular, the government underscored the importance of a diversified 
knowledge-based economy in the draft CPS framework and they were pleased with its 
alignment to the country’s Azerbaijan 2020 vision and national development plans. 
Development partners expressed strong appreciation of ADB’s work in Azerbaijan and were 
pleased with the directions of the draft CPS and the alignment with Azerbaijan 2020 and the 
partners’ own country strategies. The challenges and priorities identified in the draft CPS were 
endorsed by the development partners. CSOs participated in a CSO roundtable and provided 
feedback on ADB’s past operations and the draft CPS. The CSOs were pleased with the overall 
directions of the CPS and offered suggestions for enhancing it. Various think tanks offered their 
views on the CPS and highlighted several issues for consideration. 
 
4. Within ADB, the CPS Initiating Meeting provided an opportunity to obtain early guidance 
from Management on the directions of the CPS and in structuring the subsequent country 
consultations. An Informal Board Seminar held on 22 November 2013 facilitated interaction with 
Board members on the CPS to better understand their concerns and obtain useful guidance. A 
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Management Committee Meeting held on 14 February 2014 endorsed the strategic focus of the 
CPS. The government of Azerbaijan endorsed the CPS in August 2014.  
 

Table: Country Assistance Program Evaluation Recommendations and Responses 
CPS Final Review Validation Recommendation Country Partnership Strategy Approach 

1. ADB must make sure that it always has a valid 
country strategy under which to operate. In addition, 
thought needs to be given on how to deal with MFFs 
in country strategies and the need for flexibility in 
case of unforeseen changes in economic, political, 
or portfolio conditions. 

MFFs are used when appropriate, and other 
modalities will also be used during the CPS 
period. Stand alone projects include the urban 
transport project and the renewable energy pilot.  

2. ADB needs to deepen its inclusive growth focus 
through more infrastructure investments and private 
sector initiatives that directly benefit secondary cities 
and rural populations. 

All of the urban water and sanitation project sites 
are in secondary towns. The Second Road 
Network Development Investment Program and 
Road Network Development Program include road 
sections in the southern region of the country that 
is mountainous and rural. The CPS is expected to 
help promote inclusive growth and reduce urban-
rural disparities. Improving access to finance will 
contribute to a more diversified and inclusive 
location of economic activities. 

3. ADB needs to prioritize public and private sector 
operations that help diversify the economy given that 
oil and gas resources are finite. 

The overarching objective of the CPS is to support 
Azerbaijan’s transition to a diversified, knowledge-
based economy and bolster sustainable, non-oil 
economic growth by focusing on selected sectors 
and themes that contribute to diversification. 

4. DEC suggested that the new CPS should deepen 
inclusive growth through infrastructure directly 
benefiting people living outside the cities and 
particularly targeting internally displaced persons 
(IDPs). 

Please see response to comment number 2 
above. As far as IDPs, this is a sensitive political 
issue and donor assistance for IDPs is typically 
not sought by the government.  

5. DEC encouraged the Private Sector Operations 
Department and IED to look more closely at the 
issue of non-performing loans in non-sovereign 
operations. 

There are no non-performing loans in ADB’s non-
sovereign operations in Azerbaijan. 

6. DEC members sought further clarification about: 
(i) the lessons identified in the use of MFF in 
Azerbaijan’s road sector, (ii) the possible inclusion of 
agriculture in the upcoming CPS, and (iii) the 
prospects of diversification in light of Azerbaijan’s 
reliance on oil and gas. 

Lessons gleaned from internal portfolio reviews 
and project performance reports of MFF projects 
are (i) optimize construction during the 8 months 
of good weather available in a year; (ii) adopt a 
realistic engineer’s assessment of costs and site-
specific requirements to avoid cost overruns, as 
the two earlier projects suffered cost overruns and 
consequential implementation delays; (iii) 
strengthen the capacity of AzerRoadService 
(ARS) staff regarding ADB procedures for 
procurement, land acquisition, and resettlement to 
avoid implementation delays; ARS staffers’ lack of 
exposure to ADB guidelines for procurement, land 
acquisition, and resettlement delayed 
implementation increase costs; (iv) effectively 
monitor construction, as the progress of past 
projects was slowed by inadequate or belatedly 
mobilized contractors and their poor performance 
during implementation; (v) continue to emphasize 
capacity building to improve planning, project 
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design and implementation, procurement, 
safeguard issues, administration, and financial 
management; and (vi) effectively coordinate 
development partners to avoid duplication of 
effort, miscommunication of intentions and 
responsibilities, and delays. 
 
On inclusion of agriculture and natural resources, 
the Ministry of Finance has articulated on several 
occasions to ADB that it only seeks financing from 
ADB for urban services, transport, and energy. 
However, the anticipated finance sector technical 
assistance is expected to assist rural populations 
through the development of microfinance 
institutions.  
 
Prospects for diversification in the immediate term 
are limited, as the structure of the economy will 
require time to adjust. The CPS and ADB’s 
interventions are expected to facilitate more 
economic opportunities outside of oil and gas and 
throughout the country. Private sector operations 
are also expected to identify opportunities outside 
of oil and gas and possibly spinoff industries that 
could build on the existing comparative 
advantages of the oil and gas sector, such as 
petrochemicals. 

ADB = Asian Development Bank, ARS = AzerRoadService Open Joint-Stock Company, CPS = country partnership 
strategy, DEC = Development Effectiveness Committee, IDP = internally displaced people, IED = Independent 
Evaluation Department, MFF = multitranche financing facility 
Sources: Staff Analysis; ADB. 2012. Validation Report. Azerbaijan: Validation of the Final Review of Country 
Operations, 2000–2011. Manila. 

 


