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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY)1 
 
1. The country level risk assessment and risk management plan focuses on the three 
governance themes contained in the Second Governance Anticorruption Action Plan 
(GACAP II) of the Asian Development Bank (ADB): public financial management, procurement, 
and combating corruption.2 
 
2. Public financial management. Azerbaijan’s budget expenditures increased more than 
22 times over 2001−2013 and have more than doubled as a percentage of gross domestic 
product. Demand for infrastructure finance remains robust. Public investment expenditures are 
allocated based on priorities submitted by line ministries. There is a need, however, to improve 
project prioritization and planning by line agencies, introduce innovative measures for adequate 
operation and maintenance of infrastructure to ensure sustainability, and enhance auditing. 
 
3. To address these risks, ADB will provide technical assistance (TA) to help develop a 
medium-term investment plan format linked with the budget and sector deliverables, and apply 
this format to counterpart agencies’ annual and medium-term sector investment plans. TA for 
public management will help government bodies develop expenditure priorities and 
management criteria and systems. Additionally, regional TA will conduct a diagnostic study of 
accounting and auditing practices, and strengthen the capacity of executing and implementing 
agencies to prepare project financial statements and audit opinions. ADB will use these 
planning and financial management tools to help government agencies address more 
systematically their capital and operational expenditure management. Additional risk mitigation 
measures such as improving cost recovery, involving the private sector in infrastructure 
provision, and requiring external audits in loan covenants are presented in the table.  
 
4. Procurement. The number and value of government contracts awarded through public 
procurement has increased sixfold since the mid-2000s. Identified risks associated with 
procurement in Azerbaijan include the following: (i) weak procurement capacity leads to delays, 
inefficiencies, and suboptimal contract awards; (ii) the inadequate national procurement 
framework limits competition; and (iii) the opaque and preferential procurement environment 
limits competition. 
 
5. ADB’s Procurement Guidelines3 and procurement processes mitigate most of these risks 
and will continue to be applied in future programming. ADB will maintain current procurement 
threshold levels, and prior review of the government agencies’ procurement methods and bids 
will be conducted. 
 
6. ADB will provide TA to support the government in (i) undertaking a procurement reform 
scoping and action planning exercise; and (ii) drafting updated procurement legislation, 
implementing rules, and related documents, and strengthening the capacity of procurement 
agencies and oversight bodies in accordance with the revised legislation. Procurement and due 
diligence training will be provided to government agencies. Other procurement risk mitigation 
measures will include (i) appointing a dedicated staff from ADB’s Azerbaijan Resident Mission to 
provide assistance to the executing agencies on procurement and recruitment; (ii)  recruiting 
qualified procurement consultants to help executing agencies verify the authenticity of proposals 

                                                
1
  This summary is based on Azerbaijan Risk Assessment Report and Risk Management Plan (accessible from the 

list of linked documents in Appendix 2). 
2
  ADB. 2006. Second Governance and Anticorruption Action Plan. Manila. 

3
  ADB. 2013. Procurement Guidelines. Manila.  



2 

presented and carry out procurement; (iii) checking original bids and conducting spot checks to 
verify information presented in proposals; and (iv) introducing a conflict of interest check into 
procurement processes, and requesting corporate certificates of ownership with identification of 
financial beneficiaries for contractors and suppliers.  
   
7. Anticorruption. Azerbaijan has demonstrated significant progress on anticorruption 
since the mid-2000s, but various global indices on corruption and governance suggest that 
corruption is widespread in Azerbaijan.4 Azerbaijan is involved in several global and regional 
anticorruption initiatives, and the government is implementing its National Action Plan for 
Combating Corruption, 2012−2015.  
 
8. In addition to preventative measures to be undertaken through procurement-related 
activities, ADB will continue to strengthen the skills of executing and implementing agencies and 
ADB staff to identify fraudulent proposals and practices, and collusive situations. ADB will also 
conduct training for executing agencies’ staff and other government counterparts, as well as the 
business community and civil society. During project implementation, ADB will be alert to 
potential mismanagement of resources or substitution of personnel or materials to ensure 
compliance with technical and human resource expectations. ADB will conduct thorough 
situational analyses, detailed appraisals, and regular project performance monitoring and 
evaluation. Appropriate provisions of ADB’s Anticorruption Policy will be included in the loan and 
project agreements and the bidding documents.  
 

Table: Summary Risk Assessment Mitigation Plan 
 

High Risks Proposed ADB Actions 

Public Financial Management 

1. Weak planning, budgeting, 
monitoring systems and practices in 
the public sector, which limit efficient 
resource use to achieve 
development targets 

1. TA will develop a medium-term investment plan format to be linked with 
the budget and sector deliverables  
 

2. Government capacities will be strengthened to develop, implement, and 
monitor a results-based investment plan, and to prioritize investments 
through cost–benefit analyses  

2. Insufficient allocations for 
operation and maintenance of 
infrastructure and low cost recovery, 
which undermine the sustainability of 
infrastructure 
 

1. Provision of TA on public management to help government bodies 
develop expenditure priorities and management criteria and systems  
 

2. Provision of support to government bodies to address more 
systematically their capital investment issues and operation and 
maintenance funding 
 

3. Conduct regular dialogue with the Ministry of Finance and concerned 
ministries and agencies on cost recovery and operation and maintenance 
mechanisms to sustain investments and to foster private participation in 
infrastructure provision  
 

4. Explore additional sources of revenue from current assets, 
e.g., installation of meters, modern billing and collection methods, and 
introduction of toll roads 

3. Inadequate oversight, and weak 
internal controls and auditing, which 
hinder effective expenditure 
management and may result in 
financial losses 

1. Inclusion of Azerbaijan in RETA that will conduct a diagnostic study of 
accounting and auditing practices, and strengthen the capacity of executing 
and implementing agencies to prepare project financial statements and 
audit opinions 
 

2. External audit requirements will be included in loan covenants 
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Procurement 

1. Weak procurement capacity 
results in delays, inefficiencies, and 
suboptimal award of contracts 

1. Provision of technical assistance (under RETA 8262) to assist with (i) a 
procurement reform scoping and action planning exercise; and (ii) if 
requested by the government, drafting updated procurement legislation, 
implementing rules, and related documents; and strengthening the capacity 
of procurement agencies and oversight bodies in accordance with the 
revised legislation 
 
2. Conduct regular training on procurement and due diligence for executing 
agencies, State Procurement Agency, and other agencies 
 
3. Recruit procurement consultants to assist executing agencies in carrying 
out procurement 
 
4. Randomly check original bids submitted by bidders to validate the bid 
evaluation reports prepared by the implementing agencies, and spot check 
proposals to ensure the veracity of information 
 
5. Appoint a Resident Mission staff member to provide assistance to the 
executing agencies on procurement and recruitment 

2. Inadequate national procurement 
framework limits competition 

1. Specify in procurement plans that prior review of the government 
agencies’ procurement method and bids must be conducted 
 
2. Provision of technical assistance (under RETA 8262) to assist with (i) a 
procurement reform scoping and action planning exercise; and (ii) if 
requested by the government, drafting updated procurement legislation, 
implementing rules and related documents, and strengthening the capacity 
of procurement agencies and oversight bodies in accordance with the 
revised legislation 

3. Opaque and preferential 
procurement environment limits 
competition 

1. Discourage single-source selection and increase efforts to encourage 
broader participation in international competitive bidding 
 
2. Conduct due diligence training to strengthen verification skills of 
executing agencies, randomly check original bids submitted by bidders to 
validate the bid evaluation reports prepared by the implementing agencies, 
and spot check proposals to ensure the veracity of information 
 
3. Introduce a conflict of interest check into procurement processes 

Anticorruption 

1. Corruption compromises the 
efficient use of resources and the 
achievement of intended 
development results 

1. Strengthen the skills of executing and implementing agencies and ADB 
staff to identify fraudulent proposals and collusive situations 
 
2. Conduct training for executing agencies and other government 
counterparts, the business community, and civil society to increase 
awareness of ADB’s Anticorruption Policy (1998, as amended to date), to 
identify fraud and corruption, and how to confidentially report concerns to 
ADB  
 
3. Conduct thorough situational analyses, detailed appraisals, and regular 
project performance monitoring and evaluation 
 
4. Include appropriate provisions of ADB’s Anticorruption Policy in loan and 
project agreements and bidding documents 

ADB = Asian Development Bank, RETA = regional technical assistance, TA = technical assistance 
Source: Azerbaijan Risk Assessment Report and Risk Management Plan (accessible from the list of linked 
documents in Appendix 2). 


