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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY)1 
  
1. Public financial management, the public procurement system, and anticorruption 
practices are key governance safeguards embedded in Asian Development Bank (ADB) 
operations. As part of the background work for the country partnership strategy (CPS) for 
Kazakhstan, 2012–2016, ADB conducted a governance risk assessment. The assessment 
focused on key governance risk issues and identifies mitigation strategies in public financial 
management, the public procurement system, and anticorruption practices both at the national 
level and the level of the sectors (energy, transport, and urban services) the CPS will support. 
This summary highlights the main findings of the assessment and outlines a risk assessment 
mitigation plan to help mitigate these risks during the CPS period. 
 
2. Public financial management covers a wide spectrum of public resource flows in 
Kazakhstan and involves the state budget, inclusive of revenue generation and expenditure 
patterns. It is overseen by the Ministry of Finance and administered through the 2005 Budget 
Code, which guides the functioning of a uniform treasury system, implementation of a unified 
budget and accounting system, and implementation of medium-term budget frameworks. 
Financing of national activities are normally from the state budget. 
 
3. For ADB operations, public financial management practices that pose the main risks at 
the national level are as follows: (i) the disconnect between the planning and budgeting 
functions of sector ministries and the Ministry of Finance makes the timely execution of 
development projects within the budgeted parameters difficult; (ii) the unpredictable demand 
and consequent uncertain availability of external resources for development projects weakens 
links between sector planning, implementation, and achievement of desired results; (iii) lengthy 
administrative processes for approving external loans and ratification processes delay the 
availability of financing, affect the completion time lines of projects, and lead to cost overruns; 
and (iv) the audit function is a key area requiring improvement for effective public financial 
management, better accountability, and strengthened effectiveness of public expenditures in the 
country. 
 
4. At the sector level—for transport, energy, and urban services—cost overruns resulting 
from changes in project scope represent a risk in realizing timely project outcomes. Cost 
escalations during implementation in some cases are so significant that the eventual project 
cost could be two to three times higher than the original estimates. To some extent, this is 
attributable to underfunding. In most cases, however, the causes are poor quality initial budget 
estimates, lack of adjustment for inflation trends, and midcourse changes in the design of the 
project, as well as the long time lag between preparation of the initial estimates and provision of 
funding. The bottom-up compilation of spending estimates by sector agencies also contributes 
to outlays that are far in excess of available resources. Inevitably, central agencies then engage 
not so much in a review of the merits of competing projects offered by sector agencies as in 
adjustments of their spending estimates at the fringes. This permits the projects to enter into the 
budget or to continue, contributing to a steady growth in expenditures. Consequently, the 
available public resources are thinly spread to finance the many projects included in the budget, 
leading to suboptimal financial allocations and non-realization of the targeted outputs and 
outcomes.  
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5. While ADB is already working in Kazakhstan’s transport sector, its proposed 
engagement in the energy sector under the CPS is new. Therefore, a risk exists that 
implementing agencies in the sector may be unfamiliar with ADB financing procedures and 
financial management guidelines. In urban services, the fragmented activities of the various 
responsible agencies are a risk, making it difficult to consolidate efforts and plan and allocate 
financial resources on a sector-wide basis. The capacity of the municipalities for planning and 
financial management is also limited.   
  
6. The public procurement system encompasses the process by which government 
ministries or agencies purchase goods and services. In Kazakhstan, the public procurement 
system is subject to national tender and procurement regulations. At both national and sector 
levels, the public procurement system risks associated with ADB operations are (i) weak 
competition in the tendering process, which can compromise the quality of the selected 
contractors; (ii) the need for greater transparency in the procurement process to control rent-
seeking and corruption; and (iii) the issue of local content, which could conflict with ADB 
procurement guidelines.2  
  
7. At the sector levels, there is a need to enhance efficiency and reduce delays in the 
procurement process. There is also a need to consolidate the existing procurement decrees and 
regulations for greater clarity and consistency. An emerging issue is price dumping, where 
bidders tender at prices much lower than the design estimates. This has implications on the 
quality of projects if price weighs more in bid evaluation. Building staff capacity at the sector 
level and improving procedures will lead to timely, efficient, and transparent procurement. 
 
8. Kazakhstan has anticorruption measures at the national and sector levels in place and 
efforts are being undertaken to strengthen them. These include the enactment of relevant laws, 
rules, and regulations; and putting in place new systems and replacing or prosecuting officials 
implicated in mishandling state funds. In this respect, Kazakhstan is leading reforms among 
Central Asian countries to address corruption, including adopting a state program for 2006-2010 
to reduce the level of corruption in society by increasing efficiency and improving coordination of 
state bodies and civil society. Development partners are collaborating with the government to 
strengthen governance, especially with regard to promoting predictability, accountability, and 
transparency.  
 
9. ADB will work with the government and other development partners to address the 
pressing public financial management, public procurement system, and anticorruption practice 
issues. The consolidated risks at the national and sector levels in these areas and proposed 
mitigating measures are summarized in the risk assessment mitigation plan (Table). The plan 
proposes the following areas of support to improve governance outcomes and mitigate the 
associated key risks: (i) enhance policy dialogue at central and sector levels to deepen reforms 
and improve the identified shortcomings; (ii) develop the capacity of sector agencies to 
strengthen public financial management, the public procurement system, and anticorruption 
practice systems; and (iii) improve supervision of the tender and procurement processes to 
enhance transparency. 
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Table: Summary Risk Assessment Mitigation Plan 

Identified Major Risks Proposed ADB Mitigation Actions 

1.    Public Financial Management 

1.1 Disconnect between sector planning and budgeting 
functions and priorities, leading to planned 
expenditures in excess of available resources.  
 
 
 
 
 
 
 

1.2. Significant cost escalations caused by poor quality 
initial budget estimates, lack of inflation-adjustments, 
and midcourse changes to project design.  
 

1.3 Cumbersome procedures for external loan approval 
and ratification causing long delays in ADB’s loan 
processing. 

 
1.4 Weak project accounting capacity weakens financial 

management and accountability. 

Regular high-level joint dialogue with senior officials of sector 
ministries and Ministry of Finance to improve coordination, 
planning, and budgeting on ADB-assisted projects including 
through the country programming and portfolio review missions. 
Support for institutional improvements through technical 
assistance on knowledge and experience sharing. Regular 
supervision of projects and developing early-warning systems to 
identify and address any gaps in counterpart financing. 

 
Support preparation of realistic budget estimates and minimize 
changes to project designs. Reduce the time between 
preparation of cost estimates and provision of funding. 
 
Collaborate closely with government and development partners 
to work toward streamlining government loan approval and 
ratification processes. 

 
Build capacity and train implementing agencies on project 
accounting. Work with other partners to promote best-practice 
accounting and auditing procedures in sector agencies. 

 

2. Public Procurement  

 
2.1 Inadequate competition in the tendering process 

limits competition and compromises quality of 
selected contractors. 

 
 
2.2 Limited transparency in the procurement process 

poses the risk of rent-seeking and corruption. 
 
 
 
 
2.3 Local content or domestic preference could conflict 

with ADB’s procurement policies.  
 
 

 
2.4 Inconsistent use of existing procurement decrees 

and regulations resulting in limited clarity and 
consistency.  

 
Ensure dissemination of procurement-related information for 
ADB projects to all prospective bidders. Ensure that tendering on 
ADB projects results in shortlisting of genuine bidders. 

 
 

Coordinate with implementing agencies to ensure wider 
availability of procurement information. Define standard 
requirements clearly to avoid discretionary requirements adopted 
to facilitate one supplier. Increase the transparency on 
dissemination of final procurement decisions. 

 
Enhance dialogue with the Ministry of Finance and sector 
ministries and agencies to reach operational understanding that 
the provisions of the law on local content do not conflict with 
ADB’s procurement rules and guidelines  

 
Promote greater consistency between existing procurement 
decrees and regulations through policy dialogue and 
consultations with government agencies together with other 
development partners.  

3.    Anticorruption Measures 

 
3.1  Low level of public confidence on state 

anticorruption measures, including prosecution of 
corrupt officials.  

 
3.2  Weak controls and auditing capacities as well as low 

procurement transparency at the sector level 
provide opportunities for rent-seeking.   

 

 
Support government’s awareness campaigns to inform the public 
on anticorruption measures and their enforcement.  
 
Work with other stakeholders to support capacity building in 
sector agencies on strengthening financial and audit controls. 
Support government efforts to promote greater procurement 
integrity and transparency.  

ADB = Asian Development Bank. 
Source: Asian Development Bank. 2012. National and Sector Level Risk Assessment and Risk Management Plans 
for Kazakhstan in relation to Public Financial Management, Public Procurement and Anti-Corruption. Unpublished.  




