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Description. Following the successful implementation of the first Infrastructure Sustainability Support Program 
(ISSP) from 2014 to 2015, ADB approved the policy-based loan 4622-ARM Infrastructure Sustainability Support 
Program (Phase 2) [ISSP2] in October 2016 to help further improve infrastructure operations and sustainability in 
Armenia through reforms in the road, water, and power sectors. The program was to be achieved through 
introducing program budgeting, improved regulation, increased funding and other allocations for maintenance, 
improved contracting and maintenance practices and institutions for infrastructure service delivery, and increased 
power sector revenue generation. Furthermore, it was expected that greater financial sustainability of power and 
water utilities would reduce fiscal stress and contingent liabilities for the government. 
 
The program was supported by a policy and advisory technical assistance (TA) with the objective of supporting the 
government in an effective and timely implementation of the tranche 2 policy actions of the ISSP2 intervention.1   
 
Expected Impact, Outcome, and Outputs. The expected impact was improved service delivery in the road, water 
supply and power sectors. The expected outcome was improved management and sustainability of road, water 
supply, and power sectors. The expected outputs included: (i) improved public financial management and utility 
regulation; (ii) increased financing and improved operations in the road sector; (iii) increased financing and improved 
operations in the water sector; and (iv) increased level of power sector competitiveness and revenue generation. 
 
Delivery of Inputs and Conduct of Activities. The TA was approved on 10 November 2016, became effective on 1 
December 2016 and was completed on 31 December 2017. A total of 3 international consultants (9 person-months) 
and 9 national consultants (41 person-months) were engaged for the TA. The consultants were recruited in 
accordance with ADB’s Guidelines on the Use of Consultants. The government provided in-kind support in the form 
of counterpart staff time, domestic transportation, provision of office space, communication facilities for consultants, 
and other in-kind contributions. 
 
A minor change in the implementation arrangements of the TA was made on 15 February 2017 in order to 
accommodate the government’s request to engage a public management advisor for a longer and more sustained 
engagement period. It was decided to hire a local consultant instead of an international expert as it was felt that a 
national consultant could be found to undertake the assignment. On 23 March 2017, another minor change in the 
implementation arrangements of the TA was approved to provide the government with a specialist to analyze 
contracts in the power sector and develop a methodology for valuing the resulting contingent liabilities.  
 
The performance of the consultants recruited was satisfactory as they delivered their outputs on time and in a 
professional manner which was relevant to the objectives of their assignments. Apart from assisting with the policy 
actions, the consultants also supported Public Services Regulatory Commission (PSRC) in developing a 
methodology for calculating tariff of ancillary services in the energy sector. 
 
The Ministry of Finance (MOF) was the executing agency and MOF, Ministry of Energy, Industry and Natural 
Resources (MOEINR); the Ministry of Transport, Communication and Information Technologies (MOTCIT); the State 
Committee for Water Economy (SCWE) and PSRC were the implementing agencies. Executing and implementing 
agencies performed satisfactorily, having provided counterpart support and working collaboratively with the 
consultants to complete the policy reforms. 
 
The performance of ADB was satisfactory. ADB fielded 2 missions during the implementation of the program and the 
allied TA. Discussions were held with the EA and IAs during each mission and ADB’s response to the EA’s/IA’s 
requests to include additional consultants and amend the terms of reference of the consultants as required by the 
exigencies of the work was conducted in a timely manner. No equipment was purchased under the TA. 
 
Evaluation of Outputs and Achievement of Outcome. The TA provided support for the government’s efforts to 
implement  program  budgeting.  Support was provided to MOF,  which is leading the effort,  but also to the three key 

                                                      
1 There were 18 policy actions to be met under tranche 2 of the program. 



 
 

infrastructure line agencies, namely, MOEINR, MOTCIT, and SCWE. The strengthening of public financial 
management and thereby improving the efficiency and effectiveness of expenditures is particularly important in 
infrastructure departments, given their high levels of expenditure, and the importance to economic growth of the 
infrastructure they provide. International and national specialists hired under the TA have worked with the 
government to ensure incorporation of international good practices that were tailored to suit local conditions. In the 
case of particularly significant reforms—such as implementing program budgeting and power sector reforms—the 
consultants collaborated with specialists from Deutsche Gesellschaft für Internationale Zusammenarbeit, the United 
States Agency for International Development, and the World Bank. The close cooperation between development 
partners supported the passage by the government of a more comprehensive reform package and building of 
government capacity to contribute to sustainable outcomes. 
 
The experts assisted the government in meeting the following policy actions under ISSP2 tranche 2: 
 
(i) Preparation of several guidelines by MOF that provided detailed instructions in terms of defining programs, 

budget structures, updating sectoral strategies and costing guidelines (policy action 1); 
(ii) Preparation of guidelines and helping MOTCIT and SCWE to conduct performance audits for road and water 

projects (policy action 1); 
(iii) Reviewing public sector regulatory commission’s organizational structure and determining the skills and 

experience required to meet its objectives (policy action 2); 
(iv) A review of MOTCIT’s Armenian Roads Directorate’s operations was undertaken, and a new structure proposed 

and approved (policy action 9); 
(v) Development of guidelines by SCWE for the operations of a new investment planning and asset management 

department (policy action 11); 
(vi) Preparation of a gap analysis report in the technical design codes in water infrastructure projects (policy action 

11); and 
(vii) Conduct of contingent liabilities study for water and energy sectors (policy action 18). 
 
The TA also funded a 10 days financial analysis training program—delivered by the American University of 
Armenia—to teach MOF staff how to use financial information and ratio analysis to make well-informed financial 
decisions. A total of 4 groups of 20 government officials each were trained over a period from February to June 2017 
in the analysis of financial reports and statements and the operating results of business organizations. In addition, 
the TA funded an 11 days advance finance course delivered to 2 groups of 20 MOF officials each. This practical 
oriented course prepared the participants to work on financial models and tackled effective communications and 
effective management of projects in the finance industry. 
 

Overall Assessment and Rating. The TA was successful. The consultant’s recruitment was done very efficiently as 
evidenced by the fact that the first consultants were fielded only 2 months after TA signing. All consultants were hired 
on individual basis which created more work for ADB but had the advantage of selecting the most suitable 
candidates rather than using individuals that were offered by a firm. The individual consultants worked well together 
and regularly reported to ADB on the progress of each of the TA activities, thereby facilitating ADB’s management of 
the program. The TA was efficiently implemented as evidenced by the fact that the TA budget allocation was fully 
utilized without any cost overruns, changes in the TA implementation arrangements were swiftly carried out, the TA 
was completed in a timely manner and contributed in a meaningful way to the sustainability of the ADB program.  
The consultants formed good relationships with the relevant government agencies, which was critical for the 
successful implementation of reforms under tranche 2 of the ISSP (Phase 2) intervention. 
 
Major Lessons. The TA provided the opportunity to engage with government counterparts in the road, water, and 
power sectors to ensure the successful and timely implementation of all 18 policy actions under the second tranche 
of the ADB program. The multidisciplinary team of consultants engaged by ADB built strong institutional and 
individual capacity with the relevant government agencies to ensure that the policy actions are entrenched after 
program completion. One lesson is that continuous engagement with the government through a TA helps both ADB 
and the government to assist in the implementation of the policy actions of the ISSP2 intervention and will be 
beneficial for the design and implementation of subsequent programs. Another lesson is that the TA helps to bring 
all government officers together to share issues and reach decisions collectively.  
 

 

Recommendations and Follow-Up Actions. Ideally, the government should allocate an annual budget to support 
ongoing trainings for staff in the various implementing agencies. Priority areas should include (i) strategic 
prioritization of projects and resources; (ii) project management (such as monitoring, budgeting, gap analysis, action 
plans); (iii) technical and financial skills; and (iv) compliance with government requirements, such as public service, 
procurement processes, and works supervision.  
 

Prepared by:   Peter Marro   Designation and Division:  Principal Financial Sector Specialist 


