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Ongoing projects
- North-East Development Project

- Rural Development Project for the North-\West
Closed operations

- Farm Privatization Project

m Rural Development Pregramme for Mountainous and Highland Areas
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COSOP consultation process

The process of development of the COSOP dated 15 April 2010 entailed the following
actions.

 Mid April 2009: Conducting a short scoping mission to the country, to initiate
interactions with the Government regarding the need for a revised COSOP as well
as links with key stakeholders. During that mission, the CPM took part in the UN
retreat dedicated to the formulation of the new UNDAF. In addition, the CPM
compiled and reviewed existing national agricultural and rural development plans
and policies, national poverty reduction strategies, rural sector reviews, and other
relevant government and donor reports and studies;

« May/June 2009: Establishment of the CPMT: The in-house component was
established in early May. As for the in-country component, the Deputy Prime
Minister of Azerbaijan issued an official order following a short IFAD scoping
mission asking the following governmental institutions to nominate
representatives to be part of the CPMT: Ministry of Agriculture, Ministry of
Finance, Ministry of Economic Development, Ministry of Ecology and National
Resources, the Central Bank as well the Azerbaijan Amelioration and Water Farm
open stock company (former SAIC). In addition, representatives from major
donors, including UNDP, World Bank, IsDB, EU, and USAID were invited to join
the CPMT. Representatives from civil society including the NGO Madad, as well as
the National Farmers Association, the National Federation of Water Users
Associations, and the Azerbaijan Microfinance Association were also invited to join
the in-country CPMT;

« July 2009: A consultant was hired to prepare a gender-sensitive baseline poverty
analysis, the main preparatory study whose findings were fed into the main
COSOP report. A detailed poverty assessment study was carried out. This report,
termed “Poverty Analyses in Support of the COSOP”, is attached to the COSOP as
Appendix IV. It was commissioned by IFAD, in consultation with the Government
of Azerbaijan, in order to gain insights into the rapidly changing rural economy
and associated rural poverty conditions. The report was prepared by Marina
Blagovich, a Sociologist, in close coordination with key stakeholders in Azerbaijan;

+ September/October 2009: Main COSOP design mission: The actual preparation
of the COSOP was undertaken with the assistance of Mr. Andrew Macpherson, a
senior consultant recruited by IFAD. He was assisted by the CPM, and by an
officer from IFAD PT, supported by an environmental management consultant, Mr.
Ivo Morawski, who has prepared a Strategic Environmental Assessment (SEA) to
complement the COSOP. The SEA is meant to identify and propose an approach to
tackle relevant environmental issues. Chief among them is the soil degradation
due to poor on-farm drainage infrastructure and practices. The process of
formulating the COSOP included field work for about 20 days, during which many
stakeholders and representatives of stakeholder groups were consulted. This
consultation culminated in the draft proposals being discussed by the CPMT and
other stakeholders during a workshop held in Baku on the 9 of October. The
draft proposals were endorsed by the workshop;

+ October/November 2009: First draft COSOP presented to CPMT for comments
and fine-tuning. Peer review by both internal and external reviewers;

« December/January 2009: Finalization of the COSOP document incorporating
comments from peer reviewers; and

+ February 2010: conducting of a validation mission and a wrap-up workshop.
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Country economic background

Sl

Land area (km? thousand) 2000’1 87| GNI per capita (USD) 2007/1 3,829
Total population (million) 2007/2 8.6| GNP per capita growth (annual %) 33
20061/
Population density (people per km?) 2007 99| Inflation, consumer prices (annual 20.8
%) 2008 3/
Local currency | Azerbaijani Manat (AZM)| Exchange rate: USD 1 = | 0.80
Social Indicators Economic Indicators
Population (average annual population growth rate)/1 0.9| GDP (USD million) 2007 2/ 31 200
Average annual rate of growth of GDP 2/
Crude birth rate (per thousand people) 2005-10 1/ 22| 1990-99 -9.6
Crude death rate (per thousand people) 2008 1/ 8| 2006-07 1/ 30.4
Infant mortality rate (per thousand live births) 2008 73
1/
Life expectancy at birth (years) 2007 2/ 70| Sectoral distribution of GDP 2007 1/
% agriculture 7.4
Number of rural poor (million) (approximate) 1/ 1.35| % industry 70.1
Poor as % of total rural population 2/ n.a. % manufacturing 5.6
Total labour force (million) 2007 1/ 4.3| % services 22.5
Female labour force as % of total 2007 1/ 47.7
Consumption 2007 1/
Education General government final consumption 8.0
expenditure (as
School enrolment, primary (% gross) 2007 1/ 96.2| % of GDP)
Adult illiteracy rate (% age 15 and above) 2007 1/ 99.5| Household final consumption 31.1
expenditure, etc. (as % of
GDP)
Nutrition Gross domestic savings (as % of GDP) 60.9
Daily calorie supply per capita, n.a.
Malnutrition prevalence, height for age (% of children n.a.| Balance of Payments (USD million)
Under 5) Merchandise exports 2007 1/ 6 372
Malnutrition prevalence, weight for age (% of n.a.| Merchandise imports 2007 1/ 5268
children)
Under 5) 2000 1/ Balance of merchandise trade 1104
Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2000-06 1/ 1.0/ before official transfers 2007 1/ n.a.
Physicians (per thousand people) 2007 1/ 3.63 after official transfers 2007 1/ +3 707
Population without access to safe water (%) 1990-98 n.a.| Foreign direct investment, net 2007 1/ -1 289
3/
Population without access to health services (%) n.a
1981-93 3/ Government Finance
Population without access to sanitation (%) 1990-98 n.a.| Overall budget deficit (including grants) -0.04
3/ (as % of GDP)
2008 3/
Agriculture and Food Total expenditure (% of GDP) 2007 1/ 8
Food imports (% of merchandise imports) 2007 1/ 10.4| Total external debt (USD million) 2007 1 899
1/
Fertilizer consumption (hundreds of grams per ha of 174 | Present value of debt (as % of GNI) 11.9
2007 1/
Arable land) 2006 1/ Total debt service (% of exports of goods 1.6
and services)
Food production index (1989-91=100) 2007 1/ 140.5| 2007 1/
Cereal yield (kg per ha) 2007 1/ 2599
Lending interest rate (%) 2007 1/ 17.9
Land Use Deposit interest rate (%) 2000 1/ 10.6
Arable land as % of land area 2006 1/ 22.3
Forest area (km? thousand) 2006 1/ 9360
Forest area as % of total land area 2006 1/ 11.3
Irrigated land as % of cropland 2006 1/ 69.3

1/ World Bank World Development Indicators
2/ UNDP Human Development Reports
3/ Economist Intelligence Unit




COSOP results management framework

Country strategy Key Results for COSOP COSOP
alignment Institutional/Policy
objectives

State Programme on
Poverty Reduction and
Sustainable
Development (SPPRSD)

COSOP outcome
indicators related
to the strategic objectives

COSOP milestone
indicators showing
progress towards
strategic objective

Policy/institutional
objectives (policy
dialogue agenda)

Goals: Attain MDGs by
2015

Objective: Increasing
income-generating
opportunities and pulling
substantial numbers of
citizens out of poverty

Strategies in
Agricultural and Rural
Development

a Improving the
environmental situation
and ensuring sustainable
natural resources
management

b. Making more effective use
of households’ production
capacities

c. Increasing rural income-
generating opportunities

d. Encouraging agribusiness
in a major role for food
supply improvement

SO 1

Enhanced Natural
Resources
Management for
Improved Food
Security: Under
this objective, the
IFAD programme
will endeavour to
improve the
access of the rural
poor to assets and
services for
sustainable
management of
natural resources,
including
improved

* Food security of 100,000
rural households
improved

« Irrigation efficiency
increased to 80 % from
the current baseline of
40 % in the projects’
area

» Perceived food insecurity
of rural households
reduced from current
36%

« The poverty rate for
rural population reduced
from 15.7%

e Irrigation systems
sustainably rehabilitated
on 40,000 ha per FY

* 10% increase in irrigation
efficiency by FY

« 1,000 ha of forest and
perennial pastures
established by FY

« 10 WUAs established by
FY

« 5,000 ha of saline land
rehabilitated by FY

« 1,000 of farmers
participating in sustainable
NRM systems by FY, 40 %
women

« 5% increase in the
volumes of farm produce
by FY

»  Reduction of Food

« Capacity of local
government to
plan and
supervise NRM
enhanced

» Capacity of SAIC
to provide
support to WUAs
enhanced

« Capacity of WUAs
to provide
support for
members
improved

+ M&E system
implemented to
support
harmonization
and alignment

e Private and NGO
service providers

i gliiaium
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Reducing local market
dependence on food
imports

irrigation water
delivery services
and rangelands
management

expenditures as part of
overall households’ budget
from current level of
almost 60%

roles enhanced

SO 2

1. TheAccess of
therural poor to
profitable
markets and
value chainsis
improved

Monthly Income from
Agriculture, hunting and
forestry increased from
current AZN 86.8
Income from agriculture
for rural population
increased from 31.7% of
total income

Increased income from
non-farm rural
enterprises

Proportion of rural
people with monthly
income less than AZN 80
reduced from current
25.7%

Gross Value of National
Income from Agriculture
Increased

Average increase of 5 %
in the values of farm
produce by FY

Number and cost of non-
farm value-adding rural
enterprises established by
FY

Average value of farm
income generated by FY,
gender

2,000 rural jobs generated
by value chain
investments by FY, 40 %
for women

Number and value of rural
loans extended by FY,
40% for women
entrepreneurs

Restrictions and
barriers to trade
reduced

Culture of
corruption in
business and
official
administration
reduced

M&E system
implemented to
support
harmonization
and alignment
Private and NGO
service providers
roles enhanced

i gliiaium
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Project pipeline (with quantified targets) during the
COSOP period*

Project 1. Azerbaijan Integrated Rural Development Project

1. Possible geographic area of intervention and target groups. The proposed
geographic area of the first new project would be the districts of Aghdash, Yevlakh,
Oghuz and Shaki. The target group within this area would be smallholder farmers,
livestock owners and rural households dependent on employment within the
agriculture sector. The targeting approach would be consistent with that of the
COSOP, emphasizing specific budget allocations and eligibility criteria that would
ensure that programme funds are directed towards pro-poor activities, as well as
specifying some financial support for the poorest rural sub-groups. Targeting would
include special procedures to ensure that the needs and priorities of more vulnerable
groups such as Female-headed households and unemployed youth are considered
and catered for.

2. Justification and rationale. The project would provide support for enhanced
agricultural productivity, and thus enhanced incomes and food security, in areas in
which the production base has been degraded through misuse and lack of
investment. This includes both mountainous/highland areas and adjacent lowlands. A
catchment approach would be adopted to ensure sustainable natural resources
management systems are introduced and adopted. IFAD has successfully applied
interventions in similar locations with similar physical and economic problems in the
past, and is continuing this process through on-going projects.

3. Project’s overall Goal and Objectives: The overall goal of the IRDP is to reduce
rural poverty in Agdash, Yevlakh, Sheki and Oghuz through increased food security
and enhanced income-raising opportunities. The objectives of the Project are:

o to assist small farmers to learn how to utilize their resources effectively and
efficiently to achieve better productivity and environmental sustainability from
both irrigated and rainfed crop production and livestock keeping through
delivery of effective advisory and financial services;

o to achieve effective and sustainable use of both water and existing irrigation
infrastructure through rehabilitation of the structures along with participatory
irrigation management support and advisory service;

o to develop viable value chains for agricultural produce;

o to enhance the capacity of local government to plan and supervise natural
resource management, and

o to improve living standards in poor villages by providing and rehabilitating
critical social and economic infrastructure

4. These objectives are consistent with the Strategic Objectives of "Enhanced Natural
Resources Management for Improved Food Security” and “Adoption of Pro-Poor
Market Linkages Development through the Value Chain Approach” in the COSOP
Results Management Framework. The COSOP policy objectives which will be
achieved by the proposed project would include the enhancement of the capacity of
local government to plan and supervise NRM, the improvement of the capacity of
SAIC to provide support to WUAs, a greater role for Private and NGO service
providers, and an M&E system implemented to support harmonization and
alignment.
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Ownership, Harmonization and Alignment. The project targets are aligned with
targets in the SPPRSD, specifically those of:

a. Increasing income-generating opportunities and achieving a substantial
reduction in the poorest sections of the population; and,

b. Improving the environmental situation and ensuring sustainable
management of the environment.

The project is harmonized with the activities of other donors, particularly within the
UN system through the UNDAF. Furthermore, it is proposed that a partnership with
the Islamic Development Bank (IDB) would be developed for co-financing of this
project.

Components and activities. The IRDP would comprise four components: 1. Rural
Infrastructure Development and Support to WUAs; 2. Agricultural Productivity and
Profitability Enhancement; 3. Rural Financial Services; and 4. Project Management.
The components, sub-components and key activities of the Project are detailed
below. Modalities of cooperation and support by other projects implemented by the
various international donor agencies and the government will be further examined
and detailed as necessary during the project design

0 Component 1, Rural Infrastructure Development and Support to Water
User Associations (WUAs): The component will comprise of three Sub-
components, namely: i) Support and Development of WUAs and ii) Irrigation
Rehabilitation Works and iii) Social Infrastructure Improvement.

Sub-component 1.1, Support and Development of WUAs - About 20 WUAs
in the lowland districts of Yevlakh and Agdash would be supported by the Project
though financing of the investments in basic and identifiably necessary
infrastructure, including refurbishment of offices, provision of equipment and
machinery for on-farm O&M, and temporary financial support for the cadres of the
WUAs, for the effective and efficient delivery of their mandated responsibilities to
their members.

Subcomponent 1.2, Irrigation Rehabilitation Works: The Project would
support the rehabilitation and repair of the on-farm irrigation systems that include
secondary, tertiary and on-farm water delivery systems and networks, and
drainage, in Yevlakh and Agdash through financing the planning, design and
implementation of works necessary to be carried out on about 60,000 ha of
command area for about 20 WUAs estimated to be active after re-alignment or
agglomeration as per Sub-component 1.1.above. . The total of the command
areas of the WUAs in Yevlakh and Agdash is about 72,000 ha. It is initially
estimated that about 80% of the system would require rehabilitation. The systems
will be improved to deliver and drain sufficient quantities of water so as to allow
farmers to produce without hindrance, effectively and efficiently

Sub-Component 1.3, Social Infrastructure Improvement: It has been
ascertained that in all Project districts there are villages that suffer from total lack
of clean drinking water. Infrastructure Indexes'? developed by the Government
that are available for Yevlakh and Agdash indicate that in both, there are villages
where drinking water is a severe problem and many villages are dependent on the
earth irrigation canals.

12 These comprise the sum of weighted indexes for: (i) availability of health services (3 sub-indices); (ii)
level of education (3 sub-indices); (iii) quality of roads; (iv) villages with drinking water; (v) availability of
electricity; and (vi) status of irrigation.
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0 Component 2, Agricultural Productivity and Profitability Enhancement:
The Component provide support to smallholders - comprising rural poor men
and women - to increase their assets and incomes through enhancing
agricultural productivity and profitability and resultant food security while
taking into consideration sustainable natural resource management. This
would be achieve through delivering comprehensive and complementary
‘hardware’ and ‘software’ packages directed to improving grain and
horticultural production, animal husbandry, post-harvest handling, agricultural
marketing, supporting community interest groups and mobilizing women’s
earning potential. While developing the means to achieve the envisaged
behavioral changes and expected increases in levels of income, the Project will
also support the identification and analysis of the value chains that are
developed as a consequence. Field observations and statistical data indicate
that in the Project area, the first link in the value chain, the crop and related
practices, requires urgent attention.

0 Component 3, Rural Financial Services for Enterprise Promotion: The
Component would comprise three Sub-Components, namely: i) Small Credits
Programme for Non-Bank Financial Institutions (NBFIs); ii) Medium and Long
Term Credits through Commercial Banks; and, iii) Small Matching-Grants
Programme. The Component would be co- financed as follows:

*+ Sub-Component 3.1, Small Credits Programme for Non-Bank Financial
Institutions (NBFIs); by the Islamic Bank for Development (IsDB);

+ Sub-Component 3.2, Medium and Long Term Credits through
Commercial Banks, and,

* Sub-Component 3.3, Small Matching-Grants Programme, by IFAD.

The credit and grant support provided would made available exclusively to resident
borrowers in the Project area.

10.

0 Component 4, Project Coordination and Management: The Project
management would be undertaken by the existing IFAD Project Management
Unit (IPMU) in Baku, where the existing cadre would be strengthened as
necessary. .

Costs and financing. Total project costs excluding contingencies is estimated at
this stage at around USD 93 million. Components 1,2,3 and 4 are anticipated as
costing USD 46 million, USD 10 million, USD 32 million, and USD 5 million,
respectively. The total IFAD commitment for this project in the form of a loan is
estimated at USD 20 million. ISDB has provided an initial indication that it can
provide an estimated USD 55 million under its own financial modalities (istisna) with
the possibility of further commitments as needed.

Organization and management. The lead agency is proposed to be the MoA, with
project management provided by the consolidated PMU which operates under the
State Agency for Agricultural Credit (SAAC).

Monitoring and Evaluation indicators. Some of the relevant quantified targets in
the COSOP Result Management Framework would be:

a. Number and area of catchments with improved NRM systems by FY;
b. Number and area of irrigation systems rehabilitated by FY;

c. Area of forest and perennial pastures established by FY;

Number of WUAs established by FY;

o
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Number of farmers participating in sustainable NRM systems by FY,
gender;

Increased volumes of farm produce by FY;
Increased values of farm produce by FY;

Number and cost of non-farm value-adding rural enterprises established by
FY;

Average value of farm income generated by FY, gender; and

Number and value of rural jobs generated by value chain investments by
FY, gender

11. The proposed project will contribute to achieving these targets through the combined
effects of the activities and interventions shown in (e) above. The baseline
information would be collected through a baseline survey at project commencement,
as well as through the business and investment plans for the individual enterprises
and infrastructure investments supported. The latter would be is to be in a
standardized format, and would be supplemented by routine reporting and case

studies.

12. Risks. The main risks that are apparent are those articulated within the COSOP.
These are:

a.
b.

C.

That there will be resistance to introduction of new techniques of NRM;
That the skills to apply new NRM procedures will not be available locally;

That it may be difficult to achieve a whole catchment approach to NRM
with respect to water resources management; and

There may be a tendency to ignore financial and economic analysis,
concentrating instead on physical production outcomes.

13. Timing. The Government is keen that the proposed investment be commenced as
soon as practicable. This means that the main project design would commence
immediately after the approval of the COSOP in April 2010.

Project 2. Azerbaijan Integrated Rural Development Project I1

14. At this stage, it is proposed that a replication of Project 1 would be designed and
implemented in adjacent districts (Ujar, Goychay, Gabala, and Ismailly). It is
expected that project design for this could commence in 2013.



Key file 1: Rural poverty and agricultural/rural sector issues

Priority areas

Affected group

Major issues

Actions needed

Relatively high
levels of poverty in
rural areas with
15.7% of the
population

The most
disadvantaged rural
households with
small, degraded
landholdings (about
0.5 ha per capita
giving holding sizes
of 2-2.5 ha per
household).

Low returns to crops and livestock due to:

Degradation of irrigated and rainfed land
through salinity and erosion respectively.
Lack of access for farmers to reliable
markets.

A lack of working and investment capital
among farmers and service enterprises.

An absence of technical support for farmers.

Rehabilitate salinity affected irrigation land and eroded/degraded
rainfed land.

Re-capitalize the irrigated agriculture sector at all necessary levels.
Develop value chains for potentially profitable rural commodities.
Develop rural financial services for farmers and rural SMEs.
Support technology transfer to farmers

Degradation of
irrigated and
rainfed land
through salinity
and erosion
respectively

Farmers and
livestock owners,
and public users of
degraded water and
land resources

This is due to:

The failure to maintain the irrigation and
drainage infrastructure;

Farmers and livestock owners appreciation
of sound NRM procedures by farmers and
public officials;

Lack of a catchment approach to land
degradation issues;

Unsustainable irrigation practises,
particularly concerning soil salinity
management;

Unsustainable rainfed agricultural practises
leading to soil erosion and degradations;
Low profitability of agricultural production.

The following actions are needed for rehabilitation:

Reconstruct, repair and modify the on-farm irrigation and drainage
systems, including the secondary supply canals where needed;
Provide farmers and relevant officials with support to appreciate and
apply sound NRM principles;

Application of a catchment approach to land degradation
rehabilitation and sustainable NRM;

Provide technical assistance and applied research/demonstrations for
improved/modernised soil salinity management;

Provide technical assistance and applied research/demonstrations for
improved/modernised rainfed farming and pastoralism;

Use financial management tools to enable more profitable
agriculture.

Lack of access for
farmers to reliable
markets.

Farmers and
livestock owners

This is due to:

A lack of commercially viable value chains
for the main commodities;

Failure to use financial tools to determine
appropriate production strategies;

Lack of market infrastructure and
processing and storage facilities;

Poor appreciation of the role of private
sector entities in agricultural sector
marketing;

Use of a production rather than value chain
oriented approach to rural development.

The following action would need to be applied:

Application of a value chain approach to market development;
Investment in appropriate public and private facilities to enable
produce marketing;

Training for farmers and potential rural entrepreneurs on the need to
use financial tools;

Policy engagement with the Government to promote the use of the
private sector in agricultural marketing;

Application of innovative marketing arrangements such as contract
farming, forward selling and sustainable market information systems
through the use of available electronic media and mobile telephony.
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Key file 1: Rural poverty and agricultural/rural sector issues - continued

Priority areas

Affected group

Major issues

Actions needed

A lack of working and
investment capital
among farmers and
service enterprises

Farmers and rural
entrepreneurs

Lack of access by farmers and rural
entrepreneurs to bank financing.
Non-banking credit institutions providing
loans to farmers and micro-entrepreneurs
are not sustainable due to lack of deposit-
taking facilities.

Very high real interest rates which restrict
borrowing to short-term products.

Provide a mechanism to enable Financial Institutions to
channel investment loans to farmers and other micro-
entrepreneurs (e.g. for collection, storage, marketing
processing, input supply and machinery and veterinary
services); and,

Provide a mechanism to channel working capital loans to
farmers and other micro-entrepreneurs (e.g. for collection,
storage, marketing processing, input supply and machinery
and veterinary services).

An absence of
technical support for
farmers.

Farmers, farmers
groups

Farmers will need technical and business
development information to modernize their
production and marketing practices and
make re-capitalization of their enterprise
fully effective.

Although MOA has established nine Regional
Agro-Scientific Centres to provide farmer
extension services, they lack the resources
to undertake any programmes without
donor assistance.

Recruit service providers to provide on-farm demonstrations,
extension services, farmer training, and provision of
marketing information to the farming community.

Support the establishment of groups of people with similar
interests (e.g. producer associations, marketing associations,
coops and companies etc) where appropriate.
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Key file 2: Organizations matrix (strengths, weaknesses, opportunities and threats [SWOT] analysis)

Organization

Strengths

Weaknesses

Opportunities/Threats

Remarks

Enablers

State Agency for

Agricultural Credit (SAAC)

Mandate as government
agency to support private
sector agricultural
development;

Familiar with IFI financed
projects and managing WB and
IFAD projects;

Experience of market oriented
approaches;

High quality staff;

Leading agency with
experience in establishing and
supporting Water Users
Associations.

Operations are centralized;
Staff organized in Project
Units.

Staff can handle loan
disbursement and procurement
procedures;

Becoming familiar with the
benefits of decentralized and
participatory approaches under
the IFAD financed Rural
development Projects; and
Opportunity to build on the
experience gained from
establishing and supporting
Water Users Associations.

Proposed agency for
programme
coordination under the
COSOP.

State Amelioration and

Irrigation Committee (SAIC)

Experience in managing large-
scale irrigation structures and
networks;

Staff with high levels of
irrigation engineering expertise
and wide experience;

Familiar with IFI financed
projects and managing WB and
IsDB projects; and
Responsible for managing
irrigation and drainage
systems, including establishing
national policy and legislation,
planning improvements,
establishing technical
standards and regulations,
data collection and monitoring
irrigated areas.

Opposed to modern
decentralized management
irrigation systems that will
reduce its control of the
irrigation system;

Responsible for a system that
is deteriorating and unable to
deliver the volume of water
required;

Lacks modern technology;
Unable to finance required
O&M of the systems due to the
inadequate income from
irrigation service fees and state
budget allocation; and

Very little experience with
supporting the development of
Water Users Associations.

World Bank will provide
support for the development of
Water Users Associations
nationally;

IFAD continues to provide
support through irrigation
rehabilitation initiatives;
Opportunity to improve the
amount of water delivered
through judicious investments
both on and off-farm; and
Ability to generate sufficient
income to finance O&M
requires increased irrigation
service fees based on the use
of water.

Conflict with SAAC and
with aspects of WUA
development;

Action needed to avoid
WUA support activities
overlapping with those
of ASDAPS;

Needs technological
updating; and

WUA training materials
should be shared with
ASDAPS.
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Key file 2: Organizations matrix (strengths, weaknesses, opportunities and threats [SWOT] analysis) -

continued

Organization

Strengths

Weaknesses

Opportunities/Threats

Remarks

Service Providers

Ministry of Agriculture

Knowledge of the rural
situation and technical
potential of the different
agricultural zones;
Technically skilled personnel
[agronomists, livestock
experts etc.].

Centralized and bureaucratic
approach;

Poor managerial capacity;
Lack of understanding and/or
sympathy with the market
economy with individual
farmers as independent
managers;

Machinery services no longer
operating; and

Livestock and veterinary
services barely functioning.

Ministry may be restructured
as an advisory and policy
agency, rather than as a
service provider,

Nine regional Agro-Scientific
Centres established in 2001 to
provide extension and farmer-
training services.

Regional Agro-Scientific
Centres may provide
support in several
regions (extension,
demonstrations, and
farmer training and
market information).

Commercial Banks

Adequate risk adjusted
capital;

Adequate liquidity;

Support from German TA
Savingsbank Foundation for
International Cooperation;
Developing experience in
lending to small rural
borrowers.

Present high interest rates limit
demand for loans, especially
for medium term capital;

Still cautious in rural lending;
Remaining collateral
requirements hinder rural
lending.

Opportunity for commercial
banks to be sustainable
providers of financial services
to farmers and other rural
entrepreneurs.

It may be recruited by
the project to channel
working capital and
investment loans.

NBFIs

Experienced micro-finance
institutions;

Low rates of loans
outstanding at risk; and
Flexible micro-finance
operation.

As a non-banking credit
organization cannot mobilize
savings;

Dependent on donors for
funding; and,

Coverage may be concentrated
in certain regions outside the
project area.

Opportunity for the most viable
to merge with commercial
banks to provide a full range of
sustainable services to rural
people.

Central bank is unlikely
to authorise deposit-
taking, making these
institutions ultimately
unsustainable in their
present form.

Private Sector processing
enterprises

Knowledge of domestic
market and produce
suppliers;

Some capacity remaining
from the Soviet era;
Good quality produce
available for processing;
Educated workforce.

Most equipment old and
technology out of date;

Lack of investment and
working capital;

Lack of appropriate packaging
materials.

Good future market prospects
with the expected increase in
incomes as oil and gas exports
rise;

Need to match quality of
imports from more developed
countries.

Require long-term
finance for
modernization and
expansion.
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Key file 3: Complementary donor initiative/partnership potential

Donor/Agency

Nature of Project/Programme

Project/Programme Coverage

Status

Complementarity /Synergy Potential

World Bank

Rehabilitation and Completion of
Irrigation and Drainage Infrastructure
Projects

Reconstruction of the major canal.

On-going

Highly complementary as there is need for
assured water to the secondary canals that
supply the WUAs.

Islamic Development
Bank

Construction of main drainage and
irrigation systems

Rehabilitation of the Khanarkh canal.
Probability of co-financing of new
interventions with IFAD

On-going & proposed

Highly complementary as there is need for
provision of funding for major irrigation
rehabilitation.

Asian Development Irrigation Rehabilitation Project Samur-Absheron canal and Kura river [Proposed Highly complementary as the Samur-
Bank basin Absheron canal provides water to the
secondary canals that supply the WUAs
World Bank/IDA Irrigation distribution System and National but with a focus on 11 raions |On-going Rehabilitation of secondary canals in the
Management Improvement Project including Guba and Khachmaz and 45, project will complement project activities as
yet to be identified, WUAs at a total will the production of WUA training
cost of USD 39.10 million. materials.
USAID Rural Enterprise Competitiveness National USD 14 million programme. On going Complementary as the project includes a
Program focus on fruit, vegetables and milk
Outputs are expected in the following production in the project area.
areas: (i) strengthening businesses
and associations; (ii) processing and
marketing improvement (fruit,
vegetables, milk and meat); (iii) policy
and regulatory environment reform;
and (iv) expanded focus on
competitive products.
FAO Capacity Building in Rural Development [New Settlements of Aghdam District On-going Complementary as this project can provide
for Internal Displaced Person (IDP) and |(adjacent to Aghdash) experience in the rehabilitation of irrigation
Refugees in New Settlements of Aghdam systems and development of livestock
District enterprises
UNDP/UNDAF UNDAF : Multi-sector and multi-agency, |Selected areas throughout the country |2011-2015 Complementary as these interventions are

with relevance to IFAD through its
participation in UNDAF

all focussed on achievement of MDGs

6°d/66/0T0¢C 93

P €



14"

Key file 4: Target group identification, priority issues and potential response

Typology Poverty levels and Coping actions Priority needs COSOP response
causes
Small-scale A significant proportion of Reversion to subsistence crop | A reliable and timely supply of Rehabilitate degraded irrigation lands, especially

farmers including
female headed
households,
nationally in rural
areas.

the rural population living
below the poverty line.
There are some still living in
extreme poverty.

Causes:

Degradation of the irrigated
agriculture sector, as well
as natural resources in
highland and mountainous
areas due to:

Failure to maintain the
irrigation and drainage
system;

Lack of viable marketing
system (exports of
vegetables and fruit to
Russia) and processing
industry;

Lack of viable rural
finance facilities,
especially for medium
term investments;

Lack of farm
management capacity of
some former farm
workers who are now
farm managers as well
as workers.

Lack of agricultural
services, including input
supply, finance,
technical support etc.;
Some decline in the
physical infrastructure
e.g. power supplies and
in the quality of social
services e.g. health and

and livestock production.
Cultivation of opportunistic
rainfed crops where irrigation
water is no longer available.
Sale of assets e.g. livestock.
Off-farm employment.

Short and medium-term
migration in search of wage
labour in urban areas and to
Russia.

Remittances from other family
members.

Social welfare payments.

irrigation water at the field and
household plot levels that
matches the water
requirements of the crops.

Restoration of degraded
irrigation and pasture lands.

Functional and efficient markets
for rural produce, as well as
rural value adding.

Access to working capital loans
to finance the purchase of
agricultural inputs and
investment capital to finance
equipment, replant orchards,
buy livestock etc.

Support services including: (i)
input supply, (ii) machinery
hire, (iii) veterinary, vaccines
and medicines, (iv) collection,
processing and marketing, and
(v) technical and business
development advice.

areas affected by salinity

Rehabilitate degraded pasture land, using a
catchment system approach

Rehabilitate the on-farm irrigation and drainage
system, (field and household plots) including
secondary canals if necessary, using the WUAs to
construct the earthworks.

Support the WUAs to operate, maintain and
develop the on-farm systems on behalf of the
farmers

Provide support for viable market development
through a value chain approach

Assist small-scale farmers to establish production,
collection and marketing groups and develop links
with processors, exporters and traders supplying
the domestic market.

Assist with provision of sustainable rural financial
services through working with banks and agencies
engaged in banking development.

Support the Regional Agro-Scientific Centres to
provide a programme of on-farm demonstrations,
extension, training of farmers’ and market
information.
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education.

Un and
underemployed
rural population,
including landless
people

Moderate to severe

Loss of employment
opportunities after break up
of Soviet Union

Lack of diversification and
differentiation in the rural
economy

Lack of entrepreneurial
activity in rural areas

Forced rural people into
farming in order to survive
Migration to urban areas in
search of wage employment
Some nascent SMEs operating
below capacity and under
capitalised

Better part and full-time
employment and income-
earning opportunities.
Greater diversification of rural
economy.

Enhanced opportunities for on
and off-farm rural SMEs to be
established and grow, offering
more employment.

Development of new financial instruments and
complementary finance to encourage commercial
banks to operate in rural areas and to lend to farm
and off-farm SMEs.

On and off-farm employment opportunities
increased as a result of increased SME capacity,
following regulatory reforms, increased access to
working, medium and long-term capital and supply
chain initiatives linked to market access and
development.

Enhanced opportunities for micro and small
enterprise establishment and operation
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