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WATER AND OTHER URBAN INFRASTRUCTURE AND SERVICES SECTOR 

PROGRAM ASSESSMENT  

 

A. Introduction 

1. Objective. This sector program assessment supports the preparation of the Asian Development 

Bank (ADB) country assistance program evaluation (CAPE) for Azerbaijan for 2011–2017 by providing an 

independent assessment of past operational performance in the water and other urban infrastructure 

and services (WUS) sector. It offers findings, lessons, and suggestions. 

 

2. Methodology. The sector program assessment was carried out in accordance with ADB’s Revised 

Guidelines for the Preparation of Country Assistance Program Evaluations and Country Partnership 

Strategy Final Review Validations (2015) and the evaluation approach paper of May 2018.  

 

3. For the CAPE period, a review was conducted for one project and one program under WUS: the 

Urban Water Supply and Sanitation Project, approved in July 2004 and closed in June 2011; and the 

Water Supply and Sanitation Improvement Program, anticipated to be completed by May 2018, at the 

time the Independent Evaluation Department (IED) fielded the CAPE mission. Tranche 1 of the MFF was 

financially closed in November 2017, tranche 2 in May 2018, and tranche 3 remains financially open.
1
 

Tranche 4 was “lapsed for effectiveness”
2
 due to a government decision in 2018 that Azerbaijan needed 

to limit foreign loan borrowing. The project completion reports (PCRs) for the MFF (by tranches) are 

currently being drafted by the operations department; at the time of writing, IED did not have access to 

the draft or the government’s PCR. IED had limited access to the financial details of the project, although 

it was near completion.
3
 Therefore, much of the sector assessment relies on observations and discussions 

with concerned government officials and project-related consultants during the evaluation mission in 

May 2018. In mid-June 2018, the Central and West Asia Department (CWRD) began to share some of the 

PCR content that had been finalized (including information related to gender, the draft PCR for tranche 

2, and physical output data for four Azersu towns).
4
 

 

4. Missions and consultations held. During the week of 14 May 2018, the WUS sector team mission 

held meetings at Azersu headquarters in Baku; and conducted field visits to all four Azersu towns (Agdash, 

Aghjabedi, Beylagan, and Goychay). The mission visited facilities constructed under the MFF in 

Nakhchivan during 21–23 May 2018.  

 

 

 

 

 

 

 

 

 

 

 

 

                                                
1
   The loan was physically closed on 31 May 2018 but remains open for remaining civil works. 

2
   Tranche 4 was approved, but the loan agreement remained unsigned by the government due to its latest tight public borrowing 

stance. As the loan agreement remained unsigned for 12 months, the validity of the financing lapsed.  

3
   Program completion reports (PCRs) for tranches 1 to 3 are being currently prepared. IED was told that PCRs for tranches 1 and 

2 would be available by the fourth quarter of 2018.  

4
   This is as of 28 June 2018.  
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Table 1: Water Sector Loan Status (at the time of evaluation mission in May 2018) 

 Urban WSS 

(L2119/2120) 

MFF Tranche 1 

(L2571) 

MFF Tranche 2 

(L2842) 

MFF Tranche 3 

(L3079) 

MFF Tranche 4 

(L3411) 

Loan  

Size 

$20 million + $10 

million 

Disbursed: $20.9 

and $9.6 

Approved: 7 

December 2004 

Closed: 30 

November 2011 

(L2119) 

6 February 2012 

(L2120) 

The loan aimed to 

improve water and 

sanitation services in 

Agdash, Goychay, 

and Nakhchivan.  

 

$75 million 

Approved: 14 

October 2009 

Closed:  

8 November 2017 

(L2571) 

 

Tranche 1 aimed 

to improve water 

and sanitation 

services in 

Goychay and 

Nakhchivan; 

which have been 

carried over from 

the previous 

L2119/2120. 

$300 million 

Approved: 22 

December 2011 

Closed: May 2018 

(2842) 

 

Tranche 2 aimed to 

complement the 

works under T1 

through provision 

of water and 

sanitation services in 

the remaining parts 

of Goychay and 

Nakhchivan, as well 

as for Agdash and 

Beylagan. 

$150 million 

Approved: 5 December 

2013  

Status: Physical 

completion in May 

2018; but still financially 

active (3079) 

 

Tranche 3 aimed to 

improve the water and 

sanitation network in 

Aghjabedi and peri-

urban Nakhchivan; (i) 

rehabilitation and 

reconstruction of wells 

and reservoirs, (ii) 

construction of 

sewerage collection 

network, (iii) WWTP, (iv) 

associated workshops 

and office buildings. 

$0  

Approved:  

9 August 2016  

Lapsed for 

effectiveness.  

 

Tranche 4 was 

designed as 

additional 

financing to 

tranche 2 to 

complete civil 

works in Agdash 

and Beylagan. 

MFF = Water Supply and Sanitation Improvement Program, Urban WSS = Urban Water Supply and Sanitation Project, WWTP = 

wastewater treatment plant. 

Source: Independent Evaluation Department study team. 

 

B. Sector Context  

1. Background 

 

5. Greater Baku and the Absheron peninsula are served by AzerSu, which manages all SuKanals 

(that manage water supply and sewerage services) and joint stock companies (JSCs) for provincial towns 

and other residential areas. AzerSu does the capital investment in the water supply and sanitation (WSS) 

systems; and SuKanals and JSCs are given the responsibility of maintaining treatment plants and piped 

networks that were constructed and handed over. The exception is the Nakhchivan Autonomous Republic 

(NAR), which is overseen by the State Amelioration and Water Management Committee (SAWMC). Since 

January 2017 Nakhchivan Water and Sewerage Enterprise has been fully in charge of the WSS operations 

in Nakhchivan city and surrounding villages. 

 

2. Sector Constraints and Challenges 

 

6. According to the MFF sector assessment (2009), household water supply at the time was 

intermittent and the quality of water supplied to households was not high. Many households opted to 

buy water from private vendors to ensure sufficient water for daily use. The sewerage system was 

unreliable, as pipes were clogged, and the system was not maintained properly. During the rainy season, 

sewage flooded the streets. Few data were available on drinking water quality in Azerbaijan due to lack 

of proper monitoring and tracing of service quality. Some reports indicated that the incidence of 

waterborne diseases (e.g., dysentery, typhoid, and hepatitis) had declined during 1990s.
5
 

 

3. Government Strategies and Plans 

 

7. In the government’s Poverty Reduction and Sustainable Development for 2006–2015, improving 

access to basic services was the top priority. Coinciding with the Millennium Development Goal (MDG) 

target period, the state program set the goal of 100% water supply coverage with a 24-hour supply in 

                                                
5
 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility to 

the Republic of Azerbaijan for the Water Supply and Sanitation Improvement Program. Manila. 
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Baku and 80%–85% coverage in Azerbaijan’s secondary towns and villages. Poverty levels had dropped 

from an estimated 49% of the population in 2001 to about 13.2% in 2009. Baku had the highest number 

of the poor, but secondary towns had higher incidence of poverty.  

 

8. Both the stand-alone project, Urban Water Supply and Sanitation Project, and the following MFF 

were based on the World Bank-funded WSS Sector Review and Strategy (2000).
6
 The report estimated 

that more than $1.5 billion may be required to provide water and basic sanitation services for all of 

Azerbaijan. Many other donors also based their initial investment decisions and their selection of towns 

on this sector review and strategy. The World Bank originally intended to support 20 towns but reduced 

this to eight.
7
  

 

4.  Other Development Partner Programs 

 

9. The World Bank, European Bank for Reconstruction and Development (EBRD), and Japan 

International Cooperation Agency (JICA) are other major players in the water sector. The World Bank has 

supported the government in compiling the sector development plans in 2000 for 22 strategically 

important towns (from a total of 59). Based on the World Bank’s initial feasibility study, ADB took five 

towns for its stand-alone project Urban Water Supply and Sanitation Project and the subsequent MFF. 

The EBRD, JICA, and the Islamic Development Bank (IsDB)
8
 also have some focused water supply 

investment in a selected number of towns.
9
 IED noted that there is occasional information sharing and 

one-to-one discussions when the need arises; but there is no regular donor forum to discuss 

achievements and challenges for the sector. JICA is also involved in solid waste management in selected 

towns.
10

 The German development corporation, kFW, and the Swiss Cooperation for the South Causasus 

(SECO) have also supported a feasibility study of WSS in two towns.
11

  

 

C. ADB Water and Other Urban Infrastructure and Services: Sector Program Strategies and Portfolio 

10. Sector strategies. Both the Urban Water Supply and Sanitation Project and the MFF are based on 

the same sector strategy. Both are intended to support the government’s WSS sector reform agenda by: 

(i) ensuring service sustainability through institutional and managerial reforms; (ii) improving efficiency 

through strengthened management measures by introducing performance-based service contracts and 

clustering local government operations where possible; (iii) improving system accountability through 

better information flow, decentralized systems, and benchmarking costs and performance; and  

(iv) improving financial management through revenue enhancement measures, budget prioritization, 

and asset and liability management.  

 

11. For the physical components, the MFF took up where the Urban Water Supply and Sanitation 

Project left off. The project had faced serious delays and cancellation of components due to the slow 

start-up. Prices had escalated during the delay. Implementation was delayed for about 4 years, until the 

project was fundamentally restructured in 2008. The cost of the original project components had 

increased by 218% from appraisal in 2004 to the project revision in 2008. The government then proposed 

excluding the rehabilitation and construction of water distribution and sewerage systems, focusing on 

water intake and transmission facilities in the three project towns (Agdash, Goychay, and Nakhchivan), 

all of which were included and continued in the subsequent MFF. The carried-over facilities to MFF were: 

                                                
6
 World Bank. 2000. Azerbaijan Water Supply and Sanitation, Sector Review and Strategy, Washington, DC.  

7
 In its first phase loan, World Bank supported four towns (water supply in all four, and wastewater in two towns only). In its 

second loan, it aimed to support eight towns in total (including the original four).  

8
 According to the World Bank, JICA has taken up 10 towns and IsDB is supporting 12 towns; some of these are outside the initial 

priority 22 towns by the World Bank.  

9
  IED was not able to have meetings with EBRD and JICA during the mission.  

10
 ADB also had technical assistance to prepare a new loan for solid waste management, but, due to the latest government decision 

on borrowing, the prospective loan in the original pipeline has been currently dropped.  

11
 French Natexis Banques Populaires also had plans to support upgrading WSS-related facilities.  
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seven new reservoirs; two reservoirs to be rehabilitated, 160 km of new transmission mains, 120 km of 

main and branch sewers, four new sewerage pumping stations, and three waste stabilization ponds.
12

 

 

12. The MFF program responded to the government’s needs by adopting a mid-term and integrated 

approach that involved improving institutions, capacity, systems, and service delivery. It financed 

instruments targeting (i) institutional improvements for WSS service delivery; (ii) capacity development 

for better system planning, operations, and maintenance; (iii) enhanced cost recovery through metering, 

billing, and collecting tariffs; (iv) increased efficiency for timely processing of effective WSS projects;  

(v) asset management; (vi) introduction of performance benchmarking system; and (vii) a twinning 

arrangement with an external WSS utility to support capacity development. The MFF also included 

program management support to help with (i) gender, safeguards, governance, legal, financial, and 

administrative matters; (ii) design works for subsequent tranches; and (iii) general training and 

development.  

 

13. Sector portfolio. The CAPE looked at the Urban Water Supply and Sanitation Project and four 

tranches of the MFF, although the fourth lapsed. When ADB originally joined in the sector dialogue 

during the preparation of the Urban Water Supply and Sanitation Project, it considered activities in 15 

towns, but later decided to concentrate on three. In the report and recommendation of the President 

(RRP) of the MFF, two towns were added. Initially Baku and the surrounding peri-urban areas were 

included, but they were not pursued. ADB supported WSS improvement mainly in Agdash, Aghjabedi, 

Beylagan, Goychay, and Nakhchivan.   

 

14. Using the loan savings and the contingency, toward the end of the implementation period, some 

civil works covered satellite towns and villages of these five towns. IED does not have access to detailed 

disbursement figures during the implementation; this will be detailed in the PCRs of the tranches that 

are under preparation by CWRD. The following description separates the AzerSu and Nakhchivan 

components.  

 

1. AzerSu components 

 

15. In Goychay, almost all the components, including the wastewater treatment plant (WWTP) and 

other infrastructure (the AzerSu administration branch office, water wells, water reservoirs, chlorination 

chamber and pumping station, water supply and sewer networks, and installation of water meters for 

connected households) were completed and in operation. Construction of the WWTP started in 2016 

under tranche 2 and started to operate in March 2018. The current capacity of the WWTP is 10,000 cubic 

meters per day (m
3
/day); however, this is expected to increase to up to 20,000 m

3
/day. After 

commissioning, the WWTP receives 5,600–6,500 m
3
/day on average. It can perform mechanical, 

biological, and ultra-violet treatment. Treated water is being discharged into a channel, which is expected 

to be used for agriculture. Sludge from wastewater is being dewatered up to 20% and then dumped. 

However, it is expected that later this dewatered sludge will be reused in agriculture.  

 

16. In the three other towns (Agdash, Aghjabedi, and Beylagan); there has been a series of scope 

changes during the MFF implementation. Based on information from AzerSu and SuKanal officials, and 

from the project management committee chief engineer, the main causes were the slow start during the 

initial years, design changes from the original feasibility study, plus physical unit requirement changes 

based on a presidential decree issued in 2015, during the implementation. The main change was the 

increase in the liter per capita day (lpcd) from 120 to 180.  

 

 

 

                                                
12

 Details are in PCR validation report of the project: IED. 2013. Validation Report: Azerbaijan: Urban Water Supply and Sanitation 

Project. Manila: ADB.   
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Table 2: State Urbanization and Architecture Committee 

(Decree No. 4 on Water Supply Networks and Facilities, 13 August 2015) 

Condition of the Residential Buildings in the Towns Liter Per Capita Day 

Residential Buildings with Internal Water Supply and 

Sewage Systems: 

Without Bathrooms  

With local water heating and bathrooms  

With centralized water heating  

 

 

125–160  

160–230  

230-250 

Source: Independent Evaluation Department study team. 

 

17. Each town had its own reasons for delays and changes. These included: (i) collapse of water wells 

(Agdash); (ii) land acquisition problems with the prospective WWTP site (Beylagan); (iii) inclusion and 

then exclusion of surrounding villages in the sewer network (Beylagan) for reasons of cost-effectiveness; 

(iv) water quality in the initial drilled wells was not good so more wells had to be dug in other locations 

for Aghjabedi (because of specific geological and ground conditions);
13

 and (v) the expansion of the 

project area due to population growth (Agdash). Three WWTPs (in Agdash, Aghjabedi and Beylagen) will 

not be covered under ADB MFF; instead the government will use its own financing to construct them. 

One package for these three towns was tendered in March 2018. Officials in the three towns expect to 

have the WWTPs constructed within 12 months. Initially, they will start operations only with mechanical 

treatment; however, future upgrades will include biological treatment as per ADB safeguard 

requirements.   

 

18. For the water supply, all four towns have a simple chlorination facility. The reason for excluding 

further treatment is that the water sources in all four towns are artesian wells. Based on discussions with 

AzerSu and the World Bank, the water quality and volume tests comply with “GOST” (former Soviet 

regulations),
14

 which are compatible with European Union (EU) standards. Azerbaijan does not have 

ground water depletion problems (except for a salinity issue in the Nakhchivan region). At the time of 

the evaluation mission, 24-hour water supply was available only in Goychay (where the WWTP had just 

been completed). The three other towns’ wastewater pipes have been installed under the program’s 

revised scope. The mission was informed that the water supply runs for 18–20 hours in Beylagan. 

 

19. As of October 2018, CWRD, Azersu officials, and SuKanal directors reported that the water supply 

in all four towns (Agdash, Aghjabedi, Beylagan, and Goychay) was running for 24 hours. 

 

20. At the time of the field visits in May 2018, the IED WUS team observed that parts of the central 

old parts of these towns are still connected to and running on the old Soviet-era water supply system. 

Most houses and offices can cope by storing water in their water tanks when water is running. Since 

only chlorination takes place, households usually boil water, or use domestic filters for drinking. The 

coverage of water provided by the ADB MFF is different in each of the three towns. Data from the 

Statistics Office are not specific to the ADB MFF covered zones but cover the whole of the four towns 

and Nakhchivan city (Appendix 1). As for metering, installation has started in the targeted towns. In 

Goychay, about 60% (11,000) of the households connected to water are metered. In all towns, the 

collection rate has significantly improved (the latest 2017 data shows 84% for Agdash; the other towns 

have a rate higher than 90%). Households are able to pay the monthly bill through automated payment 

pods located in AzerSu offices and in the town center. At the moment, only Goychay has started charging 

a wastewater fee to consumers. The other towns have to wait until the WWTP is commissioned and 

operational.  

 

                                                
13

  Goychay did not have the same problem.  

14
  Water quality monitoring requirements are in accordance with GOST 17.1.3.07-82 standards. GOST are technical standards 

maintained by the Euro-Asian Council for Standardization, Metrology and Certification (EASC), a regional standards organization 

operating under the auspices of the Commonwealth of Independent States (CIS). IED was not able to obtain these data or to 

independently assess water quality.  

https://en.wikipedia.org/wiki/Standardization
https://en.wikipedia.org/wiki/Standards_organization
https://en.wikipedia.org/wiki/Commonwealth_of_Independent_States
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21. For wastewater, domestic used water is discharged to septic tanks; but there have been some 

incidents of illegal connection to the newly constructed sewers, which are not operating yet. Officials in 

Aghjabedi and Beylagan said that they had no legal provision to penalize these acts, and were not sure 

of the number of such illegal connections (this was reported during CWRD’s post-mission reporting). 

Wastewater bills are added to water bills, with different units per water consumed (Table 3 and Appendix 

2).  

 

Table 3: Works Implemented under the Water Supply and Sanitation Improvement Program
a
 

No. Description of works Unit Value 

Goychay   

1 Transmission line M 5,405 

2 Water distribution network M 143,589 

3 Sewerage network M 117,185 

4 Sewerage collector M 2,200 

5 Meters Number 10,882 

6 HH connected to piped water supply Number 9,068 

7 HH connected to sewerage system Number 8,637 

8 Hydrant Number 547 

9 Storage reservoir Number/volum

e 

3/6,500 m
3
 

10 Water intake facility - artesian well Number 4 

11 WWTP Number/m
3
 1 10,000 m

3
/day 

Beylagan   

1 Transmission line m 8,466 

2 Water supply network m 91,631 

3 Sewerage network m 88,636 

4 Sewerage collector m 948 

5 Meters Number 4,484 

6 HH connected to piped water supply Number 5,846 

7 HH connected to sewerage system Number 5,250 

8 Hydrant Number 413 

9 Storage reservoir Number/ m
3
 2/5,000 m

3
 

10 Water intake facility - artesian well Number 6 

Agjabedi   

1 Transmission line m 28,762 

2 Water supply network m 214,006 

3 Sewerage network m 205,486 

4 Meters Number 8,240 

5 HH connected to piped water supply Number 7,810 

6 HH connected to sewerage system Number 7,800 

7 Hydrant Number 993 

8 Storage reservoir Number/ m
3
 1/10,000 m

3
 

9 Water intake facility - artesian well Number 14 

                                  Agdash  

1 Transmission line m 6,250 

2 Water supply network m 143,182 

3 Sewerage network m 123,943 

4 Sewerage collector m 35,724 

5 Meters Number 6,630 

6 HH connected to piped water supply Number 5,965 

7 HH connected to sewerage system Number 7,226 

8 Storage reservoir Number/m
3
 1/5,000 m

3
 

9 Water intake facility - artesian well Number 5 

           
 
HH = household, m = meter, WWTP = wastewater treatment plant.

  

a
 For AzerSu towns, before the project figures are still under verification through PCR preparation. 

Source: Independent Evaluation Department study team. 
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22. The WUS team also saw a new modern administration building in Beylagan completed and used. 

In Aghjabedi, the contractor was rushing to finish the new construction before project completion at 

end of May 2018. The Goychay office building was constructed under the earlier project. In Agdash, 

renovation is currently being carried out.  

 

2. Nakhchivan Component 

 

23. In Nakhchivan city, similar WSS facilities were constructed: a water treatment plant (WTP), a 

WWTP, an administration office building, water intake (infiltration gallery), water reservoir, water supply 

and sewer networks, and installation of water meters for connected households. In addition, under 

tranche 2, Shikhmahmud and Khalili villages’ water supply and sewerage networks were included. Under 

tranche 3, the WSS network to five peri-urban areas and Shakarabad village were included. The three 

villages are all serving satellite villages of Nakhchivan central.  

 

24. The capacity of the WTP (which has 11 employees) was 40,000 cubic meters (m
3
) but from the 

saved budget, the capacity was increased to 40,800 m
3
. For treatment, hypochlorite is being produced 

within the plant, and from 1 kilogram (kg) of salt the plant produces 60 liters of hypochlorite. The 

Nakhchivan Water and Sewerage Enterprise outsources this disinfector to the other regions of the NAR. 

Raw and treated water is analyzed daily in the laboratory attached to the WTP (mainly for conductivity, 

turbidity, and pH). If any of the indicators is above the threshold, the required chemicals are added to 

the system. The membranes used in the mechanical treatment of the raw water are self-cleaning. After 

the reverse osmosis membranes, 5% of untreated water is added to the treated water for balancing the 

minerals in the supplied water. The membranes used for reverse osmosis are produced in the USA and 

are supposed to be changed every 4–7 years. The team witnessed the process of changing the 

membranes during its visit to the treatment plant.  

 

25. The water intake is through eight infiltration galleries in the river basin, but these are located 

away from the river so that river water does not directly enter the intake area. Water for the intake comes 

from different sources (snow water from the mountains, rainfall, springs, groundwater, and some 

branches of the river). The eight infiltration galleries are trapeze-shaped with a bottom width of 4 m and 

overall depth of 6–7 m. The materials used are gravel (7 mm), coarse sand, fine sand, and soil filling on 

top. The overall length of the intake area is 2,800 m. There is one water reservoir in the intake area and 

from that reservoir water runs into the treatment plant through a 800-millimeter diameter pipe.  

 

26. Construction of the WWTP started in June 2014 and it was commissioned in October 2017. The 

pipe was officially opened by the President of Azerbaijan on 17 May 2018. The WWTP was constructed 

as a joint venture by German and Azerbaijani companies. The current capacity of the WWTP is 32,000 

m
3
. The WWTP treats the wastewater in three stages—mechanical, biological, and membrane. All 

operations are automated. A supervisory control and data acquisition (SCADA)
15

 system was installed by 

a German company. Treated water is being stored in the clean water ponds and used as water for 

irrigation for the surrounding villages. According to the site manager, treated water can be used for 

drinking. Two kilometers from the plant there are 2 hectares of area being used as sludge bedding. Dried 

sludge is then used by farmers as fertilizers.   

 

27. There were a number of changes during the implementation in the design. Most of these were 

due to the addition of households to the region since the design of the works was carried out in 2008 

and continued in 2014. On the water consumption design standard changes cited by AzerSu, SAWMC 

offered different explanations. According to SAWMC, the initial lpcd was calculated according to Soviet 

norms (250 liters per person per day) rather than current standards (167 liters per person per day). From 

                                                
15

 Supervisory control and data acquisition (SCADA) is a control system that uses computers, networked data communications, 

and a graphical user interface through remote access to monitor the performance of services.   
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this number, the calculation for the unmetered customers was set at 5 m
3
 per person per month (167 x 

30 = 5,010). The figure of 120 lpcd was from the period of the preliminary design when the company 

conducted a feasibility study based on EU norms.  

 

Table 4: Before and After the Water Supply and Sanitation Improvement Program in Nakhchivan 

Before After 

55% of the population connected to the water 

supply system 

100% of the population connected to water supply 

system 

2-3 hours water supply (some days without water) 24-hour water supply 

No sewerage system 100% of the population connected to the sewerage 

system 

No water meter installed 100% of the customers metered (24,700 water 

meters) 

NRW: more than 60% NRW: 10-12% 
 

Collection rate: 100% 
 

Wastewater Tariffs: 0.15 AZN/m3
 

Water Tariffs: 0.30 AZN/m3 

NRW = nonrevenue water. 

Source: Independent Evaluation Department study team. 

 

D. Evaluation of the ADB Water and Other Urban Infrastructure and Services Sector Program in 

Azerbaijan 

28. Relevance. Both the PCR and its validation for the Urban Water Supply and Sanitation Project 

rated the project partly successful/less than successful overall. Both reports noted that: the project was 

not well conceived and would have been unsuccessful had it not been revised and redesigned (to 

programmatic) implementation. Due diligence in terms of assessing institutional capacity of executing 

and implementing agencies; readiness and willingness of borrower and agencies to adopt innovative 

project concepts; and actual conditions and status of the sector must be undertaken so that project 

formulation is well grounded on actual conditions. Revising the project design and recasting it as an 

initial phase of a multi-phased project provided a realistic and more attainable approach to development 

of the WSS sector in the country. The MFF could turn out a better approach to ensure that investments, 

institutional capacity, financial resources, and O&M capability develop in parallel over time in a consistent 

and sustainable manner. 

 

29. For the Water Supply and Sanitation Improvement Program (the MFF) too, there have been many 

design and scope changes from the original design. The evaluation team confirmed that the initial bill of 

quantity and location (e.g., network length, location of wells, land acquisition for WWTPs) had to be 

changed, just as it was for the Urban Water Supply and Sanitation Project. In addition, the Presidential 

Decree in August 2015 (on the lpcd requirement) affected all four towns. For Goychay, which started 

earlier than other three, there were some price escalations (before the currency devaluation in 2015–

2016).  

 

30. Although the MFF was affected by some elements of poor project design coupled with numerous 

design and physical design changes during implementation, the rationale and purpose of the MFF was 

in line with both ADB and government strategies. WSS in the four towns required major improvements.   

 
31. NAR has slightly different geohydrological conditions from the rest of the country: it has more 

serious water shortage and salinity issues. The region is an enclave, set apart from the rest of the country, 

and for various politically sensitive reasons, securing a stable flow of good quality water is important to 

the local population. The evaluation mission to Nakhchivan city found that, following the water quality 

study conducted during project preparation, it was decided to adopt reverse osmosis technology for the 

water treatment. SAWMC selected the best technical option available, and IED observed this commitment 
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to high standards during its mission.
16

 IED also learned that originally the feasibility study for the whole 

country’s water supply investment needs was by the World Bank in early 2000s, and, at that time, the 

adoption of reverse osmosis was not recommended. The current technical option appears to have been 

chosen during the detail design stage while the MFF was being implemented.  

 
32. Financing modality. Some components were added to later tranches through scope changes 

requested by official government letters. The project was thus able to benefit from the flexibility of the 

MFF modality.  

 

33. Knowledge solutions and innovation. IED tried to collect data on performance benchmarking 

(para. 46 in the MFF’s RRP), but the only data accessible to IED were from the pre-implementation period, 

2003–2004. The government and ADB explained that post-project data were being collected as part of 

PCR preparation. The technology used was fairly conventional, in terms of civil works and contract 

management. IED rates the ADB interventions relevant.  

 

34. Effectiveness. For the Azersu component: WWTPs in three towns were not built under the ADB 

MFF loan.  

 

35. For Nakhchivan city, the picture is different. Here almost all components were implemented, and 

some extra works were added using savings from tranches 2 and 3 at the final stages. IED rates the ADB 

interventions effective for the NAR. The overall rating is effective.  

 

36. Efficiency. There were significant delays to the MFF implementation, particularly in the Azersu 

components. From the limited data IED had access to, the NAR component did not experience serious 

delays. At the time of writing, WWTPs in three of the four AzerSu towns had not been constructed using 

government financing. Thus, the economic benefit for the AzerSu cannot be calculated. Even Goychay’s 

WWTP was commissioned only a few weeks before the IED visit. Given the limited information, and the 

prediction that the four towns will begin to see economic benefits only after the government-financed 

WWTPs are built, when the corresponding water supply would then be fully operational, IED’s rating is 

less than efficient.  

 

Table 5: Project Implementation Status for the Three Tranches 

MFF tranche for AzerSu Implementation Status 

MFF Project 1: less than 

efficient 

There were a number of delays during implementation, which was completed in 

June 2017 (the original completion data was 31 December 2012). The closing date 

was 8 November 2017 (the original closing date was 30 June 2013).  

MFF Tranche 2: less than 

efficient 

Although the entire approved amount has been disbursed,  delays set back the 

implementation schedule. Tranche 2 was closed on 31 May 2018. 

MFF Tranche 3: less than 

efficient 

Disbursements have been slow, specifically with the unresolved technical issues 

between ADB and Azersu on the Aghjabedi WWTP. The loan was physically 

completed by end of May 2018. As of 30 July 2018, it was still financially open.  
Source: Independent Evaluation Department study team. 

 

37. Sustainability. In Agdash, Aghjabedi and Goychay, most water supply facilities had recently been 

completed or were about to be completed at the time of the evaluation mission. It was therefore too 

early for IED to assess the sustainability of the ADB investment. However, the fact that the government 

had committed itself to financing the deferred WWTPs on its own is a positive sign for the physical 

sustainability of the facilities. In terms of financial sustainability, the original MFF RRP assumed that the 

water supply operating entity would be able to increase the tariff every 2 years. However, AzerSu does 

not have the authority to set the tariff on its own. This is done by the Tariff Council under the Government 

of Azerbaijan. During the MFF period, both AzerSu and SAWMC increased the unit tariff rate in 2011 and 
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2016. Raising water tariffs is a sensitive political topic. AzerSu officials acknowledge that its water tariff 

is set deliberately lower than costs; if they were to cover costs, the tariff would have to be increased at 

least threefold. The government is subsidizing the uncovered costs from the general account. IED rates 

the ADB interventions likely sustainable. 

 

38. SAWMC also applies the prescribed tariff unit charge of 0.30 manat/m
3
 for water, and 0.15 

manat for wastewater. It is in the same situation as Azersu, in that all the components in the NAR have 

recently been commissioned. Thus, IED also rates the ADB interventions in the NAR likely sustainable. The 

overall rating is likely sustainable.  

 

39. It is important to note, however, that in the financial analysis appendix of the original RRP, it was 

assumed that the tariff increases would need to be made every 2 years if the facilities were to attain 

financial sustainability. In Goychay, the tariff would have to increase beyond the generally accepted limit 

of 5% as early as year 16 (2024). Nakhchivan city has the largest population of the project areas and 

therefore has sufficient economies of scale to be able keep tariffs at the household level affordable. By 

contrast, due to their small number of consumers the Azersu rayons have had to rely on substantial 

government subsidies (or general transfers). The original financial analysis had predicted that, even with 

the optimum tariff increase every 2 years (which did not happen, since increases were made only in 2011 

and 2016), the total annual cumulative tariff subsidies or viability gap funding would amount to  

$24 million for both Goychay and Nakhchivan city if full-cost recovery was to be ensured. Tariff setting 

for public services is a delicate and politically sensitive subject in Azerbaijan, and there is a general 

consensus about the need to support the running of water services through general transfers. But for 

any future investment in the sector, a comprehensive tariff reform review must take place.  

 

Table 6: Azersu Tariff 

  (Decree Number 6 of the Tariff Committee, 13 May 2016) 

Type of Service Units 

Tariff, inclusive of 

VAT (AZN) 

Water Supply: Domestic     

  Baku, Sumgait, Khirdalan and Absheron     

region 
m

3
 0.35 

   Other Regions  m
3
 0.30 

Water Supply: commercial, institutional m
3
 1.0 

Wastewater: Domestic  m
3
 0.15 

Wastewater: Commercial, Institutional m
3
 1.0 

Source: Independent Evaluation Department study team. 

 

40. Development impacts. Some project implementation skills were transferred from ADB to AzerSu, 

which now has an in-house design institute, capable of preparing projects. It is now able to procure and 

manage major civil works. At one point, AzerSu had 40 consultants from Turkey supporting its 

operations, although this has been reduced to a few consultants at headquarters and at newly 

commissioned WTPs during the initial liability period.  AzerSu gained valuable project design and 

implementation capacity through the MFF. When the WWTPs are in all three towns, improvements in 

sanitation can lead to better general living standards. ADB operations are therefore rated successful.  

 

E. Thematic Issues  

41. Support for inclusive economic growth. The success of ADB’s water and sanitation work in NAR 

is notable. 

 

(i) The development needs in the NAR are still great. The region still has high poverty and 

low socioeconomic indicators. ADB’s operations in the NAR are highly relevant to local 

needs. 
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(ii) Project outcomes and outputs are better achieved, and implementation is more efficient 

in the NAR than in other towns of Azerbaijan. This is because of: (a) the rapid decision-

making ability of the NAR government, which does not have to refer decisions to Baku; 

(b) efficient tendering of contract packages; and (c) excellent relationships with 

contractors and staff in the Azerbaijan resident mission. 

(iii) The sustainability of the water and sanitation physical assets is also more assured in the 

NAR because the executing and implementing agencies retain strong links with their 

suppliers and contractors and make sure that they continue to address problems after 

plant start-up. 

(iv) The development impact has been greater in the NAR than other towns. This is partly 

due to its greater development needs, but it may also reflect the fact that the NAR is a 

politically important region of Azerbaijan, with both the President and the Prime Minister 

coming from there. 

 

42. Gender. A gender specialist from ADB headquarters assessed gender-related actions during 

implementation. IED had access to the latest gender action plan assessment of December 2017. There 

were no specific data on the number of households headed by women in the project. In Goychay, a list 

of names of the head of households connected was available, but it was not disaggregated according to 

gender.
17

 Even before the ADB projects, all schools in Azerbaijan had separate toilets for boys and girls. 

Of the staff hired for SuKanal and JSC in the participating towns, 30% were women. In Goychay, the 

figure was 13% (10 women out of 75), in Agdash it was 33% (5 out of 15), and in Nakhchivan it was 

15.6% (5 out of 32). However, female staff tended to be employed in the lower ranks for administrative 

positions; none of the five towns had female staff in management positions. Apart from the fact that 

women’s drudgery was reduced by the provision of a water supply connection, IED did not identify any 

special attention paid to gender during the implementation of the MFF. CWRD provided information in 

October 2018 that the MFF put a premium on involving women in the design, monitoring, evaluation, 

and management of the water supply and sewage (WSS) systems; but IED could not verify or observe 

any evidence of this, or of any outcomes resulting from special consideration paid to women during the 

mission’s field visits to target towns. CWRD stated that it expects to receive additional data on gender 

concerns during the last PCR mission in December 2018. 

 
43. Support for environmentally sustainable growth. According to mission interviews, the treatment 

solutions applied by AzerSu (simple chlorine), and in Nakhchivan city (ozone or hypochloride) were based 

on detailed laboratory studies and water source spot examinations during the design stage. Procedures 

followed GOST for water quality standards. Because of the cancellation of WWTPs in the three towns, 

the government plans to finance and build WWTPs using its own resources. Thus, at the time of the 

CAPE, the environmental benefits could not be substantiated, nor were any data on health and 

environmental benefits available. When the remaining facilities are built, the environmental and health 

benefits for the targeted five towns’ populations can be monitored.  

 

44. Support for economic diversification. The evaluation mission did not observe any significant 

public–private partnership or private sector participation in the sector. There was a small capacity 

building scheme from Suez SA (a French water, wastewater and energy corporation) to Azersu during 

the early stage of the MFF, but its impact was not significant. Since SAWCM and NWSE are government-

owned, they cannot decide to arrange any kind of loan by themselves. All credits and loans so far taken 

by SAWCM are being paid back by government. 

 

F. Other Evaluations 

45. ADB performance. IED rates ADB performance successful. In general, except for cancellation of 

WWTPs in the three towns, most of the original scope was physically achieved. However, the full 
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operation of the WSS services has to wait for the completion of government-financed civil works, which 

is expected in 1–2 years. The evaluation mission team noted that Azersu has suggested that it would be 

helpful if a water engineer were based at the Azerbaijan resident mission since many queries and 

approvals had to be sent to ADB headquarters. A response often took more than 2 weeks to arrive. 

 

46. Borrower’s performance. IED rates the borrower performance successful. Through the MFF, 

Azersu has gradually gained crucial capacity to design and manage WSS projects. It has hired the PMU’s 

chief engineer. Azersu and SAWMC have established a complaint hotline, so customers can bring their 

complaints to the attention of their headquarters. There are also local hotline and customer care staff. 

Customer care representatives log the name, nature of the issue, and any actions that were carried out. 

The data are compiled bi-annually. In Agdash, for instance, about 95% of the complaints have been 

addressed satisfactorily. 
18

    

2.  

G. Conclusion: Key Findings, Lessons, and Suggestions 

1. Key Findings 

 

(i) SAWMC performed well. It delivered outputs on time and showed full commitment to 

operationalize water supply and sanitation services. It also worked expeditiously and 

effectively to use the loan savings to expand the program’s coverage to satellite areas in 

the suburbs of the Nakhchivan city.  

(ii) AzerSu was slow in the initial implementation stage but has caught up speed in the last 

12 months. It delivered what it could do under the circumstances when unit prices went 

up, and the quantity had to be scaled down. It was able to secure government financing 

for the cancelled WWTPs in the three towns.  

(iii) The development impact of sanitation operations was not clearly traceable or measured 

at the time of the CAPE because of the cancellation of WWTPs in the three towns.   

(iv) AzerSu and SAWMC have acquired internal capacity to design projects and to prepare 

and procure bidding for equipment civil works. Once the penalty retention period (1 year 

after the physical completion of civil works) is over, local staff should be in a position to 

replace the Turkish consultants and to maintain the quality and levels of service 

themselves. It was too early for IED to assess this during the CAPE exercise.  

 

2. Lessons 

 

(i) There are strict government rules limiting private sector participation in the running of 

water supply and sanitation services. However, IED observed that there were three private 

companies running street kiosk machines to collect various utility tariffs. There is 

potential to outsource the maintenance of the treatment plants or to engage small-scale 

independent providers to collect fees in towns and areas where the sewer system is not 

connected yet.  

(ii) Before the project, ADB should have conducted a thorough institutional assessment and 

staff development planning for AzerSu and the SuKanals, jointly with World Bank. 

However, other than staff dealing with customer complaints and other staff who 

participated in various training sessions under the project, IED did not note any 

transparent and well-structured indicator to monitor staff capacity growth. During the 

mission’s discussions with other agencies, it was noted that the running of some fairly 

complex activities, such as SCADA management, would still need the support of 

international consultants.   

(iii) Tariff setting is a sensitive issue. There is no independent regulatory body for water tariffs 

and at present tariffs remain at unsustainably low levels, requiring heavy government 
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subsidies. There does not appear to be any future sector strategy on the sustainability of 

WSS operations or any tariff study planned. ADB needs to investigate this, if it chooses 

to resume investment in the sector.  

 

3. Suggestions  

 

47. IED may consider conducting an assessment of water supply and sanitation in the Caucus region 

countries or in the former Soviet republics. IED may examine how effective ADB involvement has been in 

these countries, where there has been a deterioration of services in the post-Soviet period. It would be 

useful to look at what is needed so these post-Soviet republics can run technically, financially, and 

environmentally sustainable WSS operations.  

 

 

 



Appendix 1 

Table A1.1: Wastewater and Water Sector, 2006–2017 

Goychay             

INDICATORS  2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Number of customers connected to WWS                2,651     2,682      3,154   4,799   6,297    6,556 

Collection rate (%)              49.0     52.0      80.0         89    122    106 

Tariffs (AZN manat/c
3
)   0.14 0.14 0.14 0.14    0.25 0.25    0.25       0.25      0.25     0.30       0.30 

Reduction of NRW or unaccounted water                    52% 46% 37% 

Water supply hours               24 24 24 24 24 

Agdash             

INDICATORS  2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Number of customers connected to WWS                2,554     2,546     2,636    2,421    2,117   2,600 

Collection rate                  78.9   75.7      71.1      72.3       83.9      106.7 

Tariffs        0.14   0.14     0.14   0.14      0.25      0.25         0.25    0.25     0.25    0.30     0.30 

Reduction of NRW or unaccounted water                          

Water supply hours           12 12 18 24 24 24 24 

Agcabadi             

INDICATORS  2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Number of customers connected to WWS       
  

125 131 146 155 170 172 732 

Collection rate            89.8 103 99.2 102.5 97.5 90.3 103.7 

Tariffs    0.14 0.14 0.14 0.14 0.25 0.25 0.25 0.25 0.25 0.3 0.3 

Reduction of NRW or unaccounted water            8 7 8 8 7 8 8 

Water supply hours           2 2 2 2 2 2 2 

Beylagan             

INDICATORS  2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Number of customers connected to WWS               214     155      158    163     165     272     272 

Collection rate                103.7     99.7      96.5      101.7     99.8       91.1      99.1 

Tariffs        0.14    0.14     0.14    0.14      0.25      0.30        0.30    0.30     0.30      0.30  0.30 

Reduction of NRW or unaccounted water            18.1 17.7 11.9 14.1 8.2 5.6 13.3 

NRW = nonrevenue water, WWS =watewater system. 

Source: Independent Evaluation Department study team. 
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Table A1.2: Usage and Loss of Water (million m
3
) 

 

Total Used 

Water 

Household 

Drinking 

Purposes 

Production 

Needs 

Irrigation and 

Agricultural 

Supply 

Other 

Purposes Water Loss 

Goychay       

2011 101.7 1.6 0.1 100.0 - 68.4 

2017 104.5 1.7 0.02 102.8 - 56.8 

Agdash       

2011 188.0 0.1 - 187.9 - 21.3 

2017 211.2 0.8 - 210.4 - 101.9 

Agjabedi       

2011 431.1 3.1 - 427.9 0.1 133.6 

2017 585.2 0.8 0.2 584.2 - 115.5 

Beylagan       

2011 219.0 0.6 - 218.3 0.1 97.4 

2017 230.6 0.6 - 230.0 - 103.4 

Nakhchivan 

Autonomous Republic 

(Total)  

 

   

 

2011 319.0 15.9 2.3 300.8 - 92.8 

2017 273.4 17.8 1.6 254.0 - 67.6 

Nakhchivan City       

2011 5.6 4.4 1.2 - - 0.2 

2017 8.6 8.0 0.7 - - 1.4 

Note: Data are for the whole city population, not specifically for districts financed by the ADB MFF. 

Source: Independent Evaluation Department study team. 
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Table A2.1: Recent Tariff Increases for Water Supply and Wastewater Collection Services 

(AZN per m
3
) 

Item 

Increase on  

1 January 2005 

Increase on  

8 January 2007 

Increase on  

1 February 2011 

Increase on  

16 May 2016 

Water Supply 

Population 0.087    

Absheron  0.18 0.30 0.35 

Other Regions   0.14 0.25 0.30 

Institutional Organizations  0.283 0.70 1 1 

Commercial Organizations  0.637 0.70 1 1 

Consumption of water as 

raw material  9.912 12 12 8 

Wastewater Services  

Population 0.012    

Absheron  0.04 0.06 0.15 

Other Regions   0.03 0.06 0.15 

Institutional Organizations  0.071 0.20 0.30 1 

Commercial Organizations  0.472 0.20 0.30 1 

All other production 

services   0.637 0.20 0.30 1 

Source: Independent Evaluation Department data from Azersu. 


