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EXECUTIVE SUMMARY
1.0 INTRODUCTICN TO THE FOUR COMPONENTS OF THE PPTA

The ADB’s Technical Assistance Report of December 2004 identified, as a top priority of
the Government of Azerbaijan (GoAZ), the reduction of hardships for up to one million
internally displaced persons (IDPs) and other vulnerable groups who had been forced to
leave their homes during the Armenia-Azerbaijan conflict of 1988-1994. This first priority
was consistent with the ADB’s Country Strategy and Programme Update for 2004-2006.
The ADB had already begun its ass:stance to IDPs through a pilot project in Mingechevir
in 2002.

In 2001, Azerbaijan became a signatory to the Council of Europe’s Charter on Local
Governance. At this time, another important government commitment and priority
became establishment of decentralised and democratic local self-government.
Realization of progress on this second goal would both serve to strengthen links with
Europe and to support regional towns to meet their future economic and social needs
through a strengthened local governmental structure and implementation of specific
- infrastructural improvements. This second priority was also identified as an area of
common interest between the ADB and the GoAZ.

At the request of the GoAZ, the ADB contracted a Technical Assistance (TA) team in
March of 2005 to advance the first of these two priorities by undertaking a Project
Preparation Technical Assistance (PPTA) to prepare an economically and institutionally
viable ‘initiative to address the problems of IDPs and the most vulnerable. This first
Component of the PPTA, valued at some $12.7 million, is the “Social Infrastructure
for Internally Displaced Persons (IDPs) and Vulnerable Populations”, or Sl (see
Section 4.0 below). It was decided that three regional towns should be selected as the
focus for this project, given the fact that considerable efforts are already underway in the
country’s capital of Baku and in rural areas through other programmes and loans, and
because a focus on regional towns would also support the govemment’s pnonty of
strengthening local self-government. The objectives of the Sl are to:

e increase access io affordable social infrastructure for IDPS and other vulnerable
groups in selected regional towns; and .

« strengthen the capacity of government and community groups to identify priority
social infrastructure needs and provide services to vulnerable groups in selected
regional towns. :

Activities under the Sl will encompass ihe following:

e Social Infrastructure Investments will provide funding for specific social
infrastructure improvements that have been identified as a result of the needs
assessment undertaken as part of this PPTA. Following a needs assessment the
three regional towns (RTs) of Mingechevir, Barda and Sumgayit were selected by
virtue of their large populations of IDPs and vuinerable populations.

—N\s

: : EX-1
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e Institutional Arrangements for Implementation and Management will deﬁne how,
and by whom, the Sl will be carried out;

» Capacity Building will respond to needs and provide funding and staffing related
to institutional strengthening/capacity building to implement the SII. This activity
will also provide a stronger platform for design and implementation of The SIRT
(see below). . The focus will be on' building capacity wrthm local government
lnstrtutrons and commumty groups

'Shortly after inception’ of work on the PPTA, in Aprll 2005 the GoAZ and the ADB
agreed to increase the total project amount by some $36.6 million in order to directly
address the second government priority of strengthening local governmental planning,
management and- implementation, through investment in community development
strategies and investments in social infrastructure in up to. eight regional towns. The TA
team has been asked to provide, as part of this phase of the PPTA, an initial
- context/foundation for the preparation, in the immediate future, of a broader PPTA that
. will ‘address the second Component of this PPTA - the Social Investment for
Regional Towns (SIRT), the main. actlvmes of which are bneﬂy listed below:

. Clty/Reglonal Towns Development Strategles (CDS) will rnvolve the preparation of
detailed community plans that will guide the development of eight RTs for many
years into the future;

e Social lnfrastructure Investments WI|| fund implementation of the high-priority
mfrastructural works identified through a pending needs: assessment. Such works
_ could, among others, include solid waste management, road rmprovements
‘ drarnage rehabllrtahon constructlon of communlty centres etc.; Co

. lnstltutaonal Arrangements for lmplementatlon and Management will define how
the SIRT will be carried out;

~ The third Component dlscussed in the maln body of the report in some detail and
whose funding is covered under that of the SIRT, is the Local Iniitiatives Facility (LIF).
It will enable community groups (CGs) within eligible regional towns under the SIRT to -
select and- implement  the - high-priority social infrastructure initiatives that they
themselves have selected through a demand- and community-driven process defined
through the PPTA. The aims of this Component are consistent with, and support, the
“decentralization objectives of the GoAz as well as those contamed wrthrn the Council of
Europe’s Charter on Local Self Governance.

The fourth Component, Capacity‘ Building (CBLG), will involve the delivery of training
and other types of capacity building that are required to implement the SIRT and LIF,
and that create conditions for the long-term sustainability of social infrastructure and
- other improvements funded under these two Components. Its budget will also derive
from the overall SIRT budgét. '

In addition to the discussion of the Sl and SIRT, this PPTA report includes:

e Anoverview of the socio-economic and institutional/legal regulatory contexts;

o EX-2
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A Project Cost and Financing Plan for the four Components of the PPTA;
A Initial Environmental Evaluation (IEE);

A Social and Poverty Assessment, inciuding a gender action plan;

A discussion of project justification;

A Project Performance Management System (PPMS).

2.0 SOCIO-ECONOMIC CONTEXT

The armed conflict with Armenia that occurred between 1988 and 1994 resulted in the
occupation by Armenia of over 20% of some of the most productive territory of
Azerbaijan, including the enclave of Nagorno Karabakh (3%) and seven adjacent
regions {17%). During this period, an estimated one million people, either forced out of
~ Armenia or Nagorno Karabakh/surrounding territories, struggled to find shelter in the
remaining parts of Azerbaijan. Many of the 750,000 internally displaced persons (IDPs)
still live in temporary shelters in 58 districts around the country.

In the second half of the 1990s, the first signs of economic recovery emerged as the
GoAZ signed a multi-million dollar contract with the world’s major oil companies to
capitalize on the sizeable but mostly untapped off-shore oil resources of the Caspian
Sea. GDP growth has averaged about 10% since 2000 and is expected to slightly pick
up in the coming years.

Despite this growth, at least 44.7% of Azerbaijanis continue to live below the absolute
poverty line." The conflict and the difficult transition to a market economy have taken a
serious toll not only on IDPs but also on non-IDP “host” populations, particularly in
regional towns. The line between IDPs and local residents as far as poverty and
vulnerability are concerned has blurred such that the population as a whole can be
considered as largely vulnerable, particularly in reglonal towns where the benefits of the
economlc boom have not yet reached.

3.0 INSTITUTIONAL POLICY AND LEGAL CONTEXT FOR PROVISION OF
SOCIAL INFRASTRUCTURE SERVICES '

Since the focus of the Sli, SIRT and LIF will be on regional towns, and since these
Components will involve the strengthening and participation of local governmental
institutions, it is important to understand the legal, institutional and policy environment
within which they will be implemented. An analysis of current laws and policies has
yielded a number of issues which are described in depth in Section 3 of the report, and
which have implications for the PPTA. These include:

Inadequacy of municipal financial resources;

A legislatively ambiguous mandate regarding Local Executive Authonty and
municipal govemment /Baladiiya responsibilities;

Unilateral devolution of responsibilities to municipalities;

Barriers to municipal autonomy;

« Municipalities’ “non-governmental” status;

Republic of Azerbaijan. S‘téte Programmme on Poverty Reduction and Econonic Development (SPPRED) Progress Report
2003/2004 (Baku, 2005) p.32.

T EX-3
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Unfavourable conditions with municipal government for long-term planning;
Inadequate human resource capacity;

Lack of budgetary oversight;

Lack of a national association;

Wezk civil society;

Impediments to NGO formation.

Already implemented capacity building initiaﬁvés té strengthen local government have
been used as a basis for building the capacity-building programmes .described in this
PPTA. ‘ ‘ . _

40 SOCIAL INFRASTRUCTURE FOR IDPS AND \I"ULERN'ABLE
~ POPULATIONS (Sl : o

4.1 Social Infrastructure Investments

‘This activity will involve the delivery of improved social infrastructure to IDPs in Barda,
- Mingechevir and Sumgayit. ‘As discussed in Section 4 of this report, it will support the
construction of medium-density urban housing a!lowmg IDP families to mové out of
selected inhabited secondary school facilities to improved living conditions while also
making the schools again fully available for educational use. Thus, approximately 58%
of IDP families inhabiting (36) secondary schools - 810-840 families depending on the
final housing configuration selected - will be relocated. This will free approximately 75%
of the secondary schools in the '3 participating towns. Re-located IDP families will be
provided with new residential accomimiodation in medium-density, urban ‘apartment
buildings. These improvements  will make classrooms and other school facilities
available to accommodate students while reducing the néed to operate schools in shifts.
In this way, both IDPs and local populatioris who had lost or diminished use of many of
its schools, will benefit. The new apartment buildings will bé built 'on land owned by the
municipal govemments/Baladuyas of each of the three towns. The feasibility study is
described in detail in Section 4, while associated costs are contained in Section 10.

4.2 Institutional Arrangement for Implementation and Management

The State Committee for Refugees and IDP’s (SCRI) will be the Executing Agency (EA)

" for the Sl An inter-ministerial Project’ Steering Committee (PSC) will be established,
the other members being drawn from the Ministries of Finance, Economic Development,
Justice and Education. A representative from ADB will participate in the PSC meeting
as an observer.

The State Fund for Development of IDPs (SFDI) will act as the lmplementmg Agency
(IA). This agency was originally established by the Council. of Ministers as the IA for a
World Bank and GoAZ joint project aimed at improving the living standards of IDPs and
refugees through community-based social infrastructure projects and creation of new
employment opportunities through micro-finance programmes. SFD! has completed/is
currently implementing approximately U$150 million worth of projects with a further
U$150 million planned, including the present Sil project. Managed funds have come
from many agencies including the World Bank, the Azerbaijani State Oil Fund, UNDP,
UNHCR, the Azerbaijan Embassy in Turkey, the Greek Embassy in Azerbaijan and the

EX-4
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State. The Islamic Development Bank will be added to the list during 2005°. Under its
original World Bank funding of US$10 million, SFDI has implemented almost 200 IDP-
related social infrastructure and assistance sub-projects with a total value of
approximately $7.5 million and provided micro-finance to new businesses in the amount
of $2.1 million.

It is proposed that a Project Implementation and Management Unit (PIMU) be set up
under the SFDI, along with local Project Implementation Units at the regional town level.
The PIMU will:

e coordinate with other agencies concemed;

e carry out general project management and the supervision of detailed engineering
design, procurement, construction supervision;

prepare an overall implementation plan and annual budget; :

procure contractors for implementation of the physical works at the town level;
maintain financial accounts; ’

prepare quarterly progress reports, and a final project completion report;

organize M&E activities; and

direct activities under the social and commumty awareness programme.

Actual implementation of the Sl will be carried out in the project towns under the
technical supervision and guidance of a Local Project Implementation and Management
Unit (PIMU), staffed with qualified persons and headed by a Project Implementation
Officer (PI0). . The local units will be responsible for the day-to-day management and
implementation of the respective physical works carried out through the contractors, and
for preparing an annual development program and annual budget. A Town Advisory
Committee (i.e., a town-level version of the PSC) will be established in each town to
guide SliI implementation. As part of the overall counterpart funding, the local
municipalities (Baladnyas) are to provide land for the construction of the new apartment
buildings. :

The Govemnment will select and engage intemational consultants working in association
with domestic consultants to assist the PIMU under SCRI for project implementation and
management. The consuiltancy will be carried out mainly by domestic consultants,
requiring an estimated 16 person-months of international, and 112 person-months of
domestic, inputs and will be implemented over a period of three years, beginning in July
2006. Physical completion is expected by June 2009 and loan closing date on 31
December 2009. ltis proposed that a Re-Housing Commission be set up in each project
town, consisting of the local stakeholders of the host communities and local
representatives of the SCRI. The Commission would be responsible for reviewing the re-
housing strategy in light of the existing situation, and assist with the re-housing process
as it moves forward. The early formation of new Mahala Komitesis/Biock Committees
(or strengthening and registration of community groups that may already be functioning
within the IDP communities living in the schools who are being moved to the new
buildings) is essential to ensure the re-housed IDPs can fully benefit from their move,
and for the moving process to be implemented successfully.. Management of the

% Annex F provides details of activities completed by SFDI, along with the typical Micro-Project Implementation Cycle.

EX-5
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facilities will not only include ensuring the provision of services to the buildings, cleaning
of common areas ‘and external and internal maintenance, but also control of how the
buildings and the surrounding areas will be used.

4.3  Capacity Building (CB)

Capacity building (CB) initiatives related to the Sl will address several broad areas
including social mobilization, strategic planning, budgetary processes, financial
management, procurement and project monitoring. This report section provides
information on the capacity building activities that will take place during the life of the SlI.
CB activities will encompass three main categories; that is; human resource
development, organization development and infrastructure development. Details of
capacity building for the Sll can be found in Section 4 of the report.

50 SOCIAL INFRASTRUETURE FOR REGIONAL TOWNS (SIRT)

Design of the SIRT will be the primary focus of an upcommg, separately
contracted, phase of the PPTA.  lts primary- actwntues are discussed below

5.1 City/Regional Towns Development Strategies (CDS)

This work will, among others, include identification of up to e!ght regional towns
(including the three included in the SIi and development of community plans for these.
Utilizing, a highly participatory strategy, detailed long-range strategies and urban. plans
will be prepared for the towns, including identification of key infrastructural needs and
feasibility studies for.priority projects. Preliminary criteria for selec’non of the remaining
(up to) flve RTs are provided in Section 5 of the report. .

5.2 Somal Infrastructure lnve‘stments

High-priority infrastructural works identified through a needs assessment will be funded.
Such needs may fall under several different sub-project types, including -solid waste
management, road improvements, dramage rehabilitation, construction of community
centres, ‘elders’ and youths’ facilities, etc..

5.3 lnstitutiohq’l Arrangements for Implementation and Management

As noted in Section 3 of this Executive Summary, the operating environment at the local
governmental level into which the SIRT will be implemented carries with it a number of
issues. The proposed institutional structure for the SIRT must be considered as
preliminary. Much more. work on the ideal institutional framework . remains to be done
under a pending, separately contracted, second phase of this PPTA that encompasses
up to five additional towns. Thus, the following recommendations for the SIRT are
based on the assessment to date of local governmental/non-governmental capacity and
assumptions regardlng capacﬂy-bunldmg that will be undertaken (see Section 7):

The logical Executing Agency for the SIRT is the Ministry of Economic Development
(MOED). MOED was selected as the EA because of its roles in implementing the State
Programme on Social and Economic Development of the Regions (2004-2008)

. EX-6
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(SPSEDR), and the State Programme on Poverty Reduction and Economic
Development (SPPRED). As Section 2 of the report describes, the SPSEDR recognizes
individual needs of the regions as well as the importance of encouraging development
outside of Baku to address the current imbalance in economic activity. The SPSEDR
“places particular emphasis on: improvement of infrastructure and utility service supply
(water, sanitation, gas, electricity, roads) to regions; construction of social buildings;
harmonization of legislation and standards to enable membership in reputable
international organisations and economic unions; establishment of a land cadastre;
streamlining procedures for execution of property use and leasing rights; increasing
baladiiyas’ roles in managing infrastructure and utility services; and expanding the
public-private dialogue. These emphases coincide with many of the elements of a City
Development Strategy (CDS) as described above. :

The institutional structure that is recommended on a preliminary basis, to be refined in a
pending PPTA is briefly described below:

e An Inter-Ministerial Project Steering Committee (PSC) will be established at MOED.
with members drawn from Ministry of Finance, Ministry of Justice, and Ministry of
Education and State Commiittee for Refugees and IDPs. A representative from ADB
will participate in the PSC meeting as observer. The Minister of MOED will chair the
PSC;

~ e A Project Managemlent Unit (PMU) will be set up under the MOED within SPPRED.
"The PMU will:

- coordinate with other agencies concemed:;

- carry out general project management and the supervision of detailed
engineering design, procurement, construction supervision;

- prepare an overall implementation plan and annual budget

- procure -contractors for implementation of the physical works maintain financial
accounts;

- prepare quarterly progress reports, and a flnal project comple’uon report’

- organize monitoring and evaluation activities and activities under the social and :
community awareness programmes.

e A Project Implementation Unit (PIU) will be established at the RT level, headed by
the Mayor of the Baladiiyas/elected municipal council. Responsibilities will include
the carrying out of: detailed surveys, investigations and engineering designs of the
individual city components; tendering; evaluation of bids and awarding of contracts;
contract administration, supervision and quality control, monitoring of work carried
out by the contractors; certification of payments; conducting of public awareness
campaigns and participation programs; environmental assessment, compliance with
loan covenants; and preparation of monthly reports.

e Performance of the PIU will be monitored and guided by a Town Advisory
Committee (TAC) chaired by each city mayor. The committee members will include
representation from the LEA, Baladiiya (two elected municipal counselors including
one woman), and three citizens at large including private-sector business

=\ =
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representation. The Town Advreery\Commrttee will meet regularly, at least once
every three months to review ress and sort out local issues and pohcy matters

6.0 LOCAL INITIATIVES F CILTY (LIF)

The purpose of the Local Initiatives-F&cility (L¥F) is to enable comimunity groups (CGs)
- within the up to eight eligible regional towns (RTs) to select and |mplement the high-
priority social infrastructure . initiatives ‘that they themselves have selected through a
demand- and community-driven process to improve their well-being. Amelioration of
basic social infrastructure needs will raise living standards and alleviate. hardshrp,
thereby enabling CG beneficiaries to have increased energy to devote to other
productrve social and economic activities. Moreover, the building of CG capacity, which
is a fundamental and necessary Part of the LIF (see 5.6), will provide tools to enable |
CGs to undertake other positive community initiatives well beyond the duration of the
LIF. In addition to strengthening CGs, an underlyirig aim of the LIF is to provide
opportunities for development of productlve partnershrps and support between CGs and
their munrcrpal representatlves " ‘

It is important to-note that, although the primary focus of the first PPTA was on the Sl
and amelioration of the situation of IDPs, work related to the LIF, which éncompasses.all
stakeholders within regional towns, was also a focus of work under this first PPTA.
Because of the level of detail of work addressing the LIF, a full section (6) and Annex
(M) have been devoted toit. ,

The proposed structure of the LIF should be viewed as a prehmlnary model, to be
finalized in an upcoming PPTA phase of work. This early model may; or may not, be too
centralized and require scrutiny. and refinement, paiticularly as regard areas of project
management and accountability/monitoring. and evaluation measures. Suggestlons
regardrng some alternative management modéls worthy 'of consideration are described
“in Section 6 of the report, and recommendations provided, regardifig the direction of
future work to elaborate the. LlF :

The work undertaken to date defining the operatronalrzatlon of the LIF, covers the
following issues: -

‘Operating principles;
The typology of ‘sub-projects to be funded
Sub-project eligibility criteria;
' Mrnlmum/maxrmum sub-project size;
Demand management and the typologlcal mix of sub-prOJects
Community contnbutron
-Project management and lnstltutronal arrangements
Training and capacity-building;
Overview of the Community Project Implementatron Cycle (CPIC)
* Monitoring and transparency measures;
Capacity-building and training; and the
LIF investment strategy.

e o 06 o ¢ @ ¢ o o ¢ O O
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7.0 CAPACITY BUILDING AND INSITUTITONAL ISSUES AND
RECOMMENDATIONS

Section 7 of the report details current capacity within the three regional towns as far as
national and local governing capacities are concerned. lLegal, financial, planning and
human resource development issues that must be addressed are défined in this section.
Recommendations have been made regarding capacity building for the SIRT, the LIF,
and for improving local self govemance overall (see Section 7). Among the
recommendations pertaining to the SIRT and local governance are the following:

. Roles and responsibilities of the LEA and the Baladiiyas must be defined in the
interests of fransparency of decision making and public clarity as to who is
responsible for the range of local services.;

. An initiative should be included to support collection of taxes and other revenues
that fundamentally affect the ability of municipal government to function properly;

. Baseline mapping will be needed to provide a basis for planning and could/should |
ultimately encompass both a real estate and fiscal cadastre;

. LEAs should be supported to have stronger relationship with their constituencies
through  support in communications and incorporation of feedback from the
community into their activities; .

e Govemment entities (e.q. MOED) should be “enrolled’ in support efforts to get
- local NGOs registered,” -

. A programme should be developed to strengthen rental/other income generating
potential on municipal lands;

. MOED and LEA personnel should be a part of a highly participatory process to
identify high priority infrastructural needs of the comm_unity;

. A participatory monitoring, evaluation and reporting process should be instituted at
-the local level;

. .Agencies such as IFES, ARAN and GTZ which have been involved in municipal
strengthening, should be consuited dunng preparation of training modules to build
on eX[StIng strengths;

o Emphasns should be placed on a ‘leamning by doing’ approach in order to convert
- theoretical knowledge into practical application; :

. Linkages between the ‘parﬁcipating RTs’ LEAs and Baladiiyas should be
encouraged and enabled to promote transfer of ideas and increased .
communications and cooperation. ‘

A comprehensive series of training measures directed at all levels of stakeholder
participation are also included in Section 7.

—Nr o~
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Capacity building for the LIF will occur over the course of the seven steps of the
Community Project Implementation Cycle (CPIC — see Section 6). 1t will involve several
different forms of support, including: information and resource material preparation and
dissemination; meetings; workshops; individual and group training; “learning-by-doing”
and policy and planning processes, etc. Capacity-building and training will address. the
numerous subject areas required to enable LIF project implementation through all of the
Steps, including but not limited to: CG organization and management; paiticipation and
consultation; proposal writing: detailed sub- -project preparation; contracting and

procurement; MIS; finances/ bookkeeping; monhitoring and evaluation, operations and

maintenance, social and environmental impact assessment, etc.
8.0 INITIAL ENVIRONMENTAL EV—ALUATION (IEE)

All Sl and SIRT initiatives should be compliant with environmental assessment
procedures of both the ADB (for Project Loans) and the Government of Azerbaijan. In
general, it can ‘be stated that the projéct will have a net positive impact on the
environment by improving the quality of life of the targeted IDP communities,
developing existing urban areas, and mmgatlng all potential negative lmpacts

9.0 SOCIAL AND POVERTY ASSESSMENT

A Poverty and Social A‘ssessment (PSA) has been cartied out with a focus on the Sli
. and the Local Initiatives Facility (LIF), as required under the Terms of Reference of this
first PPTA. Additional social assessment work will be required at a later date related to
the Social Infrastructure for Regional Towns (SIRT).

Flndmgs of the PSA are that the Sli and/or the LIF will:

o dlrectly benefit some 814 IDP households (3500—4000 persons) hvmg in secondary
schools, who are virtually all living in poverty and in some of the worst conditions
the country;

. - resultin lmproved health for all of the beneficiaries (targeted IDPs and students);

° reduce stress on the medical facnhtles and serwces and assomated costs;

° improve safety as occupied buildings are generally in very poor condition and
present many hazards to residents and students, including flooded basements,
pest infestations and many fire hazards related to poor electrical systems, etc..

) improved educatton for thousands of students;

. have direct and indirect employment and income benefits;

° strengthen local government authorities through associated capacity-building

initiatives, associated infrastructural improvements, creation of employment
opportunities and promotion of new economic development and investment:

EX-10
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. produce many positive benefits to the local communities at large through the LIF
by enabling local CG groups to develop and implement a wide variety of smaller-
scale projects such as building rehabilitation, infrastructure repairs, improvements
to health and educational facilities, development of community facilities such as
elders' houses, youth centres, etc..

. contribute to Azerbaijan’s realization of Millennium Development Goals (MDGs) as
- follows:

- Goal 1: Eradicate Extreme Poverty: Project will help to reduce extreme
poverty by moving IDPs to liveable accommodations;

- Goal 2: Achieve universal primary education: Project will contribute immensely
to educational improvements by vacating the schools of IDPs and refurbishing t
them for educational use;

- Goal 3: Promote Gender Equality: Project will assist large numbers of female-
headed households to acquire new housing, and include a Gender Equity Plan to
ensure women are involved in project at all stages;

- Goals 4,56: Reduce Child Mortality, 'lmprove Maternal Health and Combat |
Disease: Project will provide improved health conditions for mothers, children
and others among targeted population;

- Goal 7: Ensure Environmental Sustainability: The project will be carried out in
accordance with national and ADB-accepted standards.

10.0 PROJECT COST AND FINANCING PLAN |

The total PPTA implementation cost (Sll, SIRT, LIF and CBLG) is estimated at .~
$49.300 million equivalent. The foreign exchange cost is estimated at $10.457 .
million, or about 21.2% of the total cost, including $0.760 million for interest

- charge. The local currency cost is estimated at $38.844 million equivalent, or
about 78.8% of the total cost, including duties and taxes of about $4.045 million.
Table 10-5 summarizes the total estimated project costs.

Table EX-1: Project Cost Estimates ($ million)

Activity Foreign Local Total Percent
Exchange | Currency Cost
A. | Base Cost®

‘ Social Infrastructure for Internally Displace: 1.789 6.501 8.290 20.0
Persons :
Social Infrastructure for Regional Towns 4.250 14.831 | 110.081 46.0%
Local Initiative Facility Fund ' 0.000 4.000 4.000 10.6%
Capacity Building for Local Government
1. SCRI/SFDI 0.120 0.080 0.200 - 0.5
2. Local Governments ) ; 0.320 0.480 0.800 | 1.9
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Subtotal ' , 0.440- ~ 0560 | 1.000 2.4
vlmplementa’uon Assistance '
1. Consulting Services . .
a. Social Infrastructure for IDPs: ' 0.348 0.347 1 0.695 1.7
b. Social Infrastructure for Regional Towns [ 1.015 0.771 1.786 4.3
2. Incremental Administration . ‘
a. Social Infrastructure for IDPs ‘ 0.110 . 0.332 ; 0.442 1.1
b. Social Infrastructure for Regional Towns 0.268 | = 1.878 2.145 5.2
Subtotal ' 1.740 3.328 5.069 12.2%
_____Subtotal (A) . 8.220 | 210.220 | 37.440 90.2%
B | Taxes and Duties 4 . 0.0004 4,045 4.045 10.8%
C | Total Base Cost (mcludmg taxes) ' 8220 33265 41.485 100.0
D | Contingencies . R R
1. Physical ° L o ~ 0.696 2,613 | 3.310 8.0
2. Price® - 0781  2965| 3.746 10.0
Subtotal (D) 1.477 | 5.579 7.056 17.0
E | Iinterest Charge o 0.760 , 0.760 1.8
~ Total® , , | 10457 | 38.843| 49300 118.8

11.0 PROJECT PERFORMANCE MANAGEMENT SYSTEM (PPMS)

The Project Performance Management System generates 'critical management
information for project managers. to enable them to determine if the project is achieving
its expected outputs and’ objectives; and if not, allows them' suffi CIent tlme to take
remedial action. It is an intégral part of project management

Both the project Executing Agencies and the Implementing Agencies have existing
management information systems that will be utilizéd by the project to ¢oilect information
related to the outputs and objectives indicators. The IAs will employ a participatory
approach to involve the Mahalas and’ commiunity’ groups, as well as, in some cases, the
general citizenry of the selected towns. It is common practice in Azerbaijan for such
agencies to collect data and report on a-monthly basis. This-process will be used to
provide information to project management and for a quarterly summary by the EAs in
progress reports to ADB. During the project inception period, project:management (with
the assistance of a monitoring and evaluation specialist, via the PIMU for the Sli, and the
PIU for the SIRT) will determine what additional data is required to be collected by the
Baladiiyas MIS. Currently much of the information collected, and the resulting monthly
reports, are done manually at the Baladiiya level. Capacity will. be developed at both the
EA and IA levels not only to ensure that the appropriate quality and quantity.of data is
collected for the project, but that it is computerized as well. This will involve
computerizing the existing MIS’s at'each level. :

One of the main monitoring tools for ADB is the Joint Annual Review (JAR). During the
JAR, ADB staff (and consultants as needed) and the Project Steering. Committee
members form a team that reviews progress to date, participates in the PSC meeting
(that takes place once a year to coincide with the JAR), approves the EAs’ work plans,
and carries out field visits to observe, first hand, progress of the project. The product of

: : EX-12
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the JAR is an Aide Memoire outlining an evaluation of progress and recommending any
additional or corrective action that may be required of project management.

There will be three evaluations carried out related to the results of the S, including mid-
term, end-of-project and impact evaluations.

It is recommended that an international financial monitor be assigned to carry out
periodic (e.g., bi-annual) audits the project as it is implemented, to ensure transparency
and proper expenditures of funds. The project's PPMS is illustrated in Table 11-1 of
Section 11. ' ' :

—\s 4
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1.0

1.1

INTRODUCTION

Project Background and Purpose

in August, 2004, the Asian Development Bank (ADB) undertook a fact-finding
mission to Azerbaijan during which discussions were held, among others, with the
State Committee for Refugees and Internally Displaced Persons (SCRI), the
Ministry of Economic Development (MOED), its State Programme for Poverty
Reduction and Economic Development (SPPRED) Secretariat and other
government and development agencies. Visits were also made to a number of
regional towns.

The ADB’s Technical Assistance Report of December 2004 identified, as a top

priority of the Government of Azerbaijan (GoAZ), the reduction of hardships of up
to one million intemally displaced persons (IDPs) and other vuinerable groups who
had been forced to leave their homes during the Armenia-Azerbaijan conflict of
1988-1994. This first priority was consistent with the ADB’s Country Strategy and
Programme Update for 2004-2006. The ADB had aiready begun its assistance to
IDPs through a pilot project in Mingachevir in 2002. ‘ :

In 2001, Azerbaijan became a signatory to the Council of Europe’s Charter on
Local Governance. At this time, another important govemment commitment and -
priority became establishment of decentralised and democratic local self-
govemment. Realization of progress on this second goal would both serve to
strengthen links with Europe and fo support regional towns to meet their future
economic and social needs through a strengthened local governmental structure
and implementation of specific infrastructural improvements. This second priority
was also identified as an area of common interest between the ADB and the
GoAZ. : ’

At the request of the GoAZ, the ADB contracted a Technical Assistance (TA) team
in March of 2005 to advance the first of these two priorities by undertaking a
Project Preparation Technical Assistance (PPTA) to prepare an economically and

institutionally viable “Social Infrastructure for Internally Displaced Persons = -

(IDPs) and Vulnerable Populations” (SlI} investment project. The aim of the
PPTA, as articulated in the Terms of Reference, was: -

“To improve access to basic sodial infrastructure for vuinerable segments of
the population, including IDPs, while simultaneously building the capacity of
local governments and community groups to identify their priorities, plan

* strategically, and strengthen service quality and coverage. This will help
provide a sustainable foundation for economic development in the country’s
secondary towns.” '

" It was decided that regional towns should be selected as the focus for this project,

given the fact that considerable efforts are already underway in the country’s
capital of Baku and in rural areas through other programmes and loans, and
because a focus on regional towns would also. support the govemment’s priority of
strengthening local self-government. To avoid diffusing the impact of the SlI over
too large an area, it was decided that three regional towns be selected as the
focus for the $12.7 million project.

1

ADB TAR:AZE 36014, Dec. 2004. (Annex A)
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1.2

Shortly after inception of work on the PPTA, in April 2005, the GoAZ and the ADB
agreed to increase the total project amount to $49.3 million. The additional $36.6
million will directly address the second government priority of strengthening local
governmental planning, management and implementation, through investments in
social infrastructure (*Social Infrastructure for Regional Towns), creation of a
community-based infrastructure ' initiative (Local Initiatives Facility) and capacity
building (CBLG) in up to eight regional towns. “The project loan is expected to be
between $36-$40 million, the balance being contributed by the GoAz.

Overview of The F”roject '

The Project consists of four components, each of which is briefly described below:

1. Social },l’nfrast(uétUre for lnté'r_nally Displaced Persons ‘ahd Vulnerable
Populations (SH): Specific activities, addressed by this PPTA, (see Section
4) include: ‘ ' ‘ ,

» Social infrastructure investments for IDPs and Vulnerable Populations will
enable specific improvements to be made that have been identified as a result
of the needs assessment undertaken as part of this PPTA. A first task under
the Sll was to select three regional towns with large populations of IDPs and
vulnerable populations on which to focus a series of initial social infrastructure
improvements (Mingechevir, Barda and Sumgayit were selected - see map

.Figure 1-1); .

* Institutional arrangements for implementation and management will
address how, and by whom, social infrastructure investments are to be carried
out; and

- e Capacity building will respond to néeds and provide funding and staffing related

to institutional strengthening/capacity building to implement the SIl. This
activity will also provide a stronger platform for design and impiémentation of

- the SIRT (see below). The focus will be on building ‘capacity within local

government institutions and community groups.

2. Social Infrastructure for Regional Towns (SIRT - see Section 5), the full
details of which will.be elaborated in a pending PPTA consulting contract, will
provide funding to up to eight regional towns {including the three participating
under the Sll), for the following - types of interventions,  building upon the
activities defined above for the Sli: ' ‘ _

® Citleegibnal Towns Development Strategies (CDS) will invelve the

“preparation of detailed community plans that will guide the development of the

regional towns for many years into the future. The plans will, among others,
identify key infrastructural needs in a highly participatory manner, ‘as well as
implementation of feasibility studies for these identified needs;

e Social Infrastructure Investments will fund implementation of the high-
. priority infrastructural needs in the eight regional towns. Such needs could fall

5
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1.3

1.4

under many different sub-project types, including solid waste management,
road improvements, drainage rehabilitation, construction of community centres,
etc.; and

 Institutional Arrangements for Implementation and Management will
define how, and by whom, the SIRT will be carried out.

3. Local Initiatives Facility (LIF) (see Section 6), elaborated to some extent
during the first phase of the PPTA work (see Section 6), will be further refined
and expanded in a pending PPTA contract. it seeks to enable community
groups (CGs) within eligible regional towns to select and implement the high-
priority social infrastructure initiatives that they themselves have selected
through a demand- and community-driven process.

4. Capacity-building for Local Government and Other Organizations (CBLG)
(see Section 7) will be required to strengthen those parncupatmg in
implementation of the SIRT.

While components of the same loan, these activities are different in a number of
respects and are therefore discussed individually: The Sll, for example, focuses
on IDPs and vulnerable populations in three regional towns, while the aim of the
SIRT is to improve planning and infrastructure for the entire population of up to
eight regional towns. The Sl will also require a different Executing Agency,
implementation structure and capacity-building plan than the SIRT. The LIF is
also discussed in its own section because of the focus, scale, and institutional and
operational framework that makes it different from the other activities of the SIRT.
Capacity building for the SIRT and LIF are discussed in a separate section to
better illustrate the functional linkages between the SIRT and LIF with respect to
the strengthening activities that are proposed.

As the additional towns and sub-project investments for the SIRT and LIF cannot
been defined within the scope of this initial PPTA, all of the detailed feasibility
studies and related social impact, environment, training, capacity building, and
financial and economic analyses for the SIRT are not included in this report.
These will be addressed in a pending phase. While some order-of-magnitude -
costs and other data are presented, and the basic framework for LIF has been
prepared, more detailed work will be undertaken during the second phase of the
PPTA’s elaboration. '

Project Framework

A Logical Framework Analysis (LFA) was carried out and a Project Framework -
was prepared, as appended to this report (Annex E).

PPTA Team, Methodology and Activities to Date

The PPTA has been prepared by Blackstone Corporation Resource
Management Consultants Inc. (Canada) in association with GHK International
(UK), Habico (Canada), and Sinergetics and Sulaco of Baku, Azerbaijan. The

. team included intemational and local specialists in institutional strengthening,

=~
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urban planning, social sciences, environmental assessment, engmeerrng, financial
analysis, and monitoring and evaluation, among others.

The PPTA was carried out as described in the Terms of Reference included as

~ Annex A 'to this report The study methodology involved a hrghly partrupatory
approach. It included iterative visits to the regional towns under study and

- consultations (i.e., key informant interviews; gender-disaggregated focus groups;
in-depth household case studies) with over 200 stakeholders, including national
and local government, non-governmental orgamzatlons (NGOs) community-based
organizations (CBOs), and many IDPs and other community members regarding
key social infrastructure and institutional strengthening needs. The study process
also included detailed review of the considerable body of secondary source
materials that are available as a result of the work of the GoAZ, the donor
community and the many humanitarian agencies that have been active in the
country for several years (AnnexY)..

PPTA milestones have included the followrng

Pro;ect moblhsatlon ‘and rapxd appralsal of IDPs and vulnerable
.. populations’ needs; April 7-17, 2005; . . :
~,SumeSS|on of Inception Report, 18 April 2005;
Submission of Draft interim Report, 30 May 2005,
Submission of Final Interim Report; 15 June 2005
Submission of Draft Project Qutline, 5 July 2005; -
Submission of Final Project Qutline; 12 July 2005
Tripartite Meeting, 6 July-2005; : .
Stakeholder Workshop, 20 July 2005;

First Draft Report 7 August 2005;

Final Draft Report October 2005;

Final Report December 2005.

15  Report Format

The report has been organized into the followmg sections, with Annexes
attached

2.0 Problem Definition and Socio-Economic Context
3.0 Institutional, Policy and Legal Context
4.0 Social Infrastructure for IDPs and Vulnerable Populations (SII)
5.0 Social Infrastructure for Regional Towns (SIR'D
6.0 Local Initiative: Facmty (LIF)
7.0 Capacity Building
8.0 Initial Environmental Evaluation (IEE)
9.0 Social and Poverty Assessment
10.0 Project Cost and Financing Plan
11.0 Project Performance Management System (PPMS).
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2.0

2.1

PROBLEM DEFINITION AND SOCIC-ECONOMIC CONTEXT

The need for the Project as defined in Section 1 is urgent. Social infrastructure in

Azerbaijan has been deteriorating for many years, as a result of war, the influx of
IDPs, economic collapse and many other factors. This section describes the
socio-economic context for the Project, followed by a discussion of the
institutional and legal/regulatory setting that currently exists.

Historical Overview

After regaining its independence from the Soviet Union in 1991, Azerbaijan, like

so many other former Soviet states, began the difficult transition towards a
market-based economy. In the early 1990s, state-owned enterprises, which had
employed millions of people but which had lost the largely guaranteed markets
that had existed under the centralized, directive-driven economy of the Soviet
regime, underwent widespread closure and/or downsizing causing massive
unemployment, poverty and the emigration of labour.

These difficult times were further exacerbated by the armed conflict with Armenia
that occurred between 1988 and 1994 that resulted in the occupation by Armenia
of over 20% of some of the most productive territory of Azerbaijan, including the
enclave of Nagorno Karabakh (3%) and seven adjacent regions (17%), and the
influx of over one million refugees and internally displaced persons (IDPs) to the
unoccupied regions of Azerbaijan. As one source has noted, “Azerbaijan may
have the largest proportions of displaced people per capita of any country in the
worid.. every tenth person is a refugee from the conflict with Armenia.”

Between 1990 and 1995, Azerbaijan’s GDP fell by 60%.® Protracted decline was
observed in all sectors of the economy amid hyperinflation and high budget

~ deficits. In response, the administration undertook economic reforms to create

macroeconomic stability and to create an improved environment for foreign
investment and support, resulting, in 1996, in the first signs of positive economic
growth. - The govemment signed multi-million dollar contract with the world’s
major oil companies to capitalize on the sizeable but mostly untapped off-shore
oil resources of the Caspian Sea. Fuelled by development of the oil sector, the

~ economy has boomed. GDP growth has averaged about 10% since 2000 and is

expected to slightly pick up in the coming years:

Table 2-1: Macroeconomic Overview, 2001-2005

2001 2002 2003 2004 2005°
Population (000)" 1 8081 {8,141 18202 |8,265 8,347
GDP, bin AzZM 26,619 | 29,602 35,053 41,872 | 49,010
GDP, bin USD 57 . 6.0 7.2 8.5 9.9
GDP per capita, USD 702 755 878 1,039 1,236
GDP growth, % . 9.9 1106 11.2 10.2 16.5
Govemment revenues, bin AzZM : 3,919 4 551 6,127 | 7,408 8,798

De Waal Thomas. Black Garden: Axmema and Azerbaijan through Peace apd War. (New York University Press, 2003)
p-2 18.
‘www.eia.doe. gov/emeu/cabs/aze:bjaaa_tﬂ:ml

5

Government of Azerbaijan-ADB » ' Blackstone/GHK




Final Report December 2005

Azerbaijan Social Infrastructure

Public deficit, % of GDP

-0.4

1-0.4.

101

’ s —:0;8

0.02

Poverty rate °

149

146.7

447

140.9

Na

Sources: State Commlttee on Stanstlcs International Monetary Fund, MOED.

1. At the begmmng of the year

2. Annualized based on the first sxx months_

3. Miriistry of Eccnomic: Development

Export and lmport volumes mostly oil- related have expanded faster than GDP.
GDP grew by 10.2% in 2004 and is expected to grow at 14.5% in 2005, rising
further to 19.0% in 2006 and 22. 0% in 2007:

Table 2-2: Macroeconomlc Project'lons,-2005-2007

o 12005 | 2006 | 2007
GDP growth, % |145 [190 [220
Investment/GDP, % 350 [30.0 [300
Inflation, % 5.5 45 4.0
Money supply growth, % 1310 {350 |[380
Public deficit/GDP, % { -1.1 1-1.0 -1.0

Source Adopted from Asxan Development Outlook 2005 ADB"

Investments in the ACG oil fields and the Baku Thilisi Ceyhan (BTC) pipeline
have driven and will contiriue to drive the economic growth in the oil sector with
spillovers to other mdustnes Of the various economlc sectors, construction has
grown the fastest, havrng benefited from oil séctor lnvestments from a building
boom in the)‘oapltal and from foreign-funded infrastructure projects. It has more
than quad'r'upled in'size during the last'3" years Desplte agrlculture s importance

~'as an employment provider (accountlng for nearly 40% of total’ employment) it

contrlbutes only roughly 6% of the GDP growth Non-oﬂ industries’ are showing
signs of recovery, (metallurgy, agro-processing, textlles and chemlcal) However,
since Foreign Direct Investment (FDI) is oil- bound and the mvestment climate is
unfavourable among others because of perceived corruptlon bureaucracy and
poor physical mfrastmcture the growth in these sectors may not be long-lasting.
The strong economic pen‘ormance has been accompamed by stable exchange
rates and low inflation. The National Bank is targetmg an lnflatlon rate of. 5% in
2005 and 2-3% in the followrng years.

Notwrthstandlng the economic boom described above, a recent Progress Report,
produced by the State Programme on Poverty Reduction and ‘Economic
Development (SPPRED), notes that at least 44.7% of Azerbaijanis continue to
live below the absolute poverty line.* The conflict and the difficult transition to a
market economy have taken a particularly serious toll not only on IDPs/refugees
~ but also 6n non-IDP “host” populations, particularly in regional towns. In this

regard, some regional towns -experienced an (in some cases) massive influx of

internally displaced persons and refugees at the same time their Iocal economies
. were collapsmg and local jobs were disappearing.

Republic of Azerbaijan. State Programme on Poverty Reduction and Economic Development (SPPRED)
Progress Report 2003/2004 (Baku, 2005) p.32.
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To address the needs of IDPs, international support from donor and humanitarian
agencies began in the 1990s and came to involve, between 1998-2003, an
estimated 26 international NGOs and 16 national NGOs. However, as of 2005,
relief programmes aimed at alleviation of the suffering of IDPs and refugees are
downsizing or, in many instances, phasing out, their support. The multi-year $56 .
million Azerbaijan Humanitarian Assistance Programme (AHAP) programme of
USAID/Mercy Corps will end shortly and will leave a big gap. Save the Children
is also down-sizing its presence, as is World Vision. Various key informants
have noted the decline in assistance in recent years, particularly in regional
towns.

2.2 IDPs, Non-IDPs and Poverty — An Overview’
Azerbaijah’s IDP population consists of the following:

e 60,000 Azerbaijanis driven from Nagomo Karabakh;
s 600,000 Azerbaijanis driven from the seven adjacent occupied regions;
o 100,000 Azerbaijanis forced to leave other territories adjacent to Armenia.

Refugees include:

* 250,000 Azerbaijani residents of Armenia forced to leave;
» 50,000 Mesketians exiled from Central Asia in 1990;
e 11, 000 seeking asylum from other countries.

Whereas most registered refugees from Armenia have been permanently settled-
and integrated with the local population, IDPs still live in concentrated groups in
58 districts. The highest concentration is in Baku (26%), followed by Fizuli (8%),
Barda (8.5%) and Sumgayit (7.7%). With the exception of some 21% who have
settled with relatives and 8.2% who were settled in houses built with the help of
donor organisations and by State Committee for Refugees and IDPs (SCRY), the
majority (almost 70%) of IDPs still live In highly unsatisfactory accommodations
with insufficient access to water and sanitation facilities. Currently about 12.6%
are housed in temporary structures (tent camps, dugout houses, unfinished
constructions, railway cars) while the remainder live in public buildings (13.5%),

educational institutions (6.6%), dormitories (14%), health centres (4.4%), farms
(10.3%) and illegally occupied apartments (4.1%)°.

According to a three-year State Programme on Poverty Reduction and Economic f
Development (SPPRED), some 63% of IDPs were living in poverty in 2001, and }
70% were unemployed.” It found that health problems were a particular concern
among IDPs. In its recent Progress Report, the SPPRED Secretariat notes that
while IDPs living m poverty fell to 50% in 2003, they remain one of the most
vulnerable groups..®

See report section on Social and Poverty Assessment, which provides additional economic information.
The statistics in this paragraph is derived from the Annual Report 2003 of the State Programme on Poverty
o Reduction and Economic Development.

! Republic of Azerbajjan. State Programme on Poverty Reduction and Economic Development (SPPRED) 2003.

@ ca

o
~

Republic of Azerbajjan. State Programme on Poverty Reduction and Economic Development (SPPRED)
Progress Report 2003/2004 (Baku, 2005), p.35.
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2.3

A ‘Living Standard Survey’ conducted in 2003 by the Statistical Institute of the
Azerbaijan Republic (SIAR) covered 1,014 households in the  areas densely
settled by IDPs in four regions. The Survey used random probability sampling
methodology. Barda was one of the regions included with a'sample size of 269. It
revealed. that 80.7%. of households were unemployed. Most, or 52.1% of

households, were 'dependent on extemnal aid. Only 7.9% had'personal earnings

and 36.6% reported dependency on aid supplemented by pérsonal earnings. As
shall be discussed:later, in the context of the Social Infrastructure for IDPs and
Vulnerable Populations (Sll), consultations undertaken during fieldwork confirm
the extremely high rate of unemployment and often desperate circumstances of
IDPs. '

While humanitarian aid has largely focused on IDPs, it is clear from consultations
with government, donor and humanitarian agencies and the people themselves,
that many non-IDP residents are ifi need of assistance. The SPPRED reports
indicate: that almost half of the entire population lived at or below the poverty line
in 2001, and-that in 2003 the total was only slightly less at 44.7%.°

An important coniribution to the analysis of poverty in Azerbaijan has been a
recently published Food Security and Nutrition Survey by the World Food
Programme'®. Among its findings (supported by anectdotal information by the
Study Team) is that nearly. 20% of sampled non-/DP households were headed by
women, and an additional one-third by an .elderly person (over 60 years old).
Forty per cent of the households had a chronically ill person, at least half of whom
were the heads of households. Just.over 20% had at least one member who was
disabled, .one-third. of ‘them-»beingheajds. of households''.. Malnutrition. was also

- found to be a serious issue; one suffered not just-by: IDPs; who have received a
food subsidy ($6.1 U.S. per-person per month) but by many local residents who

have had no access to food aid but who have had to. cope with unemployment
and support of the aged; young-and ill. persons in their households. The line
between IDPs and local residents as far as poverty and vulnerability are
concerned has blurred to a very large degree; -such that the population as a whole

. can be considered as largely vulnerable, particularly. in regional towns where, as

discussed below, the benefits of an economic boom have not been felt.
Demography and Urban/Rural Differences

Demographic trends are key to an understanding of socio-economic life in

- Azerbaijan. The total population as of 2004 was 8.265 million. Since 1990, a

total of roughly 250,000 people have come to the country, while, officiaily, some
432,000 have left, although this latter figure is likely much higher as many
migrants do not use legal ch‘annels.12 While the rate of out-migration has fallen
in recent years, there continues to be a higher rate of out, as compared to in-
migration.”  Anecdotal information gained during PPTA consultations indicated

10
L

12

Republic of Azerbaijah. State Programime on Poverty Reduction and Econornic Development (SPPRED) 2003,
p. 7, and Progress Report 2003/2004 (Baku, 2005) p.33: : .
World Food Programme. Food Security and Nutrition Survey (Feb., 2005),

- Ibid. Exectutive Summary, p.1. N
Republic of Azerbaijan. State Programme on Poverty Reduction and Economic Development (SPPRED) 2003,

p. 7. and Progres$ Repoft 2003/2004 (Baku, 2005) p.24.. )

Ibid.
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that many of those who have left were young men searching for work to support
themselves and/or their families.

Since 1990, the shamp decline in the birth rate (from 26.3 births/1,000 in 1990 to
14/1,000 in 2003) has led to the aging of the population such that the share of
older people is growing and the proportion of young people declining. At the
same time, the proportion of people of working age has increased from 56.8% in
1999 to 64.2% in 2004." Reflecting these trends, one of the main' problems
found to face families interviewed as part of the PPTA was the difficulty of the
working population to find jobs to support their family members who often
included aged and young. dependants. :

While official data indicate that the proportion of urban population actually fell,
(from 54.2% in 1990 to 50.7% in 2003"), it also identifies a recent reversal of this
trend, as in 2003 there was a increase in the proportion of Azerbaijanis living in
urban centres.'®  Other sources (e.g. USAID and the United Nations) have
estimated that the urban:rural ratio is closer to 60:40. ¥ Baku, which has received
many of the economic benefits of oil revenues, currently contains approximately
38% of the country’s total urban, and 20% of the entire country’s population.'®
Some of the factors/events possibly contributing to the lower than likely true

estimates of urban populatlon include the following:

. 750 000 IDPs moved from largely rural settings into urban areas during the
Armenian conflict. They remain officially registered in their points of origin and,
consequently, do not show up in urban statistics. The younger generation is
growing up in urban areas;

e 250,000 refugees resrde pnman!y in urban centres, but are not part of official
statistics;

 Between 1 and 2 million workers, many of them rural, are living and working in
Russia but remain in Azerbaijan’s rural statistics;

* Many other economic migrants have moved into the greater Baku- Sumgayit
region to seek employment, but remain offi craily registered in their rural
homes; :

e The armed conflict saw the out-migration of a significant number of
Armenians, most of whom had resided in Baku, thereby contributing to a
reduction in the urban, vis-a-vis- the rural proportion of the overall population,

e Over the past fifteen years, agricultural markets were lost and rural
infrastructure (e.g. drainage and irrigation) ill-maintained, undermining the

14

15

16

17

. Republic of Azerbajjan. State Programme on Poverty Reduction and Economic Development (SPPRED)

Progress Report 2003/2004 (Baku, 2005) pp. 23-24.

Republic of Azerbaijan. State Programme on Poverty Reduction and Economic Development (SPPRED) 2003
p. 7. and Progress Report 2003/2004 (Baku, 2005) p24...

Ibid.

www.makingcitieswork org/files/ pdfie-europe—ceniral-asia/Azerbaijan.pdf and www.unhabitat.org/habrdd/ .

. conditions/westasia/azerbali.htm

Derived from: Cities Alliance: Cities Without Shums Application Form {February)
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sustainability of rural households and inducing some household members to
migrate to urban centres in search of work..

How. the benefits of economic growth have been distributed in terms of income
and real living standards (not measured by income, but by quality of life) remains
Iargely understudied. The recent SPPRED Progress Report has indicated that it
is difficult to get an accurate estimate of inequality in the country and that there is
a need to expand and deepen the data and analytical base.'® Nevertheless, it is
clear that a significant disparity exists between Baku and regional towns where
the benefits of the oil and gas-fuelled -economic boom have yet to reach. Virtually
all of these regional towns saw their industries close or downsize with the collapse
of the Soviet Union causing severe unemployment. The situation was
exacerbated by the influx of IDPs which had the effect, among others, of
worsening the unemployment crisis and: placing incréased pressure on already :
aging and rnadequate Sovxet—era socraI mfrastruc’rure ;

in recogmtlon among others,. of the need to reduce the disparity between Baku
and the remaining urban centres, and of its commiitments under the council of
Europe’'s Charter on Local Governance (see Séction 1), the Govérnment of
Azerbaijan commiitted itself, in 2001, to decentralization and to the transformation
from a highly centralized: dec:s:on—makmg . appdratus to one that exhibits
strengthened local self-governance and economic self-reliance. In 2003, the
GoAZ initiated a State Program on Social-Economic Developmient of Reglons for
2004-2008 that establishes a decentralization plan aimed, among others, at
stimulating economic -development, . improving mfrastructure .and . utilities and
promoting renewal of the country’s regions.- Progress towards decentralization
has been slowed by lack of capacity at the local level, lack of a history of
entrepreneurship and -of self-governance, weak local economies, an aging
infrastructural base and an underlying disempowerment of local resident and [DP
populations awaiting satisfactory resolution of the Nagormo-Karabakh conflict.

24  GoAZinternational/National A‘g_en"cies’ Activities to Address Key Issues

It is important, as a context, to recognize the recent/on-going work of various
agencies to address issues of relevance to areas covered. under this PPTA, to
promote cooperation and avoid duplrca’uon of effort. The following Table and
discussion briefly summarize areas of effort and interest. A more detailed
description can be found in Annex C.

Table 2-3: Selected GoAZ and International Agency Activities in Azerbaijan

Agency IDPsIRefugees Regional Rural Local Self
‘ Towns Developm Government/C
' Infrastructure ent ivil Society
GoAZ v v v v
ADB v v v
World Bank v ‘ o v
19 State Programme for Poverty-Reduction. and Economic Development, Progress Report (2003).p. 36. 10
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USAID v , - . ' v
GTZ

Council of v
Europe ‘

\

Mercy Corps 4

UNHCR v

- UNDP ' v v
World Food v |
Programme

Int. Migration v
Org.

Norwegian v
. Refugee
Council

IFES o | : v
OSCE |

Save the v S ' 4
Children* :

Oxfam/ARAN | - v
World Vision* v |
CHF* Vv

\

*Programme Ending or Significantly Downsizing

~ 2.41 IDPs/Refugees and Vulnerable Groups

Mény agencies have contributed funds and programming to alleviate the suffering
of IDPs, refugees and other vulnerable groups, among the largest contributors
being: : ‘ '

e The GoAZ (through the State Committee for Refugees and IDPs - SCRI, the
State Oil Fund - SOFAR, and the Sccial Fund for Development of IDPs —
SFDI). By Its Presidentail Decree #298 of 2004, the govemment has
committed to move all IDPs living in tent camps, “Finnish” settlements and
railway cars to new housing. However, as noted in Section 2.1, the housing
problem has not been solved. The situation of many IDPs remains dire, in
terms of inadequate housing and poverty;

"« World Bank, through its major contributions to SFDI, first in 1999 ($10 million)
“and most recently, in 2005, through its Economic Development Support -
project ($11.5mittion); ‘

4.4
Vi
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e USAID, which funded Mercy Corps to oversee a seven-year $56 million
Azerbaijan Humanitarian Assistance Programme (AHAP), and which utilized
the services, among others, of World Vision, Save the Children, World Vision,
the Community Housing Foundation (CHF) and the Intemnational Migration
Organization;

o ADB, which funded a pilot IDP housing project in Mingechevir in 2002;

¢ Norwegian Refugee Council, which has undertaken highly effective
rehabilitation of dormitories and other temporary housing.

2.4.2 Regional Towns Infrastructure

Under a pending Cities Alliance initiative, the ADB and UNDP will assist the SPPRED
Secretariat of the Ministry of Economic Development to develop and refine City and
Regional Development Strategies in three regional towns (Ganja, Sheki and:
Mingechevir). It will address economic and environmental infrastructure
development needs and improvements to labour market and social services, regional
linkages, etc. The ADB is also funding a feasibility study for the funding of a
highway linking different parts of Azerbaijan.

The other major Regional Towns initiative identified is the one proposed under the
PPTA thatis the subject of this report. There appears to be no overlap with other
agencies’ initiatives and is consistent with the State Programme on Socio-Economic
Development of Regions mentioned in Section 2.3. | |

2.4.3 Rural Development

The most significant programme to stimulate rural development and agricutture is the
World Bank-funded Azerbaijan Rural Investment Project (AZRIP). Its objective will
be to fund micro-projects that improve economic and social infrastructure throughout
Azerbaijan’s rural area. The model for AZRIP is highly community- and demand-
-driven and has provided a useful context for the preliminary design of the Local

Initiatives Fund (LIF), as discussed later in this report.
2.44 Local Self-Goverament/Civil V‘Sc'.)cive"ty'StrengtheningIDEGentraliZation

As Table 2-3 indicayt'es, there are several agencies involved in strengthening local
government and civil society. These activities are discussed in the next section

which focuses on the institutional context, and in Annex C.

, ‘ . 12
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3.0

3.1

INSTITUTIONAL, POLICY AND LEGAL CONTEXT FOR PROVISION OF
SOCIAL INFRASTRUCTURE SERVICES IN REGIONAL TOWNS AND FOR
ASSISTANCE TO IDPS

This section presents an analysis of the current institutional, policy and legal
context within which provision of social infrastructure occurs in regional towns in
Azerbaijan. Gaps and issues associated with the current
institutional/legal/regulatory/policy framework are also highlighted. It should be
noted that a separate analysis of the specific institutional situations and issues
found in each of the three regional towns selected to date to participate in the
Project are provided later in this report, as are recommendations regarding
potential solutions to issues identified in this section. It is also recommended

‘that Annex G - Section 4 be referred to for elaboration of the legal context

and its implications.
The Formal Institutional, Legal and Policy Context

Under the Constitution of Azerbaijan of 1995, the highest executive authority is
the President, who, among others: appoints the Prime Minister (Article 118); can
sign or not sign bills sent to him by the legislature/parliament (Article 110);
selects his Cabinet of Ministers who are heads of executive power at the central
level (Article 114); and appoints the heads of local executive power bodies, or
Local Executive Authorities (LEAs) (Article 124). Under Article 124, the
President determines “the limits of authority of the local executive power bodies”.
These central and local executive authorities are, in tum, charged with
implementing the state’s economic and social programmes and policies (Article

- 119). The LEAs oversee such implementation in each of Azerbaijan’s 66 rayons
. (districts) and eleven cities. In addition, the President can create State

committees and other entities to undertake special projects. The State
Committee for Refugees and IDPS (SCRI) would be one example of this.

Section 1V, Chapter IX of the Constitution of 1995 enshrined local self
government and mandated formation of municipalities through elections within
two years (i.e. by 1997), but it was not until 18389 that, with the introduction of
municipal elections, a new level of government was added at the local level as

- some 2,673 municipalities {Baladifyas) were created and over 22,000 officials

were elected.”®  Figure 3-1 provides an overview of the resulting national and

local government structures.

Establishment of local self-government in Azerbaijan has raised complicated
issues regarding the relationship between the executive and municipal branches
of govemment as far as division of decision-making, areas of responsibilities and
funding are concemed. It has created conditions where there are essentially two
parallel governmental entities operating at the local level, one appointed and the
other elected. As shall be discussed further below, the Constitution does not
explicitly indicate whether the concept of municipalities is founded on the
principle of decentralization of state authority or on the principle of local
autonomy.

20

h Mamedova, Meriban etal. Local Government in Azerbafian. P.5.
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In order to better understand these issues and their implications for the PTPA a
brief review of the legal and policy framework is provided below.

Under Article 144 of the Constitution, municipalities are given the following
rang'e of authorit‘y'

e Elections of the chalrman ofa munmpahty hts depuhes permanent and other
commissions;

: Estabhshment of local taxes and duties;
Approval ¢f a local budget and reports on its rmplementatron
Possession of municipal property, use and disposal thereof:
Acceptance and implementation of local programmes of social protection and
social development, economic development and eco]ogical programmes.

Article 144 also notes that “[M]umcrpahtres may be given additional authontles of
legislative and executive power. To implement these authorities, respective
financing is requ1red Implementation . of, such authorities will be controlled
respectively by legislative and executive power bodles This latter clause infers
that municipalities could undertake umplementatlon of work beyond their defined

. mandate, but such |mplementatron wou]d be overseen by the executive and

o ,Ieglslatwe branches of govéemment. . Under Arficle 148, [L]egal protection of
municipalities, compensation of additional expendrtures resulted from decisions
made by state bodies are guaranteed” xndrcatrng that any costs associated with
transfer of responsibility from the" executive branch to munlcrpalrtres should be
covered by the executrve authority.

In July, 1999, the Law on the Status of Mumcnpalltles (see Annex D) was

passed into law, provndlng a fuller picture of the GoAZ’s vision of local self

government As discussed below, this Law, while providing clanflcatlon also
mtroduces a number of interesting issues. Among others, the Law:

o Defines local self-government as *a non- govermnment system” (Artrcle 1): The
Jlaw lndlcates that “municipalities. and their bodies are not included in the
system of state bodies. State bodies and state ofﬂcrals are. not permitted to
lmplement local self—government (Artlcle 14.4). “Munrcrpal bodles — elected

~or other bodies [are] not.included in the system of state bodies” (Article 2.2)
‘As arecent report21 undertaken for USAID elaborates:

‘[municipalities] are not technically registered as government
organizations. . They are part of a parallel structure in whrch the excom
[local executive authority] represents the govemment and - municipal
council represents the commumty They therefore formally fall within the
purview of ‘non-governmental organizations”, even though they are
bodies of government with the ability to conduct some activities usually
associated with government, such as collecting taxes.”

2 Management Systems International. Azerbaijan Civil Society Sector Assessment. (Jan. 11, 2005) p.7.
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Thus, under the law, local self-government is, as one source® has described,
a one-tier system whereby municipalities are not part of public authorities.
They are not a local extension of a comprehensive national, regional and local
governmental continuum of authonty, but rather an entity unto itself, under the
law; :

Defines a municipality’s primary role to be the addressing of “local issues™ A .
municipality is “a form of local self-govermment within a territory defined by the
Law. A Municipality has its own property, local budget and elective self-
government bodies and it resolves important local issues...” (Article 2.1)

Further defines the realm of areas of local interest/responsibility of
municipalities (Articles 4.2, 5.1 and 6.1) to include:

.- local social programmes which are not mentioned in the state’s social

development programmes or issues. Areas of interest include:
education; health; culture; buildings’ maintenance and maintenance of
sanitary services; organisation, development and maintenance of local
water supply and sewage; construction and maintenance of locally
significant roads; organisation of local transport and communication
services; and development of local infrastructure;

- local economic development programmes, which must not “interfere

with the state’s implementation and functions®, but which possibly
includes agriculture industry, communications and transport, and more
efficient use of property given by the state;

- local ecological programmes not mentioned in state programmes,
possibly including municipal clean-ups, waste coilection and recycling;
protection of water and air from poliution, and joint ecological measures in
conjunction with neighbouring municipalities.

Provides for deve!opment of associations of municipalities;

Enables ownership of “municipal property” which may be used, leased,
privatised/sold;

Enables municipalities to establish businesses tc generate revenues.

In December, 1999, the Law on the Basis of Municipal Finance was passed,
setting out means by which local self-government can sustain itself financially.
The Law defines the sources of municipal finance and principles of its usage,
the basis for local budget processes and powers of Baladiiyas, and cooperation
with relevant Executive Authority Bodies. Sources and expenditures of municipal
finance are regulated by the Constitution of the Azerbaijan Republic. The law -
establishes the independence of local Baladiiya budgets as separate from State
budgets and from State interference or responsibility (Article 4.1). The local
budget is a financial resource created and used for realization of self-governance

22

Aslanov, Aidyn M. Present State of Local Self Government in Azerbaiien and Trends of Reforms. (2003).
Section 3.3 .
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principles in accordance with the status of Baladiiyas and the implementation of
powers « defined by the Constitution and Laws of the Azerbaijan Republic.
Provision is made, however, for Baladiiyas to receive subsidies or subventions
from the  State when réquired to: make up revenue shortfalls for undertaking
planned programmes, assuming State resources are available, or when
Baladiiyas incurs costs at the request of the State. The law gives Baladiiyas the
right to establish a bank account and to borrow funds from barks and other credit
institutions. The Baladiiyas are also required to report budgéts and their
implementation to the public. It is important to note that the law also makes
provision for the transition from State tax collection to Baladiiyas tax collection®,
he law also defines the economic basis of municipal finance as including:
municipal -property; municipal fands®*: local budget and off-budget funds; and
municipal activity in production, services and other economic activities. Thus, for
the most part, Baladiiyas rely on intemally generated income to fund their
operations: Potential revenue sources, ‘as detailed in the Law on Municipal
Finance (Article 7) include; - :

1. Local Taxes. -
¢ Landtax from individuals -
e Property tax from individuals -
-e  Taxes (royalties) from construction material mining opérations on municipal
lands

2. Service Fees ‘
» Advertising on public property .
» Parking fees ‘ : :
e Tourism tax - hotels, sanatorium, resorts

3. Land™~ ‘rer‘iii/"ieai’ée ‘of municipal land

4. lncéfne (profit) from municipally owned enterprises

5. Subsidy from s‘taté budget

6. Comperis;’ation fr"om state to cover state—mandated a‘c‘tiyities

Rules for calculation, payment and rebating of local taxes are defined in the Tax
Legislation, 2005. Baladilyas have thé authority to select the local taxes and
duties and decide their rates with in the prescribed minimum and maximum rates
by a two-third-majority vote. On the basis of an arrangement with the state tax
collection authoriti€’s, effective August 2000, Baladiiyas are mardated to. collect
land arid property taxes. ' ‘ ‘

The payers of land tax are the physical persons and enterprises that own or use
land plots (Article 204). Whereds the physical persons pay land tax to the
Baladiiya, enterprisés pay the tax to the-state taxation department. The base for

- The vast majority (Some report as high as 98%) of potential local tax is collected by the LEA rather than the
Baladiiyas, and full State and public recognition of the Baladiiyas is still absent
4. The Law on Land Tax (1996) regulates calculation and payment of the land tax. it is calculated depending on
the purpose of use, the area, geographical location and quality of land. It is determined by midltiplying land
quality points (established for each cadastral pricing district) by 300 manats.
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the tax is the land area. The base is low, calculated in accordance with the rate
determined based on percentages of a conventional financial unit. The base for
the levy of property tax is the valuation of the property (apartment/buildings)
determined by the executive administration (Cabinet of Ministers) and updated
(there is no provision for updating on a periodic basis). The prescribed tax rate IS
0.1% of the property value with an initial exemption of AzM27.5 million ($5, 500)%.
The tax on property owned by the individual is collected by the Baladiiyas. Taxes
on all other properties are collected by the state. An additional basic exemption
from tax is allowed to a select category of persons, mainly national and war

" heroes, winners of gallantry awards, widows of war hero etc. The value of the
property for tax is ascertained based on the cost of construction in the year of its
construction, updated for additions/modification carried out from time to time.
There is no tax buoyancy, as the value remains constant over the years.

With respect to mining tax royaities, physical entities and enterprises extracting
the minerals from subsurface strata of the earth are covered. Baladiiyas are
permitted to collect tax on construction materials (e.g. mortar sand, crushed stone, |
ceramide clays) at AzM27.5 m3 of extraction. Tax on all other exiraction is
collected by the state.

Service fees include fees from advertising on public property tourism tax (hotels,
resorts) and parking fees.

As far as land rental fees are concemed, revenue is possible from a variety of
sources in this category including such things as small shops and tea houses
located on municipal lands. In practice, many simply refuse to pay, while the rents
charged to others are so low as to be not worth the effort. A tea shop may pay $2-
5 per month, an amount far out of proportion with the value of where they are and
what they generate. Some Baladiiyas are, in effect, increasing the rent on these
operations by making individual entities responsible for landscape maintenance
around their facilities.

Though the State budget for 2003 envisaged allocating subsidies of AzZM25 billion
to Baladiiyas, they received only AzM5 billion. This amount is being reduced, and
Baladiiyas report not receiving even the small amounts due to them. In 2005,
subsidies ofAzM10 billion were allocated. The standard state transfer is based on
a simple per capita calculation, although special requests for additional funding
can be made. The record of receiving either of these is poor. In order the receive .
subsidies from the state budget, the Baladiiyas are expected to comply with certain
procedures and to provide audited statements. Most of the budgetary allocations
remain undisbursed due to the non-fulfitment of the requirements, thereby failing to
capitalise on the opportunity to obtain subsidies.

~ Baladiiyas were able to collect a vehicle property tax. This revenue source was
recently withdrawn and the collection transferred to the State.

AN deated Law on Budgetary System was adopted in 2002, a move that was
considered urgently needed to replace the obsolete law of the late 1990s. One of

% To illustrate: the annual tax on a property wih valuation at AzM100 milion is AzM72,500 ($14.5)
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the reasons cited”® for the need for the new law was the decentralization of power
to municipalities  and the inadequacy of the earier law to: specifically deal with
municipal budgets. Under this new law, municipalities are recognized as fully self-
governing entities that are responsible for preparing, approvrng and executing their
own budgets, provided that they can do so from their own revenue resources. If
they seek subsides from the State, then they become subject to the government’s
procedures and priorities for t“ inancing. Sources of ‘money. fo finance
deficits/gaps"ifi municipal budgets are restricted to subventions from the state.
Municipalities do not have the right to issue securities to finance shortages in their
budgets (Artrcle 11. 14) As the source noted

“Wlthout thvs clanty, the mumclpalltres could set the I!mrts of thelr budget deﬂcnt
based on their own'goals, which sometimes run'counter to the central government.
Converting the liabilities of local self-government bodies into cash is a serious
threat to a single' monetary policy steered by the National Ban‘k of Azerbaijan 28

[n January, 2000, the Law on Terrrtones and Lands of- Mumcnpahtles and the

- Law On Transferrmg Assets to Municipal Property were enacted ‘establishing

mechanisms for identifying and transferring municipal’ property ‘from the State to
municipalities. LEAs and the State Land Committee were required to implement
the Laws but “the timetable for preparation and ‘handmg over of documents and
lands is to be defined by the relevant executive authority” (Article 2, Law on

Territories and Lands of Municipalities).

In 2001, Azerbauan became a member of the Council of Europe making a series
of commltments with' specmc deadlines in order to meet" European standards as
regards legrslatlon and' conventrons and practicé. One of thése commitments was
to ‘move  towards  conformity'“with’ the European Charter’ of Local Self-
Government:' Thé' Charter Preamble cites' the values of local self—government
among them: :

o “Local authorities are one of the main foundations of any democratic regime”;

e “Th& existence of local authorities with real respon3|b|I|tres ‘can provide an
adininistration which'is both effective and dose to the citizen”; :

‘® “Safeguardrng and remforcement of local self—govemment .is an important

~ contribution to.. .the pnncrples of democracy and decentralrsatnon of power.”

e “This entails the existence of local authontles endowed with democratically
constituted decision-making bodies and possessrng a wide degree of autonomy
with regard to their responsibilities...and the resources required for their
fulfilment.”

The Charter sets out the standards that must be met by signatories in a set of
eighteen Articles, a selection of which are cited below:

B

B8 Y

Open Society Institute Public Finance Monitoring Centre. Moving Towards Budget Transparency: Improvements
in Azerbaijan’s Budget Laws. (2004) p.6.
Azerbaijan Public Investment Policy and Efficiency Project Statement of Work, p. 3.
tbid. p.11. . .
Council of Europe. European Charter of Local Self-government. Strasbourg. 15 October, 1985,
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“Local self-government denotes the right and the ability of local authorities...to
regulate and manage a substantial share of public affairs under their own
responsibility...”(Article 3.1);

“Powers given to local authorities shall normally be full and exdusiVe. They
may not be undermined or limited by another, central or regional, authority
except as provided for by the law” (Article 4.4); :

“Administrative supervision of local authorities shall be exercised in such a
way as to ensure that the intervention of the controliing authority is kept in
proportion to the importance of the interests which it is intended to protect”;
(Article 8.3) :

“Local authorities shall be entitled, within national economic policy, to

- adequate financial resources of their own...” (Article 9.1);

“the financial systems on. which resources available to local authorities are

based shall be of a sufficiently diversified and buoyant nature to enable them
to keep pace...with the real evolution of the cost of carrying out the tasks”;
(Article 9.4) :

Local authorities shall be entitled, in exercising their powers, to co-operate
and, within the framework of the law, to form consortia with other local
authorities...” (Article 10.1); '

- Since that time, the GoAZ has undertaken a number of policy and other iegxslatlve

actions® that reflect its efforts to elaborate municipal roles and functioning:

The State Programme for Poverty Reduction 'and Economic Development
(SPPRED) prepared by the SPPRED Secretariat within the Ministry of
Economic Development identifies decentralization and the creation of
municipalities as an important that can contribute to poverty reduction “by

_improving allocation of resources at the local level, promoting regional

development and allowing local communities to participate more actively in
decision making...the municipalities can also playan important role in targeting
assistance to the poor...prepare proposals on social and economic policy
issues which would have an effect on improving living standards in their
locality...”"

The State Programme on Social-Economic Development of Regions for 2004-
2008 prepared by the Ministry of Economic Development cites as one of its
objectives, “lncreasmg mumczpalmes role in managmg the infrastructure and
utility service facilities™?

30

31

32

These other initiatives include the passing of laws further defining municipal functions. These include: Model
Municipal charter; Law on Municipal Service; Law on Local Referenda;

SPPRED Secretariat. State Programme for Poveriy Reduction and Fconomic Development (2003). Pp. 16 &
104.

Ministry of Economic Development. State Programine on Social-Economic Development of Regions for 2004~
2008 (2004) p.31.
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3.2

3.3

Organizational Structure of Municipal Government -

In 1999, a law was passéd defining the component parts of a sample “Charter of a
Municipality” and setting out a process by which to determine the organizational
structure. This is further elaborated by the above-described Law on the Status of

“Municipalities and the Law on Municipal Service such that:

e Unlike LEAs (see below), municipal councillors must reside in the territories
they represent. This requirement should bring with it a high level of
understanding of local issues and tacitly carries with it the weight of peer
pressure to perform responsibly; :

* A meeting is convened of all elected municipal officials within the municipality
to approve an organisational structure/ the Municipal Charter:

* An Executive body/office of the municipality, 'co:hsisting of people first elected
by the people and then elected by the elected municipal representatives
themselves: o .

- elect their Chairperson (Mayor) and Deputy Chair (for a period determined
by the “municipal decision”);

- create offices, departments/other structural units to implement
programmes related to social; economic and ecological issues;

- prepare the budget, plans and programmes for submission to the body of
elected municipal officials for approval; A '

- implement decisions;

- manage municipal property; o

-~ implement other powers given to the municipality;

» Staff, or “municipal officials” who comprise a “municipal service” are hired by
the municipality to oversee various municipal. commitments. Under the
legislation, 'they are not under direct subordination to the elected municipal
body and may not be dismissed at the end of elected officials’ terms of office;

° Muﬁicip‘al officials are elected for a period of five years.
Structure and Functions of Lécal Executive Authorities

As noted earlier, LEAs are part of the executive of go‘vemmén‘t, answering
directly to the President, and are charged with implementing state programmes
- at the local level.

The organizational structure of the LEA roughly parallels that of the State
government to which it reports. Typically, it has a Head, appointed by the
President, one or two Deputies, and a series of local departments representing a
series of national level ministries. Each Department may have from two to ten -
employees to carry out such local responsibilities as tax collection, health,
education, infrastructure, social development, economic development; law,
planning/architecture and construction, and public affairs/community relations.
. Within a Rayon or District which includes urban and rural areas, there is a

20
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3.4

hierarchy of LEAs including full-scale commitiees at the district and city level and
representatives at the village and settlement levels.

LEAs are generally recognized by the population as the main local government
power, as they have the majority of local resources and are a familiar form of
State administration dating back to pre-Independence times. LEAs collect local
revenues, which are then passed to the State with a portion (plus subvention)
returned. Actual budget preparation is carried out by the nearest office of the
Ministry of Finance. Local revenues are generated through taxation of
commercial and industrial entities while residential taxation falls to the
municipality.  Financial resources of the typical LEA far exceed those of its
parallel Municipal Authority by factors ranging from ten to 100 times. Barda
municipal representatives, for example, estimate that they receive 2% of tax
revenue and the LEA, 98%.

LEAs may or may not reside in, or be from, the geographic area they are
managing. Consequently, members of the LEA may have varying levels of
understandlng of local issues

Figure 3-2 graphically depicts the LEA and municipal government structures
(see figures in Annex G for examples of typical LEA structures.)

Formal Mechanisms Enabling Community Members’ Participation in Local
Decision-Making '

There is considerable opportunity for local peopie to involve themselves in the
decisions of their locally elected govemment, via the following means:

» Referenda: A referendum on any issue within the scope of municipal powers
can be undertaken at the request of at least 10% of eligible voters;

e Proposals: Proposals can be presented before open councils;

o . Appeals: Citizens, individually or as a group, have a n’ght to appeal to
municipalities, who must respond within one month to such an appeal;

e Public access: Annual budgets are openly available to all for scrutihy public
meetings are held, thereby prov;dlng considerable opportunity for c:ommunlty
participation;

« Building Associations or “Mahala Komitesi”: Residential building associations
can be formed within a Municipality. They are voluntary associations
established at the initiative of local citizens and encompass a building or
several buildings. = To form, such Mahalas must be registered at the
Municipality. Their primary function is to work in cooperation with the
municipality to improve social infrastructure and assist in developing initiatives
to improve their members’ lives through self-goveming decision-making
processes. Municipalities must answer the comments, proposals or petitions
submitted by the Mahala within a month;

A
<
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3.5

* NGO formation: The GoAZ has signed commitments with the Organization for
Security and Cooperation in Europe (OSCE) that guarantees the freedom of
association. As such, formation of local non-governmental organizations is
permitted. NGOs are an nmportant part of civil socrety~bund|ng

Actual Performance .of Locai Levels of Govemment Assessment of
Overlap/Other Impediments to Service Delivery

In a recent evaluation of Azerbaijan’s progress in meéeting its Council of Europe
commitments, progress on stréngthening of local democracy has been scored as

“low”.® Based on field'observations and consultations and on'secondary sources

it is clear that there are a number of barriérsfissues that are lmpedlng realization
of the type of local self-goveriment envisaged under the Council of Europe, and
that may have implications for implementation of the Project being prepared under
thls PPTA These i issues are briefly dlscussed below:

. A legislatively ambiguous mandate: Mumc:pa!rtles responsrbmtles under
the law in the areas of social, economic and ecological programming are
those that are not undertaken by, or that do not interfere with, the executive
branch of government. Since the executive branch and the LEAs had been
providing all services prior té formation of local self—govemment it is uncertain
what, exactly, is the realm of municipal responsibility. Local self governmental
in AZerbaijan is not part of & continuum of authority from naﬂonal to regional to
local levels, but rather, is an entity which must function in parallel with
powerful and established LEAs appointed dlrectly by the Pres:dent As a
recent analysrs has concluded

[T]here is stlll no clear def'nltlon of the role and functions of the
“municipalities’ and fio clanty betweén: the" alithority of the municipalities
and-that' of thé' localexecutive bodies and’ o clear definition of their
relationship with the central government agencies” **

The dual government structures at the local level place Azerbaijan in conflict with

 the standards set out by the Council of Europe (see 3.1, above), which state that.

“llocal self government] powers. shall normally be full and exclusive”.

-OQverlap in authority/service provision: This issue is closely linked with the
issue -raised above. Table 3-1 on the following page depicts the division of
responsibilities by government level and shows the considerable overlap of
functions.  Since state authorities are responsible for almost every service and
programme and receive  considerable budgetary allocations accordingly
(amounts generally derived on a per. capita basis), almost any issue that a
municipality takes on is bound to overlap/conflict with the local executive
authority. As one source has noted:

' “The powers and responsibilities of Azerbauans municipalities are very
limited, failing to account for any substantral share of public affalrs as

34

ITAD. Evaluation of the South Caucasus European Commlssron/Counctl of Europe Joint Programme. (Feb.
2005) p. 37.

Weitz Center for Development Studies. Needs Assessment of Municipal Services Development: Azerbaijan,
{funded by: OSCE; USAID; GTZ; IFES; Eurasia Foundation) Feb. 2005, p.16..
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stipulated in the European Charter of Local Self government. Moreover,
these powers are neither full nor exclusive; in fact all municipal duties are
discharged merely as backup tc or under the supervision of the devolved
authorities.” * ' '

Table 3-1: Responsibilitiés by Administrative Tier

FUNCTIONS . MUNICIPALITIE DISTRICTS/CITIE CENTRAL/STAT
S ) E .

EDUCATION
Pre-school Y vV
Primary vV \/
Secondary N N
Technical V
SOCIAL WELFARE
Nurseries V _ _ V
Kindergartens v , : v
Welfare homes
Personal v W
services for
elderly/handica
pped
HEALTH SERVICES .
Firstaid *f | , \/
Health services. v . 2 , \l
Hospitals v : ' v
Public héalth

. CULTURE, LEISURE, SPORTS
Theatres i v
Museums v +
Libraries v N
Parks v v v
Sports v + RN
ECONOMIC SERVICES _
Water supply v , ‘ : \I |

' Sewage N _ N

% Ibid. p. 18. _
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Electricity _ v : : V
Gas Y » N
District heating V v '
ENVIRONMENT/SANITATION o 4

Waste - v _ "

collection .

Waste disposall v N

Street cleaning v v

Cemeteries v v

Environmental v v N
protection

URBAN DEVELOPMENT

Town Planning A : R
Regional v
construction

Local Economic .+ \
Development '
Tourism v ‘ o
GENERAL ADMINISTRATION

State v Y

administrative

duties (electoral

register);

Local Police v
Fire brigades '
Civil Defense +
Consumer v ' v V

Protection

Source: Mamedova, Meriban, et al. “Local Government in Azerbéi_jan. Table 7-A

¢ Inadequacy of municipal financial resources: While the range of activities that
could, potentially, under existing law, be placed under the auspices of
municipalities is considerable (e.g. local infrastructure, including transportation,
utilities, waste management, etc.), the financial modalltles provided to local self-
government essentially preclude anything but a minimum lmplementatlon
capacity. This limited capacity stems from the following causes: :

- Land and property taxes represent the largest potential source of revenue.
However, tax collection has been difficult due to recalcitrance in tax

' R : , 24
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payments®® and the generally high level of poverty in most communities
which makes collection even more problematic and risks making
municipalities unpopular. With regard to property tax, no clear property
assessment procedures are in place and such that many owners refuse to
pay. Municipalities were previously able to collect a vehicle property tax,
but this revenue source was recently withdrawn and transferred to the
State. Overall, the tax base is insufficient to enable municipalities to carmry
out any major programming. Analyses have shown that municipal budgets
tend to be only 3%-10% of their corresponding LEA budget. As the Council
of Europe has noted, “the financial independence and tax-raising capacity
of municipalities in Azerbaijan is very limited; the only revenue available to
most municipalities comes from non-lucrative local taxes and charges.™’

Land rental revenue is possible from a variety of sources such as small
shops and tea houses located on municipal lands. However lessees are
unable to pay, while the rents charged to others are so low as to be not
worth the collection effort.

Subsidies/transfers from centrax government to local municipalities have
actually been decreasrng

Official transfer and registration of municipal lands, a requirement of LEAS

‘under the law, is not progressing as rapidly as planned. Moreover,

because lands for transfer to municipalities are generally defined as land
that is neither state-owned nor private, much of this property is either
undesirable or residential land that generates little revenue but requires
heavy maintenance. In other cases, LEAs have completed private sales or
leases of land before they could be officially transferred, thereby captunng
the profits for themselves. As one source has noted:

“According to the Law on Land Reform, thirty-three percent of lands
belong to the municipalities... By presidential decree...the appropriate
state administration bodies were to determine municipal lands and
transfer them within two months. This was accomplished in the majority
of municipalities with the exception of major cities [where] the state
administration bodies are reluctant to relinquish lands that generate high
profits. In many cases, local administration heads had already illegally
leased under long-term contract many of the lands later designated for
municipalities. Lands that are actually transferred to municipalities are
‘ usually unfit for use or of disputable ownership.™

To supplement their himited revenue base, many municipalities are
randomly selling land to cover expenses without benefit of a long-term

36

37

38 -

38

Barda managed to raise a total of 70% of &ts intended revenue in 2004 and only 30% of their theoretical land
and property taxes. Mingachevir collected about 20% of its due land tax and no property tax

Weitz Center for Developrment Studies. Meeds Assessment of Municipal Services Development: Azerbaijan.
(funded by: OSCE; USAID; GTZ; IFES; Eurasia Foundation) p. 10.

State government transfers are Emited at present and reported 1o be 0% of oial municipal revenue for
Sumgayit, 13% for Mingacheviz, but almost 37% for Barda. Closer questioning on Mingachevir's 2004 budget
revealed, however, that whie a State subsidy was shown as actual revenue, it had not been received.

Mamedova, Meriban et al. Local Government in Azerbaljan p.13.
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municipal development plan, the analysis of future land requirements, or a
serious cost-benefit analysis beyond the immediate need for cash;

- Unilateral devolution of responsibilities from LEAs to municipalities has not
always been accompanied by fundrng, thereby exacerbatmg the problem of
‘ revenue shortage
Again, Councrl of E'urope standards have not been met regarding provision of
adequate financing to local self-govemment. In its absence, there is a very real
problem of municipalities being seen by their constituents as ineffectual and
Iackrng the stature and mplementatron abrhty of LEAs

Unilateral Devolution of Responsibility to Municipalities: It is the State’s
mandate’ to maintain infrastructure. However, the LEAS are so lacking in funds
that they have begun to devolve responsibility for certain works to municipalities,
even without' an official directive:*® - For example, the inability of the LEA-
controlled “Zhek” organizations to maintain residential infrastriicture (solid waste
management, building maintenance, etc) has resulted in local residents
organizing themselves into. Mahalla Komitesi (see above) and registering
themselves with municipalities, thereby giving the latter some level of incipient
responsibility over building maintenance. However, as noted above,

: municipalities ‘lack of the funds to’ undertake ‘any infrastructural works beyond

such small undertakings aspublic clean-ups, provision of garbage bins, public
parks mainteniance, etc.. Devolution of responsibility, under the Law on the
Status of Munlcrpalmes would requrre ‘that any transfer of responsibility be
accompanred by adequate fundmg, *

Barriers ‘to" autonomy There is an° lmportant question' as to the underlying
context/raison d'étre for local self-governmeént in Azerbaijan. Under the Council of
Europe Charter, local self government is seen as both contributing to
decentralisation - (bringing decision-making closest to those who have a stake in
the outcome) and to building autonoemy. In the case of Azerbaijan, existence of a
parallel local executive govemment structure de facfo precludes autonomy of
local self gévernment over local matters. If the aim were local autonomy, it is

‘Irkely that the executive brarich would have, as its policy, the transfer of authority

and associated funding to municipalities. However, the trend has been for state
subsrdres/transfers to' municipalities to- actually decreasé. Under the Constitution,

" the legislative - (parhamentary) and judicial branches aré subordinate to the
‘executive branch.” As one ‘'source has noted, “[Ujnder these circumstances,

Parliament is not in a position to adopt legislation that empowers municipal
government, to act independently, that is, potentially counter to state

- administration interests. Similarly, the judicial branch cannot provrde adequate

legal protection when municipal rights are violated” '

Municipalities’ “Non-governmental” status: Municipalites’ power and
autonomy are undercut by the wording within the Constitution and associated
legislation which characterize “local self-government” as “non-govemmental”.

40

Welti Center for Deve!opment Studies. Needs Assessmerit of Municipal Services Development: Azerbajjan.
(funded by: OSCE; USAID; GTZ; IFES; Eurasia Foundation) Feb. 2005, p.25. )

Mamedova, Meriban et al. Local Government in Azerbaijan. p. 17.
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" Therefore, while LEAs are mandated and funded to undertake work prescribed by

the President and the executive branch of govemment, the municipality is non-
governmental and can only undertake works that do not conflict or interfere with
the more powerful and financially well endowed “governmental” entities. The
Council of Europe framework calls for municipzalities to function under the law as
governmental bodies;

« Unfavourable conditiocns for long-term planning: Because of the effects of the
issues raised above, municipalities operate in an environment of considerable
uncertainty regarding their budgets and responsibilities over the longer term;

« Inadequate human resource capacity: Municipal councillors and staff, in order
to carry out their work, require skills in many areas, among them the following:
short, medium and long-term strategic planning; management; budget preparation
and oversight; taxation and tax collection methods; fund raising; property
oversight/ management; communications; community outreach; dispute

_resolution; project preparation, etc. Because local self-government is in its very
early stages of development and because of its limited financial resources, its.
human resource capacity has been found to be generally weak and inadequate to

. meet the needs listed above* While various organizations have implemented

_training programmes (see Section 3.6 below), discussions with these
organizations, and with the personnel of municipalities themselves, indicate that
there is a considerable need for more capacity-building and training. These
needs are discussed in a later section of this report; '

- LEAs are also typically more experienced in project implementation having the
benefit of years of experience and access to greater financial and human
resources. However, LEAs lack experience and in public consultation,
transparency and community mobilisation, as these were not strong elements of
‘the former Soviet system from which the LEAs have emerged. Capamty-buﬂdmg
needs associated with LEAs are discussed later in this report '

e Lack of budgetary oversight: One of the gaps and main problem related to
municipalities involves the management of municipal revenues. - As one analyst
has noted in an assessment of Azerbajjan’s municipalities®™

- Municipal expenditures are not specific and adjusted to total revenues;

- The spending of municipal budgets is vuinerable to subjective views of
o municipal members and is not based on relevant norms and regulations;

- Subsidies and subventions from the central budgets are not spent for
specific purposes; '

- There is a danger of abuse of fiscal discipliné and violation of the
principles of transparency of budgets;

2 A recent GTZ report (2004} has found that councll members, mayors and community heads often lack

experience and are poorly irformed of their duties and responsibifities.

Aslanov, Aldyn. Present State of Local Sejf-government in Azerbaijan and Trends of Refoms. (2003) Sec. 5.1.
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There is a lack of a mechanism to ensure coordination of budget
expendrtures or settiement of possable conflicts; :

Municipalities’ budgetary indicators and economic development
programmes are not verified,; : '

The mechanism for lmplemen':atron of pnncrples of admrnlstratlve control
is in its infancy. ‘ :

Lack of a National Association andlor Executwe Mumstry for Local Self
Government: There is no national association of municipalities or a Ministry of
Local Self-Government within the executive branch to charmipion and ‘defend the
interests of municipalities. As a recent ministerial conferenicé on local governance
organlzed among: others by the Council of Europe posed:

‘A frequent reason -given for the delay in transfemng competences and
résources, even when the legislation is in ‘place, is the inability of local
authorrtres to mange such responsibilities.  Where are the trained staff to do
the work? How well do'the national associations help local authorities
strengthen their own capacities to deliver good public services? How well do
national associations stand up for strong ‘local government in the riational

- debate?...there is too little" inter~municipal - cooperatron ‘this detracts from

finding solutions to key development issues:"*

Another source notes that in the context of Azerbaijan:

" “Oftentimes ' decisions taken by central authoritiés are dissonant with the

interests of local self-'g’ovemzment bodies. Interests of municipalities are not
taken - into account in pr panng decisions that have a bearing on
munuupalmes and there are no ways to do $0. ThIS often leads to6 conflict
srtuaﬂons

Weak Civil Society: The findings of a recent evaluation of Azerbaijan’s ability to

meet the local self government standards of the Council of Europe centre out the

weakness of civil society, the adverse impact of such weakness on realization of
- self governance goals and the need to place greater attention on this weakness:

“Under the JP [Joint Programme] an attempt has been made fo address
the mainly underdeveioped and marginalized problems of state-society
relationships and to create the lega‘l and institutional base for self-
governance. The main problem is that there is-very limited opportunity
for establishing a civil society in the European sense. Capacity building to
move this process forward has taken place, although due to the
weakness of the NGO sector in Azerbaijan, it is very dependent on donor
grants. In our view, this component needs to be given a higher priority,
as any reforms of legislation in terms of compatibility with European

44

Council of Europe. Effective Dernocratic Governance st Local'and Regional Level. (Proceedings of the South-
Eastern Europe Regional Ministerial Conference, October, 2004) p:

Aslanov, Aidyn. Present State of Local Self-government in Azerbaijan and Trends of Refoms. (2003) Sec. 3.4.
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standards will not have any real effect if civil soc;ety rema/ns undeveloped
“and unable to demand and support the reforms.™

The recent analysis of Azerbaijan’s “civil society sector” undertaken by USAID
is consistent with observations of the PPTA team. Among others, it concludes
that:

- If civil society is taken to mean local NGOs, cépacity is low and the NGO
» community faces serious obstacles in the form of government imposition
of legal barriers and adverse tax policy; :

- Nevertheless, the local NGO sector has substantial untapped potential,
that is, many have been trained through donor and other funding, are
under-utilized and would be able to take on broader responsibilities;

. There are still other groups who are not on the donor community’s

recipient lists, many of these located outside of Baku and many of them
not registered who represent additional, though currently inaccessible
potential;

- Looking beyond NGOs to take into account other forms of citizen action,
another very promising sector emerges, that of mobilized communities, or
active community groups who are reaching out to their local municipal
councils and to local NGOs. The block communities, or mahala
komitesi’s would be included in this group. It was noted that:

“All municipal councillors with whom the team spoke emphasized
the utility to the municipality of such groups...”they are our eyes
and ears in the community...By the same token, municipalities
appear noticeably weaker in areas where there has been no
community development activity. Interlocutors in unmobilized
areas told the team that their municipal councils were even less
clear about their roles...."disabled organizations™...In a similar
vein, a 2003 study found that unmobilized communities
experienced lower voter tumout for municipal elections, lower
levels of popular trust in municipal councils, and a greater
perception that municipal officials were selected by excoms
[LEAs].™®

Impediments to NGO formation: Associated with the point discussed above,
registration of NGOs has been almost at a standstill over the past few years, as
documented by the OSCE and USAID in separate initiatives. The Ministry of
Justice has not processed applications which technically must be accepted or
rejected within 40 days. The OSCE identified the many barriers/tactics used to
slow or reject applications and concluded, among others, that “its current practical

. implementation is clearly not favourable for the continuing development of civil
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ITAD. Evaluation of the south Caucasus European Commission/Council of Europe Joint Programme. (Feb.
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USAID. Azerbaijan Civil Society Sector Assessment Final Report. (January, 2005) p.2.

Ibid. p.16.
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3.6

society and raises concemn.™®  This problem could have a direct effect on the
PPTA, and particularly on the “Local Initiative Fund” (LIF), as the LIF ideally
attracts applications from community groups that are registered and therefore
able to open bank accounts and manage money. Discussions in the field yielded
comments from a number of key informants regarding the blockage of NGO
registration and the adverse impact on civil society.

A recent comprehensive study of municipal capacity in Azerbaijan has presented
a summary many of the challenges facing local self-government:

“At present, the municipalities do not have the legislative framework, the
financial resources or the professional and administrative capabllltles to

- fulfil their responSIblhtles as perceived by the population. Neither the
national’ governmerit nor the state authorities consider the municipalities
to be formal government entities. They have limited tax collection powers
and a poor financial base. They operate within a vague under-developed
system of laws and regulations and are subordlnated to a parallel system
“of state authority.”™® :

Initiatives Underway to Strengthen Local Self Government and Civil Society

‘As briefly noted in Section 2.4, there are many initiatives that have been, or which are
planned to be undertaken to strengthen local self governiient and civil society which
must- be recognized both to avoid duphca’uon and fo ldentlfy p053|ble gaps/needs.
These are briefly described below:

GoAZ has undertaken & number of steps in order to move towards satisfying

* Council of Europe requlrements among them development of laws defining the

municipal goveraiment. structure Itis also’ engaged with ADB to implement this

' PTPA which includes a srgmﬂcant focus on local government

The Couricil of Europe has provided assistance, monltonng and evaluation and
guidance to the GoAz as far as assisting Azerbaijan to comply with its
commitments as a signdtory to the Council’s Charter. 1ts work provides a useful
baseline of. informiation and support for the proposed PPTA. In addition the
Norwegian Association of Local and Regional Authorities will be assisting in the
establishment of a national Association of Local Authontles of Azerbaijan in order
to strengthen local self governmental units; ~

USAID has undertaken a substantial assessment of civil society in Azerbaijan as
a basis for its pendmg civil society programme, whose parameters have not been
finalized. Its plans should be monitored to reduce the chance for duplication or
overlap. In addition, itis assisting the Mlnlstry of Economic Development through
the Azerbauan Public Investment Policy and Effncaency Project (PIPE). Among
the aims is déveloprient of sectoral development and policy plans for key
infrastructure and social sectors, and provision of assistance to selected technical
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ministries and other budget organizations to improve formulation of their sector-
specific investment plans;

e« UNDP, with ADB is jointly sponsoring a Cities Alliance initiative in Azerbaijan’s
regional towns (See ADB discussion above).  The Cities Alliance initiative focuses
on strengthening of regional towns and involves identification of high priority
social infrastructure projects within participating towns, including Mingachevir,
Ganja and Sheki, which may become the focus for the SIRT,;

e Organization for Security and Cooperation in Europe (OSCE), among others, co-

- financed the Needs Assessment of Municipal Services Development, supports the
concept of municipal and civil society strengthening, and-undertaken a monitoring
function in relation to problems with NGO registration; ’ :

e IFES is a U.S.-based international organization that coniracts with a number of
international agencies and has offices in Baku. [t specializes in democratic
institutional development, including good govemnance, rule of law, civic society,
elections, conflict resolution, gender issues and training. IFES has developed
manuals for, and has delivered on-going training to, municipal councillors. Their
local offices tend to be in the municipal offices themselves. One of their aims is to
support the stated government policy of decentralization through municipal
support. In Mingachevir, IFES has been active in supporting the creation and
functioning of NGOs, the creation and registration with the municipality of block
associations (Mahalla Committees) and of “communities” (formerly generally non-
registered, mostly IDP groups). in Barda, IFES has organized student action -
committees. New funding will enable IFES to prepare and deliver training in
the areas of strategic planning, budgeting, economic development and
community participation. The aim wili be to train trainers to deliver three
modules and then provide micro grants for social infrastructure upgrading in three
communities (e.g. repair or water and electricity services);

e Save the Children’s work has resuited in the establishment of many Community
Action Groups (and umbrella “Cluster” organizations) that have been trained in
many areas such as needs assessment, proposal preparation, etc.. Some of the
groups have been able to register as Block Communities, although none have
been able to register with the Ministry of Justice as official NGOs to date; '

e - GTZ has been undertaking a programme that has, according to such stakeholders
as OSCE and IFES, been very successful in supporting municipal councillors to
go through a training process and then providing monies through a
competitive process for councillors to implement projects. (GTZ office is in
Thilisi.) Their Azerbaijan work, however, has been rural-focussed without any
specific application to urban municipalities;

e ARAN was created in 2001 by Oxfam as a local NGO to implement a programme
in Barda and surrounding regions, including Mingachevir. ARAN is focused on
civil society development. its goal and focus is poverty reduction. Among its main
projects is an irigation project benefiting 250 families funded by the GTZ. They
are about to start a new PRSP Monitoring by Municipalities project which will see
ARAN spending “tens of thousands of dollars™ on training. They are also helping
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municipalities to develop five-year strategic plans. ARAN has fifteen staff located
in Barda and has been characterized by several key informants as one of the
most solid and productive NGOs.

e The Open Society Institute, founded by George Sorcs, has a “local government
and public service reform initiative program” whose activities should be factored
into the: activities' of the PPTA to avoid duplication. Ifs focuses include:
increasing public awareness about local government; promotion. of cooperation
and communication between local government and the citizens; enhancement of

. the capacity of public administrators; provision of advice to local governments on
policy and management problems; etc.. D ,

Notwithstanding these ‘initiatives, theré are considerable gaps in training and in the
capacity to prepare and implement projects, particularly at the municipal and
community/civil society level. There are additional issues relating to the relationship
between LEAs and the community that néed to be addressed.  While many of the
issues discussed above relating to the legal framework will béyond the capacity of this
PPTA, they must be recognized during project prepafrétion as they define the current
operating environment:- Capagcity building recommendations are discussed in later
sections of this report. - ' ' ' | ’
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4.0 Social Infrastructure for IDPs And Vulnerable Populations (Sh

4.1

Rationale for the Sli

The Sl represents the primary focus of this PPTA® and is the main subject of this
report. It is designed to address the social and economic needs of Azerbaijan's
most vulnerable populations in regional towns (RTs), including Internally Displaced
Persons (IDPs) and other vulnerable resident populations by supporting the
sustainable delivery of improved social infrastructure. As discussed in Section 2,
IDPs have suffered greatly, many still being housed in temporary accommodations
a decade after they left their homes, and most existing at the existential edge. The
pressures associated with the influx of many thousands of IDPs into regional
towns, along with high unemployment, have also created very difficult conditions
for local residents, many of whom are also living at or below the poverty line. An
underlying design goal of The Sii has been to ensure that the social infrastructure
investments benefit both IDPs and local residents.

-The SliI's focus on regional towns supports GoAZ policies of decentralised

govemance and regional social and economic development. As discussions in
Section . 2 have indicated, much of the focus of assistance to vulnerable
populations has been on the Baku area. There has also been a trend towards
migration out of the regions into the capital and other parts of the world.
Investment in regional towns’ infrastructure should help, among others, to improve
living conditions for IDPs and residents, to create more favourable conditions for
economic development and other productive activities, and to generate more
options locally, thereby reducing the need for out-migration.

_An additional and prominent goal of the SH has been to enable and support local

community groups to select, design and implement their own high-priority social
infrastructure projects through a participatory process, thereby strengthening local
cohesion and capacity while also supporting smaller development priorities. This
focus will be expanded during the future SIRT initiatives described later in this
report.

In order to successfully implement the Sii in the regional towns and to ensure
sustainability of the social infrastructure improvements that are funded, capacity
will need to be built at a number of levels, including national and local government
structures, community-based groups (e.g., block communities, local NGOs, and
other community-based organizations) and IDP communities.

Because of the size of the loan allocated to the Sli ($13 million), it was determined
that the participation of only three regional towns (RTs) would be realistic. Visits
were undertaken by the consulting team to over a dozen RTs selected on the
advice and guidance of the State Committee for Refugees and IDPs (SCRI). A
rapid participatory needs assessment, involving site visits and consultations with
national and local government personnel, NGOs and representatives of

51

As the SIRT is to be developed more fully in a pending phase, this PPTA is intended to provide an initial foundahon for
future work..
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humanitarian and donor organizations and the application of the following criteria,
was undertaken to ldentn‘y the three RTs:

Numbers/concentrations of IDPs and vulnerable populations: Concentration of
IDPs and vulnerable populations;

- Economic base/employment: * Extent of unemployment and difficulty facing

IDPs and the local population, with an important aim of the SIRT being to
contribute to poverty alleviation through improved social infrastructure;

Institutional capacity at local level: © RTs with relatively well established local
self-government and some local capacity were vlewed mOre positively;

Presence of mixed communities: Opportunltles were looked for that wouid

_ enable the SlI to benefit both lDPs and local communlty members;

Level of social lnfrastructure/serwcesffacnlltles Urgency of the need for social
lnfrastructure was evaluated

Socual capltal/cohesmn/trust Exzstence of social cohesion, d@ssociated, among
others, with the level of formatlon of NGOs, CBOs mahala komlteSls etc., was
conS|dered as an asset;

Links with other development initiatives to creaté a critical mass of positive
change: RTs where thefe could be a multlpller eﬁect associated with the

linking of: social lnfrastructure 1mprovements with’ the work of other agencies

was also deemed 4s an’ asset (e.g. where initiatives' aré ‘under- way to
strengthen IDPs and vulnerable populatlons into mahala komlte5|)

' Based on the rapld assessment the three reglonal towns selected to be the focus
of the series of social lnfrastructure lmprovements assouated with the Sii were:

4.2

Barda: Selected for its high proportion of lDPs,mdusnon in MOED's Reglonal '
Social and Economic Development Programme; and presence of existing NGO

_ (IFES) activities in local self-govemm'ent stpengl:‘hening.

'Mmgechewr Selected for its. hlgh proportlon of lDPs also, to bmld upon

ADB's previous IDP’ housmg work there presence of an active LEA, Baladiiya
and Mahalas; former and potentlal mdustrlal lmportance and presence of
existing NGO (IFES) activities in local self-government strengthening.

Sumgayit: Selected for its sugnlﬁcant proportlon of lDPs for its strong LEA and
Baladiiya; the presence of existing development agency activities in local self-
government strengthening (IFES), IDP support (NRC), and World Bank in
infrastructure development.

Guiding Principles

The following set of principles has guided the definition and design of the Sli:
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4.3

Inclusiveness. SiI's processes and mechanisms will actively seek to
include women and vulnerable groups within towns and communities so.as
to ensure they benefit from capacity building and subprojects;

Good governance. Continuing eligibility to receive Sii support and to
access funding will depend on compliance with Sll procedures aimed at
promoting accountability, transparency and other elements of good
governance. Consistent failure to adhere to these will result in loss of
eligibility for SlI support. The Project Performance Management System
(PPMS) will build mechanisms into SlI design that enable effective
monitoring of compliance; ' :

Transparency. The Sl will encourage towns and community groups to
adopt practices for transparency and accountability in SlI implementation,
and to further mainstream these in non-SH activities. Likewise, the
Executing Agencies will adopt transparent procedures designed to enhance
their accountability to; and client orientation toward, participating RTs;

Cost-Effectiveness. Executing Agencies and implementing Agencies will
conduct their activities in a cost-effective manner. They will seek to
maximize the local benefits achieved through efficient deployment of staff
resources and will operate within agreed budget parameters;

Decentralization. The Slt will be designed to support State policies and
programmes to devolve responsibility to local authorities and community
groups. By strengthening RT capacity to select, design, and implement
viable investments, the Sl will enable local communmes and institutions to
drive their own development process;

Sustainability of micro-projects. The maintenance requirements and
recurrent costs .of subprojects shall be taken into consideration during
identification, design and appraisal. For all subprojects, provisions shall be
made for subsequent operation and maintenance costs. If fees can not be
collected to operate and maintain assets that are established under a
subproject, other financial sources or commitments in kind must be secured
and used to maintain the infrastruchure; : '

Environmental and Social Consciousness. The Executing Agencies are
required to take into account the impact of subprojects on the physical,
biological and social environment of the concerned villages and communities
and to incorporate appropriate mitigation measures. Mechanisms will be put
in place to identify and address potential threats.

Description of SlI Activities

To accomplish the goals discussed in Section 4.1, and consistent with the
Principles elaborated in Section 4.2, the SHi consists of the following three
activities:

Social infrastructure aimed at benefiting IDPs and other vuinerable groups; -
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e Institutional arrangements for implementation and management of the Sil; and
= Capacity-building to ensure smooth implémentation and a sustainable SIi.

Specifically, the SlI will deliver improved social infrastructure for IDPs in Barda,
Mingechevir and.Sumgayit. . As discussed in more detail later in this section, it will
‘support the construction of medium-density urban housing allowing IDP families to
move: out of selected inhabited secondary school facilities to improved living

- conditions while also making the schobls again fully available for educational use.
Approximately 58% of IDP families - 810-840 families depending on the final
housing configuration selected - currently inhabiting about 36 secondary schools
will be relocated. This will free approximately 75% of the secondary schools in the
‘three participating towiis. Re-located IDP fariilies will be provided with new
residential accommodation’ in medium-dénsity; urban &partment buildings. The
improvements will make classrooms and other school faciliies available to
accommodate students while reducing the need to operate schools in shifts. Both
[DPs and local populations will benefit from ‘the-initiative. :

- In-order to-identify priority investmeénts, a needs assessment was undertaken
during the first six weeks of the initial PPTA. The assessment included an intensive
programme ‘of key informant interviews, focus groups and household case studies
in the three régional towns that involved consultation with oveéf 200 stakeholders.
This process resulted in identification of a long list of potential priority sub-project
investments. Additional consultations were carried out during subsequent study
activities, followed by a Stakeholder Workshop. A meeéting with the - State

~ Committee’ on’ Refugees and IDPs (SCRI) enabled screening of this long list,
resulting in identification of priority investments as summarized on the following

table:
Table 4-1: Sl Assessmeént & Selection
Potential Sub-Project - Assessment Decision
Investment ' ! ‘

1. Relocation of IDPs/other o School de-occupation identified ~ Selected as
populations:from occupied as high community priority. basis of Sii
schools e Addresses IDP and wider - component

community needs;

 School rehabilitation not included
based on assessment of other
existing programmes, but links
will be encouraged. - o

2. Rehabilitation of existing » Assessed as marginally beneficial Remains
IDP housing - apartments, in terms of long-term possible
dormitories development:; through LIF

» many NGO humanitarian-linked . component
‘ activities in this sector already;
e notincluded as part of the major
loan components
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3.

4.4

Development or

Water and sanitation ruled out as (See

4.4.1

. rehabilitation of municipal being covered by the SIRT(See  discussions
infrastructure - roads, Section 5); regarding
drainage, water, sanitation, SIRT in
energy supply (electricity, Section 5) -
gas);

Social amenity Construction of Several are
construction/rehabilitation - community/Mahala halls being good

" considered for LIF; candidates for
Schools and heslth facilities not to LIF - elders

schools, health facilities,
elders homes, community .

halls be addressed because other facilities,
' programmes are in place. community
halls, etc.
Open space development + Not appropriate for major loan Good LIF
' components. candidate

Micro-finance business .

: Goes beyond the scope of the SiI Not included.
incubator programme »

Based on the assessment process, three alternatives were finally placed before

the stakeholders for consideration:

e Relocation of IDP families occupying primary and secondary schools to a new
settlement, apartment blocks or other buildings that would be constructed
under the Sii; :

e Improvement of living conditions in occupied dormitory blocks: This approach
would be aimed at improving conditions and reducing densities in the existing
dormitory blocks (e.g., relocating the kitchens, toilets, and washrooms; '
improving the general living conditions, such as repairs to corridors, roof,
electric and sanitary fittings etc.); and/or

. lmprovement of living condﬁions in a variety of public buildings occupied by
IDPs and other vulnerable populations (e.g., apariments, sports halls,
stadiums, schools not required for education, etc.).

Considering the immediate need for vacating the educational institutions occupied
by IDPs, and the size of the loan available for the Sli, the stakeholders and
consultants decided to concentrate efforts for this PPTA phase on Option 1 only.,
enabling the relocating of as many families as poessible out of occupied schools in
the three towns.

SlI Benefits, impacts and Risks
Benefits®?

The Sli will directly benefit' at least 814 households (population approximately
3,700), currently living in distress in 36 secondary schools in Barda (396),

52 See section on poverty and social assessment for addiional discussion on benefits.
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Mingechevir (300) and Sumgayit (118) and provide them with new residential
accommodation in < medium-density, apartment buildings. This will make
classrooms and other school facilities available to accommodate students while
reducing the need to operate schools in shifts.

Quantification of net economic benefits is not possible, and therefore an economic
analysis is not provided. However the following economic and related benefits will
-directly accrue to the benéficiaries of the SH component, and contribute to poverty
alleviation in the country. Among the benefits are the following:

. Housing Consumer Surplus

Consumer surplus is the difference between the pnce the consumers are willing to

pay and the market price. At low quantities supplied, consumers are willing to pay
. higher than the market price. Dué to IDP income levels, their housing demand is

close to zero. Per capita income in Azerbaijan was officially 425,400 AzM (86 -

USD) per month according to the official statistics *publication (Azerbaijan in

Figures 2004, State Statistics Committee)®. IDP income levels are assumed to be

considerably lower than this (see Section 8 on social and poverty assessment for
- further dISCUSSIOH of these issues).

With the SII housing demand for the selected IDP group is met. 1t is assumed that
a family wnth an average sxze of 4.5 presently (and under a “no-project” scenario)
shares a space of 20 m>. The Sll stipulates 45 m?® for each family relocated,
implying.an lncreased $pace of 25 m? or additional 6 m® per person. That implies a
total of 21,600 m? additional living space as a direct benefit for 3,400 people
affected. The Sil thus theoretically transfers wealth to IDP’s, which can create
demand for housing space. This benefit, if quantified at 200 USD/m (the assumed
‘ market pnce) can produce a y|e|d of $4.2 million. :

¢ Quality of Education and Accessibility Benefit

In 2002, 178,259 families (760,021 population) were registered as IDPs with 9%
-oceupying the educational facilities and another 17% occupying other public
buildings. Out of the 200,000 IDP children, 86,000 are under school’ age and about
98,000 are school chlldren To meet the education requirement, over 700 schools
have been established, some in prefabricated and substandard bunldlngs Due to
lack of classrooms, the schools work in shifts. -

With the clearmg of the schools through relocation- of IDP households to
~ -independent apartments,- The Sl will immensely-benefit the education system. The
settiement of IDPs in the educational facilities has created a number of problems
not only for the displaced people but also for the resident population.
Accommodating IDPs in schools has resulted in the need for most children — IDPs
and locals — to attend school in shifts. Cancellation of classes is common and
there has been an overall decrease in the quality of education. Equipment and
supplies are lacking in all schools. School attendance among displaced children,

As noted in the report section on poverty and social assessment, other sources will differ with state fi igures related to
mcome levels, efc... .
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particularly girls, has declined over the past decade, as parents cannot afford
school expenses for all of their children (OXFAM 2004).

The main benefit of the Sl will accrue in Barda and Mingechevir, where [DPs have
occupied 81% and 58% of classrooms in the targeted schools, respectively. In .
Sumgayit only 5% of class-rooms have been inhabited by IDPs, although large
amounts of other school space (e.g., corridors, gymnasiums, offices, support
buildings, etc.) are often inhabited. The following table summarizes the availability

of classrooms:

Table 4-2: Class-Room Availability in IDP- Inhabited Schools
Barda Mingechevir | Sumgayit Total of
Barda &
Mingechevir
Total classrooms 295 370 678 665
Occupied by IDP 240 214 37 454
% occupied 81% 58% 5% 68%
Students attending 5,637 8,206 20,980 13,843

Relocation of IDP’s from occupied schools will resuit in. improved quality of
education in the following ways: '

;-Ellmmatlon of the demand for new schcol buildings: IDPs occupy

1491 classrooms out of total 1,343 in 34 schools chosen for the Sll. The
avefage school size is 39.5 rooms. This implies that without the SlI, the
government would need to build 12 new schools. The construction of a
school of the above size is estimated to cost $150 to 175 m2. The average
school (occupied) has an area of 39.5 rooms x 60 m? (assumed to be
minimum area) or 2370 m®. The total cost for bmldmg 12 new schools will
be $4.3 million (12 schools x area 2370 m’ x rate $150 m2). This
represents the cost savings under a “with-Sli” scenario;

- - Provision of access to full-length class time and reduction of shifis:
In a without-SlI case, the class duration is restricted to 35 minutes in Barda
and Mingechevir from the national standard of 45 minutes. With the SlI, it is
assumed that the standard class duration will be restored. The number of
school children attending in the affected schools is 13,843, out of which
640 are |DP students. This implies an additional benefit of 692,150 minutes
or 11,535 hours of schooling each school day (13,843 x 10 min x &
classes/day). The length of class duration is directly related to the quality of -
education (time for homework, discussions, and instructor explanation is
limited due to shorter class duration);

- Elimination of shifts: Thiteen schools in Barda and Mingechevir
currently operate in shifts due to the IDP occupation of classrooms. Shifts
lower the quality of education, as the same instructors hold multiple classes
throughout the day. Reducing the shifts will certainly contribute to raising
the quality of education;
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- Provision of full-access to all school facilities: Under a “no SII”
scenario, school children will be further deprived of access to the
laboratory, sports facilities, cafeterias and even bathrooms (due to frequent
use by the IDPs). Due to lack of space, some classes are held. in mobile-
units set up outside the school building with harsh conditions .in wintertime.
The Sli wrll enable access to all the existing facilities.

e Health Beneﬂts

The household budget survey confirms that households with IDP and refugee
status have a relatively higher risk of being poor Poor and unsanitary conditions
psycho-social well belng of many lDPs There is much concern among IDP women
related to gender issues/women’s health issues, family planning and protection of
-children’s health. Currently, some 40,000 IDP women suffer from various diseases,
and the incidence among children is increasing due to poor living conditions and
lack of access to clean drinking water. Infant mortality is three to four times higher
that the national average. Some 26% of IDP households suffer from malnutrition,
compared to 10% nationwide; 30% of children (6-59 months of age) suffer from
chronic malnutrition, compared to 21% nation wide. Table 4-3 below illustrates and
compare the health indicators for IDPs with that of the national average:

Table 4—3 Health lndrcators for lDP Population

: lndlcato_rs, i o “ % of DP . ' : % National

Households experiencing malnutriton | ”‘ 26.3‘; S 10.4
Children of 5 years with diarrhOea B 1 234 { . 15.2
Children with chronic mainutrition (6-59 | 305 - 215
months)

Children (12-59 months) wrth anaemia 46.1 43.3
‘Men with anaemia_ . _ 1., .. 344 v 25.0
Women with anaemia , ‘ : 407 1. 355

Source  State Programme on Poverty Reductlon and Economlc Development 2003

Better Ilvmg conditions and better utllltles (ie., provzsron of lmproved water and
sanitation in new. burldmgs) will |mprove the health condltlons of the inhabitants,
espeaally of the most vulnerable (i.8., children, the elderly, the disabled and the
sicK), who have less financial capacrty to deal wrth medical costs. Reduced health
costs will-also result.’ Such costs are mcurred by both IDP households and the
govermment. The basic health setvice at public hospitals is frée. Less cases of
illness will reduce the public'cost of attendlng to IDP health, Improved conditions
will better the health conditions of the IDP hotseholds so that they will spend less
‘oh medicines and Visits to doctors for cases not covered by free public health.

¢ (DP Employment and Income
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Employment amongst the IDPs is another issue. According to SCRI, the working
age population among the IDPs in 2004 was 286,361. Only some 86,361 of them
are recorded as being officially employed (30%). The results of the vamg Standard
Survey of Refugees and IDP conducted by SIAR in 2003 suggest that 80.7% of the
working age IDPs were unemployed. '

The construction of the new buildings is assumed to draw some of the IDP and
local population to be employed. The total (base) cost of construction will be some
$9 million, 30% of which is labor costs (approximately $2.7 million). The average
construction labor is assumed to cost $75 (based on average monthly wage of
AzM 373,835, in 2003). This implies that 36,000 person-months (or 3,000 person
years) will be employed for five years. Presumably some of these will benefit the
IDPs, supplementing their incomes and helping them to nse above the poverty
line. With regard to the balance of $6.3 million for materials, it is assumed that
there will be 80% local procurement. A 30% labour input here will result in creation
of an additional $1.5 million in direct wages (20,200 person months or 1,700
person years), as well as indirect job creation.

o Residual Value of Buildings

It is assumed that once the IDPs are able to move back to their native homes in
the occupied territories, the residential buildings will be handed over to the towns’
municipalities/Baladiiyas. - Baladiiyas will then have the option to lease the
buildings to the local population for residential purposes, privatize them for
‘commercial use (e.g., there is demand for hotels in ail the three towns), or sell
them in the open market and create financial resources for the Baladiiyas.

It is assumed that the market price of the buildings will rise as fast as the
depreciation, thus offsetting the latter. The residual value of buildings in the year of
sale is assumed to be $9 miliion, which is the cumrent estimated cost of

~ construction. The useful life of the buildings is assumed 50 years, implying a 2%
depreciation rate. The long—run real price increase of real estate is also assumed
to be 2%. :

4.4.2 Potential Sl Risks and/or Negative Impacts
‘s Low housing quality

There have been some complaints that previously constructed housing for IDPs is
of low quality. This may have stemmed from lack of proper supervision. Low
housing quality will undermine many of the benefits identified. It will negatively
affect the housing consumer surplus and the residual value of buildings. As a
mitigating factor, the supervision needs to be strict;

« Misallocation of funds

it has been reported that some projects have resulted in rent-seeking and other
activities that have resulted in diversion of funds from the project Sound
monitoring and evaluation practices must be out in place to track funds, and an
international financial monitor is to be assigned to ensure transparency;
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e Selection of direct beneficiaries

As the Sl covers a small percentage of the IDP population, there is a risk that
certain IDP groups will feel frustration at being left out. As a result, social tension
may undermine the implementation of construction. Corrupt distribution of housing
can undermine confidence of {IDPs in the SH outcomes. A public awareness
programmeé is required to explain the values associated with reclaiming the
schools. - Allocation of units in the new buildings must be accomplished in a fair
and gender-sensitive  manner (i.e., rights of occupancy for female househoid
‘Heads) that will protect peop]e s rxghts

® Early repatraatio‘n of IDPs to native communities

Early repatnahon of IDPs to their native lands if the Armema-Azerbauan conflict is
‘resolved during the Sli period may imply that all of the Sl benefits will not accrue
as planned. However, rehabilitation of the vacated schools will’ stlll be required
and the full benefit of the new hotusing can be accriied from sale of the buildings to
private owners, should such a situation arise. Such a sale can produce a net profit.
Unfortunately this risk would appear to be low, as even if a‘timely solution to the
conflict is found, the presence of landmines and the ruined infrastructure in the
occupied terntones will likely require several years to arheliorate.

e Land acquisition’lr‘ésetﬂementlc’o'mmunity disruption

The land acquisition and other relocation impacts have been designed such that
they are expected to be negligible. IDP’s will be living close to:their present
Iocatlons and retaln thelr e)qstxng sources of hvehhood as well as socnal bonds

....

~ people relocated out of secondary schools. As dsscussed in Section 4.5, vacant
lards for construction of new housing for lDPs are generally available close to the
present locations of most of the occupied schools. In Mingechevir and Sumgayit
the lands required for construction of buildings belong to the Baladiiyas who have
given assurances that the requnred land wull be transferred to the SII with in six
the Baladiiyas is pendlng though the Law on the Transfer‘ of Assets to Municipal
Property, which has required all LEAs to transfer the lands to the respective
: Baladiiyas within the region.
No resettlement is foreseen. The S, then, will not entail any land acquisition from
- private ownership, and rio persons wnil be adversely affected in terms of ADB's
Involuntary Resettlement  Policy (1995). In the event of unforeseen land
acquisition from private ownership and/or resettlement the government (EA) will
have the planning documents approved by ADB before award of civil work
contracts, and implement any such resettlement measures in accordance ADB's
Involuntary Resettlement Policy (1995).

45 Feasibility Assessment of the SlI
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4.5.1 Description

The Sl involves relocation of IDPs from selected schools and is valued at
approximately $US13 million, including - a US$10 million lcan amount. This Sli
component has been designed to address social infrastructure needs of IDP
families living in the three selected regional towns while also providing benefits to
the host communities. The present report section describes the feasibility

~ assessment that has been carried out for the SlI component. Implementation and
management arrangements that are proposed are described in Section 4.6, and
capacity building needs, in Section 4.7.

4.5.2 Existing Situation

Table 4-4 summarizes the number of IDP families and persons fully or partially
inhabiting secondary schools in each participating town.

Table 4-4: IDP Families in Secondary Schools ,
Schools Fully or

Town | Families Persons | Partially

' Inhabited
Barda . 841 : 2,819 y 11
Mingechevir 485 ' 2,003 14
Sumgayit 118 467 : 18
Total _ 1,444 ' 5,289 ‘ 43

4.5.3 Analysis of Housing Alternatives

Figure 4-1 presents a summary of the altematives that were con3|dered as part of
the SlI development process, as further described below:

4.5.3.1 Concept

The decision to clear schools and re-house IDPs resulted from the extensive
needs assessment exercise conducted early in the PPTA process. lterative
discussions were held with LEAs, Baladiiyas, Ministry of Education, local
Education Departments, SCRI, SFDI, heads of schools and resident IDPs. All of
these stakeholders strongly supported the concept as a priority development
initiative. The concept was confirmed by attendees at a Stakeholder Workshop.

4.5.3.2 ldentification of Priority Schools

Selection of the schools to be deared of IDP families was made in conjunction with
local authorities, school officials and the Ministry of Education. School selection
paralleled housing site selection to ensure the ability to relocate families as close
to their existing social and economic networks as possible. Criteria used for
selection of schools are discussed in a following sub-section.
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4.5.3.3 Approach: Rehabilitated Housing versus New Housing

Rehabilitation of buildings Versus new construction approaches were evaluated

based on:
. preQ/ious‘ experience of other agency :iniﬁati\)-es; o
e the impact that rehabilitation attempts have had on overall quality of life

improvements for residents; .

assessment of current housing conditions;

cost;

how the approach would solve the problem of clearing schools: and

short, medium and long-term developmental impacts on beneficiaries and
local government. . :

Discussions were held with a full range of stakeholders, including many IDPs.
Examples of rehabilitation of dormitory buildings occupied by IDPs showed that
while definite improvements were visible, and appreciated by residents, they were
not able to address the fundamental issues associated with too many people being

- forced to live together in too little space with shared facilities that do not meet basic
~social and cultural needs. Shared facilities have no ownership and repairs to them
do not last, and investments can often be of limited benefit. To effectively
rehabilitate many of the currently occupied buildings would require construction of
new housing to allow a reduction of density in current buildings. It is also true that
only provision of new housing will allow for relocation of IDP families from schools,
as there is no additional capacity in existing buildings. As such, the construction of
new housing was. selected as the preferred approach for the Sk . [Note:
Rehabilitation of existing buildings may still occur as part of the overall PPTA
project, as such sub-projects are eligible for funding under the “Local Initiatives
Facility (LIF)”, as described in Section 6 of this report.].

4.5.3.4 Preferred Housing Type

Three types of new housing were considered, as illustrated on Figure 4-2 and
discussed below: ‘ _

e Type 1. Medium-dénsity (multi-storey), urban apartment blocks either as
scattered infill developments or in consolidated developments;
o Type 2: Low-density, single-family houses on small; scattered in-fill sites
within the existing built-up urban area; and -
* Type 3: Low-density, singlefamily houses in a new, peri-urban housing
- development. =

Table H-1 (Annex H) presents a detailed comparative analysis of each of these
options. Type 2 has many urban development and urban infrastructure economic
benefits. However, it contradicts the Government's policy to Keep IDPs tfogether in
groups so that they can be more easily repatriated to their home areas when the
occupied territories are reclaimed. This typology was rejected on this basis,
supported by the fact that there would be difficulties associated with finding
sufficient individual infill sites. Type 3 was evaluated, and ultimately rejected,
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based largely on an assessment of existing “new towns” that have been created
for IDPs, where the following types of issues have been encountered:

. lack of access to existing urban services for residents;

. requirement for expensive extensions of infrastructure;

. more costly maintenance as future Baladiiya asset, compared with apartment
buildings;

° requirement for long-distance movement of IDP populations from current

locations;

. lack of contribution of such new settlements to revitalization of existing urban

areas in the secondary towns;

. average estimated cost of providing a new housmg unit with this type is
$17,000 compared with $ 11,000 per unit for Type 1°* (see Annex L for cost
breakdowns, including infrastructure).

Thé Type 1 housing option offers benefits as follows:

. infill  of existing urban development space, optirnizing use of existing

infrastructure;
. provision of affordable and appropriate urban hous;ng as a potential long- term

Baladiiya asset;
relocation of IDPs relatively close to where they are now living; _
. benefits to women, in particular, who overwhelmingly expressed a preference
to  “stay together in apartment buildings” during the gender disaggregated focus
groups carried out as part of the present study process;
° cost-effectiveness: While development costs for medium-density apartment
buildings are comparable to singie-family houses given current construction
costs, the addition of land and infrastructure significantly raises the cost of new
single- family developments.

~ Based on the analysis described above, Type 1 was selected as the preferred
housing alternative. ‘

4.5.3.5 Design Options

Following selection of urban, muiti-storey apartment buildings as the moét
appropriate housing type, a comparison was made of two basic design options
common in Azerbaijan as described below and shown on Figure 4-3:

Option 1: individual stair cores providing direct abcess to units; and
Option 2: central double-loaded corridor. :

A review of the two options was carried out with SFDI, one of the major agencies
involved in IDP housing, during a mini-workshop of Azerbaijan residents familiar
with multi-storey apartment fiving (see Annex H). Informal discussions were also
carried out with a number of IDPs living in dormitory buildings. The overwhelming

> Note: The cost-of $11,000 per unit is higher than the cost for such units in years past. mainly due to
increases in material costs. 1T was also noted by project engineers that the costs of the Mingechevir
setiement were never totalled properly, as various materials came in from various sources and were not
factored into the end cost/unit.
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consensus supports-Option 1 - the no-corridor stair-core option. The preference is
largely based on a perception that corridors are only for low-income, factory worker
dormitory housing and would not provide the level of privacy famlhes desire. One
design consideration regarding Option 1 is the need for second means of fire
escape via balconies and external fire-escape ladders. In both Options there is the
further possibility to include ‘space for commercial and community ac’uvnty on the
ground floor (see Flgure 4-4),

Option 1 - staur—core design - is recommended (see Figure 4-5a, b. and c).

4.5.36 Apartment Unit Type/Size

A mini—wdrkShop was conducted with a number of Azerbauan apartment dwellers

to help evaluate unit design options (see Annex H). A unit type was -decided upon
to meet the following criteria (see Figure 4-5a & b):

basic and unfinished;

‘adequate for the average IDP household of4.5 persons

meets Government standards of 8 m? of living space per person;
self-contained toilet and kitchen facilities;

appropriate for future use once IDPs return home

minimal so as to limit conflict with other populations not recelvmg benefits;
minimal to be as cost-effective and as sustainable as possuble

meets basic social and cultural needs ;

.Based on'the analys‘is and criteria @ 45m? unit; including toilet and kitchen, is

proposed as the typical model; with-the ‘possibility of some' variation dunng final
detailed design to cater to a variety of household sizes.

4.5.4 Housing Design and Cost

4.5.41 General Design Considerations

Housing must be of a familiar type to ensure general’ social and  cultural

‘acceptance by potential occupants and the community as well as facilitate
.participation in cost- . effective’ constmchon by a w:de range of local builders;

Bulldmgs should be capable of being buﬂt mdlvvduaﬂy or in-clusters, depending

on need and the selected site;

The optton exists to mclude a ground ﬂoor of busmess lncubator spaces and
community facilities to support local economic development and provide for
community needs such as ‘Mahala meetings, kindergartens, funerals,

weddings, etc.;

Housing for t_ne target population group should not contribute to local conflict
between population groups by being more than basic;

Design should allow for a transition-of management and ownershlp from short-

term "State/SCRI involvement to possible Baladiiya ownershlp/Mahala management,
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Figure 4-3
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and ultimately to private condominium ownership as access to housing flnance and
communal management approaches become more prevalent

4.5.4.2 Housing Costs

Construction costs for both buildings and infrastructure were established from
costing information for buildings constructed in recent and on-going projects by -
private sector developers, government agencies and international NGO's involved
in similar work. All costs reflect current pricing with appropriate inflation applied to
previously completed projects. Construction costs for both single family and multi-
unit developments of the basic standards proposed by the Sl are currently in the
U$170-200 per m? range, excluding external infrastructure connectlons and land
costs.

Annex L presents detailed cost estimates for the preferred housing option with cost
estimates for each town's Sli component presented below.

4.5.4.3 Detailed Design

Detailed design and preparation of construction and tender documents will be part
of Sll implementation tasks. ‘

4.5.5 Schools and Housing Site Selection
4.5.51 School Selection Process

Following approval of the overall school clearing/IDP housing concept with SCRI,
SFDI, the Ministry of Education and respective town authorities, a detailed
assessment process was undertaken. The school selection process started with a
request by the PPTA consulting team to the LEAs, Municipalities and
representatives of the State IDP organizations of the three Sl towns for a long list
of the schools inhabited by IDP families, with details of the number of families and
people in each school. The listings were evaluated and a sample of the schools
was visited by a multi-disciplinary consulting team. School selection took into
account the following criteria: :

o those schools most needed for reclamation, based on community education
needs; ,

e most seriously affected schools (i.e., most classrooms/areas occupied);

o greatest IDP needs/most densely populated buildings; and

o schools most suitable for rehabilitation.

Discussions with the target populations (some gtoups occupying the same school)
indicated that the people desire to be moved together, as a community.

As a result of meetings with the Heads of the LEAs or their Deputies, Heads of the
Education Departments and local IDP organisations representatives, a short list
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was agreed to regarding priority schools.to be selected for clearance under the Sli
in each town.

A balance was sought among the three Sil towns to bring about fair and equitable

impacts on the education system and the secondary school facilities. Barda has

the highest number of IDP families lnhabmng schools (841) compared to
‘ Mmgechevrr (485) and Sumgayit (118).

- Based-on an assessment: of the numbers of schools and their IDP populations, it
was found: that by allocating seven of the proposed buildings to Barda; eight of the
chosen sécondary schools' could be cleared: In Mingechevir, ten secondary
schools could be ‘cleared if five buildings were constructed; in Sumgayit the

~ provision of two of the proposed buildings would enable the clearance of all
seventeen secondary schools chosen for clearance, along with a Boarding School.
The following sub-sections provude detarls of the approach

4 5.5.2 Housing Site Selection Process

Concurrent with discussions on priorities  with the LEAs and Municipalities,
appropriate building sites for construction of new apartmentbuildings within the
towns were identified. Identification of building sites' was based on the following
criteria:

e central urban location with easy access to goods services, socnal facrlltles
employment opportunities and existing infrastructure: - ’

e space available for appropnate medrum-densrty mult| storey housmg with

~ adéquate open space;

e  CONSi ency wrth the town’s longer—term development strategles

: adequate service (or possrbrlrty for servrce) by access road access water,
sanitation, electrlcrty and gas and

e 'ownershlp of land by Mumcrpalltles or possrblllty of land transfer fo

Munlmpalltles

Based on consideration of the above criteria, burldlng sites were selected by the
town authorities. Site visits were made by menibers of the PPTA team to assess
them for surtabrllty with regard to locatlon size, accessrblllty and envuronmental
issues.

4.5.5.3 Remaining Steps
The final site ‘s‘eléction will take place during the final design’ stage of the Sli. The
various stages of the application procedure to obtain permission from the
LEA/Municipalities for the SlI to construct apartment blocks on the: selected sites
are descrlbed in Annex I.

4.5.6 Barda Housing Proposal : , sl

’ 4.5.6.1 Recommended Schools to Vacate

. : ’ 48
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At a meeting held in July 2005 in the offices of the Barda LEA®®, the seven
secondary schools were chosen as top priority for clearance of IDP. Vocational

- School No. 47 was later added. The schools were chosen from a long list of
seventeen IDP inhabited schools:

Table 4-5: Barda Schools Chbsen for Clearance of IDP Families
No. . School Type and No. No. of IDP No. of People
Households
Occupying
Building
1 Secondary School No. 44 144
1 .
2 Secondary School No. | 127 389
: 2 :
3 Secondary School No. 61 181
3
4 Secondary School No. 77 : - 262
‘ 4 ‘
5 Secondary School No. 45 ' - 148
5 .
6 Secondary School No. 1 1
6 ‘ ‘
7 Secondary School No. 5 17
7
8 Vocational School # 47 | 36 137

Totals : - 396 1,279

According to a Ministry of Education list of schools for construction or major
rehabilitation, Secondary Scheol No. 7 is proposed for capital works. .

it should be noted that the numbers of families inhabiting the schools may change
with time. The data shown above was provided by the SCRI as of July 2005. -

As can be seen from the table, the total number of households inhabiting the eight
schools is 396 (1,279 people). Details of student numbers, number of rooms
- inhabited by IDP families together with numbers of rcoms available for teaching in
each of the chosen schools are given in Annex J.

The location of the schools is illustrated on Figure 4-6.
4.5.6.2 Proposed Housing Sites
During a number of visits to Barda, the PPTA team was shown, by the head of the

Architecture and Construction Dept*®, six sites that were considered suitable for
the construction of apartiment buildings within the Barda urban boundaries. ‘A list of

% Those present at the meeling were the Deputy tHiead of the LEA, Mr. Rafig Narmanov, Head of the Education
Department, Mrs. Rahila Ismailova, the local Representative of the State Committee for Refugees and IDPs, Mr. Jumshud
é\egajanov, and the TA team.

Mr. Sashar Zamanov
49
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the building sites and their compliance with the criteria’ for choosing sites is-
provided in the table below. Full details of each of the 51tes are given in Annex K.

~ Table 4-6: Proposed Building Sites in Barda -
- Compliance with Site Selection Crite'ria

Building |Est. ‘Urban |Appropriate {Consist- [Road iland Environmental
Site No. |Area/ {locatio {for .- tentwith |access'& = {owner- |and other site
) No.of |n {proposed  |town long |services ship issues
blocks _ -|housing term dev. |accessible
possible ™ lwithopen |strategy
: |space ' 1 _
No. 1 5,600 sq.m. | Yes No iYes 1Yes 1 State Narrow site, found-
1 4 : 4 actions & IDP
. inhabited bldg. on site.
No. 2 20,000 Yes {Yes | Yes Yes State Exstg. foundations for
sq.m./ up to | ; {Ministry of 1school and one IDP
6 buildings | 1 Education) {inhabited house on site
' , ; 1. (8 families)
No. 3 11,250 Yes Yes iNo Yes State .. | Stadium of boarding -
sq.m./3to ] : : (Ministry of |school inhabited by
4 buildings Education) |I1DPs could not be used
4 ]  unless IDPs inschool
{are re-housed by the
; ] : Sil.
No. 4 6,400 sq.m. | Yes {Yes 1 No Yes | State Sanitary Protection
{Ministry of | Zone for water supply
Transport — {to raiiway and town —
1 Dept. of not available.
] ; | Railways)
No. 5 2,500 Yes 1Yes No Yes State Next-to and on land of
| sq.m./ 1 {r . s “ | (Ministry of | Agric. Voc. school
building (I i | Education)
No. 6 13,175 Yes {Yes {No " Yes State In stadium or area in
sq.m./ up to : : | (Ministry of | front of Sch. No. 5
4 buildings Education) | (inhabited by IDPs and
o . o proposed for clearance
i | by SIty

4'5 6.3 Building Sites found unsuitable or unavailable

Buudlngs Site Nos. 1,4 and 6 were found unsuitable or are unavailable for the
~ varibus reasons descnbed in detaxl in Annex K and summarised in the table below:

Table 4-7: Barda Building Sites Found Unsuitable

Building | Reasons for not 'being able to ;:onsider the site for_ use by the Sii
Site No.

No. 1 Found to be too namow in width, too close to a busy road and the existence of an IDP inhabited building
on the site.

No. 3 In order to avoid social conffict, this site could only be uilized xf it was poss;ble to include the Boardlng
School for clearance under the Sli. Unfortunately this is not the case due to ﬁnanclal constralnts and the
secondary schools being given priority for cledrance of IDP families.

No: 4 This site is owned by the Department of. Railways (Ministry of Transport) and.is the main water source for

| the railway and part of the town..The, project team was misinformed initially as to the use of the site.
1tis unlikely that permission wolld be granted by the Ministry of Education for the use of this site by the Sii

No. 5

as it is part of the grounds of the Agricultural Technical Scheol and the Sii is not in a position to clear the
schoo! dormitories of IDP famlhes
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4.5.6.4 Preferred Building Sites and Options for Use
The preferred building sites are illustrated on F igure 4-6.

Building Site No. 2 — This site is the preferred site due to its closeness to the
centre of town, all services, transport, markets and utilities. The site is large
enough to accommodate all five or six apartment buildings envisaged for
construction in Barda. The main drawback to the use of this site is the need to
demolish some existing school foundations and the possible need to re-house
eight IDP families occupying a house on the site;

Building Site No. 6 — This site would be particu.lariy acceptable as it is next to
school No. 5 which is proposed for clearance of IDPs by the SlI;

Agreement will have to be reached with all stakéhoiders on two available options:

First Option - the playing field/stadium of School No. 5, would be utilised for
construction and the area in front of the school be redeveloped into the school
playing field/stadium, or;

Second Option - the area in front of the school would be the selected building
site.

4565 Housing

As stated above, the number of families occupying the eight chosen schools in
Barda is 396 families. To house this number of families requires seven apartment
blocks, six of capacity 60 units each and one of 48 units. The total number of
families that could be housed in these buildings is 408, thereby incorporating a
surplus of 12 units that could be available for new families.

With regard to location of the six buildings required to house the IDP families, the -
following distribution is proposed utilising the two building sites available in Barda.

Building Site No. 2 — It is proposed that four apartment blocks of 60 units each
are constructed at this site. This will provide enough units to accommodate
families presently inhabiting Secondary School Nos. 1, 3, 4,6, 7 and Vocational
School No. 47. Four families currently inhabiting School No. 2 can also be
accommodated. School No. 4 is close to the site, leaving those IDP families close
to their present location.

Site No. 2 is a large site and the construction of only four buildings on the site
could be accomplished without the need to relocate the 8 IDP families presently
inhabiting a house on the site. Demolition of at least some of the existing school
foundations will be required. If necessary the 8 IDP families could be re-housed in
some of the 12 spare units referred to above, provided this was acceptable to all
concerned. :

Building Site No. 6 — The construction of three apartment buildings two of 80
units each and one of 48 units, is proposed for this site. This will accommodate all
45 families inhabiting Secondary School No. 5 and 123 of the families from School
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No. 2. School No. 2 is located close to School N6. 5 and so this would mean that

the majority of the families from both the schools would remain in the area familiar

to them. In addition they would benefit from the business incubator and community

facilities to be provided on the ground floor of the 48-unit building.

4.5.6.6 . Infrastructure
According to the Head of the Architecture and Construction Dept. in Barda, one of
the main problems in the city. is the lack -of an operatlonal sewerage system
Though sewer pipes were laid Some twenty years ago, the construction of the
system was not completed and the sewage is discharged, untreated, into the river.

- Pumping stations and a waste water dlsposal plant are still required. As such,
some form of sewage treatment system is required for any new housmg
constructed in the city. It is proposed, at this stage, that a suitably sized septic tank
and drain-field:be-provided for each building and this is included in the estlmate of
costs for extemal services for the proposed development

Other services, lncludlng water supply, electricity and gas, are available throughout
the town with restrictions ln some areas due ‘to inadequate distribution.

4567 Housmg Costs

1. Land |

Each of the proposed buildings will have a plan area of 640 square metres
‘requiring a site area of 1, 920 square metres. Land costs are estimated as

follows
, Table 4:8: Land Costs for Barda
Building | No. of | Sq.m. Total area| Cost per | Cost ($)
Site No. Buildings | req’d.” per req’d.(sq.m.) | sq.m. ($)
{ building :
No.2 .4 1,920 7,680 4 30,720
No. 6 3 ’ 1,920 5,760 4 23,040
Totals | 7 13,440 53,760

These land costs will be included as part of the Azerbaijan Government
contrlbutlon :

2. Buildings
As 'stated above, it is proposed to construct seven five-storey buildings in
Barda. The construction cost of one building is estimated at US $ 640,000

(see Annex L for cost breakdown).

The seven buildings proposed for construction in Barda wnll cost US $
4,480,000.
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3. Infrastructure

Each of the buildings will require connection to the adjacent road system,

- water supply system, electricity supply, etc.. The estimated cost of these
external service connections is approximately US $ 25,600 per building for
a total of $179,200 for seven buildings in Barda (see Annex L for cost
breakdowns). In the case of Barda, where there is no sewerage system in
existence, it is proposed to construct a septic tank with drain-field for each
building.

The table following provides a summary of housing costs for Barda:

Table 4-9: Barda Housing Costs
Component Base Cost ($)
Land ' 53,760
Buildings 4,480,000
Infrastructure (Ext. services) ‘ 179,200
Totals, ~ $4,712,960

4.5.6.8 Direct Beneficiaries

Direct beneficiaries include the 396 relocated families (1,279 people), and the
- students gaining access to improved education facilities. This provides an indirect

benefit to the entire community within which the schools are located and the town
- as a whole. ' '

Annex J shows that 276 classrooms will become available again for teaching
purposes, which is 83% of the original 331 classrooms in the eight schools
proposed for clearance.

The main benefit to the schools will be that once again there is sufficient teaching
space available to enable the present shift system to be dropped. The majority of
the schools listed have to operate a three-shift system at present. Presently there
are 5,637 children attending these eight schools and this number could increase
with the improved conditions. The clearance of 276 classrooms means an
additional 8,280 student spaces, assuming average class sizes of 30 students. -

Assuming an average of two children per families in the study area, approximately
5,600 local families will benefit from the clearance of the schools.

4.5.6.9 Outstanding lssues

For the proposals outlined above to be implemented , the following outstanding
issues will need to be resolved:

« Building Site No. 2: In addition to the granting of permission to build on the
site by the town authorities, permission will have to be sought from the

. 53
Government of Azerbaijan-ADB _ Blackstone/GHK




Final Report December 2005 Azerbaijah Social Infrastructure

Ministry of Education for proposed new use of the land and the demolition
of the existing school foundations.

» Building Site No..6: Agreement will have to be reached wnth the Ministry of
Education to build on land that is part of an operational school, ie.
Secondary School No. 5. \

“4.5.7 Mingeo‘hevir - Housing "Pr‘oposafl
4.5.71 Recommended Schools to Vacate
The secondary schools chosen to be cleared of IDP families in Mingechevir were
confirmed at a meeting in the Mingechevir LEA office on the 11™ July 2005% and

include those shown in the Table below. The schools were chosen from a long list
of seventéen schools.

Table 4-10: Mmgechewr Schools Chosen
for Clearance of IDP Famllles
No. School Type and | No. of IDP Families | No. of People
_||No. | occupying =
1 Secondary No. 1 . | 22 93
2 Secondary No.2 | 23 ... 93
3 Secondary No. 6 51 | 127
4 SecondaryMNo.7 . | =~ .30 do .11t
5 | SecondaryNo.8 | 33 | 127
6 SecondaryNo. 10 | =~ 11 L - - 40
7 Secondary No. 13 42 oo 208
8 Secondary No. 14 | 54 232
9 Secondary No.15 | 1% o B89
10 | SecondaryNo.17 | - 18 P 74
Totals 300 ] - 1,169

The Table above shows that a total of 300 famiilies {1,169 people) inhabit the ten
schools. Details of student numbers, number ‘of rooms inhabited by IDP families,
together with numbers of -rooms avaﬂable for teachlng |n ‘each of the chosen
schools are givenin AnnexJ ‘ '

According to a Ministry of. Education list of schools for construc_tion or major
rehabilitation, Secondary School No. 2is proposed.fO'r capital works.

The location of each of the above schools is shown on Figure 4-7. As can be
seen, they are all located in the urban area of Mingechevir and evenly §pread over
the central area of the town.

5 Those present at the meeting were the Head of the LEA, Mr. Li:tfa[ii‘Babaev, Head of Architecture and Construction,
Dr. Efibar Abdullayev, LEA Representative for iDPs, Mr. Mail Huseynov, the SCRI Representative, Mr. Mahar Shirinov,
and the TA team.
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4.5.7.2 Proposed Housing Sites

During a visit to Mingechevir in July 2005, the PPTA Team was shown five building
sites considered suitable by the LEA for the construction of apartment buildings
within the Mingechevir urban boundaries.® A list of the building sites and their
compliance with the criteria for choosing sites is provided below in the following
table. Full details of the building sites are provided in Annex K.

Table 4-11: Proposed Building Sites in Mingechevir

And Their Compliance with Site Selection Criteria

Building | Est. Area | Urban Appropriate | Consistent | Road Land Environ-
Site No. |/ No. of | location | for with town | access & | ownership | mental
buildings proposed iong tenm | services and
possible 1 housing develop- accessible other
| with  open | mint ' - site
' space | strategy : issues
No. 1 13,000 to | Yes Yes Yes - Yes State Near
15,000 {Hakimiat) thermal
sq.m./5t0 6 power
buildings station —
env. tests
for air and
soif poliution
would be
‘ ] required.
No. 2 14,500 Yes { Yes Yes { Yes L Municipality Foundations -
sq.m./ 56 - (land) and | and part
buildings { MOED constructed
{structures) bldgs. on
. ' site '
No. 3 14,500 Yes . Yes Yes | Yes - Municipality Clear site
sq.m./ 5-6 | (land)  and | with good
buildings { MOED - amenities
{structures) ‘ciose by. No
social or
envir.
1 ] . issues.
No. 4 Up to i{ Yes Yes { Yes ' Yes - Municipality Good area
50,000 : and location
sq.m./>6 but some
buildings envir. &
social
i issues.
No. 5 10,000 1 Yes Yes Yes i Yes . Municipality Land rented
sq.m./ up to {land rented | outfor
4 buildings to farmer for | agric. use.
- agricultural Closeness
F use) to thermal
power stn.
raises envir.
concerns.

. 4.5.7.3 Building Sites found unsuitable or unavailable

Buildings Site Nos. 4 and 5 were found unsuitable as

summarised below.

described in Annex K and

%% The site visits were conducted by the Chief Architect, Dr. Efibar Abduliayev, for Building Site No. 1 and
the Deputy Head of the LEA, Mr. Ali Ganayev, for the Buiiding Site Nos. 210 5.
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Table 4-12: Mingechevir Building Sites Found Unsuitable

Building Reasons for not bemg able to consider the site for use by the Sil -
Site No.
No. 4 Re-actwatlon of the adjacent mdustna] processes andlor constructson of the new rallway station and re-

activation of the section of raﬂway fine’ bordermg pmposed site would create conditions for a harmful
environment. About 80% of the propdsed drea is ‘occuplied by a fruit garden, with fruit trées and bushes
grown by people from the neighbouring apartment buildings. These gardens are likely to be considered as
part of the household economy. The loss of the gardens in this case may have significant social and
environmental impacts and damage to individua! househeld economies.

Envirorimental concertis stich &5 the' closeness 16 thé industrial aréa of the thermal power plant and its
railway outlet combined with a possible 1and ownership/use conflict.

- 4574 Preférredeuilding Sites and Options for Use
Preferred building siies are shown on Figure 4—7

Building Site No. 3 — This site is level, clear of structures and mainly grass land
with clumps of trees on some parts. Schools and a community meeting hall are
nearby. Up to six apartment bunldmgs could be accommodated on this site.

Building Site No. 2 — This snte is large enough in area to accommodate as many
as six apartment blocks, but has on it the foundations of four apartment blocks, a
partly constructed apartment building constructed up to three storeys (inhabited by
8 IDP families) and a completed four storey apartment block (inhabited by IDPs
who completed the building themselves). In addition to these struciures, there is
another pamally-constructed building of prefabricated concrete slab construction
on ‘the edge of the site. The foundations and striictures are owned by the Ministry
of Economlc Development. .

Bu:ldmg Slte No. 1 — This site was acceptable on all counts, except for some
environmental concerns pertaining to air and soil pollution due to the proximity of
the thermal power plant. Appropriate testing would be required to ascertain levels
of pollution on the site before it could be utilized by the Sil.

4.5.7.5 Housing

The 300 selected families can be adequately housed i in five apartment bunldmgs of
60 units each.

It is proposed that all five buildings be constructed on Building Site No. 3 as first
preference. If for any reason this is not possible then Building Site No.2 would be
the second preference. There is no advantage in splitting the buildings between
the two sites as they are close together. The final option would be Building Site No.
1, provided the air and soil qualities are found acceptable.

4.5.7.6 Infrastructure

©

The construction of additional apartment blocks within the city will put additional
strain on the services. The effect of this would have to be investigated during the
final design stage of the Sil. The PPTA Team was made aware that sewerage
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from the city is not treated before being discharged into the river. If this situation
does not improve by the final design stage of the Sl then septic tanks will have to
be included to serve the buildings proposed for construction.

4.5.7.7 Housing Costs
In Mingechevir it is proposed to construct five five-storey apartment buildings of 60

units each. Itis proposed that all five buildings be constructed on Building Site No.
3. ‘

1. Land

Each of the proposed buildings will be of the same design and will have a plan
area of 640 square metres, requiring a site area of 1,920 square metres. Land
costs are estimated as follows: ‘

Table 4-13: Land Costs for Mingechevir

Building No. of Sq.m. Total area Cost per Cost ($)
Site No. | Buildings | req’d. per | req’d. (sq.m.) | sq.m. ($) :
- building
No.3 5 - 1,920 ‘ 9,600 6 - 57,600
Totals 5 i . 9,600 | 57,600

The land costs will be included as part of the Azerbaijan Govemment contribution.

2. Buildings

As stated above, it is proposed to construct five ﬁ've—storey buildings of 60
units each. The construction cost of one building has been estimated as US
$ 640,000. (see Annex L for cost breakdown).

The five buildings proposed for construction in Mingechevir will cost US $
3,200,000. '

3. infrastructure

- Each of the buildings will require connections to the adjacent road system,
water supply system, electricity supply, etc.. The estimated cost of these
extermnal service connections is about US $§ 25,600 per building for a total of
$128,000 for 5 buildings in Mingechevir (see Annex L for cost breakdowns).
In the case of Mingechevir, where there is an inadequate sewerage system
in existence, it is proposed to construct a septic tank with drain-field for each
building.

The table below provides a summary of housing costs for Mingechevir.
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‘ . Table 4-14 Mmgechewr Housmg Costs
. Component 3 - Base Costs.($)
Land . 57,600
Buildings ? : ... ..3,200,000
Infrastructure (Ext. services) i 128,000
Totals D . $ 3,385,600

4.5.7.8 Direct Beneficiaries

Direct beneficiaries include the 300 relocated families (1,169 people), and the
students gaining access to improved education facilities. This provides an indirect
benefit to the entire communlty wnthln which the schools are located and the town
as a whole. :

Annex J sho'ws’that' 214 classrooms will become available again for teaching
‘purposes, which is 58% of the original 370 classrooms in the 10 secondary
schools proposed for clearance.

The main benefit to the schools will be that once again there is sufficiérit teaching
space availablé to enable the presént shift systein to be drépped. The majority of
the schools listed have to operate a three-shift system at present.

Presently there are 5,795 children attending these 10 schools that were originally
designed for 5,952 children. This number could be achieved again and.increased
with the |mproved condmons The clearance of 214 classrooms means an
additional 6,420 studerit spaceés; assuming averageclass sizes-of 30 students

Assuming an average of two children per family in the Sl area, approximately
5,700 local families will benefit from the clearance of the schools.

4.5.7.9 - Outstanding Issues

| For the proposals outlined above to be impleimented; the ‘outstanding issues
described below will need to be resolved:

« Building Site Nos. 3 and 4: Application for permission to build on the sites and
for connection of services will require to be submitted to the town authorities
and utilities companies; ‘,

® Bulldlng Site No. 2: In addition to. the grantmg of bun!dlng penmts by the town
authorities, permission will have to be sought from thé Mlnlstry of Economic
Development for the demoglition of the eX|stmg apartment buuldlng foundations.

458 Sumgayit - Housing Proposal - :

4.5.8.1 Recommended Schools to Vacate
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The following list of schools was derived from a long list of twenty-five schools
chosen for clearance of IDP families, as provided to the PPTA team by the head of
the Educational Department of Sumgayit City™.

The chosen schools include all the secondary schools in Sumgayit as well as one
boarding school which is in accordance with the adopted project approach.

Table 4-15: Sumgayit Schools Chosen for Clearance of IDP Families
School Type and No. No. of IDP Families | No. of People
occupying

Secondary No. 3 24 86
Secondary No. 5 , 5 ' 14
Secondary No. 8 3 12

Secondary No. 12 4 262
Secondary No. 13 1 4
. Tefekkur Lyceum 2 7
Secondary No. 14 1 4
Istedad Lyceum 1 7
Secondary No. 16 1 2

‘Secondary No. 17 28 135
Secondary No. 24 1 6
Secondary No. 28 1 5
Secondary No. 29 1 5
Secondary No. 30 2 7
Secondary No. 35 2 9
Secondary No. 37 1 6

Boarding School 39 : 140

Totals : . 118 467

A total of 118 families (467 people) inhabit the 18 selected schools. Details of
student numbers and the number of rooms inhabited by IDP families together with
numbers of rooms available for teaching in each of the chosen schools are given in
Annex J . '

According to the Ministry of Education’s list of schools slated for construction or
major rehabilitation, Secondary School No. 28 is proposed for the construction of 6
new classrooms and Secondary School No. 29 for the construction of 10 new
classrooms. : '

The location of each of the above schools is shown on Figure 4-8 from which it
can be seen that they are all located in the urban area of Sumgayit and well
spread out throughout the area.

' 4.5.8.2 Proposed Housing Sites

58 Mr. V. Bagirov.
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During a visit to Sumgayit during July 2005, the PPTA team were shown (by the
head of Architecture and Construction, M. Bagit Hasan-Zade) three building sites
that are considered suitable for the construction of apartment buildings within the
Sumgayit urban boundaries. A list of the sites, and their compliance with the
criteria for choosmg sites as described above is provsded below Full detanls of the
sites are given in Annex K;

Table 4- 16 Proposed Building Sites in Sumgayit —
‘ Compliaince with Site Selection Criteria

Building
Site No.

Est. Area
/ No. of
buildings
possible

Urban |

|loca-
|tion

Appropriate for

|proposed
{ housing with

open space

Consis-

{tent with
town long |
{term

| develop- -
| ment -

"|Road

jaccess &

I access-
{ible

Land

ownership
services )

Environ-
mental
and other
site
issues

8 No. 1

o

9,500 sq.m./
3-4 blocks

Yes

Yes

i strategy
Ve

[Yes

| Azer Transport

(Ministry of

| Transport)

Site _
desighated
for a new
cargo
transfer
station.
Envir.
Concerns
for air and
soil
poliution
and water
logged site.

No. 2

""'U) QS TjilaT TCocw

9;000
sq.m./2-3
blocks

Yes

Yes

.Yes

. _ Municipality

In area
bordered by
densely
populated .
iDP
dormitories.
Risk of
social
conflict.

No. 3

(7 24))

F

8,000 sq.m/

2-3 blocks

Yes

~{Yes

] Yes

Yes

‘ Municipaiity

Site clear
but part
built
structure
may require

demolition.

(o]

und Unsuitable

Building Slte Nos. 1 and 2 were found unsuitable or are unavailable for reasons as
described in detail in Annex K and summarized below

Table 4-17: Sumgayit Building Sites qund‘Uns’l‘l‘it'ab‘le

families and local people. The new housing would generate additional loads on an already

densely populated area so creating the risk of social conflicts.

Building | Reasons for not being able to ¢onsider the site for use by the Sll
Site No. Do
No. 1 It was found that the site is under the ownership of a state company, Azer Transport that belongs
to the Ministry of Transport. The land is desigriated for the site of a new cargo transfer station. In
addition there were environmental concerns for air and soil polfution from the industrial area close
by and the site being water logged.
No. 2 The proposed site is bordered by apartment and dormitory buildings densely populated by IDP
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4.5.8.4 Preferred Building Sites and Options for Use
Preferred building sites are illustrated on Figure 4-8.

Building Site No. 3 —The site is level and has sufficient area to accommodate two
to three of the proposed apartment buildings. There are no environmental
concerns and there is good access to services and roads. A newly constructed 2-
storey building that was built by the State to house IDPs is close by.

4.5.8.5 Housing

The 118 families from the selected schools can be adequately housed in two
apartment buildings of 60 units each. :

Building Site No.3 is suitable for the two proposed buildings.
4.5.8.6 Infrastructure

The construction of additional apartment blocks within the city will put additional
strain on services. The effect of this would have to be investigated during the final
design stage of the Sll. The project team were made aware that only part of the
sewage from the city is treated before being discharged into the sea. If this
situation does not improve by the final design stage of the Sil then septic tanks will
have to be included to serve the buildings proposed for construction under the Sll.

4.5.8.7 Housing Costs
In Sumgayit it is proposed to consfruct two five-storey apartment buildings of 60

units each. It is proposed that the two buildings would be constructed on Building
Site No. 3.

1. Land

Each of the proposed buildings will be of the same design and will have a
plan area of 640 square metres requiring a site area of 1,920 square metres.
Land costs are estimated as follows:

L Table 4-18: Land Costs for Sumgayit
Building No.of | Sqm. | Totalarea Cost per Cost ($)
Site No. | Buildings | req’d. per | req’d. (sq.m.) | sq.m. ($)
building
No.3 2 1,920 3,840 ; 8 30,720
Totals 2 3,840 30,720

These land costs will be included as part of the Azerbaijan Government
contribution.
: 61
Government of Azerbaijan-ADB ‘ Blackstone/GHK




Final Report December 2005 AZerbaijan Social Infrastructure

2. Buildings .

The estimated cost of one five-storey building of 80 units is $640,000 each or
1,280,000 total for Sumgay:t‘s twe proposed buildings. See Annex L. for cost
breakdowns :

3. : lnfrastructure

Each of the buildings will require connection to the adjacént road system,
water supply system, electricity supply, etc.. The estimated cost of these
extémal service connections is US $ 25,600 per building for a total of
$51,200 for 2 buildings in Sumgayit (see Annex L for cost breakdowns).
Sumgayit also has an inadequate sewerage system and it is proposed to
construction a septic tank with drain-field for each new building.

Table 4-19 summarises housing costs for Sumgayit:

Table 4-19: Su&aylt Housing Costs
Component ' ~ Base Costs (%)
T I 730,720
Buﬂdmgs e BE o 1,280,000
lnfrastructure (Ext serv:ces) . 51,200
Totals 1 - $1,361,920

4.5.8.8 Beneficiaries

Direct beneficiaries include the 118 relocated families (467 people), and the
students gaining access to improved education facilities. This provides an indirect
benefit to the entire community within which the schools are located and the fown
as a whole. '

IDP families in Sumgayit are occupying various support and common spaces in the
selected schools - gymnasiums, canteens, meeting rooms, workshops, etc. (see
Annex J). These spaces will again be available for educational and recreational
uses. : 0 :

Schools in Sumgayit are overcrowded, with 20,980 children .attending schools
designed for 12,571, and clearing the schools of the IDP famlhes will provide
addltlonal space to cope with the problem.

4.5.8.9 Outstandmg Issues

. For the proposals outlined above to be implemented then the outstandlng issues
described below will have to be resolved:

Building Site No. 3 — Application for permission to build on the site and for the
connection of services will require to be submitted to the town authorities and -
utilities.
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4.5.9 Summary of Housing Proposals®

Based on the situation as of July 2005, the housing proposals for each town can
be summarised as shown below:

Table 4-20: Summary of the Housing Proposals for the 3 Towns

4.6

4.6.1

Town Building | No. of iDP | No. of No. of Estimated
Site No. | families | schoois | new Cost ($)

re- | previously | buildings

housed inhabited on the

on that by the Site.

i Site. | 1DPs.
Barda No.2 | 228 6 schools 4
No. 6 168 - 2 schools 3 4,712 960

Mingechevir | No.3 300 10 schools 5 3,385,600
Sumgayit No.3 | 118 | 18 schools 2 1,361,920
Totals 814 36 - 14 9,460,480

Implementation and Management Arrangements for the Sii
State-Level Institutions and Organizational Structure for Sl

The proposed institutional arrangements for implementation and management of
the Sll are shown on Figure 4-9. The State Committee for Refugees and IDP’s
(SCRI) (see Figure 4-10) will be the Executing Agency (EA) for the Sli. An inter-
ministerial Project Steering Committee (PSC) will be established, with other
members drawn from the Ministries of Finance, Economic Development, Justice
and Education. A representative from ADB will participate in the PSC meeting as
an observer. The PSC will first meet within two months from the date of loan
effectiveness, and theredfter at least twice a year to provide overall coordination
and guidance and/or address any urgent issues that may require inter-ministerial
coordination/inputs.

SCRI (which employs 70 personnel) is the govemment agency responsible for the
registration, settlement and provision of relief to refugees and IDPs. As its primary
focus is the administration of humanitarian assistance (e.g. monthly payments to
IDPs for food and communal services), SCRI has little experience in community-
level .development, consultation and participatory processes. It does not, itself,
implement projects, but rather relies on the Social Fund of Development of IDPs
(SFDI) as its Implementing Agency.

. SFDI will act as the Implementing Agency '(!A) for the SIl. This égency was

originally established by the Council of Ministers as the lA for a World Bank and

® The housing proposals put forward are based on the datz and information available as of Juty 2005. H should be noted
thatthe numbers of IDP families inhabiting the schools shifts over ime. School pmm& may abso change as a resuit of
the resettiement programmes that are currently taking place. '
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GoAZ joint project aimed at improving the living standards of IDPs and refugees
through community-based social infrastructure projects and creation of new
employment opportunities through micro-finance programmes. Figure 4-11
illustrates SFDI's management and staffing structure. There is a ten-member
Board of Directors, which includes Government, local NGO, private sector and
international agencies. The Board is chaired by the Chairman of SCRI with all
members appointed by the Cabinet of Ministers. .SFDI staff handle the daily
requirements of the office and-consultants are retained when required to assist with
capacity building-or to manage project-specific ‘Project Implementation and
Management/Units (PIMUSs).

SFDI has completed/is currently implementing approximately U$150 million worth
of projects with a further U$150 million planned, including the present Sii.
Managed funds have come from many agencies including the World ‘Bank, the
Azerbaijani State Oil Fund, UNDP, UNHCR, the Azerbaijan Embassy in Turkey,
the Greek Embassy in Azerbauan and the State. The Islamic Development Bank
will-be added to the list during 2605%". Under it$ original World Bank funding of
US$10 million, SFDI has implemented almost 200 IDP-related social infrastructure
-and. assistance sub-projects with a total value of approxnmateiy $7.5 million and

~ provided micro-finance to new businesses in the amount of $2.1 million. SFDI's
activities include: consultations with central and local executive agencies, NGOs
(national and international), IDP communities and Baladiiyas; promotion of SFDI
activities;”  capagity-building., through : social - infrastructure: . - micro-project
implementation (with projects typically ranging between $5,000 and $50,000 but
going as hlgh as $300,000); and micro-credit in support, of income-generating
activities. " Implementation " of micro-projects 'is ‘carried out’ ‘through  competitive
bidding processes while micro-finance projects are Implemented by Micro-Finance
lns’ututnons (MFI) and Credlt Umons .

itis proposed that a Pl'OjeCt lmplementatlon and Management Unit (PIMU) be set
up under the SFDI, along with local Project Implementation Units at the regional
town level. The PIMU will be headed by a Project Director (PD) acceptable to the
ADB. The PIMU will be staffed with a complement of Azerbaijani professional and

. technical personnel assnsted by management, desngn and supervision consultants
as required. The PIMU wxll

coordinate with other agencies concerned;
carry out general project management and the supervision. of detailed
engineering design, procurement, construction supervision;
~ prepare an overall implementation plan and annual budget;
procure contractors for implementation of the physical works at the town level;
maintain financial accounts;
prepare quarterly progress reports, and a final Sli completlon report;-
organize M&E activities; and
direct activities under the social and community awareness programme.

" Annex F provides details of activiies completed by SFDI, along with the typical Micro- PrOJect
implementation Cycle.

, ‘ 64
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4.6.2

The PIMU will include an accounting function to deal with procedural aspects,
record financial transactions and prepare liquidation statements and replenlshment
requests.

Procurement contracts for the physical works will be centralised at the PIMU. SFDI -
has a well laid out procurement procedure which is followed for procurement of
works and contracts for all externally aided programmes, and programmes carried
out through the resources available under the State Oil Fund.

Implementation at the Municipal Level

Actual implementation of the SH will be carried out in the Sl towns under the
technical supervision and guidance of a Local Project Implementation and
Management Unit (LPIMU), staffed with qualified persons and headed by a Project
Implementation Officer (PIO). The local units will be responsible for the day-to-day .
management and implementation of the respective physical works carried out
through the contractors, and for preparing an annual development program and
annual budget.

A Town Advisory Committee (i.e, a town-level version of the PSC) will be
established in each town to guide the Sl implementation process.

As part of the overall counterpart funding, the local municipalities (Baladiiyas) are
to provide land for the construction of the new apartment buildings. Where the
lands selected for construction of the apariments are in the possession of the
Local Executive Authorities, the LEA should transfer possession to the Baladiiyas
within six months of the Sl commencement. Upon relocation of the IDPs,

~ apartment blocks will be maintained by the State Committee for Refugees and
IDPs (SCRI).

in the event of retum of the IDPs to their place of origin, the
apartment blocks it is anticipated that the buildings can be transferred to Baladiiyas
and owned by them, thus providing income-generating opportunities.

4.6.3 Staffing

PIMU and LPIMU staffing requirements for the three year lmplementahon penod

~ are illustrated on Table 4-21 below

Table 4-21: Staﬁ' ing Requirements for Project Implementation Units

Baku Barda Mingechevir, Sumgayit
No. Position PIMU LPIMU LPIMU LPIMU Total

1 |Project Manager (PM) 1 1
2 |Project Implementation Officer 1 1 1 3
3 '|Accounts Officer 1
4 [Procurement Officer 1
5 {Social/Community Development ,

Specialist 1 1
6 (To be named 1 1
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~__|Support staff 0
7__|Accountant 2 1 1 1 5
8  |Administrative Officer 1 1
9 |Office Assistant 2 1 1 2 6
Total 10 3 3 4 20
Implementation Period - Years 3 3 3 : 3 3
Allocated Person months 1 360 108 108 144 720

4'.6;4‘ Consultmg Services |

The Govemment will select and engage mtematsonal consultants working in
assodiation with domestic consultants to assist the PIMU under SCRI for
implementation and management in accordance with ADB's Guidelines on the Use
of Consultants by the ADB and ifs Borrowers and other arrangements satisfactory
to ADB for the engagement of domestlc consultants. The consultants will ‘be
recruited using ADB’s Quality and Cost-Based Selection (QCBS) method. The

. consultants, will. provide overall project management support, prepare detailed

engmeermg desugns cost estlmates procurement and tender documents; financial
management accountmg, reportlng support. They will also regularly supervise,
monltor progress.and quallty of works, and oversee resettlement actions. The team
leader (|n his/her absence the deputy team leader) will have overall responsnblhty

:for the management of consultlng services.

AAThe consultancy for Sll lmplementatlon will be. camed out, malnly by domestic

consultants, requiring an estimated 16 person-months of . international, and 112
person- months of domestic inputs as shown on the following table. A budget of
$US695,000 has been estimated for this work (see Section 9 — Project Costs).
Draft terms of reference for the consultants are attached to this report-as Annex O.

 Table 4-22: Consulting Requirements: Sll
" Contents ' Person months
!nternatlonal Spec;allsts .
Team Leader / Urban Planner 12
Architect {2
Construction Superwsnon (QC) Specialist 2
sub-total | 16
Local Specialists ‘ ] A ‘
Dy. Team Leader /Construction Engineer o 36
Service Engineer o 3
Procurement Specialist | 6
Construction Supervision (QC) 2 Ne. 36
___ B
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Social and Community Development 4
Financial Management Specialist 6
Capacity Building Specialist 4
Environmental Specialist 3
Survey Specialist 4
Performance Management Specialist . 4
To be decided 6

sub-total - C 112

Total 128

4.6.5 Management and 'Procure'ment

The SlI will be implemented over a period of three years, beginning in July 20086.
Physical completion is expected by June 2009 and loan closing date on 31
December 2009. Government's start-up activiies, such as preparing project
proformas, establishing PIMU and recrumng consultants should be completed by
the second quarter of 2006.

Presidential Decree N 245-HQ, 29 December 2001 on Law on Public
Procurements, sets out the principles and rules for effective. public procurements
by state enterprises and administration departments. Enterprises and
organisations in which the State share of charter funds exceeds 30%, and where"
the loans and grants are obtained by the state and received under the state
guarantees, are expected to follow the procedure for all domestic procurements.
The procedure outlined is comprehensive but should be reviewed at the beginning
of the implementation stage in terms of its adequacy to comply with the ADB
guidelines on procurement and its accepiability by the ADB for all domestic
procurements. (A summary of the ADB’s Guidelines for Procurement is provided in
Annex Q).

The SlI will involve two types of procurement, one for goods and the other for civil
works (construction) goods and services. Given the small individual contracts for
civil works that will be required over scattered areas, and the execution period of
three years, individual contracts are unlikely to attract international bidders. All of
the civil work contracts will, it is assumed, be executed by domestic contractors.
To ensure quality control, the EA will award civil works contracts to pre-qualified
contractors following govemmental local competitive bidding procedures
acceptable to ADB. Local units of the PMU will not carry out any procurement for
civil works. To expedite Sli implementation, advance action in accordance with
ADB’s Guidelines for Procurement will be undertaken for (i) pre-qualifying
contractors, and (ii) preparing tender documents.

Efforts will be made to limit the number of contract packages and engage larger
professional contractors so as to shorten the construction period and ensure single
accountability for the quality of work. The contract packages will have a minimum
value of AzZM250 million ($50,000). The consultants will be involved in preparing all
procurement packages, bid document, shorilisting of contractors and suppliers,
evaluation of bids and award of contracts. S
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Procurement packages for goods are unlikely fo exceed $500,000, so most of the

procurement will fall under ADB’s international shopping (IS) procedures. Direct

purchase procedures will be used for small or off-the-shelf items valued at less

than $100,000. The PIMU will be responsible for procuring vehicles and equipment

centrally. Advance action for procurement of equipment and vehlcles will be
‘ requlred to facilitate the start-up of Sl implementation.

With the assistance of an adequate number of suitably qualified accounting staff,
the PIMU under SFDI will maintain records for all sources of funding and the Sl
expenditures in accordance with generally accepted accounting principles.
Consolidated project accounts and related financial statements compiled by
the PIMU will be audited annually by independent auditors acceptable to
ADB. The annual audit will cover all receipts' and -expenditures, imprest accounts,
statement of expenditure (SOE) procedures, and compliance with loan covenants.
The audit report will include' a separate audit opinion on the use of the imprest
account -and SOE procedures. The audited accounts, dudit report, and related
- financial statements will be submitted to ADB, in Englrsh within six months after
- the'end of each fiscal year:

The PIMU will receive monthly and quarterly progress reports from the three
field units and will consolidate these reports, which will then be submitted to ADB
within one :month after the end of each quarter. The report will provide information
on progress made, problems encountered during the period and steps taken or
proposed to:be taken-to remedy the problems, and the proposed programs for the
following quarter. The report will particularly address progress in meeting the
targets set:for the beneficiaries to be covered during:the reporting period. The
report will also provide summary financial accounts of the SlI; expenditure during
the quarter, year-to date expenditure :during the quarier 'year-to-date-expenditure,
and -expenditure to date. Thé PIMU will also submit regular- Monitoring and

" Evaluation (M&E) reports. Finally, within three months of substantial physical
compiletion, an Sl completion report will be prepared and submitted by the EA in a
format satlsfactory to ADB.

Dlsbursement of ADB loan funds wdl be-undertaken: in accordance with the
procedures set out in ADB’s Loan Disbursement Handbook (January 2001). Soon
after loan effectiveness, an imprest :account will ‘be -established at a bank to be
agreed upon by the Govermnmerit and ADB to. facilitate the timely release of loan
funds. The Ministry of Finance (MOF) will supervise the imprest account
operations. The initial amount to be deposited will be limited to -6 months of
estimated Sli expenditures; or 10% of the amount, whichever is: lower.

PIMU under SFDI -will open a bank account into which the ADB funds will be
transferred by the MOF from time to time. The operation and management of the
Sl funds will be in the hands of the PIMU. The Project Director of PIMU will
operate the Sl account under joint signature with the Team Leader of the MDS
consultants, and in the absence of the Team Leader, with the Deputy Team

Leader.. ’

‘TAhe imprest accounts will be managed and liquidated according to detailed
arrangements agreed upon by the Govemment and ADB, and consistent with
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ADB’s Loan Disbursement Handbook. The statement of expenditures (SOE)
procedure will be adopted to reimburse eligible expenditures and to liquidate
advances provided to the imprest account. It will allow for financing of Sl
expenditures for (i) civil works awarded on the basis of local competitive bidding,
and also for (i) locally procured construction materials. The imprest account and
the SOE procedure will be established, maintained, and audited in accordance
with ADB’s Loan Disbursement Handbook. The SOE procedure is applicable to
individual payments below $50,000. The PIMU will be responsible for preparing
disbursement projections, requesting budgetary allocations for the counterpart
funds, preparing withdrawal applications and sending them to ADB.

At the town level, sub accounts will be maintained. The funds will be transferred by
the PIMU based on the estimated incremental expenses for the quarter to meet
salary and other office running expenses of the local units of the PIMU. The local
unit of PIMU will render monthly accounts to the PIMU. A summary of
disbursement procedure and guidefines, as prescribed in ADB “Loan Disbursement
Handbook’ 2001,%or the use of the Executive and implementing agencies is
provided in Annex R. The suggested procurement packages for the Sli is provided
in Annex S. '

4.6.6 Implementation of Re-housing Process
Figure 4-12 illustrates a series of steps for implementing the re-housing process.

It is proposed that a Re-housing Commission be set up in each Sl town,
consisting of the local stakeholders and including the Baladiiyas, Mahalas of the
host communities and local representatives of the SCRI. The Commission would
be responsible for reviewing the re-housing strategy in light of the existing
situation, and assist with the re-housing process as it moves forward.

The early formation of new Mahalas Komitesis/Block Committees (or strengthening

and registration of community groups that may already be functicning within the

IDP communities living in the schools who are being moved to the new buildings)

is essential to ensure the re-housed IDPs can fully- benefit from their move, and for
- the moving process to be implemented successfully.

in many of the fully inhabited schools there exist strong communities. Where
- possible these “school communities™ should be re-housed together in the proposed
new apartment buildings.

Throughout the re-housing process, close cooperation between the local SCRI
representatives and the Baladiiyas will be essential, as will the involvement of the
Mahalas of the host communities in order to minimize any possible social or
community conflicts. Collaboration with any existing host Mahalas will also be
essential.

The IDP families living in the town will alf be aware of the progress of the new
structures and arrangements will have to be made for security at the building sites
as the structures near the completion stage, to ensure other IDP families outside
the target group do not take over the properties. Similarly, at the cleared schools

, 69
- Government of Azerbaijan-ADB Blackstone/GHK




Final Report December 2005 Azerbaijan Social Infrastructure

steps should be put in place to stop other IDP families moving in as the
classrooms become vacated.

4.6.7 Management, Maintenance and Operation Consﬁderations

While-the. IDP families are inhabiting the proposed apartment buildings,
responsibility for their' management and maintenance will-lie with the SCRI. The
Mahala Komitesis will be ‘essential in contributing to the success: of these efforts.
Management of the facilities will not only include ensuring the provision of services
to the buildings; cleaning of common areas and extermnal and internal maihtenance,

but also control of how the buﬂdzngs and the surroundmg areas will be used

_ In order to assist in the management of the buildings the SCRI Baladiiyas and

Mahalas will need to draw up and-agree on regulations that the inhabitant IDP
families must abide by during their occupation of the new housing units. Such
regulations will be needed to control the methods and types'of materials to be

~used for internal partitioning, etc., and ‘address - the general use that will be

4.7

4.71

permitted in and around the- buﬂdmg They can also be effective in préventing the
common practice of extending the enclosed living area onto'the balconies of
apartments and the constructlon of additional structures on the roofs of the
buildings. ;-

Use of the surrounding areas ad)acent to the new buildings will also need to be

covered in the regulations and cooperation will be necessary with the Baladiiyas

with respect to erection of illegal structures, waste disposal, gardening, and misuse
of the areas, among others.:

Where |t has been possmle to prowde a buﬂdsng wuth busmess mcubator and
community facmtnes on the ground floor, the Mahalas will be able to edrn some
revenue from renting out the business faciliies and the community hall for
weddings, funerals, etc.. The business facilities would enable the IDPs to pursue
businesses that benefit themselves as well as the community at large.

Should such time come when the lDPs can retum to their original regions, the
buildings can be retumed to the Baladiiyas for possible rental as studio
apartments, sale as condominiums or even possibly conversion into hotels from
which they.could eamn income.

Capacity Building (CB) for the Sll

Aspects of Capaclty Bulldmg

ot

N Capacnty building (CB) initiatives related to the Social lnfrastructure for IDPs (Sll)

componerit, will address several broad areas including social mobilization,
strategic planning, budgetary processes, financial management, procurement and
SIl monitoring. This report section provides information on the capacity building
activities that will take place during the life of the Sll. During the Sli inception
period the proposed plan will be verified and more detailed capacity building plans

‘will be prepared to include: identification of trainers; duration and sequencing of

tratnlng, numbers and specifications for equlpment costs; etc... A preliminary
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Capacity Building Matrix for the SH is included at the end of this report section
(Table 4-23).

The capacity building activities for the SiI will encompass three main categories, as

~outlined below. If any one of the three areas is insufficiently developed, the
organization and its people will not be able to function in an efficient and effective’
manner:

¢ Human Resources Development (HRD)

Following the training cycle, and utilizing basic principals and practices of, adult
education, HRD is directed at the individual or groups of individuals to develop
their capacity to carry out their job functions in an appropriate manner and towards
the achievement of organizational Goals. This activity often takes the form of
experiential training in ali its modalities (e.g., classroom courses; mentoring; on-
the-job training; etc.). '

¢ Organizational Development {(OD)

OD is directed at.the organization or institution to develop its capacity to organize
and manage groups of individuals to deliver its mission. This activity can include
the development of goals and mission statements, guiding principles, strategic
plans, management structures, financial systems, orientation to clients, etc.. -

e Infrastructure Development (ID)

ID refers to the necessary construction and/or equipment required in order for the
organization and its people to function successfully.

4.7.2 Executing Agéncy (EA)

Capacity building for the EA will include infrastructure improvements such as the =
provision of equipment to the State Committee for Refugees and Internally
Displaced Persons. (SCRI), both at the headquarters in Baku and in the selected
local offices (e.g., office fumiture, computers, photocopy machines, and fax
machines). ' ‘

4.7.3 Local Government

The Local Executive Authorities (LEAs) and Baladiiyas will act as support agencies
for the S, although they will not be directly involved as executors or
implementers. Local government will be the focus of strong capacity building
~activities during the future SIRT, as described in Section 5 of this report.

4.7.4 Implemehting Agency (lA), Project Implementation and Management
Unit (PIMU) and Re-Housing Commission

Although the Social Fund for the Development of IDPs (SFDI) has experience with
regard to implementing projects related to relocation of IDPs, as summarized in
Annex F, some additional CB will be applied to the agency, such as:
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= HRD: Workshops to inform/update management/staff re: ADB requirements,
project cycle,” monitoring and evaluation requirements, etc.; project
management, financial management, procurement, monitoring and evaluatlon
'gender analysis; : :

e [D: Equnpment updatmg, as requ:red

It is anticipated that the staff of the PIMU will be seconded and/or recruited by the
SFDI. They can receive training in ADB reporting and other requirements from the
agency, international consultants assigned to the PIMU and other sources. At the
beginning .of the SII; training in- physical works and regular administrative
‘responsibilities for the PIMU staff will be organised. :

) A_dditional CB w1I| be ‘directedi foWards the ReQHousing Commission that is
~ proposed to oversee the moving of the IDPs from the schools to the new.

4.7.5 Mahalas

The Mahalas will receive tralmng in govemance and operation of such community-

based organizations, as well as training in -management, the operation and
maintenance of the new housing and other areas.

‘Specific CB activities are summarized on Table 4723, fotlbwing:

Table 4-23: Capaclty Bulldmg Matnx —the Sll

Capacity Building Target Capaclty Descnptlon of Cost of
Activity Group Building Activity Activity
Provider ,
. A. SFDI/PIMU/Re- { Topics: project cycle,
"Housing - 1 ADB reguirements,
Commission needs assessment,
' i planning and design,
SFDI Local trainers implementation, 3,000
A1. Sl managers | and | monitoring and
"Management international evaluation
: ; ‘'specialists Timing: at Sl start-up
j Delivery: workshop 2
days; on-the-job-follow-
up; shadowing PilJ
' staff
A2. Financial SFDI financial | Lo¢al and Topics: commercial 3,000
Management | staff international | accounting system,
’ ‘specialists | annual financial
‘ | statements, financial
{ projections, budgetary
procedures, tax
assessment
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-Government of Azerbaijan-ADB BlackstonelGHK




Final Repbrt December 2005

Azerbaijan Social Infrastructure

Table 4-23: Capacity Building Matrix —the Sli

Capacity Building
Activity

Target
Group

Capacity
Building
. Provider

Description of
Activity

Cost of
Activity

A3. Procurement

A4.HR
Management

A5. Management
information System

AB. Computer
‘“Training

Staff

"| responsible
1 for
| procurement

Managers
| and
supervisors

I MIS staff

' All as
required

Specialists

{ Internationatl
| specialists

MIS specialists

' Local
specialists

Timing: within the first
year

Delivery: workshop 5
days, 8 sessions (1 per
town); on-the-job

| follow-up; shadowing

PlU staff

Topics: ADB
requirements,

+ Azerbaijan
| requirements
Timing: at SH stari-up

Delivery: workshop 2

| days, 3 sessions (1 per

town); on-the-job
follow-up; shadowing
PlU staff

- Topics: recruitment,
. management styles,

leadership, motivation,
performance review,

. time management

Timing: within first year

' Delivery: workshop 3

days, 3 sessions (1 per

- town); on-the-job
1 follow-up; shadowing
- PlU staff

Topics: enhancing
existing MIS, PPMS,
computerizing MIS

" Timing: ongoing for life

of project

Delivery: workshop, on-
the-job training,
technical assistance,

| shadowing PIU staff

{ Topics: software

applications

' Timing: within the first

year
Delivery: workshop, on-

1 the-job follow-up

3,000

10,000

3,000

5,000
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Table 4-23: Capacity Building Matrix —the Sli

Capacity Building
Activity

Target
Group

Capacity
Building
Provider

Description of
Activity

Cost of
Activity

AT7. Equipmeht
Provision

A8. Vehicle
Provision

| AS. Community
Relations

A10. Women’s
Participation

All

All

{ Re-Housing |

Comin.

»Community

I FIMU

PMU

Specialist

{ Community
-1 Development
- Specialist with
1 Women'’s

{ Groups/NGOs

Topics: office furniture,
| office eguipment,

computers, software

{ Timing: Sl start-up
| Delivery: procurement
| and installation

Topics: vehicles

| Timing: Sil start-up

Delivery: procurement

Topics: relocation
process and logistics;
communications;

| strategic planning for

move; allocation of new
units;
Timing: Sl! start-up

| Delivery: workshops in

3 towns; re-housing
strategies

Topics: common areas,
utility supply, waste
management, parking
areas, apartment

| extension, operation

and maintenance

Timing: ongoing
throughout life of

| project ;
| Delivery: workshops 2

days, on-the-job

training

100,000

50,000

2,000

5,000
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B. Mahalas
B1. Mahala Committee Local and Topics: community 3,000
Operation members international mobilization, public
social and education, operation of
community organization, establishing
| development relationships, member
| specialists involvement, relationship
from PMU and | with Baladiiyas and LEAS
PIU . local Timing: ongoing
specialists throughout fife of project
Delivery: workshops 3
days, on-the-job training
B2. Project - Committee Local trainers Topics: Project cycle, 3,000
| Management members and ADB requirements, needs
Baladiiya/PIMU | assessment, planning
staff and design,
implementation,
monitoring and
evaluation, financial -
‘| management
Timing: ongoing
throughout life of project
Delivery: workshops 3
days, on-the-job training
for Mahalas re: Sli sites
B3. Operating a new | Community Local and Topics: community - 3,000
Mahala members International mobilization, public
‘ - social and education, operation of
comrmmunity organization, establishing
development relationships, member
specialists | involvement, relationship
from PMU and | fo Baladiiyas and LEA
PIU , local Timing: ongoing
specialists throughout life of project
oo for Sil site Mahalas
Delivery: workshops 3
days, on-the-job training
B4. Managing and { Committee PMU/PIU staff | Topics: common areas,
maintaining the New | members utility supply, waste
Housing management, parking 3,000
areas, apartment
extension, operation and
maintenance
Timing: ongoing
throughout life of project
Delivery: workshops 2
days, on-the-job training
B5. Women’s Community Community Timing: ongoing
Participation Members Development | throughout fife of project
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Specialist Delivery: workshops,
, technical assistance
. C. Other To be { To be To be determined 4,000
. : determined determined .
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5.0

5.1

is

Overview of Social Infrastructure for Regional Towns (SIRT)
SIRT Description and Rationale

The SIRT, which proposes to support up to eight regional towns including
Mingechevir Barda and Sumgayit, supports the GoAZ’s policies of
decentralization and its focus on development of its economic regions. It will
promote the renewed health of RTs through the intended substantial investment
in RT strategic planning, in major social infrastructure, in RT capacity-building
and in provision of a facility to stimulate social infrastructure provision through a
community-driven “Local Initiatives Facility”. The SIRT fills a gap by virtue of its
emphasis on Regional Towns. As Sections 2 and 3 of this report have described,
much of the planning and infrastructural investment-related emphases have been
on the capital city of Baku. The substantial investment in RT infrastructure
should help to create more favourable infrastructural and institutional conditions

. for private sector investment in RTs through its invesiment and capacity-building
activities, thereby helping to resuscitate and renew areas that have been hlt hard
by conflict and by the difficult transition to a market economy.

Design of the SIRT will be the primary focus of an upcoming, separately
contracted, phase of the PPTA. Its intended components, as currently
constituted include the following:

e City/Regional Town Development Strategies (CDS): The CDS will include
identification of up to eight regional towns and development of community
plans for these. Detailed long-range strategies and urban plans will be
prepared for the towns, including identification of key infrastructural needs
and feasibility studies for pnonty projects. A highly participatory approach will
be employed;

e Social Infrastructure Investments: A number of infrastructural works
identified as having highest priority in. each of the eight RTs wil be
implemented. Such works may fall under several different sub-project types,
including solid waste management, road improvements, drainage
rehabilitation, constructuon of community centres, eﬂders and youths’ facilities,
etc.;

e Institutional Arrangements for the SIRT: This component will describe

' potentially involved institutions (e.g., executing and implementing agencies,
advisory bodies and community groups) through which the SIRT will be
implemented and the management processes that need to be followed;

These activities are discussed below, while capacity building related to the SIRT
discussed in Section 7.

5.2 Participation in the SIRT: Recommended Criteria for Selection of Regional
Towns (RTs)

While it is recommended that the three RTs selected under the Sll be included in
the SIRT in order to gain synergies with the Sli, the SIRT envisages participation
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of up to eight RTs. An important task remains to select up to five additional RTs
for participation in the SIRT. A preliminary set of evaluation criteria which could be
used to select the additional five RTs is provide below as a basis for future
discussion and refinement:

¢ Extent of unemployment and difficulty facing the local population, with an
important aim of the SIRT being to contribute to poverty alleviation through
improved social mfrastructure

. Expressed commltment and 'support for the SlRT by nationhal and local
. governments (baladnya and LEA); v

e Partnerships, such that the SIRT is. conceived by the local counterparts as a
participatory process$ involving local stakeholders including both the private
sector and community organizations such that strong local buy-ln’ is inherent;

& "Potential forllocal contnbutlon to co-f inancing, whereby RTs are able 1o offer a
contributionto increasé” the overall value-added, and local .ownership of the
project;

e Institutional capacity at local level, whereby RTs have relatively well
established local self-government, LEA and other (NGO/CBO) capacity to
contribute;

e Presence of mixed commiunities that enable t'hev SIRT to benefit local
: c’ommunlty membérs‘ inCludin:g‘ IDPs and Olher vulnerable groupS'

e Urgency of the need for upgrading of social mfrastructure/serwces/famIltles

e Existence of social cohesion/social capital, assoc;ated among others W|th the
- level of format|on of NGOs, CBOs mahala komltes:s etc;

o Links to potential add-on i l\/f-stments such that the prospects for investment
' 'follow-up for lmplementatlon are hlgh

e Links with other development initiatives to create a critical mass of positive
change. In this regard, there could be a “multiplier effect’ associated with the
Ilnklng of socxal mfrastructure improvements with the work of other agencies;

. Strengthenlng of linkages between parthIpatlng towns, that is, investments
creéate improved conditions for economic development synergles/other types of
value- added between RTs;

s Regional balance that enables resources to be allocated in a way that ensures
reasonable balance of activities across the regions;

o Activity balance that sees resources allocated in such a way that an investment
in one type of infrastructural improvement creates a synergy with another fype
of activity. =~
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53

5.4

5.5

It is recommended that, paralleling a process followed for the Sll, a rapid

participatory assessment be undertaken, utilizing a finalized set of criteria, to select

up to five additional RTs. These should include the two additional RTs that are the

subject of the Cities Alliance initiative (Sheki, Ganja), as well as some RTs in the -
south (e.g Bilasavur, Sabiribad, Saatly, Imisli). The social infrastructure upgrading

being undertaken in certain RTs in the context of BTC pipeline construction should

be considered, on the one hand, for the possibilities for synergies versus, on the

other hand, the desire to avoid of duplication of effort. See Annex B for baseline

information on RTs and their socic-economic characteristics.

City/Regional Town Development Strategies (CDS)

- Building on the results of the Cities Alliance SIRT(see Section 3), this component

involves the preparation of detailed long-range strategies and urban development
plans for participating RTs, including identification of key infrastructural needs and
feasibility studies for priority projects.

This planning component will need to take into account the range of possible
scenarics (e.g., retum of IDPs to their homes versus no retumn; continued high
out-migration from RTs versus lower levels of out-migration; ability of improved
social infrastructure to improve conditions for private sector investment and
economic development; ability of other initiatives, such as AZRIP and ADB Micro
and Rural Finance Project to stimulate urban renewal based on the resuscitation
of the rural hinterland, etc.).

The identiﬁcation of key infrastructural priorities wil need to be undertaken
utilizing a highly participatory rapid appraisal methodology that involves national,
regional and local levels of government, donor and humanitarian organizations,
national NGOs and local CBOs (e.g., Mahala Komitesi) etc. The private sector
will be a particularly important stakeholder to include in discussions regarding
priorities, to identify the mfrastructural barriers to domestic and foreign direct
investment (FDI)

The exact components and parameters of this Component will be developed in
the next Phase of the PPTA.

Social Infrastructure Investments

This component will fund implementation of the high-priority infrastructural needs
identified through a needs assessment (see Section 5.3 above). Such needs may
fall under several different sub-project types, including solid waste management,
road improvements, drainage rehabilitation, construction of community centres,
elders’ and youths’ facilities, etc..

Institutional Structure and Implementation Arrangements

551 The Institutional Context in Review
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As described in Section 3.5 of this repori the operating environment at the local
governmental level into which the SIRT will be rmplemented carries with it a
number of issues:

Inadequacy of municipal financial resources;

A leglslatIVely ambiguous’  mandate regardlng LEA and

munrcrpal/Baladuya responsrblhtres

Barriers to munrcrpa] autonomy,

Municipalities’ “non-governmental” status;

Unfavourable conditions with municipal government for long-term
lannlng,

inadequate human resource capacrty,

Lack of budgetary oversight,

Lack of a national association;

Weak civil society;

Impedrments te NGO formatron

@ 6 6 06 6T 8 6 o e

Whrle resolutlon of many of these issues would requrre consﬂtutronal/!egal
amendments, and may be.beyond the scope of the SIRT, some may be able to
be :addressed through the. SIRT and: are discussed. in.-Section 56. It is
recommended that the workability of the following institutional framework for the
SIRT be more carefully scrutinized in light of these issues,; some of which may
have an impact on the shaping of SIRT projects (e.g. to ensure that there is no
overiap/conflict regarding jurisdiction between the LEA and Baladiiya);
sustamabrhty of pro;ects in vrew of the frscal drffrcultres facmg Baladuyas etc.)

5.5. 2 Prellmlnary Recommendatlons Regardmg an lnstltutlonal Structure®?
The followrng proposed mstrtutronal stmcture for the SIRT must be considered as

preliminary. Much more work on the ‘ideal institutional framework remains to be
done under a pending second phase of this PPTA that will encompass up to five

.additional towns. Thus, the following recommendations for the SIRT are based

on the assessment to date of local governmental/non-governmental capacity and
assumptions regarding capacity-building that will be undertaken (see Section
5.5): . v

While the Executing Agency (EA) for “Social Infrastructure for IDPs” (SH) will
be the State Committee for Refugees and IDPs (SCRI - See Section 4), the
logical Executing Agency for the SIRT .is the Ministry of Economic
Development (MOED) (see Figure 5-1). MOED was selected as the EA
because of its roles in implementing the State: Programme on Social and
Economic Development of the Regions (2004-2008) (SPSEDR), and the State
Programme on Poverty Reduction and Economic Development (SPPRED). As
noted in Section 2, the SPSEDR recognizes individual needs of the regions as
well as the importance of encouraglng development outside of Baku to address
the current imbalance in economic activity. . The SPSEDR places particuiar
emphasis on: improvement of infrastructure and utility service supply (water,

A discussion of procurement, auditing, accounting, disbursement and land acquisitionfresettiement-related
recommendations that may be helpful fo the SIRT can be found in the Sll-related Section 6.
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sanitation, gas, electricity, roads) to regions; construction of social buildings;
harmonization of legislation and standards to enable membership in reputable
international organisations and economic unions; establishment of a land
cadastre; streamlining procedures for execution of property use and leasing
rights; increasing baladilyas’ roles in managing infrastructure and utility
services; and expanding the public-private dialogue. These emphases
‘coincide with many of the elements of a City Development Strategy (CDS),
which is a priority in many towns as discussed further below, and one being
undertaken by ADB and UNDP in a series of towns including Mingechevir
through their Cities Alliance (CA) Project. SPPRED houses the Project
Management Unit (PMU) responsible for implementing the Cities Alliance
programme which will begin in July 2005, and will house the PMU for this
Project;

s An Inter-Ministerial Project Steering Committee (PSC) will be established at
MOED with members drawn from Ministry of Finance, Ministry of Justice, and
Ministry of Education and State Committee for Refugees and IDPs. A
representative from ADB will participate in the PSC meeting as observer. The
Minister of MOED will chair the PSC. The PSC will meet within 2 months of
the finalization of the loan. Thereafter, it will meet at least once a year to
provide overall coordination and guidance, or whenever an urgent issue
requiring inter-ministerial coordination arises;

e A Project Management Unit (PMU) will be set up under the MOED within
SPPRED. The PMU, led by a Project Director (PD) acceptable to the ADB, will
‘be staffed with a complement of professional and technical personnel. The
PMU will be assisted by the management, design and supervision (MDS)
consultants during the entire period of implementation. The PMU will:

- coordinate with other agencies concemed;

- carry out general project management and the supervision of detailed
engineering design, procurement, construction supervision;

- prepare an overall implementation plan and annual budget;

- procure contractors for implementation of the physical works maintain

_ financial accounts;

- prepare quarterly progress reports, and a final project completlon report;

- organize monitoring and evaluation activities and activities under the .
social and community awareness programimes.

The PMU will have an accountmg section to deal with procedural aspects, to
record financial transactions and prepare liquidation statements and
replenishment requests. At the beginning of the Project, training regarding
infrastructural works and regular administrative responsibilities for the PMU
staff will be organised. Procurement contracts for infrastructural works will be
centralized at the PMU.

¢ A Project Implementation Unit (PIU) will be established at the RT level,
headed by the Mayor of the Baladiiyas/elected municipal council. Work will be
carried out headed by a full-time, experienced senior technical person. The
number of PIU staff will range from 7-8 on the basis of the volume of work. The
responsibilities of the PIU will include:
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- the carrying out of detailed surveys, rnvestrgatrons and engineering
designs of the individual city components: :

- tendering, evaluation of bids and awarding of contracts;;

- contract administration, supervision and quality control:

- monitoring of work carried-out by the contractors;

N certification of payments:-

- conducting of public awaréness campaigns and participation programs;
< BME studies;

- environmental assessment

- compliance with loan covenanits;

-+ preparation of monthly reports. .

e Performance of the PIU will be monitored and guided by a Town Advisory
Committee (TAC) chaired by each city mayor. The committee members will
include. representation from the LEA, Baladiya (twé  elected municipal
cotuinselors including one woman), and three citizéns at large mcludrng private-
séctor ‘business represéntation. The Town Advrsory Committee will meet
regularly, at least once every three months to revrew progress and sor*t out
local issues and pohcy matters. :

A potentlal PMU and PIU staffing regimen is sét out in Table 5-1, below:

Table 5-1: Staff" ing Requlrements for PMU and PlUs

‘ . 1 | Reg|ona|
No. |Position - IBaku Barda Minge- Sumgay {Towns [Total
S : . ; chevnr - fit (5)
1 |Project Manager (PM)" n___ , N 1
2 Project Implementation Officer 1 11 1 s 8
3 Accounts Officer 1 1 1. 1 5 ]
|4  [ProcurementOfficer , 2 = | 2
5 Social / Commumty M ' ; 1
Development Officer . _ ; BB
Local Investment Fund], i
B Coordinator 1 1 1 3 _ 1.' : 3 0
__{Sub total , 16 13 g B 115 30
___|Support staff_ ] = | 1 '
7  |Accountant 2 1 1 e 5 10
8 Administrative Officer 1 1 | il 15 9
9  |Local  Initiative Furrd‘1 l1 R " 15 9
- __|coordinator , : - g 1
10  |Office Assistant: 3 1 1 2 5 12
Sub total 7 4 4 5 20 40
Total 13 ”7 B 7 . - 8 | 35” 70
Implementatron Period # off . o L . B
Vears) R T R > P
Allocated Person months 780 420 420 480 2(1 00 4200
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With regard to consulting services, one option is that the. GoAZ select and
engage two international consulting firms in association with domestic
consultants to assist the PIMU under SCRI and EA under MOED for project
implementation and management in accordance with ADB’s Guidelines on the
Use of Consultants by the ADB and its Borrowers and other arrangements
satisfactory to ADB for the engagement of domestic consultants. Under this
scenario, two intemational consulting firms, acting as the Management, Design
and Supervision (MDS) consultants, would be recruited using ADB’s Quality
and Cost-Based Selection (QCBS) method. SCRI would recruit the MDS
consultants for the SiI, and MOED would recruit the MDS consultants for the
SIRT. The MDS consultants would provide overall project management
support; prepare detailed engineering designs, cost estimates, procurement
and tender documents; financial management, accounting, reporting support.

‘They would also regularly supervise, monitor progress and quality of works,

and oversee resettlement actions. The team leader (in his absence, the deputy

team leader) would have overall responsibility for the management of

consulting services;

The MDS consultancy, including the LIF and alf capacity building, is calculated on
a preliminary basis to require approximately 50 person-months of international and
220 person-months of domestic inputs (Table 5-2)." These inputs are subject to
revision as details of the SIRT are finalized. The estimated consultants' costs are
in Annex O.

Table5 2: Consultmg Requwements SIRT, LIF, CBLG

Contents Person months
International Specialists )
. [Team Leader / Municipal Engineer 30
* [Municipal Engineers ) TBD ' v , 10
Construction Supervision (QC) Specialist B 6
Social and Community Development Specialist 4
sub-total 50
- [Local Specialists v
Team Leader / Municipal Engineer : ' 54
Solid Waste Mgt. Specialist. - ' 18
Roads/Drainage ' ' : 12
Procurement Specialist - ' ‘ 30
Construction Supervision (QC) 42
Social/Community Development B 9
Financial Management Specialist : 9
Capacity Building Specialist : ‘ 12
Environmental Specialist ' . : 6 -
‘|Performance Management Specialist ' ' ' 6
Community Driven Development Specialist 12
To be decided : 10
sub-total ' 220
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[Total | | | j 270

A question has been raised by the ADB regarding the perceived’ ovérly high level of
international, as opposed to local, consulting expertlse A recommiended task under the
pendihg second PPTA coritract will be to re-examine the intemational and local levels of
consultmg requnred to undertake the types of tasks ul’umateiy deﬁned under the SIRT
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6.0 LocalInitiatives Facility (LIF) -

The proposed structure of the LIF as described in this section and elaborated in
Annex M, should be viewed as a preliminary model only, to be refined and
changed in an upcoming PPTA phase of work. This early model may be too
centralized and require substantive alteration particularly as regards the areas of
project management and accountability/monitoring and evaluation measures.
Thus, at the end of Section 6 suggestions regarding some alternative management
models worthy of consideration are described, and recommendations provided,
regarding the direction of future work to elaborate the LIF.

6.1 LIF Overview

The purpose of the Local Initiatives Facility (LIF) is to enable community groups
(CGs) within eligible regional towns (RTs), to select and implement the high-
priority social infrastructure initiatives that they themselves have selected through
a demand- and community-driven process to improve their well-being.
Amelioration of basic social infrastructure needs will raise living standards and
alleviate hardship, thereby enabling CG beneficiaries to have increased energy to
devote to other productive social and economic activities. Moreover, the building of
CG capacity, which is a fundamental and necessary activity within the LIF (see
Section 7), will provide toois to enable CGs to undertake other positive community
initiatives well beyond the duration of the LIF. In addition to strengthening CGs, an
underlying aim of the LIF is to provide opportunities for development of productive
partnerships and support between CGs and their municipal representatives.

Extensive social assessment consultations with diverse stakeholders during
project preparation yielded a range of types of common, high-priority social
infrastructure needs that are likely to be presented by CGs for LIF funding. The
typology of these likely “sub-projects” is outlined later in this section and is
described in detail in the LIF Operations Manual — OM (Annex M). Based on
assumptions regarding average costs of such sub-projects ($10,000-$15,000) it is
envisaged that, over a five-year period, the LIF, assuming an allocation of $3
million and the participation of three RTs®, will be able to fund between 40 and 60
sub-projects per pariicipating RT. Criteria defining sub-projects that are considered
ineligible for funding under the LIF have been defined and are provided in the OM.

- The LIF delimits “Community Groups” eligible for LIF participation in a broad
manner. They must:

Be geographically located within the administrative boundaries of the RT,;

e Have a leadership structure and community members located within the RT;
or,

e If not yet organized, be willing to undergo organizational support offered
under tLIF capacity-building (see Section 7 and Annex M);

» Be registered as a local CBO/NGO with the Ministry of Justice and/or the RT
Baladiiya (to enable receipt of funds); or,

& It is assumed that the $3 milion amournt will be expanded if, under the SIRT, up to eight RTs are to participate

inthe LIF.
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o If not registered, then successfully find alternative vehicles through which to
have funds channelled, e.g. by registering as block committees with their
municipalities or entrustmg a legal entlty with the receipt of funds (See

- CPIC/OM); :

+ Not have a political purpose or charter

»  Not function for profit or for economic gain.

This broad déefinition is' intended to encompass those local CGs that share a
common and positive social development purpose and that are already organized
and active, or that are willing to become so. Ehgxbmty is open to groups of
residents, whether IDP, local or mixed, as well as the widest range of CBOs, such
as women’s, parents’, elders’, youth, handicapped groups, etc. [t includes
. residents’ block and cluster associations, many of which are organizing
themselves to try to cope with theéir housing-related socua] mfrastructure duties that
used' to be met by the State-run “zheks’ (municipal’ pubhc works department)
which functioned relatlvely well during pre-lndependence ttmes but which have
since become unable, as a result of a lack of fundlng, fo fulfll re3|dents needs

e addmon to capacity buﬂdmg, which is discussed in Sectlon 7 of this report there
are two main parts of the LIF, each of which is summarized beélow and discussed
in more detail later, in Sectlons 6-3and6-4: :

' Part A ~ Sub-Project Funding: This Part will provnde funding for social
infrastrlcture sub-projects identified as needed by community groups in
participating regional towns. While: sub-projécts will generally be of a
magnitude under $25,000 the OM defines circumstances under which
ekceptions to" ‘this’ Timit. may be waived. 'In order for’ ‘sub- -projects to be
approved-and lmplemented parhcrpatlng CGs' will be requrred to" fulfil the

~ steps’ and requnrements set out in the’ seven steps ‘of the” Communlty

" Project Implementatlon Cycle (CPIC) These requrrements among others,
include a combined cash/in ‘kind contnbutton by the members ‘of the CG, in
order to build community ownership and commitriient. Because the capacity
of CGs to provide cash contnbuhons varies greatly, _ and because an
underlying aim of the LIF is to improve the weifare of the most vulnerable,
the CPIC is structure such that' cash contrtbutlons should be within'the reach
of even the poorest CGs. The LIF has been desighed to be highly
participatory. The CPIC process will support CGs to take ownership of the
entire project -implementation cycte spanning- “stib- -project identification,
detailed proposal development, contracting, sub-project. implementation,
monitoring, evaluation, and ultimately, sub—pro;ect operation and
maintenance. Decisions taken by comimunities will bé appraised according to
specific, highly transparent social, economic, environmental, technical, and
institutional criteria set out in the OM. Approved sub-projects wrll be required
to conform to ADB safeguard policies. Funding for this Part will come from
an LIF-specific budgetary allocation of $ 4 ml"IOﬂ

Part B - Project Management This Part covenng the admlnlstratlve staff,
including an LIF Project Coordinator housed in the Project Management Unit
(PMU), and a Community-Driven Development [CDD)/capacity-building and
training specialist [CBT]; and a combined Monitoring and Evaluation and MIS
specialist, preferably with both computer and people skills) will be funded
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under the incremental administration cost budget for the PMU. It is assumed
that engineering, financial, auditing, environmental, and other specialists that
are part of the larger project team will be available in advisory/oversight
capacities during various Steps of the CPIC or that services will be hired on
a temporary basis as needed (see OM). These roles are discussed in greater
detailed in Section 6.4, Institutional Arrangements. LIF staff will be
responsible for overall component management; proposal appraisal and
recommendation for funding; supervision of the contracted training/capacity-
building team; sub-project recommendations/ approvals, and for ensuring
transparency and conformity of the CPIC process with procedures set out in
the OM and ADB policies and safeguards. A "Community Coordination
Committee” (CCC) consisting of governmental and non-governmental
representatives from each RT will ensure that the process complies with LIF
procedures as set out in the OM.  This Part will be funded through the
implementation assistance of the SIRT.

6.2 LIF Operating Principles

The following operating principles have been developed to gunde the design and |
implementation of the LIF:

Community-driven sub-project selection and implementation: Sub-
projects are identified by the local CG’s utilizing open and highly participatory
processes. CGs assume the responsibilities that go along with the benefits of
LIF funding, including: a) creation of a leadership structure; b) obtaining of
legal status sufficient to receive funds and/or a swtable altemative; ¢)
establishment of financial management and reporting systems; d) raising of
community contributions; e) conformity with LIF procedures and contractual
elements; e) mandatory participation in capacity-building and training.

Inclusion: CGs participating in the LIF follow a decision-making process that
ideally involves all, and does not exclude any, CG members. Demonstrated

efforts are made to both include in decision-making, and benefit the widest

spectrum of beneficiaries, including women, youth, elders, and the most

vulnerable. At the same time, contributions by CG members to the CG sub-

project are inclusive and equitable, taking into account, ability to pay, as

evaluated and determined by the CGs themselves. In order to ensure .
widespread rather than limited ownership, sub-project approval will require

that a minimum of 60% of members commit to their aliocated contribution,

and proposals that demonstrate a higher proportion of the community willing

to pay will be given a higher score. In this way, the danger of a sub-project

being “owned” by a few people is avoided.

Gender balance: A gender balance in the formation of CGs responsible for
sub-project selection and implementation, while in principle deemed
advantageous given the value-added that women can bring to management,
and the great benefits they will receive from social infrastructure
improvements, should not outweigh the aim of having the most effective and
representative management as identified by the CG as a whole;
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o Poverty reduction: A fundamental raison d’etre of the' LIF is to alleviate the
suffering of some: of the mdst vulnerable groups in Azerbaijan’s regional
towns. Sub-project proposals: should demonstrate a positive direct/indirect
impact on poverty reductuon :

e Ownership: By requlrmg a community in-kind and cash contribution and
- entrusting them with project priofitization, désign and implémentation, the LIF
grves CG stakeholders a direct stake in the success of their sub-project;

. Partlcrpatory ‘Learnmg by Domg The prqect implémentation cycle
enables' CG participants to fulfit the: requ1red tasks utilizing a “learning by
doing’ approach that strengthens partrcnpants skills and abilities and that
enables them to assume responsrbrhty and management of the CG sub-
project. In this regard, a major ‘elément of the LIF is -bundrng and training
(see Section 7); :

o Participatory Self-Monitoring: CGs are provided with the tools to oversee
their own sub-project, and are required to report on project progress, budget,
timeliness and conformity with LIF requirements. This process represents a
built-in incentiveé for the CG to “police” rtsetf in order to ensure project
implementation;

. 'Accountablllty Cléar and transparent requrrements contained in the LIF
Operatlon Manual and oommunrcated through trarnlng to CG partlcrpants
'comphance transparency, budget overruns non partrcnpatory decision-
»maklng, ‘ete., arlse

. Transparency The CGis aware of every aspect of the decision-making
process. Successrve levels of, and’ responsrblhty for, monitoring (CG; LIF .
staff, CCC) ensure that decisions are taken in an open manner and that
clearly - defined and severe consequences are establlshed for a failure of
transparency;

» 'Sustainability: Prior to sub- prOJect lmplementatron the CG prepares an
Operatnons and- Malntenance Plan rnctudlng actrwtles finances and sources
of funding for the CG sub- pro;ect, which is carefully reviewed as part of CP

v appralsal and approval by LIF staff, the CCC/TIC and LIF Coordinator;

o 'Flexrbrhty The' LIF recognlzes different crrcumstances and priorities from
6ne regional town to another (e.g. a focus in one on industry and in another,
on agriculture), and from one CG to another (a hlghly poor and vulnerable CG
versus a more affluent one), and creates conditions where such differences
can be accommodated during selection and rmplementatlon LIF funding
allocations to RTs will also be flexible, in terms, among others, of eligible sub-
projects, in terms of community contnbutron and in terms of annual
allocations of funds to RTs.

° Simplicity,: To support CG participation and success, LIF rules and
processes are sufficiently simple and straightforward to be understood and
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implementable. In addition, the early sub-project selection Steps seek to
minimize/screen out unduly difficult and complex projects (e.g. those nskmg
large environmental or social/resettiement impacts).

6.3 Part A: LIF Sub-Project Funding

One of the aims of the social needs assessment undertaken in three of the
participating regional towns (Barda, Mingechevir and Sumgayit) during .project
preparation was to identify the extent and types of community groups that are
active, and their perceived priority needs. The needs of additional RTs participating
in the LIF will be undertaken in a subsequent phase of this PPTA.

6.3.1 Community Groups

In each of the three communities, it was evident both that some CGs have formed
are very active, and that there is still a considerable demand and need for CG
organization. The groups that have formed have often be assisted by government
and as a result of the initiatives of many international NGOs and donor agencies as
well as the locally based NGOs and CBOs that have been created out of this

" support. The following types of groups were found to exist in each of the following
towns include, but are not limited to the following: '

1. Barda:

e block communities (19 out of a possible 54 formed thus far),
» “clusters” of block communities; |

e Elders’ associations;

‘s women’s associations;

e Youth association;

« IDP community organizations.

- 2. Mingechevir:

e block communities and umbrella organizations representing the block
communities; : .

¢ veterans’ association;

o Afghanistan veterans;

» Chernobyl society;

e Invalids society;

e Women’s society;

e Parents’ organizations;

e Elders’ society;

e Youth association.

e IDP communlty organizations (i.e. those not registered as block assouatlons)

3. - Sumgayit:

¢ block communities (19 out of a possible 54 formed thus far)
¢ elders’ associations;
- e« women'’s associations;
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e Youth associations;
e IDP communities;

Findings of the PPTA indicate an adequate to strong base of existing CGs on
_which to build the LIF. ‘

6.3.2

| Ty.'p‘olog"y of LIF SubaPrcjects

Through thrs needs assessment the followmg typology of sub—pro;ects emerged
from discussions about priority needs of CGs Some of the sub-projects may be
determined to be lnehglble under the LIF — sge Sectxon 6.3. 3

. Improvement of Residential Living Conditions: Thrs need is widespread and
- has arisen both from the occupation since the 1988-1994 period by IDPs of
temporary quarters (many of them umntended for residential use and in
extremer deteriorating condition) and from the detenorat«on of aging, and
poorly maintained residents’ apartment biocks whlch have suffered since the
loss/deterioration of services previously provrded under Sovret tlmes by the
State’s Zhek's’. The types of lmprovements under thxs category lnclude

Open space enhancement Housed in cramped quarters both IDPs and
resident populations routinely cited the need for improved use of open
spaces around their burldmgs These common outdoor areas have fallen
into. serious states of disrepair, having little in the - ‘way of recreational
grounds/facilities, seating, or vegetation;-

Building rehabilitation/reconstruction: For both IDPs* and local
residents, needs include structural improvemeénts to cormmon areas
(roofs, hallways; lighting; painting, etc.) and, in the case of IDPs,

- upgrading of communal kitchens and sanitary facilities;

Community centres/meeting space: Most frequently cited needs were:
apartment block meeting rooms to hold events. and ‘funeral; facilities to

- accommodate the growing population of “lonely’ elders; facilities for

youth's activities; Some overlap with more detailed investment needs
described below; :

Utilities: Needs range from energy/gas supply system upgrading, to
water supply improvements.

s ' Road repair. Both residents (IDPs and residents) and elected municipal
(Baladiiya) representatives identified the need for road repairs, either around
apartment blocks or within the RTs generally;

. lnstltutlonal Facilities’ Upgrading/Construction: For both local residents
and IDPs, one of the most cited needs has been improvement to the supply
and condition of public institutions serving the communlty The main types of

needs were:

90

Government ef Azerbaijan~ADB : . Blackstone/GHK



Final Report December 2005 : Azerbaijan Social Infrastructure

- Elders’ centres: There is a growing population of elders in the RTs,
many of them without support of their children many of whom have
moved away or who are unable, financially, to care for their parents. A
widely expressed need in all of the RTs was day centres for elders
and/or elders’ residences/nursing homes, providing medical services;

- Youth centres: Currently, youth are very limited in their opportunities
for recreation and require centres for youth activities (sports;
computers, socializing, etc.);

- Women’s centres: Some women’s CBOs noted the need for women’s
gathering centres and shelters;

- Centres for Handicapped: As a result of the conflicts of the 1980s
and 1990s, many IDPs and local residents were maimed and have
limited facilities to care for them. In addition, over 200 families in
Mingechevir have family members who were affected by Chernobyi,
and who require a higher level of care than can currently be provided;

- Medical centres: Some stakeholders emphasized a need for more
medical centres, although most of these were IDPs living in tent
camps, etc., and who are going to be relocated. This was not a largely
noted need of the general or IDP populations in the RTs.

e Supplies: Many stakeholders indicated the need for school and medical
supplies;

» Irrigation/Dainage Rhabilitation: In Barda, whose economy has
traditionally been agricuiturally focused, there are “clusters” of community .
block associations (Mahala Komitesis), some of whose membership totals as
high as 30,000, who have identified the need for upgrading of drainage
canals, in order to resolve the problem of salinization of soils, and to provide
water for irrigation. Resuscitation of agriculture is _seen as one major step:

~ towards stimulating agri-business in urban Barda where a high level - of
unemployment requures attention;

. Market Stalls: One of the barriers to small business formation is the lack of
market stalls. Some CG members noted the need/desire for market stalls
which could be located in outdoor common areas of residential areas;

* Relocation of IDPs Living in Schools and Refurbishment of Schools:
This need was commonly mentioned by both local and' IDP populations.
Given the considerable costs associated with this social infrastructure need, it
is likely beyond the capacity of the LIF and, in any event, is the focus of the
Social Infrastructure for IDPs (Sil);

The typology of sub-projects above reflects social assessment findings. Other
types of sub-projects are not excluded and, in fact, will undoubtedly arise over
the course of the LIF. As cited below, criteria will be developed to determine
which are eligible.
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6.3.3 Sub-Project Eligibility Criteria

As described in the Operations Manual and as reflected in the Operating
Principles described earlier, one goal of the LIF is to be sufficiently flexible to be
in tune with stakeholder needs, which may change over the five-year life of the
LIF. Over the course of the LIF, CG needs and ‘priorities may include additions to
the typology of sub-projects identified to date. Thus, eligibility criteria need to |
provide room for new types of proposals.

O_t,her LIF Operating Principles are:inclusion’ and empowerment. Some sub-
projects (e.g. provision of equipment/medical supplies; as listed above) are not
viewed as satisfying LIF principles of inclusion and empowerment - of stimulating
a cooperative long-term venture towards stib:projéct implementation - and are
not considered to be eligible. Moreover, if sub-projects such as medical centres
-require equipment, funding for this would not come from the LIF.  Sub-project
- approval would require“that the Operation and Maintenancé Plan demonstrate
where funding: would come from to ensure long-term sustainability.
Environmental and social safeguard issues also require that certain types of sub-
projects be excluded

Both the Wbrld' Bank; through' its Azerbaijan Rural Investment Programme —
AzRIP) and the ADB through its Micro and Rural Financé Development Project,
are providing financing to stimulate economic development in the rural areas. In
order to ensure that the LIF does not overlap with or duplicate such efforts, and
because it is not the purpose of the LIF to fund private productive investments,
the LIF excludes for-profit ventures.

~ Thus, as & result-of the need to create clear and transparent guidelines for CGs
regardmg the types of sub-projects they forward for funding while still allowing for
creativity and flexibility, sub-projects considered ineligible for funding are defined
in the OM (e.g. potentially dangerous/damaging investments such as weapons;
asbestos; micro-financing/economic development: initiatives; purchase of, or
compensation for land [to avoid resettlement issues]; sub-projects’ that already
have committed funding from other sources; civil works for government or
rehglous purposes international travel, efc.)

6. 3 4 MlnlmumIMammum Sub-Pro;ect szes

Average sub-pro;ect costs for ellglble sub- pro;ects listed above have been
estimated. In order to maintain: administrative costs within:reasonable bounds a
" minimum project size limit is deemed to be- required and has been set at $5,000, .
while- a general maximum of $25,000. has also been established. Given the
process set out in the CPIC, projects of less than$5,000 would be highly costly
to oversee. If sub-projects are allowed to be over $25,000, the risk is that
beneficiaries would be limited to a few CGs and that the LIF would have limited
overall community impact. Nevertheless, the Operations Manual sets out special
conditions and transparent procedures under which sub-projects exceeding
- $25,000 could be approved after the first year (e.g. where a “cluster’ of block
associations proposes a sub-project that ‘would benefit a larger population).
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Such exceptions would have to be supported by an inclusive meeting of the
Community Coordination Committee and the Project Management. Unit.

6.3.5 Demand Management and the Mix of Sub-Projects

A process has been developed within the CPIC to ensure that an annual cycle of
sub-project submissions does not unduly exceed annual LIF funding allocations,
and that CGs do not expend any unwarranted effort on initiatives that are not:
eligible/likely to be approved.

One of the philosophical issues regarding the LIF is whether a mix of typologies
is required to be funded in the event that only a limited type of CGs submit the
same types of proposals (e.g. submissions are only from Mahala Komitesis for
building rehabilitation, and none are received from women’s, youth, elders’,
handicapped, etc., organizations). To maintain the Operating Principle of
projects being demand- and community-driven, the LIF should not control or
manage the mix of sub-projects that are approved. Rather, pro-active measures
should be undertaken to ensure the fullest awareness of the diverse range of
CGs regarding the LIF and then enable CGs to decide for themselves what their
priorities are. - :

6.3.6 Community Contribution

A number of options used in other community-driven social infrastructure projects
were examined. Some require that 10% of the total project value be provided by
the community, 50% of it being in cash. In other cases a higher value (20%) must
‘be provided, but a lower (e.g. 3%-5%) in cash. In still other cases, there is no
specified amount, and proposals are evaluated, among others, on the
contribution that the CG commits to provide. »

The social assessment found that many of the most vulnerable who are in most
need of LIF support live below the poverty line. There are also CGs that are more
advanced and which would be able to commit to larger contributions. In keeping
~with the Operating Principle of inclusion, it is recommended that a cash
contribution be required, but that it be low (e.g. 3%-5%). Local contributions
must be in the bank before any disbursements are made. As in-kind
contributions are difficult to monitor, these are not included in the community’s
contribution, unless there are compelling reasons (e.g. no possibility of cash
" contribution and urgency of the proposed sub-project);

6.4 Part B: LIF Project Management and Institutional Arrangements

The LIF management model proposed here sees the LIF under the general
management of MOED, the Executing Agency for the larger Social Infrastructure
and Capacity Building for Regional Towns Project. LIF-specific institutional
arrangements occur at three different levels: community, regional town and
national, as shown in Figure 6-1, following: ’
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6.4.1 National Level
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A national Local Investment Fund Coordinator will be part of the MOED (Baku) -
based Project Managemenit Unit (PMU). The Coordinator’s salary is included in the
Implemernitation Assistance Componenit. The Coordinator will bé able to draw upon

the resources and services of the PMU (f'nancnal

audltmg, mentoring and

“evaluation, efc.) The Coordinator will be responsnble for overseeing the LIF
component within the overall Project and wnthln the 'PMU. This Coordmator will
have several responsibilities:

. Reboﬁ to the PMU Director who, in tum, reports t6 MOED and the Project
Steering Commiﬁee (PSC) on LIF progress;

o Identlfy lessons leamed and incorporate these into the on-gonng updating
and planning of LIF on an annual basis;

o Submlt community sub prOJect pmposals exceedlng $25,000 to the PSC; iv)
supervise and oversee monitoring and evaluation activities of the LIF;
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Ensure that the component operates consistent with procedures defined in
the OM,; '

e Authorize disbursement of funds to grantees;

» Provide institutional support to LIF staff at the RT level, including approval of
contracting in of services as needed (e.g. engineering, etc.);

* Recommend to PMU annual allocations or re-allocations of s budgets to
each of the participating RTs’ LIFs based on annual performance and
disbursement Goals of the LIF;

» Perform a networking function among the RTs, ensuring information flows
and inter-regional transfer of lessons leamed;

Provide a pubilic relations function regarding the LIF.

While the LIF Coordinator will generally accept CCC decisions regarding sub-
project proposals to be approved, he/she will have the authority to delay or refuse
approval if, and where, OM procedures have not been followed or if the proposed
micro-project is not consistent without Project objectives.

6.4.2 Regional Towns (RTs)
There are five institutional entities involved with the LIF at the Regional Town level:

o RT LIF Staff: Two regional Azerbaijani LIF staff will be located in an LIF
Regional Implementation Unit (RIU), as part of the Regional Town PIU. The
two LIF staff will include: iy A combined community-driven development/
capacity-building/training  specialist (CBT); i) a monitoring and
evaluation/monitoring information system specialist (ME). They will be able to
draw upon the resources of the PIU staff and/or will contract out service
needs related to engineering; procurement; financial/auditing; environmental,
expertise etc.; to review CG proposals and support implementation. The
functions of LIF RIU staff will be to: i) oversee/supervise the capacity
building/training/ day-to-day implementation of community support; ii) to
oversee preparation of information materials; iii) to present LIF to the
community; iv) to receive community proposals and review them for
compliance with LIF Goals and the OM; v} once reviewed, submit
recommendations for approval/non-approval to the CCC and to the LIF
Coordinator in the PMU; vi) undertake on-going monitoring of community sub-
projects and maintain reports/records of such monitoring, and report on
issues that arise in a timely manner, to the CCC and LIF Regional
Coordinator;

e LIF Facilitation Consultants (LFCs): As the Community Project
Implementation Cycle (CPIC) reflects, there will be a need throughout the
Cycle for regular and continuous “on-the-ground” community group support in
the form of capacity-building, training and facilitation of the implementation
process through the seven Steps of the CPIC (see Section 7). The
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responsibility of the LFCs will be to: 1) undertake all capacity-building and
training tasks specified in the CPIC over the 5 year period: ii) prepare training
and information materials for approval by the LIF Coordinator; iii) present
regular reports to the PIU/LIF RIU staff regarding CG progress; iv) report on
any potential/existing issues in a timely manner so that LIF RIU staff can
address them. The contracting of LFCs will occur utilizing ADB approved
tendenng procedures

There are options. regarding the contracting process that may be built into
the tendering process: a) one contractor is chosen that fields all of the LFCs
needed in the participating RTs; or b) LFCs are:chosen on an RT-by-RT
basis. It is envisaged that the LFC group contracted would, ideally, combine
international and local expertise, to enable the two-way transfer of local and
international knowledge and experfise. Emphasis should be placed on the
LFC’s experience with highly participatory, Ieammg by domg .approaches to
community support

¢ RT Community Coordination Committee {(CCC): The CCC will consist of
governmental and non-governmental representatives: of the. Regional Town,
including: i), Local Executive Authority (1 member) ; i) Municipal Coordlnatmg
Council (1 senior. member — Director.or:Deputy) ; iii) RT representative from
State Committee for Refugees and IDPs (1) iv) Local rotating civil society
representatives (cannot be members of CGs submitting. proposal) (2
members).  The responsibilities of the CCC will be to: i) assist with
information dissemination and promotion. of LIF;.ii) receive recommendations
(via reports) from regional LIF RIU staff regarding sub-projects recommended
- for. funding/delayed/not recommended _for funding, and ensure that such
reports are complete and in comphance ‘with the OM.  Their role is to
approve the sub-prOJects recommended for fundmg prowded that the sub-
" projects conform with overall LIF Goals and procedures.  If and where they
- are dlssatlsﬂed they can. require the LIF staff .to prepare additional
information, and can delay approval until reqwred information is provided.
Their role should not be sub-project selection because of the political make-
up of the Committee, which would open the opportunity for a perception of
, favountrsm and which could severely undermme the legitimacy of the
process.

o 'Baladiiyas:- Baladnyas will serve mul’upte functlons related to the LIF
component including programme promotion, being an .active development
.partner with community groups, funding channel, and servmg as a.vehicle for
training and capacrty burldmg activities.

« Local Executlve Authontles (LEAs): LEAs have an important role to play in
the LIF. They have line ministries which may need to have input/approve sub-
‘projects (e.qg. if they involve areas of health, education) and they also may be
able to assist CGs (e.g. where information is needed on. ownership of

_ property or land), etc. ‘

It should be noted that these recorﬁmended i‘nsﬁtutional afrangements are
based on, and follow from, the findings of the Social Assessment and what
government and non-governmental stakeholders stressed as important, as
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well as on the experience of other programmes undertaken in Azerbaijan
and elsewhere. In essence, CGs are the implementing agencies, with the
direct training and support of the contracted entity, with the supervision and
‘oversight of LIF RIU staff, and with the further oversight of the CCC.

6.4.3 Community Level

As described in the CPIC, during the early Steps of the project cycle, leaders
within those CGs with an organizational structure in place will be involved
through the process of information dissemination about the LIF and through
information meetings and follow-up. Those CGs without a leadership structure,
which express an interest in developing one (a requirement for LIF participation)
will be assisted through the capacity-building process under the Capacity
Building for Local Government (CBLG) activities of the PPTA, and through such
assistance provided by the LIF Facilitation Consultants. At the beginning of the
proposal preparation Step, and for the subsequent Steps, an LIF Committee
within the CG will be formed and will become the first line of liaison between the
LIF and the CG. The LIF Committee within the CG will be representative of
community- members, based on an open process for LIF Committee formation.
Self-monitoring and evaluation by the CG will help to ensure the success of the
sub-project, while other levels of monitoring and evaluation, undertaken by the
LFCs, the LIF RIU and annually, by an outside monitoring and evaluation
specialist, will further ensure strong community participation and sub-project
success.

6.5 Overview of the Community Project Implementation Cycle (CPIC)

The Community Project Implementation Cycle is the very essence of the LIF. It is
the blueprint for community groups’ assumption of ownership for the realization of
sub-project identification, approval, implementation, monitoring and evaluation,
and operation and maintenance. It defines a process to work together on a -

- commonly desired sub-project identification and implementation process, to learn
new life skills and to realize community-driven project benefits. ’

As Figure 6-1 at the end of this section depicts and as describe in depth in Annex
M, the CPIC contains seven Steps:

A LIF Preparation: This preparation Step invoives development and

dissemination of information about the LIF, a CG capacity and needs appraisal,

initiation of a CG capacity building programme and preliminary allocation of project
- funds to each RT based on the capacity and needs assessment; '

B. Outreach and Social Preparation: The purpose of this Step is to begin
the dialogue about the LIF through meetings with official government stakeholders
and question and answer meetings with community members interested in learmning
more about the LIF and its possibilities;

C. Preliminary Proposals (PPs) Interested CGs will be trained to submit
PPs that contain sufficient information to enable a transparent screening out of
ineligible CGsfineligible sub-projects. The goal of this stage is to avoid committing
interested CGs to an unwamantedly onerous process of detailed sub-project
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preparation that could be avoided by this first screening stage. This Step first
involves the training and capacity-building of CGs to fill out the PP form using a
“learning by doing’ process {see OM) and to safisfy fundamental criteria for LIF
participation (e.g. eligibility of sub-project; eligibility of CG; cost estimate within the
eligible limit; commitment to community contribution; legal status/modality for
obtaining bank account; legal ownership of any propérty/real .€state involved in
proposed LIF sub-project, previsions for operation and maintenance/sustainability;
etc.y Once the form is filled, there is a two-step stage of Preliminary Proposals’
appraisal and approval by the LIF staff and endorsement by the Community
Coordination: Committee (see Project - Management: and Institutional
Arrangements). : X ‘ '

- D. Detailed Proposal Preparation and Selection: Those CGs that have
had their PPs approved will proceed to prepare a ‘detailed proposal for funding.
- This step will- involve on-going capacity-building and training. Tasks will include the
formation: of an LIF Committee within the CG, finalization of the preférred sub-
project option; draft proposal preparatlon using a Ieammg by doing’ approach. The
- detailed proposal will require & detailed- operations and malntenance p!an among
others, t0. assure sub-pro;ect sustamabxhty,
E. Sub-Pro;ect Proposal Appraisal, Approval and Grant Agreement: ltis
-envisaged 'that ‘there will be one project cycle per year, or one “tranche” of
approved - sub-projects “annually. During Steps: A'' 10 'C, an appraisal will be
undertaken by LIF RIU staff to evaluate likely sub-project applications to be
received and to screen such applications such that they do not grossly exceed RT
annual budgetary allocations (sée OM): RT LIF staff will undertake desk and field
appraisals of the proposals, make recommendations for funding of sub-projects
-meeting specific criterias(see OM); and, present recomménded sub-projects to the
CCC. Ifithe CCC finds proposals conform to' OM freduiremients, these proposed
sub-projects will be submitted: to the LIF Coordinator within the PMU for
preparation'of the Grant Agreement. CGs will be supported to sign contractual
agreements. with the PMU, open bank accounts, and receive first funding
instalments. Once the CGs have submitted their bank account details, they can
request the first tranche. The Grant Agreement will define the share of the first and
subsequent financial tranches and the corresponding specific progress milestones.
These should already have been defined in the community sub-project proposals.
If the CGs are not able to provide the bank account details within a reasonable
amount of time after signing the Grant Agreement (30 days), the Grant Agreement
should be cancelled. (In the event that CGs cannot be registered, there are other
options that will ‘have been identified during the PP stage [e.g. CG can be
registered with the Baladiiya or a local NGO, who open subsidiary bank accounts]).

F. - Sub-Project Implementation: An iterative process of capacity-building
and training will be provided to enable CGs, through their LIF Committees, to
oversee implementation, among others, in procurement, bookkeeping and financial
management, reporting, participatory self-monitoring, communications, problem-
solving, etc. Sub-project milesiones will have been agreed in the Grant
Agreement, which must be met before the next funding instaiment occurs.
Progress reports/monitoring will be undertaken by LIF Committees within CGs and
by LIF staff. To meet the Operating Principle of accountability,” if progress is
inadequate or problems are found, procedures specified in the OM will become
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operational whereby CGs will have an opportunity fo correct problems/derive
satisfactory solutions. |[f there are grounds for delaying or cancelling the sub-
project, such recommendations will be forwarded to the CCC for its consideration
and approval, which will then be forwarded to the LIF Coordinator in the PMU. In
this way, communities will have a built-in incentive to minimize any threats to the
ultimate achievement of the LIF sub-project;

G. . Sub-Project Completion and Evaluation: Sub-project success will be
evaluated by both the CGs themselves and by the LIF staff, against criteria
specified in the OM. Lessons learned will be identified that can be helpful in future
years of the LIF. The LIF will also include an evaluation after 20-25 sub-projects
have been completed and then at the LIF interim point, regarding the cost
effectiveness of LIF sub-projects against other implementation mechanisms. A
Monitoring and Evaluation process will also be undertaken annually by an outside
independent entity on behalf of the Asian Development Bank to enable an
additional, impartial view of LIF performance. -

Threaded throughout these seven Sieps are capacity-building and training
processes that enable CGs to realize implementation of the sub-projects that they
have identified (See Section 7). :

6.6 LIF Sub-Project Monitoring and Transparency Measures

Sub-project monitoring and evaluation are seen as critically important. They will
occur in different ways and will be undertaken by different institutions as part of the
LIF process, beginning at the CG level and evolving up to the PMU:

o Community-driven sub-project selection and implementation: Sub-
projects are identified by the local CG’s utilizing open and highly participatory
processes. CGs assume the responsibilities that go along with the benefits of
LIF funding, including: a) creation of a leadership structure; b) obtaining of
legal status sufficient to receive funds and/or a suitable altemative; c)
establishment of financial management and reporting systems; d) raising of
community contributions; e) conformity with LIF procedures and contractual
elements; e) mandatory CG Self-Monitoring and Evaluation: CG LIF
Committees and GC leadership will be trained and required to facilitate a
participatory self-monitoring process. Among others monitoring will address
various milestones established in the Grant Agreement signed with the CG,

. including the meeting of deadlines, budgets and completion of other
implementation steps (e.g. participation in capacity-building; inclusion of CG
members, etc. CGs will be required to undertake an ex post evaluation of the
success of the sub-project, evaluated, among others, in terms of whether the
intended beneficiaries have benefited, whether operations and maintenance

~ commitments have been met, etc. ’

e LIF Facilitation Consultants (LFCs): LFCs will be responsible for reporting
regularly to the LIF RIU on factual matters regarding progress of CGs and
flagging any issues that arise (e.g. inadequate attendance at meetings,
lateness, delays, etc.). They will also provide annual ex post evaluations of
the success- of their capacity-building efforts, lessons leamed, and
improvements that can be made in subsequent years;
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67

e LIF RIU Staff: The RTs LIF RIU staff have front line responsibility for
monitoring the CGs and the LFCs as far as following the CPIC process and
meeting ‘their goals and commitments. Their main function will be to

“supervise and oversee the LFCs in a hands-on manner, thereby providing the
LIF Staff with first hand observations of progress. Their responsibility will be
to prepare reports, flagging areas of concern, for submission to the CCC and
the LIF Coordinator, and to make recommendation$ if and where monitoring

, efforts show problems. They- will prepare ex post evaluations of the sub-
projects, addressing “whether intended beneficiaries' have received sub-
project benefits, whether O& M plans have been realized, etc.

¢ LIF Regional Coordinator: He/she will supervise preparation of monitoring
and evaluation reports for review by the MOED, PMU and the ADB, and will
be responsible for preparing a consolidated report'on all of the participating
RTs’ LIF sub-projects. The LIF Regional Coordinator'will also undertake spot
check monitoring (e.g. sitting in on training sessions; verifying that milestones
have been met, etc.) and overall undertaklng a quahty performance review

- on monitoring reports. :

¢ Outside Review: An outside review consultant is recommended, ideally
funded outside of the sub-project,; to" undertake an independent review of
processes, sub-projects and their impacts. Among the questions to be
addressed would be: Did the small community sub-projects have their
intended impacts on beneficiaries? Was full participation realized, or not?
Were there are discrépancies/weaknesses in financial réporting? Thls outside
review should occur onan annual bas:s

LlF Investment Strategy

-The LIF fund will total $4' million and will be dlsbursed among 8 RTs over the 5-

year Project implementation period. Annual allocation of LIF funds to each RT will
be based on the populaﬁon within each RT and on a $/capita calculation.
However, an absolute minimum and maximum level per RT will bé set to ensure
that the smaller RTs receive funds sufficient to undertake a critical' mass of sub-

- projects (and to ensure that the larger RTs do not receive an' undue ‘proportion of

thé available funds at the ‘expense of thé smaller centres). Note: Because of high
levels of unofficial ‘migration, official population figures for-the RTs should be
modified based on more refined estimates derived from stich sources as the
SPPRED Secretariat, humanitarian agencies working in the RTs, the findings of
the Cltles Alliance |n|t|at|ve etc :

Flembuhty should exist from year to year regarding RT‘élIOcatibns' based on the

performance of CGs in each town and the pace of disbursement (e.g. some RTs
may find it easier than others to realize sub-project approval on time, while others
may be ablé to process more than their share, such that a decision could be made
at the time to shift allocations). Reallocation of funds that are not used in one RT

fo other RTs should be made possible to reward those RTs which have

demonstrated two or three years of successful participation.
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6.8

6.9

6.10

Safeguards

Given that specific activities will only be identified in the course of sub-project
implementation, a framework mechanism for screening for environmental impacts,
developing mitigation plans and monitoring environmental progress is required
(See Annex M). Environmental training for sub-project preparation and
assessment will be provided as part of capacity building and training (See Section
7).

Key considerations to be taken into account would include:

Generic initial screening to determine appropriate EA;

Compliance with existing environmental regulations;

Analysis of alternatives;

Public participation, consultation and social assessment consnderatlons
Information disclosure.

A resettlement framework is provided in Annex M although it is recommended that
micro-projects triggering resettlement not be eligible for LIF funding.

Environmental Impact Assessment Framework

The aim of the EIA framework of the LIF component of the proposed project is to
provide the overall guidance for the selection and assessment of sub- -project
proposals, submitted by CGs. All selected sub-projects must be not harmful for
environment. Appropriate mitigation measures must be determined and applied at
the planning, design, construction, and operation stages. The priority will be given
to sub-projects, involving improvement of the housing, social and engineering
infrastructure assets, urban landscape, efficient use of resources, and introduction
of green technologies. Opposite to it, the following criteria will be applied to sub-
projects, not eligible for funding:

Involvement of resettlement at any scale;

o Harmful influence to environment by the use of hazardous _materials and
technologies, generation of uncontrolled primary and secondary pollution;

« Depletion of local eco systems ( e.g. liquidation of green areas and cut-down
of individual trees on non replaceable base);

e lllegal connections to engineering infrastructure services: water supply,
sewerage, electricity, gas supply;

e lllegal use of social infrastructure assets (schools, culture house play
grounds, and stations);

o lllegal changes to architectural forms and urban landscapes;

Potential Other LIF Models and Recomimended Activities to Finalize the LIF

Decision-making regarding sub-project selection under the model presented
above is undertaken by LIF staff within the Project Implementation Unit (PIU) for
the larger SIRT project. The role of the Community Coordination Committee is
one of ensuring -compliance with the Operational Manual, ie., to ensure
transparency. The underlying aim of this approach was to reduce the possibility
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of a CCC being political in its choice of projects, and to put technical
responsibility for sub-project evaluation in the hands of the technical specialists
(LIF staff). Another aim was to create the possibility for municipal
entities/baladiiyas to partner with CGs on proposals and impleméntation. This
was not seen as possible, or as transparent, if the' CCC, which includes baladiiya
members, were in charge of actually selectmg/approvmg sub- -projects. Monies
under this séenario- would flow from the central PMU to the CGs directly, once
the PMU had received notice of approval from the CCC, based on the latter's
acceptance of the sub-project as complylng with the O.M. In this model, on-
going capacity-building responsibility ' is given to an outside ' contractor
specializing in community-driven development, in recognition of the considerable
on-going support that CGs'would need to compléte the seven steps of the CPIC
process.

-An alternative option has been proposed that would see are reversal of roles
between the CCC and the LIF staff within the PIU. Under this scenario,
responsibility for sub-project selection would be given to the CCC, whereby it
would appraise, evaluate and approve CG’s proposals and would guide — or
discourage — proposals-that appear to be inconsistent with the LIF's Operations
Manual. There would be no LIF staff in the RT. Rather, LIF support would come
from the PMU as required; leaving considerable responsibility with the-CCC. The
role of LIF staff from the PMU would be to support the set-up/capacity building
process.and to ensure compliance with environmental, social and technical
safeguards. Under this model, it appears that the CCC would' actually receive
annual LIF funding from the PMU and disburse it themselves..

This latter scenano ralses a number of questlons/challenges on.a number of
fronts

° Roles If the role of the LIF support staff is to prov:de support to the CCC and
ensure safeguard compliance, they should probably be reporting to the CCC
(and not be a part of the PMU). Otherwise LIF teams would be in a conflict of
interest situation, in that they would be in the position both of providing
services to the CGs and monitoring them (which is a PMU role);

o Accountability of the Entity Receiving the Money: The entity that does the
procurement for the sub-project should be accountable for the use of funds.
Thus, this responsibility should stay with the CG, in order to stay within the -
community-driven model in which key investment decisions (e.g. choices of

-level of services, contracting : decisions) and management: decisions are
primarily made by communities. 1If the CG is responsible:for procurement, it
would be accountable for the use of funds. The question becomes how to
ensure accountability. Some options include the following:

- Make the status of the account and expenses publicly available to the
~ community on a daily basis;

- Have several CG members of vanous social groups sign the requests for
" subsequent funds and for getting funds from the CG account; or -

8 Assistance has been provided by World Bank consultarit Karin Fock in regard to evaluation of the issues and

opportunities raised by this second option.
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- Funds could be paid directly from the CCC io the contractors, in which
case the CG should probably still involved in selecting the contractor, to
avoid possible meddling of the CCC with contractors; ,

- Have the LIF team check whether progress against miestones is
consistent with funds used to date, to justify release of a subsegeunt
tranche by the CCC;

- Establish an anonymous grievance mechanism through which community
members can report any perceived irregularities to a third party for
investigation;

- Create positive incentives including: possibility of a repeater project for
the CG; possibility of increased allocation to RTs with best track record
for correct use of funds;

- Create negative incentives including: mechanism/process for stopping the
process; blacklisting of the community; reduction of allocations to the RT
for the following year.

» Technical capacity: The seven step CPIC, while designed with the goal of
~ simplicity in mind, still involves on-going assistance in many areas, including
engineering, management and management information systems,
accounting, budgeting, procurement, - environmental and social impact
assessment, monitoring and evaluation, communications, etc. Under the
scenario presented earlier, there would be a LIF staff located in each RT, and
‘assistance would also be provided by technical staff hired for the larger SIRT.
Under this altemative scenario, it appears that the assumption is that the
level of support required by communities would be occasional engineering
assistance to be provided by the local SIRT office, or by hiring of consultants
on a case by case basis. This kind of support may not be sufficient.

e Structure within CG: The model described earlier proposes that an LIF
committee be formed within the CG to be responsible for the carrying out of
the sub-project. Under this second alternative, the need for such a
committee is raised, the alternative being to focus on mechanisms to make
sub-project implementation transparent and make CGs accountable to their
peers/fellow citizens. However, if CGs are to have responsibility for
procurement and disbursement an other management decisions, there needs -
to be some organizational structure, including an accountability mechanism,
and a bank account. The CG must define how it is planning to make
decisions and who is accountable to whom. It needs to be documented that
these mechanisms are acceptable to the majority of the CG. The difficulty
with this scenario is monitoring;

e Monitoring:  Section 6.6 describes monitoring mechanisms for the first
scenario. Those recommended for the CGs themselves would likely be
similar under this second scenario. However, the new scenario raises a
number of questions, among them: ’

- How with the PMU hold CCCs accountable for the use of the annual
fund?

- How will the CCCs hold CGs responsible for use of sub-project funds?

- Should the PMU hold CCC’s accountable for all of the individual sub-
projects, or more generally, for the use of the overall allocation?
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- Who does the momtonng?

. Chonce of Membership of the CCC and its Functions: The success of this

- model would appear to depend heavily on the effectiveness of the CCC which

is given such a large role. - There needs to be careful selection of the CCC
such that |ts members are: i

- respected by the communlty at large; :

- balanced in terms of power, such that govemmental authorities cannot
- overpower members from civil society;

- subject to change, depending on performance;

- experienced in the skill sets that will be required of CCCs and

<= have sufF cient time to allocate

This second option, while more decentrallzed with respect to decision-making,
may have a higher risk of failure, and of rent-seeking/invalidation. While its merit
is in placing power in the hands of'local"RT détision-makers; it is contrary to
what local community - stakeholders and some key informants from the
international donor‘commUnlty recommended. These groups recommended that
‘power be largely in the hands of the PMU and its staff. Otherwxse issues related
to corruptlon have a greater chance of occumng sl

‘The issues ralsed ‘above’ need to be ' considered in -more depth through an
analysis of other CDD models and LIF-like programmes’ experiences, and
: through a consultatlve process with local: stakeholders themselves

A thlrd model has recently "been identified. - that,, should also be
conSldered/lnvestlgated for its relevance to the refining of the LIF. The
“Community Investment Programme” (CIP) is ‘being undertaken‘in Azerbaijan
.~in relation to the construction of the BTC pipeline. lts stated aims are:
o Empowermg communltles fo moblllze lnternal and external resources to
improve their living conditions by addressing self-defined needs;
- e Supporting access to lmproved social lnfrastructure and the development
of agriculture;
¢ Improving awareness of health and sanitation issues;
‘s . Improving livelihoods and business opportunities.

" The planned result of CIP activities “is to have mobilized (trained) communities
who are experienced in identifying priority needs and working together to address
them.”® A set of steps, similar to the CPIC, has been developed that culminates
in the implementation of micro-projects. The process includes the training of
municipal ‘councillors, “fto help improve their knowledge, awareness and
involvement.”  Under this model a.community leadership group is democratically
elected by the community and services as the primary contact for the channelling
of funds through NGOs. At the very least, this model will offer direct and current
lessons-leamed in Azerbaijan regarding the animation of communities groups to
undertake social -~ infrastructure projects.

85 See Internationial Rescue Committee Website.
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7.0 CAPACITY BUILDING (CBLG) FCR THE SIRT AND LIF

7.1

7.2

In this section, capacity building issues are discussed and recommendations made
regarding:

e training/capacity building needed to implement the LIF; and
« Training/capacity building focused on the SIRT and improved local self governance.

It should be noted that capacity building measures for the Sll are discussed in Section
4. |t should aiso be noted that capacity building for the LIF wiil be finalized in a future
phase of the PPTA, once additional regional towns (RTs) have been selected for
participation and alternative LIF methodologies have been considered. It should also
be noted that the discussion of capacity building for the SIRT is preliminary, as a future
phase of the PPTA will more fully elaborate needs related to self govermnance in the
eight participating RTs, some of which are yet to be selected.

Capacity Building Defined
Capacity building encompasses the following categories of activity:

« Human Resources Development: Following the training cycle and utilizing basic
principals and practices of adult education, HRD is directed at the individual or
groups of individuals to develop their capacity to carmry out their job functions as
appropriate, towards the achievement of organizational goals. This activity often
takes the form of experiential training in all its modalities (e.g., classroom,
mentoring, on-the-job, etc. [Note: Training is considered a subset of capacity-
building]; .

e Organizational Development (OD): Organizational Development is directed at an
institution to develop its capacity to organize and manage groups of individuals to .
deliver its mission. This activity can include the development of goals and mission
statements, strategic plans, management structures, financial systems, orientation
to clients, etc.; . ‘

e Infrastructure Development: This category refers to the neceséary construction
and/or equipment required in order for the organization and its people to function
successfully. : : '

If any one of these three areas is insufficiently developed there is a risk that the
organization and its people will not be able to function in an efficient and effective
manner.

Local Government Capacity Baselines

Annex G contains a detailed assessment of the local institutional and financial capacity
of local govemment entities in Barda, Mingechevir and Sumgayit, all of which are
expected to participate both in the Sil and the SIRT. In addition, Section 3.5 has
defined general legal/regulatory/institutional issues that affect consideration of
capacity-building needsfissues. A summary of findings is provided below:
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7.21 Barda

The LEA has thirty-five employees, the number of which is calculated based on per
capita population standards used througheut the country. While typically, the LEA
structure mirrors the national level ministerial structure, it is important to note that
Barda does not have an Economic, Affairs Department, which would normally be
given, among others, responsibility for infrastructure. Rather, this responsibility has
been given toits Agiarian Department, reflecting the importance of ‘agriculture to
the Rayon’s economic base. The LEA has a State-derived “social and economic
deve!opment plan®. At-present the State,: through the LEA, controls all
infriastructure exceptfor roads: The LEA® reports an annual budget for the Rayon
of approximately US$6.6 million, or approximately $47 per registered person or $25

- per actual resident. Of this, US $1.0 million derives from local business taxes on

land and property. Assumirig fevenug is proportionally-distributed with a slight bias
to'the urban centre;:Barda City's annuialLEA budgét would be inithé order of $2.6
million or $65 per registered person or an estimated $37 per actudl resident®. Of
the total budget, approximately $2.0 million, or 76% is spent on salaries and
administration, with the remaining balance going16Various social-infrastructure
projects (e.g., $300,000 for roads, sidewalks trees and streetlights including
$30,000 for road repairs).. Priority Issues Identified by the LEA included®:

- education - highlighted partly because 7 of 9 local schools are currently
i occupied in whole orin part by IDPs;
- water supply; - '
-~ sanitation; ' :
- drainage and lmgatlon (rural areas); and
- street lights.

The baladiiya (municipal council) has fifteen elected Councillors (almost one staff
per 1,000 official residents) and 35 paid staff.- (A further analysis-of the budget
provided to the team is required as it indicates an average salary of-only $28 per
month for the 35 full-time employees, inconsistent with other information obtained

~suggesting an average 'salary of $70). Four permanent commissions set policies

and guide the work of three Departments. Offices are located in‘facilities provided
by, and owned by, the State. Office equipment is very limited (only two computers

- were evident). While its budget for 2005 is only-$40,000 (versus $6.6 million for the

LEA), Barda has allocated a {otal of just under:50%: ($18,200) to social affairs,
including $5,000 to parks development, $4,000 in charitable payments and $4,400
to road repair. The baladiiya collects only 2% of total local taxes (the 98% being
collected by the LEA). Baladiiyas-are restricted to ‘collecting land ‘and property tax
revenue from individual residential properties. These total approximately 8,000 in
Barda. Of these, 50% are exempt from tax as the properties are assessed below
the minimum 45 million manat level. Of the remaining 4,000 potential taxpayers, the
baladiiya was only able to collect from 60%. At 100% this would amount to total
revenue of only $10,800 per year, or a little over $1 per property. A financial and

- planning . constraint: is the uncertainty: surrounding transfer of land to the

municipality. Aithough mandated through the legislation that such a transfer would
happen,:in-actuality much of the pnme land was sold and/or lucrative commercial
and/or development lands remain in the hands of the LEA. In terms of human

" resource capacity, the baladiiya reports receiving extensive and good

68

68

Unconfirmed numbers from interview with First Deputy and consultant analysis.
consultant estimate

As shall be seen, water, sanitation and electricity are priority infrastructure issues in all three RTs.
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theoretical training from a number of sources on management and
administration of local government. Their major need now is for financial grants,
combined with practical on-the-job mentoring, to enable the authority to implement
some of the many locally-prioritised projects. The Barda baladiiya readily provided
its Three-Year Plan (2005-07), which includes a list of twenty-three social
programme activities, four “electrical equipment” initiatives and three water supply
priorities for action. Among others, the social programme identifies specific
locations for improved asphalting of roads and development of pedestrian paths.
The electrical equipment priorities include installation of electrical cables and/or
transformers in new blocks. The water-related priorities are for the digging of new
artesian wells. A detailed review of these suggestions will form part of the next
phase of the PPTA as specific sub-project investments are identified.

+ Mahala Komitesi/Block Committees: Some nineteen Mahalas are active in Barda
providing local community representation for the majority of residents. One of the
“clusters” of block communities has developed a detailed list of high-priority projects
(with the assistance of ARAN — see Section 3.6). These include construction of a
school, a medical centre, roads rehabilitation, digging of wells and construction of
gas lines (these meostly in rural areas, but demons’(ratmg the potential of these
groups to spearhead community-based projects.) .

7.2.2 Mingechevir

o The LEA: The structure of the Mingechevir LEA is consistent with national norms
as far as its total paid staff of 42 persons is concerned. Unlike Barda, Mingechevir
is its own district and is not subject to a separate Rayon level LEA, although some
responsibilities such as taxation are covered by a regional office in Yevilach. LEA
members may be appointed from outside the community and serve tenures of
indefinite lengths. It is of relevance to the SIRT that recently the State has replaced
the LEA head in Mingechevir with a local resident with a reputation for community
participation. He is also a member of his local Mahala and is beginning to establish .
relations between the LEA and Mahalas in the city. Others report that in just a
matter of weeks relationships between the LEA and the people have changed
dramatically as residents are optimistic about more locally responsive support and
coliaboration with other local government elements. The new Head of the LEA
indicates that roles of the LEA and the Baladiiya are the same, just differently
applied to lands under their respeciive control. Mingechevir LEA’s budget for 2005
is set at M 34 billion (US$ 6.8 million) with M 6.4 Billion: (US$ 1.28 million) coming
from local tax revenue and the rest from the State; ‘

« The baladiiya (municipal council): Mingechevir's baladiiya has a full-time staff of 40
© persons including the 17 elected Councillors. They are housed in a prominent
building, not owned by the municipality, on the central square. Staff are paid an

~ average monthly salary of $35 according to the budget, aithough the team’s
analysis has identified inconsistencies that need clarification. Its budget for 2005 is
estimated at $150,000, up from the $127,000 for 2004. The Chairman reports
collecting $15,000 in land tax, but their published budget reflects only $6,000

- collected. They are unable to collect property tax due to lack of authority and local
resistance.  While it was reported that taxes in the order of $100,000 were
collected as royalties on extracted building materials from municipal lands, the
.budget does not reflect this. The single largest source of revenue, 50%, was from
the sale of municipal land. An annual Budget of $127,000 or $150,000 amounts to
roughly 31 per person. The local IFES NGO office suggests that Mingechevir's
baladiiya is a good model of an open institution ready to accept new ideas and to
work with the population. lts inslitution's overall structure shows a relatively
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’

comprehensive structure whereby, in addition to the standard five permanent

! commissions, six supplementary commissions have' been established to put
additiorial emphasis on municipal issues concerning its ‘land, rélations with the
public, youth and sport, mother and child care and, most recently, Mahala relations.

In addition, a commission is established to focus on monitoring specific activities of

the administration. It also established a Technical Production Unit to manufacture
building materials including furniture, doors, windows and paving bricks for use in

~ the baladiiya's‘own projects' and to sell to the general public. Concrete paving
stones'produced by the unit are currently being used in a very ‘publicly-visible way

to upgrade the central park The umt was reported to currently employ seventy-

- the Unit |tself only employs five or six people A prellmmary review of finances
suggests this is not a profitable or efficient enterprise. The Mingechevir Baladiiya
has applied to d@ssume responsrbllrty for all municipal services, although so far this
has not happened. It has developed a three-year plan that includes, among

- othérs, construction of centres for funerals for several blocks, development of a

- - youth cenfre, a children’s playground, outside recreation areas, treé planting, etc.,
but lacks a long-term comprehensive development ‘strategy. Good" mapplng does
not exist. The local ‘office of IFES continues' to work with thé baladiiya and has
provided significant training in many aspects of municipal management. As part of
this, IFES holds weekly meetings bringing together the baladiiya and mahalas. The
training benefits are acknowledged by municipal officials who expressed the need
is for funding to allow them to apply this training in real-life situations. IFES feels
this baladiiya now has the capacnty to run prolecls

o Mdhala Komiitesi: The mahala committees became seriously active in
 Mingechevir a year ago. IFES and Save the Children continue to' provide active
© support in their development There are currently 34 (25 active) mahalas
representmg about 45% of the mumcrpalrtys population: The mahala's‘have formed
a coliective Union and, ‘With Save’ the Childrén Fund support, have an équipped and
readlly ‘accessible ‘officé ‘within the 'local Ministry of Economiic Devélopment. The
Mahala® Union: ‘requested that a Commission be éstablished within'the Baladiiya
specifically to liaise with mahalas and this is now in place. The new LEA Head has
also suggésted a commission for "Assistance to Mahalas". They have
implemented a number of local projects including a prominent cl|n|c in conjunction
with Save the Children and the Baladuya .

7.2.3 Sumgayit

e The LEA: Sumgayit’s LEA has a full range of departments and 62 total staff.
Nevertheless, the Economic Services Department, which'is responsible for all
mfrastructure development has a staff of only 5 people to address the substantial
needs of a city of a size of between 300,000-420, 000. The LEA reports good
relations -with “the local Baladiiya and ‘shares programmes including a Social
Déveiopment Programme a General Development Programme for 2004-2008 in
which a transfer of some responsibilities to the Baladiiya is anticipated, joint support
for 'the Regional Economic Development Programme, and shared interest in
supporting the State's Poverty Reduction initiatives. The LEA's annual budget is
estimated ‘at $17-18 million or about $42 per resident. At the same time, it was

~ pointed out that in 1989, before the collapse of the Soviet Union, Sumgayit's annual
budget was in the order of $100 million, or five times its present level;

e The Baladiiya (municipal council): Sumgayit’s baladiiya had an annual budget
in 2004 of just over $US850,000. Interviews with officials suggested that Sumgayit's
“local governiment has greater capacity than those of Barda or Mingechevir. While
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7.3

similar to other RTs, it has added a permanent Public Affairs Commission to,
among others, liaise with mahalas, as well as a special department to deal with
dachas. (There are some 20,000 dachas in the municipality, many of which have
been privatised and are a major source of local revenue.) Like Mingechevir, some
50% of annual revenue is derived from the sale of municipal land. Because of
Sumgayit's size it is entitled to a full slate of 19 Councillors. The baladiiya identifies
three lines for developing civil society and its participation in Sumgayit: 1.
Strengthening of Local Government (baladiiya); 2. Civic development through
mahalas; and, 3.Improved relations with NGOs. Both baladilya and mahalas have
received substantial training from such agencies as World Vision, IFES, World
Bank, UNDP, SOROS Foundation and others. The Sumgayit baladiiya operates its
own construction company participating in such local projects as renovations to the
local hospital, schools and kindergartens. Sumgayit received only about 5% of its
revenue from land and property taxes. Some 21% of expenses went to salaries
and wages, a further 23% to other administrative support costs including building
utilities, etc., and 56% ($479,000) to various social infrastructure and charitable
support programmes. The baladiiya projects a need for $1 million for next year to
cover its numerous plans. They are already projecting revenues of $900,000
including $700,000 from local sources and the balance, from State subsidies. The
baladiiya confirms municipal development priorities to be the improvement of major
infrastructure elements such as water supply, sanitation and electricity. When
private developers acquire municipal land for housing development they are
requested (or required) to contribute 5-6% of the units to the baladiiya for allocation
to needy families. Needy families were identified as newly-weds who could not
afford a new home. IDPs do not figure into the housing scene as they are
considered temporary and the baladiiya is prohibited by law from providing them
housing or land, although they can get involved in common-area improvements.
Officials acknowledge that the young generation of IDPs who know no other home
than urban Sumgayit are going to be a major demographic issue facing
government; ‘ '

Mahala Komitesi: Sumgayit is making significant effort to work closely with
Mahala Committees, of which there are ninety-nine. The baladitya has completed a
complex infrastructure development strategy based on a block-by-block
assessment of need and divided what are described as "micro-regions”.

Capacity-related Issues Specific to the Three RTs

The following capacity-building issues have been identified, taking into
consideration the legal/regulatory/institutional issues discussed in Section 3.5 and
the RT-specific analyses described in Annex G:

- 7.341 Legal/Institutional

There is a lack of clarity at the local level regarding roles and responsibilities (See
Section 3.5) that impedes planning and implementation;

In some instances, requirements under the law have not yet been fulfilled. For
example, in Barda, the LEA has not transferred the land to the baladiiya, thereby
impeding the latter’s financial viability;

In Barda, there is no MOED local representation at present;
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o Anything but short term planning is impeded as a result of the inability/lack of
capacity to-collect the revenues that are due the baladiiyas;

e Weak civil society and impediments to NGO formation which could have an
adverse impact on the effectiveness of the LIF and other aspects of the SIRT.

‘ 7.3.2 Financial

e With revenues cuirently so low for the average baladuya a significant proportion of
revenue is spent on maintaining the establishment - salaries and utilities (60% of
thie' total operating income in 'Barda and 114% in Mingechevir. In Sumgayit, the
figure is somewhat lower at 33% reflecting the - proportlonately larger population
base and higher tax generation;

. 'Baladnyas are selling Iands transférred by the LEA to augment resources to meet
~ their local obligations. This practice is unsustarnable as potential long-térm sources
“off rental ihcome are belng lost forever through current sales. Moreover, the sales
price is determinéd under the 2001 Decree of the Cabinet of Ministers, which is
““much below the currént market prices’in the area. In Mmgechevrr and Sumgayit
where the LEA has transferred most of the Iands 1o the baladuyas income from
sale of land was the’ blggest revenue item, $70,000 in Mlngaechevrr and $466,000

in Sumgayrt S_umgayrt ma_rnly utilised th_ls in const,ructronlcreatlon of assets;

e Due to the lack of effectlve survey mechanisms that keep an account of taxable

v propertles all lands and buildings with in the Baladuyas are not under the tax net.

Tax mapp/ng is Iacklng and there are propertles not covered or undervalued during
assessment ‘

. Baladnyasrepdrted difficulties in asséssiig the mining tak and have no option but
to accept the amounts paid by the mining enterprises;

e Baladuyas accounifs are maintained under a cash system which does 'not truly
reflect financial performance, as both income ‘and’ expendrtures are accounted to
the extent these are realised or incurred. Annual statement of affairs (Balance
sheets) are not prepared and, as a result, ,baladnyas assets and liabilities are not
reflected;

« Formally recognised sources of revenue are unpredictable;

733 | Planning

e The absence of a long-range Comprehensive Development Strategy for the
mumcrpalrty is a problem in that there is no clear framework for future development
or a vision statement, growth projections, land use policies and guidelines,
projection of infrastructure development, social or economic needs;

e Existing infrastructure is madequate such that in all of the three RTs, popuiation
pressures have increased substantially without a, comparable increase in
infrastructural capacity. The result is significant problems with water, sanitation and
electricity supplres

e Lack of accurate mapping and GIS systems precludes effective planning;
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7.4

the

» .As a result of unpredictable annual revenues, long-term planning at the local level
is adversely affected.

7.3.4 Human Resource Capacity

» There has been a lack of on-the-job experience to test and implement the
considerable theoretical training that has been received by local governmental
representatives;

e There is a lack of public awareness and knowledge of individual rights with respect
to participation in local govemment is considered a capacity gap;

e A lack of coordination between the two parallel systems of local government
undermines coordination and efficient utilization of scarce resources.

Preliminary Capacity-Building Programme Focused on the SIRT -

There are a number of imporant initiatives that are recommended to address the
institutional/legal/planning barriers identified above and in Section 3.5. These include |
following: :

* Roles and responsibilities of the LEA and the baladiiyas must be defined in the
interests of transparency of decision making and public clarity as to who is
responsible for the range of local services. As a result of the extensive overlap that
is permitted under current law, this task will likely need to be undertaken on a RT by
RT basis;

+ An initiative should be included to support collection of taxes and other revenues
that fundamentally affect the ability of municipal government to function properly.
This need may entail tax/ffiscal mapping as indicated above;

o Baseline mapping will be needed to provide a basis for planning and could/should
ultimately encompass both a real estate and fiscal cadastre;

» LEAs should be supported to have stronger relationship with their constituencies
through support in communications and incorporation of feedback from the
community into their activities;

+ Government entities (e.g., MOED) should be enrolled in support efforts to get local
NGOs registered, as a logical step in supporting the LIF and development of local
partners to strengthen planning and implementation of the SIRT and other
initiatives over the longer term;

e A programme should be developed to strengthen. rental/other income generatlng
potentlal on municipal lands; .

» MOED and LEA personnel should be a part of a participatory process to Identrfy
high priority infrastructural needs of the community;.

» A participatory monitoring, evaluation and reporting process should be instituted at
the local level as far as the SIRT is concemned involving all local government
partners and participants, in order to increase the Iegmmacy of government to the
public; ‘
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» Agencies such as IFES, ARAN and GTZ, which have been involved in municipal
strengthening, should be consulted during preparation of training modules to
ensure complementarity and to build on existing strengths;

o Emphasns should be placed on a ‘learning by doing’ approach m order to convert

theoretlcal knowledge into practical appllca’uon

° Lmkages between the participating RTs' LEAs and baladuyas should be

encouraged and enabled fo promote transfer of

communications and cooperatlon'

ldeas and

increased

In addition to these process-related recommendations, several training initiatives will be
incorporated into capacity building and undertaken through a“team of local and
~ international specialists. Following from the issues described above, the following table
‘presents a preliminary Capacity Building Matrix for the SIRT,
recommendations for capacity building address the needs of the MOED, LEAs,
Baladiiyas, Mahala Komitesis and communmes (via the LIF).

in -~ which

Table 7-1: Preliminan

/ Capacity-Building Programme: SIRT _

Capacity
Building Activity

Target Group

- Gapacity
Building

Provider

- Description of Activity

Cost of
Activity

1. MOED
MO-1: Project
and Financial
Management, . - -
Planning,
communications

Management

and staff of

| MOED national

and RT offices

Localénd
international
specialists

'Toplcs pro ject cycle

ADB requirements,
needs assessment,
planning.and design,
implementation,
monitoring and
evaluation

Timing: at project start-
up

Delivery: workshop 3
days, 8 sessions (1 per
town); on-the-job follow-
up; '

Included
in other
items
below

2. LEA
1. Local
Govemance

Management
and Staff of
LEA

Local and
international
specialists

Topics: public
consultations,
community mobilization,
accountability, and
transparency.

Timing: at project start-
up

Delivery workshop 3
days, 8 sessions (1 per
town); on-the-Job follow-

up

$30,000

3. Baladiiya
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Table 7-1: Preliminary Capacity-Building Programme: SIRT

Capacity
Buiiding Activity

Target Group

Capacity
Building
Provider

Description.of Activity

Cost of
Activity

B1. Local
Govemance

B2. Management

B3. Financial
Management

B4. Procurement

B5. HR
Management

B6. Management
Information
System

Chairperson,
councillors and
staff

Chairperson
and councillors

Chairperson,

Budget and
Finance

| Commissioners

and staff

Staff

responsible for

procurement

Chairperson
and councillors;
Managers and
supervisors; HR
department

MIS depariment
manager and

Local and
international
specialists

Local trainers
and PlU staff

Local and
international
specialists

PMU staff

1 International

- specialists

PMU/PIU staff
and MIS

To combine with LEA

Topics: project cycie,
ADB requirements,

| needs assessment,

planning and design,
implementation,
monitoring and
evaluation

Timing: at project start-
up

Delivery: workshop 3
days, 8 sessions (1 per
town); on-the-job follow-
up; shadowing PIU staff

Topics: commercial
accounting system,
annual financial
statements, financial
projections, budgetary

| procedures, tax

assessment
Timing: within the first
year

| Delivery: workshop 5

days, 8 sessions (1 per
town); on-the-job follow-
up; shadowing PiU staff

Topics: ADB

' requirements,

Azerbaijan requirements

Timing: at project start-

up
Delivery: workshop 2
days, 8 sessions (1 per

town); on-the-job follow- |

up; shadowing PIU staff

Topics: recruitment,
management styles,
leadership, motivation,
performance review,
time management

| Timing: within first year

0.00

6,000

45,000 |

0.00

30,000

4,000
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Table 7-1:_Preliminar

y Cépacity-Building Programme: SIRT

Capacity ]
Building Activity

Target Group |

Capacity
Building
Provider

Description of Activity

-Cost of
Activity

B7. Computer
Training

BS. City
Development
Plans

BS. Chairpers-on“w:z‘% ST
|'Chairpersons’

Meetings

B10. Staff
Exchange

B11. Regional
Study Tours

B12. Equipment
Provision

staff

All'as required

{*Chairperson,
‘counciliors and
‘staff as required

Staff

Chairperson,
councillors, and

| staff .as
.| approprigte

All

specialists

Local
specialists

International
and loca
specialists

Self

Baladiiyas

Oihér countries

PMU

Delivery: workshop 3

“days, 8 sessions (1 per

town); on-the-job follow-
up; shadowing PIU staff

Topics: enhancing
existing MIS, PPMS,
computerizing MIS
Timing: ongoing for life
of project

Delivery: workshop, on-
the-job training,
technical assistance,
shadowing PIU staff

Topics: software
applications -

Timing: within the first
year

Delivery: workshop, on-
the-job follow-up

Topics: creation of city
development plans for 5
towns, mapping of
municipal properties
Timing: within the first
year '

Delivery: workshops,
on-the-job training,
téchnical assistance

Topics: sharing of
experiences, problem
solving

Timing: ongoing for life
of project, semi-annually
Delivery: staff exchange

Topics: sharing of
experiences, problem
solving

Timing: ongoing for life
of project, every quarter
Delivery: staff exchange

Topics: viewing

alternative approaches,

problem solving

2,000

0.00

5,000

10,000

65,000

200,000
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Table 7-1: Prelimina

y Capacity-Building Programme: SIRT

Capacity Target Group
Building Activity

Capacity
Building
Provider

Description of Activity

Cost of
Activity

B13. Vehicle
Provision All

B14. Women's
Participation - Community

PMU

Community
Development
Specialist’

Timing: ongoing for life
of project, 1 trip per year
Delivery: 1 person from
each Baladiiya per year
for 1 week

Topics: office fumiture,
office equipment,
computers, software
Timing: project start-up
Delivery: procurement
and installation

Topics: vehicles

Timing: project start-up
Delivery: procurement

Topics: common areas,
utility supply, waste
management, parking
areas, apartment
extension, operation
and maintenance
Timing: ongoing
throughout life of project
Delivery: workshops 2

160,000

0.00

days, on-the-job training

117

Government of Azerbaijan-ADB

Blackstone Corporation




Final Report December 2005

Azerbaijan Social Infrastructure

Table 7-1: Preliminar

/ Capacity=Build_ing Programrﬁe’: SIRT

Capacity | Target Group . Capacity Description of Activity | Cost of
Building Activity | Building : Activity
\ Provider
4. Mahala
M1. Mahala | .
Operation Committee Local and Topics: community 8,000
members | International mobilization, public
social and education, operation of
community organization,
development establishing
specialists relationships, member
from PMU and | involvement,
PIU , local relationship with
specialists Baladiiyas and LEAs
: Timing: ongoing
throughout life of project
Delivery: workshops 3
days, on-the-job training 8,000
M2. Project Committee Topics: project cycle,
Management members Local and ADB requirements,
international needs assessment,
social and planning and design,
community implementation,
development monitoring and
| specialists evaluation, financial
from PMU and | management
PlU | local Timing: ongoing
specialists throughout life of project
Delivery: workshops 3
days, on-the-job training 1,000
M3. Mahala Commiittee for 10 Mahalas X 8
Formation members towns
' PMU/PIU staff
Topics: community
mobilization, public
education, operation of
organization,
establishing
relationships, member
involvement,
relationship to
Baladiiyas and LEA
Timing: ongoing 0.00
M4. Women's Community throughout life of the
Participation Members Community’ SIRT for 4 Mahalas
Development Delivery: workshops 3
Specialist days, on-the-job training
Topics: common areas,
utility supply, waste
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Table 7-1: Prelimina

y Capacity-Building Programme: SIRT

Capacﬁy
Building Activity

Target Group

Capacity
Building
Provider

Description of Activity

Cost of
Activity

management, parking
areas, apartment
extension, operation
and maintenance
Timing: ongoing
throughout life of project
Delivery: workshops 2
days, on-the-job training

Topics: common areas,
utility supply, waste
management, parking
areas, apartment
extension, operation
and maintenance
Timing: ongoing
throughout life of project

"| Delivery: workshops,

technical assistance

4. Community
Groups

C1. Proposél
Preparation

C2. Group
Organization

C3. Project
Management

| Community

group leaders

Community -
group members

Community
group leaders

PIU LIF staff
and local
specialists

P1U LIF staff

PIU LIF staff

Topics: ADB/LIF
requirements

Timing: ongoing _
throughout life of project
Delivery: workshops 1
day, technical
assistance

Topics: registration,
community mobilization,
public education,
operation of
organization,
establishing
relationships, member
involvement,
relationship to Mahalas,
Baladiiyas, and LEA
Timing: ongoing
throughout life of project
Delivery: workshops 3
days, on-the-job training

Topics: ADB/LIF
requirements’

Timing: ongoing

0.00

5,000

0.00
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Table 7-1: Preliminal

Capacity
Burldmg ActIVIty

Target Group

Capacity
. Building
Provider

y Capacity-Building Programme: SIRT

Description of Activity

Cost of
Activity

C4. Technical
Subjects

C5. LIF
Operations

5. oOther

0O1. HRD, OD,
and Infrastructure
to be determined
during project
inception and
‘implementation

Community |

group members

LIF staff

| To be

determined

| PIULIF staff

and local

| specialists

PIMU LIF
Consultant

To be
determined

throughout life of project
Delivery: workshops 1
day, technical
assistance

Topics: related to the
specific micro-SIRT(as
required)

Timing: ongoing-

"| throughout life of project

Delivery: technical
assistance on-the-job

Topics: Orientation to
LIF, LIF staff
responsibilities, fraining
of trainers

Timing: at project start-
up

Delivery: workshops 3
days, technical
assistance, and on-the-
job training

_To: be determined

5,000

0.00

216,000

\

$800,000
Total

- As shown on the Tablé’, there will be six primary targets for capacity-building for the SIRT:

1. Ministry of Economic Development

The SPPRED and local MOED representatives in the RTs will'receive on-going support
and capacity building, -among others, in the areas of project management, urban
planning, GIS, communrty animation and consultation, procurement, monitoring and
evaluation, etc.

2. Local Executive Authorities

LEA representdatives, as envisaged, will participate, with other groups, in training
. programmes in the areas of local ‘governance, addressing such topics as: public
consultation, -community mobilization, accountability, and transparency. Because of
their strength and importance they will need to be involved .in many aspects of
infrastructural planning and development. The precise nature of the capacity building
in which they participate will be determined once the participating RTs and assomated
projects components are finalized.
. 3. Baladiiyas
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As defined earlier in this Section, the baladiiyas are envisaged as playing a direct and
primary role in the management and implementation of the SIRT. Baladiiya
strengthening programmes will address the following subjects: :

Local govemance;

Project management;

Financial management;
Procurement;

Human resource management
Management information systems;
Computer training;

City development plan preparation;
Mahala formation and animation;
Meeting management;
Communications/staff exchange;
Regional study tours;

Women’s participation;

Equipment and vehicle provision.

o ¢ & ¢ o 6.0 2 © O @ o ¥ o

The table sets out the full range of topics, timing and type of capacity building.
4. Mahalas
Strengthening programmes will address the following subjects:

Mahala operation;

Project management;

Operating a new mahala;
Women'’s participation;
Management information systems.

They will be provided with training on aspects municipal government and on the
operation of a community-based organization. During project inception and
implementation, should clusters of Mahalas be identified or established in response to
the SIRT component, they will be provided with required training and equipment.

5. Community Groups

See Section 6 and Annex M for a discussion of capacity-building for the Local
Initiatives Facility.

6. Other
There may be other groups identified as requiring support as formulation of the SIRT

progresses. These could include, for example, NGOs or CBOs other than the
mahala komitesi, or other parts of the LEA. :

7.5 LIF Training and Capacity-Building

The targets of the training and capacity-building process, which is described in the CPIC
in Section 6 and in Annex M, are the following:

s LIF staff, including the LIF coordinator in the central PMU;
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e CG Ieader‘ship,
CG LIF Committees;
¢ CCCs (see Section 6.4, Project Managemen’t and Institutional Arrangements).

Over the course of the seven steps of the CPIC, capacity-building/training will involve
several different forms of support, including: information and resource material
preparation and dissemination; meetings; workshops; individual and group training;
“learning-by-doing” and policy and planning processes, etc. Capacity-building and
fraining will address the numerous subject areas required to enable LIF project
implementation through all of the Steps, including but not limited to: CG organization
and management; participation and consultation; proposal writing; detailed sub-project
preparation; contracting and procurement; MiS; finances/ ‘bookkeeping; monitoring and
evaluation, operations and maintenance, social and environmental iripact assessment,
etc. It is envisaged that the capacity-building/training Part will be contracted out to a
private entity (or, in the altemative, one per RT), whnch will-be supervised by LIF staff in
each of the Regnonal Towns (see below).

‘As shown in the CPIC (see Figure 6-2 and Annex M), tralmng and capacnty building
occurs continuously through the seven Steps of the CPIC process and is absolutely
critical to the success of the LIF, given its emphasis ona partlcnpatory, commumty—
driven approach

It is envisaged that Local Facilitation Consultants (LFCs) will be contracted through a
tendering process (see Section 6.4). Training and capacity building will be developed
by the LFCs and provided to, several different groups including:

e LIF RIU Staff;
o Community Groups (CGs), including leadershlp and the CGs LIF Committees;
o Community Coordination Committees (CCCs)

The LIF will engage an outside consultant to trém/prov'ade capacity building to the LIF
Coordinator in the PMU, if required. In order to assure a highly open and participatory
process, the work of the LFCs will be provnded on a regular, at times even daily basis,
to CGs. Such support will take many forms, including: information meetings; workshops
and seminars; on the job trammg/ learmng by domg trammg

Capacity building and support will address demsmn-makmg, consensus—buiiding,
project management; procurement; bookkeeping; - participatory meonitoring and
evaluatlon report preparation; operations and maintenance planning; budgeting, etc.

The LFCs will act in partnership with community groups as the lmplementmg bodies.
The quality of their work will be monitored and overseen by LIF RIU staff, as well as the
Regional Coordinator (see Section 6.6, Project Monitoring and Evaluation.)
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7.6 Training/Other Actions Needed to Strengthen Local Self Governance

Based on findings to date and the rewew of the activities of other international and local
onors/actors, there are a number of additional capacity-building efforts that will be
required to strengthen the ability of the local governmental structures in Azerbaijan to
function effectively, as cited below:

e Real estate/land cadastre upgrading: Land values currently do not reflect true
market value. Not only does such a system have a detrimental impact on land use,
and infrastructural planning, but it impedes creation of an effective fiscal cadastre
and taxation system. Because  local. governmental revenues depend, in
considerable part, on land taxes, an improved cadastre system could help to
strengthen local government’s solvency and capacity;

» Tax mapping: Associated with the cadastre is the need for tax mapping as pointed
out earlier in this section. Such mapping would be an important capacity-increasing
initiative, as it would provide municipal government with a tool fo increase its tax
assessment/collection;

* Tax collection: Considerable capacity-building is required to improve the ability of
municipalities to collect the taxes to which, under the law, they are entitled, and on
which they depend. Such capacity may take the form of increased number of tax
collection personnel; tax mapping/improved cadastre as per above; a sustained -
communications programme to inform the public of the intended productive use for
the taxes;

e Land and fiscal management: Many municipal governments are selling off their
land assets to meet immediate financial emergencies. Capacity-building support is
needed, “on the job” to assist baladiiyas to find atternative sources of funds, and/or
to be able to borrow against the landffind other means, to finance their activities
and ensure financial sustainability; : '

¢ Land transfers: Baladiiya staff need to be strengthened to lobby LEAs and the
national government for transfer of lands to which municipal govemment is entitled
(e.g., in Barda, land transfers have not been fully completed)

+ Solicitation of Funding from Central Government: As mentioned earlier, there
are national govemment funds that are earmarked for municipal use, but which
municipalities find difficulty accessing. Capacity building should take the form of
identifying these potential sources of revenues and training local personnel to
pursue and obtain these funds;

« Clarification of Roles and Responsibilities: As Section 3.5 has described, there
is considerable overlap between LEAs and Baladiiyas, which, in the long run, will
impede both the efficiency and effectiveness of local govemance. Moreover, this
situation is inconsistent with the Council of Europe’s requirements that local
government have autonomy. Considerable and sustained capacity building within
both the LEAs and baladiiyas is required, perhaps on a RT by RT basis to begin
with, 'to facilitate a process of discussion and negotiation regarding powers and
related funding and staffing. Strengthening is required at the national level to
rationalize laws which create ambiguity regarding municipalities’ roles and
responsibilities and sources of revenues, vis-a-vis the LEAs.;
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e NGO registration: Municipal governmental capacity could be increased to enable
it to lobby for, and support registration of, local NGOs/CBOs. Without such
registration, community groups are constrainéd as far as the scope of their activities
are concemed, and yet their functionmg is 1mportant {o local self governance;

e Awareness bulldmg among the public: Local govemnance is very new to the
country. Stakeholders consulted during the PPTA appear to have very limited
expectations of local: govemmerit and do' not fully comprehend its” importance,
‘particularly when it already has a parallel, executive governmental structure at the
local level. Capac:ty bundmg in the form’ of development and. delivery of an
awareness—buﬂdmg programme to the pubhc to mform them of the gaps which
-baladiiyas can fill, is impottant; = -

¢ Mahala Komitesi formation: Throughout the country there is stnll considerable
work to be done to creaté and ensuré sustamablhty of block eommunities, to look
after their own'social infrastructure, .and other (e.q. culturall/recreational) needs.
These-entities are showing very positive signs of becoming important, participatory
community institutions that are a hlghly ‘desirable and needed base for effective
iocal self governance.
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8.0 Initial Environmental Evaluation
8.1 Environmental Impact Assessment Procedures
8.1.1 Standard Procedures of ADB

The activities proposed through the PPTA should be compliant with. environmental
assessment procedures of both the ADB (for Project Loans) and the Government of
Azerbaijan. A brief description and comparative analysis of these procedures is
provided below.

Standard ADB procedures for environmental assessment of proposed projects are
based on categorization of project by type and extent of environmental impact. Projects
fall within one of three categories, and different assessment procedures and
requirements are applied to each category.

o . Category A: Projects in this category typically require a full EIA procedure,
as they may lead to significant negative environmental impacts, including
major change in land use, physical, and biological environment, or negative
impact to public health in the surrounding area;

o Category B: Projects in this category require Initial Environmental
Examination (IEE) procedures, involving a process of environmental
screening that is effectively a simplified and shortened version of an EIA as
prepared for category A projects. The difference between these two
categories is often one of scale (i.e., category B projects could be of similar
nature, but smaller scale, than category A projects, and not located in
environmentally sensitive areas. Most of negative impacts of such projects
may be avoided through adequate mitigation measures;

o Category C. Projects in this category are not likely to generate any
significant negative environmental impacts, and do not require detailed
environmental appraisal. However, a summary of possible short- and long-
term impacts is required, as well as identification of appropriate mitigation

. measures. :

8.1.2 Standard Requirements of Government of Azerbaijan

-Environmental assessment procedures of the Government of Azerbaijan are based on
the “Law on Environmental Protection®. Responsibilities for execution of the provisions
of the law lie with the Ministry of Environmental Protection and Natural Resources
(MEPNR). Under this Law, all investment projects, regardless of the source of funding
and ownership, need to receive the approval of the “State Environmental Expertise” (a
division of the MEPNR). The purpose of the “State Environmental Expertise” is to-
review and approve relevant EIA reports for proposed projects.

There is no classification of projects according to the severity of potential impacts, and
there is no standard format for an EIA report. However, comparison between general
requirements of the impact assessment and measurable parameters for the EIA/IEE
report as laid down by the ADB and EIA requirements of the Government of Azerbaijan
(stated in the EIA requirements, UNDP/MENR®®, 1996) demonstrate similarities and the
adequacy of the ADB procedures to satisfy GoAz requirements. It is proposed that for
all subprojects, EIA/IEE reporis will be prepared, and submitted for approval of both

 MENR is the former State Commitiee on Environment and Control of the Nature Use
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8.2

ADB and Government of Azerbaijan (State Environmental Expertise) in accordance
with the requirements of the ADB.

Environmental Impact Assessment of Social tnfrastructure for tDPs and
Vulnerable Populations (Sli) ' ~

8.24. -Rationale

Environmental evaluation of the proposed loan funded project of ADB and Government
of Azerbaijan is currently limited to assessment of the SiI, which is focused on
construction of new appropriate housing and clearing a number of secondary schools
in three towns that are currently been  inhabited by IDPs. The SII will provide in total
housing for 814 families who are currently occupylng (fully or partly) 36 schools, as
summarized in the following table:

. Sy Table 8-1: Sl - Summary

© Town ~* Number ‘Number Number of New Number of
- " ofIDP- - ofIDP Apartments/Buildings Schools
Families Persons ‘ o Cleared
Mingechevir 300 1169 . 3005 .10
Barda. . - 396 .. 1279 - 408(7 8
Sumgayit 118 - 467 12012 ' 18
. Total 814 3912 82814 36

Under the current PPTA, the present state of the schools occupled by IDPs was
assessed and: altemattve land’ 5ités evaluated Assessment of the environmental
impacts ‘of ‘the proposed Sl was” conducted " in general the background
environmental situation of the towns Mmgechevrr and Sumgayit i$ heavily influenced by
the operating industries. Unlike these two, Barda is at the centre of a rayon with a
dominant agricultural economy. No significant industrial assets are located in the town.
Improvement of major utility services and reduction of industrial pollutlon loads in any
of the study area towns are beyond the scopé of the proposed PPTA. However, the
aim of the cument study is to determine the most environmentally friendly locations
within the borders of the selécted towns, and assure. that all potentral negative impacts

“of the new constructions are proper|y mmgated

The engineering solutions for the' proposed housmg (use of septic tanks, metermg use

" of local construction matenals etc) are in harmony with overall ‘national strategles71

The summary IEEs for these” subprOJects which fall within categorles B and C - will be
prepared in accordance with ADB Environmental Assessment Guidelines, 2003.

8.2.2 ‘ Present Situation and “No Action” Sceh'ar'ie

The Sl is targeted at IDP families who are curréntly residing ‘in sécondary schools in

the towns of Mingechevir, Barda, and Sumgayit. Currently, these families live in

™ A brief review of the environmental background situation of the selected towns is described in the Annex U: Background
Environmental Situation. .
" gee Environmental Action Plan for Republic of Azerbaijan, WB/GOAz, 1996.
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schools while sharing the buildings with ongoing education activities, and these
conditions - create mutual damage for the education process and the IDPs living
environment.

The typical state of the schools occupied by IDPs can be summarized as follows:

1.

10.

Building - All the school facilities, occupied by IDPs, such as cléssrooms,
corridors, sport, conference rooms, canteens, are partitioned off by temporary
materials and curtains; :

School territories - Most of the school yards are also adjusted by IDPs for their
domestic needs, including illegal constructions, animal shelters gardens, and
storage of wood sites to parking lots, etc.;

Water supply and sewerage — In some schools, water is available in the building,
usually in the toilet areas. These rooms are also. connected to centralized
sewerage. Both the water supply and sewerage mains are highly deteriorated,
and do not function on a regular basis. In other schools, water is only available in
the yard, and the schools are not connected to the sewerage mains;

Sanitation and personal hygiene practices - In the schools that are not connected
to water supply and sewerage mains, usually off-site sanitation is developed
through pit latrines. In selected schools, assisted by intemational organizations,
flush latrines outside of the building are available along with separate bath
houses. Laundry is carried on in the same living buildings. For schools not
connected to the sewerage system, the grey waste water is disposed of in the
yard;

Livestock - On most of the school yards animal shelters are constructed Typical

livestock includes poultry, sheep, and cattle;

Transport vehicles — Many abandoned vehicles, including freight vehicles, are
often parked in the school yards, occupying the areas of the play ground, sport
sites and school gardens; ,

Energy use - There is an abundant number of illegalimproper connections to the
electric mains inside, as well as outside, the school buildings. Food is cooked in
the corridor on electric or diesel fuel fed stoves. In winter, the heating is based on
electric heaters or wood burnmg stoves. In extreme cases, used tires might be
used as a fuel; :

Deforestation — Virtually no vegetation is remaining on occupied school sites;

Hazardous materials - As all IDP families store food in the rooms, and the school
territory is often a place for open dumping of solid wastes, rodents are common.
The health authority (Town Center of Epidemiology and Hygiene) provides
regular prevention measures and spreads rat poison. Also some IDP families
store in their rooms such inflammable materials as petrol or diesel fuel. Liquid
Chlorine is also stored in unsafe conditions in the living places (it is widely used
in the country for domestic disinfection purposes);

Solid waste management - The waste is supposed to be collected from the

school yard on a regular basis by Municipal Services. In reality, the collection
services in most of the schools operate on an ad hoc basis, or are compietely
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lacking. Very often the wastes are dumped on the school territory, and then
burned.

In all visited schools, the conditions are not suitable for either living or educational
‘purposes: The lack of basic amenities, unsanitary environment and social tensions are
harmful for both thé IDP community and the education process.

8.2.3 Positive Environmental Impacts Anticipated

The aim of the proposed Sl is to provide new appropriate housing to IDP families,
currently living ‘in unacceptable conditions. As discussed further in other report
sections, the' improvements will result in provision of individual ‘apartments for each
family and improved access to utility services related to water supply, sewerage,
electricity, gas supply, and solid waste management. On-going maintenance will be
directed; to ensure that suitable 1iving conditions are sustained. This will result in much
_improved environmental conditions, improved personal hygrene and |mproved social
clrmate for the affected IPD communities and students. , :

8.2.4 = rSc_:reenmg of Alternative Land Sites

The land sités were proposed by the town Chief Architects, on behalf of the LEAs. The
acceptance of the sites was assessed by the social, engineering and environmental
teariis of ' theé SI.” The final screemng of sites. was ‘done as a result of social,
engineering, environmental, mstrtutronal/legal anatysrs In total, fourteen sites were
proposed for assessment in the three Sl towns, including five srtes in Mrngechevnr six
sites in Barda, and three sites in Sumgayjit X5

A description of the sites is included in Annex K. As the towns of Mingechevir and
Sumgayit are. industiial centres, they:are characterized 'by dénse’ population séttiement
pattems and most of the houséholds flive:in hi-risé ‘apartmient blocks: 'In Barda, about
80% of populatron live in private housing. Therefore, Barda offered the largest choice
of alternative sites:"The 'sites vary fiom open, clear space to areas "of uncompleted
“capital construction that were initiated at the end of the soviet era. The process of
screening of potential environmental impacts and identification of mitigation measures
was applied to the selection of eligible sites. The sites were screened for such
parameters as: exposure to pollution; land ownership rights; damage {0 green areas;
need for any resettlement and risks of creation of socnal madequacres _

The detailed tables of site screening are presented in Annex K, Tables' K—1 K-2, K-3.

Exposure to the long term pollution sources was investigated in the field and
discussed in consultations with local branches of MEPNR. Sites in the area of impact of
operating industries, railway lines and busy roads were- screened out of the long list, to
avoid costly: mltlgatron procedures and because other preferable Sites are available.

The need' for reséttiement was a screemng criterion. Some of the sites that were
considered are currently partially occupied by IDPs (e.g., separate houses built on
Barda site' No 1 and Barda site No 2, and occupied apartments in uncompleted blocks
such as at Mingéchevir site No 2). Invotunta'ry resettlement in such cases is regulated
by the Decree of the President #298 fiom 1 July 2004, On ‘Approval of the State.
Program on the Improvement of Housing and Employment of Refugees and IDP$ in the
Republic of Azerbaijan. According to this Decree, areas occupied by IDPs for housing
purposes during 1992-1998 can not be withdrawn by the state, unless repatriation or
the provision of the new adequate housing occurs. If Sl housing construction can not
be implemented without resettlement measures, the site has been screened out, as the
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mitigation measures in this case are beyond the scope of the Sll and are under the
responsibility of the State.

Potential land ownership conflicts were identified for some sites. Most of the
proposed open space sites belong to the LEA, and can be easily transferred to the
responsibility of the Baladiiyas for the use by the Sll. Uncompleted constructions:
existing foundations and uncompleted apartment blocks (i.e., Mingechevir site No2;
Barda site No1) belong to the State at the level of the Ministry of Economic
Development (MOED); foundations and uncompleted buildings of schools (Barda site
No 2) belong to the Ministry of Education (MOE). Providing all official procedures are
followed, no problems of transfer of these land sites to the Baladiiyas for the use by the

. Sl are envisaged, as these assets are highly deteriorated and their current value is
tow. Problems of land transfer resulting in the screening out of the site might be found
with regard to the territory of operating educational institutions not covered by the
proposed resettiement program (i.e., cases of Boarding School (Barda site No 3) and
Agricultural Technical School (Barda site No5)). In addition to the legal procedures,
liquidation of uncompleted constructions will create additional costs for the ‘housing
construction. Other sites that were screened out on the land ownership criteria include
sites: Barda site No 4 (operating water headworks of the railway) and Mingechevir site
No 5 (land under an agricultural rent contract). The original inclusion of these sites in
the long list can be explained by the lack of recent Land Cadastre of these towns;

Social conflicts may develop due to new housing being constructed for some IDPs in
an area already inhabited by other IDPs who are expected to continue to live in
substandard conditions. Because of this criteria, some sites were abandoned (i.e.,
Sumgayit site No 2, Barda site No 3, Barda site No5 and Mingechevir site No 1). Other
social concerns might be related to destruction of the fruit gardens (including the
gardens that are not officially registered with the land use authorities) of local residents
for the purpose of the new housing construction. These gardens are part of the
household economy, and their demolition will generate a negative perception of the
new housing initiative among the local community (i.e., Mingechevir site No 4);

- Potential damage to green areas (recoverable and non recoverable). There are two
types of potential impacts that could occur as a result of the proposed construction: a)
where recovery is possible: where there are limited numbers of trees present on the
site that will be affected by the construction but will be replaced as part of the external
works and as part of the associated mitigation measures; b) where larger green areas
will be destroyed by the construction and cannot be recovered within the same area: in
this case, recommended mitigation measures will include partial replanting of trees and
other vegetation where possible.

8.2.5 Selected Sites

As a result of screening of the sites (Annex K Tables K-1, K-2, K- 3) the following sntes
were selected for the use by the Sl

1. Mingechevir site No 3 (with Mingechevir site No 2 as a second choice option);
2. . Barda site No 2 and Barda site No 6; and
3 Sumgayit site No 3.

8.2.6 Potential Environméntal_lmpacts & Mitigation - Design
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The foIIowmg possible issues should be considered and addressed as necessary
during Sl design:

1. Unfavourable geclogy of the area: can influence the sites, which are in the
area of shallow ground water, resultmg in:

o' flooding of the housing in the future
o' water logging; and
o settling of the soil and foundahon.

Thls can be mitigated by the high accuracy of pre 'desxgn investigations, carried out
by experienced licensed local geclogical investigations companies, under
coordination of PMU

2.f - Overestimated. capacnty of the existing infrastructure systems: water
supply, sewerage, gas supply, electricity, public transport routés, eic.,
capacmes can be overestimated, leading to the shortage or lack of the utmty

: servlces for the proposed housmg :

Th|s can be mmgated by the accurate p]anmng of the new demands at the
désign - stage 'in' coordination with: all service’ provrdlng compames
Responsibility lies with qualified local licensed engineering companies, hired
for detalled de5|gn works ‘under the coordmatlon of the PMU and Baladiiyas.

3.  Overestimated capacity of the soclal infrastructure: After moving into new
: housmg IDP families may lack suff cient educatlcn and health care services in
the area.

Mmga’uon measures at the detailed desngn stage'will mclude adjustment of the

“-available social mfrastructure to the new demands. Responsibilities lie with
the qualified licensed eérigineering-comipaniés, hired for detailed design works,
under coordination of the PMU and Baladnyas

4, - - Use of environmentally unfnendly technolog|es and materlals for the
' new housing: Design of autonomic central ‘heating systems based on the
use of crude oil or diesel fuel, will act as a new source of ambient air pollution.
This will be. mitigated by the use of alternative electric heaters for the
proposed housing. The SH will use -certifi ed enwronmentally fnendly
construction materials. Responsibility lies with qualified licensed engineering
companies, hired for detailed design works under coordination of PMU and
Baladiiyas.

8.2.7 Anticipated Environmental Impacts & Mitigation - Construction

1. Air and noise pollution generated at the construction' site: Regulation of
air pollution will occur in accordance with the maximum allowed concentration
limits in the country. Any air pollution will be' short-tefrm (during construction).
Monitoring responsibilites are with the local Branch of the MEPNR. Noise
poliution during construction and operation will be regulated by the state
norms for noise protection. Responsibilities are wnth the Center for Hygiene
and Epidemiology of the MOH. :

2. Temporary soil and vegetation damage: Land re-forming and re-cultivation
will be applied to the portions of soil and vegetation damaged or lost during
construction as part of the bunldmg external works. These works will be part of
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the civil works, supply and installation contracts. Control responsibilities lie
with the PMU and Baladiiyas.

8.2.8 Anticipated Environmental Iimpacts & Mitigation - Operational

1. ~ Unsatisfactory state of municipal services: The risk of the lack or shortage
of utility services, such as: electricity, gas supply, water supply and sewerage
due to consumer's debts and delayed payments must be assessed.
Associated mitigation measures include regular monitoring of the state of the

- government guaranteed payments by the State Committee for Refugees and
IDPs (SCRI) of Republic of Azerbaijan.

2. Architectural changes of existing/partially constructed buildings: A
negative environmental impact may be associated with potential partitioning of
the apartments using heavy construction materials (bricks, or local limestone
blocks) that can lead to the destruction of the building stability and earth
quake resistance. Construction of additional housing units on the roof,
extended balconies, etc., may lead to damage of the original architectural
structure.  Mitigation measures include the control over the operation by the
Baladiiyas.

3. Potential illegal land use: There is some risk of illegal occupation of the
surrounding land around the new housing by the IDPs for various domestic
and agricultural purposes. Associated mitigation measures include control and
cooperation between the IDP community and the Baladiiyas on the land use
issues, and development of sound mumc:lpal land use plans with enforcement

of the regulations.

A summary of the potential negativé impacts due to location of the accepted site;
design, construction and operation stages is contained in Annex V: Sli - Summary
Anticipated Negative Environmental Impacts.

In general, it can be stated that the Sl will -have a net positive impact on the
environment by improving the quality of life of the targeted IDP communities,
developing existing urban areas, and mitigating all potential negative impacts.
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9.0 Social and Poverty Assessment
9.1 Introduction
9.1 Overview

The Poverty and Social Assessment (PSA) has been carried out with a focus on the
Social Infrastructure for Internally Displaced Persons (Sil) (in Mingechevir, Barda and
Sumgayit) and the Local Initiatives Facility (LIF) of the PPTA, as described in previous
sections. Additional social assessment work will be required at a later date related to
the Social Infrastructure for Regional Towns (SIRT).

The current phase of the PPTA has been specifically designed to improve the living
standards for IDPs and wvulnerable population groups in Mingachevir, Barda and -
Sumgayit, increase access to affordable social infrastructure for these, and strengthen
capacities of local government and community groups to address such social
infrastructure needs. As such, it is directly aimed at providing social benefits to the
IDPs and other vulnerable local community residents who are also under duress as a
result of the many years of conflict, economic collapse, the results of flawed
privatization processes, and numerous other factors (see Annex X: Summary Poverty
Reduction and Social Strategy).

9.1.2 The Problem

The problem that is being addressed is extensive, multi-faceted and complex. A
number of factors since 1990 have contributed to high levels of social and economic
deprivation throughout much of Azerbaijan. These have included the break-up of the
Soviet Union, a highly flawed privatization process, economic collapse and the
Armenia-Azerbaijan conflict over Nagorno Karabakh, which has led to the dislocation of
hundreds of thousands of IDPs who have overwhelmed cities and regional towns. As
discussed later in this report section, official statistics place poverty levels in excess of
40%, as a result of loss of employment, illness and disability, aged nature of the
population, lack of investment and other factors. Among some of the most vuinerable
population groups, including the elderly and single-parent (usual women) families,
poverty exceeds 60%. Stakeholders agree that actual numbers are likely much higher.
The most vuinerable include a cross-section of IDPs, refugees and local residents, all
of whom share similar levels of hardship. Unemployment is endemic following the
closure of most Soviet-era industry and is considered the biggest overall issue. The
conditions experienced over the past 15 years have created an array of extremely poor
living conditions for a high percentage of the population, many of whom are living in
overcrowded single rooms in old dormitories, schools, abandoned hotels and other
public buildings or dilapidated apartments that have not been maintained for over a
decade. Infrastructure is crumbling, resulting in poor water, sanitation, and ventilation
conditions in many cases. Social conditions are noted to be fragile in many locales and
urgently require visible interventions, preferably through local self-govemment, to
demonstrate that change is possible.

9.1.3 Solutions Proposed within the Project

Project activities have been designed to address the problems of the people and the
needs directly expressed by the stakeholders, as described below. The Sll is important
as it will directly address two of the most urgent issues and needs that have long been
recognized by the government and the intemational community, and that have also
been identified as priorities by the key stakeholders, namely:
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9.2

reclamation of a number of occupied schools in secondary towns; and
provision of improved housing and infrastructure for many IDPs.

The LIF, as described in Section 6, will provide many opportunities for local
communities to help themselves by applying for funds for a range of different projects
and implementing them. Capacity-building initiatives also have many implications for
the communrty at large as described elsewhere m the report K

As outlined in Section 4, the Sil will resutt in rmmedrate benefits t0 some approximately
814 IDP households iri'three towns,; who will be relocated from'the secondary schools
into new housing. 1t will also dlrectly benefit several thousand students, who will benefit
in the immediate future and for many years to come as a result of rehabllrtated school
facilities.

It will complemient’ the poverty reduction efforts in Azerbauan and the regional

towns included within the project, by producrng benefits related to health, education,

" income generatlon communlty and rnfrastructure development and others, as

drscussed below

<.

Objectives and Methodology
9.21 Objectives

‘The overall Goal of the PSA is to identify and assess the potentral positive and
negative’ |mpacts of projéct activities assocrated with the development of Social
Infrastructure for Internally Drsplaced Persons (lDPs) (Sll). The scope of the
assessment encompasses both” indirect’ (re local commumtres) and -direct (i.e.,
targeted project beneﬂcranes rnoludlng IDPs lrv g in ‘the "schools and students)
rmpacts Specrf [0 objectrves as def ned m the Tenns of Reference for the TA (Annex A)
mclude the followmg

« To report on' socioeconomic and poverty condmons through primary and
“secondary data collection, and partlcrpatory processes
e To predict the contribution of the project to. poverty reduction efforts;
o To assess the rmpacts of the project, mcludlng wrllrngness to pay, abrhty to pay
and socio-economic benefits that will accrue to the targeted pro;ect population;
e To employ a participatory development approach in- prolect design,
' |mplementat|on and monitoring and evaluation;
- e To incorporate gender issues and assess measures that may maximize the
project’s benefits to women; and
e To consider socral safeguards issues as appropnate in the context of the
project, such as involuntary resettlement ethnic minorities, labour and other
nsks/vulnerabrlrtres

9.2.2 Methodology

The study has been carried out jn acoordance with the guidelines of the ADB, including
the Handbook on Poverty and Social Analysis, the Handbook for lncorporatron of
Social.Dimensions in Projects, and the gender checklists for water and sanitation and
urban development, among others. The overall methodology employed has been
based on a qualitative, participatory rapid apprarsal process, in accordance with the

_ requrrements of the Terms of Reference (TOR) and as described below.  Quantitative

social survey work was not undertaken during this phase of the work given the
reqwrements of the TOR, the fact that the study areas were not yet defined and the
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exact nature of the project activities had not yet been established. The possibility of
undertaking a quantitative survey as part of the SIRT, which is directed at the
stakeholders in the eight regional towns, should be considered.

The PSA research tasks included the foliowing:

e Initial Poverty and Social Assessment (IPSA): An initial assessment was
carried out to flag poverty a social issues that required attention during the
preparation of the PSA, including a needs assessment and preparation of a
socio-economic profile for the study area(s). Following a stakehoider
identification process, a qualitative participatory research programme was
undertaken with key stakeholders/potential beneficiaries (including both IDPs
and local residents) in three study area towns, to identify the people’s main
issues, needs and priorities. The initial participatory process included 45
household case studies, 12 gender-disaggregated focus groups, and
approximately 25 key informant interviews in the three study area towns of
Mingachevir, Barda and Sumgayit. An Interim Report was prepared to

- document the socio-economic conditions and poverty situation, and identify the
likely scope of the interventions needed to meet the needs and project
objectives;

e Poverty and Social Assessment (PSA): Once the priority projects were
selected, based on the identified needs, additional fieldwork and interviews
were undertaken with community members, school residents and authorities
and local authorities to identify which specific sites would be the focus of the Sli
and what project typologies would be included under the LIF. The research and
reporting has included: assessment of impacts associated with the projects;
examination of willingness/ability to pay issues, as relevant; design of a
participatory development strategy; gender considerations; assessment of any
safeguards that may be applicable regarding minorities, involuntary
resettlement, etc.. To reduce the possibility for overlap, to identify possible
synergies with other initiatives and to identify “lessens learned” that could
benefit the project, numerous interviews were also undertaken with key
informants in Baku, including government representatives, donor and
humanitarian/relief agencies and international NGOs (see List of Contacts in
Annex). An extensive literature review of secondary sources was also
conducted (see List of References in Annex).

9.3 Study Limitations

It is important to note that detailed and reliable data pertaining to much of the subject
matter under discussion in this PSA report is not available, particularly at the municipal
level. Existing statistical data has been presented as identified, but should be viewed
with caution. State and local municipality figures are often very different, and key
informants often dispute both sources of “official® information. The 2003 Labour Force
Survey of the government, for example, has placed the unemployment rate in
Azerbaijan at 10.7%"%, while' key informants throughout the country are in uniform
agreement that this figure vastly underestimates the problem and estimate the real
figure to be more than 50%.

The World Bank poverty reports and the SPPRED docurhents readily acknowledge that
the lack of a sound data base represents a particular challenge in terms of addressing

2 SPPRED Progress Report, 2005, p.36.
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poverty issues and in moving forward with the Millennium Development Goals
(MDGs). In fact, this is considered the main challenge in this regard:

“The main challenge...is the lack of a strong statistical base for setting
baselines for targets, and also for defining sensible monitoring indicators.
Discussion has continued and for most targets, preliminary agreements have
been réached. However, the MDG process is proving useful in reinforcing the
arguments in the country for the need to have a stronger statistical base for
understanding and- defining the policy priorities for the country. If we cannot
have: a clear and realistic picture -of the baseline situation, how can we set
realistic targets? What is 'the point of setting targets if we carniriot monitor their
achievement? The déta problems are with the quality of the data collected
(.. partlcularly in the case of.. .employment [among others]); in other cases
there is Just a lack of regular data collection (e.4., quallty of educa’uon)”73

94 Findings

9.4.1 ldentification of Key Stakeholders

The stakeholder identification process that was undertaken early on dunng the PSA
study rdentrf" ed those who would potentially be. affected by the project in either positive
or negatlve ‘ways. Particular emphasis was . placed on the identification of the "key
stakeholders” - that is, the poor, excluded and most vulnerable .groups - and their
needs and prlontles The poorest and most. vulnerable populatrons that were identified
include the followmg

:abandoned/wrdowed female headed households
“lonely elders™ who have no other famrly membeérs;
- the; unemployed and partrcularly households wrthout any regular salary earner
- IDPs;. .. , : .
the ill and handlcapped and.
children and others in larger households.'

Other stakeholders were also identiﬁed and consuited du‘ring the participatory process,
inciuding not only those who nray be affected by the Sl but élso those who those who
may be able to influence and contribute to it (e.g., local goVernment euthorities; local
and inter’na‘ti‘onal- 'NGOS; comnqunity-base‘d ,v-r;Orgenizations;v etc.). Extensive
eonsultations‘wereaearried out w_»ithva.range of these .individuals and agencies, and
many of thern (i.e., municipal gov’ernments; other gouemmentba'gencies; Mahalas; local

community groups; etc.) will also be targeted as beneficiaries of t‘}heproject.

" |bid, p. 16.
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The stakeholder identification process has informed the selection of the project
typologies, the design of the Sli, and the development of a participatory process that

will ensure incorporation of the target beneficiaries throughout the project cycle.

The project has been designed to focus directly on, and benefit, many of the
stakeholders of all types, notably the most vulnerable as noted above. No
stakeholders are projected to be negatively affected as a result of the project.
Mitigation measures will be implemented to address any concerns, as required (e.g.,
provision of temporary educational facilities for children as school rehabilitation is
carried out). Benefits of the project to the various stakeholders are discussed further in
Section 9.5.3.

9.4.2 Socio-Economic Profile of Sll Study Area Popuiations

Three study areas were selected to be included in the initial Sli, including the
municipalities of Mingachevir, Barda and Sumgayit. Descriptions of the towns, housing
and infrastructure, etc., are included in previous report sections. Outlined below are
brief socio-economic profiles for each of the target municipalities.

1. Barda
Demographics

As one of the urban areas closest to the front line of Nagomo Karabakh, Barda
has one of the largest concentrations of IDPs in the country. While official data

" reporis IDPs at just under 50,000, key informants consider the actual number
(including unregistered IDPs) to be as high as 80,000. With a local resident
population of 136,000, the concentration of IDPs represents some 27% to 37% of

- the overall population. Some 30% of the Rayon’s local population (40,000), live in
the urban area, while an estimated 35% of the officially registered IDPs (27,000)
are also urban dwellers.

Most of Barda’s local population (70%) are rural dwellers, while many of the IDPs
live in temporary settlements located outside the town itself. In accordance with
a Presidential Decree in July 2004, some 17,000 of the rural settlement dwellers
(3,287 families) will be resettied using State Oil Funds by the end of 2009. IDPs
in the urban area remain a key social problem, as there are no immediate
plans to upgrade occupants to new accommodations. Therefore, the focus on
regional towns, including the activities related to assisting the IDPs, is timely and
important.

With regard to demographics, it is of interest to note that there is a more
balanced gender ratio within the local population (50.7% women vs.49.1% men)
than among the IDP population (52.8% women vs., 47.2% men). The qualitative
research among the IDPs indicated that many male heads of household have left
Barda in search of work in Baku/Sumgayit, and abroad (Russia and Turkey),
resulting in many de facto female-headed households.

Barda’s age structure (including IDPs) likely contributes to the particularly high
incidence of poverty in the municipality that appears to exist. As of May,
2005, only 37% of the population is between the ages of 15 and 49, constituting
most of the active labour force, while 24% are under 15 years of age. Two out of
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every five people (39%) are over 50 years of age, and many of these are elders
who live on a pension of 150,000 manats’, which is far below the poverty line of
194,000. As of May, 2005, the State Statlstics Committee reported that of the
55% of the local people who are recorded as working (mostly as farmers), 62,663
of them or 83% are categorized as non-wage earners. One key informant
estimated that unemployment may be as high as 90% in Barda. :

Employment and income

“ Unlike Mmgechewr and Sumgaytt which grew up as industrial centres Barda is

an agrlcultural region. In days past, Barda was one of the largest cotton
producers in the former Soviet Union, generating 125 tonnes annually. Today
production totals less one tenth of that. Most of the 19 factories and 8
construction offices have closed, postindependence, leaving 16,000
unemployed. Government is: no longer a major..employer. A. few people are
employed in the service sector and as teachers, nurses and doctors, and many
people work in the active grey market.. The Ministry of -Economic Development

- .reported that as of 2002, there were 72,200 working age persons, 69% of whom

were employed and 5% of whom were registered at the unemployment office.
Local authorities and key. informants place the actual unemployment rate at a
much higher level than the 31% indicated by the government fi gures

Today, although its activities are much reduced, Barda remains a wholesale
trading centre and agricultural region. The town appears to have some good
social energy and entrepreneurial spirit at work that would recommend it as a
place to be further considered for investment. The LEA representative cited the
recent creation of 1, ,700 new jObS in the areas of sand:and gravel, dairy products

' and services. It was noted that real opportunmes exist to revitalize the cotton and

other: factories-and to develop cotton-related: value-added mdustrles aswellas o
produce the whole export quota of wheat. allocated to Azerbauan Projects such

" as_ irrigation and. drainage projects are .required to .create favourable

production conditions, which would help not just to stimulate the rural, but
also the urban, economy. The importance of the rural-urban link in Barda, and
likely in many other secondary towns, cannot be overstated. Revitalization of the
rural economy will be a critical factor in creating wealth and employment for both
rural and urban dwellers. The issue of access to reasonable credits was a
frequently cited need in Barda, especially as related to terms that are suitable for
farmers.

Health, Education and Social Services

There are 16 hospitals and 48 medical clinics serving Barda. While doctors are in
adequate supply, the equipment in clinics and hospitals is generally inadequate.
An infectious disease centre was developed in.the city centre to address the
problems associated with the malaria and tuberculosis problems that arose as a
result of the influx of IDPs. A major problem is related to the high number of
invalids from the war and from work-related accidents.

The occupation of most of Barda's 73 schools is one of the most critical issues
facing the municipality. The Oxfam-created local NGO, ARAN, completed a
survey. of IDP school occupation in several cenires and found that “the most

" extreme situation is seen in the Barda region, where 75.4% of the schoois

74

State Statistics Committee, Barda Branch (2005).
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host refugees and IDPs.”® The school conditions that were observed by the
study team were certainly among the worst observed anywhere in the country,
with children studying in clapboard rooms adjacent to IDPs living behind
suspended bed sheets, in buildings without proper lighting, ventilation or
heating/cooling systems, and with observable pest infestations. Resolution of
this situation is critical.

Social Organization

Social capital and organization in Barda was observed to be relatively good
relative to the other study areas. Some 19 intemational and local NGOs have
been working in Barda over the past several years, and these have clearly helped
to build a solid base of community activity (see Annex C) Today there are a
number of block associations registered under the local municipality (developed
largely through the assistance of the ARAN and IFES organizations), and these
are assuming the role that the previous municipal government “Zheks” played. In
addition, there are several “Cluster” umbrella groups that have been organized to
bring together the different communities to undertake larger projects. These
organizations offer excellent potential with regard to providing support for, and
being part of, the ADB project. .

2. Mingechevir -
Demographics

In 2004 the official local resident population of Mingachevir was reported to be
97,165'°, with 56.6% of the population of working age. In addition to the local
residents, the State Statistics Committee reports an |DP/refugee population of
18,338 people”’ (representing almost 20% of the total population), although local
authorities estimate the IDP population to be significantly higher. Household size
in both populations is approximately 4.5. Out-migration has been common,
although today anecdotal evidence suggests the population has stabilized, as
those who were able to leave have already done so.

Demographically, it is of interest to note that there are many more adult women
than men among the IDPs (5,066 women - 59% of labour force - compared to
3,560 men - 41% of labour force), highlighting the presence of many female-
headed households, who are among the most vuinerable people in the
community. The elderly population in Mingachevir — including both local residents
and IDPs - is also considered to be a vuinerable group, particularly the growing
segment of “lonely elders®. Over 500 such persons are currently registered with
local Service Sector for Pensioners, of which 72% are women, 19% are invalids .
and 15% are IDPs.

~  Employment and Income

In 1988, six large enterprises were operating in Mingachevir, including 21
~industries, 16 construction companies and 19 trade and service companies.

7%

ARAN. Allocating Refugees/iDP at School Buildings Deprives Children from Education: A Siuation Analysis
(2003). p.7. :
Note: It should be noted that there are many discrepancies in the base data received from various sources, even
among the “official” data used by different govemment agencies, although efforts have been made to use the most
- reliable and commonly referred to numbers.
~ Note: Other figures report the real number to be much bhigher.
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-These employed some 28,500 people. Today only 16 of these are operatrng,

most well below capacity, employing 6,300. In- 1988, 42,400 persons were

. employed compared o approxrmately 20, 700 today, representrng some 40% of

the “working age” populatlon

Official data from the State Commitiee of Statistics indicates that there are only
1,663 persons registered as being “unemployed” and only 64 are officially
recorded as “receiving unemployment relief". Actual numbers are clearly much
higher, according to all of the key informants; informants estimate that at least
50% of the total population is unemployed. Most people report that they work at
casual labour'and in the grey market 16 generate income, and most families are

+ heavily reliant on govemiment pensions paid {0 elders, the handicapped, primary

school-age chlldren chrldren/wrdows of war vrctrms etc..

No munlcrpal -level statrstlcs regarding household incomeé levels were identified.
Descrlptrons of mcome levels by mtervrewed stakeholders mdrcated that all of the

......

discussions below). While many or most lrkely do it is also recognized that
‘ underrepomng is common, riotably due to the fact that most families are involved
. in'grey market activities. While the SPPRED identifies the IDPs as “the most

vulnerable group of the population™®, interviewed local residents often stated that

IDPs in fact are better off than many of them due to the fact that the IDPs are
receiving food aid payments (30,000 manats/person/month) and subsidies for
utilities. Access to credit is an issue for people in Mingachevir, who reported that
although some micro-credits may be available, the terms are not realistic for them
to take a risk. .

Health Educatlon and SOC]al Semces

There are ‘8" hosprtals in Mrngechevrr (1150 beds) and’ 15 clinics. Health
conditions amorig he IDPs and many local people are’very poor according to all
key -informants workrng in"the sector”’ Resprratory and infectious diseases are
common, due to the c¢onditions the" IDPs and rmany local people live under,
characterized by overcrowding, poor air quality, lack of heating in winter, poor
sanitation, etc.. Almost every family that was interviewed during the PSA included
chronically sick and/or handicapped- persons Most families reported that one of
the major problems they face in thelr fives is that they cannot afford to purchase
the medications they need.

Mingachevir-has 20 general eddcatio’n schools (18,540 students), 19 of which are

- occupied by IDPs. Stakeholders reported their satisfaction with the quality of
- teachers, but stressed the dire teaching conditions they, and the studeénts, faced

because of the occupation of schools by IDPs. The occupation of schools and-
kindergartens is one of the most serious and important |ssues as |dent|f|ed
by the stakeholders in Mingachevir.

Social Organiza'tion-"

Overall social capital has declined in the town, as reported by all of the
stakeholders. People generally reported that they have little trust in government
or other agencies, except for some of the NGOs that they are aware of, such as

~"World Vision and Save the Children. Most social interaction is contairied within

78

SPPRED, 2003, p.31.
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the family unit, which tends to be very strong out of necessity. Only a few
interviewees acknowledged that people in their buildings were organized, had
leaders and carried out activities together.

3. Sumgayit
Demographics

The total population of Sumgayit in 2005 is reported in some of the official
government statistics to be 357,107. This figure is reported to include
approximately 60,000 IDPs and. 30,000 refugees, who together are estimated to
comprise about 40% of the city’s population. The total numbers of IDPs are
reported by the Local Executive Authority to be “more, in reality, because many
who are living here are registered in other places™. While official figures indicate
that about 35% of all IDPs in Azerbaijan are in the Sumgayit/Baku area, various
key informants and focus group participants indicated that the actual proportion
may be 50% or greater, as so many heads of households and families have
migrated from the interior in search of JObS

Of the local population, “working age” people comprise 61% of the paopuiation,
children 32% and elders 7%. The birth rate has dropped almost 50% since 1990
(i.e., 6,500 children born in 1990 compared with 3,049 in 2003), while deaths
have increased 40% over the same period (i.e., 1,047 in 1990 to 1,400 in 2003).
The IDP population is “older’, comprised of 46% “working age” people, 32%
children and 21% elders, likely reflecting the departure of many working age
people in search of employment. The “lonely elders® among the IDP population
are a noteworthy group, as elders comprise such a large portion of this
population. Another particularly vulnerable group, as with Mingachevir and Barda,
are women heads of households with children. There are reporiedly 428 families
in Sumgayit whose heads of households were killed in the war.”

Employment and Income

Sumgayit was developed as an industrial city after WWII and many labourers
were brought in from all over Azerbaijan to work in the factories, each of which
employed 7,000 -10,000 employees. With the collapse of most of these,
unemployment has soared during the 1980s and 2000s. Many people travel to
nearby Baku to seek employment or work. Records of the local authorities
indicate that there are 197 state enterprises operating in Sumgayit and 1,403
private sector businesses, employing 37,932 and 12,659 persons respectively.
Only 847 people are officially registered as “unempioyed™ at the employment
centres, and 191 are receiving unemployment benefits. The city reports 54,600
persons as the “average annual number of economically employed persons™®,
which would place the employment rate at some 25% of the entire “working age”
population and unemployment at 75%. While no employment details were
identified for the local population, the local authorities did provide data on the
IDPs, indicating that 35% of them are employed, a figure refuted as “too high” by
IDPs in focus groups and household case study interviews.

Health, Education and Sociai Services

79
2005.

Interview with Sevindir Huseynov, Head, Sumgay‘ﬁ Cily Sector of State Committee for Refugees and IDPs, May 24,

Note: Statistics from the State Committ e of Statistics report ﬁgures much different from the local authorities’,
although key informants have stated that local { data should be considered more accurate.
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Sumgayit was reported to have 30 medical facilities including 7 hospitals, 5

~ clinics for children; séveral dispensaries -and 2 maternity hospitals. There are
some 5,000 staff and 1,200 doctors; 400 for each 100,000 population. A major
problem reported by the Chief Medical Officer at the Local Executive Committee
is that many of the IDPs are settled in hospital facilities and sanatoriums. While
medical care is officially free of charge, in reality people report they have to pay.
Many reported that a catastrophic illness will completely. destroy a household's
always tenuous financial balance.

Sumgayit-has 46 general educatlon schools that mclude 58,730 students. Many
. schools are .occupied by IDPs in Sumgaylt (695 households), and this is
consrdered one of the major issues’ requmng urgent attention’ by Iocal authorities.

Soclal Orgamzatlon
, Social caprta! and orgamzatron in Sumgayrt is not reported to be strong While
- there are some active block communities. and ‘leaders, most interviewed
stakeholders indicated that they know of no*such organlzatrons and that people
generally do'not work together; but rather tend to focus only on family activities
and. mcome generatlon

4. Summary

While an aﬁempt was' made to produce a summary table of demographrc data
for- the ' three communities, this “proved futile, given the discrepancies as
discussed in the text:above. Numbers provided by. the different levels of

. govérnment vary so wndely that they are meaningless'to compare. Barda

. appears to be the: commumty most strongly affected by the influx of IDPs with,
by the-most conservative estimates; somé 36% of the :total: population now
comprised of IDPs (compared with approximately 16% in Mingechevir and 13%

- in Sumgayit). This is reflected in the fact that aimost all'thé schools here are
occupied.

Employment is low in all communities, with unemployment likely over 50% in all
three locales, although people in Sumgaylt appear to have access to more

*" temporary émployrient and work in the'gréy economy due to their proximity to
Baku. The SPPRED has estimated that some 70% of IDPs are unemployed.
Social services-are taxed in all of the' areas

Noté on urbanlrural dimension of séttlement of IDPs: As noted in the
discussions pertaining to' Barda, as'many as haif the IDPS in that Rayon are
* living in the temporary Settlements outside the urban area. These people will be
_ the beneficiaries of new settlements/housing, as a result of the Presidential
' Decrée, by the end of 2009. The urban residénts in the three communities,
hiowever, aré not the focus’of this attention, ‘and: require partrcular attention. This
can 'be" provided through various means, including new - apartment units or
settlements, and/or, in the ¢ase of those residing in buildings: like dormitories, by

renovation/rehabilitation programmes Such initiatives are the focus of the SlI
and LIF.

9.5 Poverty Analysis and Pro;ect Contributions/Benefits

9.51 Povertyin Azerbauan
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Poverty is rampant in Azerbaijan as a result of the myriad of catastrophic events that
have occurred over the past 15 years. People are in poverty for many reasons,
including: loss of employment and lack of new opportunities for employment; the
several years of war and the resultant movements of large numbers of IDPs and
refugees into the towns and cities; iliness and disabilities; lack of capital and
investment in the country; lack of entrepreneurship ameng much of the population
following decades of communism; aging of the population; migration of productive
family members/abandonment of women and children; etc..

In 2001, a State Commission was established to prepare a State Programme on
Poverty Reductlon and Economic Development (SPPRED). By 2003 a three-year
programme®' was prepared. An absolute poverty line of 120,000 manats per person
per month ($25.80 U.S.) and a relative poverty line of 72,000 manats ($15.50 U.S))
were established, based on data from the 2001 Household Budget Survey (HBS)®.
Some of the main findings of the research were that:

e 49% of the population was living in poverty, with 17% in extreme poverty;
e poverty was greater in urban areas than rural areas (54% in large cities; 58% in
' towns; 42% in rural areas);

» the incidence of poverty was higher among IDPs, with some 63% of IDPs
living in poverty and 70% unemployed;

e education, once extremely effective, had deteriorated as a result of the
occupation of schools by IDPs, and economic decline;

+ health problems were a concem.

In 2003, the Government of Azerbaijan signed onto, and decided to align its poverty
reduction Goals with, the UN Millennium Declaration and its Goals. The State
Commission strengthened its efforts to compile and improve poverty monitoring
indicators. In 2005 a Progress Report (2003-2004) was issued, which notes that the
absolute poverty line has increased from 120,000 manats in 2001 to 194,000
(provisional) in 2004%. The main findings of the Progress Report (which acknowledges
that its main challenge is the lack of a strong statistical base) are as follows:

» Poverty decreased from 49% (based on the 2001 data cited above) to 44.7%
from in 2003 (2004 figures unavailable); ,

e The poverty level in urban areas was cited to be 44.1% and in rural areas to be
45.3%, indicating a decrease of some 11% in urban areas (from 2001) and an
increase in rural areas of about 3%, indicating a reversal of the situation in 2001
when urban populations were reported to be significantly more poor than rural
ones;

e IDPs are considered one of the most wvulnerable groups in the population
although accurate data is difficult to compile given the highly mobile nature of
the population. The report reiterates that “the lack of any permanent political
solution...has led to both desperation and apathy among this part of the
populatlcm”84 The majority of IDPs still live in hostels and non-residential
quarters, where they suffer from limited access to utility services; less than 50%

8 Republic of Azerbaijjan. State Programme on Poverty Reduction and Economic Development — SPPRED, (2003) p.7.

“Absolute poverty” is defined as the cost of minimum consumpiion basket, calculated on the basis of per capita
monthly minimum consumption norms; “Relative poverty” is defined as percentage of median of consumption
expenditure.

1M Republic of Azerbafjan. State Programme on Poverty Reduction and Economic Development (SPPRED) Progress
Report 2003/2004 (Baku, 2005) p.32.

8 Ibid. p.50.
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have access to piped water (Barda is cited as being the most dissatisfied IDP
population as far as water is-concemned) ;

e Women’s level of poverty is slightly higher than men's (44.9%: compared to
44.4%). At the same time, the data indicates that héuseholds with a female
household head have a poverty incidénce of only 29.5% compared with 40.3%
of male headed households [Note: This data may reflect the modest share of
female headed households in the household budget survey sariple (19. 4%)]1;

¢ The highest poverty level is in the 0-15 age group, pointing to the vuinerability
~ of! chrldren

+ Large families are more at rrsk of poverty (67% for famllles with -6 or more
; persons 13.6% for families with 2 persons)

‘ e A hlgher than average level of poverty (46. 1%) for the 30-39 age group is also
: of concern, since thrs group lS consrdered the most active group of the able
bodied population®;

o Higher levels of education of the household heads correlates with lower poverty
levels (29.6% where head has secondary education, compared wrth 45% for
- those with lowerthan secondary education; |

e There has been net emigration from the countrysi‘de'to the towns as many rural
residents see better access to temporary employment there.

The report addresses the poverty gap (r 6., how far below the poverty line that the
poorest people are). The poverty’rga(p for the ‘absolute poverty lrne for 2003 is 0.088,

: mdrcatlng ‘that the average cons mptron expendrture of the poor populatron is 9.8%
less than poverty line.’ Thrs ‘shows that éven if the" overall 'overty level is relattvely
high (44: 7%), the poverty - gap is relatrvely small. The much lower level of extreme
poverty (9. 6%) is due to’'the fact that' many of the poor aré llvmg close to the national
poverty line.

Poverty incidence among IDPs appears to be decreasing, declining from a 2001 rate
of 3% to 50.3% in 2003, although once agaln itis recognlzed that the data may be
unrelrable

'The average monthly wage of an'employed person in Azerbauan was 373,835 in
2003, and the household budget survey for 2003 indicates that some 40% of urban
households incomes is derived from wage employment. The minimum wage
increased greatly, from. 27, 00 to 125 000 in January 2005, equal to the extreme
poverty line® :

Another lmportant contrrbutlon to the analysns of poverty in Azerbauan has been a
recently published Food :Security and Nuitrition .Survey by the World Food Programme -
(WFP)®, which focuses on rural areas. Among their findings are several that support
the fi ndrngs of the present PSA research related to, for example, the growing
numbers of female-headed households (nearly 20% ‘sampled IDP households were
headed by women in the WFP' survey) and the rapid aging of the population (one

& tbid. p.33.
o Ibid. p.35.
o Ibid, p. 39.

e World Food Programme. Food Security and Nutrition Survey (Feb., 2005),
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third of their households reported a household head over the age of 60). .Forty per:
cent of the households had a chronically ill person, and at least half of these were
reported to be heads of households. Over 20% had at least one member who was
disabled, one-third of them being heads of households. Malnutrition was also found
to be a serious issue, suffered not only by IDPs but by many local residents who do
not receive food aid.

While IDPs are certainly one of the most vulnerable groups, as discussed throughout
this report, it is also clear that the line between IDPs and local residents as far as
poverty and vulnerability are concemed has blurred to a very large degree and the
population as a whole can be considered as largely vulnerable -

9.5.2 Poverty in Sll Study Areas

As noted above, there is no reliable, up-to-date statistical data related to employment,
income levels, or poverty levels for the three study area municipalities. Therefore,
poverty at the town level can only be discussed in relation to the state government
(SPPRED) figures (which also need to be viewed with some caution), various other
reports such as prepared by the World Bank (based on the same types of data as the
SPPRED) and with regard to anecdotal information derived during the present study,
as summarized above. ' '

The lack of specific figures for each municipality may not-be a major issue in this
regard as while there are a few regional differences that can be identified based on
both reported and new anecdotal information. As reported here, the SPPRED
indicates that there are not a lot of marked regional differences and that “poverty
appears to spread quite broadly over the country”™. The reports of the World
Bank concur, noting: “The data so far do not allow strong conclusions to be made
about differences in living standards across different regions of the country.
These require further monitoring”*.”

in support of the ADB project, however, it can be noted that the SPPRED has also
acknowledged that “poverty in towns is slightly worse than in larger cities” (58%
and 54% respectively, based on the 2001 household budget survey data), and worse
than in rural areas (46%)”. Assuming a 4% decrease in these numbers, in
accordance with the overall 2003 figures cited above; poverty in the towns can be
estimated at 54%. This high figure is in concert with the anecdotal evidence derived
during the study, where by most interviewees indicated that they could not pay their
basic expenses at the end of each month. The project, with its focus on the towns,
is thus well positioned to target poverty where it is most common.

In addition to the high poverty level associated with basic expenses outstripping
income levels, access to basic services also needs to be considered in any discussion
of poverty. In this context, the beneficiaries under discussion here are similar in all
three towns. Almost all have access to basic necessities, including piped water (often

communal), electricity (subsidized for IDPs) and telephones. With regard to ownership

of assets, while local residents almost all own their apartments, IDPs are not permitted

to own such property as they are officially supposed to be “going home” once their

occupied territories are reclaimed. As such, assets of IDPs are very limited. Virtually all
households (IDPs and locals) that were visited have television sets, regardless of their
level of poverty, which are considered mandatory by people as their only source of

89
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SPPRED repor, 2003, p. 27.
Worid Bank, 2003, Poverty Reduction Report, ES P. 7,
thid, p. 23
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- entertainment and information. Cooking appliances are minimal among the IDPs, who
cook on hot plates-and rarely have refrigeration.

9.5.3 Beneficiaries, Benefits and Contributions to Poverty Reduction

The beneficiaries of the project include: the very vulnerable IDP populations living in
occupied schools (who will receive new housing units); presently affected students and

. future generations of students (who will be able to study in the rehabilitated facilities);
the local authorities (which will be strengthened through direct participate in the project
and other capacity-building efforts); and the -residents within the broader community
(who will benefit from improved education:and health of children, improved quality of
life and living conditions in project areas, community and infrastructural improvements
possible under the LIF, and employment creation, among others.) The benefits that
will be accrued to the various types of stakeholders are summarlzed ina Table in
Section 9.6.3 below. ,

Targeting poverty in-the study areas was not a difficult process, given its prevalence
among the population at large and particularly among the IDPs. Projects that address
relocation of IDPs-from any public buildingsare clearly desirable and necessary, and
there is a very long list of possible project sites, any of which will be beneficial. The
IDPs in the occupied schools are clearly among the most vuinerable populations in the
country, living in extremely poor conditions and generally well below the poverty line,
according to the qualitative interviews that 'were carried out. Targetinig these locations,
identifying school residénts as project beneficiaries and selécting this project typology

* (i.e., school reclamation) as a top priority for the ADB projectwas a clear choice, based
on the vulnerability/poverty level that eXIsts and the: expressed desires and pnormes of

- the rangeof stakeholders :

: The»Sll%'«:project;WIll -contribute to poverty reduction in several.ways., ‘It;;w.ill direcﬂy
benefit some 814 IDP households (3500-4000 persons) living: in secondary schools,
who are virtually all living in poverty and in some of the worst conditions in the country.
The ‘project will provide them: with vastly improved living conditions (housing and
infrastructure) and quality of life, and allow them the basic human dignity they do not
have under their current conditions. This will permit them to function as more
productive members of society. At present, many of the IDPs people in the schools are
living under such long-term stress that they are not able to take action to better their
own situations, and have largely given up hope for a better life. The project will ensure
access to services;notably with regard to improved education. The project will be
affordable, imposing.no additional costs for the beneficiaries. The project will establish
targets to employ the poor, and address inequalities (e.g., provide for women’s rights
with regard to occupancy of new units). The project will include training and lead fo

: empowerment of local communities. :

While not amenabie to direct quantifi catlon and monitoring, it is certalnly clear that the
project will result in improved health for all of the beneficiaries (targeted IDPs and
students), and that this will be a major positive impact associated with: the project.
Health will be improved through: provision of improved water and sanitation in new
buildings and restored schools; reduction of overcrowded conditions; improved
ventilation and heating; proper kitchen facilities. Health benefits will particularly accrue

" to those among the target population who are the most vulnerable, such as the elderly
and disabled, whe are more prone than others to diseases and have less financial
capacity to deal with medical costs. Young children will also strongly benefit, as they
are also more prone to the infectious and respiratory illnesses that are common.
Women will also particularly benefit from improved health conditions, as they are the
ones who are most responsible for dealing with family health issues.
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The project benefits will accrue not only to the direct beneficiaries but also serve fo
reduce stress on the medical facilities and services. Infectious and respiratory
diseases are very common among the IDP residents of the schools and the student
population as a result of the overcrowded conditions, poor air quality and lack of
ventilation, poor sanitation, poor heating, etc. that characterize their situation. A very
important benefit that will be realized as a result of the Sl project will be the cost
savings associated with improved health conditions. As noted above, medical
expenses are one of the very most difficult problems faced by the most vulnerable
people.

The newly constructed housing will develop the new areas of the towns, including
present uninhabited sites, damaged by uncompleted constructions. Proposed
infrastructure solutions (e.g. use of septic tanks, metering) are consistent with overall
sector development strategies in the country. It is expected, that the new housing will
facilitate further development of public transport services, trade and new green areas
(mainly fruit trees). The projects will not use any hazardous construction materials and
environmentally unfriendly technologies. All potential negative impacts due to site
location, design, construction, and operation stages will be mitigated accordingly (for
more details see Annex. Summary anticipated negative environmental impacts). .

In addition to the health problems associated with the current conditions, safety is also
an issue. The targeted buildings are generally in very poor condition and present many
hazards to residents and students, including flooded basements, pest infestations and
many fire hazards related to poor electrical systems, etc..

Improved education is obviously a major positive impact associated with the project.
Several thousand students will benefit from the project, not only in the immediate
future but for many years to come, providing improved chances for young people to
- createffind employment. The importance of this aspect of the project cannot be
overstated. ‘

Employment and income benefits will also-be realized as a result of the project.
Capital investment in the SlI will be approximately US$9 million. it can be assumed that
approximately 30% ($2.7 million) of this will represent direct labour costs, which
translates to some 36,000 person-months (or 3,000 person years) of wages for project
construction (based on average monthly wage of 373,835 manats (approximately $75)
in 2003). An economic multiplier of 1.25 — 1.4 can be assumed with regard to indirect
and induced employment creation. Variations will depend on each community’s ability
to provide its own inputs and the extent to which leakage outside the community
occurs. With regard to the balance of $6.3 million for materials, it is assumed that there
will be 100% local procurement of 75-80% local matenial. A 30% labour input is
assumed here, resulting in creation of an additional $1.9 million in direct wages (25,333
person months or 2,111 person years), as well as indirect job creation.

Other benefits will also accrue as a result of the project, as described in other report
sections addressing economic aspects of the project.

it is suggested that of the total employment to be generated, 40% of skilled and
unskilled jobs should be targeted towards the poor, with as many jobs as
possible directed to women (assuming that they express interest and as appropriate
within the context of the Muslim society). Realization of such a target would result in
over $1 million in salary to the poor and women and the three communities during
construction phases alone. To ensure that these types of benefits will accrue to the
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poor and women, specn" ic pollcy measures will need {o be adopted and applied, as

follows:

1. Preference will be given to local firms when hiring construction contractors and
other workers; L

2. Awareness-building and education will be delivered to selected firms to instil in
them the need to provide' maximum benefits t6 the poor and women;

3. Proac’uve measures, such as employment targets, will be establlshed

Implementation of specific employment pohmes such as these w:ll ensure that the
vulnerable populatlons can reahze dlrect benef ts from the prOJect

in addition to employment several other mdtrect beneﬁts wnll ‘accrue to the three
‘municipal areas as-a result of the' Sl project with regard to the educational
improvements, strerigthening” of the Jocal authorities through associated capacity-
building initiatives, associated infrastructural improvements, creation of employment
opportunities and promotion of new economic development and investment.

With respect to the LIF project, this will also tesult in many positive benefits to the
local communities- at large. The facility will permit local groups to develop and
implement a wide variety of smaller-scale projects such as building rehabilitation,
infrastructure repairs, improvements to health and' educational facilities, development
of community facilities such as elder's houses, youth centres, etc.. All siich initiatives
will improve the overall quality of life for IDPs and local people They ‘will contribute to
poverty reduction by creating’conditions for péople to be more, productive, energetic,
cooperative and hopeful for a better future, and through creatlon of employment of
many types (depending on’ projects selected for implementation). The process will also
contnbute to capacdy—bunldmg and empowerment at the IocaI level. :

9.5.4 Contribution of Project‘ to Millennium Development Targets (MDGs)
The projéct will coniribute to the country’s MDG targets as follows:

Goal 1: Eradicate Extreme Poverty: Project will help to reduce extreme poverty by
movmg IDPs to I|veable accommodatlons

" Goal 2: Achieve universal primary education: Project will contribute. immensely to
educational improvements by vacatmg the schools of IDPs and refurblshlng them for
educational use; ;

Goal 3: Promote Gender Equality: Project will assist large numbers of female-headed
households to acquire new housing, and include a Gender Eqwty Plan to ensure
women are involved in project at all stages; -

Goals 4.,5,6: - Reduce Child Mortality, Improve Matemal Health and Combat Disease:
Project will provide improved health conditions for mothers, chlldren ‘and others among
targeted populatlon

Goal 7: Ensure Environmental Sustainability: The project wxll be carried out in
accordance with national and ADB-accepted standards.

9.6 Needs Assessment; Project Typology |dentiﬁc-étion and Specific Sub-Project
Selection -
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9.6.1 Issues and Priority Needs of Stakeholders

The main issues identified by both IDPs/other vulnerable populations and other
stakeholders throughout the study area municipalities included the following:

e lack of employment and widespread poverty among a high percentage of the
population;

e Extremely poor housing conditions, and associated basic infrastructure, as the
predominant apartment/dormitory complexes where most town residents live
have deteriorated over the past 15 years due to complete lack of maintenance;

" Occupation of public buildings by IDPs and subsequent deterioration of these
facilities;

Lack of tenure and viable assets that can be used to activate capital;

. Lack of entrepreneurship among much of the population;

Lack of suitable credits;

Fragile social capital/cohesion/leadership/trust; and

Presence of many aged people, and people with illnesses and disabilities,

especially among the IDP popuilation.

9.6.2 Project Typologies

Base on the identified issues/needs of the stakeholders, the goals/objectives/policies of
the various government levels, the consultants’ first-hand research and professional
experience, and the scope of allowable projects within the ADB’s “Social Infrastructure
for IDPs and Vulnerable Populations™ project, the following prlormes for action/project
typologies were identified:

» School reclamation: Provision of improved accommodatlons for some. of the
- worst-off IDPs, and reclamation of key public buildings, were widely considered
to be top priority needs by the stakeholders, local authorities, and the consulting
team, as well as by state officials; :

» Development of Municipal infrastructure: = In order to strengthen
municipalities and their ability to provide basic services to their constituents,
many improvements are required to water, sanitation, energy and transportation
sectors. These needs, while not always directly expressed by local individuals
as their priorities (which focused strongly on needs related to their day-to-day
existence, such as better shelter and employment) are emphasized by local
LEAs and baladiiyas and are clearly important;

¢ Rehabilitation of apartment and dormitory buildings: Along with
employment creation, improvement of living conditions in buildings is the main
need expressed by the both local residents and IDPs. This type of project offers
many benefits related to: reducing poverty and contributing to economic
development (by providing an environment that allows people to live with dignity
and good health); improving conditions for both IDP and local populations, as
many live together in apartment complexes; filling gaps in social infrastructure
provision; building local capacity; improving the day-to-lives of women by
providing proper cooking facilities and washrooms; etc.

¢ Provision of community facilities: A number of community-based initiatives
are needed, including: open spacefrecreational developments; community
centres for meetings/weddings/funerals; elders facilities; youth centres. At
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present, these types of facmtles are completely lacking for IDPs and most of the

local residents.

9.6.3 Sll Projects Areas, Beneficiaries and Impacts

The process related to selection of sub-projects. (i.e., selection of specific school s;tes
etc.) is described in previous sections. Table 9-1 below presents a summary of the
numbers of people affected. Table 9-2 summarizes key social issues that can be
addressed under the project.

B Table 9-1: Scope of Sl
Town Building | No. of IDP -No. of schools No. of new
Site No. | families re- now inhabited by | buildings on the
' housed the IDPs.. . . Site.
Barda No. 2 228 ' 6 schools 4
: No. 6 168 . 2 schools 3
Mingachevir | No.-3 300 10 schools 5
Sumgayit: - No. 3 118 18 schools 2
Totals 814 36 14

Table 9-2: Spéial Issues and Project Design

Social Issues Addressed
by Pro]ect

~1.0ccupation of
schools/public buildings by
IDPs and refugee§

. 2.W|despread poverty

B.Massive unemployment

4.Low social capital and
weak local government

' Outcomes/impacts/Béneficiaries

Project Design Solutions and

Impacts

Reclamation of several
schools

sl project will relocate some

’ Benef‘i‘ci‘ary

Stakeholders

¢ Sl households

» Thousands of students

814 {DP families fo new
housing; will improve their -
living conditions, health, etc.,
creatmg conditiohs for them
to be productive members of

SOCi ety,

LIF programme Wwill provide

- many opportunltles for small-
scale projects by local
community groups,

e Pro;ect constructlon will result
in the creation of several

hundred jobs during
constriction arid operations
associated with the project

A strong participatory process

has been included -

. 814 households will

have improved living
conditions providing
conditions that can

~ lead to alleviation of

poveérty

o Local workers

e - Local groups and

organizations; local
150

Government of Azérba’ijan—ADB '

Blackstone Corporation




Final Report December 2005 ' Azerbaijan Social Infrastructure

capacity throughout the project government
preparation process, to
respond to local needs and
build ownership of the
project, and this will continue
through design,
implementation, and
monitoring & evaluation
phases; the LIF has been
designed specifically to
stimulate community groups
to come together to
implement local projects;
capacity-building of local
authorities and community
groups forms a major activity
funded by the project

» Capacity building initiatives
will improve capacity of local
authorities to manage
municipal affairs, attract
investment and create
employment, among others.

5. Poor social infrastructure o The project will address . Local community at
conditions (e.g., water and several social infrastructure large

sanitation conditions; health needs in the 3 towns,

and education deficiencies; including: the SiI, which will

few community and meeting relocate IDPs from schools

facilities; few recreational and reclaim the facilities for

facilities; etc.) educational use; and the

LIF, established to support.
small-scale investments
initiated by community
groups in partnership with
focal officials; etc.

6. Poor conditions of . The LIF programme will . Communities in

apartment and dormitory aliow communities to apply substandard buildings
buildings, common areas for projects to improve
and public areas buildings conditions (e.g., -

roof repairs; sanitation;
water supply; public space
improvements; etc.);

As noted earlier, no negative socio-economic impacts associated with the project have
been identified. :

9.7 Participatory Processes
8.71  Stakeholder Development and Participation

A highly participatory process has been employed throughout the PSA and other
project preparation tasks. A stakeholder identification and analysis process was
carried out to identify all of the key players, with results as' summarized above, and
stakeholder development has been on-going throughout the project preparation
process by way of an intensive, iterative consultation process over a period of four -
months with hundreds of individuals and agencies. The participatory process has
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resulted in identification of needs, as noted above, which have formed the basis for
project selection and design. The issues discussed have included: needs; project
development priorities; poverty, gender; involvement and information provision
preferences; alternatives and benefits. '

The beneficiaries of the project will be directly involved in the. design and
implementation of the project, and will be consulted throughout all phases.

The LIF has been directly desrgned o be commumty-dnven in its entirety, as described
in Section 6.

The highly participatory approach that ‘has characterized the project preparation
phases will be continued during pro;ect design and implementation, and during
monitoring and evaluation (sée Section 11), through iterative meetings with the key
participants/ beneficiaries, govemment representatrves NGOs and community groups.

9.7.2 Absorptive Capacity

" The project beneficiaries cuirently living within the targeted school facilities are living
under the harshest of conditions and .are clearly in need of, and desirous of, new
housing. While living under. condrtrons of extreme duress, their demonstrated
innovativeness and adaptabllrty has been remarkable. They have had to develop ways
1o live in massrvely overcrowded conditions, dividing hvrng spaces into Jincreasingly
small spaces to accommodate othiers, establishing,, kitchens in haltways and doing
laundry and washing chlldren n,’dank baseitients. As such, they are consrdered to have
an enormous absorptlve capacity for change and are clearly receptive to new
housing. As has been demonstrated by the results of the - Norwegian aid agency
building rehabilitation pro;ects even burldrngs that have undergone simple renovations
(e.g., painting, roofing, new. kitchens.and washrooms) are being well maintained by the
local population, who repeatediy expressed their satisfaction with, and gratefulness for,
the new facilities.  Building ~-mainteénance commitices and/or other types of
organizations will be recomimended for the new housing facilities, to establish long-term
sustainability and upkeep of common areas, and the beneficiaries have expressed their
desire to be fully involved in such activities.

Wrth regard to the LIF, major effort will be made to develop capacrty at the local
community level to allow/encourage people to participate in the project:

9.8  Gender Analysis

The PSA study has shown that both women and men count among the most vulnerable
people in the study area municipalities. Both sexes struggle to meet the needs of a
family under the trying living conditions that exist today in Azerbaijan, particularly in the
secondary towns where employment opportunities are most scarce and supplementary
agricultural activities that can aid subsistence are not readily available. At'the same
time, there is evidence that many women are particularly vulnerable when they are
household heads, as a result of losing their male household members to war, their
somewhat lower access to employment and, increasingly, abandonment by their
spouses. It is also true that most.of the “lonely elders” are women, and that these are
among the very poorest and most vuinerable people.

- The govemment of Azerbaijan has, since the-1990s, been: maklng concerted efforis to
mtegrate gender concerns into all its activities and policies. The 2005 SPPRED
document notes that work is now beginning on identifying the Key gender issues, as
part of the process to discuss the Millennium Development Goals, the country’s new
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National Plan of Action on Women’s Issues and the ADB’s on-going Country Gender
Assessment being carried out with the State Committee on Women'’s Issues (SCWI).
Under the constitution of the country “men and women” enjoy equal rights. While the
major laws reflect these rights, in practice they are not always applied, partly due to

lack of capacity and gender awareness. ‘

Gender analysis and measurements of equality are “challenging without more
adequate and reliable sex-disaggregated statistics”, however, as noted in the
SPPRED, “qualitative indicators are as important as quantitative data™?. UNDP is
currently carrying out a survey, with results due.in 2005.

There is little data specifically related to the link between poverty and women. The
household budget survey resulis give no clear indication of a gender dimension to
poverty™®, and the SPPRED reports poverty incidence at 44.4% for men and 44.9% for
women® . In terms of employment, the Labour Force Survey has indicated that in urban
areas 53.8% of women are economlcaliy active” compared with 80.6% of men. Of
these, the employment rate is 82.7% for women and 87.8% for men and
(unemployment at 17.3% and 9.2% respectively). Some information suggests that
wage levels for females are much behind the levels for men (e.g., females’ wages as a
% of males’ wages: chemical industry: 70.1%; air transport: 60.3%; communications:
84.8%; health and social sector: 54.5%,; education: 72%). “Thus, while there is
currently no clear evidence that women have a higher income poverty risk than men in
Azerbaijan, there is evidence that they are more disadvantaged in the labour market™.
Some 46% of urban women are reported to be economically inactive, reflecting their
traditional roles in the home. IDP women, in particular, appear to stay at home.

With regard to education, the 1999 population census indicates that the literacy rate of
the country is very high, at 99.8% (99.5% among men and 99.2% among women.

Higher education is more common among males, who comprise about 54% of students
in colleges. With regard to health issues, urban maternal mortality rates have been
rapidly decreasing, dropping from 34.2 in 2001 to 15.7 in 2003. Children born out of
wedlock have increased three-fold since 1990, due to increasing numbers of early (and
therefore unregistered under the law) marriages. Stress is one of the most common
problems facing poor women, especially the IDPs. Many women noted their regret at
“waking up every day” and are under such duress that they are suicidal. Violence
against women is not well reporied and figures are not available, although the
SPPRED cites one survey that estimates that 20% of women have suffered physical
abuse and 10% have suffered sexual abuse®. :

A major consideration in terms of the present project is the fact that women are
perhaps the most adversely affected by the extremely difficult physical living
conditions faced by the poor. Many of the IDPs are living in places that were not
meant for human habitation. Most of these women are unemployed/economically
inactive and spend virtually all of their time in one small room occupied by several other
people. They are cooking meals in makeshift “kitchens” in hallways, looking after
children (who have nowhere to play but hallways and barren dirt fields), fetching water
from yard taps to wash clothes and prepare baths, and very often tending to sick and
elderly relatives. The SPPRED has noted that some 40,000 IDP women suffer from
various diseases and disease incidence is increasing among children due to the poor
living conditions and lack of access to clean drinking water.

s2 SPPRED, 2005, p. 61. |

s SPPRED, 2003, p. 27.
.l SPPRED, 2005, p.33.
o Ibid

96 bid n.67.
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A major problem of direct relevance to the project, and an issue frequently noted by
interviewed women, is that because of the conditions in the occupied public buildings
and dormitories they are often expectéd to-share common toilet facilities with men. As
Muslim women, they find this deeply humiliating. Men also commented on this situation -
as one that is completely distressing. '

It was also reported by gender ‘experts in Azerbaijan that wdmen-hea'ded households

.are continuing to increase in number as men depart to look for work in Russia or

elsewhere, often abandoning their families completely. Observations within the target
buildings indicated that they are occupied during the day almost exclusively by women,

- children- and "elders, -while meén -and youths are out looking for day labour. The

International Organization for Migration (IOM) has also recently reported that there is,
at the same time, ‘a “feminization of ‘irregular mlgratlon ; and that women are
increasingly at risk from trafficking activities as their eéconomic sntuatlons deteriorate,
although no exact numbers are’ avallable

~ While Azerbaijan, as a Mushm socnety is hlghly patnarchal and patrilocal (i.e., women
'who marry generally move into thé home of their husband-and his parents), the field

résearch indicated that women today are also often acting as buﬂdlng leaders and are
respected for getting things done'in the’ community. Intérviewed women also noted that
they get together and organize themselves to carry out rhany tasks related to the

*-common areas in their buildings, suchas cleaning the washrooms and haliways. These

individuals/groups ‘will be sought out and included in project’ actlvlpes to build on and
strengthen existing social' capital and 'ericourage women's participation in as many
aspects of the pro;ect as possnble

Given thelr precarlous sltuatlon ‘the SII pro_|ect will offer partlcularly significant

benefits to the womeén and'childréen béneficiaries: ' A§ bunldmg residents who spend
most of their'time in the*home, they will parhcu]arly benefit from'the improved. housing
conditions: that' will- include pipéd-indoor water supply and:individual ‘kitchens and

- washrooms within their owri living quarters. The improvertients will markedly reduce the

time they need to spend hauling Water from yard taps and doing household cleaning
tasks. If communéltoilet facilities are to be provided 'in any new of rénovatéd buildings,
separate facilities for men and women will be providéd. Communal areas for women's
activities will be ‘included in building- plans, including meeting spaces and
washing/laundry areas; which will allow women opportumtles to work together and
socialize.

As the caretakers of the famlly, womeni will also benéfit enormously ‘with regard to the
health benefits that will accrue as a restilt of the Sli pro;ect(s) as d:scussed above and
will'be able to enjoy hlgher levels of productivity. o

9.9.1  Gender Action Plan

The Sl and the LIF involve social infrastructure investment (the LIF at a smaller scale),
implementation and management and capacity building activities. Each of these has
been described in" earier report sections.. While it 'is recognized that most of the
construction employment will, -realistically speaking, accrue to men, ‘opportiinities for
women (e.g., overseer and coordination positions; office ‘positions; monitoring and
evaluation; etc.) will be evaluated and directly promoted as described above.
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Preject designers and implementers will ensure that women will be directly included in
all consultations related to development of the project, to ensure their needs are
addressed. If women are not participants in public meetings, etc., separate meetings
for them will be provided. Women will be directly mobilized and trained to play an
active role in any and all organizations that are established with regard to operations
and maintenance activities associated with the project. As noted above, some women
are emerging as block leaders, and these should be specifically identified and targeted
as participants in, for example, building maintenance organizations. Women will also
be able to contribute strongly in areas such as education and awareness-building
regarding hygiene and health, to ensure the new facilities are well-maintained for long-
term sustainability.

While tenure will likely not be given to residents of the new buildings, at least not
initially, it will be ensured that whatever rights of occupancyftenancy that are assigned
o the apartment units will be fully considerate of women’s rights and ensure complete
equality. This issue will need to be addressed more fully as project design progresses.

With regard to the LIF project, inclusion is a key tenet of the programme, and women -
will be required to comprise a significant part of the community groups that will benefit. -

The following table presents a summary of the Gender Action Plan that is proposed:

Table 9-3: Gender Action Plan
1. Sl Activities ~ Actions Proposed
Social Infrastructure for IDPs (Sll)

Relocation of IDPs from schools; construction ~ Participatory process to identify needs,
of new medium-density multi-unit dwellings; projects, and sites including both women and
rehabilitation of schools men; ) ‘

« Use of gender disaggregated data wherever
possiblefavailable;

e Qualified females will have equal access to
training and employment under the project;

« Specific considerations for women and girs
{(e.g., separate school and housing toilet
facilities) will be included in designs/plans;

» Tenure/occupation rights regarding new
housing units needs 1o be specifically
addressed to ensure women's rights are .
protected;

e Female headed households will be treated the
same as male-headed households, receiving
equal accommodations, compensations, etc.;

¢ Common spaces will be designed with the
specific needs of women in mind (e.g., water
collection points; washing facilities/rooms;
meetings areas; etc.) '

Implementation and Management

Management of projects ¢ Women will be equally considered with men
for any and all management and project
implementation work;

* Women consultants and ADB/government
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staff should be engaged in project activities
- (consultations; design; assessments; etc.);
° Pro;ect benefits and impacts will be monitored
- and evaluated through gender-disaggregated
data. Survey respondents will include both
_ men and women; ‘
Capacity ‘Buildfing
Training : for local government, and commumty
groups,-NGO, ete.

Training open to women and men equally;

e Tramlng materials wm be sensntlve to gender
issues;

¢ Awareness-building- and: consultation
programmes should be directed 50% towards
women, using gender, disaggregated groups
as. reqmred to ensure women can participate
fully;

¢ Community. groups trained ‘should be
comprised of at least 50% women.

2. Local lmtlatwes Facnhty Actlvmes

Facmty for sma!l—sca!e commumty Women/women’s groups\ will be encouraged

developments to enable groups fo .carry, out.. to_participate in application processes, and
high priority social infrastructure” projects ‘ prOJects directed at women's groups will be
through demand driven process™ given particular attention;

e Women Wwill be required to " be part of
communlty groups that apply for assistance
under the' faccl:ty .

9.9 Social Safeguard Issues

The study process has involved assessment of a number of social safeguard issues
and “established that no safeguards will be triggered as a resuit of the project, as
described below.

9.9.1 ' Resettlement

~ No involuntary resettlement is planned as part of the SIi. It is specifically targeted at

~ IDPs who were provided temporarily shelter in public buildings and elsewhere until they

~ could return home, or until better solutions for their shelter needs could be provided.

Their relocation assumes voluntary movement to new accommodations. As there are

'so many school facilities in' néed of reclamation and so many IDPs in clear need who

: urgently desire relocatlon any groups who do not unanimously agree to move can be

excluded from the project. Land acquisition from local residents, businesses, etc., will

-not ‘be required -as all of the necessary land for the new construction is under the
ownership of the municipalities and the other levels of government.

With regard to the LIF, d@ Resettlement Framework has been prepared (as included in
this report) to address any lnvoluntary resettlement issues that may emerge with regard
to proposals/projects that arise during its implementation. It is suggested that this issue
should be discussed further as the ADB project proceeds/expands. Given the project
typologies and relatively small size of the LIF projects, it may be preferable to simply
exclude proposals that would involve resettlement rather than expend extensive time
and funds on this issue.
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8.9.2 Ethnic Minorities/Indigenous Peoples

Azerbaijan is one of the most ethnically homogenous of the former Soviet republics,
with over 90% of the population Azerbaijani. Some 2% of the population is Dagestani,
1.8% Russian and 1.5% Armenian.

There are no ethnic minorities or indigenous peoples who will be negatively affected by
the project.

9.9.3 Affordability

For their day-to-day survival, IDPs currently depend on assistance from government
and humanitarian organisations. Humanitarian assistance over the years has been
decreasing. Currently some 212,000 are provided with food assistance of 4-5 kg, as
‘opposed to the 20kg they received in years past. The main source of livelihood for
most families is the state assistance in the form of a monthly cash subsidy of AzM
30,000 ($6) per person™. Prior to 2001, IDPs were exempted from utility service
payments, including electricity, gas, water waste collection and telephone. By a
Decree dated December 26, 2001, the govemment withdrew these and instead
decided to provide direct monthly compensation to the utility service organisations at
a fixed price of AzM15,000/person. This does not apply equally among IDPs, as
depending on the place settled some do not have access to alf services.

The affordability levels IDP households can safely be assumed to be nil. The project
does not envisage any contribution, in cash or kind. The maintenance of the buildings
constructed under the Sll project will be maintained by the SCRI from state budgetary
resources. Community awareness programmes, working with Mahala Committees,
will encourage patrticipating households to take upon themselves the maintenance of
common area and services.

9.10 Project Performance Monitoring and Evaluation -

A participatory approach has been taken throughout the project preparation, as
described throughout this report, and on-going participation and consuitation is to be
continued during implementation and future phases of the PPTA. A highly
pariicipatory Monitoring and Evaluation Pian has been prepared as described in a
iater report section.

NOTE: See Annex X for Summary “Poverty Reduction and Socral Strategy”
(PRSS) required by ADB. :

8 The order of the President issued in December 2004, the subsidy was increased form AzM?25,000 to AzM 30,000. '
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10.0 Project Cost and Financing Plan

The Sl is estimated to cost $12.70 million, including infrastructure investments,
institutional and management, and capacity-building measures.” The SIRT and LIF are
budgeted at an additional $36.60 million. 1t is proposed that ADB will finance $36.25
million, or 73.5% of the total Project cost. :

10.1 Social Infrasfructure of IDPs and Vulnerable Populations (SlI)
10.1.1 Cost

The cost for the Sll is estimated at $12.70 million equivalent. The foreign exchange cost
is estimated at $2.970 million, or about 23.4% of the total cost, including $0.268 million
for interest charge. The'local currency cost is estimated at $10.730 million equivalent, or
about76.6% of the total cost, including duties and taxes of about $1.213 milliori. Table
10-1 summarises the estimated project costs. : ‘

Table 10-1: Cost Estimates - Social Infrastructure for IDPs
e : ‘ ($.million) -
Activity | ) N E:éi'g:gg ('—;foe'n oy [Total Cost Percent
A. |Base Cost® ‘ '
Social Infrastructure - ‘ o - 1.789 ... 6501 | - 8.290 76.5
Capacity Building and Institutional i ‘
Strengthening 0120 | 0080 | 0200 | 18
|Implementation Assistance | I T e
1. Consulting Services B 1 0347 | 0348 |7 0695 | 6.4
2. Incremental Administration 0110 | 0332 | 0442 4.1
‘ Subtotal | 0458 | 0679 1.137 10.5
Subtotal (A) 2.367 7.260 10.628 88.8
‘B [Taxes and Duties : - 1.213 1.213 11.2
C [Total Base Cost (including taxes) 2367 | 8474 | 10.841 100.0
D |Contingencies ‘ ' A ‘ ol '
" 1. Physical ® \ 0180 | 0678 | 0858 | 79
2. Price ° 0.155 0.579 0.733 6.8
Subtotal (D) 0.335 1.256 1.591 14.7
E |Interest Charge v 0.268 | - - 0.268 25
Total® 2970 | 10.730° | 12.700 117.2
a At July 2005 prices

b Estimated at 8% of base cost.
¢ Estimated at 2.4% on the foreign exchange and 4% on local costs.
d Total may not add up because of rounding. -

10.1.2. Financing Plan

It is proposed that ADB provide a loan of $9.700 million equivalent from its Special
Funds resources (Asian Development Fund (ADB) loan) to cover 76.4% of the total
cost of the Sii. The ADB loan will have a maturity of 32 years including a grace period
of 8 years, and an interest rate of 1% per annum during the grace period and 1.5% per
annum thereafter. The Borrower of the loan will be the Republic of Azerbaijan. The loan
will finance the entire foreign exchange costs of $2.970 million (23.4%), and about
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$6.730 million equivalent of the local currency costs (or 69.2%). ADB’s financing of the
local currency expenditure is for civil works, including local labour and construction
materials, project management and capacity building. The proposed financing plan is
shown on the table below. Interest charge is capitalized in the loan amount:

Table 10-2: Fmancmg Plan Social Infrastructure for IDPs (Sil)
($ million)
Source Foreign '~ = | Local Total p ¢
Exchange Currency Cost ercentage
Asian Development Bank 2.970 6.730 9.700 76.4
Government ® _ - 3.000 3.000 23.6
Total 2.970 10.730, 12.700 100.0

a. Include Baladiiyas contribution to lands for construction of buildingsj\ <@ R 7
Ly F 4

Annex T shows the distribution of year-wise project cost and financing plan for ADB
and Govermnment.

10.2 Social Infrastructure for Regional Towns (SIRT)

10.2.1 Cost

The total cost of the SIRT, including the LIF and CBLG, is an estimated $36.6 million.
equivalent. These are preliminary estimates/allocation and will be detailed during
the preparation of the second phase later in 2005. The foreign exchange cost is
estimated at $7.487 million, or about 20.5% of the total cost, including $0.492 million for
interest charge. The local currency cost is estimated at $29.113 million equivalent, or
about 79.5% of the total cost, including duties and taxes of about $2.832 million. Table
10-3 summarises the estimated costs.

Table 10-3: Cost Estlmates SIRT, LIF, CBLG ($ million)

Activi Foreign Local = | Total
: i Exchgnge Currency | Cost .Percent
A. | Base Cost® ] o
| Social Infrastructure for Regional Towns 4.259 14.831 19.081 62.3
Local Initiative Fadilities Fund - 4000 4.000 10.1
Capacity Building for Local Government 0.320 0.480 |. 0.800 2.6
Implementation Assistance - :
1. Consulting Services 1.015 - 0771 |- 1.786 - 5.8
2. Incremental Administration 0268 | ~ 1878 2.145 7.0
Subtotal ) 1.282 2649 3.931 12.8
Subtotal (A) _ 5.852 21.960 27.812 90.8
B | Taxes and Duties" - 2.832 2.832 10.2
C | Total Base Cost {including taxes) 5.852 24.791 30.643 100.0
D Contmgencles
1. Phxs;cal 0516 1.936 2.452 8.0
2. Price ° v 0.626 | 2387 | 3.013 10.8
Subtotal (D) ‘ 1142 4322 5.465 17.8
’ 0.492 | - 0.492
Interest Charge
E ) 1.6
Total” 7.487 29113 | 36.600 119 .4
a At July 2005 prices
b Estimated at 8% of base cost.
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¢ Estimated at 2.4% on the foreign exchange and 4% on local costs.
d Total may not add up because of rounding.

10.2.2 Financing Plan

It is proposed that ADB provnde a loan .of $26.550 million equivalent from its Special
Funds resources (Asian Development Fund (ADB loan)) to cover 72.5% of the total
project cost. The ADB loan will have a maturity of 32 years including a grace period of
8 years, and an-interest rate of 1% per annum during the grace period and 1.5% per
ahnum thereafter. The Borrower of the loan will be the Republic of Azerbaijan. The loan
will finance the entire foreign exchange costs of $7.487 million (20.5%), and about
$19.063 million equivalent of the local currency costs (or 65. 5%) ADB’s financing of
the local currency expenditure is for civil works; including local labour and construction

- materials, project management and capacity bunldlng The fmancmg of local
expenditure is justified by thé naturé of the Project, which will improve the living and
health conditions of the population in the regional towns. The proposed financing pian
is shown in Table 10-4. Interest charge is capitalized in the loan amount.

Table 10-4: Fmancmg Plan - SlRT ($ million) , -
Foreign Local - Total Percentage
Source Exchange Currency Cost
Asian Develophient Bank 7.487 19:063' 26.550 - | 72.5
Government - C - 10:050 . 10.050 | - 27.5
' Total 7.487 29.113 36.600 100.0

1 0.3 Total Pro;ect Cost

The total PPTA lmplementa’uon cost (SH SIRT, LIF and CBLG) is: estlmated at $49.300
million equivalent. The foreign exchange cost is estimated at $10.457 million, or about
21.2% of the total cost, including $0.760 million for interest charge. The local currency
cost is estimated at $38.843 million equivalent, or -about- 78.8% of the total cost,

. including duties -and taxes of about $4 045 mllllon Table 10-5 summarises the total
estimated project costs.

Table 10-5 Pro;ect Cost Estimates ($ million) P
Activity Foreign . |{. Local “ Total | Percent
: o Exchange | Currency | Cost '
A. | Base Cost® R, -
| Social Infrastructure for internally Displaced 1.789 6.501 ; 8.290 20.0
Persons L v 5
Social Infrastructure for Regional Towns 4.250 14.831 19.081|. 46.0
Local Initiative Facility Fund _ 0.000 40001  4.000 | 10.6
Capacity Building for Local Govemment I T
1 1. SCRI/SFDI 0120 0080 | .. 0,200 |, 0.5
2. Local Governmerits 0.320 0.480 0.800 |. 1.9
Subtotal 0.440 0.560 1.000 | 2.4
Implementation Assistance
1. Consuiting Services : .
a. Social Infrastfucture for IDPs - 0.348° 0.347 0.695 17
b. Social Infrastructure for Regional Towns 1.015 0.771 1.788 | - 4.3
2. Incremental Administration
a. Social'Infrastructure for IDPs 0.110 0.332 0.442 1.1
b. Social Infrastructure for Regional Towns 0.268 1.878 2.145 5.2
- Subtotal 1.740 3.328 5.069 12.2
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Subtotal (A) 8.220 28.220 37.440 90.2

B | Taxes and Duties 0.000 4.045 4.045 10.8

C | Total Base Cost {including taxes) ‘ .8.220 33.265 41.485 100.0
D | Contingencies

1. Physical ° 0.696 2613 3310 8.0

2. Price © 0.781 2.965 3.746 10.0

Subtotal (D) 1.477 5579 7.056 17.0

E | Interest Charge ~ 0.780 - 0.760 1.8

Total® 10.457 38.843 49.300 118.8

a At July 2005 prices

b Estimated at 8% of base cost.

¢ Estimated at 2.4% on the foreign exchange and 4% on local costs.
d Total may not add up because of rounding.

10.4 Overall Financing Plan

It is proposed that ADB provide a loan of $36.250 million equivalent from its Special
Funds resources (Asian Development Fund (ADB loan)) to cover 73.5% of the total
project cost, including $25.793 million equivalent of the local currency cost. The ADB
loan will finance $9.700 million equivalent of the project costs relating to the SIi and
$26.550 million equivalent of the project costs relating to the SIRT (including LIF and
CBLG). :

The ADB loan will have a maturity of 32 years including a grace period of 8 years, and
an interest rate of 1% per annum during the grace period and 1.5% per annum
thereafter. The Borrower of the loan will be the Republic of Azerbaijan. The loan will
finance the entire foreign exchange costs of the Project ($10.457 million or 21.2%), and
about $25.793 million equivalent of the local currency costs (or 66.4%). ADB's
financing of the locatl currency expenditure is for civil works, including local labour and
construction materials, project management and capacity building. The financing of
local expenditure is justified by the nature of the Project, which will improve the living
and health conditions of the IDPs living in the worst conditions in the three towns, and
improves the living conditions of the population in eight regional tows with improved
urban services. '

The proposed financing plan for the Project is shown in Table 10-6. Interest charge is
capitalized in the loan amount.

Table 10-6  Project Financing Plan ($ million)
Foreign Local Total
Source oca ota Percentage
Exchange Currency Cost
Asian Development Bank 10.457 25.793 36.250 735
Government ® - 13.050 | 13.050 26.5
Total 10.457 38.843 49.300 | 100.0

a. Include Baladiiyas contribution for lands for social infrastructure for IDP related activities.

Part of the ADF loan, $9.700 million equivalent, will be transferred through the
budgetary appropriations to the State Fund for Development of IDPs (SFDI), the project
implementation management agency, representing the State Committee for Refugees
and IDP’s (SCRI), to part finance the project cost relating to the SIl. The balance
$26.550 million equivalent of the ADB loan will be transferred through the budgetary
appropriations to the Project Management Unit established under the MOED to part
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finance the project cost relating to the SIRT, including the LIF and CBLG activities. The
Govermnment and the Baladiiyas will finance the remaining local currency cost, in the
form of lands, taxes and duties, incremental staff costs, and part of the costs of the civil
works and materials, estimated at $3.000 million equivalent for the SlI and $10.050
million equivalent for the SIRT (including LIF and CBLG). The Government will bear the
interest charges and foreign exchange risks.

The on-lending of the ADB loan to the Baladiiyas under the SIRT will be‘sugges'ted
upon completion of the project outlines under the next phase of the project preparation.
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11.0

1.1

11.2

113

11.4

Project Perfermance Management System

The Project Performance Management System (PPMS) generates critical management
information for project managers to enable them to determine if the project is achieving
its expected outputs and objectives, and if not, allows them sufficient time to take
remedial action. It is an integral part of project management, not a separate project
component. Information required to monitor and evaluate the project is provided
through the existing management information systems of government agencies.
Assumptions and risks are also monitored by the executing agencies that provide
quarterly risk analysis to ADB. As an integrated process with project management, The
PPMS follows the same participatory approach to data collection and reporting that has
characterized the design stage of the project. Such additional monitoring activities
include the Joint Annual Review and Project Steering Commitiee meeting; mid-term
and end-of-project evaluations; as well as an impact evaluation followmg the
completion of the prOJect

Monitoring as Management

ADB believes that monitoring and monitoring systems should be integrated into project
management for timely and effective management decision-making. The PPMS
incorporates this principle and, as such, is closely tied to the institutional and
Management Arrangements as described in other report sections. Reporting systems,
formats and forms for PPMS purposes are the same as for project management
purposes, to ensure the desired integration.

Management information System

Both the project Executing Agencies and the Implementing Agencies have existing
management information systems that will be utilized by the project to coliect
information related to the outputs and objectives indicators. The lAs will employ a
participatory approach to involve the Mahalas and community groups, as well as, in
some cases, the general citizenry of the selected towns. It is common practice in
Azerbaijan for such agencies to collect data and report on a monthly basis. This
process will be used to provide information to project management and for a quarterly
summary by the EAs in progress reports to ADB. During the project inception period,

project management (with the assistance of a monitoring and evaluation specialist, via
the PIMU for the Sll, and the PIU for the SIRT) will determine what additional data is
required to be collected by the Baladiiyas. MIS. Currently much of the information
collected, and the resulting monthly reports, are done manually at the Baladiiya level.
Capacity will be developed at both the EA and IA levels not only to ensure that the
appropriate quality and quantity of data is coliected for the project, but that it is
computerized as well. This will involve computerizing the existing MIS’s at each level.

Monitoring Assumptions and Risks

The project performance framework (see below) makes several assumptions that need
to be monitored by project management. Assumptions are conditions under which the
project operates but which are outside management’s control. The assumptions are

stated positively; the inverse stated negatively becomes a risk to the project’s success.

The Executing Agencies will provide a risk analysis in each quarterly progress report.

Joint Annual Review Process and Project Steering Committee Meeting _
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One of the main monitoring tools for’ ADB is the Joint’Annual'Review (JAR). During the
JAR, ADB staff (and consultants as needed) and the Project Steering Committee
members form a team that reviews progress to date, participates in the PSC meeting
(that takes place once a year to coincide with the JAR), approves the EAs’ work plans,
and carries out field visits to obiserve, first hand, progress of the ‘project. The product of

. the JARis an Aide: Memoire outlining an evaluation of progress and recomimending any
addrtlonal or coirective actlon that: may be requrred of pro;ect management

11.5 Pro;ect Evaluatrons Co

" There Wl|| be three evaluatlons camed out related to the- results of the Social
Infrastructure for IDPs and: Vulnerable Populatlons Project:

1.-Mid-term Evaluatlon a formative evaluation cartied out'by an independent consultant,
. the aim of which is to gain a new perspective of the project, verify progress to date and
make any recommendations for project rmprovement :

2. End- -of-project Evaluation: a summative evaluation to confirm achlevement of results
and prov;de lessons leamed for future pro;ects of a Slmﬂal’ nature

lmpact Evaluatlon an evaluation to’ determlne what the collective |mpact of the
pro;ect has been two years after its comipléetion ‘and whiat its ¢ontribution has been at the
larger Azerbaijani societal level as lndlcated in the pro;ect’s goal statement

11.6 Parttc:patory Approach to Momtormg

The first phase of the PPTA has been characterlzed by a hrghly participatory
methodology: that will be: carried over-to. the next’ phases: and ‘project implémeéntation,
including the management and-monitoring aspects: Data coliéction and the- resulting
decision making' will ‘be carried out by -and with'the variou$ projéct beneficiariés in an

 effort to ensure ownership, ensire the' tight decisions are'made; promote sustainability
and ensure an effectlve and effi cnently lmplemented pro;ect

117 lnternatlonal Financial Monrtor
lt is recommended that an mtematlonal financial monitor be assigned to carry out
- periodic (e.g., bi-annual) audits the' pro;ect as it is implemented, to ensure transparency
" and proper expendltures of funds

11.8, The PPMS in Detail

The project’'s PPMS:is ilustrated in Table 11-1 on the follouling. pages:
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