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Description 
This technical assistance (TA) supports the preparation of an enabling environment for private sector participation (PSP) 
in Azerbaijan’s power sector. Enabling PSP in the country’s power sector will assist the government in meeting the 
significant investment requirements for the sector, improve overall sector efficiency, and provide a basis to assess 
potential future power sector reforms. The TA was designed to be implemented in two phases. Phase 1 focused on the 
identification of the benefits of PSP in the power sector, current restrictions, and the preparation of a Road Map. Phase 2 
entailed detailed work on a pilot project selected by the government for PSP demonstration purposes. 
 

Expected Impact, Outcome, and Outputs 
The expected impact of the TA is promotion of PSP in Azerbaijan’s power sector. The outcome was improved business 
environment for PSP in the power sector, and outputs were: (i) a road map for PSP in Azerbaijan’s power sector; (ii) a 
report recommending policy, legal, and regulatory changes required to create an enabling environment for PSP; and (iii) a 
project structure and development plan for a demonstration PSP project.  
 

Delivery of Inputs and Conduct of Activities 
The TA was implemented in two phases, consistent with its original design. Phase 1 involved outputs (i) and (ii), while 
Phase 2 involved output (iii). The terms of reference (TOR) were adequate and relevant in achieving the TA’s outputs for 
Phase 1. Relevant parts of the TOR for Phase 2 were amended in April 2018 to accommodate changes required for the 
analysis of two pilot projects and the limited time available for TA completion. A consulting firm composed of international 
and national consultants was competitively selected using quality-cost based selection method (90:10) with simplified 
technical proposal. The consultants completed all deliverables satisfactorily in line with the agreed scope of work and 
within the originally allocated budget.  
 
The TA completion date was extended four times, for a cumulative extension of about 26 months. The first extension to 
15 September 2016 was required for the TA completion date to align with the consultants’ contract closing date. The 
second extension to 30 April 2017 allowed completion of all project activities and deliverables under Phase 1. The third 
extension to 30 October 2017 was required to assess the progress of implementing Phase 1 recommendations. Fourth 
extension until 30 June 2018 was provided for the government to resolve internal difficulties in selecting the pilot project 
and for the consultants to complete their work in Phase 2.  
 
On 19 December 2017, CWRD management approved the transfer of TA implementation responsibility for Phase 2 from 
CWRD’s Energy Division to the Public-Private Partnership unit of CWRD.  A minor change in scope, including reallocation 
of TA funds between categories, was approved to support a workshop undertaken in Phase 2. The workshop allowed 
productive discussions regarding the two selected pilot projects between government agencies and stakeholders to 
facilitate completion of Phase 2. 
 
Review and consultation missions were fielded to (i) discuss and present to the government and stakeholders the key 
findings of Phase 1; (ii) follow-up on progress made towards implementation of Phase 1 recommendations; (iii) follow-up 
on status of the government’s efforts in selecting a demonstration project for Phase 2; (iv) facilitate implementation of 
Phase 2; and (v) present the findings and recommendations of Phase 2.  
 
Overall, the TA’s resources were considered adequate. Sufficient staff resources (headquarters and resident mission) 
were provided to ensure that key deliverables were satisfactorily completed. Given the limited time available for 
completion of Phase 2 and relevant scope amendments, not all TA funds were utilized. The Ministry of Finance (lead 
agency for Phase 1) and the Ministry of Energy (lead agency for Phase 2) provided strong support. However, proactive 
coordination and timely provision of relevant information to the consultants could have resulted in better-quality TA 
outputs. 

 



 
 

 

Evaluation of Outputs and Achievement of Outcome 
The TA outputs were achieved in line with the scope agreed with the Ministry of Finance (for Phase 1) and the Ministry of 
Energy (for Phase 2).  

 

Phase 1 of the TA commenced in March 2015 and was completed in February 2016 with the completion of the Road Map 
in January 2016 and the Enabling Framework Report in February 2016. The Road Map was presented to key 
stakeholders including relevant ministries, agencies, and wholly-owned utilities in a workshop. The Road Map (Output 1) 
was supported by the Enabling Framework Report (Output 2), a study detailing required changes to the existing policy, 
legal, and regulatory framework to enable PSP. The government generally supported Phase 1 recommendations and 
some progress has been made in implementing a few of them. It established a Working Group of senior officials to select 
a demonstration project to be implemented under Phase 2. ADB considers such progress as an indication of the 
government’s commitment in facilitating PSP in the power sector and a step towards achievement of the TA’s envisaged 
outcome. 

 
The selection of a demonstration project for Phase 2 took 12 months longer than originally anticipated, with related delays 
to the completion of Output 3. On 2 April 2018, the Ministry of Energy selected two pilot projects for demonstration 
purposes: Surakhani solar power and Khachmaz heat distribution. Following agreement on the scope for Phase 2, the 
consultants commenced work on these pilot projects. Visits to the project sites were conducted followed by a workshop in 
Baku. The workshop brought together key stakeholders to consider scope of work, relevant technical issues, critical 
success factors, and structuring constraints for both pilot projects. The consultants led discussions on the advantages and 
disadvantages of introducing PSP (and even private sector investment) in the pilot projects and the power sector in 
Azerbaijan in general. The workshop concluded with agreement on tasks required for the consultants to assess technical, 
commercial, financial and legal structuring options for each pilot project and to propose the preferred PSP modality for 
each pilot project. The proceedings of the workshop were compiled and shared with the government. Based on the 
agreements reached during the workshop, the consultants conducted detailed project feasibility assessments of 
alternative PSP modality options for each pilot project and prepared the Final Report for Phase 2 which was presented to 
the government on 29 June 2018. While the consultants were able to deliver the outputs on time and in line with the 
parameters agreed with the government, the quality of their findings and concreteness of recommendations could have 
been strengthened with better access to relevant information and coordination among key stakeholders. 
 

Overall Assessment and Rating 
The TA is rated less than successful based on an assessment of overall relevance, effectiveness, efficiency and 
sustainability. The TA design was relevant to the requirements of the government. A minor change in scope was 
approved and extensions of TA completion date were authorized to facilitate completion of TA activities. The TA is 
considered effective in view of the substantial achievement of the outcome targets. The TA is considered less than 
efficient considering the TA costs relative to associated benefits, extended period of TA implementation, and high 
intensity of supervision required. The TA is considered less than likely sustainable because only one recommendation of 
Phase 1—establishment of a regulatory body in the power sector—has been implemented. There has been no progress 
on either of the Phase 2 pilot projects to date. 

 

Major Lessons  
Weak coordination and decision-making among key stakeholders in Azerbaijan’s power sector affected TA 
implementation, particularly with respect to Phase 2.  When considering new TAs, ADB should consider whether 
adequate coordination mechanisms and decision-making processes among concerned agencies are in place. The 
government’s commitment and capacity to take PSP or other reforms forward should be also carefully assessed. 

 

Recommendations and Follow-Up Actions 
At the TA’s completion, the Ministry of Energy expressed interest in ADB providing further TA support for PSP in the 
power sector. Given the lessons learned, ADB should consider such support only after the government has established 
an empowered interagency coordination and decision-making mechanism to effectively oversee and guide the PSP 
reform and related projects in the power sector. 
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