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Total 0.750

qq

3. Operational Priorities Climate Change Information
OP1: Addressing remaining poverty and reducing inequalities
OP2: Accelerating progress in gender equality
OP6: Strengthening governance and institutional capacity

GHG Reductions (tons per annum) 0
Climate Change impact on the Project Low

ADB Financing
Adaptation ($ million) 0.000
Mitigation ($ million) 0.000

Cofinancing
Adaptation ($ million) 0.000
Mitigation ($ million) 0.000

Sustainable Development Goals Gender Equity and Mainstreaming
SDG 1.b
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Gender Equity (GEN)

Poverty Targeting
General Intervention on Poverty
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    Transaction technical assistance: Technical Assistance Special Fund 0.750
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Total 0.750
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I. THE ENSUING PROJECT 
 
1. Azerbaijan has undergone a remarkable transformation since its independence in 1991. 
It is now an upper-middle-income country with high human development status and a poverty rate 
as low as 5%. This transformation was largely possible thanks to substantial revenues from oil 
and gas exports since 2004. After the last major oil price shock in 2014, the government initiated 
earnest efforts to accelerate economic diversification, building on the infrastructure upgrade of 
the country. It rightly put the focus on institutional reforms and, in light of a young and growing 
population, on strengthening Azerbaijan's human capital. Investing more in human capital is 
particularly important given the known skills mismatch in the non-oil sectors of the economy, 
caused by years of low attention to vocational education and training (VET). In 2016, the 
government adopted the Strategic Roadmap on VET with an ambition to change the image of 
VET, enable it to meet the labor market demand for skills, and prepare the economy for the fourth 
industrial revolution (4IR), also known as Industry 4.0. Strengthening the VET system still is a 
central part of the government's development policy, as evident in the Azerbaijan 2030 National 
Priorities.1 The proposed socioeconomic development strategy for 2022–2025 is expected to lay 
out the action plan for the next phase of VET reforms and measures. 
 
2. To help implement the comprehensive agenda of VET reforms and modernize the VET 
institutions by 2025, and in keeping with the Asian Development Bank (ADB) country partnership 
strategy for Azerbaijan, 2  ADB and the government have begun to prepare the Modernizing 
Vocational Education and Training for Economic Diversification Sector Development Program. Its 
expected impact is the transformation of Azerbaijan’s human capital into a driving force for 
accelerating sustainable, inclusive, private sector-led, and diversified economic growth. The 
program’s outcome—improved responsiveness of the VET system to the needs of the labor 
market and 4IR—will be achieved by implementing the measures of the policy-based (PBL) and 
project components via three outputs. 
 
3. Output 1: Financing of VET improved. This output will help improve government 
financing and private participation in VET through the PBL component. Under tranche 1, the 
government will (i) update the education sector’s medium-term expenditure framework to 
ascertain funding of VET;3 (ii) adopt action plans to introduce per-capita (performance-based) 
funding and gender-responsive budgeting in VET; (iii) establish the Vocational Education 
Development Fund to fund VET institutions, and the Student Credit Fund to provide loans to VET 
students; and (iv) adopt regulation on performance-based student stipends, including for VET 
students. Under tranche 2, the government will (i) adopt and implement per-capita (performance-
based) funding and gender-responsive budgeting in selected VET institutions; (ii) adopt regulation 
to ascertain an adequate share of VET spending from the Unemployment Insurance Fund; and 
(iii) approve one project on private participation in VET, and conduct accreditation of one private 
provider of VET. 
 
4. Output 2: Quality and relevance of VET strengthened. This output will help modernize 
VET content, human resources, and institutions, and promote closer links with industry. Under 
the PBL component’s tranche 1, the government will (i) adopt 30 new VET curricula and programs, 
including soft skills; (ii) approve a resolution on adding new occupations in agriculture, tourism, 
and information and communication technology (ICT) to the VET classification system; (iii) set up 

 
1 Azerbaijan 2030: National Priorities for Socio-Economic Development. Approved by Presidential Order no. 2469 

dated 2 February 2021. 
2 ADB. 2019. Country Partnership Strategy: Azerbaijan, 2019—2023–Promoting Diversified and Inclusive Growth. Manila. 
3 This includes allocation of adequate funding in 2022–2024 for four VET centers of excellence, and of budget in 2023–

2025 for upgrading and equipping VET institutions with a focus on occupations relevant to 4IR and green energy. 

https://en.president.az/articles/50474
https://www.adb.org/sites/default/files/institutional-document/510266/cps-aze-2019-2023.pdf
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a transparent and competitive recruitment process for VET teachers and mentors; (iv) introduce 
career counseling in VET; (v) establish a pathway from VET to higher education by introducing a 
credit system; and (vi) adopt rules for recognizing prior learning. Under tranche 2, the government 
will (i) apply a new VET classification system in line with labor market and 4IR requirements, 
(ii) adopt 30 new VET programs that incorporate occupations relevant to green energy and 4IR; 
(iii) use a new incentive mechanism to better attract and retain human resources in VET; (iv) 
finalize and implement the national VET teacher training framework; (v) revise the design 
standards of VET institutions to meet the requirements of 4IR, energy efficiency, and gender 
equity; and (vi) approve a 5-year plan to modernize vocational education infrastructure that 
includes private participation projects. The project component will help (i) upgrade about five VET 
institutions with industry- and 4IR-relevant equipment, giving consideration to gender equity; and 
(ii) build the capacity of VET institutions to deliver the updated curriculum and training programs, 
including 4IR skills, and provide career guidance. 
 
5. Output 3: Institutional framework of the VET system strengthened. This output will 
support better coordination and synergies between government agencies, and between the 
government and industry, in the design and implementation of VET policies and content. Under 
tranche 1 of the PBL component, the government will (i) establish the VET advisory board with 
representatives from industry and other stakeholders, and (ii) expand the vocational education 
information system to enable employment tracking of VET graduates. Under tranche 2, the 
government will (i) adopt the government-wide framework for VET system oversight; (ii) further 
expand the vocational education information system to include financial and educational 
dimensions and link it with policymaking; and (iii) finalize and implement rules to ensure the quality 
of VET institutions. The project component will help (i) build the capacity of staff at MOE, SAVE, 
and other government agencies, as well as staff of VET institutions (about 100 staff, at least 50% 
women) for per-capita (performance-based) funding, gender-responsive budgeting, quality 
assurance, environmental and social safeguards, and 4IR; and (ii) promote 4IR-relevant twinning 
partnerships between SAVE and its peers in Asia and the Pacific, and skills development 
cooperation under the Central Asia Regional Economic Cooperation (CAREC) Program. 
 
6. The PBL component of $120 million consists of two tranches of $60 million each. The 
project component, which will modernize the infrastructure, content, and teacher qualifications of 
selected VET centers, totals $40 million, of which $30 million will be financed by ADB’s project 
loan and $10 million by the government’s counterpart funding. The program will be implemented 
during September 2022–December 2025 and will be overseen by the Ministry of Finance (MOF) 
and the Ministry of Education (MOE), with the support of SAVE under MOE. ADB will closely 
coordinate with the development partners active in VET to ensure complementarity of support. 
 

II. THE TECHNICAL ASSISTANCE 
 
A. Justification 
 
7. The transaction technical assistance (TA) will help the government prepare the program, 
support the completion of the PBL component’s first-tranche actions and the project component's 
procurement readiness, and enable a smooth start to the program’s implementation.4 The TA is 
justified given the scope of the policy matrix, program and project activities, and the specialized 
nature of equipment to be procured for the selected VET centers. The TA will also support due 

 
4 The TA first appeared in the business opportunities section of ADB’s website on 15 March 2022. 
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diligence and the assessments required during PBL and project processing. The program and the 
TA are included as 2022 firm deliverables in the lending program for Azerbaijan.5 
 
B. Outputs and Activities 
 
8. The major outputs and activities are summarized in Table 1. 
 

Table 1: Summary of Major Outputs and Activities 
Major Outputs Delivery 

Dates Key Activities with Milestones 

1. Output 1: Detailed policy matrix and project feasibility 
study developed. The TA team will help develop the policy 
matrix (policy measures of tranche 1 and 2, and the 
directions of the post-program partnership framework) by 
assessing and designing the policy measures for state 
budget financing of VET (including  GRB); the financing of 
VET institutions through state funds; private provision of 
VET; public–private partnerships in VET; frameworks for 
demand-side instruments; competency-based VET curricula 
and training programs reflective of the 4th industrial 
revolution and a green transition; career guidance in VET; 
linking of the national qualifications framework with VET 
classification; VET teachers' professional development; 
monitoring of VET graduates' employment; internships and 
dual VET; internal and external quality assurance of VET; 
standards of VET institutions' designs and equipment; 
government-wide institutional and coordination framework on 
VET and the role of SAVE in that framework.  
The TA team will also conduct a feasibility study on the 
modernization of the selected VET centersa through facility 
upgrades, procurement of industry- and 4IR-relevant 
equipment, and capacity building of VET centers’ teaching 
and management staff.b The feasibility study will provide 
detailed costings and technical specifications, including for 
the equipment (e.g., minor upgrades of the facilities), 
consultancy, capacity building, and project implementation. 

June 2022 1.1 Conduct the studies and 
assessments for the policy 
matrix, building on ADB's proven 
knowledge of VET, 4IR, GRB, 
and PFM, by June 2022 

1.2 Define the VET centers to be 
included in the project, by April 
2022 

1.3 Assess the need for 
infrastructure, equipment, and 
capacity building in the selected 
VET centers, by May 2022 

1.4 Provide specifications for 
infrastructure, equipment, and 
capacity building in the selected 
VET centers, by May 2022 

1.5 Prepare the feasibility study for 
the project, by July 2022 

 

2. Output 2: Program due diligence undertaken. The TA 
team will support the following due diligence assessments: 
(i) financial managementc and procurement for the project;d 
(ii) economic and financial analysis of the project; 
(iii) program economic analysis (for PBL); (iv) public financial 
management aspects (for PBL); (v) social and environmental 
safeguards (for PBL and the project);e (v) poverty, social, 
and gender analyses (including a gender action plan);f and 
(vi) risks anlysis a risk management and mitigation plan. 

July 2022 2.1 Conduct due diligence and 
assessments for the PBL, by 
August 2022 

2.2 Conduct due diligence for the 
project, by August 2022 

3. Output 3: Program processing and implementation start-
up facilitated. The TA team will help prepare the documents 
required for program processing by (i) providing inputs for 
the report and recommendation of the President and all 
linked documents, per the templates of ADB;g (ii) providing 
inputs to the policy matrix; (iii) drafting the project 
administration manual, per the template of ADB;h and 
(iv) helping MOE and SAVE with the advance actions to 
ensure a timely start to project implementation. The advance 
actions include formulating the terms of reference and 
recruitment of key PIU staff (VET specialist and project 
manager, procurement specialist, financial management 
specialist, environmental safeguard specialist, social 

April 2023 3.1 Prepare a project administration 
manual, including procurement 
plan, terms of references for the 
PIU staff, and bidding 
documents for the first 
procurement contracts, by 
October 2022 

3.2 Provide inputs to the report and 
recommendation of the 
President and all linked 
documents, by October 2022 

3.3 Advertise and help MOE select 
the PIU staff, by November 2022 

 
5 ADB. 2021. Indicative Country Pipeline and Monitoring Report: Azerbaijan, 2022–2024. Manila. 
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Major Outputs Delivery 
Dates Key Activities with Milestones 

safeguards and gender specialist, administrative assistant) 
and initiation of the bidding for the first procurement 
contracts. 

3.4 Advertise and help MOE procure 
the first procurement contracts, 
by April 2023 

3.3 Conduct training for PIU staff in 
procurement, disbursement, 
financial management, 
safeguards, and monitoring and 
evaluation arrangements under 
the project. 

4IR = fourth industrial revolution, ADB = Asian Development Bank, GRB = gender-responsive budgeting, SAVE = State 
Agency for Vocational Education, MOE = Ministry of Education, PBL = policy-based loan, PFM = public financial 
management, PIU = program implementation unit, TA = technical assistance, VET = vocational education and training. 
a A long list of the VET centers to be covered under the project is in the list of linked documents in Appendix 2 of the 

concept paper. The VET centers to be included in the project will be defined based on the agreement between ADB 
and MOE and considering the importance of (sub)sectors for the economic diversification and the readiness of the 
VET centers from the environmental and social safeguard perspectives. 

b Capacity building at VET centers will be based on a needs assessment of the VET centers and available support 
from the development partners. 

c Financial due diligence includes detailed cost estimates and financing plan, project sustainability analysis, financial 
management assessment and design of funds flow, accounting, auditing, and financial reporting arrangements. 

d The project’s procurement classification is A, given the implementing agency’s lack of experience with ADB projects. 
Procurement strategic planning will be conducted to define the optimum number of contracts, consider lease option 
for equipment, and ways to include small rehabilitation works to ensure that the equipment fits in VET buildings. 

e No environmental impact or physical or economic displacement is anticipated from the proposed policy actions. The 
program is currently classified category B for environment and involuntary resettlement, and C for indigenous 
peoples. Safeguards may be re-categorized as C after due diligence is completed and once the scope of the contract 
packages has been clarified. 

f The program’s gender mainstreaming category is gender equity theme. 
g Includes support for the preparation of the design and monitoring framework, including specification of performance 
indicators and program activities.  
h Includes development of the project procurement plan, and the implementation plans for the program and the project 
components of the sector development program. 
Source: Asian Development Bank. 
 
C. Cost and Financing 
 
9. The TA financing amount is $750,000, which will be financed on a grant basis by ADB’s 
Technical Assistance Special Fund (TASF-other sources). The key expenditure items are listed 
in Appendix 1. The Construction Department of MOE will arrange for the detailed designs and 
cost estimates for the required government-funded civil works at the selected VET institutions. 
The TA team will provide the technical specifications and cost estimates for the required 
equipment, in consultation with the relevant departments of MOE and SAVE. The government will 
provide counterpart support in the form of counterpart staff to assist and oversee TA 
implementation, office accommodation and supplies, secretarial support, and other in-kind 
contributions. The government was informed that approval of the TA does not commit ADB to 
finance any ensuing project. 
 
D. Implementation Arrangements 
 
10. ADB will administer the TA. MOE will be the executing agency, and MOF and SAVE will 
be the implementing agencies. At the start of TA implementation, MOE will set up a coordination 
mechanism with other key government agencies involved in VET, such as the Ministry of Labor 
and Social Protection of Population as well as its State Employment Agency and National Labor 
Market Observatory, the Ministry of Economy, and the Ministry of Youth and Sports and its Youth 
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Fund.6 The TA will be implemented from May 2022 to September 2023 to ensure effective 
program preparation and start-up and enable sufficient time for processing the final claims of the 
consultants.7 
 
11. The implementation arrangements are summarized in Table 2. 
 

Table 2: Implementation Arrangements 
Aspects Arrangements 
Indicative implementation perioda May 2022–September 2023 
Executing agency Ministry of Education of Azerbaijan 
Implementing agencies Ministry of Finance of Azerbaijan (leading the policy measures on state 

budget financing and financing of VET from the government-established 
funds) 
Ministry of Education, through the State Agency on Vocational Education 
(leading the sector-specific policy measures and the technical aspects of the 
projects)a 

Consultantsb To be selected and engaged by ADB 
Individual: Individual 
selection (technical 
consultants and 
resource persons) 

21 person-months of 
international consultants 
35 person-months of 
national consultants 

$729,000 

Disbursement Disbursement of TA resources will follow ADB's Technical Assistance 
Disbursement Handbook (2020, as amended from time to time). 

ADB = Asian Development Bank, TA = technical assistance, VET = vocational education and training. 
a The Construction Department of the Ministry of Education will arrange for the detailed designs and cost estimates for 

the required government-funded civil works at the selected VET institutions.  
b The TA will provide the technical specifications and cost estimates for the required equipment, in consultation with 

the relevant departments of the Ministry of Education and the State Agency on Vocational Education. 
Source: Asian Development Bank. 
 
12. Consulting services. ADB will engage the consultants following the ADB Procurement 
Policy (2017, as amended from time to time) and the procurement staff instructions.8 ADB will 
recruit a team of individual consultants to implement the TA; a senior VET specialist and team 
leader (national consultant) will manage the team of experts and ensure their timely and quality 
delivery of the outputs.9 Individual consultant recruitment is proposed for all positions to facilitate 
the selection of the best combination of experts in the shortest time. As needed, the TA will also 
use short-term resource persons to provide specific expertise, such as in the subsectors or 
themes for which the selected VET centers will be modernized. Good practice and lessons will be 
disseminated through policy dialogue with VET-relevant institutions, and in seminar and training 
materials and knowledge products that may be published under the TA. 
 

 
6 This coordination mechanism may be considered for becoming the oversight committee for the program. 
7 The work of the TA consultants is expected to be done by the third quarter of 2023. If the consultants’ deliverables, 

including capacity building, and the associated payments are completed before September 2023, the TA will be 
closed earlier. 

8 Terms of Reference for Consultants (accessible from the list of linked documents in Appendix 2). 
9 The TA consultants will coordinate and build on the work of ADB staff consultants: international and national public 

financial management specialists on per capita funding of VET; international and national public financial 
management specialists on gender-responsive budgeting in VET; and an international education consultant (VET 
classification). These consultants, engaged to support ADB staff’s due diligence, are being engaged in parallel to the 
processing of this TA. 
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

 
Item Amount 
A. Asian Development Banka  

1. Consultants  
a. Remuneration and per diem  

i. International consultants 420.0 
ii. National consultants 225.0 

b. Out-of-pocket expenditures  
i. International and local travel 69.0 
ii. Reports and communicationsb 10.0 
iii. Miscellaneous administration and support costsc 5.0 

2. Training, seminars, and conferencesd 5.0 
3. Miscellaneous technical assistance administration costse 5.0 
4. Contingencies 11.0 

Total 750.0 
Note: The technical assistance (TA) is estimated to cost $800,000, of which contributions from the Asian Development 
Bank (ADB) are presented in the table. The government will provide counterpart support in the form of counterpart staff, 
office accommodation and supplies, secretarial assistance, and other in-kind contributions. The value of the 
government contribution is estimated to account for 6.25% of the total TA cost. 
a Financed by ADB’s Technical Assistance Special Fund (TASF-other sources). 
b Includes the cost of translation of the consultants’ deliverables, based on ADB's prior approval. 
c Includes consultants’ office operations and administration and technical staff. If Office 365 licenses are required for 

consultants, this item will be included in the consultant contracts' out-of-pocket expense. 
d Includes the cost of venue rentals, materials, interpretation, refreshments, resource persons, honorarium, travel-

related costs of government participants, and other workshop-related expenses. 
e Includes translation and interpretation costs related to TA administration, office supplies, land transportation and 

vehicle hire, and other logistics costs subject to prior approval by ADB. 
Source: Asian Development Bank estimates. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=54295-002-TAReport 

 
1. Terms of Reference for Consultants 

http://www.adb.org/Documents/LinkedDocs/?id=54295-002-TAReport

