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EXECUTIVE SUMMARY

The Azerbaijan Business Assistance and Development (ABAD) program, funded by USAID
and implemented by the International Rescue Committee with partners Chemonics
International Inc. and Flag International began in August 2004 with the goal of improving
business opportunities for micro and small rural enterprises at the community level. The
objective was to stimulate rural economic growth by helping farmers and small medium
enterprises increase their sales and create new employment opportunities. By the end of
the program in October 2007, program activities contributed to a cumulative increase in
sales of $23,810,853, significantly exceeding the end of program target of $3,390,000. In
addition, the program generated an increase of 2,152,628 person days of employment (both
direct and indirect), also exceeding projected targets for the end of the program.

ABAD worked directly with rural enterprises and local communities to create and
strengthen market-linkages, improve technical and business skills, and facilitate access to
grants and leasing institutions. Since 2006, the program focused on high impact interventions,
working through processors, traders and wholesalers to create backward linkages with
15,615 small holder producers.

Eight rural program supported Marketing Centers within four target Economic Corridors
served as the primary mechanism for service delivery to target clients. The Business
Services unit (BSU) within ABAD’s central office provided the direct link and support for all
Marketing Center operations and worked closely with the MCs throughout the program to
deliver quality assistance to a total 57 clients' and 63 leasing clients during the
implementation period. The MCs maintained the closest relationships and provided direct
assistance to all clients, and the achieved results represent the thousands of hours spent
working with processors, producers and communities, the hours of cultivation advice, of
negotiations, of research and of planning. This included the identification and matching of 24
international and 69 local buyers and producers; and the identification and contracting of 27
local and eight international experts to provide technical assistance to address specific client
needs in the areas of production efficiency, operation and management. The significant
results generated by the program demonstrate the effectiveness of the methodologies and
business assistance plans implemented in conjunction with the target rural businesses.

The Grants unit worked with the Marketing Centers to identify clients which would benefit
from a grant that would help alleviate a key constraint to the development of their
business—often the difficulty of acquiring modern, high-quality equipment. During the
program, the Grants unit disbursed |7 direct business grants. These grants had a total value
of $232,600—with a cash match of $139,550 from the grantees. In addition, the Grants unit
selected two existing credit institutions, through a competitive evaluation process, to receive
grants to support their expanding leasing activities into ABAD target Economic Corridors.
The two grants leveraged $1,448,000 in leasing capital and facilitated lease agreements with
63 clients.

The Monitoring & Evaluation unit worked to verify the accuracy and attributability of the
economic results reported by Marketing Centers’ clients throughout program
implementation.  This included tracking of results utilizing the Natural Growth Rate
Coefficient, Indirect Employment Coefficient and web enabled interactive database.

' Of the 57 total program clients, 47 were considered ‘active’ clients at the end of the program
period.



The Media and Information Specialist was active throughout the program to generate a high
level of interest in ABAD and increasing awareness of its demand-driven approach to
economic development. As a result the program achieved a wide range of media coverage
and information dissemination through the following outlets: 46 ABAD news stories
broadcast on national and local television; 80 newspaper articles; over |5 public events,
development of an ABAD website, nine success stories, two ABAD program newsletters,
and six brochures.

The main constraint to the program was budgetary as a result of a funding cut of more than
50% of the original budget. The modifications resulting from this budget reduction included
the following: decrease in the project management staff, including the Chief of Party and
Director of Enterprise Finance; closing of four Marketing Centers; the elimination of the
grant fund; significant reduction in both local and international technical assistance, and a
decrease in the period of performance by 22 months. As a result of the reduction in project
management staff, a more creative management structure was instituted with the Director
of Business Services assuming the role of Project Director through the end of April 2007,
after which the management of program operations were taken on by the Business Services
Coordinators. After the departure of the COP, the IRC Country Director provided direct
management support for the ABAD program.



|. ACTIVITIES & ACCOMPLISHMENTS

The objective of the ABAD program was to promote rural economic development through
increasing the sales of producers and rural entrepreneurs in four economic corridors by
$15.4 million and generating a corresponding increase in employment. The foundation for
achieving these objectives was the establishment of eight ABAD Marketing Centers
operating with program-trained staff in the target economic corridors to serve as the
primary mechanism for service delivery to target clients. ABAD worked directly with rural
entrepreneurs and local communities to create and strengthen market-linkages, improve
technical and business skills, and facilitate access to grants and leasing institutions. During a
program modification mid-2006, results for sales and employment indicators were revised
correspondingly to the reduced timeframe and budget— to $3,900,000 in sales and 390,000
employment (person days). In addition, since 2006, the program focused on high impact
interventions, working through processors, traders and wholesalers to create backward
linkages to 15,615 smallholder producers.

ABAD Target Areas:

The ABAD program targeted four strategically-located economic corridors based on the
major overland training routes represented in the map below:

In accordance with a request by USAID, the initially planned activities within the proposed
Nackhivan Corridor were put on hold at the start of the program for further assessment.
During the first half of 2005, ABAD staff performed an assessment in the Nakchivan and
concluded that it did not offer a suitable environment for ABAD activities. Therefore, in
collaboration with USAID, it was determined that the program would focus on working with
eight Marketing Centers in four Economic Corridors—Guba EC (Guba MC); Lenoran EC



(Jalilabad MC, Lenkoran MC, Salyan MC); Tovuz MC (Tovus MC, Gazakh MC) and Zakatala
EC (Zakatala MC, Sheki MC).2

ABAD Approach:

The ABAD program’s demand-driven approach—based on the experiences and tools
developed by Chemonics in other countries, and adapted to the Azerbaijan context—
focused on traditional economic trade corridors. As illustrated in the graphic below, the
principle governing the ‘demand-driven’ economic corridor approach is that although the
products move physically from the producer to the consumer—the starting point
(programmatically) must be the market not the supplier. Therefore, the ABAD approach
emphasized that producers need to “produce what you can sell” rather than the common
practice in Azerbaijan of simply attempting to “sell what you produce”.

Demand Pulls Supply

Physical Flow

Programmatic Flow

Produce What Y ou Can Sdll

Following this approach, the ABAD program worked to first identify tangible demand for a
business’ product prior to working with the client to improve quality, production processes,
or the technical or business skills the business needed to close the deal.

Project Management Staff and Organizational Structure:
At program start-up the program’s organizational structure was designed around the roles
and responsibilities of each of the international implementing partners:

= Chief of Party (IRC)—As Chief of Party, Mr. Tom Lemley’s role was to provide
vision and leadership to the program; oversee major decisions regarding human
and financial resources; ensure fruitful working relationships with partners and
government agencies; and promote program visibility;

= Director of Business Services/Deputy Chief of Party (Chemonics International)—The
focus of this position—initially held by Ms. Sue Savage, and subsequently by Ms.
Tracy Shanks—was to manage all programmatic operations to ensure Marketing
Centers selection process; Marketing Center start-up activities and operational
procedures; final approval of technical assistance activities; training for Marketing
Center staff; and, oversight of the M&E system.

= Grants Manager/Director of Enterprise Finance (Flag International)—The focus of this
position—initially held by Mr. Mark Pommervile, and subsequently by Mr.

2 As part of the program modification due to funding constraints activities in two areas were closed in
mid-2006: direct program support in the Gazakh-Tovuz EC ended in June 2006 and later in mid-July
2006 the Zagatala and Sheki MCs were both closed.



Tanner Chaiken (as of November 2005)—was to provide support to Marketing
Centers and their clients by identifying appropriate business opportunities to be
supported by grant funds. This included review and approval of grant proposals,
management of procurement of equipment; and supervision of monitoring and
evaluation of grant funds disbursed.

Key national staff positions included the following:

= Deputy Director of Business Services/Business Services Coordinators: At the
outset of the program, the position of Deputy Director of Business Services,
essentially served as the sales operations manager for Marketing Centers.
This included responsibility for establishing operational aspects of the
Market Centers, and overseeing performance management of Business
Advisors and Marketing Centers. After establishment of the Marketing
Centers and staff changes, this position shifted to that of Business Services
Coordinators, held by two individuals with responsibility for oversight of
Marketing Center activity.

= Monitoring & Evaluation Specialist—Responsibilities included evaluating
performance of Marketing Centers by creating and implementing the
performance monitoring system; verifying information submitted by
Marketing Centers and clients; creating sales and employment coefficients,
and identifying early indications of performance problems.

= Senior Grants Officer—Responsibilities included consulting Marketing Centers
on grant usage to increase sales; assisting in equipment procurement; and,
monitoring usage of grant funds.

= Women In Entrepreneurship Specialist—Responsibilities included facilitating
participatory assessments among business women and Marketing Centers;
assisting Marketing Centers in developing strategies to include women
owned businesses in their activities; and monitoring the level of inclusion and
development of women owned businesses. This position was phased out in
lined with reduced women entrepreneurship activities in the latter stages of
the program.

= Media & Information Specialist—Responsibilities included assessing Marketing
Center information needs and providing information; producing printed
materials on specific technical topics; generating reports; and identifying
media opportunities, trade shows and marketing events to help achieve
program objectives.

As part of the program modification, a revised management structure was instituted with the
Director of Business Services assuming the role of Project Director through the end of April
2007, after which time management of program operations were taken on by the Business
Services Coordinators. After the departure of the COP, the IRC Country Director
provided direct management support for the ABAD program.

Program Brand Identity:

Early in the program, the implementing partners determined that in order to maximize the
visibility and impact of the ABAD activities, the program—originally known as Rural
Azerbaijan Business Development (RABD)—needed its own brand to create a common identity
with businesses, government and stakeholders through the economic corridors, and to allow
the three implementing partners, the International Rescue Committee (IRC), Chemonics
International Inc, and FLAG International, to operate as one. The name ABAD, which means



‘improved’ or ‘having positive result’ in Azerbaijani was chosen for its ability to deliver a
positive message in the national language, while communicating the business development
objectives in the full English version.

A. INTERMEDIATE RESULT 1.3.3.1 IMPROVED ENTERPRISE
BUSINESS, TECHNICAL AND MARKETING SKILLS

I. MARKETING CENTERS

The ABAD program’s primary mechanism for improving rural businesses, technical
assistance and marketing skills was the operation of Marketing Centers that directly
provided assistance to local businesses. Through an extensively publicized competitive
bidding process, all eight Marketing Centers in four targeted economic corridors were staff
and open for business within the first year of the project.

Marketing Centers Established

Following start-up, ABAD developed the process of selecting local implementing partners
and related bid documents based on Chemonics’ experience from its project in Peru. The
design of the two-phase competitive process, focused on ensuring an inclusive and
transparent selection of Marketing Center operators, and that the bidders met the standards
of ABAD’s demand-driven approach. The two-phase process included an open submission
of interested bidder’s proposals for review and evaluation by a four member ABAD staff
committee, followed by a short-listed bidders conference prior to proceeding to Phase | |—
including submission of more detailed information and a presentation of the proposal to the
selection committee. Through this competitive bidding process, entities were identified to
operate all eight Marketing Centers in four economic corridors. This included the following
distribution of MCs within each of the respective corridors (see box, below).

In the Guba economic corridor, representatives of ten organizations attended the initial
bidders’ conference. After the completion of Phase | and Phase Il of the process, only one
organization in Guba was deemed qualified to operate a Marketing Center, but during
negotiations, the organization withdrew because it viewed available funding as insufficient to
reach program goals. ABAD consequently obtain USAID’s approval to directly operate the
Guba Marketing Center, employing staff and leasing office premises. The Guba Center was
the only Marketing Center that was not operated by a private company.

Composition of Marketing Center Staffs ABAD Marketing Centers by
All Marketing Center staff members were recruited Economic Corridor

from, and lived and worked in their economic

corridors.  As such, they brought first hand Guba Economic Corridor:
experience to bear on the opportunities and * Guba Marketing Center
challenges in their regions. They knew the political Lenkoran Economic Corridor:
and business environment and had strong and « Jalilabad Marketing Center
extensive community networks. These qualities » Lenkoran Marketing Center
enabled the Marketing Center staffs to accomplish = Salyan Marketing Center

one of their most important functions—acting as
‘honest brokers’ that encouraged trust among the
parties in the market change and facilitate
transactions.

Tovuz Economic Corridor:
= Tovuz Marketing Center
= Gazakh Marketing Center

Zagatala Economic Corridor:
Marketing Center Operations » Zagatala Marketing Center

= Sheki Marketing Center




Marketing Center Closure Due to Program Modification: As previously indicated to implement a
demand driven economic development approach in strategic geographic regions, the
program originally launched eight Marketing Centers (MCs) in four economic corridors
(ECs). However, in response to the serious funding constraints of the program due to the
modification, activities in two areas were closed—the Gazakh-Tovuz EC ended in June 2006
and later in mid-July 2006 the Zagatala and Sheki MCs—based on a strategic decision to
minimize the overhead cost and maximize direct assistance in the active program areas.
This was not well received by all sub-grantees, however, most remained cooperative to
assist programmatic objectives on an as needed bases during the program. Initially, it was
planned for the ABAD central office staff to provide specialized technical assistance to
numerous businesses in the Zagatala Corridor, but in practice, it was not realistic to manage
the relationship from Baku. The geographic distance and lack of resources inhibited the
ability to actively guide the businesses as much as ABAD would have preferred, and limited
direct assistance was provided upon client request.3

Guba and Lenkoran Economic Corridors: ABAD continued to work with four Marketing
Centers (MCs) operating and providing assistance to targeted businesses in the Lenkoran
and Guba Economic Corridors. In order to continue to provide ongoing services and
technical assistance to program clients as long as possible during the program period, the
operations of the Lenkoran and Salyan MCs continued until mid-August—although initially
planned for close-out in spring 2007. However, although the MCs remained operational,
moving into the final phase of the program, associated budget considerations necessitated
some staff reductions. The main MCs in each corridor, Jalilabad and Guba continued full
operations until the end of September, and supported program closeout activities during
October 2007.

Particularly during the latter stages of the program, the MCs continued to see significant
results as client businesses’ further developed and expanded operations with support from
the MCs. In the Lenkoran Economic Corridor, the combined results from the Jalilabad,
Saylan and Lankoran MCs contributed to 54% of the program’s results overall. The Guba
MCs’ results are also impressive, with a total increase in sales for client businesses reaching
$8,278,615 (approximately 35% of overall program results). In addition, although by the end
of the program the MCs in Zagatala and Gazakh Corridors had been closed for more than a
year, results from client businesses that received grants in earlier stages of the program
demonstrated continued growth in their business activities through the end of the program.

Marketing Center Sustainability:  Although within the proposal, the intention was for the
Marketing Centers to have the capacity and client base to recover operational costs and
generate profit by the end of the program, as implementation progressed it was apparent
that this emphasis counterbalanced the efforts of ABAD to create sustainable market
linkages. The Marketing Center staffs had to attempt to balance competing priorities—
between making immediate income and creating medium to long-term solutions, providing
services that client businesses needed but not yet ready to pay for. Therefore, pursuant to
conversations with USAID, partner organizations and consultants the cost share
requirement was ultimately determined to be at odds with other more important
programmatic objectives. To this end, the originally contemplated cost share agreements
with the Marketing Centers was eliminated in June 2005.

% Within these ‘closed’ corridors, ABAD only recorded results for grant clients.



Note on Confidentiality: In order to respect the confidentiality of IRC’s relationship with
the ABAD Marketing Center’s clients, the clients’ names are not included in the main body of
this report. References in the footnotes are to a table in Attachment | that identifies the
clients and provides current data on sales and employment generated. Copies of this report
distributed beyond IRC, its partners Chemonics and FLAG International and USAID should not
include Attachment |.

I.1 Support for Marketing Centers

The Business Services Unit within ABAD’s central office served as the direct link and
support for all MC operations and worked closely throughout the program with the MCs to
delivery quality assistance. Each business services coordinator was responsible for one or
two ECs. The coordinators work closely with regional business advisors to manage and
prioritize their work. They supported the MC efforts to identify new potential businesses,
define the best method of intervention, develop the necessary scopes of work for the
requested technical assistance and analyze the progress of the businesses and the business
advisors assistance.

Marketing Center Staff Development:  Despite the strengths of the Marketing Center staff
members, few of them possessed solid experience in providing business services. While the
ABAD program was not designed to focus on capacity building, it became apparent that
training was required to increase the Business Advisors’ ability to identify opportunities to
add value to products and facilitate the kinds of relationships and transactions between
producers and buyers that would allow ABAD to meet its sales and employment objectives.
Therefore, ABAD provided intensive training and coaching to Marketing Center staff
throughout program implementation, facilitated by a range of international consultants, as
through ongoing interaction with ABAD management staff.

Quarterly Program Workshops: All Marketing Center business advisors attended quarterly
program workshops conducted in the central Baku office. During each meeting, the
Monitoring and Evaluation unit shared cumulative results generated within each MC’s radius
during the previous quarter. Each MC shared the highlights and progress of their most
active clients and the team shared ideas about how to assist and approach business clients.
In general, these meetings provided an opportunity for the entire program staff to get
together to discuss the progress of the work, share ideas about how to assist and approach
businesses, in addition to addressing any constraints the team was facing. It was a mixture of
training, support for communication flow, information sharing and staff development all in
one. Although it was difficult to step away from the urgent daily tasks, these meetings
contributed to promote team building and effective management of the multiple businesses.

2. TECHNICAL ADVICE & TRAINING

As indicated above, during the early stages of the program training focused on staff
development—training and preparing business advisors to utilize and implement the
program’s tools and objectives—however, gradually shifted focused to pursuing outside
training opportunities. Similarly, the frame of technical assistance graduated to focus on
client businesses more than the MC staff. The main thrust was working with processing
enterprises to identify their needs and to address their hindrances to growth, whether it was
identifying new varieties of vegetables for canning, organizing and guiding the cultivation of
quality raw material supply, new natural dye techniques, or the prevention of animal
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diseases. In addition, the program looked for the best agricultural innovations for both
producers and processors and how to apply these experiences and technologies en mass.

Technical Assistance: Technical advice and training provided one of the main tools of the
program to provide direct assistance to address constraints to individual client businesses.
Depending on the specific need and client business, the program provided technical
assistance through a range of consultancies and trainings, as briefly outlined below and
described in more detail in previous reports. To maximize the impact much of the technical
assistance focused on high impact clients and ranged from supply chain organization,
improvement of cultivation techniques, as well as increasing quality, adding value into current
production and strengthening market linkages to encourage increased sales.

A. Short Term Consultancies:

The Business Services Unit, in collaboration with the Marketing Centers supported a range
of clients through the provision of short-term consultancies to address specific client
business needs. Throughout the program engaged 27 consultants and 8 international
consultants to provide technical assistance to address specific needs of target clients.

Throughout the program, it remained a challenging and time consuming process to identify
well qualified personnel to take on positions for short-term contractors, able to work semi-
independently yet remaining responsive and accountable to both the program and the
business to which they provided assistance. However, as illustrated through the examples of
technical assistance provided in section 2.1 below, this challenging process often resulted in
significant benefits in the development of client businesses, and contributed to the overall
achievement of program targets.

B. Training and Exchange Programs:

In addition to training and advice provided through short-term consultants and MCs, the
program staff collaborated with USAID partners and other entities to provide a range of
training and exchange opportunities to improve skills and knowledge of program staff, client,
and other program stakeholders to contribute to their respective ability to support
economic development activities. As detailed in previous reports, some illustrative examples
of the training activities conducted during the program include the following:

International Trainings
= “Irrigation Systems for Intensive Crop Production” (Israel, March 4-18, 2007)—

implemented in close collaboration with World Learning START program and
the Israeli Embassy to Azerbaijan on behalf of the Ministry of Foreign Affairs of
Israel and MASHAV (The Center for International Cooperation and the
Agricultural Training Center in Israel (CINADCO).

= “Strategies to Strengthen the Market Chain” (Estonia, April 16-2 ,2007)—
implemented in collaboration with the START program.

In-country Trainings
= “Pesticide Training”—conducted by an international training consultant, Alan
Schroeder, in Baku on June I1-12, 2007.
= “Sugar-beet Production Workshops”—conducted in Agjebedi and Imishli regions
in June and July 2007 in collaboration with the Azerbaijan Sugar Production
Union, a branch of Azersun Holding.
= “Avian Flu Training”—conducted by Jalilabad Marketing Center

11



2.1 EXAMPLE RESULTS ACHIEVED THROUGH PROGRESS IN CLIENT

BUSINESSES

ABAD’s operations covered a range of about 50 products in || economic sectors. The
following diagram reflects the cumulative sales growth per sector:

Table A: ABAD SECTORS

ABAD SECTORS

55%

9%

@ Processing- $12,801,668

[l Vegetables- $3,490,051

O Technical crops- $2,434,057

O Production- $2,110,576
W Poultry- $1,348,899

@ Fruit Growing- $726,529

M Animal husbandry- $313,933

O Service- $309,218

B Carpet manufacturing- $102,652

[ Fishery- $95,006

[0 Bee-keeping- $78,264

Sector Product Cumulative Sales % of Total Sales  Small holder
Category Types Increase (USD) Increase* Producers
hazelnuts, canneries,
Processing natural juices, tea 12,801,668 55% 13,608
leaves
cucumber,
Vegetables watermelon, tomatoes, 3,490,051 15% 136
potatoes
Technical crops clover, sunflower 2,434,057 10% 211
Mineral water,
Production cardboard boxes, 2,110,576 9% 100
bakery, pasta, plastic
windows and doors
Poultry Chicken breeding 1,348,899 6% 0
Fruit Growing | omesranate, apple, 726,529 3% I
persimmons
HuAsrl])I;Trl::IIry Meat, milk 313,933 1% 5
Service Flour mill, beauty salon 309,218 1% 1,314
Marﬁ?:ff:ﬁng Carpet weaving 102,652 0% 30
Fishery Fish breeding 95,006 0% 0
Bee-keeping ' oneY and honeycomb 78,264 0% 200
production
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* Due to rounding of overall figures within the database, sectors with less than [% of overall cumulative
increase in sales are indicated as 0%.

During the overall implementation period, the ABAD Marketing Centers provided services
to 57 entrepreneurs and SMEs and created backward linkages to 15,615 smallholder
producers. At the time of the program modification, in response to budget cuts and a
shortened implementation period, the program analyzed and re-prioritized clients in
accordance with the level of impact derived from program assistance. This resulted in a
reduction in the number of active clients from 57 to 49—of which, |7 were considered high
impact, four medium impact, 23 as strategic, while another five were mostly connected to
leasing and credit facilities.

To better illustrate some of the positive impacts of the MC interventions the following pages
are broken down into three general categories: those that involve strengthening market
linkages; and high-impact interventions that provide indirect assistance to small holders.

2.1.1. MARKET LINKAGES

Overall, through the Marketing Centers the ABAD program supported the identification and
linkage of 24 international and 69 local buyers and producers. As highlighted in previous
performance reports, a number of ABAD’s high impact clients established relationships and
signed agreements with new buyers, thereby increasing their business opportunities and
sales. The following section will provide a few illustrative examples of the types of market
linkages the ABAD assisted in facilitating for program clients.

A. International Markets

Salyan based processing plant: In close collaboration with the Salyan Marketing Center, one
ABAD client, a Salyan based processing plant, increased its sales through completing a
contract with businesses in Kazakhstan. As arranged by the client, a Salyan Business Advisor
traveled to Kazakhstan to negotiate the new contract agreement worth $420,000 for the
export of 12 products. Initially the contract included the bulk export of products including
various fruit jams and juices (pomegranate, feijoa, pumpkin, etc.) and olive products. In
addition, the business continued to export its products to Russia, Ukraine, Canada, the
United States, and Greece.

Given the increased diversification of production lines and products of the processing plant,
to include a wide range of products including diary, numerous canned vegetables and fruit
products, tomato paste, honey and refined cotton, the client will continue to seek
opportunities to expand current and identify new opportunities for gaining increased access
to export markets. Prior to the end of the program, the client received ‘kosher’ compliance
with rabbinical standards of its products, which will open additional market opportunities.

B. National Markets

Devechi based biohumus producer: The Devechi based biohumus producing company gained
national recognition as it worked to promote the benefits of organic fertilizer. ABAD
assisted the company in holding community meeting in the Southern Corridor in addition to
meetings in their home region of Guba. In response to farmers’ response to these meetings,
the company sponsored two test plots in two separate apple orchards in Guba. Meanwhile
in Lenkoran, vegetable producers with more than 15 ha of land purchased 25 kilos of the
fertilizer for the spring cultivation. Eager to build on the momentum, the company
developed promotional brochures and purchased a delivery truck. The business also
diversified to include landscaping and gardening services to create a joint venture with a
Russian company. This joint venture with the Russian company will open a direct avenue to
the Russian market and allow the company to focus on development of more organic

13



products. In autumn 2006, the State Oil Company of the Azerbaijan Republic (SOCAR)
contracted the company to landscape SOCAR’s new office grounds. The business hired
eight people and used more than eight tons of biohumus for the $65,000 project.

Cardboard packaging company: Similarly, a cardboard packaging company is capturing the
national market in Azerbaijan. With assistance from ABAD to develop a more aggressive
marketing campaign, including developing a brochure and facilitating contacts with new
companies in Azerbaijan, the company filled the void in the value chain. The Gusar based
company started its activity in 2005 and was the only producer in the Guba-Khachmas
regional market. The company was moderately successful for about a year, until avian
influenza emerged in Azerbaijan, and the main customers, broilers, no longer demanded a
high amount of cardboard packaging products. The broilers had constituted about 40% of
the company’s buyers, and had been the main focus of marketing efforts. The company
requested assistance to promote their new product and create linkages with new clients not
involved in poultry. ABAD developed quality promotional brochures with a complete
description of the product and services of the company. The promotional materials and
meeting with other ABAD assisted businesses alone catapulted the business from a regional
entity to a national entity with 20 new clients in the first six months. Now, broilers are
marginal buyers, while due in large part to new contracts with canneries and producers, fruit
and vegetable buyers constitute 60% of the company’s buyers.

2.1.2 High Impact Interventions

A. Canneries

Through the end of the program, ABAD
continued to work with canneries in both
the Guba and Lenkoran Economic
Corridors to assist in the improvement of
supply organization, support proper
cultivation  techniques of vegetables
required by the processors, facilitate
negotiations with small-holder producers,
organize their supply of agricultural
products and to facilitate negotiations with
farmers. It should be noted that all
processing plants in the region are
suffering from unstable raw material supply
and its non-compliance with processing
requirements. From the other side,
farmers also need continuous support and
clear information flow from the processor
to better understand their requirements
and be able to meet them.

In the northern corridor, building on the community meetings with local producers and
other activities, one consultant, Mr. Hanifa Aslanov, worked with one cannery in the Guba-
Khachmaz region since February 2007 to assist in organization and increase of supply to the
facility. As a result of this consultancy, the number of small holder producers supplying the
company increased by 333 individuals from 68 communities. During this process, Mr.
Aslanov worked directly with the farmers to assist them by increasing productivity through
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disease control, and also to understand the potential of working with the processing plant,
including the importance of their activities in the region and as an integral part of the supply
chain. These activities have contributed to an increase in supply to the company for
products such as walnuts, cherries, cucumbers, eggplants, peppers and tomatoes, and overall
doubling the amount of produce available to the company in comparison to last year.

In the south, ABAD worked with several canneries to improve supply and proper cultivation
techniques. The main focus of activities in the region continue to be on two Lenkaran
based canneries, where short-term consultants recruited by ABAD work closely with both
the canneries and small holder producers to establish stable and sustainability links between
both sides. In one of the canneries, which has historically struggled with obtaining sufficient
produce inputs thereby limiting production, with the assistance of the consultant negotiated
and signed more than 20 new contracts with small-holder producers during a one month
period. Beyond these activities, ABAD expanded its interaction with canneries in the region
and collaborated with five canneries to help them receive required agricultural produce
suitable for processing. Activities related to this consultancy covered a wide geographic
region, including Lenkoran, Masally, and part of Astara. As an overview of impact of these
activities during the program, the chart below provides a summary of the increase in sales
and production for the participating canneries.

Cannery

Location

Increase in Sales
during Program

Increase in
Employment (Total
Person Days)

Total Number of
Small holder
Producers

Lenkoran (1) $1,920,473 93,989

Lenkoran (2) $774,699 39,704 600

Lenkoran (3) $354,708 19,667 300

Lenkoran (4) $322,755 18,541 150
Salyan $984,122 80,745 370
Total $4,356,757 252,646 1,920

B. Sugar Beet Processing Plant

As with other high impact clients, ABAD activities to support the Imishli based sugar beet
processing plant focused on increasing the supply of produce available for processing. This
strategy aimed to benefit from the high potential impact of an increasing number of farmers
cultivating or intending to cultivate sugar beets in the future—both in terms of increasing
supply for the processor and as a marketable crop for producers. Based on detailed studies
of cultivated crops in Azerbaijan, sugar beet production was deemed to be beneficial in
comparison with the majority of
other traditionally grown crops
in the country. Through the
extended regional consultancy,
initiated in August 2006, ABAD
directly worked with farmers in
the  central regions  of
Azerbaijan where cultivation of
sugar beets is considered
optimal due to soil structure.
Through work-shops, technical
assistance and provision of
printed materials, ABAD
worked to provide guidance
and tools to improve sugar beet
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crop cultivation, supported by one long-term consultant and numerous short-term
consultants to focus on specific aspects of assistance.

In addition to recruiting local consultants, ABAD worked with the USAID funded Farmer-to-
Farmer program (ACDI/VOCA) to engage a sugar beet specialist from the US to meet with
agricultural specialists at the processing facility and review the fields and crops of local
farmers. After a two-week consultancy, the sugar beet specialist was optimistic about the
potential for sugar beet production in Azerbaijan and provided a list of recommendations for
improvement. The most positive observation shared by consultant was the potential to learn
from sugar beet farmers in Oregon and California who are able to plant a second rotation in
winter months. He believes Azerbaijan winters are mild enough to support a ‘winter’ crop
as well, which could double the yield for the processing plant and provide an opportunity for
farmers to grow an additional crop in the ‘off season’ every few years. This would still allow
them to keep with the more traditional crops they currently grow during the prime
agricultural season on an annual basis.

C. Dairy Production

Dairy production is one of the fastest growing agricultural sectors within Azerbaijan. ABAD
worked with several dairy businesses, two of them located in Lenkoran Economic Corridor.
Activities included support for a Lenkoran-based dairy plant to improve general production
and establish sanitary guidelines for dairy production, ABAD worked in collaboration with
Farmer-to-Farmer program of ACDI/VOCA and invited an American dairy consultant Jon
Zander to work with the businesses from 24 April until 2 May, 2007. Despite the short term
of this consultancy, it helped both businesses to improve general production flow, safety
regulations and sanitation at the production site.

Assistance for the Salyan based dairy production business, included technical assistance
focused on assisting the processor to properly organize the milk collection process from
small holder producers and to produce quality products to meet production and consumer
standards. A local short-term consultant assisted the client identify incompatibilities with
technical requirements, primarily related to installed equipment within the processing facility.
As follow-up to the consultant’s recommendations, the client implemented a reorganization
and restructuring of the operational area and equipment based on the feedback. In addition,
the consultant provided training for plant employees to equip them with necessary skills and
knowledge for production of curd, plain yoghurt, sour cream, as well as abide by the safety
and sanitary rules and prepare disinfecting solution to clean the production area.

The consultant’s input enabled initial production of new kinds of cheese and yoghurt using
specific technology previously unknown to the plant operators. Furthermore, the
production of the yellow cheese has started after the ABAD’s short-term consultant helped
to repair the vacuum packaging equipment necessary for its production. Overall, the
effectiveness of this consultancy was demonstrated by the level of satisfaction of the client,
who has offered the consultant opportunities to continue working in the future to provide
assistance in further development of the business.

B. INTERMEDIATE RESULT 1.3.3.2 INCREASED ACCESS TO
PRODUCTION INPUTS

The grant component within the ABAD program was designed to contribute the
achievement of increased sales and increased job creation for program clients. During the
program, direct grants to clients served as one of the main tools available to support clients
to address a key constraint to the development of rural enterprises and farms—the difficulty
of acquiring modern, high-quality equipment. These grants, which required matching cost
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contribution from the clients, provided the ‘seed capital’ for small entrepreneurs, impacting
their productive capabilities and assisting them to become more attractive to commercial
lenders in the future. In addition in order to focus on improving and increasing the access to
rural credit and leasing opportunities, FLAG International worked to assess the credit and
leasing environment in Azerbaijan and devised and implemented mechanism to leverage
grant funds to mobilize private capital for credit and leasing.

During the program, a total of 17 grants were disbursed, which included the procurement of
the requested equipment and delivery to the grantee’s business. Cumulatively, all equipment
granted during the life of the program had a total value of $232,600 — with matching cash
contributions of $139,550 from grantees. In addition, for the two grants under the leasing
component the selected companies pledged in-kind contributions of $1,240,000 in leasing
capital, which was exceeded by the end of the program with a total in-kind contribution of
leasing capital of $1,448,000, as referenced in section 2 below.

I. DIRECT GRANT SUPPORT TO MARKETING CENTER CLIENTS

Another main tool available to the Marketing Centers to assist their clients included direct
grants. The grants component served to address a key constraint to the development of
rural enterprises and farms—a lack of modern, high-quality equipment. These grants, which
required a matching cost share from the client, provided the ‘seed capital’ for small
entrepreneurs that had dramatic impacts on their productive capabilities and helped them to
become more attractive to commercial lenders in the future.

Grants Manual & Selection Process: During the initial stages of the program, the
manual outlining ABAD’s grant component was updated to reflect the intention that grant
activity would primarily target market opportunities for the production and processing of
agricultural commodities. The objective was to leverage technical assistance with grant funds
to promote local economic development projects that support the ABAD Marketing
Centers and their client base. Grant support was designed to primarily take the form of
equipment and machinery, with a focus on new technology. The grant evaluation and
selection procedure included five criteria identified as important and critical to achieving the
desired impact of the grant. The weighting of these characteristic in the grading system
included the following: sustainability—25%; matching funds—25%; value generation and grant
leverage—25%; community support—I|5%; and opportunities for women and vulnerable
groups—10%.

In line with the procedures outlined in the Grants Manual, the Grants Unit worked with
Marketing Center staff to assist clients in completing necessary grant proposal
documentation. However, due to the interconnected nature of various components of the
ABAD program, and to ensure that all assistance provided through the program complied
with its demand-driven approach, each Client Development Plan had to be approved by
ABAD project management prior to the provision of grant support or other technical
assistance.

Grants to Marketing Center Clients:
During the program, with a total grant investment of $93,050, grantee businesses increased

sales by $6,443,705 through utilization of granted equipment. Cumulative results for all grant

clients are summarized below, after the final round of monitoring conducted in October
2007.
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I. Furniture Production4, Sheki, $2,500

Client business: Client engaged in furniture
production since 1999, originally working
from a room within his house, and over time
increased volume of activity and relocated
into a large workshop in 2001.

Grant input: Modern circular table saw
specific for furniture production to address
the problem of limited capacity of existing
equipment.

Impact:  New equipment allowed for an
increase in the variety of the client’s
products, and ability to produce high quality furniture. After receiving the grant the client
hired five male permanent employees. According to M&E results by the end of the project,
the client increased sales by $90,189 through mid-October 2007 and increased employment
by 3,747 person days.

2. Honey Production’, Sheki, $12,000

Client business: Client began a small-scale,
private honey production in 1995 and began
commercial honey production in 1998. Initially
the client sold honey in small-sized containers
in the city of Sheki, but later expanded sales to
Baku and other areas of the country.
However, much of the production process was
manual resulting in quality problems and
contributed to a high percentage of losses.

Grant input: The grant included two pieces of
equipment, an extractor and uncapper,
procured from the US based on the clients
explicit request for a particular make and
model. Unfortunately, upon installation it was
discovered that the uncapper was not appropriate to the client’s specific needs as
anticipated. Therefore, the client and ABAD hired specialists to examine the equipment and
make necessary modifications to allow the equipment to be used effectively by the client.

Impact:  Despite the delay in utilization of the equipment, the client demonstrated an
increase in processing capacity and created an increase in sales of $70,926 and 3,928 person
days of employment by the end of the program.

3. Apple Orchard Tractoré, Guba, $12,000

Client business: Client started fruit farming business in 1999 after working for many years
on other farms. The client’s orchard located in the northern region of Guba and is close to
the Russian border—which is the main market for his apples and plums.

“ See Attachment |, Sheki Client No. |
5 See Attachment |, Sheki Client No. 2
¢ See Attachment |, Guba Client No.5
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Grant input: The grant consisted of a tractor with a
pesticide sprayer attachment to address the lack of
consistent access of the client to spray, plow or harvest
his apples in a timely manner contributing to a high
percentage of spoilage, resulting in financial losses.

Impact: Supported by the grant input, the client made
a significant increase in production, sales and
employment. As the business expanded, the client
hired two permanent (male) and 10 seasonal
employees (2 female and 8 male) after receiving the

grant equipment. In addition, the client’s attributable
increase in sales reached $508,672 and an employment increase of 13,083 person days by
the end of the program period. The client’s business is on track to continue to increase
increased revenue has allowed for the planting of a new four hectare apple orchard with a
new French apple variety and also the construction of a cold storage facility unit.

4. Honeycomb Processing’, Zagatala, $5,200

Client business: Client has been engaged in beekeeping for over 20 year in the Zakatala
region and owns over |50 bee families. In the last few years, the
client has produced on average 3,000 kgs of honey, with
approximately 70% sold in Baku.

Grant input: The grant consisted in the purchase of a system
for producing wax honeycomb bases for beekeeping to support
the growing honey export business in Azerbaijan, and eliminating
the expensive and time-consuming process from ordering the
equipment from Baku. The use of bases will expedite the
honeycomb construction, thereby increasing the beekeeper
overall honey production.

Impact: Unfortunately, due to the timing and installation of the
equipment, the client was not able to use it for the 2006 season. However, subsequently the
client has been able to use the grant equipment to make bases for the client’s own business,
and the sale of honeycomb bases to other local beekeepers. By the end of the program, the
attributable increase in sales for the client’s business were $7,338, with an increase of 821
person days of employment. In addition, the client worked with 200 small holder producers
during the ABAD program.

5. Hazelnut Processing 1118, Zagatala, $12,000

Client business: The client company is a mid-size hazelnut
exporter to European markets, which faced challenges in
sourcing enough de-husked hazelnuts from local farmers—as
local farmers only have access to hazelnut de-husking
machines supplied by Turkish buyers.

7 See Attachment |, Zakatala Client No.6
8 See Attachment |, Zakatala Client No.5
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Grant input: The grant included the purchase of two de-husking machines, eliminating the
need for the client to continue renting the machines when available.

Impact: The equipment arrived in the middle of the season and immediately put to use.
The machines de-husked 600 kgs of hazelnuts in a mere 20 minutes, a task which previously
took two full days to complete by employees. Due to the increased capacity, the company
sources more hazelnuts from local farmers, contributing to their profits as the costs of de-
husking decreases. In addition, the equipment contributes to the production of better-
quality de-husked nuts. By the end of the program, the client achieved a $70,500 increase in
sales and an increase of 12,602 person days in employment. In addition, the client worked
with 1,680 small holder producers during the ABAD program.

6. Biohumus?, Guba, $7,300

Client business: Client is a small start-up operation introducing a new product—bio-
humus—in Azerbaijan. The business is based on using California Red Worms to produce
bio-humus from cattle fodder and other waste
material, considered superior to normal chemical
or simple manure fertilizers, used for gardening,
high-value horticulture and other applications.
The Ministry of Agriculture is assisting the client
to promote bio-humus fertilizer in the country
as an environmentally friendly alternative to
chemical fertilizers.

Grant input: The grant assisted the company
purchase 500 kilograms of worms to increase
bio-humas production to help meet expanding

customer demand in Azerbaijan.

Impact: With support of ABAD activities, the client has achieved significant growth within
the business including an increase in production, sales and employment. After receiving the
grant, the client hired six permanent employees and five seasonal employees. In addition, by
the end of the program the client achieved an attributable increase in sales of $190,057 and
an increase in employment of | 1,718 person days.

7. Flour Mill Electric Line!?, Jalilabad, $14,800

Client business: The client operates a flour
mill, which mills flour, cleans seeds and mixes
feed in the region of Jalilabad. Access to
reliable electricity often inhibited the steady
mill operations and created a dependence on
unreliable and expensive generator to continue
activities.

Grant input: The grant consisted of the
installation of a new electric power line to
provide a continuous source of electricity to
the flour mill.

? See Attachment |, Guba Client No.4
19See Attachment I, Jalilabad Client No. 5
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Impact: After installation of the electricity line, the mill has increased its running time from
7-8 hours a day to 14 hours per day, which has led directly to a significant increase in output.
During the program, the client made a $228,137 increase in sales and hired eight permanent
male employees, contributing to a total increase in 6,892 person days in employment. In
addition, the business doubled its increase of flour, a 20 times increase in cattle feed and 18
times increase in wheat cleaning. There has also been a significant increase in the number of
local farmers served by the mill—previously 340 smallholder producers to over 1,300. This
high-impact client is now providing wheat milling services to small holder farmers that
previously had to transport their wheat over long distances to other mills, but can now done
locally. Thereby also creating a positive impact on local farmers who are able to reduce
their costs by access the local mill, and increase their profitability. The client has plans to
expand this business with construction and operation of a new bakery on his existing
property.

8. Tea Leaf Processing!!, Lenkoran, $3,450

Client business: The client, a previously-owned
joint stock company, that processes green tea
leaves into black drinking tea, was established in
the 1950s and was once among the largest
industrial facilities in the area.

Grant input: The grant consisted of new
automated equipment for cleaning and sorting tea
leaves, allowing the company to clean sort, and
pack black tea in foil packets faster and in larger
quantities than previously achieved manually.

Impact: After receiving grant equipment, the client demonstrated significant progress in his
business supported by the increased production output enabled by the new automated
equipment. During the program, the client’s increase in attributable sales was $223,617, and
the client employed 22 new female employees. This contributed to a total increase in
employment of 17,825 person days. In addition, the client worked with a total of 263 small-
holder producers.

9. Beauty Salon Furniture'2, Gazakh, $2,500

Client business: The client business is a beauty
salon in Gazakh, among the most popular in the
region, providing services that are usually only
available at Baku salons. The client approached
ABAD for assistance to develop a business plan for
the client’s newly built salon.

Grant input: The grant consisted of purchase of
beauty salon furniture, to contribute to the creation
of more capacity within the salon and creation of
new jobs for skilled technicians whom the client has

trained recently to support increase access to
services by women in surrounding areas.

' See Attachment |, Lenkoran Client No |
12 See Attachment |, Gazakh Client No |
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Impact: After the completion of construction the new beauty salon, and installation of the
granted equipment the client hired seven permanent employees (5 female and 2 male).
During the life of the program, the client achieved a $49,35| increase in sales and 1,648
person days of employment.

10. Flour Mill Vehicle!3, Guba, $4,000

Client business: The client business, a flour
mill that processes flour which had recently
expanded into pasta and bread production.
The new bakery facility is located about 20 km
from the main facility in order to serve a wider
sales area.

Grant input: The grant consisted of a delivery
truck to assist the company’s product

distribution in the area.

Impact: In addition, to the expansion of the

product line—including the initiation of
macaroni production—the deliver truck contributed to the continued growth of the client
business. During the project implementation period, the client generated a $521,241|
increase in sales and hired 20 new permanent employees (16 female and 4 male),
contributing to an increase in employment by 16,499 person days.

1. Hazelnut Processing 1'4, Zagatala, $6,800

Client business: Client business primarily engaged in supplying hazelnuts to export
companies, buying hazelnuts from farmers in the region in order to dry and shell the
hazelnuts for packaging. The grant request was for assistance in upgrading the production
facilities.

Grant input: The grant input included the
laying an  asphalt-drying surface and
purchasing new scales, drying tanks and
storage sacks.

Impact:  Unfortunately, during the first
season after equipment installation the
client’s business encountered challenges
related to a high percentage of aflotoxin in
the harvested products, due to extremely
warm weather during the season and lack of
adequate awareness of supplier farmer on
how to store properly the newly collected
wet hazelnuts. This was compounded by low market prices of Turkish hazelnuts. However,
despite these obstacles, by the end of the program using the facilities enabled by ABAD
grant assistance the client generated $475,739 in increased sales and an increase of 66,336

'* See Attachment |, Guba Client No 7
4 See Attachment |, Zagatala Client No. 3
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person days in employment. In addition, the client worked with 1,200 small holder
producers during the ABAD program.

12. Hazelnut Processing I1'5, Zagatala, $7,000

Client business: Client business primarily engaged in supplying hazelnuts to export
companies, buying hazelnuts from farmers in the region in order to drying, shelling the
hazelnuts for packaging. The grant request was for assistance in upgrading the production
facilities.

Grant input: The grant input included the
laying an asphalt-drying surface and purchasing
new scales, drying tanks and storage sacks.

Impact: The client also faced the same
problem with aflotoxin mentioned in the
section above. However, by the end of the
program the client generated an increase of
sales of $1,743,643, and an increase of 242,499
person days in employment. In addition, the
client worked with 3,000 small holder
producers during the ABAD program.

13. Potato Cold Storage!s, Jalilabad, $18,500

Client business: The client was a potato farmer and trader seeking to increase local
farmers’ sales volume and improve product quality with construction and installation of a
cold storage facility.

Grant input: The grant included the
construction and installation of a cold storage
facility. The cold storage facility was
constructed to address the challenge faced by
local farmers of storing potatoes after
harvesting due to the high temperatures in the
region. This was the largest and most complex
ABAD grant.

Impact: The cold storage facility added a new
component to the client’s business. With the
facility the client is able to store harvested potatoes in the cold storage until with winter
season when the potatoes can be sold at a higher price. After receiving the grant
equipment, the client hired 14 permanent (7 male and 7 female) and |2 seasonal employees
(4 male and 8 female). By the end of the program, the client business achieved a $1,977,800
increase in sales and increased employment of 82,391 person days. In addition, the client
worked with 37 small holder producers during the ABAD program.

4. Bakery Oven'7?, Salyan, $13,000

' See Attachment |, Zagatala Client No.4
16 See Attachment 1, Jalilabad Client No.2

23



Client business: The female client owns and
operates a bakery established approximately
four years ago, and supplies consumers and
institutional buyers in the area with a variety of
bread products. Upon requesting ABAD
equipment, the client’s bakery operated
electric ovens, which were unreliable and
expensive to operate. In addition, the ovens
were in a poor condition and produced lower
quality products than required by customer
demand.

Grant input: The grant equipment included a new double rack oven which contributed to
an increase in demand for the bakery’s improved products

Impact: The grant input assisted in the development of the client’s growing business, which
now includes buyers such as restaurants and wedding palaces. By the end of the program
the business has seen a $88,700 increase in sales and 1,898 person days in employment.

I15. Furniture Manufacturing's, Jalilabad, $5,000

Client business: The client, in the furniture manufacturing business since 2001, focused
primarily on producing sofas, armchairs and tables. However, the client identified additional
buyer demand for a number of other types of
furniture pieces, but in order to diversify and
manufacture the new products the company needed
additional equipment.

Grant input: The grant assisted the company to
obtain a new sliding table saw for producing corner-
kitchen furniture and office furniture, delivered and
installed by November 2006.

Impact: After receiving the grant, the company
utilized the new equipment to make over 500 pieces
of new furniture in its new production lines, and continued to increase production to fill a
backlog of orders. By the end of the program, the client increased sales by $197,795 and an
increase of 6,499 person days of employment.

'7 See Attachment |, Salyan Client No. 12
'® Attachment |, Jalilabad Client No 12
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16. Dairy Processing, Two grants for two new LLCs, Lenkoran, $18,500

Client business: The client businesses were two community based LLCs, created to serve
as milk collection centers to supply a new large-scale dairy processing plant in Lenkoran
scheduled to start operations in the near future. Therefore, to position themselves as
suppliers for the processing plant, the
two communities elected to create
new LLCs and requested ABAD
assistance through the Marketing
Center to access a grant to support
the purchase of two milk storage
tanks. As with other grants, the
LLCs will contribute approximately
half of the requested equipment
costs. The plan was for the
collection centers to be wholly
owned and operated by the
community LLCs, with a pre-defined forward purchasing agreement to supply quality
material to the Lenkoran based processing plant.

Grant input: The grant equipment included a three-ton and 1.5-ton milk storage tank
delivered to the two community LLCs in May 2007.

Impact: Unfortunately, due to the delays in the start-up operations of the Lenkoran dairy
processing plant and questions of viability of the use of equipment for its intended purpose,
representatives from the two LLCs requested that ABAD return its community contribution
for the grant equipment and remove the milk tanks from their respective communities.
Therefore, the ABAD team worked to identify an alternative LLC to utilize the milk tank
equipment as community collection centers. A community based LLC in Sabirabad was
identified to utilize the tanks for collection of milk from small-holder producers in the area.
Due to the late transfer of this equipment to the alternate LLC, there are not results to
report within the program period.

2. EXPANDING LEASING SERVICES TO ECONOMIC CORRIDORS

In order to identify potential mechanisms for leveraging the grant funds to mobilize private
capital for credit and leasing in ABAD’s geographic areas FLAG International’s Leasing and
Credit Specialist, Daniel Gies, performed a comprehensive assessment!® of the leasing
environment in Azerbaijan in 2005 and determined that as major constraint to rural business
development was the lack of access to equipment and machinery. Several recommendations
for leasing interventions were developed, and the implementation of these recommendations
over the project years 2 and 3 leveraged ABAD grant funds to extend the reach of existing
leasing programs into ABAD’s economic corridors.

Leasing Support Initiative (LSI): Under this initiative, the ABAD program completed
agreements with two leasing institutions—CredAgro and Unileasing. These grants were
designed to help develop leasing product access in ABAD areas—for ‘CredAgro’ through
support for existing structures and ‘Unileasing’ to open branch offices in new market areas.
These two grants total $108,000 and were projected to leverage $1,240,000 in leasing
capital in ABAD’s economic corridors. However, by the end of the program the two

1 The report is available at http://pdf.usaid.gov/pdf docs/PNADE726.pdf
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institutions have exceeded their agreed targets and leveraged a cumulative total of
$1,448,000 to 63 clients in ABAD corridors:

2.1 “CredAgro”, $40,000 — “CredAgro” is a non-bank credit organization that has branch
offices in most regions of Azerbaijan, and mainly provides small and medium sized loans to
local entrepreneurs.

As indicated in the grant agreement in February 2006, “CredAgro” received a total of
$40,000 grant assistance from ABAD. As part of the grant agreement, “CredAgro” pledged
to provide leasing products in the amount of $240,000 to local entrepreneurs in the ABAD
corridors by the end of the program. As of October 2007, “CredAgro” has approved
cumulative leasing products in the amount of $334,954 to 25 clients within the ABAD
corridor, as summarized in the table below:

Table A: Lease activity of “CredAgro” in ABAD Economic Corridors:

Name of client amLoej;: in Location Lease Equipment  Type of Business
usb
Jamil Aliyev $10,434 Masalli Kamaz Truck Transportation
Idrak Hajiyev $9,638 Masalli Truck Trailer Transportation
Firudin Guliyev $12,232 Jalilabad Ford Micro-bus Transportation
Aliheydar Kazimov $13,126 Masalli Kamaz Truck Transportation
Rasim Abdullayev $10,130 Khachamz Kamaz Truck Transportation
Muradov Eldaniz $4,598 Jalilabad Tractor 150 K Agriculture
Rustamov Saxavat $3,678 Guba Tractor DT-75 Agriculture
Musayev Faxraddin $36,782 Guba Mercedes Bus Transportation
Abbekov Mirabbas $7,816 Guba Mercedes Transportation
Suleymanov Alixan $11,375 Guba Kamaz Truck Transportation
Hasanov Allmammad $11,496 Guba Mercedes Bus Transportation
Karimov Nusrat $13,519 Khachmaz Kamaz Truck Agriculture
Hidayetov Naseh $2,582 Guba RAF Micro-Bus Transportation
Bagirov llham $9,762 Guba Ford Truck Transportation
Abdullayev Elnur $15,727 Guba Ford Micro-Bus | ransportation
Huseynov Shahin $9,320 Guba Gaz Truck Agriculture
Alakbarov Rustam $5.230 Guba ZIL Truck Agriculture
Bayramaliyev Rovshan $6,537 Guba GAZ Truck Agriculture
Ibrahimov Rahim $4,204 Khachmaz GAZ Truck Agriculture
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Babayev Aslan $14,014 Khachmaz KAMAZ Truck Construction

Yusifov Isa $12,291 Zakatala Mercedes Bus Transportation
Mammadov Iftikhar $52,687 Sheki TATRA Excavator Agriculture
Kamilov Famil $6,104 Guba Gaz Micro-bus Transportation
Huseynov Gulaga $36,640 Guba Mercedes bus Transportation
Sixaliyev Mobil $15,032 Khachmaz Kamaz Truck Transportation
Total $334,954

During the grant period, CredAgro cooperated with ABAD program quite regularly,
contributing to successful implementation of this component. Existence of branches in all
ABAD Economic Corridors made a positive impact on the development of regional
entrepreneurship and helped to gather detailed information on local markets. Therefore, in
quite a short time, while being a new product “leasing” has managed to meet demand, as
well as exceeded the original expectations from its activities. At the end of the program,
CredAgro’s regional leasing portfolio possessed a high quality and continued to perform at
high growth rates.

CredAgro has established strong partnership with several foreign funds that helped to
increase outreach of its activities through increasing its loan capital, and leasing is considered
a strategic component among their current products. Therefore, it is anticipated that
CredAgro will continue providing its service and maintaining easy access to leasing for
regional entrepreneurs beyond the life of the program.

2.2 “UniLeasing’”, $68,000 — “UnilLeasing” initially specialized in leasing to the
construction, medical and transport sectors mainly located in the Baku area. However, with
support of the ABAD grant “UniLeasing” opened three new regional branches in ABAD
corridors in 2006, with an additional branch opened in Guba in 2007.

As designated in the grant agreement signed in March 2006, “UnilLeasing” received $68,000
in grant assistance from ABAD. As part of the agreement “UnilLeasing” committed to
provide leasing services in the amount of $1,000,000 in ABAD corridors. As of October
2007, “UniLeasing” approved leasing products in the amount of $1,170,820 to 41 clients,
thereby exceeding its commitment. In addition, UniLeasing dispersed leases for $971,592 to
16 clients in non-ABAD corridors from branch offices established in ABAD target regions.

Table B: Lease activity of “UniLeasing” in ABAD Economic Corridors:

Name of client Lease Location Lease Equipment  Type of Business
amount in
usD
Shamkir,
BisMak MMC (2) $53,929 Ganja, Truck Production
Khanlar
Bayram-M (2) $42,077 Masalli Tractor Transportation
Bayram-M (3) $25,709 Masalli Truck Transportation
Bayram-M (4) $41,769 Masalli Tractor Transportation
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Bayram-M (5) $69,885 Masalli Truck Transportation
Simona LLC $25,449 Masalli Catering Tourism
Equipment
Simona LLC $5,425 Masalli Vehicle Tourism
Simona LLC $4,324 Masalli Gas Counter Tourism
Mammadhutseynzadeh $8,448 Sheki Truck Transportation
Nazim
Bayram-M (6) $116,250 Masalli Truck Transportation
Bayram-M(7) $50,504 Masalli Truck Agriculture
Rustamov .
Gulmammad $7,161 Masalli Truck Trade
Hashimov Nazim $32,941 Masalli Real estate Trade
Bagirov Alimukhtar $29,412 Masalli Vehicle Tourism
Aliyev Amil $40,988 Masalli Real estate Trade
Babayev Elkhan $6,506 Masalli Truck Agriculture
Mammadov Gennady $16,471 Masalli Real estate Agriculture
Saadat Co. $6,608 Sheki Medical Agriculture
Equipment
"Alternativ"LLC $6,219 Sheki Medical Agriculture
Equipment
"ATA"LLC $22,453 Sheki Truck Food products
Mammadov Mammad $29,391 Sheki Real estate Production
Ismayilov Rafig $21,199 Sheki Truck Production
"ATA"LLC $15,298 Sheki Car Food products
Ata-Nur LLC $8,235 Quba Truck Production
Azarinkishaf LLC $55,849 Masalli Truck Construction
Valiyev Agaselim $8,58I Masalli Truck Agriculture
Azorinkishaf LLC $61,765 Masalli Truck Transportation
Ata-Nur LLC $5,736 Quba £ Plastick Production
quipment
Nureddinov Bahaddin $8,582 Quba Truck Transportation
Aliyev Hasan $8,235 Quba Real estate Agriculture
Adigozelov Emin $8,647 Quba Truck Agriculture
Abbasov Zahir $9,713 Quba Generator Agriculture
Agammedov Musaver $20,071 Sheki Truck Agriculture
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Yunisov Shakir $41,596 Shamkir Car Agriculture
Sharifov Azad $41,424 Berde Truck Agriculture
Huseynov Rashid $57,652 Shamkir Special:ruilding Transportation
"Farid" LLC $73,161 imishti  SPecl BUIANE - progcrion
"Suludara" LLC $22,449 Shamkir Truck Transportation
Anadolu Farm. $60,706 Khanlar Backloader Agriculture

Total: $1,170,820

Throughout the agreement period, UniLeasing met regularly with ABAD staff to ensure
effective utilization of the grant funds. The main objective was establishment of four new
regional branch offices to facilitate easy access to leasing products for entrepreneurs in
ABAD targeted corridors. The partnership and strategic plan has proved effective within a
short time, and currently UnilLeasing has branches in Ganja, Sheki, Guba and Lenkoran.
These regional branches provide services to businesses located both within and outside the
mentioned districts covering a wide geographic area. The loan portfolio of these branches is
now over $2,000,000.20

C. INTERMEDIATE RESULT 1.3.3.3 IMPROVED ACCESS TO MARKET
INFORMATION

Throughout the program information, dissemination regarding program activities and
achievements were an important part of ABAD’s internal and external communication
strategy. ABAD’s press relations and communications efforts aimed at generating interest in
ABAD and increasing awareness of its demand-driven approach to economic development.
Overall, this resulted in significant media and public outreach including: 46 ABAD news
stories broadcast on national and local television; 80 newspaper articles, more than 15 public
events, development of an ABAD specific website, nine success stories, two newsletters, and
six brochures were published during the program implementation period.

I. TARGETED MEDIA COVERAGE

From the initial stages of the program, ABAD focused on generating a high level of media
attention. Therefore, the ABAD Media & Information Specialist cultivated relationships with
the print media, television and radio stations and news agencies to assist in generating
interest in ABAD and awareness of economic development. The relationships developed
early on, assisted in achieving the longer-term goal of regular coverage of the program
activities and the ABAD approach at the local and national level.

Initially, much of the press coverage was due to media interest in the US Ambassador’s
participation in Marketing Center opening ceremonies, several newspaper articles and
television items reflect the interest in ABAD’s innovative approach to promoting rural
economic development. As press relations developed over time, efforts shifted to focus on

2 More detailed information about UniLeasing and its activities is provided at the following link:
http://www.unileasing.az/?id=32&menu_id=32&page=_
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portraying the concrete activities and impact in the regions in Azerbaijan. The most effective
outreach strategy was to arrange trips for journalists to talk directly with the business
owners and suppliers to see the tangible evidence of improvement in the business’ activities.

During the course of the program, a range of public events were conducted to increase
awareness of program activities and specific economic development initiatives within target
regions, and to promote interaction among key program stakeholders. The full range of
public events have been highlighted in previous reporting period, however, the events listed
below will provide illustrative examples of the types of activities conducted during the
program:

Guba-Khachmaz Economic Regional Business Forum—Organized in cooperation with
the local departments of the Ministry of Agriculture and Ministry of Economic
Development, the interactive forum on “Prospects of Economy and Agriculture
Development in the Guba-Khachmaz Economic Region” brought together over 100
regional stakeholder to discuss hindrances to and potential activities for economic
development within the region.

Community Day at “Hasilli Farm”in Jalilabad—The Hasilli Farm in Jalilabad hosted a
‘community day’ to disseminate information among local farmers on the successes of
the farm’s cattle breeding business. Organized in collaboration with local
authorities, over 50 farmers and producers, regional authorities, program staff and
media representatives attended the event. One of the main highlights included
information on the role of artificial insemination to improve the pedigree of cattle
and effectiveness in production of meat and milk products.

Rural Womens Day Event—In honor of internationally recognized Rural Womens
Day, ABAD in cooperation with the American Bar Association Central European
and Eurasian Law Initiative (ABA-CEELI) held forums in Guba and Jalilabad on
October 13 and 16, 2006. About 30 women entrepreneurs involved in agriculture
and small business representatives of local NGOs participated in the round table
discussions focused on three main components: presentation from successful
women entrepreneurs from the region, Azerbaijani lawyer explaining the legal
foundations for creating and operating a business, and discussions of the hindrances
the women face in business.

ABAD publications:

ABAD Program Newsletters: ABAD published two newsletters—in March & July 2007—to
highlight important events and achievements, and share information about recent

development among ABAD partner organizations,
international organizations, government agencies and the
general public. The newsletters were printed in English and
Azerbaijani.

Brochures:  During the program, ABAD developed and
disseminated several brochures to provide general
information about the program and activities as well as to
highlight client needs and disseminate technical information
to rural entrepreneurs—including the following:

= “Artificial Insemination in Cattle Breeding”
= “Sugar Beet Production”
= “Crop Disease Management”
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= “Hazelnuts: Quality Product Means High Income”
In addition, the program directly sponsored 400 brochures each for cardboard packaging
products and carpets and guided other businesses as they developed their promotional
materials.

Website: In the spring of 2006, ABAD’s stand-alone website was finalized and launched. It
served two audiences, first it provided information about ABAD activities to the broader
public in Azerbaijan and abroad and second, it promoted smooth cooperation and exchange
of information between the various offices and MCs in ABAD.

2. CROSS CUTTING ACTIVITIES

Promoting Rural Women Entrepreneurs

From the beginning, ABAD aimed to include women-owned businesses in project activities
by building constructive relationships between the predominately male-staffed Marketing
Centers and women-owned businesses. During the initial stages of the program ABAD
received technical assistance from consultant Juile Grygiel to develop an assessment tool and
establish project capacity to reach out to business women and include them in a way that
would contribute to achieving project goals.

Based on this momentum from this assessment, the ABAD Women & Entrepreneurship
Advisor worked with the Marketing Centers to increase the number of women clients
working with the program. Through these efforts during the first half of the program the
ABAD team identified |7 women entrepreneurs, of which 3 were high impact clients.
However, due to the budget constraints and the shift in emphasis to high impact clients, the
program had to reconsider and evaluate all clients. Based upon the fact that most women-
owned or managed businesses were not linked to multiple small holder producers, but were
more often small holder producers themselves, ABAD only continued working with five
women owned businesses as direct clients. Through the high impact clients (male and
female owned), ABAD worked with multiple small holder producers, many of whom are
female and thereby allowed some continued focus on targeting assistance on women
owned/operated businesses as planned within the original proposal.

In additional to working directly with specific women owned businesses, the ABAD program
also assisted in trying to raise awareness about problems rural women face in effectively
engaging in economic development activities. This included participation in events such as
the Rural Women’s Day Forums held in collaboration with the American Bar Association
Central European and Eurasian Law Initiative (ABA-CEELI); workshops organized by the
Women’s Association for Rational Development; and meetings with several organizations
involved in women and entrepreneurship issues, such as the National Confederation of
Entrepreneurs, Azerbaijan Gender Information Center and the Independent Scientific-
Practical Legal Center.

This component was directly affected by the program modification, as the Women and
Entrepreneurship Advisor position eliminated, and originally planned activities were
discontinued as budget and staff resources were reallocated to focus on other program
activities.

Community Participation

During the first year of implementation, ABAD management initiated discussions regarding
changes to the community participation component of the program. Initially the plan
provided for Marketing Centers to conduct three-day Community Participatory Assessment
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exercises within their respective communities, which would culminate in the creation of
Advisory Groups whose roles would include among others, initiating grant proposals. The
program management considered that ABAD could best support the Marketing Centers’
success in increasing sales and employment by keeping personnel as focused as possible on
the primary objective of linking producers in their corridors to buyers. However, due to
the commitment to marshal the resources of the ABAD communities to support the
Marketing Centers success, Jason Scarpone, an individual with broad experience in
community participation and economic development programming in the agricultural sector
was recruited to conduct an assessment of how community participation can enhance
ABAD’s effectiveness and maximize participation of, and benefits to, small producers and
small holders in the economic corridors. Mr. Scarpone developed recommendations that
stressed the importance of high-impact, backward-linkage projects that offer the greatest
opportunity for producer commercialization.

Due to changes related to the program modification, the focus on and direction of the
community participation activities were redefined, as the program worked with communities
of interest, producer communities to link them with processors demanding a specific
product that the producer communities are willing and able to produce.

2.1 Program Collaboration

Coordination & Linkages

During the initial stages of the project, the primary focus of ABAD was the establishment of
relationships with governmental bodies, development service providers and other
stakeholders to introduce the project and determine areas for future collaboration. In
addition, during the course of the course of the program ABAD cooperated with a range of
USAID implementing partners and other organizations to strengthen program activities
through collaboration and linkages. Some of these include:

= Executive committees in the Economic Corridors

= Ministry of Economic Development’s State Program for the Socio-Economic

Development of the Regions

= Rural Enterprise Competitiveness Program (RECP)

= Azerbaijan Agrobusiness Center

= Peace Corps

= Eurasia Foundation

= ABA-CEELI

- CHF
In addition, the ABAD program worked in close collaboration with the START program
implemented by World Learning to plan international trainings, and the ACDI/VOCA
managed Farmer-to-Farmer project to organize for a number of international consultants to
provided targeted technical assistance to ABAD assisted businesses.

ll. MONITORING & EVALUATION

Throughout the program, the Monitoring & Evaluation (M&E) unit worked to verify the
results and monitor the progress of all businesses assisted by ABAD activities. To assist in
this process, the M&E unit developed a specialized software program to enable regular
monitoring and tracking of data provided by the MCs on each of their clients, which could be
accessed by all ABAD staff in the central office and verified by the M&E unit during quarterly
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monitoring visits. In October 2007, the M&E unit conducted a final round of monitoring
trips to verify results reported within the MC’s database. This final verification covers the
period of August 2007- October 2007.

I. DATABASE DESIGN, IMPLEMENTATION, AND REPORTING

The interactive web enabled database was utilized by the MCs and the central office to
record and track data regarding program clients and activities. Once final adjustments were
made and training completed for all central office and MC staff, the database was fully
functional and a resource for all staff working with the program. Based on data input from
the MCs, and monitored during quarterly M&E verification trips, the database provides
information on newly created jobs, sales growth, production growth, grants, and TA
projects. The database can product reports summarizing information, per sector, per
corridor, per Marketing Center, per business, or a combination of these factors for different
reporting periods. To control the integrity of the data, the database can only be accessed by
password, with each user provided with an authorization level depending on the type of use
necessary to fulfill his/her job function.

2. RESULTS MEASUREMENT

In order to ensure the reported results are reflective of the national context, the sales and
employment indicators measured by the ABAD program factor in external factors and are
calculated by coefficients. Working in collaboration with an econometrist specialist, the
ABAD M&E unit developed a Natural Growth Coefficient (NGC) and an Indirect
Employment Coefficient (IEC) to enable the measurement of program indicators as
accurately as possible. For a description of each of the coefficients and example calculations,
please see Section 2.2 (p.23) in ABAD Semi-Annual Report #5.

As the coefficients were not utilized during the initial stages of the program, all program
results have been re-calculated in line with the coefficients. Accordingly, the results
presented in the following section reflect data adjusted by the natural growth and indirect
employment coefficients, thereby focusing on specific program impact.

3. RESULTS GENERATED: $23,810,853 MILLION SALES INCREASE

As of the end of the program, ABAD worked with more than 57 entrepreneurs and SMEs.
Of these, MCs were actively working with 47 direct clients at the end of the program. In
addition, 63 clients benefited from the ABAD supported leasing activities in rural areas.

Overall, in accordance with the modified targets within the modification, the program was
expected to generate increased sales of $3.9 million and 390,000 person-days of
employment by the end of October 2007.2! However, by the end of the implementation
period, the program generated $23,810,853 million in increased sales and an increase of
2,152,628 person-days of employment. The total person-days of employment include
255,175 days of direct employment and 1,897,453 days of indirect employment. Direct
employment data was collected from information provided by each business in accordance

2! The targets are set out in the ABAD Program Modification, signed September 2006.
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with the increase in employment at the place of business. Indirect employment data are from
the business activities indirectly affected by the increase in a particular business.22

Results from the final reporting period, illustrate the exponential returns starting to be
generated from earlier program interventions. During the period of August through
October 2007, the program generated an increase in sales of $5,910,000 and an increase in
600,058 person-days of employment—this includes 80,058 of direct employment and
520,000 of indirect employment. This significant increase for the period is attributed to
seasonal activity within many of the client businesses, and the continuing growth of business
activities, particularly among high impact clients.

In addition to these performance indicators, during the project modification USAID
requested for the addition of a performance indicator for ‘indirect’ clients, to track the
program’s impact on small-holder producers and participants at the production end of the
market chain. ABAD referred to these entities, which its clients rely on for inputs, as
‘indirect clients’. In total, 10,891 indirect-clients worked with the ABAD program.

3.1 CUMULATIVE RESULTS

The following section provides a summary of the cumulative results of the program
illustrated in a series of charts and graphs. All information is cumulative, from when a client
first started to receive assistance from ABAD through October 2007. In Attachment | the
results are shown per client and portray the cumulative increases per client according to
Marketing Center.

The graph below breaks down sales by Marketing Center. During the reporting period,
Guba Marketing Center generated the most results for a single MC.

Table A: Cumulative Sales per Marketing Centers

SALES PER MARKETING CENTERS

35%

O Guba- $8,278,615

B Jalilabad- $5,584,929

O Salyan- $3,760,734

O Lenkoran- $3,596,252

B Zagauala- $2,364,390

O Sheki- $161,115

B Gazakh-$49,351

O Tovuz- $15,467

15%

2 |ndirect employment figures were first included in Semi-Annual Report #5, and reported
retroactively for previous reporting periods, utilizing the Indirect Employment Coefficient (IEC). See
previous report for full description and examples of the IEC.



The graph below maps the targets versus actual in sales demonstrating the significant
achievements in terms of increase sales among clients during the course of the program.
This graph only reflects the growth in sales, however, when charted the employment
numbers indicate a similar growth pattern:

Table B: Increase in Sales Actual vs Projected

30000000

25000000

— 23,811,000

20000000

15000000

—— Target
——Increase in sales

Increase in sales

10000000

5000000 = 4,750,000

—— 3,390,000
=——2,204,572

—— 1,583,980

0+ t t t t t
Beginning Jan-06 Jul-06 Oct-06 Jan-07 Jul-07 Oct-07
Period

The graph below shows the breakdown of employment per Marketing Center in person
days. It is interesting to note that the employment generated per MC is not the same as
sales generated per MC—in this case, the Guba Marketing Center has generated the most
results during the program.

Table C: Cumulative Increase in Employment per Marketing Center

INCREASE IN EMPLOYMENT PER MCs

O Guba-906,464

W Salyan-427,478
20% [0 Zagatala-327,746
O Jailabad-288,781
B Lenkoran-189,726
@ Sheki-7,675

B Tovuz-3,110

O Gazakh-1,648
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The following pie chart illustrates the proportion of direct and indirect employment
generated by the program. The breakdown is approximately 12% direct employment and
88% indirect employment.

Table D: Cumulative Share of Direct and Indirect Employment

SHARE OF DIRECT AND INDIRECT EMPLOYMENT

1,897,453, 88%

O DIRECT JOBS

B INDIRECT JOBS

255,174, 12%

The following graph shows the breakdown of direct employment by gender, per economic
corridor. In general, there continues to be an approximate 50-50 split between male and
female employment generated by each Economic Corridor.

Table E: Cumulative Share of Direct Employment per Economic Corridor

SHARE OF DIRECT EMPLOYMENT PER ECONOMIC CORRIDORS

200,000+

180,000

160,000

140,000

120,000

Employment 100,000
person/days 80,000+
60,000

40,000+

20,000

o4

B Male

O Female

Lenkoran Guba Zagatala Agstafa

ECONOMIC CORRIDOR

The following chart illustrates newly generated employment per economic sector. Of the
total, 78% is attributed to increases with the production (36%) and processing (42%) sectors.

Table F: Generated Employment per Economic Sector
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INCREASE IN EMPLOYMENT PER ECONOMIC SECTORS percon/days

O Processing- 883,554

B Production- 767,275

O Vegetables- 199,228

O Technical crops- 121,303

W Poultry- 93 865

 Fruit Growing- 35,770

B Animal husbandry- 22,738

O Carpet manufacturing-
10,542

W Service- 9,468

B Bee-keeping- 4,605

O Fisherv- 4282

B2% mag LDG%

09%
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lll. PROGRESS & OPPORTUNITIES

The achievements of ABAD program overall is demonstrated by the significant increase in
attributable sales and employment for the MC clients. The $23,810,853 cumulative increase
in sales has significantly exceeded the target for the end of the program. Also exceeding
projected targets, to date, nearly 2,152,628 person days of employment (both direct and
indirect) has been generated by the program. In addition, through the Marketing Centers
the program worked with more than 57 entrepreneurs and SMEs directly as clients, and
15,615 in-direct clients. As indicated by the program’s results, the approach of working
backwards from the demand, the processors, and then the producers enabled the project to
positively impact a larger number of people and provide a valuable return on the program
investment.

Marketing Center sustainability: ~ Although it was not an objective of the program, the
Marketing Centers have a solid foundation from which to transition into providing services
independently within their respective regions of operations. Through the relationships
created with businesses during the program and additional opportunities for assistance, the
Marketing Centers will be in a position to pursue opportunities to provide continued
support to rural businesses despite the end of support by the project. The Marketing
Centers are exploring existing opportunities to link to other organizations and initiatives to
support their operations as activities, transiting from ABAD program support to
independent operation. For example, both the Guba and Jaliabad Marketing Centers are
working with the OSCE on their regional economic development initiatives, which
correspond with the Marketing Center’s focus to provide technical assistance and business
development services to rural entrepreneurs.

Guba Marketing Center as alternative model: ~ As indicated previously, within the Guba
Economic Corridor ABAD was not able to identify a suitable operator, and therefore
requested and received approval from USAID for ABAD to operate the Guba Marketing
Center directly. Although ABAD was disappointed that the Marketing Center selection
process in the Guba Economic Corridor did not result in the selection of an operator, the
arrangement provided an unexpected opportunity to assess the potential benefits of an
alternative model for ABAD operations.

With the approach to select Marketing Center operators from among existing organizations
rather than starting its own centers, the ABAD program aimed to take advantage of existing
capacity in the rural areas. Five of ABAD’s eight Centers were operated by companies
created through the efforts of international development organizations. However, although
the tender process was widely publicized and believed to have attracted the strongest
applicant organizations, ABAD’s market-driven approach was new to Azerbaijan and early on
in program implementation it became apparent that ABAD Marketing Center personnel
required ongoing and intensive training in the basic programmatic concepts of adding value
and strengthening the marketing chain. As this capacity development component was
necessary for all Marketing Center operators, not only the staff hired to work in the Guba
Marketing Center, the ABAD program staff considered the direct operation of Marketing
Center just as effective, if not more so, in terms of operations and management relations
than Marketing Centers operated by existing companies. Therefore, the ABAD program
considers this alternative model to be a viable option for future programmatic activities to
promote rural economic development within the Azerbaijan context.
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ATTACHMENT I:

Cumulative Sales and Employment Increases by Marketing Center

Guba Marketing Center

Client

Company or  Produc
individual t

Increase in
Sales

(3Us)

Increase in
Employment

Male

(person days)

Increase in
Employment
Female
(person

days)

Increase in
Indirect
Employment
(person days)

Increase in
Employment
Total (person

days)

Total
number

of

Small
holder
Producers

Comments

cardboard

SAFARI Co )
packaging

759,063

4,212

1,805

540,766

546,782

The MC staff linked
client with various
producers in need of
packaging, assisted in
diversification of cient
base.

natural

Mars LLC -
juice

223,303

602

3,642

4,087

8,330

500

The MC staff assisted
client in collection of
fruit, and identified
vendor of necessary
equipment.

Elshan

. dog-rose
Kerimov 8

2,993

2,233

5,225

Not an active client at
the end of the
program. In 2006, MC
staff assisted cient in
sale of products and
collection of fruit

supply.

bio-

"Shabran-D"
humus

190,057

2,758

8,960

1,718

Client received grant
for purchasing
Caifornia red worms
to produce bio-humus.

Mammadhuseyn

Mammadov apple

508,672

2,597

800

9,686

13,083

Client received grant
for purchasing of
tractor and chemical
sprayer.

Vladimirovka
Fruit apple
Association

38,642

380

736

L1116

Not an active client at
end of program.

Pak Nur mill

521,241

3,737

7,283

5,479

16,499

100

Client received grant
for purchasing new
bakery truck began
and expanded his
business beginning
production of
macaroni.

Adam

Akhmadov grain

72,219

158

1,001

1,159

Not an active client at
end of program.

Abdulla

meat
Jabbarov

122,927

664

158

10,595

11,418

Gadim Guba carpets

102,652

490

5,945

899

7,334

30

Client received TA’s
from ABAD several
times, including
development of web-
site and other
assistance, and
identification of
potential buyers.

SAF juices

2,581,494

4,370

7,838

121,700

133,907

225

ABAD assisted in fruit
and vegetable supply
organization.

Qafgaz

canner
Cannery 4

3,126,615

713

855

147,398

148,966

220

MC staff linked client
with farmers to




produce green peas to
meet c ient demand.;
also supported other
supply organization for
fruits and vegetables.

13

Lotos

tourism

31,730

507

396

25

927

ABAD program hired
consultant developed
map of tourist tour.

Total
Guba

8,278,615

24,179

30,954

851,331

906,464

1,086




Salyan Marketing Center

Client

Company or
individual

Product

Increase
in Sales

($US)

Increase in
Employment
Male
(person
days)

Increase in
Employment
Female
(person
days)

Increase in
Indirect
Employment
(person
days)

Increase in
Employment
Total
(person
days)

Total
number
of
Small
holder
Producers

Comments

Gafarov Sardar

watermelon

241,811

4218

4,012

11,400

19,629

16

MC staff found
fertilizer, seeds
and other
necessary inputs
to achieve
abundant harvest.
Also assisted to
find leased truck
to secure
intensive
transportation of
harvest to buyers.

"Nihal"LLC

fish

95,006

2,565

1,565

295

4,425

ABAD program
negotiated with
government
officials and
maintained
intensive water
supply for fish
hatchery; and
assisted to identify
regular buyers.

Gasimov Vilayat

pomegranate

107,314

3,136

493

5,059

8,688

MC staff helped
client to combat
pests and
identified buyers
in Russia

Zeynalov Tofig

watermelon

283,149

4,385

4,543

13,349

22,276

See comments of
client Ne 1

Zeynalov
Agazade

wheat

396,453

6,634

238

5,497

12,368

34

MC staff
connected client
with other wheat
producers and
supported client
in transportation
of wheat and
identified a
number of buyers.

Zeynalov Vugar

clover

469,586

8,876

333

190,314

199,523

40

See comments
of cient Ne 1

Nuriyev Isa

cucumber

297,234

4,069

3,610

11,375

19,054

See comments
of cient Ne 1

"Gunesh"Farm

watermelon

115,480

1,965

1,427

5,444

8,836

See comments
of cient No 1

Gafarov
Rashadat

watermelon

127,009

2,896

2,198

5,988

11,081

See comments
of cient Ne 1

Mammad Farm

clover

132,542

4,519

222

6,248

10,989

See comments
of cient Ne 1

Elman Salmanov

watermelon

81,157

1,755

1,949

3,826

7,530

See comments
of cient No 1

Aliyeva Saadat

bakery

88,700

158

808

932

1,898

Client received
grant to purchase
new double-rack
oven and enabling
an increased
production




capacity.

13

Eldar Veliyev

cucumber

341,171

4,164

3,235

13,056

20,455

See comments of
client Ne 1

14

"Jamalkhan" Farm

cannery

984,122

13,110

15,623

51,992

80,725

370

Client received
TA for a
production of
milk products
with high qua ity.
MC staff found
buyers for this
client from
Canada, Russia
and Kazakhstan
and helped client
to achieve export
of products.

Total
Salyan

3,760,734

62,450

40,253

324,775

427,478

553




Jalilabad Marketing Center

Client
NO

Company or
individual

Product

Increase
in Sales

(3Us)

Increase in
Employment
Male
(person
days)

Increase in
Employment
Female
(person days)

Increase in
Indirect
Employment
(person days)

Increase in
Employment
Total (person

days)

Total
number
of
Small
holder
Producers

Comments

Jalilabad Broiler

chicken

1,348,899

4,908

27,360

63,591

95,860

MC staff
helped client
to get loan
from
National
Fund for
Entrepreneu
rs Support
and client
achieved
increased
production;
MC staff
provided
support to
for product
sales in
neighboring
regions and
Baku.

Elvin 2 Co

potato

1,977,800

4,718

8,566

69,107

82,391

60

Cient
received
grant to for
construction
new cold
storage
facility.

Hasilli

meat/mi k

191,006

2,148

918

6,285

9,352

MC staff
helped client
in artificial
insemination
to breed a
new variety
of cow; also
provided
support for
veterinary
services and
sales of meat
and diary
products.

Agayev Hafiz

peas

11,280

317

532

848

Not an
active cient
at end of
program.

Jafarov llyas

flour mill

228,137

2,834

4,058

6,892

1,314

Cient
received
grant to
supply flour
mill with
new and
stable
electricity
power.

Mirzayev Rauf

wheat

6,626

127

32

92

250

Not an
active c ient
at end of
program.

Seyfullayev ligar

tomato

10,878

760

665

346

1,771

Not an
active c ient
at end of




program.

Turan Farm

tomato

4,640

2,280

1,520

148

3,948

Not an
active cient
at end of
program.

Turan Farm

cucumber

8,000

306

306

Not an
active c ient
at end of
program.

Askarov Firdovsi

sunflower

788,369

950

2,407

37,166

40,523

109

MC staff
helped client
to find new
equipment,
maintained
link between
farmers and
cient for a
intensive
collection of
sun-flowers
and found
buyers in
Baku for sale
of ready
products.

Akhmedov
Talverdi

cucumber

1,722

760

1,140

66

1,966

Not an
active cient

Farajov Telman

furniture

197,795

538

5,961

6,499

Cient
received
grant to
purchase
new table
saw for
furniture
production.

Azersun Holding

various

809,777

38,175

38,175

4,600

ABAD
program
hired
consultant to
provide
advises to
sugar-beet
producers in
more than

10 regions of
Azerbaijan;
assisted in
linking
producers
and client for
supply of
sugar beets,
enabling an
increase in
cient
production
capacity.

Total
Jalilabad

5,584,929

20,341

42,608

225,833

288,781

6,083




Lenkoran Marketing Center

Total
Increase Increase in Increase in Increase in Increase in number
Client Company in Employmen Employment Indirect Employment of
N° or Product Sales t Male Female Employment Total Small Comments
individual (SUS) (person (person (person (person holder
days) days) days) days) Producers
Client received grant to
purchase new pieces of
tea cleaning and drying
equipment and increased
[ Astara tea 223,617 2,343 4,940 10,542 17,825 263 production capacity.
Chay Using new equipment he
achieved to produce high
quality of tea and
attracted number of
stable buyers from Baku.
ABAD program hired 3
consultants that were
responsible to supply
these 4 canneries (Ne 2, 3
2 Gafgaz  agribusiness 1,920,473 1,093 2,359 90,537 93,989 500 4 5) with vegetables on
regular bases. Because of
stable and sufficient
amount of supply, the
canneries increased their
production capacity.
3 Optimal agribusiness 774,699 1,441 1,742 36,522 39,704 600
See notes of client Ne 2
4 Real agribusiness 354,708 1,330 1,615 16,722 19,667 300
See notes of client Ne 2
5 Umman agribusiness 322,755 1,631 1,694 15,216 18,541 150
See notes of client Ne 2
Total
Lenkoran 3,596,252 7,837 12,350 169,539 189,726 1,813
Sheki Marketing Center
Total
Increase in Increase in Increase in Increase in number
Client Company Increase Employment Employment Indirect Employment of
N° or Product in Sales Male Female Employment Total Small Comments
individual (3US) (person (person (person (person holder
days) days) days) days) Producers
Client received grant to
| Rauf Hajiyev furniture 90,189 966 63 2,718 3,747 purchase new table saw
for furniture production.
Client received grant to
purchase new 2 pieces of
US made equipment for
2 Latif Latifov honey 70,926 442 143 3,344 3,928 honey production,
enab ing efficient
production of high quality
honey.
Jotal 161,115 1,408 206 6,062 7,675

Sheki




Zagatala Marketing Center

Client

Company or

individual Product

Increase in

Increase

in
Sales

($US)

Employmen
t Male
(person
days)

Increase in
Indirect
Employment
(person days)

Increase in
Employment
Female
(person days)

Total

Increase in
Employment
Total
(person
days)

of

Small
holder
Producers

number

Comments

mineral
water

Shabanogullary
LLC

4,170

428

285

713

Not an active client
at end of program.

Dibirov
Akhmad

Persim-
mons

63,000

1,583

222 2,970

4,775

Not an active client
at end of program.

Zuganov hazelnut

475,739

127

491 65,718

66,336

1,200

Client received grant
to purchase jute
sacks, electronic
sales and faci itating
processing place with
asphalt yard.

Alidjanov

Aidjan hazelnut

1,743,643

1,180

454 240,866

242,499

3,000

See notes of client
No 3

Azuga LLC hazelnut

70,500

668

2,196 9,739

12,602

1,680

Client received grant
to purchase new
hazelnut de-husking
machine. That
machine serves a lot
of farmers and frees
them to de-husk
their product
manually increasing
production efficiency
and sales.

honey and
honey-
comb

production

Movladdin
Gurbanaliyev

7,338

396

79 346

821

200

Client received grant
to purchase
equipment that
produces honey-
comb bases for his
own business and
neighboring farmers.

Total

Zagatala

2,364,390

4,380

3,726 319,639

327,746

6,080

Tovuz Marketing Center

Client
NO

Company
or
individual

Product in

Increase

Increase in
Employment

Sales

($US)

Male
(person
days)

Increase in
Employment
Female
(person
days)

Increase in
Indirect
Employment
(person
days)

Increase in
Employment

(person

Total
number
of
Small
holder
Producers

Total

days)

Comments

Araz T grape

8,900

1,710

1,140

191

3,041

Not an active cient at end of
program.

Tarana

Hasanova bakery

6,567

- 69

69

Not an active cient at end of
program.

Total
Tovuz

15,467

1,710

1,140

260

3,110




Gazakh Marketing Center

Increase in Increase in . Increase in Total
Increase in number
. Company Increase  Employment Employment R Employment
Client . Indirect of
o or Product in Sales Male Female Total Comments
N s Employment Small
individual (3US) (person (person (person
days) days) (person days days) holder
Producers
. . Client received grant to
Sevinc hair faci itate her beauty salon
| beauty dressing 49,351 289 1,345 14 1,648 X h Y
- with different type of
salon services .
furniture.
Total 49,351 289 1,345 14 1,648
Gazakh ’ ’ ’
Cumulative all ABAD MCs
Total
. Increase in Increase in . . number
Increase in Employment Employment Increase in Increase in of
Sales poy ploy Indirect Employment Total
Male Female (person Small
(3US) Employment (person days)
(person days) days) (person days) holder
P 4 Producers
Grand 23,810,853 122,593 132,581 1,897,453 2,152,628 15,615

Total

Important Note: The breakdown of male and female employees is only available for direct employment.
The indirect employment coefficient does not measure per gender.
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Mission and Achievements of the Program

The primary goal of the USAID-funded Azerbaijan Business Assistance &
Development (ABAD) Program is to stimulate economic growth in the regions. We
work directly with rural businesses to strengthen supply chains, close the gap
between buyers and producers, improve technical skills of rural businesses and
producers, and facilitate sales. Assistance is provided through regional Marketing
Centers which act as sales agents and business consultants, identifying
opportunities to add value to products, introducing local businesses to viable
markets, and accessing technical assistance to adapt locally produced products to
meet market requirements through packaging, design, delivery and quality
improvements.

Farmer Mammadhuseyn Mammadov with ABAD has provided continual direct assistance to 45 businesses. The results
his employees receive a tractor and sprayer 2chieved demonstrate significant increase in sales as well as employment of the
delivered from Belarus with the support of businesses associated with the program. The results, measured in increased sales
the ABAD program and employment reflect the growth and impactin the businesses assisted. For the
last semester (August 2006 - January 2007), attributable sales increase was
approximately 4.02 million USD and attributable employment (both direct and

indirect) increase was approximately 417 thousand person days.

US Ambassador Opens Cold Storage Facility in Jalilabad

On November 1, 2006, the ABAD program inaugurated a cold storage facility at
the “Elvin 2” company, constructed with grant support from USAID. US
Ambassador Anne Derse, Jalilabad Executive Committee Head Aziz Aliyev, the
business owner Agagulu Huseynov, a representative of the Cabinet of Ministers
Ramin Talibli and the ABAD Lenkoran Economic Corridor Coordinator Adalet
Nehmetov, spoke at the ceremony. Each of the speakers referenced the
significance of this project for the development of the rural economy in the region.
The event attracted local and national media representatives.

This new cold storage system - which will enable multiple farmers to store
potatoes and other vegetables for months after the harvest will help the farmers to
better position themselves in response to market demands. Due to the lack of U.S. Ambassador Anne Derse,
commercial cold storage units in the Jalilabad area, like most local farmers Executive Committee Head of Jalilabad
“Elvin 2 has historically shipped their product soon after harvest, flooding the Aziz Aliyev, Leading Specialist of
market during these initial months and creating a scarcity of local produce during  the Cabinet of Ministers Ramin Talibli
the other months. Within the first six months after installation of the cold storage and Agagulu Huseynov
facility, coupled with the increased demand from newly identified buyers, the at the cold storage facility
Company's sales increased by 150% and business owner projects an additional

200% increase during the next six months.

Upcoming events

® [n February and March ABAD, in cooperation with “Azerbaijan Sugar Production Union” Ltd (a division of Azersun Holding)
will organize workshops for farmers and agronomists to explain and demonstrate proper sugar beet cultivation and weeds
control. The joint workshop will be led by Nizami Garayev, ABAD agronomist, and representatives of Azersun's Imishli based
sugar beet plant.

® In March, a group of Azerbaijani entrepreneurs will participate in the training 'Irrigation Systems for Intensive Crop
Production' to be held in Israel. The training was designed through joint cooperation of the Ministry of Foreign Affairs of Israel
and USAID through both ABAD and START (Strategic Technical Assistance for Results with Training). The participants were
selected through a competitive process.

ABAD is a United State Agency for International Development (USAID) funded program implemented
by International Rescue Committee, Chemonics International Inc. And FLAG International.
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“Let's Flourish Azerbaijan Together”

Years of little or no direct communication, and lack of experience with pre-
established prices and contracts, the producers and processors in Azerbaijan have
little reason to trust one another. Thus far, there is little tangible evidence that this
situation has changed. However, by exploring financial incentives to work together
there is a possibility that the two sides will move towards developing more formal
relationships.

On October 19, 2006 ABAD, in conjunction with the local department of the

Ministry of Economic Development conducted a Business Promotion Event in

Guba. Seventy-three (73) small holder producers operating in the Guba-

Khachmaz Economic Corridor, representatives of agricultural departments of local

Farmers can now adjust their production in municipalities, executive committee members, representatives of the regional agro-

accordance with the requirements of the  scientific center, representatives of international organizations and agronomists in

processing plants the region participated in the event. Representatives of the two largest processing

plants in the country “SAF” LLC and “Qafqaz Tinned Food Factory” (a division of

“Azersun Holding”) were invited to present their companies, discuss the advantages of direct farmer-processor collaboration and
explain the types of produce they require.

Both processing facilities spoke of the financial benefits to establishing long term relationships with their businesses. Both have
plans to provide fertilizers and equipment to farmers who sell the factories their produce for at least two years. During the forum
community members voiced multiple concerns, from the price of fertilizers, equipment and agro technical advice, to delivery
details and confusion regarding forward contracts and price negotiation. This dialogue and others are the first steps toward
mending and creating market linkages.

Rural Women's Day Celebrated in Guba and Jalilabad

With the active participation of young Azerbaijani lawyers from the American Bar
Association Central European and Eurasian Law Initiative (ABA-CEELI) ABAD
celebrated World Rural Women's Day in the regions of Azerbaijan. The idea of an
annual World Rural Women's Day to honor rural women began at the UN
Conference for Women in Beijing in September 1995. Women entrepreneurs
involved in agriculture and small businesses in the northern and southern regions, as
well as representatives of local NGOs, participated in two round table meetings in
Guba and Jalilabad that were held on October 13th and 16th, 2006 respectively.

The participants discussed the primary hindrances preventing women from owning
a business and suggested ways to mitigate those constraints. The main hindrances
mentioned include: lack of knowledge of basic business skills, lack of knowledge of Women at the forum discuss how to
legal framework, regulations and protections as a business owner, and various develop business
impediments to access credit. Women pointed out that in fact gender stereotypes,

including male perceptions and traditional, cultural barriers are real obstacles for

them to pursue activities outside of their household duties. Most women struggle to combine housekeeping, care of their
husbands and children, and daily assistance to their husband's business activity and thus never pursue their own entrepreneurial
ideas.

As follow-up to the round table discussions, ABAD presented a comprehensive list of the hindrances and recommendations to
international organizations and local NGOs to identify the best ways to support not only the participants of these events, but rural
women throughout Azerbaijan.

Contact information

ABAD Central Office
Address: 18, Uzeyir Hajibeyov St., Apt 87 Baku AZ 1000, Azerbaijan
Tel: (994 12) 498 41 36; 493 52 78, Fax: (994 12) 498 32 73, E-mail: office@abad.az Website: www.abad.az

Jalilabad Marketing Center
Address: 118, Heydar Aliyev Ave, Jalilabad, Tel/Fax: (994 114) 3-52-75, E-mail: jabc@mail.ru

Guba Marketing Center
Address: 11, Vagif Street, Guba, Tel/Fax: (994 169) 5 60 93, E-mail: kheyraddin@abad.az

DISCLAIMER: The information provided in this newsletter is not official
U.S. Government information and does not represent the views or positions of
the U.S. Agency for International Development or the U.S. Government.
















Biz Kimik

Amerika Birlogmis Statlarinin Beynolxalq Inkisaf
Agentliyi (USAID) torafinden maliyyaloson
Azorbaycanda Biznesa Dostok vo Inkisaf Proqrami
(ABAD) Beynolxalq Xilasetmo Komitasi (BXK) vo
onun torafdaslart 'Chemonics' vo 'FLAG International'
taskilatlar1 torafindon hayata kegirilir. Proqram ilkin
olaraq 6z komakliyini regionlarda foaliyyat gostoron
Marketinqg Markazlarinin yerli miitoxassislordon ibarat
biznes maslohatcilori vasitasilo hoyata kegirir.

Bizim Missiyamiz

ABAD Proqraminin moqgsadi fermerlora va kigik fordi
miiossisolors satigda artima nail olmaq ve yeni is
yerlari yaratmaqda yardim gdstarmakls regionlarin
iqtisadi inkisafina t6hfo vermakdir. ABAD bu
moqsadlors nail olmagq {igiin bazar slagoaleri yaratmaq
va inkisaf etdirmak, texniki vo biznes bacariglarini
elaca do idaragilik miihitini tokmillagdirmok
istigamatinds birbaga olaraq regionlarda faaliyyat
gOstaran miiossisalar va yerli icmalarla omakdasliq
edir.

Biz Harada Faaliyyoat Gostoririk

ABAD foaaliyyatini xaritads tosvir edilmis iqtisadi
dohlizlor daxilinds hoyata kegirir. Bu dohlizlor
Girclistan (Zaqatala vasitesilo), Rusiya (Quba
vasitasilo) vo Iran (Lonkoran vasitasilo) istigamatindo
olan ananavi ticarat yollarini oks etdirir. ABAD
Programi regional ticarat sabakslarindan istifado
etmoklo rayonlari soharlor vo hamin soharlori Bakida
va Olkadon konarda foaliyyst gosteran daha boyiik
bazar taloblari ilo olagelondirir.

Bizim Torafdaslarimiz

ABAD Proqrami birbasa olaraq iqtisadi dohlizlordo
foaliyyot gdstoron fermerlor, istehsalgilar vo kigik
miiassisolorlo omakdasliq edir vo homin miisssisalora
ehtiyaclarinin tomin olunmasinda yardim gostarir.
Program regionlarda foaliyyat gostoron miistorilorini
yerli, daxili vo beynolxalq bazar toloblorinin tomin
olunmas: istiqgamatinds slagalondirir. Biz, qadinlar va
comiyyatin digar zaif qruplari torafindon idars olunan
miiassisolorlo omakdasliq etmoyi alqislayiriq.

ABAD iqtisadi Dahlizlori
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Biz Faaliyyotimizi Necd Qururuq

ABAD Programi bazar yoniimlii yanagmadan istifado
edir. Miistorilorimizi planl iqtisadiyyatda genis istifado
olunan “istehsal eds bilacayini sat” yanagmasindan
daha ¢ox “sata bilacayini istehsal et” yanagmasina
iistiinliik vermaya hovaslondiririk. ABAD biznes
moslohatgilori hor hanst mohsula olan keyfiyyat,
komiyyat, qablagsdirma vo ¢atdirilma kimi bazar
toloblorini milayyan edir vo bundan sonra homin
toloblari qarsilamagq istigamotindo miisssisolor vo
fermerlorlo birgos isloyirlor. Biznes maslohatgilor eyni
zamanda alicilar vo istehsalcilar arasinda slago
yaratmagqla qarsiligh bazar slagolorinin yaranmasina va
ya mévcud miinasibatlorin daha da méhkemlonmasina
komoak edirlor. ABAD Programinin icma istirakini
inkisaf etdirmasi regionlarda foaliyyat gostoron fermer
vo fordi tosarriifatgilarin gdstorilon komoklikdon

faydalanmasini tomin edir. Biznes maslohatgilorin
yerli tosarriifatlar vo olaqo sobokaloari ilo tanigligindan
slava Marketing Morkozlori 6z miistorilorine miixtolif
saholords yardim gostorir vo fayda verirlor. Onlar
texniki, bazar vo biznes molumatlari sldo etmokdo,
yerli vo beynalxalq miitoxassislorin moslohot
xidmeotlorindan faydalanmaqda, kredit, avadanliq vo
lizinq xidmatlori barade maslahat vo molumatlar alds
etmokdo komok gostarirlor. Bazi hallarda biznes
maslohatgilor yeni avadanliq ve kond tosorriifat:
texnikasinin doyarini 6domak ti¢lin qrant yardiminin
gostarilmasinds vasitagi ola bilorlor. ABAD
Programinin Marketinq Markazlori miistorilorine bazar
slagalerinin yaradilmasi va giliclondirilmasinde
komoklik edir.



ABAD-Ia Is Birliyino Baslayin

ABAD 6ziiniin se¢diyi Azarbaycan regionlarinda
ticarat dovriyyaosini artirmaq va yeni is yerlori yaratmaq
potensialini irali ¢akir. Ogoar siz regionlarda is adamu,
miiassise sahibi, fermer va ya istehsal¢t kimi foaliyyat
gostorirsinizss vo siza:

®bazarinizi genislondirmak vo yeni istehsala
baslamag;

®istehsal etdiyiniz mohsulun keyfiyyotini artirmagq;

@bazar toloblorini qargilamagq tigiin yeni texnologiyalar
totbiq etmok;

®maliyys vo kredit alds etmok imkanlarinizi
aragdirmag;

@alicilar vo/ya tochizatgilarla olagolori giiclondirmok;

®bazar miinasiboatlorine uygun olaraq yeni toskilati va
ya istehsal istiqamatlorini totbiq etmok lazimdirsa,

bu halda slave malumat slds etmak tigiin buyurub
ABAD niimayandalorins miiracist edin; dohlizlarde
foaliyyat gostoran fordi tosarriifatgilar, miiossisalar va i
adamlar1 yaxinliqdak: Marketinq Markozino miiraciot
etmolidirlor. Digor maraqlanan toraflorden vo
saxslordon ABAD-1n Baki ofisi ilo alage saxlamaq
xahis olunur.

ABAD Markazi Ofisi

Unvan: Uzeyir Haciboayov kii¢. 18, man 86
Baki AZ 1000, Azorbaycan
Tel: (994 12) 498 41 36; 493 52 78
Faks: (994 12) 498 32 73
E-poct: office@abad.az
Veb sohifa: www.abad.az

Marketinq Markazlori
Quba Marketing Morkozi

Unvan: Vagqif kiig. 11
Tel: (994 169) 5 60 93

) Colilabad Marketing Moarkazi
Unvan: Heyder Oliyev Prospekti 118
Tel: (994 114) 3-52-75

”Lenkeran Marketing Moarkozi
Unvan: Mirmustafa Xan kii¢. 24
Tel/Faks: (994 171) 531 29

) Salyan Marketing Moarkozi
Unvan: Xoalil Rza Ulutiirk kii¢. 46
Tel: (994 13) 518 71

_ Soki Marketing Morkozi
Unvan: Sabit Rohman kiig. 15
Tel: (994 177) 4 30 90

Zaq:dtala Marketing Moarkozi
Unvan: Vidadi kiig. 15
Tel: (994 174) 5 54 22

AZERBAIJAN
BUSINESS
ASSISTANCE &
DEVELOPMENT




Who We Are

The USAID-funded Azerbaijan Business
Assistance & Development (ABAD) Program is
implemented by the International Rescue
Committee (IRC) with partners Chemonics and
FLAG International. The program delivers
assistance primarily through rural Marketing
Centers staffed by business advisors who live and
work in the regions.

Our Mission

The ABAD program’s aim is to stimulate rural
economic growth by helping farmers and small
private enterprises increase their sales and create
new employment opportunities. ABAD achieves
these goals by working directly with rural
enterprises and local communities to create and
strengthen market-linkages, improve technical and
business skills, and improve the regulatory
environment.

Whetre We Work

ABAD focuses its efforts in the economic
corridors shown on the map at right. These
corridors represent traditional trade routes to
Georgia (through Zagatala), Russia (through
Guba) and Iran (through Lenkoran). The ABAD
program utilizes these rural trade networks to link
rural areas with intermediate cities, and these in
turn with the demands of larger markets in Baku
and outside the country.

Our Partners

The ABAD program works directly with farmers,
producers and small enterprises in the economic
corridors, and with any businesses whose input
needs can be met by these enterprises. The
program seeks to link its rural clients with local,
domestic and international markets. We welcome
cooperation with enterprises run by women and
other vulnerable groups.
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How We Work

The ABAD program employs a market-driven
approach. Clients are encouraged to “produce
what they can sell” rather than to “sell what they
can produce” which was a common practice in
the planned economy. ABAD business advisors
identify specific product demands in the market,
such as grade, quantity, packaging and delivery
requirements, and then work to enable enterprises
and farmers to meet those demands. The
business advisors also serve as facilitators who
help bring buyers and sellers together, creating
new market linkages and strengthening existing
ones. The ABAD program’s focus on community
participation ensures that program assistance

benefits the farmers and small-holders that
provide critical market inputs. In addition to the
business advisors’ familiarity with local economies
and networks of contacts, the Marketing Centers
provide a variety of benefits to their clients. They
can help access technical, market and business
information, provide consultation from local and
international experts, and provide advice and
consultation on obtaining access to credit,
including equipment and machinery leases. In
some cases business advisors may be able to
facilitate grant support to defray the cost of new
equipment and machinery. The ABAD Marketing
Centers are committed to providing the help
needed to link their clients to their markets.



Start Working with ABAD

ABAD promotes opportunities in select regions
of Azerbaijan with the potential to increase
commerce and create new jobs. If you are an
entrepreneur, enterprise, farmer or producer
working in the regions and you are looking to:

e expand and diversify your market;
e improve the quality of what you produce;

e adapt new technologies to meet market
demands;

e cxplore your finance and credit options;

o strengthen relationships with buyers and/or
suppliers;

e apply new organizational or production flows

in accordance with the market,

then please contact ABAD representatives for
more information.

Small holder producers, enterprises and

entrepreneurs in the corridors should contact the

nearest Marketing Center. Others please contact
ABAD office in Baku.

ABAD Central Office

Address: 18, Uzeyir Hajibeyov St., Apt. 86
Baku AZ 1000, Azerbaijan

Tel: (994 12) 498 41 36; 493 52 78

Fax: (994 12) 498 3273

E-mail: office@abad.az

Website: www.abad.az

Marketing Centers

Guba Marketing Center
Address: 11, Vagif Street
Tel: (994 169) 5 60 93

Jalilabad Marketing Centetr
Address: 118, Heydar Aliyev Ave
Tel: (994 114) 3-52-75

Lenkoran Marketing Center
Address: 24, Mirmustafa Khan Street
Tel/Fax: (994 171) 5 31 29

Salyan Marketing Center
Address: 46, Khalil Rza Uluturk Street
Tel: (994 13) 518 71

Sheki Marketing Center
Address: 15, Sabit Rahman Street
Tel: (994 177) 4 30 90

Zaqatala Marketing Center
Address: 15, Vidadi Street
Tel: (994 174) 5 54 22
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Findiq mahsulunun keyfiyyatini artirmagq iigiin,
asagida gostorilon tovsiyyoalora amoal edilmasi
maqsddouygundur.

FINDIQ MOHSULUNUN YIGILMASI

® Findiq moahsulu ancaq tam bioloji
yetisdikdo,6ziino moxsus xiisusi spesifik rong
aldigda(gshvayi), silkoloms zamani oksor
mohsul tokiiliirss yigila bilor;

®ilkin y1gim zadali findiglarin yigilaraq sahadon
tocrid edilmosi ilo baslanmalidir;

®Y1g1im vo daginmada ancaq cut kisolordon
istifada edilmolidir;

® Findiq mohsulu vaxtinda yigilarsa,bu zaman
qurutmaya sorf olunan vaxta gonaat olunar
(mohsul bitkinin iistiinds artiq 20% quruyur);

® Erkon didilorok aparilan y1gim, kolun
budaglarinin zodolonmasing, kévrak olmasina,
galon ilin mahsuldarlhiginin asagt
diismasing,imumiyyatls bitkinin inkisafinin
zaiflomasing sobab olur;

® Mohsulun yetismomis y181lmasi yolverilmozdir -
clinki bu, keyfiyyetlo yanasi hamginin lopa
ciximini azaldir, golirin daha az olmasina sobab
olur;

® Findiq y1gimina baslamazdan avval, bagda corgo
aralarinin hazirlanmasi gox vacib masaladir.Belo
ki,y1igima 5-10 giin galmis, corgo aralarinin vo
kolun atrafinin otu ¢alinmali, alaq otlarindan
tomizlonarak ¢comonlomso iisulu ilo ot sahadon
¢ixarilmalidir;

® Sortun bioloji xiisusiyyatlorina gora, bagda sort
miixtalifliyi varsa, sortlarin yetismo
miiddotindan asili olaraq (tezyetison vo

gecyetison)

mohsulun vaxtinda

va yetigondo

y1gilmasi ¢ox

vacibdir;

® Sortun morfoloji

xiisusiyyastlorindon

asili olaraq bazi

sortlarin qarzoyinin

¢oX qisa olmasi

(Qalib, Ganca

sortlar1 vo s.) naticasinda mohsul yers tokiiliir vo
itkiya sobab olur;

® Findiq bir qayda olaraq govdalar silkalonarak,
kolda meyvalarin tadricon yetismasini nozara
alaraq bir neg¢o giin forqi ilo 3-4 y1gim aparilaraq
yigilir;

® Findiq mohsulu normal bir miiddatds intensiv
yigilarsa mohsul itkisi az olar, xarici amillarin
monfi tasirlorine moruz qalmaz (gamiricilor va s.)

MOHSULUN DASINMASI

®Yigimdan sonra mohsulun daginmasini tomiz
naqliyyat vasitosilo, mohsulu sixmadan,
zadalamadan hoyata keg¢irmok lazimdir;

® Mbohsula yad cisimlorin garigmasina imkan
verilmomolidir;

®Dasinmada ancaq cut kisalordon istifado
edilmalidir.

FINDIGIN QORZOKDO SAXLANILMASI

®(orzokli findiq, yigimdan sonra quru, tomiz,
hava yaxsi coroyan edon anbarlarda
saxlanilmalidir;

® Findiq tiginin hindirliyii 40-50 sm-don artiq
olmamalidir;

®Toz5 yigilmis qorzokli mahsul nomli oldugu
tiglin, haddindon artiq isinmonin garsisini almaq
magsadils, giin arzinds dafalorls tez-tez
garisdirilmalidir;

®Qorzokli findiq saxlanilan miiddatda, nom
torpagla tomasda vo nam olmamalidir.

MOHSULUN TOMIZLONMOSI

® Findiq mohsulu ¢ox saxlanilmadan 3-4 giin
miiddatinds garzayi biiziisdiikdon, soldugdan
sonra tomizlonmolidir;

®Vaxtinda tomizlonmis findiq mohsulunun
keyfiyyati yiiksak olur;

@ Findiq moahsulu xarici miihit amillorinin(asasan
gomiricilor) manfi tosirloring maruz qaldig:
halda, mohsul itkisina gotirib ¢ixarir;

@ Findigin vaxtinda tomizlonmasi, mahsul
itkisinin garsisini alir;

® Qorzoktomizlayici
masinlar xeyli
insan amoyini
ovaz edir;

® Findiq xiisusi
maginlarla
tomizlondikda
vaxta qonaat
edilir;

® Findiq garzokdon
gabigi zadslonmadan tamizlanmalidir;

® Bu halda mohsulun morfoloji gériiniigii
calbedici olur va xastaliklorin, gizli ¢iirimalorin
yaranma ehtimali vo aflotoksinin amals galma
ehtimal1 azalir.

MOHSULUN CESIDLONMOSI

®7dali, xasto, ¢liriimiis vo gqabigi ¢artlamis
mohsullarin ¢esidlonmosi vacibdir;

® Aflotoksinin amols golmomasi ligiin ¢esidlomoa
aparilmasi ¢ox miihiimdiir. Aflotoksinin manfi
tosirino sada bir misal ¢cokmok olar: 2006-c1 ilda
ancaq Zagqatala rayonunda taqriban 200 ton
findiq lopasi Avropa élkalorindon geri gayitmisdir
, bunun maddi dayari tagriban 1 680 000 ABS
dollar: tagkil edir.

MOHSULUN QURUDULMASI

® Findiq gorzokds anbarda saxlanilan miiddotds ilkin
quruma prosesinin diizgiin aparilmasi ¢ox vacibdir;

® Qurutma diizgiin aparilarsa gizli ¢lirimalor va
aflotoksinin amals golmasinin garsisi alinar;

® Tomizlonmis findiq ¢esidlondikdon sonra, 10-15
sm galinliginda tabags il tabii yolla- glinagli
giinlords ac1q havada tomiz asfalt iizorindo vo ya
quru, tomiz hava yaxsi coroyan edaon tistiiortiili
anbarlarda qurudulmalidir;

® Findiq giin orzinds dafslorls qarigdirilaraq
nomliyi 6% olanadok qurudulmaldir;

® Findiq mohsulunun yarimgiq qurudulmasi
yolverilmoazdir, bu xastoliklorin monbayidir;

® Findiq lapasindas ziilallarin zonginliyini, yalniz
tam qurutmagq vo diizgiin saxlamaqla tomin
etmok olar;



® Findiq moahsulunun tabii yolla glinag altinda
qurudulmasina tstiinliik verilmalidir;

® Quruducu ¢onlords temperatur 35-40 doraconi
agmamalidir.

MOHSULUN SAXLANMASI

® Mohsul quru havanin yaxsi coroyan edo bilocayi,
tomiz ustiiortiilii anbarlarda saxlanilmalidir;

® Findiq mohsulu ancaq cut kisolordo
saxlanilmalidir;

® Findiq mahsulu xastaliklordon miihafizo
edilmolidir;

® Mbohsul zodalonmadon miihafizo edilmalidir, oks
toqdirds xastaliklorin omalo golmasing gotirib
¢ixarir;

® Aflotoksinin amals galmasini angallomak tigiin,
mohsul riitubatdon , nomlikdon qorunaraq
saxlanilmalidir;

® Findiq mohsulu, mohsul itkisino yol vermomok
tiglin zorarvericilordon (gomiricilordon)
gorunmalidir;

® Mohsul, ¢irklonmaya yol verilmadon, torpagla
tomasda olmadan saxlanilmalidir;

® Mohsul kimyavi maddalordon, zaharlordan tacrid
olunaraq saxlanilmalidir;

® Normal soraitds saxlanilan findiqg mohsulunun
keyfiyyati gat-qat yiiksok olur, galirin artmasina
imkan yaranir;

® Keyfiyyatli va yiiksok moahsul ancaq digqgatli
qulluq sayasinds alds edils bilar;

® Keyfiyyatli mohsul daha ¢ox golir aldo etmoyo
imkan yaradir.

Azorbaycan findiginin keyfiyystini qorumag,
diinya bazarinda layiqinca yer tutmasini tomin
etmoak ti¢ilin - findiq bitkisinin becarilmasi,
moahsulun y1gimi, qurudulmasi, saxlanilmasi vo
emal iisullart daim inkisaf etdirilmalidir.

Miiallif: Abdullayeva Norgiz Musa qiz1, Baki Dovlot
Universitetinin biologiya fakultesinin mazunu,
Azorbaycan Elmi-Todqigat Baggiliq vo Subtropik
Bitkilor Institutunun (AzETBvoSBI) dissertanti,
Zaqatala Marketinq Markozinin biznes maslohatcisi

ABAD Markazi Ofisi

Unvan: Uzeyir Hacibayov kiig. 18, mon 86

Baki AZ 1000, Azorbaycan
Tel: (994 12) 498 41 36; 493 52 78
Faks: (994 12) 498 32 73
E-poct: office@abad.az
Veb sohifo: www.abad.az

Marketinq Moarkazlori
Quba Marketing Moarkozi

Unvan: Vagqif kiic. 11
Tel: (994 169) 5 60 93

) Calilabad Marketing Moarkozi
Unvan: Heyder ©liyev Prospekti 118
Tel: (994 114) 3-52-75

Lonkoran Marketing Moarkozi
Unvan: Mirmustafa Xan kiic. 24
Tel/Faks: (994 171) 5 31 29

) Salyan Marketing Moarkazi
Unvan: Xolil Rza Ulutiirk kii¢. 46
Tel: (994 13) 518 71

) Soki Marketing Moarkozi
Unvan: Sabit Rohman kii¢. 15
Tel: (994 177) 4 30 90

Zaq_gtala Marketing Markozi
Unvan: Vidadi kii¢. 15
Tel: (994 174) 5 54 22
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SUCCESS STORY

ABAD Facilitates Stable Supply Chain Linkages through its Work with

Canneries

The increase in supply of raw
materials results in prolonging
the seasonal operational period
for canneries

Photo: IRC/Bahruz Mammadov

Workers at the “Optimal” cannery in
Lenkoran, southern economic corridor

“In accordance with the
ABAD’s demand-driven strat-
egy, we consider canneries as
one of our high impact clients,
as through working with them
we can benefit tens of small-
holder producers,” says Bah-
ruz Mammadov, ABAD Busi-
ness Services Coordinator.

U.S. Agency for International Development
www.usaid.gov

The Azerbaijan Business Assistance and Development (ABAD) program
has effectively worked with a number of canneries throughout Azerbaijan
with inspiring results. Through ABAD’s work with canneries, they were
able to improve the efficiency of the supply chain by supporting the proper
cultivation of fruits and vegetables required by the processors, facilitating
negotiations between the processors and the small-holder producers and
farmers, and organizing the supply of agricultural products to the proces-
sor. This work resulted in an overall increase in the supply of raw materi-
als thereby enhancing sales and local employment.

The ABAD program'’s overall work with canneries served to address one
of the main impediments to business growth in Azerbaijan, i.e., the lack of
cooperation between stakeholders. The lack of cooperation between pro-
ducers and processors results in both a deficiency of raw materials for
processors; and a lack of information by small holder producers on the
processors’ product requirements.

With close support of ABAD’s central office staff and Marketing Centers
(MC), the ABAD consultants have made great efforts to link the small-
holder producers and farmers with over eight canneries throughout rural
Azerbaijan. ABAD consultants have continuously supported the producers
through all stages of cultivation to provide clear information to producers
on how to meet processor requirements. For instance, in Guba-Khachmaz
Economic Corridor, one of ABAD’s long-term consultants Hanifa Aslanov
has worked with Gafgaz cannery to assist in organizing and increasing the
supply of raw materials to the facility. During the provision of the consul-
tancy, Mr. Aslanov worked directly with the farmers to increase their pro-
ductivity through disease control, and to support them in understanding
the potential of working with the processing plant through provision of in-
formation on the raw material requirements of the plant. The consultancy
also significantly contributed to an increase in the quantity and quality of
the supply to the company for products such as walnuts, cherries, cucum-
bers, tomatoes, eggplants and peppers, overall doubling the amount of
raw material available for the company. Consequently, after the consul-
tancy, the number of small holder producers supplying the company has
increased by 333 individuals from 68 communities. This considerable in-
crease in raw materials results in the longer operational period of the can-
neries thereby creating more local employment opportunities. According
to the Monitoring and Evaluation (M&E) Unit of the program after the
ABAD consultancy, the Gafgaz cannery showed an increase in both em-
ployment (44,700 person days), and improved sales ($799,000).

Noteworthy, in the southern economic corridor, more than 100 small
holder producers were linked with canneries and supplied 4,500 tons of
tomatoes and approximately 1,000 tons of process variety cucumbers dur-
ing one season through direct assistance of ABAD’s short-term consul-
tancy.



SUCCESS STORY
Marketing Tools Give Friendly Hand for Company

Marketing Center assisted the company to

regain their success

One of ““Safari”” company employees
working at the plant

Director of “Safari” company Nadir
Huseynov expressed his gratitude for the
intervention of the ABAD Marketing Cen-
ter and commented: “Before | did not real-
ize the value of marketing and thought that
personal connections are enough to keep
the business vital. But personal connec-
tions are very much dependent on market
fluctuation and it is better to work with
many buyers rather than concentrate on a
few. Now | am sure that marketing tools
are the best friends that sustain the future
of the company.”

U.S. Agency for International Development
www.usaid.gov

Photo: IRC/Yuliya Gureyeva

When establishing the new company “Safari” for production of cardboard pack-
aging Executive Director Nadir Huseynov did not expect to have difficulty in
identifying buyers. There were a number of reasons that he anticipated a viable
long term future for the cardboard production plant. First of all, the company
was to be the only cardboard package producer in the northern region of Azerbai-
jan, with the other two similar producers in other parts of the country. Secondly,
the ongoing economic development of Guba region had created a significant
demand for cardboard packaging. For example, the Guba region is noted for its
fruit and vegetables that are sold to large cities in Azerbaijan or exported abroad.
Due to limited alternative options, Guba farmers primarily used wooden boxes, a
heavier and more expensive option than cardboard packaging. The company also
identified another potential group of buyers—Dbroiler companies—recently estab-
lished in the Northern Region.

However, this initial theory encountered challenges in practice.  In June 2005,
the company successfully started its operations during a busy harvest season and
worked steadily with few clients, fruit exporters and one broiler company. Unfor-
tunately, in the early stages of the company’s operations it faced the end of the
harvest season and also experienced a significant decrease in demand from the
broiler industry, as a result of registered cases of ‘avian flu” in Azerbaijan. There-
fore, the “Safari” company faced a big challenge — a significant decrease in de-
mand from its primary identified buyers, and decreased operational capital due to
outstanding debits from the broiler contract.

In order to move forward the company management acknowledged a need to
reconsider their initial strategy and applied for assistance to ABAD Marketing
Center (MC) located in Guba. After doing gaps analysis at the plant, the Guba
MC Business Advisors concluded the company needed to elaborate a marketing
strategy focused on diversification of potential buyers, making the company less
dependent on the harvest season or tied to a specific industry.

To assist in pursuing the company’s marketing strategy, the Marketing Center
developed a marketing brochure for “Safari” company, presenting information
about the company background and products in a user-friendly manner. The MC
Business Advisors also acted as sales agents linking the cardboard company with
other ABAD clients in northern and southern regions of Azerbaijan. In addition,
the Business Advisors recommended that the company open an office in the capi-
tal city - Baku to enable increased interaction with the clients coming from vari-
ous regions of Azerbaijan.

Within a six month period after adopting the new strategy, “Safari” diversified its
range of cardboard packaging to meet the demands of newly identified clients. At
present the company works with total of 50 companies representing different
industries, such as food processing, confection production and the shoe industry.
The company managed to enlarge its geographical coverage and now has clients
outside of the northern regions of Azerbaijan. With support of the ABAD pro-
gram “Safari” company increased its sales tenfold and doubled its number of
employees within a six month period.



SUCCESS STORY
Woven through Time

Consultant Fazil Gahramanov at
the work place

The work of women’s association will continue
to preserve the cultural heritage of Azerbaijan
while also continuing to bring economic
opportunities for the people responding to the
local and international demands for quality,

natural, historic carpets.

U.S. Agency for International Development
www.usaid.gov

IRC/ABAD

Through the interwoven circles, lines, triangles and rhombazoids, the intricate
patterns leapt from their canvas, luring Humay to learn more about the history
of each design. Granted, Humay had been working with carpets for years, but
her appreciation of the history and work involved in each pattern had only re-
cently grown strong, along with her desire to preserve the cultural history of
these national gems. When Humay Mammadova privatized Gadim Guba LLC in
2000, she began her quest to preserve the Azerbaijani carpet industry.

In addition to learning more about the stories of each pattern, she created a
plan to improve the quality of each carpet produced by Gadim Guba, including
the quality of the wool and the dyes used to create each vibrant color. This
search ultimately led Humay to purchase wool from Turkey and Iran, and hire a
natural dye specialist from Canada with the assistance of a local development
organization. However, the wool from abroad has become more expensive and
of questionable origin. Likewise, the Canadian specialist was not able to adapt
the techniques and create quality dies from the local resources, which led to
bleeding colors and lesser quality products.

Although skeptical, Humay agreed to collaborate with another development
project, the USAID funded, Azerbaijan Business Assistance and Development
program, which has the end objective of promoting entrepreneurship in the
regions. The program hired a local expert skilled in creating natural dyes. He
had more than |5 years of experience transforming local plants and insects into
dye solutions and agreed for the first time to not just create batches of natural
dye, but to share his traditional secrets explaining exactly how to create the
dyes naturally. This local expert from Gazakh spent five weeks teaching Humay
and her daughter the techniques for mass scale production of dyes and is in the
process of identifying local quality wool from the Gazakh region. Humay is look-
ing to purchase 6 tons of local quality wool, 2 tons more than she purchased
locally last year.

This wool and newly died yarns will be spun by 160 women, all members of the
women’s carpet association, working in Humay’s production facility in the city of
Guba. Humay expects to expand her production during the coming year. The
first step, to improve production quality, was successfully achieved and carpets
will be ready to sell in September. Next, in order to respond to the overwhelm-
ing demand, she will be revitalizing the workshop increasing the usage of new
looms and devices and providing training to more than twenty new carpet weav-
ing specialists. The work of this women’s association will continue to preserve
the cultural heritage of Azerbaijan while also continuing to bring economic op-
portunities for the people responding to the local and international demands for
quality, natural, historic carpets. One historic pattern, when seen by the naked
eye appears to be a simple series of circles, is actually well recognized in Gazakh
as the symbol of prosperity. Humay can now also recognize this symbol of pros-
perity, and with thanks to the local expert from Tovuz is sharing the opportuni-
ties with many more.



SUCCESS STORY

Farm’s Increased Profits and Jobs are No Small Potatoes

Marketing center helps identify new . . . .
buyers in Russia, and provides After four years of operation, Jalilabad enterprise Elvin

assistance to meet the new demand. 2 had gained a reputation as a reliable supplier of high
quality potatoes, but was still struggling to meet
production costs. Without storage facilities, the
company was forced to send its product to market soon
after harvest, when prices were at their lowest.

In 2005, Elvin 2 management paid a visit to Jalilabad
Marketing Center, supported by the International
Rescue Committee’s USAID-funded ABAD program, to
seek advice on farming operations in the new,
emerging market economy.

Business Advisors first suggested that Elvin 2 begin
sorting potatoes according to size and labeling
packaging accordingly, making it easier for buyers to
know what they are purchasing and building loyalty to
Elvin 2's brand. Next, Business Advisors at the
Jalilabad ABAD helped organize test plots with seed
varieties from Germany, Holland, Russia and Poland to
“Farmers now have to not only determine which produced best in the local

grow produce, but become environment.
skilled business people.
Thanks to the marketing

center, we are learning how to
restructure our farming

practices to meet the demands
of the market economy.”

Elvin 2 owner, Huseynov Agagulu

International Rescue Committee photo

Elvin 2 Worker weeds
Potato farming in green house

The Business Advisors identified new buyers in Russia
and facilitated sale contracts. In 2005 these buyers
contracted to purchased 1000 tons of potatoes from
Elvin 2, making up nearly half of the company’s 2300
tons sold in 2005. The value of the increased in sales
over the previous years was over $200,000.

ABAD also agreed to assist Elvin 2 with a $20,000
grant to cover 45% of the cost of a new cold storage
facility, allowing the company to bring potatoes to
market during the off season when prices are higher.
ABAD will provide technical assistance to set up the
facility and train management to achieve maximum
efficiency. The cold storage will also be used by
U.S. Agency for International Development neighboring farmers to store not only potatoes but
www.usaid.gov other perishable produce, such as fruits and berries.
Elvin 2 expects to add twelve more jobs after the
completion of this facility and increase sales by
$150,000 in the upcoming year.




SUCCESS STORY

Azeri hazelnuts break through global competitive

standards

TRCTABAD

Alijan Alijanov shows hazelnut
trees planted in his family garden

The grant provided by ABAD
helped the partners meet the quality
expectations of their clients,
increase their production capacity,
and exceed their sales volume by
more than 100%.

U.S. Agency for International Development
www.usaid.gov

Proudly touring the hazelnut garden planted by his grandfather, Alijan Alijanov
explained: “Several generations in my family were engaged in hazelnut
growing. But when I decided to start up my business and to process hazelnuts
on industrial scale, | found out that everything is not that simple. The market
economy has strong requirements, and one of the key elements is the quality of
the product.” Now, Alijan can be proud not only of his garden, but also of his
production facility, which was enhanced to meet the quality standards with the
support of the USAID assistance under the Azerbaijan Business Assistance and
Development (ABAD) project.

Two separate hazelnut processing facilities, built by Alijan Alijanov and
Bayram Zuganov at the end of the 1990s in neighboring villages around
Zagatala, had been struggling to obtain a large volume of quality hazelnuts.
However, the limited capabilities of their facilities actually endangered the
quality of the hazelnuts, leading the pair to default on contractual obligations
with large buyers. Although each prefers not to mention it, they each suffered a
dramatic loss in 2005, when 200 exported tons of hazelnuts were returned upon
discovering high toxins levels, due to the excessive moisture caused, in part, by
slow processing.

In 2005, Alijan and Bayram learned about a business assistance project and
applied for help. ABAD Business Advisors adopted a holistic approach and
addressed the issue of quality from two directions. First, they launched a
campaign among farmers on how to cultivate, use appropriate fertilizers and
perform initial processing of hazelnuts to prevent rotting and the buildup of
toxins. Special booklets ‘Hazelnuts: Quality Product Brings High Income’ were
published and distributed among farmers around Zagatala by ABAD Business
Advisors, clients and ABAD partner organizations.

Second, the clients received grants to pave their yard for pre-drying the nuts
and installing metal tanks - a more rapid and efficient drying method than the
outdated chambers previously used by the partners. Today, hazelnut processing
goes quickly and the product reaches the humidity standard that is required for
better preservation within the appropriate time period. This expedited process
also eliminates toxicity and rotting. Overall, the renovated drying capacity is
now able to process 40% more hazelnuts every day. As a result, the two
processing facilities can accept more hazelnuts from local farmers which, in
turn, provides the farmers with a more secure income.

In total, the assistance helped the partners meet the quality expectations of their
clients, increase their production capacity, and exceed their sales volume by
more than 100%. With this new potential, they are now developing plans for
the future. Now, Alijan and Bayram are confident in their abilities to follow
through on all contractual obligations and plan to search for additional buyers
of hazelnuts abroad, primarily focusing on the confectionary industry in
Europe. Alijanov said that he wants to make Azerbaijan hazelnuts recognizable
on the global scale for their high quality, as well as for the taste that
encapsulates the beauty of Zagatala’s nature.



SUCCESS STORY

ABAD Program’s Leasing Support Initiative Component Provides
Opportunities for Rural Business Development

The farmer reestablished his
business with the help of leasing
process

Sakhavat Rustamov trying the
leased tractor at his wheat field

Sakhavat Rustamov thanks the
ABAD program and the
CredAgro leasing company for
the facilitation of his business
challenges: “...the leased
equipment paved a way out of
my challenges.”

U.S. Agency for International Development
www.usaid.gov

Photo: IRC/Elshan Karimov

Sakhavat Rustamov, a farmer for more than 30 years in the Agbil village of Guba district,
was having increasing difficulty cultivating his potato crop due to problems with his Soviet-
era tractor. Using a tractor that was frequently broken and inadequate for his needs, Mr.
Rustamov believed new equipment, including a new tractor, would enable him to improve
production efficiency and increase his potato sales. In order to obtain funding for this
equipment, Mr. Rustamov went through two separate and lengthy loan approval processes
from different financial institutions. The first institution required him to use his home as col-
lateral, something Mr. Rustamov was hesitant to do, and the second loan amount was too
small to cover even half the cost of the equipment.

Mr. Rustamov's situation is not unique. According to the 2005 Azerbaijan Business Assis-
tance and Development Program (ABAD) survey of 960 entrepreneurs in the economic
corridors, entrepreneurs face numerous constraints to rural business development, includ-
ing lack of access to equipment and machinery necessary for agricultural production. One
mechanism to improve the availability of these types of assets is to improve the rural entre-
preneurs’ access to leasing services. Through these services, rural enterprises can lease
the equipment and machinery they need for business expansion or for improving the quality
of their production. Moreover, leasing mechanisms have a distinct advantage over tradi-
tional loans because they don't require collateral which has been identified as a constraint
to credit access in the rural areas of Azerbaijan. Since the client is receiving a piece of
equipment, not cash, from the lease-giver, he is not required to provide other assets as
collateral. All lease payments are then derived from the income generated through en-
hanced production, made possible by the leased equipment.

To stimulate leasing companies’ interest in working with rural entrepreneurs, the ABAD
program issued a tender to select potential partner companies that would be able to expand
their leasing operations into new credit-underserved areas. At present, ABAD’s Leasing
Support Initiative (LSI) has agreements with two leasing institutions — CredAgro and
Unileasing who provide leasing services in the target rural areas.

Prior to partnership with ABAD program, CredAgro provided finance to rural entrepreneurs
and businesses. The ABAD grant of $40,000 will enable them to leverage $240,000 of their
own loan capital to small and medium enterprises as well as individuals located in the
ABAD economic corridors. To date CredAgro has successfully leveraged $277,200 as a
result of providing leasing services to 22 clients.

Unileasing, in cooperation with the ABAD program, has successfully leveraged $1,452,533
as a result of dispersing leasing agreements to 38 clients ($686,651 was provided to 24
clients in the ABAD economic corridors and $765,882 to 14 clients outside the target ar-
eas). The total ABAD grant of $68,000 will enable Unileasing to leverage $100,000 of their
loan capital to rural entrepreneurs.

The opportunity of taking a tractor on lease from the CredAgro leasing company, with assis-
tance of ABAD, became a solution for Sakhavat Rustamov's business problem. Before, the
farmer's yearly sales were $7,100, and now sales have reached $17,700. This fact shows a
100% increase in sales after obtaining the leased tractor. Additionally, the farmer has hired
five more employees and extended his cultivated land area from 4 ha to 5 ha. Moreover,
Mr. Rustamov contracted to plough his neighbors land earning an additional $3,500.



SUCCESS STORY

The Company Succeeds through Business Diversification

ABAD helped Paknur company
to launch new business lines
and expand their firm

Workers at Paknur’s newly established
pasta manufacturing facility

Excited with the achievements in
product sale, Mr. Talibzade, the
owner of Paknur company states: “I
highly appreciate the assistance of
ABAD and its business advisors — in
May, 2006 | applied to ABAD for
obtaining a grant to purchase a
truck for bread distribution, and now
| am proud that just a year later, as
a result of our continuous collabora-
tive efforts the company has re-
cently purchased ten more trucks for
the new bakeries all on its own ex-
pense.”

U.S. Agency for International Development
www.usaid.gov
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When Mr. Maharram Talibzade first launched the Paknur company he never dreamed that his
company’s product would become a staple in the region. When Mr. Talibzade first applied to the
Guba-based ABAD Marketing Center (MC) with the intention of expanding his grain processing
mill and bakery in the Khachmaz region, he did not realize the tremendous opportunities for
growth. With the help of the MC business advisors who conducted a comprehensive market
research and assisted in sound business plan development, the Paknur company launched an
additional bakery in the neighboring region of Guba at the beginning of 2006. The MC business
advisors also helped the company identify and link appropriate bakery equipment vendors for the
new plant. When the bakery started its operations, company management encountered a chal-
lenge in terms of bread distribution in the new territory due to a lack of financial resources to
purchase a delivery truck. To address this issue Paknur company applied to Guba MC in May
2006, and quickly received an ABAD grant of $4,000, covering half of the total cost of the deliv-
ery truck. The other 50% was provided by the company itself as a matching contribution. The
availability of the truck has enabled the company to distribute their bread to shops in the region
and to shops in the neighboring Gusar region significantly facilitating product sales. At present,
bread sales in the new Guba bakery are approximately $700 per day and the new bakery now
employs an additional 35 people.

Encouraged by the success of the Guba bakery, the company built an identical bakery in another
neighboring region - Khudat. Noteworthy, each of the three bakeries mentioned are a welcome
addition to their communities and serve to address the bread supply demands of their respective
districts. The company is grateful to ABAD MC for their invaluable assistance and is proud to
serve a wider sales area.

Additionally, in April 2006, the Paknur company applied to the Guba MC with a request to help
launch a new business line — pasta manufacturing. After comprehensive market research, the
MC business advisors assisted the company in developing a substantial business plan and in
identifying a firm to purchase proper pasta manufacturing equipment. Out of the three firms iden-
tified by the MC, the company selected and contracted with “Russkaya Trapeza” located in Rus-
sia and successfully launched operations as a pasta manufacturing facility in the vicinity of the
company-owned flour mill in Khachmaz region. The production capacity of the pasta manufactur-
ing facility is 3 tons per day. However, due to certain business factors the facility currently pro-
duces 10 tons of pasta per month, averaging $5,000 in sales per month. Moreover, the launch of
the pasta facility enabled the company to employ 21 additional workers. Of note, the sale of
pasta significantly increased after receiving marketing advice from the MC regarding product
packaging. The company initially used to sell 300 gr. packages of pasta; however, after the MC
conducted market research and identified the demand for larger packages, the company agreed
to produce 1 kg packages incorporating a completely new color scheme and design. This inno-
vation proved to be a success. Since the flour used for pasta production is produced by the
company itself, the company can afford to sell the 1 kg packages for the same price as the 300
gr. packages produced by other companies. Eventually, the success of Paknur translates into
customers’ savings and wellbeing, thus contributing to the welfare of the region.

In April, 2007 the owner of the company participated in the Education Tour to Estonia, organized
by the USAID funded ABAD program in collaboration with Strategic Technical Assistance for
Results with Training (START). Mr. Talibzade returned with ingenious ideas for business man-
agement and expansion based on impressions gained from his Estonian business experience.
At present the company is in the process of negotiating with a German firm to launch a sausage
manufacturing plant.



SUCCESS STORY

One Organism’s Waste Is Another Man’s Profit

Marketing Center helps an
entrepreneur start an
environmentally-friendly business
producing biohumus fertilizer

International Rescue Committee photo

Shabran-D founder
Shohret Mammadov displays his
first batch of biohumus fertilizer

US. Agency for International Development
www.usaid.gov

After numerous failed attempts to grow trees in saline
soil near the sea, Shohret Mammadov put down his
shovel and put his mind to investigating fertilizer
alternatives. He learned that an effective way to fertilize
otherwise useless land is by using biohumus fertilizer,
which is produced by California red worms. He decided
to create a company, Shabran-D, to produce and sell
the fertilizer.

Salinization, degradation and erosion of soil are real
problems in Azerbaijan. According to studies,
Azerbaijan’s tillable territory is decreasing by thousands
of square kilometers each year, and in many cases, the
problem can be solved through appropriate use of
fertilizers. Studies supported by the President’s State
Program on Socio-Economic Development indicate an
annual demand for fertilizers in Azerbaijan of 1.8 million
tons, but current production meets only 15% of this
demand.

Mr. Mammadov recognized that producing biohumus
fertilizer could prove to be both environmentally and
economically friendly, so he went to the Guba Marketing
Center, supported by the International Rescue
Committee’s USAID-funded ABAD program, for help in
launching the enterprise. With the technical support of
the Center, Shabran D established a facility and tested
its first batch of 70 kilograms of California red worms.
When the worms thrived, the marketing center facilitated
an ABAD grant to defray the cost of purchasing an
additional 500 kilograms of the worms.

The Shabran-D facility is already producing 7.5 tons of
biohumus each month. And as the worms grow, so will
their production capacity, and production for the first
year is expected to reach 2,400 tons, with gross sales
reaching $500,000. This will mean growth in
employment opportunities, as well, as Shabran D
anticipates increasing its number of workers from six to
20.

In addition to being highly profitable, the local availability
of biohumus may help popularize ecologically-sound
agriculture in Azerbaijan. “Biohumus is extremely
important for eco-friendly farming”, Mr. Mammadov
says. “It is a zero-waste process; worms convert all
types of organic matter, including processed food and
manure, into biological fertilizer that can, for example,
raise the productivity of green houses by up to 30%".



Demand-Driven Approach Brings Results

ABAD Marketing Center helps
introduce early-maturing varieties

Oversupply at Harvest Time Can Lead
to Low Prices for Traditional
Watermelon Varieties

A buyer who had previously imported
watermelons from Iran was assisted by
the ABAD Salyan Marketing Center in
finding a local producer willing to
cultivate the early-maturing variety that
the buyer wanted. In the first season,
this cooperation resulted in creation of
eight jobs and increased sales by nearly
$ 9,000.

One of the biggest problems facing watermelon growers in rural Azerbaijan
is selling their product. Every year farmers raise thousands of tons of
watermelons. Most rely on dealers who visit their farms to buy the
watermelons and transport them to the cities. Since most farmers plant their
melons at the same time, they also harvest simultaneously. This leads to a
surplus on the market and drops in prices, often to the extent that farmers’
revenues do not cover their production expenses.

The Gunesh farm in Salyan has grown watermelons for many years. The
farm has a reputation for producing watermelons of the optimal size and for
its strict compliance with agricultural and hygienic standards. However, the
farmer hesitated to cultivate his entire plot since the demand is
unpredictable. Last year, for example, the company produced 25 tons of the
Global variety of watermelons, but was able to sell only 18 tons. The
remainder rotted in the field.

This year was different. The Salyan Marketing Center of the Azerbaijan
Business Assistance and Development program (ABAD) identified a buyer
from Baku who wanted to buy 80 tons of the Shaban variety watermelons, an
early maturing variety. Shaban watermelons are typically imported to
Azerbaijan from Iran. They are known for their large size, sweet red pulp
and attractive light green rind.

The ABAD Marketing Center communicated the buyer’s needs to the farmer
and facilitated a contract between them. This year the farmer grew the
Shaban variety for the first time, with assistance from the Marketing Center
in procuring seeds and obtaining information on appropriate cultivation
techniques. In order to produce the required 80 tons, the farmer devoted
additional land to cultivation, which he had been unwilling to risk in the
past. The contractual relationship provided the farmer with secure income
and enabled him to dedicate his efforts to bringing a higher-value product to
the market.

The USAID-funded assistance from the Marketing Center resulted in
creation of four full-time and four seasonal jobs at the Gunesh farm and
increase sales by nearly $9,000.



Pictures from USAID/ABAD Semi-Annual Report #1

Pre-Bidders’ Conference — Lenkoran,southern
Azerbaijan

Pre-Bidders’ Conference — Lenkoran,southern
Azerbaijan



Start-up trainina — Lenkoran Corridor. Masall

Packing House Pre-Feasibility Study - Lenkoran
economic corridor




The Jalilabad Agro-Business Company (JABC) Director
(standing, left) working with ABAD Staff



Pictures from USAID/ABAD Semi-Annual Report #2

At a grain processor’s plant near Baku, capital of Azerbaijan

Masally tomato bazaar, southern Azerbaijan



A woman entrepreneur operating home-based
bakery producing cookies for schoolchildren

Flour mill owner in Jalilabad, southern Azerbaijan




Pictures from USAID/ABAD Semi-Annual Report #3

Hazelnut processor from the
Zagatala corridor, northern
Azerbaijan

Workers raise a utility pole for a Jalilabad flour mill’s
new electric line, southern Azerbaijan



A Salyan Marketing Center client
displays her wares

ABAD’s M&E Team at

limestone brick producer’s enterprise, Gazakh, north-
western Azerbaijan



Pictures from USAID/ABAD Semi-Annual Report #4

Worker showing potato greenhouse, where first
harvest is cultivated, Jalilabad, southern Azerbaijan

New packaging provided by Packaging Producer
client for Juice Production client, linked by Guba
Marketing Center (MC), northern Azerbaijan



Workers loading the delivery truck with fresh tea leaves,
tea leaf processing joint-stock company, Lenkoran,

Expert consultant searching for “golden dye root” to
develop maroon dye for wool, for “Gadim Guba” carpet
weaving plant, northern Azerbaija



Local worker uses circular table saw (the ABAD
grant) for the first time, furniture production,
Sheki, northern Azerbaijan

Honey Producer displays the honeycomb
developed by his worker bees, Sheki, northern
Azerbaijar




Hazelnut de-husking machine,
Patos, requested by Hazelnut
Processing clier

Recently trained technicians working in the expanded
beauty salon in Gazakh



Proud owner showing off his newly
constructed drying tanks from durable
scrap metal left from Soviet a

Freshly laid asphalt for Hazelnut drying




COP, Tom Lemley and Cred Agro
representative, Eldar Jafarov finalize
agreement between the institutions

Old soviet era tractors should be
replaced

Brand new tractors will reach farmers
through leasing services

Operator from Public TV channel
embraces newly born calf




Flour Mill owner and EC Coordinator,
Mr. Nehmetov explain operations to
journalists

Biohumus Fertilizer Presentation in Guba

Director of Business Services, Tracy
Shanks informs journalists of
program’s successes




Pictures from USAID/ABAD Semi-Annual Report #5

Consultant Azad Bahaddinov examines plants for diseases and
pestswith local farmer

Theflour products from Guba reach
international markets




Diversification of buyersrequired
company to diversify its range of
cardboard packages

Collecting potatoesin the fertile fields of Jalilabad




Meeting with Mollaburhan community membersto discuss
per spectives of cultivating green peasfor Gafgaz Tined
Food Factory

Father of the client istesting the new extractor
that recently arrived to the
family owned bee farm




Worker using new furniture tool

Honey comb production




Seadet, Director of bakery presentsnew variety
of bread (lavash) produced in the new oven

US Ambassador cutting red ribbon
at the cold storage facility




Women discuss prospects for
development of rural
businesses

Monitoring specialist collects information
by visiting facilities of the ABAD clients
and conducting personal interviews with

them and their employees




Organization of the export supply generates not only increasein
sales but also additional person days, especially during high
seasons in summer months




Pictures from USAID/ABAD Semi-Annual Report #6

Having visited strawberry greenhouses, the participants could see
the results of proper irrigation system within greenhouse conditions
(International trainings/training in Israel)

Training participants testing pipes and measuring
pressure to optimize the irrigation regime
(International trainings/training in Israel)



In-country trainings / Sugar-beet production workshop

One of the ABAD-assisted canneries




Sugar-beet production workshop sessions

Preparation of solution to disinfect production
area

New cheese varieties in Salyan-based
dairy enterbrise




Grantee satisfied of having new sprayer and
tractor

New varieties of bread cooked in new
bakery oven

Group discussions at the Guba Business Forum



ABAD client, a Zagatala-based beekeeper,
provides information to a visitor at Baku Food
Industry Exhibition
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