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PRIVATE SECTOR COMPETITIVENESS ENHANCEMENT 
PROGRAM 2009 ANNUAL REPORT 

 
 

EXECUTIVE SUMMARY 
 
Chemonics is pleased to present the Private Sector Competitiveness Enhancement 
Program’s (PSCEP’s) 2009 Annual Report.  
 
In this first year we have laid the administrative and institutional foundation for the 
program. Beyond the basics of setting up a fully functioning office in the first month 
of operations, the PSCEP entered into contractual relationships with five Business 
Development Service (BDS) providers in five regions who together with PSCEP 
Value Chain Specialists are providing assistance to more than 70 enterprises directly 
and well over 150 enterprises indirectly. PSCEP entered into Memoranda of 
Understanding (MOUs) with six commercial banks and with two leading investment 
funds who regard PSCEP and USAID as their key partners. This foundation has 
permitted PSCEP to deliver on concrete results in this first year, with accelerated 
results expected in Year 2.  
 
2008/2009 highlights described in more detail in the following sections include: 
 

• Completing and disseminating the results of the Domestic Resource Analysis 
(DRC), which included an assessment of the comparative advantage of 38 
sectors. The DRC was acclaimed by private sector representatives and 
Government of Azerbaijan (GOAJ) officials. Most importantly, it provided 
USAID with an effective mechanism for dialogue on agricultural subsidies. 

 

• Development of nine comprehensive sector Action Plans, providing a strategic 
and operational road map for delivering transformative assistance in sectors 
we support. 

 

• Selection of five BDS covering five distinct geographic regions. 
 

• Leveraging of approximately $23.7 million dollars, or a leverage ratio of 1:7 
in Year 1; that is, for every dollar spent by PSCEP in Year 1 (approximately 
$3.2 million total), the program leveraged more than $7 in access to finance. 
We consider this an impressive first-year achievement. 

 

• Competitiveness Plans signed with client companies through the BDS 
providers that will generate sales and employment increases well above the 50 
percent and 30 percent targets, respectively.  

 

• MOUs signed and established highly productive relationships established with 
six commercial banks and the Azerbaijan Investment Company (AIC) and the 
Caspian International Investment Company (CIIC). The banks have provided 
more than $4 million in credit as a result of PSCEP assistance, while the two 
investment companies have made investments of more than $10 million with 
PSCEP assistance.  



 

2 ACTIVITIES AND ACCOMPLISHMENTS IN FISCAL YEAR 2009 

 

• Trainings provided to 451 individuals in finance, cold storage, dairy, poultry, 
aquaculture, and other sectors. 

 

• Six workshop conferences conducted in aquaculture, cold storage, poultry, and 
the DRC analysis, bringing stakeholders together to solve common problems. 

 

• Two new associations established in aquaculture as well as cold storage and 
increasing the visibility and role of the National Poultry Association 
significantly increased.  

 
In sum, PSCEP is delivering transformative assistance in all our selected sectors that 
goes well beyond firm level assistance. Every project has a natural takeoff curve from 
start-up to establishing relationships and establishing the necessary mechanisms to 
deliver effective assistance and sustainable results. While the project faces some 
critical issues such as the budget situation, which must clearly be addressed, PSCEP is 
poised to deliver even greater results in our second year of operations.  
 
 

Participants in the May 5, 2009 BDS Workshop in Baku 
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ACTIVITIES AND ACCOMPLISHMENTS IN FISCAL YEAR 2009  
 
A. INTRODUCTION 

USAID launched the Private Sector Competitiveness Enhancement Program (PSCEP) 
— a three-year, US$6.6 million program implemented by Chemonics International 
Inc. — on September 25, 2008. This report provides an overview of PSCEP’s 
operations in Year 1.  

Azerbaijan is a challenging place in which to promote competitiveness for a variety of 
reasons: a complex socio-economic and political culture that combines modernism 
and demonstrates all the dynamism of an emerging economy combined with a statist, 
Soviet legacy that hinders transparency and cooperation and where little social capital 
exists; a talented people with weak institutional capacities; and a rich, fertile 
agriculture and agribusiness sector combined with monopolistic enterprises and other 
policies that restrict competition and limit opportunities. Despite these challenges, at 
the end of PSCEP’s first year, we are optimistic about the country’s future and the 
contribution that USAID can make through the PSCEP program.  

In this first year we have laid the administrative and institutional foundation for the 
program. Beyond the basics of setting up a fully functioning office in the first month 
of operations, the PSCEP entered into contractual relationships with five BDS 
providers in five regions who together with PSCEP Value Chain Specialists are 
providing assistance to over 70 enterprises directly and well-over 150 enterprises 
indirectly. PSCEP entered into MOUs with six commercial banks and with two 
leading investment funds that regard PSCEP and USAID as their key partners. This 
foundation has permitted PSCEP to deliver on concrete results in this first year, with 
accelerated results expected in Year 2.  
 
B. ADMINISTRATIVE ACTIVITIES 
 
Key administrative benchmarks included: 

• Fielded a start-up team one week after project start-up and fielded the Chief of 
Party and Deputy Chief of Party in less than two weeks.  

• Established a fully operational office by 
November 2008, including transfers 
through the second quarter of equipment 
from World Leaning (printers, copiers, 
and other office equipment), ACDI 
VOCA (two SUV automobiles), Bearing 
Point (office furniture, and Chemonics’ 
sister project, TIRSP (office furniture). 
The complete PSCEP team was 
contracted by December 2008 and fully 
in place by January 2009.  

• Developed field-office policy and 
procedures manual and obtained 
approval for first year work plan 
(November 2008 – February 2009).  

PSCEP VCS, Yashar Farajov; PSCEP COP Dan 
Cruz-DePaula; and USAID Country Coordinator 
Scott Taylor at PSCEP Inauguration – May 2009 
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• Undertook independent local audits with a satisfactory rating in May.  

• Created a multifunctional database to track PSCEP’s assistance as part of the 
program’s monitoring and evaluation (M&E) component. The system will allow 
PSCEP to track sales, jobs, and investments for the companies with which 
competitiveness plans are signed. The system will also contain meeting and trip 
notes for site visits and M&E verification of the statistics (September). 

 
C. PROGRAM ACTIVITIES 
 
C1. Strategic Framework: Getting Started and Sector Selection 
 
PSCEP’s initial contractual mandate included sector selection based on quantitative 
Domestic Resource Cost analysis (DRC) and qualitative assessments (Action Plans, 
review of existing analyses, dialogue with stakeholders) to identify those sectors with 
the best comparative advantage. The project objective is to transform comparative 
into competitive advantage. In theory, these activities would be sequential. In 
practice, both USAID and Chemonics agreed that in order to expedite project 
implementation, activities in preselected sectors such as those in agro-industry would 
begin prior to completion of both the sector plans and the DRC.  
 
C1a. DRC Analysis  
 
In November-December 2008, senior economist, Dirck Stryker, one of the pioneers of 
DRC methodology, conducted analysis on the first 15 non-oil subsectors. The DRC 
ratio measures the cost of generating one unit of foreign exchange with domestic 
resources. A DRC of less than one indicates that to generate a unit of foreign 
exchange through production of that product, it takes less than one unit of domestic 
resources and therefore, a product or sector has a comparative advantage. The initial 
products analyzed included:  
 

• Early potatoes 
• Persimmons 
• Greenhouse vegetables  

(tomatoes and cucumbers) 
• Cherries 
• Pomegranates 
• Pomegranate juice 
• Apples 

• Hazelnuts 
• Poultry  
• Dairy 
• Packaging materials 
• Trade and transport 
• Furniture 
• Construction materials 
• Waste management  

 

In January and then in March 2009, Dr. Stryker returned to Azerbaijan to initiate the 
second and third phases of the assessment on an additional 22 subsectors: 
 

• Wheat 
• Barley 
• Rice 
• Feed corn 
• Apple juice (for EU markets) 
• Citrus (kiwi and feykhoa) 
• Tomato paste 
• Processes meats 
• Packaging 
• Tea 

• Beekeeping 
• Feed mills 
• Carpets 
• ICT (computer assembly) 
• Catering services 
• Protective clothing 
• Waste management (used tire removal 

and brine treatment) 
• Refrigerated truck assembly 
• Silk cloth 
• Software 



 

PSCEP FY 2009 ANNUAL REPORT 5 

In addition, at USAID’s request Dr. Strycker undertook a third phase of the DRC in 
May and June 2009 to analyze the competitiveness of Azerbaijan’s petrochemical 
sector as well as a more in-depth analysis of an additional seven subsectors related to 
packaging — corrugated cardboard cartons, plastic containers, bottles and jars; cold 
storage — refrigerated truck assembly; information communications technology 
(ICT) — software development; textiles — silk textiles; and tea production and 
processing. 

DRC analysis is a time-consuming methodology requiring the preparation of 
extensive questionnaires to determine costs, implementation in the field in different 
regions of the country, subsequent analysis, and reliable statistics on world trade for 
these products. In many cases it required a second set of field surveys when the team 
identified statistical uncertainties. PSCEP contracted four local consulting firms over 
a period of four months, which conducted over 250 surveys. The activity required the 
hiring of additional PSCEP short-term staff, as well as assigning one full-time PSCEP 
Value Chain — or a third of our Value Chain Specialist (VCS) staff — covering the 
regions) to the analysis. Accordingly, the investment in the DRC analysis was 
substantial, in both budget resources and staff time. 

The DRC generated extensive interest from the private sectors GOAJ officials (see 
box below). In particular, it provided a valuable window of opportunity for USAID to 
engage the GOAJ in substantive policy dialogue, well beyond the scope of PSCP. 

At the request of the Ministry of Economic Development (MOED), in February Dr. 
Stryker held a workshop on the theoretical underpinnings of DRC methodology, the 
impact of DRC analysis, and the applications of the DRC to policy issues for the 
Institute for Scientific Research on Economic Reform (ERSRI) within the MOED. 
More than 20 representatives from the MOED participated in this event. Throughout 
his consultancies, Dr. Stryker again met with representatives of the MOED, the 
Azerbaijan Central Bank, and other GOAJ institutions, including the Presidential 
Apparatus on the results and implications of the DR analysis. He also made a 
presentation to the American Azerbaijan Chamber of Commerce, attended by more 
than 60 individuals.  
 
C1b. Sector Action Plans  
 
From December 2008 to May 2009 PSCEP completed these Sector Action Plans: 

• Finance and investment 

• Poultry 

• Dairy 

• Cold chain and storage 

• ICT 

• Aquaculture 

• Greenhouse production 

• Packaging materials 

• Food safety1 

• Manufacturing support services 

                                            
1 Not a subsector per se, food safety activities nonetheless required a concrete, stand-alone strategy. 
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DRC Impact: Supporting Reformers and Giving USAID A Policy Dialogue Opportunity 

Azer Amiraslanov believes that he has one of the most challenging jobs in Azerbaijan: advising 
the Presidential Apparatus on agricultural policy and helping to create “a modern, agricultural 
sector in the face of many competing interests.” One of the tough issues this year was a review of 
state agricultural subsidies, for which there was considerable political support, but, as he puts it, 
“are simply draining our budget.” He is correct. Agricultural subsidies to wheat farmers alone 
account for more than 10 percent of the state agricultural budget. His face lit up when DRC 
consultant Dirck Strycker, COP Dan Cruz-DePaula, and USAID CTO Paul Davis debriefed him 
on the DRC analysis and specifically on DRCs for wheat and other grains. “This is exactly what 
I’ve been looking for to back my arguments [for streamlining and better targeting subsidies],” he 
told the PSCEP team. The DRC analysis had uncovered the fact that the large subsidies 
allocated by the state are, first of all, only reaching large farmers. Moreover, the analysis 
demonstrated that while extremely costly overall, at the farm level the subsidy only mildly affected 
the profitability and comparative advantage of these farmers. In other words, the subsidies were 
expensive and were having only limited impact on increasing overall food production, which was 
their aim as part of the National Food Security Policy. Following our meeting, he requested that 
Dr. Strycker make additional presentations to key senior officials in key government institutions 
such as the National Bank of Azerbaijan (central bank), the Ministry of Agriculture, and the 
MOED. Agricultural policies are, of course, a politically sensitive issue in nearly everywhere, with 
countries such as the U.S. and those of the EU being no exception. The subsidies are still under 
review today. But the technical support that the DRC provided to reformers such as Mr. 
Amirasnalov have, by their own words, been an important contribution to the policy formulation 
process. Other GOAJ institutions such as the Azerbaijan Investment Company and AZPROMO 
have made the DRC analysis is sector selection.  

With limited in-country capabilities to provide transformative strategic direction, 
PSCEP relied on international consultants as well as in-house staff to conduct all the 
Action Plans. They typically included three-week to one-month consultancies 
involving travel through the country to meet with stakeholders, especially associations 
and leading industry firms and conduct exchanges with BDSs; and initial, mid-way, 
and exit debriefings with USAID.  

The process was extended for several months longer than anticipated due to PSCEP’s 
absorptive capacity. Early on it became evident that for PSCEP to benefit the most 
from each plan and to provide adequate quality control, a PSCEP staff member should 
travel with the consultant and participate in meetings with stakeholder. This 
essentially involved having a staff member dedicated almost full-time to the Action 
Plan and working with the consultant. The Action Plans were carried out at a time 
when PSCEP was undertaking the DRC, procuring BDS services and establishing 
working relationships with them, as well as other institutions.  

The Action Plans provide a strategic and operational roadmap for PSCEP’s work in 
these sectors. They are living documents that are reviewed and amended from time to 
time during implementation.  
 
C1c. Sector Selection 
 
Based on the DRC, previous studies on sectors and value chains in Azerbaijan, and 
the sector Action Plans, PSCEP selected the following sectors (sectors are denoted by 
numbers and subsectors by letters):  
 

1. Fruit and vegetable 
a. Cold chain and storage 
b. Greenhouse production 
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c. Packaging materials 
d. Juice and other processing 

 

2. Poultry 
a. Broiler production 
b. Egg production 

 

3. Aquaculture 
 
4. Dairy 
 

5. ICT 
 

6. Finance 
a. Commercial bank lending 
b. Equity investments 
c. Subordinated/mezzanine debt 
d. Leasing 

In addition to these, PSCEP explored support to several other sectors. For example we 
held numerous discussions with British Petroleum (BP) regarding manufacturing 
support services (a loosely defined, but recognized sector incorporating non-oil light 
manufacturing and catering support to the oil industry). After these extended 
conversations, however, we came to the conclusion numerous reorganizations of BP’s 
supply chain management division did not provide a sufficiently clear payoff for our 
support. Similarly, the Lankaran Business Center BDS had undertaken a draft Action 
Plan of the furniture sector that we will complete if PSCEP decides to work in this 
area in Year 2. 

PSCEP uses a narrow definition of subsector that focuses not on individual products 
(tomatoes, cucumbers, persimmons, pomegranates) but in subsectors and areas where 
interventions will have a transformative impact across a series of value chains and 
products. In dairy, for example, client companies work in powdered milk and fresh 
milk, and cheeses — all recognized subsectors. We do not treat them as such, 
however, because our work is focused on addressing the quality and supply of milk 
from small farmers to processors, and not just those individual products. The same is 
true in the fruit and vegetable sector, where, utilizing a broader definition, PSCEP is 
easily working in more than twenty subproducts.  

The section below describes PSCEP’s work in each of these areas. 
 
C1d. BDS Selection 
 
PSCEP selected five BDSs to lead program efforts. These are: 
 
Guba Marketing Center (GMC) in Guba 
The Young Agrarians (YA) in Ganja in Guba 
The Business Innovation Center (BIC) in Sheki-Zagatala 
The Lankaran Business Center (LBC) in Lankdaran  
The Jalilabad Agribusiness Center (JAC) in Jalilabad 

USAID Visit to Optimal in Lankaran – Labeling 
& Packaging Compote. August 2009 
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PSCEP selected the BDSs through a competitive bid process announced through 
newspaper ads, the Internet, and other means. In December, PSCEP conducted 
bidders’ workshops in all the solicited regions to explain program objectives and the 
request for proposal and to answer general questions. More than 15 organizations 
attended the events, with PSCEP receiving 12 proposals following the conference. 
The RFP established clear criteria and a scoring system for selection. The review 
committee included the COP, DCOP, and PSCEP’s value chain specialists. The 
USAID CTO also participated in the committee. PSCEP met on three occasions with 
the MOED to review the proposals, and answer questions. MOED participation 
resulted in a month-long delay of BDS selection, but with eventual MOED 
concurrence on the selection. 

The map below illustrates their geographic coverage.  

2

Guba:

•Cold Storage (3) 

•Aquaculture (2)

•Hazelnuts (1)

•Processing (1)

Baku:

•Finance:

(Debt 6, Equity 3)

•GDA (4)

•ICT (8)

Jalilabad

•Dairy (2)

•Potatoes (6)

•Grapes (4)

•Cold Storage (1)

•Processing (1)

•Furniture (1)
Lankaran:

• Dairy (2)

• Greenhouse (2)

• Furniture (4)  

•Processing (2)

Sheki:

•Aquaculture (3)

•Greenhouse (1)
•Processing (1)

•Hazelnuts (1)
•Construction 

Materials (1)

Ganja:

•Poultry (3)

•Greenhouse (1)

•ColdStorage (3)

•Aquaculture (1)

*numbers are firms per heading by region

Map of BDS Assistance Distribution

 
 

In the 2008 Work Plan, PSCEP presented and USAID approved an incentive-based 
compensation system for the BDS. In practice, despite considerable effort, this 
approach proved to be unworkable. Among many issues, developing clear baselines 
for sales and employment in a country with little tradition of transparency made the 
system difficult to implement. Of course, this is an issue for monitoring and 
evaluation of program activities in general — but it was especially burdensome when 
payments to BDSs had to be based on solid numbers.  

The BDSs have proved to be indispensable in giving PSCEP a local presence in the 
regions — an absolute must in Azerbaijan. As discussed in other program documents, 
however, their capabilities differ considerably. In general, they have been much 
weaker than anticipated, though we are confident that the selection process resulted in 
bringing forward the best applicants. In 2010, PSCEP and USAID will need to assess 
the BDS relationship further. It is worth repeating, however, that the approach taken 
by USAID in program design and PSCEP in implementation of working with local 
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BDS at the start of the project has been correct and key to program success, despite 
their limitations. 
 
C2. Sector Support 
 
C2a. Finance and Equity Investment 

Enhancing access to finance to Azerbaijan’s private sector is critical PCEP objective. 
The sector is divided into two components: commercial bank lending and equity 
investments by investment companies, private investors, and facilitating self-
investments by companies themselves.  

In our first year, PCEP leveraged more than US$23 million in financings, as 
highlighted in the table below.  
 

Company Investors/Financiers Amount Comments 

NAA Cold Storage 
(Ganja) 

CIIC $8.0 mm
2
 

PSCEP technical 
consultants assisted CIIC in 
technical review of cold 
storage, packaging, as well 
as greenhouse elements of 
transaction.  

Hallow Glass 
Company 

AIC $6.0 mm
3
 

PSCEP consultant reviewed 
valuation model, financial 
assumptions, and made 
recommendations for AIC to 
better reflect future value.  

Working Capital 
Financing  

PSCEP-supported six 
commercial banks 

$4.5 

Transactions completed as 
direct result of PSCEP 
training, short-term technical 
assistance 

BestComp 
Bank of Azerbaijan and Royal 
Bank (PSCEP supported 
banks) 

$0.8 mm 

PSCEP team put together 
highly innovative factoring 
arrangement that will permit 
expansion of national 
computer program, 
delivering thousands of 
computers to rural teachers 

Davachi Broiler, 
Canub Agro 

Company investment $2.0 

PSCEP reviewed 
investment as apart of 
technical due diligence; 
advised company on layout 
and equipment 

BDS assisted 
financings 

Local banks $2.2 
BDS-facilitated loans for 
clients 

Total  US$23.70  

 
Given total program expenditures of $3.2 million during its first year, PSCEP 
investment/finance leveraging ratio exceeds 1:7 in its first year of operation. That is, 
for every dollar expended by PSCEP, the program has leveraged $7 in financing.  
 

                                            
2 Transaction completed with first disbursement completed; CIIC to make second disbursement in fall. 
3 Transaction finalized, but funds pending, to add colored glass manufacturing. Transaction may be 
increased by several million as a result. 
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PSCEP Credit Management Training Certificate 
Award Ceremony – June 2009  

C2a1. Commercial Bank Financing 
 

PSCEP signed MOUs with six mid-sized commercial banks as the core of commercial 
bank financing activities.4 The MOUs established a commitment of approximately 5 
million AZN in new credits by each bank in short-term credit instruments introduced 
by PSCEP. Given the high cost of funds and the international credit crisis affecting 
Azerbaijani banks, no bank currently provides long-term credit except through 
rediscount lines or through the State Entrepreneurship Fund, which provides 
subsidized credit. Nonetheless, PSCEP is focusing on enhancing the availability of 
badly needed working capital and other forms of financing. The six banks are:  
 

1. Mugan Bank 
2. Rabita Bank 
3. Bank of Baku 
4. Royal Bank  
5. Azerdemiryol Bank 
6. Bank of Azerbaijan 

Support to these banks is aimed at strengthening their overall capacity to enhance 
financing to SMEs through credit training, cash flow analysis, and the introduction of 
new financial instruments. The component also aims to assist the banks in reviewing 
individual transaction and improving transaction flow by securing financing for 
PSCEP client companies through our BDSs. 

Capacity-building 

PSCEP delivered four consultancies by Rick Currie to provide credit training, 
introduce working capital and trade finance products, and initiate development of new 
short-term credit instruments departments in each of the banks. Mr. Currie, together 
with PSCEP’s finance specialist, Ramal Jafarov, reviewed bank policies and 
procedures, developed work plans with each bank, as well as loan templates and 
required documentation for the banks to immediately begin lending and 
institutionalize the process. Consultant 
Jan Buresh delivered provided services 
for more than four weeks, providing 
SME cash flow and transaction specific 
training to each of the participating 
banks. Ms. Buresh customized the 
training for each bank and used actual 
loan applications to walk through the 
bankers on how cash flow based 
lending, and structuring payments to 
coincide with payments could result in 
increased profitability for the banks. 
PCEP closely coordinated this activity 

                                            
4 Azerbaijan has approximately 44 banks but the sector is highly concentrated. The six largest banks 
own more than 70 percent of assets. Accordingly “mid-sized” in Azerbaijan includes banks that in most 
countries would be considered very small. PSCEP intentionally chose these smaller banks, as many of 
the large banks are linked with government-associated holding companies. 
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PSCEP’s Impact: Activities on Access to Finance 

Finance leveraged: $23.7 million 
 
Number of people trained: 40 
 
Productive relationships established: MOUs with AIC, CIIC, and six commercial banks 
 
Innovations: Introduced factoring to complete an innovative financing for the National Computer Project 
of $800,000; introduced purchase order financing. 
 
Workshops/conferences: Cosponsored with AIC two highly successful conferences introducing the 
concept of equity financing 
 
Transaction assistance: provide technical and financial analysis assistance to CIIC and AIC in closing 
two major equity transactions. 

with PSCEP’s Financial Stability Support Program.  

Lending 

PSCEP’s finance specialists worked closely with potential SME clients to facilitate 
financing through the six partner banks and promote best SME lending practices. 
PSCEP also provided training to our regional BDS providers and explained 
procedures on how to link SME customers with the banks and how to help provide 
financing for those companies. In order to accelerate the process, PSCEP’s financial 
team developed an Initial Loan Application Form. As a result, it now takes only three 
business days for the banks to review and provide feedback on credit applications 
versus the several weeks it used to take. To date, 33 companies and individuals have 
received financing from the banks with PSCEP assistance in the amount of 3,724,660 
AZN (or approximately US$ 4.5 million). This does not include a 600,000 AZN, 
innovative factoring mechanism designed and facilitated by PSCEP for financing the 
expansion of the national computer project (see ICT section below) and 1,770,000 
AZN loan to be disbursed to seven clients recommended by BDS providers. PSCEP’s 
financial team works with the bank officers on those loans to support loan analysis 
and approval process under the principles of International SME Lending Best 
Practices.  
 
C2a2. Equity Financing 

PSCEP established productive relationships with the AIC and the CIIC, both 
formalized through MOUs signed during this first year. For both institutions, PSCEP 
became the principal donor and overall advisor. We also moved towards signing an 
MOU with the Kuwait-Azerbaijan Investment Company (KAIC). This effort has been 
delayed, however, pending management and other changes at KAIC. Assistance to the 
AIC and CIIC focused on both capacity building and transaction assistance.  

Capacity-building: PSCEP assisted the AIC and CIIC in co-sponsoring major equity 
financing conferences in Guba (December 2008) and Sheki (March 2009). Equity 
financing is uncommon in Azerbaijan. The purpose of the conferences was to educate 
the local business community, local authorities, and other stakeholders on the 
attributes of equity financing, what it is, and how it works. More than 100 companies 
attended these events. They also generated considerable press interest. PSCEP COP 
Dan Cruz-DePaula wrote an article on equity financing that was printed in various 
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newspapers and media outlets and distributed at the conference. USAID was 
represented at both events. Working with our BDS, PCEP also arranged for one-on-
one meetings between the investment companies and leading area businesses 
interested in equity financing. 

PSCEP led numerous other capacity-building activities for the investment companies. 
Chemonics consultant Roberto Toso provided a working paper on mezzanine or 
subordinated debt that drew considerable interests from the AIC. Because it is a 
hybrid between a loan and an equity investment, mezzanine debt provides a ready exit 
strategy for an investor (and the investment is repaid) that could greatly facilitate 
equity investment in the country. Introducing mezzanine financing was postponed 
until PSCEP’s second year due to numerous management changes at AIC. PSCEP 
aims to retake the initiative in Year 2. PSCEP’s COP provided regular advice to AIC 
and CIIC on investment methodologies, deal flow, and helped analyze numerous 
transactions for the companies. In August and September, PSCEP provided the 
services of investment banker Nicole Reynolds. Ms Reynolds worked with CIIC and 
AIC to (1) review the valuation and 
transactions structuring capabilities of 
both funds; (2) assist both funds in 
actual transactions, including the 
review of discounted cash flow and 
multiple of earnings models; (3) 
provide preliminary guidance on 
monitoring and governance practices 
for both funds, that is, their 
management and oversight of 
companies in which they invest.  

Equity Investments 

NAA Company (US $8 million, including $6.8 from CIIC and $1.2 from the 
company). PSCEP worked with the CIIC in reviewing an investment in the NAA 
Company in Ganja. The transaction involved cold storage, greenhouse, and packaging 
subcomponents. PSCEP provided the services of international consultants already in 
country working in these areas. PSCEP’s cold storage consultant, Gleyn Bledsoe, 
provided the AIC with a detailed analysis of the company, plus specific 
recommendations on how NAA could significantly increase its productivity. This 
effort was one of several key factors convincing the CIIC to go forward with the 
transaction. Following the investment, Dr. Bledsoe provided additional 
recommendations to the CIIC. PSCEP also worked with NAA and the CIIC to 
incorporate students from Ganja’s Agrarian University in providing assistance to the 
company to also serve as on-the-job training for the students. The CIIC may invest 
additional capital in the company in 2010.  

Hallow Glass Company (US $6 million, including $5 million from the AIC and 
approximately $1 million from the company). PSCEP consultant Nicole Reynolds 
assisted the AIC in the review of the financial model used for evaluation. The 
investment proceeds will go toward construction of a new facility and all ancillary 
operations, purchase of machinery, three months’ worth of raw material, land, and 
hiring/training of new employees. Specifically, Ms. Reynolds reviewed key 
investment assumptions incorporated into the financial valuation model, and after 

USAID/PSCEP and AIC Roadshow in Guba – 
December 2008. 
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discussions with the COP, pointed out to AIC numerous assumptions that did not 
seem correct and that would have a significant impact on the company’s valuation and 
how the transaction would be packaged (e.g., assumptions on operating capacity that 
seemed too high). AIC took most of the recommendations into account. This 
transaction was agreed upon in October 2009. Prior to the disbursement of funds, it is 
now being expanded to include colored glass production, which will make it a much 
bigger transaction. 

PSCEP assisted the AIC and CIIC on other transactions approaching US$40 million 
which were not completed during this first year but are in the investment “pipeline” of 
both institutions and could close by early 2010.  

With the assistance of poultry expert Tom Fattori, we are assisting CIIC on a US $5 
million investment with Samukh Broiler. Negotiations are ongoing, and technical 
assistance will resume in October when Dr. Fattori returns to Azerbaijan. 

PSCEP also worked with the AIC and the CIIC on issues related to AgroYurd, a 
company introduced by PSCEP to the CIIC and a US $2 million greenhouse 
investment. This transaction is in the final stages of due diligence, pending AIC 
approval (AIC sits on CIIC’s Board of Directors). 

The AIC has requested the services of Tom Fattori to serve as their principal technical 
advisor on the Shamkir Poultry Project transaction. Dr. Fattori will arrive in October 
to begin work on this effort. Shamkir is expected to be the largest poultry company in 
Azerbaijan when it is completed, including international investment from an Israeli 
company as well as private domestic investors. The value of the transaction is likely 
to exceed US $30 million. Consultant Nicole Reynolds also reviewed the financial 
modeling for the transaction. 

In addition to these activities, PSCEP hired a local consulting company, Ploutos 
Capital to help mobilize its resources in order to explore other investment 
opportunities and assess Azerbaijan’s investment climate. Ploutos presented a 
somewhat grim assessment of the investment and financing outlook given the impact 
of the world financial crisis, reduced investor appetite for risks, and the insider-based 
investment climate in the country. Especially in light of this outlook, we are pleased 
with Year 1 concrete investments and financings of $21 million. We believe that we 
could easily double this in 2010.  
 
 
C2b. Fruits and Vegetables 

PSCEP work in this broad sector supports subsectors that are themselves key 
segments of agro-industry value chains. These include cold storage and warehousing, 
greenhouse production, juice and other processing, and packaging materials.  
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PSCEP Impact: The NAA Investment in Ganja 

Although it was established in nearly two years earlier, the 
CIIC did make an investment. Among other things, they 
needed to ensure that their first investment went right. 
Early in 2009, the CIIC turned to PSCEP to advise them in 
a number of areas, but specifically in an investment that 
they saw as particularly attractive but where they had little 
technical expertise: the NAA Company in Ganja. The CIIC 
asked PSCEP to provide technical experts in three key 
areas: cold chain and warehousing; greenhouse 
production; and packaging materials. PSCEP responded 
quickly, especially in the investment’s first phase involving 
cold storage. Gleyn Bledsoe provided reassurance that the 
investment was indeed sound from a technical point of 
view. He also identified numerous areas where small 
changes could generate big results. The CIIC went forward 
with the transaction. The impact in the sector and area is 
substantial. The NAA is one of the few cold-storage 
companies in Azerbaijan that will hold product for 
producers if they wish so these producers can obtain better 
prices. PSCEP estimates that more than 50 producers will 
benefit from the transaction. Sales increases for NAA alone 
will be more than 4.5 million manats in 2010. Hundreds of 
other farmers will also benefit, which will in turn help them 
to create new jobs. Would the transaction have gone 
forward without PSCEP? Perhaps, But our efforts gave the 
CIIC a level of comfort they needed for their first 
transaction. It also made the transaction more effective, 
paving the way for additional investments in the sector. 

C2b1. Cold Storage and Warehousing 

Highlights 

Strategy for Value Chain/Sector-Level Impact 

The cold chain segment of the value chain for fruits and vegetables is critical for 
agribusiness and fruit and vegetable processing in the Azerbaijan. PSCEP’s strategy 
focuses on the technical dissemination of operations and standards that can be adopted 
and used not only by firms we support but by others in the sector. We are doing this 
by providing direct international assistance to leading anchor firms in the region; 
conducting workshops, such as those held in Ganja for more than 10 companies; and 
disseminating our Action Plan, which has been well received by GOAJ agencies and 
shared with institutions leading government efforts in this sector, such as the State 
Entrepreneurship Fund. The Action Plan provides a strategic road map for value-chain 
enhancement. The AIC and the Azerbaijan Investment and Export Promotion Agency 
(AZPROMO) have both indicated that its dissemination has provided an important 
contribution to GOAJ and private-sector efforts in this area. PSCEP is also working to 
enhance associative relationships 
in the sector, including public-
private partnerships. For 
example, PSCEP began 
discussions this quarter of 
involving the State Agricultural 
University in Ganja in program 
activities, together with the CIIC 
and the NAA Company in areas 
such as training and technical 
assistance. The program is 
leading the establishment of 
regional associations. This 
initiative began in Guba and will 
be expanded to Ganja next year. 
Finally, PSCEP is working to 
provide access to finance and 
investment to sector firms. The 
$8.0 million NAA investment is 
important, as it is one of the few 
“public” cold-storage operations 
— that is, the company will 
allow producers to rent cold-
storage space for eventual resale. 
Specific activities will be developed in the next quarter.  

Strengthening Associative Relationships  

PSCEP is working with BDS provider GMC to facilitate the establishment of a cold 
storage association among three cold storage companies — UN Agro, Bakuba, and 
Rasif Mammadov. The association will provide the companies with the benefit of 
cooperation to enter new markets, create public-private partnerships (PPPs) with local 
public agencies, create horizontal and vertical linkages, and establish a laboratory to 
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Impact of PSCEP Activities on Cold Storage 

Number of enterprises assisted: 11 
 
Number of people trained: 35 
 
Investment generated: US$8 million (over $15 million if State Entrepreneurship Fund is counted 
 
Associative relationships: Association in Guba being formed. PPPs in Ganja. 
 
 Workshops/seminars held: Ganja, August 2009; Jalilabad, September 2009.  
 
Expected increase in sales by 2010: More than US$ 7 million (NAA alone is more than $5 million) 

check and improve the quality and storage time of fruits. GMC is in discussions with 
the Guba Regional Scientific Center in order to determine critical laboratory 
requirements for fruit testing in the region.  

We provided assistance to the Guba State Agriculture Laboratory facility in Guba to 
evaluate the lab’s capacity to provide technical support to the fruit packers and cold-
storage operators in the region.  

PSCEP is forging a PPP alliance between the State Agricultural University in Ganja, 
the NAA Company, and the CIIC to train and utilize students in assisting 
development of cold-storage facilities in the region. 

Sector-Focused Firm-level Assistance  

PSCEP client Bakuba, a cold storage company in the Guba region, recently won a bid 
from the National Fund to construct an additional 2,000 tons of storage. PSCEP 
provided the assistance of Gleyn Bledsoe to evaluate the existing facilities and discuss 
the owner’s plans to construct the new 2000 M3, controlled atmosphere, cold storage 
facility, and their plans to start a dried fruit operation for drying plums, apples, and 
other local fruit. 

In August, PSCEP conducted training on Post Harvest Techniques and components of 
pack houses for 11 representatives (management and technicians) of eight cold-
storage service providers in the Ganja region, including PSCEP client companies 
NAA Universal, Vugar Enterprises, and Ilgar Mammadov.  

Investment 

PSCEP advised the CIIC on technical issues related to NAA Universal Cold Storage 
in Ganja, in which CIIC has invested approximately $8 million (agreement for this 
amount has been signed, with a first tranche disbursed. The balance will be disbursed 
pending what is expected to be a minor land titling issue related to the company’s 
privatization process). PSCEP’s input included observations and recommendations on 
improvements in the physical plant, management, operations, and maintenance of the 
company. The CIIC has indicated that they will be investing additional funds in this 
company in the near future. In addition, PSCEP assisted a number of enterprises that 
will be receiving financing from the State Entrepreneurship Fund.  
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PSCEP Impact: Solving a Major Constraint to 
Competitiveness in Lankaran: Canub Agro 

The LBC’s assistance to Canub Agro, a large 
greenhouse operation, resulted in increased 
investment and, in the near future, a near-
doubling of the firm’s jobs. LBC worked with them 
and with PSCEP international STTA to examine 
their antiquated and heating systems. Given the 
high — and occasionally unstable — costs 
associated with heating greenhouses in the winter 
months in Azerbaijan, LBC has stepped in to 
provide recommendations and research 
contractors for new equipment and systems. As a 
result, Canub Agro invested more than 450,000 
AZN of its own capital to completely rework its 
heating system. Construction is currently 
underway and should be completed in early 
October. Moreover, the firm is now moving 
forward on its expansion to two additional 
hectares of greenhouse operations, which will 
result in an additional 38 full-time jobs and more 
than 100 jobs on a seasonal basis.  

C2b2. Greenhouses 

Highlights 

Strategy for Value Chain/Sector-Level Impact 

As the greenhouse subsector continues to develop into a significant component of 
commercial agriculture in Azerbaijan, major greenhouse producers must refine their 
business practices and production technologies. In order to develop the industry to its 
full potential, these lead growers must evolve into a unified and organized associative 
community that can access and utilize technical information more effectively to 
increase productivity and link this technical information to financial information to 
readily access finance and investment. The level of human resources must be raised 
and supporting services, such as laboratory testing, must be developed in a way that 
distributes access and benefit across the sector while creating opportunities to work 
together for the individual benefit of each firm. 

PSCEP is engaged and helping to unify lead players in the greenhouse sector through 
the interrelated activities of production enhancements, increased access to finance and 
investment, and association development. In particular, the program has assessed the 
key, common constraints to provide effective assistance and highlight these common 
impediments. An important one is heating systems, for example. PSCEP provided 
assistance to numerous enterprises in this area. In 2010, we intend to develop 
workshops that will include private- and public-sector representatives to address 
solutions and alternatives to outdated heating systems in many greenhouses. Proper 
greenhouse construction and engineering is another common area of concern. 

Sector-Focused, Firm-Level Assistance 

The YA, our BDS in Ganja, provided 
substantive assistance to TMK, a local 
construction company based in Sheki, to 
identify and assess a number of 
companies engaged in greenhouse 
engineering and construction. Six 
prospective construction companies 
from Turkey, Israel and Azerbaijan 
submitted proposals to YA. Following 
the assessment, Vugar, the sector anchor 
firm in demand of the information, 
selected the BRS Company from Turkey 
with YA’s assistance. Preliminary 
business consultations for the 
development of four hectares of 
greenhouses began shortly thereafter. 
The project, which has been submitted 
to CIIC for equity financing, will require 200,000 AZN in investment. Securing more 
effective construction designs for greenhouses will have a sector-wide impact. 
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Impact of PSCEP Activities on Greenhouses 

Number of enterprises assisted: 9 

Number of people trained: 12 

Investment generated: Approximately $4 million  

Associative relationships: Helping to integrate construction manufacturers to 
greenhouse producers. Providing sector strategic guidance to AIC, CIIC 

Expected increase in sales by 2010: 450,000 

Expected increase in employment by 2010: More than 100  

The LBC assisted Canub Agro on improving their heating systems and procuring 
necessary equipment (see box).  

At the request of AzRusDostlug LLC, the YA provided an assessment of Spanish and 
Italian companies for the purchase of 25 tons of organic fertilizer. In order to obtain 
the US $100,000 in financing needed for the fertilizer purchase, YA also assisted in 
preparation of credit analysis documents, which PSCEP will present to partner banks 
next quarter. AzRusDostlug is the largest greenhouse in the Ganja area, exporting 
$3.6 million worth of produce to Russia each year.  

LBC delivered assistance to Bitkiler Alemi, a greenhouse operation with a strong 
focus on ornamental plants. LBC provided assistance on marketing and identifying 
new clients. One new client identified by LBC resulted in a sale of 20,000 AZN. LBC 
is also providing assistance on soil testing and introduction of new technologies in 
growth methods. 

In Zagatala, PSCEP is working with Azertejhizat-M LLC, assisting the greenhouse in 
three critical areas: redesigning the production process, including technical assistance 
to develop a nursery to produce “stems” or seedlings to be transplanted into the 
greenhouse; recommendations to provide a more efficient heating system, and 
diversification to new varieties (see box).  

Investment 

In September, LBC assisted Cihazgayirma greenhouse to obtain facility from Israel 
for an investment amount of 1,200,000 AZN.  

In Zagatala, Azertejhizat is a greenhouse dedicated primarily to growing tomatoes and 
cucumbers. Azertejhizat has received 1,200,000 AZN credit from the National Fund 
to expand their facility with two additional hectares of greenhouses. PSCEP 
agribusiness specialist Gleyn Bledsoe provided input on alternative heating systems, 
with detailed recommendations on infrared heating. The greenhouse facility was 
ordered from Turkey; however, the management has decided to delay the assembly, as 
they believe the new heating system will reduce costs and make the company more 
competitive. In order to finish the expansion of the greenhouse, the company needs 
300,000 AZN. PSCEP’s financial specialist has helped the company prepare a credit 
application and has met with Azerdemiryolbank in Baku. The project, which was 
accepted by the head office, has been transferred to Sheki branch, where management 
of the greenhouse together with regional BDS met with the bank to present the project 
and negotiate the details of the loan. This investment will allow the greenhouse to 
triple sales and exports as well as hire 40 additional employees.  
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Impact of PSCEP Activities on Processing  
 
Number of enterprises assisted: 7 
 
Number of people trained: 15 
 
Investment generated: Expect more than US $8 million in first quarter of FY10 
 
Expected increase in sales by 2010: 3,221,709 AZN 
 
Expected increase in employment by 2010: More than 300 when Agro-Continental 
begins operations 

PSCEP Impact: Supporting Innovative Management 
at OON Ltd 

Ismail Orujov, OON’s founder and CEO, is an innovative 
individual, representative of the new private-sector 
leadership that needs to be supported in Azerbaijan. 
Ismail designs and builds his own equipment and is 
constantly looking for ways to enhance his company — 
from new manufacturing processes to packaging and 
marketing. He is clearly the type of individual that USAID 
should support. For this reason, the linkage between 
PSCEP and OON has been “a wonderful partnership,” as 
he puts it. Management estimates that the renovations 
and layout that PSCEP suggested will enhance 
processing efficiency and lead to a 20 percent increase in 
sales — approximately 30,000 AZN for Year 1. Next, 
PSCEP and the local BDS, BIC, will work with OON on 
purchase order financing and accounts receivable 
financing with PSCEP partner banks to facilitate 
international marketing and sales. Mr. Orujov notes, “this 
will be a very different company two years from now.” 

 

C2b3. Processing 

Strategy for Value Chain/Sector-Level Impact 

PSCEP’s strategy is to work with key anchor firms in issues related to (1) food safety 
— a key constraint to Azerbaijani exports to the EU and other developed markets; (2) 
identifying new customers and expanding the export base of sector firms; and (3) 
improving production processes. In 2010, we will also focus on producer-buyer 
relationships in this area, where the program has already begun work in the dairy 
sector. Food safety is particularly critical. Food product safety and quality is an 
absolute must if Azerbaijan is to have competitive agricultural and processed food 
industries. Azerbaijani companies are capable of penetrating value added domestic 
and international markets, but only if they have safety and quality procedures that 
meet international standards. By simply implementing a successful food safety 
management program, net revenues increase by roughly 10 percent for small to 
medium sized enterprises (FAO 2009), and employment increases by at least two 
professionals per firm. Improving food safety nationwide, at a minimum, would 
recover 600 million AZN annually to the economy in lost wages and lost productivity 
from the direct impact of food borne illness on the Azeri workforce (Buzby et al. 
2001). 

Sector-Focused Firm-Level Assistance  

In Lankaran, the LBC assisted 
Optimal LLC, a fruit and vegetable 
processing company to secure a new 
buyer in the Yevlax region for a 
134,000 AZN sale of pickles and 
feykoa compote.  

The BIC delivered recommendations 
and concrete plans to OON Ltd., a 
hazelnut processor in Zagatala, to 
renovate their plant and refurbish 
processing equipment before this 
year’s hazelnuts harvest. PSCEP 
specialist Gleyn Bledsoe provided the 
design and physical layout for the 
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renovated plant, and reconstruction of the facility was completed entirely according to 
his layout. The renovated facilities will accommodate necessary procedures and 
requirements for food sanitation and hygiene standards (see box)  

BIC and PSCEP are assisting Balacans LLC, a juice processor, which has a three-year 
guaranteed contract with its major buyer, Coca Cola. While they currently produce 
Coca Cola brands WELL! Inabi, Ogrea, and Cappy juices, the company would like to 
increase and diversify their production to include additional Coca Cola products such 
as Nestea, Minute Maid, PowerAde, and Bon Aqua. As the company is currently 
highly leveraged and not a good candidate for further investment to expand their 
production line at this time, PSCEP will focus on increasing their technical 
capabilities to expand production to identified buyers such as Coca-Cola, permitting it 
to access investment as sales increase. Balacans is the only major competitor to the 
dominant firm in the industry. A competitive Balacans will help limit monopolistic 
practices in the sector.  

Food Safety 

As part of cold-storage work but also in support of food safety issues related to 
processors, PSCEP held a workshop/seminar for the State Agrarian University in 
Ganja which included 22 students and three university faculty. During the session, 
PSCEP short-term technical assistance (STTA), Gleyn Bledsoe and Barbara Rasco 
made presentations on Post Harvest Technology and Packaging Techniques and Food 
Safety.  

In August, PSCEP organized a HACCP certification and Food Protection/hygiene 
training for three industry leaders in the North-Western region: Balacans (juice 
processor), OON (hazelnut processor), and Azertejhizat (greenhouse). General 
management and top technical management from all three companies attended the 
training. Altogether, 12 people received certificates from Michigan State University 
attesting to the quality of the HACCP training completed. This training is a necessary 
prerequisite for these companies to apply for HACCP certification and prepares them 
to begin the certification process. 

Investment 

PSCEP reviewed Balacan’s plans for obtaining approximately $7 million in equity 
financing. After reviewing the company’s financials, we determined that it was too 
leveraged to be an attractive equity investment target. Instead, we are working with 
the company (see above) to expand their customer base to leading international 
companies. We believe that Balacans can become an attractive investment candidate 
as their loans are repaid.  

BIC and PSCEP assisted Agro-Continental, a new large agricultural investment in 
Sheki-Zagatala that will also process potatoes and other products, in securing a US $8 
million loan through the U.S. Import Export Bank. At issue is the required credit 
guarantee from the International Bank of Azerbaijan. BIC and PSCEP staff are 
working with the investors and the bank to secure this investment in the first quarter 
of FY10.  
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PSCEP Impact in Poultry: Bringing Together Industry 
Stakeholders to Solve Common Problems 

“As a result of the conference, three new local poultry 
companies have expressed their desire to become 
members of the association. I think this is the starting 
point in the way to success in this sector and our long-
term collaboration with the project.” 
 

Aydin Valiyev,Head  
Azerbaijan Poultry Association  

Feed Conference,  Novhani, July 2009  

BIC is also working with OON on an approximately 200,000 AZN purchase order 
financing with PSCEP partner banks to facilitate international marketing and sales of 
this year’s production. 

C3c. Poultry 

Strategy for Value Chain/Sector-Level Impact 

PSCEP’s enterprise-level activities are contributing to competitiveness of the entire 
value chain in several important ways: addressing constraints such as feed (including 
proposals for establishing a laboratory for the industry to test feed quality); 
establishing financial tools for the industry and the financial community that should 
over time enhance the capacity of industry of the industry to enhance access to 
finance; and taking initial steps to build the Azerbaijan Poultry Association to forge 
industry cooperation. PSCEP is also assisting several key enterprises to launch and/or 
expand hatching operations, an important “missing link” in the poultry value chain.  

Strengthening Associative Relationships 

In July, PSCEP, in collaboration with Azerbaijan Poultry Association and feed mill 
manufacturing company ASENA Co., and feed premixes manufacturer AVC 
BAYFAB, conducted the Third International Conference on Modern Feed Production 
and Feeding Methods. PSCEP provided four U.S specialists to speak at the 
conference: Tom Fattori on Global Trends Affecting the Poultry Industry, Barbara 
Rasco on Feed Safety Considerations, Nick Dale on Protein and Energy Quality in 
Poultry Feeds, and Gleyn Bledsoe on Options for Fish Feed Production in Azerbaijan. 
The conference hosted about 65 participants, including company representatives from 
the CIS countries: Moldova, Russia, Georgia and Kazakhstan. Approximately 20 
current and potential PSCEP client companies from the aquaculture, poultry, and 
dairy sectors participated in the conference. The conference was important in 
providing greater visibility and recognition for the Poultry Association, and thus meet 
PSCEP’s objective of strengthening associative relationships in the sector. The head 
of the Azerbaijan Poultry Association, Aydin Valiyev, expressed his gratitude to the 
PSCEP project for paying a high level of attention to strengthening the society, 
selecting the poultry sector for development, and supporting the Feed Conference.  

PSCEP has worked diligently to 
strengthen industry cooperation 
in numerous ways. We formed 
an informal Advisory Group led 
by Davachi Broiler (one of the 
largest and more open and better 
firms in the industry; ASENA 
Ltd. a manufacturer of feed and 
other equipment; the head of the 
Azerbaijan Poultry Association; 
and representatives from several other medium-sized companies. This group met 
periodically during the year to review program strategy, plan events, and provide 
PSCEP with regular feedback on industry thinking. The core group is helping to 
strengthen the poultry association, which had been essentially nearly abandoned prior 
to the PSCEP.  
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Sector-Focused Firm-Level Assistance 

Dr. Fattori finalized business models for nine poultry companies: Davachi Broiler, 
OZ-AK, Beylagan, Jalilabad, Garagashli Broilers, Samukh, ASR Goy-Gol Broilers, 
GMM, and the Ganja Quail Farm. These business models allow these companies to 
assess profitability drivers and thus significantly enhance their capabilities to evaluate 
productivity and competitiveness. Dr. Fattori delivered individual training on 
utilization of these business models for each company. PSCEP conducted workshops 
on company business models for Jalilabad and Ganja BDSs. In addition the PSCEP 
Financial Sector specialist, the VCS for poultry, and Dr. Fattori met with senior 
specialists of PSCEP-supported commercial banks and the CIIC to introduce the 
models and discuss how they utilize them to assess loans and investments. 

In July and August, PSCEP poultry expert Tom Fattori, at the request of Davachi 
Broiler and OZ-AK Azerbaijan broiler-breeder companies, developed an ownership 
transition plan for the two investors. OZ-AK is a joint venture between Davachi 
Broiler and a Turkish company. It plays an important role in the poultry value chain 
because it is currently the only major hatchery operation in the country. The Turkish 
investors are intent on divesting from the joint venture, while Davachi has insisted 
that the Turkish investors have not fully met their technical obligations. PSCEP is 
playing a key role in generating agreement from both parties and ensuring a smooth 
transition for the hatchery operations; an issue over which the companies have been 
divided for more than a year. The transition plan is designed for a 12-month 
implementation period. During the first three months, OZ-AK will identify position 
titles and draft scopes of work (SOWs), Davachi will recruit employees based on the 
approved SOWs, and both companies will participate in the interview and hiring 
process. The companies reviewed and accepted the transition plan MOU on August 7, 
2009. 

The YA in Ganja began implementation of the first stage of a competitiveness plan 
with Elba LLC, a processed meat/meat products manufacturer and poultry company. 
YA began to assist the company in identifying vacuum packaging equipment for its 
new processing facility and in finding an applicable source for financing this purchase 
by preparing and submitting a financing proposal to ANSAR Leasing Company in 
Baku, which visited ELBA in September to assess the 800,000 AZN leasing proposal.  

Gizil Yem, a feed mill company in Ganja is the first to “graduate” from the PSCEP 
portfolio. With the support of the local BDS, the company applied and received a 
$45,000 grant from the Agriculture Ministry and World Bank Agricultural 
Development Project for the construction of an eight ton per day feed mill and grinder 
mill. Future technical support for this company will be provided by the World Bank 
program. 

PSCEP introduced several companies to BP’s Supply Chain Management division in 
order to become BP suppliers. The quality assurance rendered as a BP supplier would 
enhance the reputations of these companies and promote adoption of stronger food 
safety and total quality management standards in the industry. The initiative was 
delayed pending numerous personnel changes at BP, but may continue in 2010.  
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IMPACT OF PSCEP ACTIVITIES ON POULTRY  

Number of enterprises assisted: 10 
 
Number of people trained: 26 
 
Investment generated: US $2 million in 2009. Expect more than US $45 million by 
March 2010 
 
Expected increase in sales by 2010 14.3 million AZN or US $17 million 
 
Poultry association’s visibility highly increased with increased cooperation among 
sector firms. 

Investment  

PSCEP worked intensively with CIIC in technical due diligence for Samukh Broiler, 
in Ganja. Samukh is a PSCEP and Young Agrarians (BDS) client. In line with how 
the PSCEP-BDS-enterprise client relationship ideally should work, the CIIC 
contracted the YA in May to undertake a business plan for Samukh on a fee basis, 
thus generating income for the BDS provider. PSCEP then worked closely with the 
YA to ensure the quality of financial and technical projections made by YA. This is 
an approximately US $5 million investment. In July, at the request of CIIC, PSCEP 
poultry specialist Tom Fattori visited Samukh Broiler and worked with the CIIC to 
develop a comprehensive analysis of the company’s operational strategy. As a result, 
the CIIC requested and the company is considering substantial changes in their 
business. It is not clear at this time that Samukh may make all the required changes. 
Nonetheless, this assistance to CIIC has been vital as an example of the type of 
technical due diligence that needs to be taken for investments to be successful. This 
experience will pay high returns in the future.  

Facilitated by the recommendations of PSCEP consultant Gleyn Bledsoe, Davachi 
Broiler, one of the leading poultry companies in Azerbaijan, went forward with a 2 
million AZN new slaughtering line that will significantly increase the company’s 
productivity and competitiveness. The installation works are currently in progress and 
the production in the new plant will start from January 2010.  

COP Dan Cruz-DePaula met with the AIC and PSCEP investment advisor Nicole 
Reynolds on initial discussions on PSCEP assistance on a large AIC investment in the 
Shamkir Poultry Project — a green field investment that AIC estimates at more than 
US $30 million (see Access to Finance section above). Chemonics consultant Tom 
Fattori is serving as the senior technical consultant to the AIC on this important 
investment.  

 

 

 

 

 

 

C2d. Aquaculture 

Strategy for Value Chain/Sector-Level Impact 

Aquaculture in Azerbaijan has decreased 95 percent during the last two decades, from 
approximately 60,000 MT in1988 to just 3,000 MT in 2007. Yet there is significant 
demand for the industry from local restaurants, retail stores, and potentially for 
export. PSCEP’s activities aim to revitalize the sector through demonstration 
operations that can introduce modern operation methods, versus antiquated Soviet 
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PSCEP Impact: Bringing Fish Farmers 
Together and Create Social Capital and 

Significantly Increase sales 
 
"I did not realize how many people are doing the 
same thing [fish farming] and facing the difficulties 
that farmers in other districts have solutions for. I 
definitely appreciate the benefit of working 
together to develop fish production in Azerbaijan." 
 

Mirza Mammadov,  
Apex 1 trout farm in Goy-Gol, Ganja Region 

Referring to the Sheki Fish Conference 

The post-conference initiative to import eggs 
together will have a significant monetary impact. 
Using highest risk estimates of 50 percent 
survival, 200,000 fish sold at the lowest market 
price of 17 AZN per kilogram will result in 
3,400,000 AZN sales in 12 to 16 months, a 
substantial increase over the company’s 2008 
sales of 12,000 AZN. It will also help improve the 
genetics of trout stocks in Azerbaijan.  

area facilities and procedures. By focusing on small farms in key areas where 
conditions are appropriate and supporting the entry into the market of significant 
players such as Davachi, PSCEP can have a major impact in revitalizing this sector. 
More importantly, PSCEP aims to unite the emerging sector under a series of regional 
associations that will bring stakeholders together to solve common problems.  

Strengthening Associative Relationships  

BIC and PSCEP are moving forward with the formation of associations in Zagatala 
(carp, pond-based farming) and Sheki (trout in raceways). PSCEP held initial 
meetings with aquaculture farmers in June at the Girkhbulag Trout Farm in Sheki for 
the purpose of forming a Fish Farmers’ Association. In July, this was followed by 
subsequent meetings and finally the decision by the farmers to form two separate 
associations. Key to the associations is the establishment of hatcheries in both areas, 
with potential funding from PSCEP’s innovation grant fund leveraging private sector 
investment. Under the plan, the farmers will provide the building, water system, 
manning, and supporting infrastructure based on recommendations and building specs 
provided by PSCEP expert Gleyn Bledsoe. Just as important, it is a first but major 
step for these farmers in seeing the benefits of joint cooperation.  

In September, PSCEP hosted a major 
aquaculture conference in Sheki, 
addressing key technical and business 
issues related to aquaculture. The 
conference attracted approximately 30 
stakeholders from across Azerbaijan, 
including fish farmers from Masalli, 
Astara, Saatli, Hajigabul, Goy-Gol, 
Gusar, Balakan, Zagatala, Baku, and 
Sheki. It addressed issues on spawning 
and rearing of carp, biosecurity in 
freshwater aquaculture, hatching trout 
eggs, fish feed formulation, and 
sturgeon farming. PSCEP also invited 
participants to hands-on 
demonstrations at Girkhbulag farm, 
which has increasingly served as a 
demonstration site for PSCEP 
activities in the sector.  

In another income-generating activity to establish associative relationships and create 
social capital, PSCEP organized approximately six farmers to jointly procure eyed 
eggs from a leading U.S. company and one of the leading trout-focused firms in the 
world, Troutlodge. This activity is addressing one of the key constraints facing the 
sector: a weak brood stock with limited potential for growth. A Troutlodge 
representative attended the conference at his own costs and delivered a highly praised 
presentation on commercial growth of trout, especially the need to improve the 
country’s existing stock. The order for joint purchase will reduce prices by more than 
60 percent and have a significant impact on importer incomes.  
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Impact of PSCEP Activities on Aquaculture  

Number of enterprises assisted: 12 
 
Number of people trained: 35 
 
Expected increase in sales to be generated in 2010: 2.3 million AZN or US$2.8  
 
Associative relationships established: PSCEP is creating social capital and forging strong 
relationships among sector firms. Many are coming together to cooperate for the first time. 
Associations in the process of being created in Sheki and Zagatala 
 
Major conference held in Sheki, with considerable post-conference impact.  

Based on the success of the Sheki aquaculture conference, the head of the Ganja 
Young Agrarians, Sabuhi Jahangirov became acquainted with the owner of the 
Georgian Doğan Feed company. Per request of aquaculture companies in his region, 
Mr. Jahangirov visited the company in Georgia to learn more about its products, price 
ranges, terms of purchase for international clients, and other details. Feed samples 
were provided for PSCEP client APEKS and other fish farms in the region to test 
during the month and to consider the future collaboration with Doğan Feed.  

Subject to USAID review and approval, PSCEP is considering a small grant to the 
association of approximately US $5,000 to leverage its own investment and finance 
the purchase fyke jars and other equipment necessary for the project. Forecasted 
demand for carp fingerlings just among the regional association members is 2 million.  
At 0.30 AZN per fingerling, minimum sales revenues for the association would equal 
600,000 AZN.  

Sector-Focused Firm-level Assistance  

PSCEP provided assistance to the Girkhbulag 
Fish Farm in Sheki due to its ideal location as 
a demonstration site for other area fish farms. 
Assistance has included improving husbandry 
practices through the maintenance and 
operation of the raceways, as well as 
development of an improved feeding system. 
By any standards, Girkhbulag today is a very 
different company than it was a year ago, 
prior to the project. Management also plans to 
join the consolidated order of eyed trout eggs, 
to purchase 100,000 eggs. Girkhbulag is also planning to establish a regional live fish 
market at the farm where they will allocate raceways for other regional farmers to sell 
their product to wholesalers and retailers. Next steps will be researching for investors 
to build cottages to draw tourists to the farm area.  

In August PSCEP provided 20 days of on-farm technical assistance by Aquaculture 
Intern David Nastley to Agroline Farms in Gusar. PSCEP assisted with the 
development of a new hatchery on the farm with an introduction and hands-on 
training in modern trout rearing methodologies.  

Preparing fish for immunizations at 
Girkhbulag Farm - Sheki 
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PSCEP Impact: In Working with PalSud, Small 
Steps, Big Impact 

The trainings, workshops, and guides passed to small 
milk producers (each with approximately 30 cows) by 
LBC is having a significant impact. The five milk 
collection points covered by the program reported an 
improvement in the quantity of raw milk supplied to 
these locations of approximately $5 million more milk 
production than the preceding year for PalSud and a 
more than 30 percent increase in raw milk revenue for 
local dairy farms resulting from the combination of 
increased production and a decrease in milk rejected 
from the collection centers of more than 30 percent.  

Investment 

In September, APEKS LLC, an aquaculture company in the Ganja region, was linked 
by the local BDS, the Young Agrarians, with the Ganja Bank for a 30,000 AZN loan 
for renovation of the fresh-water pipeline and purchase of fish feed. The BDS also 
helped the company open a bank account, register with the tax department, and get 
listed with the entrepreneurs department of the local executive committee. APEKS 
continued its own investments to improve the farm, based on PSCEP 
recommendations. During the past year, the farm has invested about USD $10,000.  

Due to PSCEP and BIC recommendations, the management of Girkhbulag farm has 
invested approximately 7,500 AZN of its own resources to rebuild the hatchery, 
laboratory, and establish a new packing facility (the only fish farm that now will 
market packaged product).  

Purchase of eyed eggs by six farms is an investment of $13,000.  

Investments in this sector are small, for now. As PSCEP’s work helps revitalize the 
sector, other, bigger companies are taking a closer look at the sector’s potential. For 
example, Davachi Broiler approached PSCEP about possible technical assistance in 
the future to enter the market. Davachi contemplates a $2 to $3 million investment.  

C2e. Dairy 

Strategy for Value Chain/Sector-Level Impact 

The dairy sector in Azerbaijan faces 
significant constraints: poor dairy 
stock, weak infrastructure such as 
poor irrigation systems, animal 
health and disease, inefficiently 
small producers (many with just one 
to five cows) making supply to 
processor unreliable. PSCEP cannot 
impact all these value chain 
constraints. By concentrating in 
southern Azerbaijan during this first 
year, where many of these 
constraints are mitigated, PSCEP aims to focus on a select group of obstacles that 
currently hinder sector growth and value chain development such as the supply and 
quality of raw milk. PSCEP’s efforts through our BDS, the LBC and the Jalilabad 
Business Center (JBC) aim to provide a demonstration effort to how existing and new 
processors can address some of these issues. PSCEP assistance to powdered milk 
production aims to enhance the sector’s overall capabilities. The strategy involves 
work with two leading anchor firms, PalSud in Lankaran and Bilasuvar, covered by 
JBC. Having demonstrated the impact that measures at the farm level can have on 
improving milk quality for major processors, we believe that these activities will 
become replicable throughout Azerbaijan, as investment continues in larger 
processing facilities.  
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Impact of PSCEP Activities on Dairy  

Number of enterprises assisted: 120 (including two major anchor firms and more 90 small 
enterprises and farms supplying these anchor firms) 

Number of people trained: 300 

Expected increase in sales by 2010: 8,000,000 AZN (based on PalSud-verified numbers of 
6,300,600 from May through October and a conservative estimate of 1,600,400 for the remaining 
months of 2010) 

Associative relationships: Working with both anchor firms and small farmers to develop stronger 
associative relationships  

Investments: Approximately 33,000,000 Euro in new ice cream facility by PalSud. Potential $20 
million plus investment planned for next year.  

Strengthening Associative Relationships 

One, if not the major, constraint facing the dairy sector in Azerbaijan is the supply 
and quality of milk received by processors from what is typically hundreds of small 
farmers. LBC is working with nearly 100 small farmers that supply milk to PalSud. 
LBC has brought them together informally to provide training on best practices 
regarding nutrition, animal handling, and issues related to food safety, as described 
below. LBC has not made a formal attempt to strengthen the moribund producers 
association, although this more formal approach will be a key activity in year two. 
Similar work will be undertaken with Bilasuvar producers.  

Sector-Focused Firm-level Assistance  

This year LBC delivered assistance to PalSud LLC, working with their five collection 
centers: Mahmudavar, Sharafa, Boradigah, Boladi, and Chakhrly. Assistance included 
improved cattle feeding, disease control, hygienic milking practices, milk storage and 
sanitary regulations, quality control, and cattle genetics. As a result, the five milk 
collection points reported an improvement in the quantity of raw milk supplied to 
these locations as well as a decrease in milk rejected from collection centers 
suggesting a substantial raise in quality. LBC has reported an increase of milk 
production during this time of 63 tons per day. PSCEP’s efforts impact 120 of the 
largest PalSud farmers. 

In August, PSCEP fielded dairy expert Charles O’Connor to provide technical 
assistance to Bilasuvar Agro, one of two major dairy processors in the south and the 
only company in Azerbaijan producing powdered milk. The consultant’s mandate 
included helping Bilasuvar to increase the quality and volume of powdered milk 
produced. Mr. O’Connor also worked with LBC on the implementation plan for 
assistance with PalSud milk collection centers and updated PSCEP’s Dairy Action 
Plan during his assignment. At Bilasuvar’s request, Mr. O’Connor focused on 
reviewing the technical processes for powdered milk production and 
recommendations on how to address serious issues affecting powdered milk quality. 
Interestingly, his work reaffirmed PSCEP’s focus on the importance of milk quality. It 
turns out that many of the problems affecting the milk were not on the processing end; 
they are simply receiving poor quality milk, and PSCEP needs to focus on working 
with producers.  

PSCEP also assisted USAID in the review and recommendations of its $500,000 grant 
for UMID, a local NGO. PSCEP representatives met with UMID and USAID 
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numerous times to go over the proposal and ensure synergies between the two 
programs. 

Investments  

COP Cruz-DePaula met numerous times with AIC management to review and discuss 
a planned green field investment, including a local investor as a major partner. The 
investment involves a large, $20 million-plus vertically integrated farm. The 
investment was pushed to 2010 as a result of this review.  

Strategy in this sector is not focused on generating investments per se, except for 
interests by the AIC and CIIC. We note, however, that PalSud recently invested in ice 
cream production capacity, for an investment of approximately $33,000,000 Euro. 
This investment is only possible due to PalSud’s increased confidence in sourcing 
high-quality milk.  

C2f. ICTs and GDAs  

Strategy for Value Chain / Sector Level Impact 

Except for telephony and other communications and some software development for 
the oil industry, Azerbaijan’s ICT sector is very small and underdeveloped compared 
to the overall economy. This is a major constraint to developing a modern, 
competitive economy. ICT is one of the highest priorities of the GOAJ. PSCEP efforts 
in ICT will play a crucial role in developing alliances among large and small firms 
which is a proven model of value chain enhancement in developing countries. The 
dearth of human capital related to ICT in Azerbaijan is also a major sector constraints. 
Through implementation of the Action Plan and subsequent Global Development 
Alliance (GDA) strategy, PSCEP will play an important role in this strengthening 
training and learning opportunities.  

Strengthening Associative Relationships 

PSCEP initiated efforts this year to support the ICT “club” or loose association, 
incorporating more than 200 companies. We expect this to be an important focus of 
activities in 2010. PSCEP’s efforts in this sector center on the creation of four major 
GDAs, supported by the Innovation Grant Fund, which will be completed in the first 
quarter of FY2010. Because USAID has had significant success in the ICT sector 
worldwide, and because ICT is a critical area of PSCEP intervention to promote 
innovation in all sectors of the Azerbaijani economy, initial GDA efforts will be 
focused in this area. The program is nonetheless exploring several joint ventures, 
partnerships, and other GDA ideas in other sectors such as cold chain and logistics. 
After numerous discussions with key stakeholders in Azerbaijan and a review with 
PSCEP management of the program’s objectives, the assessment narrowed down to 
possible initial GDA partnerships to the following: 

Cisco Networking Academy Alliance (CNAA) will help build human capital within 
the ICT sector by providing CNAA certification to 1,200 ICT professionals and 
graduating 2,100 students from the Cisco IT Essentials curriculum. The Alliance will 
establish or expand sustainable academies at seven universities and up to 40 
secondary e-schools. The potential alliance partners will include Cisco, USAID 



 

28 ACTIVITIES AND ACCOMPLISHMENTS IN FISCAL YEAR 2009 

represented by PSCEP, the Ministry of Education, a small group of Cisco partners, 
and AzEduNet, who will serve as the implementing partner. The Alliance will provide 
a major contribution to the sector and address one of the most critical sector-wide 
constraints, the dearth of qualified ICT professionals.  

The Azercell Innovation Center Alliance will foster innovation by establishing an 
incubation center that will allow at least 12 to 15 young innovators to take their ICT 
ideas to market and start businesses. Beyond the major telecoms, Azerbaijan’s ICT 
sector is inappropriately small for an economy of its size. Fostering the growth of 
entrepreneurial, visionary small companies that can increase innovation across the 
economic landscape would be a significant PSCEP contribution. Azercell has 
expressed interest in receiving support from PSCEP especially in the area of training 
and technical assistance. A promising value-added contribution for PSCEP would be 
to support the establishment of the Cisco Entrepreneur Institute at the Innovation 
Center, which would provide a range of business training designed to help the 
innovators bring their technology ideas successfully to market. PSCEP expects these 
new businesses to foster approximately $1 million in new investment; generate $3 to 
$5 million in new sales; and create 50 to 100 jobs by 2011.  

PC Software Piracy Alliance will help local companies involved in the distribution 
and sales of software become more profitable by decreasing the use of pirated 
software. It is estimated that a 10 percent decrease in pirated software will increase 
the sales of licensed software by $10 million and stimulate nearly $20 million of 
economic turnover, generate $3.6 million in additional tax revenue, and create at least 
900 new jobs (a 30 percent increase). Microsoft estimates that up to 90 percent of 
software utilized in Azerbaijan is pirated. The alliance partners include Microsoft, 
Oracle, Adobe, USAID/PSCEP, and Softline, as an implementing partner. Softline 
will train 20 to 30 auditors at the Central Bank of Azerbaijan (NBA) and 35 tax 
inspectors to detect the use of unlicensed software. In turn, the auditors are expected 
to inspect nearly 5,000 computers at more than 35 commercial banks while the tax 
inspectors will audit more than 50,000 computers at 500 commercial firms. Alliance 
activities potentially include public relations campaigns on anti-piracy. 

MOE IT Innovation Center Alliance will provide a state-of-the-art showcase for 
education that will foster innovation within the education sector, promote 
technologies to other ministries, and convince the government to establish its 
Regional Innovation Zones (RIZs) program, conceptualized two years ago but still not 
at the implementation stage despite its reported priority. Government and private 
sector stakeholders both agree that successful launching of the MOE IT Innovation 
Center could play a crucial role in spurring commitment to the RIZs at the highest 
levels of the GOAJ. This GDA program may be transferred to USAID’s Democracy 
and Governance group for implementation. 
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PSCEP Impact: Innovative Financing to 

Expand the People’s PC Project  

Partners in the People’s PC Project were ecstatic 
following the first four months of implementation. 
They had delivered more than 3,000 computers to 
rural teachers, who could now use those 
computers in the classroom, had a 98 percent 
repayment rate, and were facing increased 
demand. The program could be expanded to 
reach over 20,000 people in the next year. Yet 
Bestcomp was limited by a $1.2 million credit line 
from a Turkish loan, and no local bank was willing 
to provide additional financing. Realizing the 
potential benefits of the program, PSCEP became 
involved in working with Bestcomp, HP, and 
Microsoft to solve the problem. The first attempt 
was initial and seemingly fruitful conversations 
with a U.S. bank for EXIM bank financing. 
Unfortunately, the HP computers had little U.S. 
content, making the deal ineligible for EXIM bank 
financing. But PSCEP staff did not give up. We 
consulted with local banks, looking at the 
transaction from different angles until we came up 
factoring alternative that will permit the banks to 
buy the loan from Bestcomp and then on lend to 
the consumer. The result? An immediate 
$800,000 in new financing, with the potential to 
significantly increase lending — and the 
distribution of computers well into the future.  

 

 
Sector Focused Firm-Level Assistance  

Our initial ICT Action Plan included firm level assistance to several important anchor 
firms in the industry. Upon further reflection, and with a clearer understanding of 
opportunities through GDAs, we decided to hold back on firm level support. But we 
will review progress on the Azercell Innovation Center, which may provide PSCEP 
with an opportunity to provide business and strategic support from leading start-ups 
that may arise from this program.  

Investment 

The People’s PC Project, launched 
in early 2009, is a GDA by any other 
name, involving an alliance between 
Bestcomp (a large computer 
retailer), the Ministry of Education, 
the Ministry of Information and 
Communication Technology, 
Hewlett Packard (HP), and 
Microsoft to provide PCs and 
software initially to thousands of 
rural teachers, but eventually to 
thousands of other professionals 
outside Baku. From the perspective 
of promoting competitiveness of the 
ICT sector and overall 
competitiveness in Azerbaijan, it is 
an excellent program, as lack of 
basic computer skills and innovation 
is cited as a major constraint facing 
Azerbaijan’s economy.  

Bestcomp is one of largest retail 
computer resellers in Azerbaijan. 

Impact of PSCEP Activities on ICT  

Number of enterprises assisted: To date, working with leading anchor firms in sector, but GDA 
alliances and Azercell innovation Center participants will easily put this number at well over 50 
in 2010.  

Impact of Cisco Networking Academy GDA: 3,300 individuals trained in three years. 

Impact of Azercell Innovation GDA: 135 entrepreneurs assisted, with approximately 40 new 
companies producing ICT related services. 

Impact of Software Anti-Piracy Alliance: By decreasing pirated software use by 10 percent, it is 
estimated that sales of licensed software will increase by $10 million, which in turn stimulate 
nearly $20 million of economic turnover, generate $3.6 million in additional tax revenue, and 
create at least 900 new jobs (a 30 percent increase in entire sector). 

Impact of MOED IT Innovation Center Alliance GDA: Will leverage nearly $1 million in 
additional resources (1:18) to improve technology use and advance IT innovation through the 
education system and ministries in Azerbaijan.  

Total funds leveraged: More than $1.3 million 
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The alliance centers on HP providing computers at a deep discount and Microsoft 
providing the software. A local ISP also donated three months of free Internet service 
with the package. A key constraint in expanding the program, however, was working 
capital financing for Bestcomp. PSCEP worked diligently with the program’s 
stakeholders to come up with the means to come up with additional financing. The 
result has been an initial $800,000 in financing, with the possibility of even greater 
lending, permitting the program’s continued expansion (see box)  

C3g. Packaging Materials 

Strategy for Value-Chain/Sector-Level Impact 

The Action Plan developed in May 2009 aims to enhance the packaging industry 
value chain by delivering assistance to key producers and improving their overall 
productivity, especially in accessing financing to expand and improve operations. The 
Action Plan emphasized the development of internationally accepted grades and 
standards, especially in helping to create an industry national packaging body to set 
and oversee these standards. As noted below, PSCEP undertook a number of activities 
this year in support of the sector. 

• Kenneth Marsh provided a preliminary report to the CIIC on feasibility studies for 
cardboard production by the NAA company in Ganja. The NAA plans to initiate a 
corrugated cardboard line next year. The CIIC requested a technical assessment of 
NAA’s plans, which PSCEP delivered. 

• Dr. Marsh also assessed a pre-feasibility study prepared by Azersun for the AIC 
for an investment in a major recycled board plant. Chief of Party Dan Cruz-
DePaula also analyzed transaction issues with the AIC investment department. 
The AIC has posed a number of issues for further analysis to Azersun, based on 
these and internal conversations. This is a major investment which may be further 
explored, possibly in 2010.  

• The GMC initiated discussions with corrugated board producer Safari LLC and 
developed a Competitiveness Plan outlining potential PSCEP assistance. Safari is 
the largest corrugated board and box maker in the regions, providing packaging 
materials and boxes for the poultry, agribusiness, and other industries. Key 
constraints and issues include access to finance (the company requires a 
significant loan to replace equipment), as well technical issues associated with a 
new dye-cutter and a five-color printer. 
Dr. Marsh advised the company and 
GMC on addressing these issues, 
including use of corrugated board waste, 
and their present methods of disposal of 
that waste.  

The packaging materials subsector is 
extremely important in the value chain of 
fresh fruits and vegetables in Azerbaijan, 
especially those for export. Nonetheless, 
priorities reluctantly required PSCEP not 
pursue to packaging materials as a subsector 
per se, at this time. Reasons for this decision 

PSCEP VCS Indira Asgerova at Vugar Cold 
Storage in Ganja with Tomatoes from 
AzRusDostlug Farms. 
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were (1) budget considerations, especially to provide international STTA; (2) staff 
limitations (in part, also budget-driven); and (3) the limited number of companies and 
geographic dispersion of companies in this sector. The creation of a self-regulating 
packaging body of some type continues to be an idea worth pursuing. But we 
recognized early on that it would be a time-intensive effort for PSCEP staff and 
management — in addition to budget limitations — that we simply could not afford at 
this time. If PSCEP receives additional budget support, this activity will be retaken.  

D. COMPETITIVENESS INNOVATION GRANT FUND 

In the second quarter of FY 2009, PSCEP developed a concept paper for the 
Competitiveness Innovation Grant Fund (CIGF) for discussion and approval by 
USAID. Subsequently, we drafted the grants manual for the CIGF that the USAID 
CO’s office in Georgia reviewed for several months. We then translated the manual 
and submitted it to the MOED, highlighting the section on grant approval procedures. 
At USAID’s request, the MOED sits on the grants approval committee.  

In May, to launch the CIGF, PSCEP solicited proposals for grants from ICT and those 
in related industries such as Internet and software, including private companies and 
nongovernmental organizations (NGOs) that are producing business productivity 
solutions. PSCEP advertised the proposal through newspaper ads and the internet. As 
part of this process, PSCEP held a bidders’ workshop for more than 40 interested 
companies, explaining grant objectives and criteria.  

Awarding grants has been delayed by several factors. First, MOED involvement in the 
process adds another element in the process, the implications of which are not fully 
clear. As they underwent several personnel changes in the Ministry, for example, they 
did not respond to several PSCEP and USAID requests to meet on the grants program. 
More importantly, it became clear in developing the GDA strategy that the grant 
program should be linked to supporting broader alliances simply than just individual 
grants, in order to leverage more funding. Accordingly, while we would have liked to 
see grants disbursed in 2009, the delay may prove to be a good thing. With a better 
understanding of priorities, PSCEP will be in a better position to leverage the most 
from the CIFG in 2010. We expect disbursement of at least two-thirds of available 
funds by the second quarter of FY 2010.  

While no firm commitments have been made for the $300,000 CIFG, as of October 
2009, PSCEP had made the following allocations for the fund: 

• Three GDA alliances in ICT: Approximately $150,000 (with a fourth alliance 
funded by another USAID program). This concentration on ICT reflects the 
fact that, as USAID worldwide experience demonstrates, the sector is 
particularly appropriate for GDAs given the presence of large, U.S. companies 
or anchor firms and, more importantly, the ability to leverage considerable 
funds and maximize impact.  

• One grant of approximately $5,000 for the association in Zagatala to build a 
carp hatchery.  

• A grant of approximately $5,000 to the Girkhbulag Trout Farm in Sheki to 
strengthen the demonstration impact on other area aquaculture farms. 
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Oklahoma State University Professors, PSCEP Staff at 
Ganja State Agrarian University. 

• A grant of approximately $10,000 for a feed testing laboratory to AIM, a local 
NGO, which should be closely coordinated or given through the Azerbaijan 
Poultry Association. 

In line with CIFG strategy, all grants should include considerable counterpart funding, 
especially for private sector firms. For example, if the AIM laboratory is to assist the 
poultry industry, then leading industry users should contribute to overall operations 
and their contribution included in the grant.  

E. OTHER PSCEP SUPPORTED ACTIVITIES 

During 2009 PSCEP undertook a number of activities in support of USAID programs. 
These include, but are not limited to those described below.  

In May, COP Dan Cruz-DePaula traveled to the Naxchivan Autonomous Region with 
a delegation from the Organization for Security and Cooperation in Europe to deliver 
a series of lectures to university students and government officials on 
competitiveness-related issues, as well as to give a presentation USAID economic 
growth programs in Azerbaijan. 

At USAID and Embassy request, in September, PSCEP organized a visit to Ganja for 
a delegation of nine professors from the Oklahoma State University and Nobel 
Foundation. The professors gave presentations to 50 students and teachers of agrarian, 
technical and veterinary faculties of the University on Emerging Countries, Food 
Labels, Global Food Crisis, and U.S. meat demand and held discussions on other 
topics of interest to the audience. As the result of this meeting the PSCEP agreed to 
sign an MOU with the Agrarian 
University for further 
collaboration. There is expected 
to be a separate MOU between 
Oklahoma and Ganja Agrarian 
Universities. The delegation also 
visited the PSCEP clients in 
Ganja for professional exchange 
and to learn more about regional 
project work with APEKS fish 
farm, Suludara dairy, Samukh 
Broiler, Gizil Yem feed plant 
and Goja Gasimov greenhouses. 

PSCEP advised USAID on a centrally funded $500,000 grant for dairy development 
to UMID, a local NGO. PSCEP made numerous recommendations incorporated into 
the revised proposal. We also discussed with USAID an eventual transition of PSCEP 
dairy activities to UMID. 

At no cost to the project, PSCEP provided the services of senior and mid-level 
Chemonics home-office staff to provide guidance on program and administrative 
issues.  
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PSCEP CONTRACTUAL TARGETS 
 

Specific Task/Output Quantitative Measurement Key Assumptions First Year Expected Results 

Sector Identification/Transformation 

Identify sectors and 
subsectors for support 

Work in at least six sectors and 
eight subsectors 

Capacity and resources available for 
significant “transformational” assistance in 
at least six sectors, especially non-
agricultural.  

PSCEP selected and is working in 
approximately 10 sectors and subsectors, 
especially in subsectors related to 
agribusiness, but also ICT and finance.  

Carry out DRC analysis to 
identify sectors/subsectors 

At least 30 sectors/ subsectors 
analyzed, of which 12 must be 
agricultural 

Availability and reliability of data  
DRC analysis conducted for 
approximately 38 subsectors as well as 
analysis of petrochemical sector.  

Identify and train BDS 
providers 

Support to at least 10 BDSs. 
Financial sustainability of firms, 
leading to 80-100% of 
operational costs by non-
USAID resources 

This many BDS providers in the country 
are capable of delivering transformative 
assistance. Staff and budget resources 
within PSCEP to manage this number of 
BDS providers 

PSCEP is working with five BDS 
providers in different regions. We have 
engaged at least five other BDS providers 
as support in different areas (DRC, 
agricultural assessments, finance) 

Identify and develop sector 
transformation plans 

Eight plans presented to USAID 
Budget resources to develop, then 
support these plans 

PSCEP has prepared nine sector Action 
Plans.  

Enterprise-level support 

Work extensively with 100 firms 
in Year 1; additional 200 in 
Year 2; additional 200 firms in 
Year 3 (500 total)  

There are this many enterprises in 
Azerbaijan through which enterprise level 
support can impact sector 
competitiveness. Budget and capacity 
exists within BDSs, PSCEP to manage 
and deliver assistance to this many firms.  

We are currently working directly with 
approximately 70 firms, including indirect 
support (e.g., PalSud is one client, but we 
are working with 100 other small 
enterprises in supporting milk quality); the 
number exceeds 150. 

Achieve increase in sales 
revenue in firms supported  

Achieve no less than 50% 
revenue growth above industry 
trend line 

Stable macroeconomic conditions; data 
available to effectively measure industry 
trend lines. 

Establishing quantifiable “trend lines.” 
Efforts of first year sales results not visible 
until 2010, but we expect to far surpass 
the 50% above trend-line target. 

Achieve employment 
expansion  

Achieve no less than 30% 
employment growth above 
industry trend line 

Competitiveness process is consistent 
with direct employment growth; stable 
macroeconomic conditions; data available 
to effectively measure industry trend lines. 

As with sales, establishing “trend lines.” 
Efforts of first year jobs results not visible 
until 2010, but we expect to far surpass 
the 30% above trend line target. 



 

34 PSCP CONTRACTUAL TARGETS 

Specific Task/Output Quantitative Measurement Key Assumptions First Year Expected Results 

Leverage investments and 
lending 

Minimum of US$25 mm by 
August 20; additional $50 mm 
by February 2010; additional 
$50 mm by August 2010; 
additional $50 mm by February 
2011; additional $50 mm by 
August 2011. Total 
investments: $225 mm.

*
  

Favorable international and domestic 
environment for both equity and 
commercial bank lending; domestic 
investors in particular, interested in 
investing in PSCEP sectors; domestic 
equity funds fully operational and 
aggressively lending. Few socio-
economic-political distortions in 
investment process  

Will have closed or nearly closed 
approximately $23.7 million in leveraged 
investments. Have pipeline with AIC, 
CIIC, and banks of approximately $40-
$50 million that are likely to close by 
February, 2010 

Markets, and Information 

Comprehensive reports on 
market trends, articulation 
of practical strategy for 
delivery of marketing 
information.  

Reports on three sectors by 
April 2009; three additional by 
September 2009; train five local 
entities in the creation and 
utilization of market information 
July 2009; five others July 
2010.  

Local capacity exists; PSCEP has 
sufficient budget and human resources.  

Market analysis incorporated in DRC and 
Action Plans.  

Develop websites about 
selected Azerbaijani 
sectors to share market 
information, including 
information on production, 
processing, and market 
trends. 

Web site developed August 
2009. 

Capacity and resources available for 
significant to avoid mistakes of donor 
efforts to implement these programs.  

Website to be developed by BDS provider 
(and possibly others) through grant 
program. Will be completed in Q1, FY10. 

Develop strategy for 
critical agricultural-related 
technology transfer, 
including extension 
services, including 
enhancing capacity of 
public sector to deliver 

Provide targeted technical 
support to facilitate effective 
first-stage implementation of 
this strategy by February 2010.  

Resources (both budget and human) 
available for PSCEP to initiate a major 
transformation of the Azerbaijani 
extension system.   

Assistance being provided by BDS. There 
are ongoing efforts to link some BDS and 
public sector operations such as 
AZPROMO regional offices.  

                                            
* In preparing the Year One Work Plan, the investment targets were mistakenly changed to reflect a target of $50 mm by August 2009. This was not a deliberate effort to 
increase what were already extremely aggressive investment targets.  
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Specific Task/Output Quantitative Measurement Key Assumptions First Year Expected Results 

these services. 

 

Roundtables, workshops, 
at a value-chain level to 
promote associative 
relationships 

Six events undertaken. Conduct 
four business to business 
conferences at regional and 
national levels. 

PSCEP can generate interest among 
stakeholders 

Six events undertaken in Year 1 in 
poultry, finance, cold storage, and 
aquaculture. 

Promote critical “enabling 
environment” reform 
issues 

Address at least five or six of 
these issues: two by April 2009; 
two by December 2009; two by 
December 2010 

Political and socio-economic conditions 
allow PSCEP to address these issues 
effectively. 

Agricultural subsidies addressed through 
DRC. Access to finance issues also 
addressed.  

 
 
 
 
 


