Bringing the Seeds of Recovery:

Community Development and Micro-credit in Nakhchivan
I. Background
This is the story of a development project. With its funding provided by the United Nations Development Program and its organizational base by the International Organization for Migration, a small team of dedicated men and women have brought real seeds of hope to one of the poorest and most isolated corners of the world.

The Nakhchivan Autonomous Republic is a small (350,000 souls inhabiting 5,500 km2) territory, lost somewhere high in the Caucasus Mountains between the Caspian and the Black Seas where Central Asia, the Middle East and Europe meet. Although part of the former Soviet Republic of Azerbaijan, it is separated from the rest of this country by Armenia which, following the war over Nagorno-Karabagh, maintains an impermeable blockade. This leaves Nakhchivan an open border only with north eastern Iran plus twelve kilometers at the extreme north west point of Turkey.

 The people of Nakhchivan are predominately (85%) dependent on agriculture, living in some 200 villages all within an eighty kilometer radius of the only sizable town, Nakhchivan City (population about 60,000), although only one tenth of the stark, mountainous land is arable. These people have been simultaneously afflicted by the collapse of the highly structured, Moscow-controlled Soviet economic system, the population displacements of the war and the constrictions of  the blockade. This has abruptly impoverished the economy and left a society of subsistence farmers (cattle raising, fruits and vegetables), migrant seasonal workers (40% of work force, mainly going to Turkey), and unemployed. Displaced persons and women have suffered most but all have been affected. The several small factories, which had been set up as pieces of the massive Soviet Union production chain, are almost all closed now. Supply shortages of energy, raw materials and consumers’ products impede recovery while raising prices for this the poorest part of a poor country. (Sixty percent of families cannot now afford their most basic weekly food.) Machinery and infrastructure, notably irrigation, have been neglected, abandoned or simply have never existed. 

Finally, the 70-year Soviet Communist regime, although offering reasonable health and education systems while it prevailed, endowed its colonial territory with a poisonous heritage of dependency on hierarchical authority that undermined personal and group sense of responsibility. Its sudden disappearance left these family-oriented, Muslim villagers looking for a way out of the abyss, with little more to see in the broader society around them than the endemic habit of corruption and abuse of privilege.

This then was the context in which the Community Development and Micro-Credit (CDMC) project was conceived The various parts of the project were designed to address in a highly practical way several of these obstacles to Nakhchivan’s sustainable social and economic development. The core component is a scheme by which villagers can receive very small loans for productive purposes, that is to say, micro-credit. A related program offers slightly larger credits enabling small entrepreneurs, mainly in Nakhchivan City, to start up or expand their businesses. Another component encourages and facilitates individuals in the same village to come together to construct common village water systems, through shared costs arrangements. The broader need of all concerned for training and capacity building is also recognized throughout CDMC’s activities by a variety of built-in training programs.

Together these elements of the project respond to the difficult social and economic situation just described, and have as their corresponding objectives to develop habits of community cooperation in addressing problems, to reduce poverty, to induce self-sufficiency, to stem unwanted migration, to increase employment opportunities, to encourage energetic and honest entrepreneurship, to promote participation, to raise skill and experience levels through training. Finally the project aims to ensure the financial sustainability of the projects funds through good management as well as the administrative sustainability through capacity building of human resources so that a strong local organization is fully able to take over when CDMC’s term is completed.

This study is the result of an intensive review and assessment of the project by an outsider with broad experience in the subject matter over a three and a half week period in July 2000.

 Having thus introduced the Nakhchivan CDMC project, its socio-economic context, its main component parts and its objectives, we will now proceed to a detailed description of its structure and operations, then discuss the results the project has so far achieved (or failed to achieve), and finally draw a number of analytical conclusions.

II. What is the CDMC and what does it do ?
In order to understand what the project actually does, we must first describe the way it is organized. As noted above, the UNDP offers funding and oversight for the project, the IOM is responsible for its execution, while the Government of Nakhchivan Autonomous Republic is committed to providing official support and active cooperation. Following formal agreement by these three signatories, the project began November 1998. At the time it was planned to last two years, although an extension for a further year or possibly two is being considered and seems necessary.

The 24-month project budget is nearly one million dollars. About $85,000 of this, in local funds, is from the Nakhchivan government and the remainder is provided as a grant from the UNDP: $370,000 for the micro-credit capital fund; $138,000 for drinking water project construction costs; $10,000 for training courses, and slightly more than $350,000 for staff salaries and office vehicles, equipment and supplies.

The keystone of the organizational structure is the staff team, the so-called “project implementation unit”. Led by the Project Manager, it comprises the Credit Officer, responsible for disbursing and recovering credits through four Field Organizers who report to him (each one working in a separate terrritory), the Office Manager/Accountant, the Project Engineer, a program assistant, an administrative assistant and a driver. All staff are Azerbaijani (all but two of these from Nakhchivan) except for the Project Manager, an experienced international expert in rural development and micro-credit (from India). In addition, a business and administration expert, also from India, was contracted by the project for a ten month period. Finally eight local university teachers were recruited and trained to lead training sessions in entrepreneurship development, as and when required..

As is common in micro-credit projects in many countries, it is in US dollars that the project’s books are maintained and that loans (converted to and from the local currency at the current week’s exchange rate) are disbursed and repaid. This is a hedge against inflation, and thus protects the fund capital and its clientele. Moreover, while most communication within project operations naturally is in the Azeri. language, English is encouraged  (just one part of the generalized promotion of on-the-job capacity building) and is used for all key project documents. Both these foreign innovations are accepted without questions by the project staff and clients.

Project components
The several parts of the CDMC project constitute a multifaceted approach to Community Development and Micro-Credit. 

A. Rural Micro-credit Program
The effective core of the project, this facility extends loans to poor villagers up to a maximum of $250 in the first round and $500 in the next. The credit is to be used for productive, money-earning purposes, often livestock or horticulture.

The terms and conditions attached to these credits are specifically and consciously designed to support the project’s essential objectives as listed above, as well as to conform to the particular situation prevailing in Nakhchivan:

- First of all a village is selected after village meetings and a thorough review by the staff (mainly the Field Organizers, Credit Officer and Project Manager) to determine that it meets the criteria: villagers should be poor and in need, interested in self-help by receiving credit, largely involved in agriculture, and preferably with a substantial number of women-headed households, migrant workers and displaced persons. 

- Then in a similar collective process, individuals who apply are approved by the others for membership and visited and reviewed by staff as regards their suitability, including their income and personal assets. The new members thus selected constitute a “big group”, averaging about twenty persons. They may further divide themselves into neighbourhood subgroups, usually of five members each. 

- The big group then undertakes an obligatory training course, eight weekly sessions lasting a couple of hours each, in which members discuss together and analyze their situations, their available resources, including skills, and their credit needs. A central focus is the need for group formation and action at the village level. They learn about and discuss the objectives and conditions of the CDMC project, and in the final three sessions prepare and present their individual business plans. 

- Members are also required to save (by depositing with the Field Organizer) at least 2000 Azerbaijani Manats (now approx $0.45) weekly, at least during the eight-week training period and preferably continuing thereafter. The savings are converted by CDMC into dollars to maintain their value. For unforeseen emergency needs (for example, a sudden illness) one member may withdraw up to 50% of the whole big group’s savings, following the group’s consideration and approval,

- Each member’s loan application, including the business plan and detailed repayment schedule is reviewed by the “Loan Approval Committee” (comprising the Project Manager, the Credit Officer and the Field Organizer). They also verify the proposed collateral (which could be the applicant’s house, for example). They then decide on credit approval.

- Repayment is made by weekly payments through the Field Organizer, usually at the meeting of the “big group”, which always meets every week. The repayment schedule is determined by the individual and the group according the profit cycle of the particular business in question, the expected seasonal variations and other variables. However, despite this flexibility respecting individuals’ separate situations, the interest charged is always a flat monthly rate of 1.5% of the original credit and the maximum period is nine months.

- It should be noted that all individual members of big groups share collective responsibility for each of their fellow member’s compliance with the terms and conditions of credit, so that, for example, no second credit for anyone is approved until all group members have repaid their first. In the case of sub-groups, each member also bears fidiciary responsibility for each of the others, so that in case of non-repayment all five are held responsible. Any member failing to pay for three consecutive weeks according to his or her repayment schedule is considered a defaulter, and pressure is brought to bear by the others in the group and subgroup, as well as by CDMC staff.

B. Urban Micro-credit Program
This program has a different clientele and different objectives from those of the rural program. It aims at the aspiring entrepreneurs, mainly in Nakhchivan City, who wish to start a small business or to expand an existing one, but are constrained by inadequate availability of credit, or simply unawareness of what needs to be done. This facility offers loans usually up to $2000 at 1.5% monthly interest, along with training in entrepreneurship development (a condition for receiving credit) and continuing practical business support from CDMC staff. There are several consecutive steps in the process:

1. First, in a concentrated advertizing campaign throughout the City, the CDMC program is described and potential clients are invited to register their interest. Entrepreneurs in small production or cottage industries, in specialized services, in farming and in trade are targeted. In the first year and a half of project operations there have been four successive such campaigns, which have produced a total of 1450 interested people.

2. On the basis of the written registration applications, CDMC staff develop a short-list of potentially suitable clients, depending on the present and planned size of their enterprises (assets, number of employees, business income), their skills and experience, and perceived market opportunities. Through a succession of interviews and site visit assessments this list of about seventy names is narrowed down to those eligible for training, usually about thirty to thirty five in number.

3. This training, called the “Entrepreneurship Development Program”, as refined, improved and adapted  (on the basis of local conditions and feedback from the first times it was offered) provides a week-long, twenty hour intensive course. It covers such topics as the basics of management, business ethics, marketing, accounting, taxation and other legal aspects of business. As in the Rural Micro-credit training, the final and most time-consuming part of the course is on the framing of a business plan. Nakhchivan State University teachers, themselves duly trained in the specific requirements of CDMC, lead these training sessions.

4. Having completed their training, the entrepreneurs then prepare their business plan (including proposed repayment schedule) and loan application including statement of collateral. These are carefully discussed and assessed by CDMC staff who then meet (as the Loan Approval Committee) to approve, or not, the credit. A loan agreement is prepared, the collateral is verified, and following signature by IOM and the enrepreneur, the credit is disbursed by the partner bank. After researching all the banks operating in Nakhchivan, the Orman Rabita Bank. was chosen by CDMC as its partner As it turned out, the bank’s participation is limited to disbursing credits and receiving the regular principal and interest payments on behalf of CDMC for which it charges a small service fee (0.1% of transactions’ value). It does not pay interest on deposits, nor offer chequing service.

5. Repayment is to be made on a monthly basis over a maximum period of nine months, following the agreed repayment schedule. Unlike in the Rural Program, there is no collective responsibility or group guarantee to bring pressure on members to fully comply with this schedule. The Field Organizer, Credit Officer and other staff do maintain close continuing contact with clients.

6. Moreover, this continuing relationship offers entrepreneurs regular support as required in terms of business and marketing advice by CDMC staff.

C. Drinking Water Program
This program undertakes projects to build or renovate village waterworks. It is closely related in its aims to the Rural Micro-credit Program, in that its primary objective is to strengthen the habit of community organization and participation when dealing with common problems, in this case the classic village-wide issue of potable water supply. The basic rule here is that CDMC provides only up to 80% of the funding. CDMC also gives technical advice, mainly by the Project Engineer,  and, assisted by the village committee and the government authorities, it manages project implementation. The village and the government must provide at least 20% of the costs, usually in the form of labour, materials, and equipment. Linkages with the micro-credit program are emphasized and the CDMC Field Organizer as well as the Engineer are intimately involved in project selection, development and implementation.

The process is straightforward: The choice of a project arises from the initiative of the village in question. Sometimes prompted by the Field Organizer, the villagers agree on the problem and its desired solution. They then constitute a village committee to represent them on the subject, consult with the government’s local representatives, and submit a proposal to CDMC and the government. Technical studies and funding estimates, the calling for tenders, the awarding of the contract, and the monitoring of the work are done cooperatively by the three interested parties - the CDMC, the government and the village. By the end of the project, the village committee should collect from all the village a sum equal to ten percent of the project costs which then becomes the Drinking Water Project Maintenance Fund. And to bring the whole exercise to a suitable close, when the work is completed, the CDMC hands over the project in a formal ceremony to the village committee.

D. Capacity building


Capacity building in the CDMC is more than just one of the broad aims of all the project’s activities. While it is an integral part of all the previously described components, it should be considered as a program in itself, since capacity building is the primary means by which the project can ensure the sustainability of its achievements. When it is completed, the project aims to leave in its place community structures and trained, experienced persons capable of continuing the societal change, the development process it has launched.

Four categories of capacity building were built into the CDMC’s operations: 

i)  the establishment of functioning community-based organizations to manage the micro-credit program and ultimately to take over from CDM.C. A village-based, bottom-up structure of committees has been put in place. This hierarchy starts with a) the “big groups” (roughly twenty villagers each, all recipients of micro-credits), who then are represented on b) regional committees (one for each of Nakhchivan’s seven regions) whose representatives in turn come together to constitute c) the umbrella organization covering the whole Autonomous Republic. At this point of time, it is called NEDO, the Nakhchivan Economic Development Organization. All three tiers feature elected presidents, secretaries, and members,

ii) The building up of  trained local staff of professionals, skilled in all the administrative and technical details, as well as the principles of running micro-credit programs and community development projects. The CDMC staff is now a smoothly functioning unit.

iii) With the aim of furthering the development of a business-minded community beyond what the urban micro-credit programs does,  CDMC staff joined together with some urban entrepreneurs (credit recipients), teachers trained to teach the “enterprise development program” and students of business to create the “Forum for Business Advancement”. The FBA intends to publish a newsletter to disseminate information useful for entrepreneurs, to lead training courses (such as EDP) and workshops, and to promote networking.

iv) Reaching out to the wider Nakhchivan community, the CDMC aspires to give useful training and experience to certain sectors with which it is cooperating in its current operations. These include: a) its partner bank, who through this project can establish good bank-client relationships based on trust; b) teachers at the Nakhchivan State University, learning how to teach business administration as well as micro-credit theory and practice; c) university students involved with the project’s business support activities; and d) a host of other individuals associated with the CDMC “family”, giving and receiving services of various types.

III. What has CDMC achieved ?
Taking in turn the project activities described in the previous section, let us now assess CDMC’s record for the year and a half it has been operating. In each case we will first look at the quantifiable results, and then at more qualitative signs. In this assessment, we will bear in mind the project’s various objectives as indicated above.

Rural Micro-credit
- To date, 874 villagers have received from CDMC a first credit, in almost every case of $250, with a total of $219,250 disbursed. Of these villagers, 284, having completed repayment, went on to take a second credit of usually between $300 and $500. Total disbursement by the project for this second round at present stands at $115,500 (so the average second credit is $407).

- These credit-takers have constituted themselves into forty “big groups” (averaging about twenty in each) from thirty-one separate villages evenly spread through all seven regions of Nakhchivan.

- Of these 874 villagers, 378 (43 percent) are women. Of the forty groups, 13 are totally or predominately composed of women. Of note here is that, in this traditionally male dominant socio-cultural context,  initially there was no interest or participation by women in the notion of micro-credit. Then as they learned about it and saw men becoming interested, their own interest was stimulated.

- More than half of both the first (56%) and the second (57%) credits were used to purchase livestock (mainly cattle, some sheep and goats). The next most popular use was for agricultural inputs for crops and horticulture (25% and 14%), and the third category in importance was various types of trade (15% and 18%). Bee-keeping, chicken-raising, and various types of trades and services were also supported by credits.

- Of special interest were the groups of villagers who pooled their credits in large common projects. Two examples were a) women of the village of Chirna who invested in equipment for their chicken hatchery, and b) men in Sadarak who built five artesian wells that have turned their dead, dry land into lush, lucrative fruit orchards and vegetable gardens.

- More than two fifths of the credit-takers (43 percent) were seasonal migrant workers.

- The repayment record has been nearly perfect: Only five out of the 1158 first and second credits provided are past due (less than 0.5%), with the amount owing less than $1000, a minuscule proportion.

In our visits to several CDMC supported villages, we gleaned much information and many impressions that were less quantifiable:

- All credit-takers to whom we spoke with showed concrete evidence of improved economic situations. A number, who had been seasonal migrant farm labourers, mainly crossing the border to Turkey,  were now growing their own crops or raising livestock. Several had improved or extended their homes. One widow had enough from her profits to visit her son on military duty in a far off corner of Azerbaijan.

- The habit of dealing with common concerns as a group seems to be taking hold. For example, one farmer explained that the main obstacle to further improvement in his fortune was the lack of good irrigation for the land he now held (following privatization of collective farms). The matter, however, was under consideration within the “big group”, which had thus become the forum for resolving village problems, above and beyond specifically CDMC credit matters. 

- The women credit-takers to whom we spoke, both in groups and individually, appeared on the whole confident and hopeful, despite several tragic tales, notably from widows. Many women’s husbands were openly supportive of their wives collective credit-taking, since they saw that it improved the economic situation of the household as a whole.

- Knowledge of the project has spread widely throughout Nakhchivan, and as a by-product of this, peer pressure and constructive rivalry with respect to success as well as re-payment performance operated not only within groups, but between villages, and even through the NEDO system of networking, between regions.

Urban Micro-credit
- To date 98 entrepreneurs have received credits of amounts varying between $1000 and $2000, averaging about $1500. The total funds disbursed were $144,300.

- There have been four “rounds” of credit, October 1999, December 1999, and two in March 2000, with about twenty five credit-takers per round. (All those in a round receive their credit at the same time.) 

- Each of the rounds had received the compulsory week of training (the “Enterprise Development Program”), as described above, the first one held in July 1999. A total of 113 entrepreneurs took this training (with 15 of these for various reasons not then given credit).

- There was some delay getting the Urban program fully operational, mainly due to the need for considerable time to narrow down the lists of potential credit-takers, prepare the training course, and work out with the partner bank (Orman Rabita) the process for disbursement and repayment.

- The main emphasis of this program is: a) independent, small producers (e.g. bakers, tailors, shoe makers, brick makers, table salt refiners) of which 33 have been given credit; and b) small service providers (e.g. mechanics, electricians, painters, barbers, refrigerator repairmen) of which 30 have been given credit.

- These sectors are given preference since they most directly support CDMC’s objective to create and maintain jobs. In fact the Urban Credit facility has created 138 new jobs and made secure the jobs of 200 others, a substantial contribution in a land suffering from extremely high unemployment in the past decade.

- In order to respond to local needs as they arise, however, the project allows some flexibility. In this regard twenty traders (usually purchasing consumer goods in Iran or Turkey and reselling them in Nakhchivan City) and thirty farmers have received credit. The latter are mainly cattle breeders (but also include two rabbit farmers!!). Thus the “Urban” program is not exclusively urban.

- Of the 98 entrepreneurs, 14 are women. Nine of these are in a group that together received a large credit for bread-making equipment, so in effect there have been only five independent female credit-takers, a much smaller proportion of women than in the Rural program.

- A conclusive assessment of repayment performance is still premature, since final payments will only be coming due in the months ahead. However, while a few have completely repaid their principal ahead of time, only about 60% have faithfully followed their agreed repayment schedule, and there are a number of problem cases, including the group of nine women bread-makers. CDMC staff has been active in suggesting to them ways of resolving the matter.

- A flexible and innovative sub-project, not part of the Urban program but similar in its objectives, is the Umid (“hope”) Women’s Cooperative for food product processing. With a grant of $15,000 from the Dutch government, CDMC has organized, funded and above all trained a group of women living in a Goshadiza village close to Nakhchivan City. The initial group of five has grown to twelve with the intention to increase the number to fifty. Purchasing the milk from another CDMC supported village, Mazra, they have started producing and selling dairy products (yoghurt, cheese, buttermilk) and but plan to get into other lines, such as fruit preserving. CDMC staff offer training in cooperative practice every week, following a specially prepared and adapted curriculum. They also have provided the Cooperative with a marketing adviser. On their own the women have hired a driver to assist with daily distribution to shops in the City. This activity has transformed the life of these women and their village, and also given a secure market to the milk producers of Mazra.

- A number of such constructive urban-rural connections and other linkages between the various components of CDMC are being strengthened, initiated or planned by the project staff, for example, CDMC villages offering markets for CDMC entrepreneur-traders. The aforementioned Forum for Business Advancement plans to pursue this objective.

Drinking water program
- This activity began in August 1999. To date twenty-one drinking water projects have been initiated, three or four in each of the regions, and a large one in Nakhchivan City. Of these, thirteen have been completed, and the eight now underway will be completed within the next two months. The construction activity normally takes between one and two months.

- Four different engineering methods have been used so far: a) river captage (laying perforated pipes underneath dry river beds); b) bringing water from springs through pipes by means of gravity flow; c) artesian wells; and d) chaheriz, an ancient, unusual and very effective system of horizontal underground tunnels that bring water from a source well, and along its way have recurrent vertical holes that allow access for regular cleanings. (These were built over the past century and, having been neglected, needed major overhaul.)

- CDMC has spent about $126,000 (out of $138,000 in its budget) for this program. The village contributions in labour, materials, equipment and local assistance to the contractors has averaged about 20 percent of total project costs, and in some cases was considerably more.

- The participation of government authorities in drinking water projects and the opportunities thereby provided for the government to gain political credit have brought a new dimension to CDMC’s standing, and enhanced the overall project’s reputation.

Capacity building
Beyond those already noted above, the following are some further results of CDMC’s action in the area of capacity building:

- NEDO, the top tier of CDMC’s structure of community-based organizations, has met five times, has drafted and approved its written constitution (now being recast by lawyers in legal terms so as to be in conformity with and part of the country’s system of laws) and has elected a president and other officers. This is already a big step in building up experience and self-confidence. When the CDMC project comes to an end, this body will  take over ultimate responsibility for directing and managing the activities. However at least a year and probably two are needed for NEDO’s leaders to acquire the brand new knowledge and skills required to manage a half million dollar fund involving thousands of different persons and competing interests in this socio-political environment.

- The professional staff of CDMC have acquired a whole variety of useful skills through on-the-job training: several are fully skilled in various computer programs; staff are now comfortable with a leading edge, specially designed management information system, inluding a comperhensive manual, that is probably unique in Nakhchivan if not Azerbaijan; several have learned English, the language of communication with the outside world; the project follows modern, careful and transparent accounting methods; and all staff have learned the advantages of close team work and cooperation that is their way of working. The staff are not only a cadre capable of continuing the work when CDMC comes to an end, but also could constitute a precious human resource pool of potential value in other projects and activities.

- The training provided to both teachers and students in business administration by the “Entrepreneurship Development Program” offers advantages going well beyond the CDMC project activities.

- As permanent by-products of the various CDMC training programs the detailed, high-quality written curricula could well be of use in other projects in Azerbaijan and since they have been prepared in English by the CDMC staff, could also be used in other countries. They include:      a) the eight-week Rural Micro-credit training for villagers entitled “Towards Self Enforcement”; b) the week-long  twenty-hour Urban Micro-credit course for entrepreneurs called the  “Entrepreneurship Development Program”; and the training program for women’s cooperatives, entitled “Development through Interdependence”.

IV. Some Conclusions
To accurately describe  the Nakhchivan Community Development and Micro-Credit project, one must place the primary emphasis on community development. The building up of the community  is the CDMC’s ultimate goal and, in fact, its crowning achievement. The project is, in the first instance, a micro-credit program, and as described above, these credits have brought significant economic improvements to large numbers of people. 

The methods and mechanisms which are part of the credit system, however, go well beyond such economic benefits in their impact. The practice and growing habit of meeting regularly in groups to resolve problems collectively, as prescribed by CDMC,  is new to this society, but is increasingly becoming a habit, a part of Nakhchivan villagers’ life style. It is reinforced by the CDMC organizational structures at the village, regional and Nakhchivan-wide levels. In the process their whole attitude toward and understanding of democracy is affected.

Similarly, as is evident throughout the foregoing sections, priority is given to training and personal capacity building in every part and at every step of CDMC’s activities, from the staff, to the villagers, to the entrepreneurs, and even to various service providers. The idea of training and personal improvement as a pathway to improve one’s situation has started to permeate the whole system that CDMC has brought in to Nakhchivan. Thus the project is a positive agent for social change,  in a small way raising the skill, experience and knowledge levels of the whole society.

In short, the CDMC, has a broad, multifaceted, holistic approach to development, that has brought to Nakhchivan economic improvement and capacity building at the “micro”, personal level, and advances in governance and democratization at the “macro”,societal level.

In assessing the impact of the project, however, we unavoidably confront one major negative factor: namely, that the social process needed to create a successor organization and leadership, capable of fully taking over from the IOM and the present (very effective) project manager, will take much longer than the three months remaining in the life of the project. The NEDO organization is just getting started, and while the present Azerbaijani staff is admirably skilled and has reached its high level of competence surprisingly quickly, none of this staff has reached the point at which is can take over the management. 

Moreover the current size of the capital fund would not be adequate to support with its interest earnings the cost of staff salaries and other administrative expenses. A substantial new injection of capital would be necessary. In other words, both administratively and financially, the project simply is not “sustainable” in the accepted meaning of the word.

              It is our conclusion therefore, that an extension of the project for two and possibly three years, including major new international funding, is highly desirable. The overriding focus and objective in these two years would be training the successors. It was, with hindsight, quite unrealistic to expect that, at the resource levels and in the socio-political context of Nakhcivan, the project could be successfully terminated and handed over after only two years. Indeed according to World Bank and other experience in most countries a five years term is needed in such project undertaking basic social change.

              Stated briefly, this analysis leaves us therefore with two basic conclusions. The first is that this project is making an extraordinary contribution to improving Nakhchivan’s near desperate situation. It is really bringing  seeds of hope and and recovery. The second is that it needs at least two more years of outside support to achieve sustainability.

