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1. EUWI Objectives: Current Situation

Water Supply and Sanitation

1.1 Objective 1: Improve the institutional and regulatory framework

Action 1.1 Decentralise administrative responsibility from national level to municipal level.

Action 1.2 Provide institutional autonomy to the municipal water authorities

Action 1.3 Commercialise the autonomous utilities as corporations

Action 1.4 Introduce a formal regulatory structure

The general situation in the water supply and sanitation sector of Azerbaijan is one of interrupted water supply and poor quality water supplied to the consumer. The poor service results from deteriorated infrastructure and worsening access to water sources of adequate quality and quantity. An increase in the population of urban centres exacerbates the situation, especially in higher density parts of Baku that are being redeveloped with multi-storey blocks of flats. Several attempts at reorganisation of the water sector have not improved the situation and the sector remains drastically under-funded. Water supplies are intermittent to most customers. Only 50% of Baku’s wastewater is treated before discharge to the sea. Other cities and settlements have only mechanical wastewater treatment before effluent is discharged directly either to the river or the Caspian Sea.

During the period of the USSR, the operation and maintenance of water supply and sanitation was the responsibility of 2 separate organisations in each District (rayon): one for the main city and one for the remainder of the District.  Two larger organisations existed in the capital area (Baku and Absheron peninsular): Baku Wastewater (Bakkanalizatsia) and Baku Water Supply (Bakvodoprovod), which later became Joint Stock Company Absheron Water Company (Absheronsu). The operation, maintenance, major rehabilitation and new construction of these organisations were funded from the central budget. Planning, design and construction of new water supply and sanitation works was the responsibility of: for Baku Sumgayit and Absheron peninsular - Bakvodoprovod and Bakkanalizatsi; for rural settlements elsewhere – the State Committee for Housing and Communal Services Azerselhozvodosnabzhenie; and for other regional centres – Minkominhoz (later transformed into a Committee). 

The water code has been revised since independence but it is still quite similar to the Soviet code and, as such, does not allow for autonomy in management of water services.

In 1997, under a Presidential decree, the State Committee for Housing and Communal Services was liquidated and was to be privatised. However, to the attempt to assign the responsibilities of this organisation to the municipalities was not fully authorised. Furthermore, lack of interest in privatisation and lack of control over the operation of these many small organisations during the following 4 years, coupled with a lack of financial or human resources to cope with the difficult situation, has led to the situation not improving and probably further deteriorating.

In 2001, by Presidential Decree, the Committee for Housing and Communal Services was liquidated and its subordinate organs (including production company Azersukanaltemir and its regional divisions) were transferred to Gosstroy. At the same time, the previously liquidated but not privatised State Committee for Housing and Communal Services Azersukanaltemir was restored as the Association Azerkandsutechizat. However, because of the difficult situation faced by water supply systems in rural areas, this restoration has not been made in full.

In 2004, by Presidential Decree, the associations Azerkandsutechizat and Azersukanaltemir were wound up and all regional water management organisations together with  those subordinate units of the State Committee for Construction and Architecture involved in water supply management, Absheronsu, and Bakkanalisatsi were amalgamated to form the Azerbaijan Water and Sanitation Joint Stock Company (Azersu). The District Administration also still has some influence on the management of District water supply entities. Because of the combination of regularly changing and unclear lines of authority and the lack of finance, little progress has been made on implementing the necessary water system improvements. 

The manner of further restructuring within the water supply and sanitation sector is currently an internal matter of JSC Azersu, though to date no changes have been proposed mainly because the combined task of managing all the existing schemes concurrently with trying to develop new structures is too taxing for the organisation.

Both of the investment programmes outlined under Objective 1.3 have associated institutional components. Discussions are still ongoing between the 3 financing agencies and Azersu and other government departments as to the form of institutional restructuring that will be implemented at these 5 cities.

1.2 Objective 2: Ensure financial viability of utilities

Action 2.1 Adopt a financing plan to introduce full cost recovery

Action 2.2 Eliminate subsidies between industrial consumers and household consumers

Action 2.3 Adjust billing procedures so that water tariffs are based on actual water consumption

Action 2.4 Raise collection ratios to acceptable levels

Action 2.5 Use social tariffs for the poor

Most of the Azersu finances are provided by the state budget because tariffs remain low and the collection rate is 70% in Baku but only 15% in other cities. Tariffs are set by the State Tariff Council. There is a proposal to establish of a Public Services Regulator which is being examined with support of the World Bank. Such a regulator would be responsible for regulating all utility services, including water supply and sewerage. 

There is considerable scope for reducing the operational costs of the water distribution network by reducing water treatment and pumping costs, as bulk use of water is high (e.g. in Baku around 400 l/c/d). Water usage can be reduced by introducing metering and billing by volume. Currently the water fee is equivalent to $ 0.10 /l. The highest losses can also be identified by using bulk meters to analyse the network. In Baku bulk metering has been installed and the system has been analysed to identify the main leakage zones. In other cities this facility is not generally available. Replacement of pumps would also provide immediate savings in electricity costs. Both latter activities would also improve service levels (e.g. number of hours when water is available). However, Azersu does not have the funds to implement these programmes.

1.3 Objective 3: Investment in water supply, sanitation and rehabilitation

Action 3.1 Identify the investment and rehabilitation needs through studies

Action 3.2 Prioritise building blocks

Action 3.3 Prepare projects

Action 3.4 Plan and obtain financing

Action 3.5 Implement

There has been virtually no new investment in water supply and sanitation infrastructure since the early 1990’s apart from some small recent donor-funded projects, including the World Bank funded project to improve the raw water supply to Baku and some associated earthquake damage repairs. Investments are not only needed in the repair of water pumping and distribution, but investments are needed to replace inadequate or polluted water sources with safe and adequate sources:

· A large part of the population lives in the Kura/Araks river plain and must obtain water from the Kura River, especially in some areas where previously water was supplied by pipeline from a safe source that is now in occupied territory in Nagorno Karabakh. The Kura and Araks Rivers are now polluted and water must either have a higher degree of treatment or other sources must be found.

· There are inadequate potable water supplies in some pre-montaine areas. The situation could be improved by constructing reservoirs.

Although many individual design studies have been prepared by SCAC, these have not yet been catalogued into a comprehensive and staged investment programme for the country.

A particular difficulty in renewal of water mains in the cities is the absence of a clear legal basis or institutional arrangement for the water supply operator to take decisions on excavating streets. Baku is an especially congested city and a significant part of its buried pipelines, especially in the central part, are more than 100 years old, therefore many agencies must provide permission before any disruption or excavation can begin.

In accordance with a financing agreement between the governments of the Republic of Azerbaijan and Germany, since 1997 a credit has been arranged from KfW for reconstruction of municipal infrastructure in the cities of Imshi, Gandja and Sheki. Under this credit some works have already been executed in Sheki. A feasibility report for water supply and sewerage for Gandja and Imshi has been prepared with participation of Gosstroy experts and submitted to KfW. Under an ADB credit for rehabilitation of water supply and sewerage systems in small towns, similar studies have been prepared by Gosstroy experts together with international consultants Scott Wilson Kirjpatrick and submitted to ADB. The studies selected 8 zones for rehabilitation in the 3 cities Agdash, Goychay and Nakhchivan

1.4 Objective 4: Ensure access of the poor to water services as a human right

The Republic of Azerbaijan has a social support programme that provides assistance to pensioners, orphans, large families, needy families and the disabled. No special fund exists to support provision of water to the poor. The poor in rural areas are disadvantaged by having to rely on water from canals and small streams. 

1.5 Objective 5: Safeguard public health

The Centre for Hygiene & Epidemiology of the Min​istry of Health monitors water and wastewater quality for microbiological contamination.

1.6 Objective 6: Protect the environment

Environmental protection is the responsibility of the Ministry of Ecology and Natural Resources. Aspects of water management associated with environmental protection are set out under Objectives 7 and 8.

Integrated Water Resources Management

1.7 Objective 7: Establish and implement national policies for Integrated Water Resources Management.

Action 7.1  Establish national IWRM policy through: 

a. Raising Political Awareness of Water Management Issues

b. Developing National Road Maps for Completing the Adoption of IWRM

Action 7.2  Support the implementation of national IWRM policy through:

a. Identification of national water management priorities;

b. Strengthening the legal and regulatory framework;

c. Institutional capacity building;

d. Strengthening water resources monitoring and assessment;

e. Improving access to information and public participation; 

f. Providing the research base for IWRM; and

g. Investment in improvements to water use efficiency

The institutional structure of water resources management has changed to some extent since independence, with the formation of a Ministry of Ecology and Natural Resources. The ministry is responsible for monitoring the quality of water bodies and their ecologies. The Ministry issues licenses for water abstractions and for disposal of effluents to all water bodies, including the Caspian Sea. The previous Hydrometric Service has also been absorbed into the new ministry to consolidate most water monitoring within one ministry. The Ministry of Health is still responsible for monitoring water for human health, including potable water delivered to consumers and water bodies that are used for bathing.

The government body responsible for the greatest volume of water use is the State Agency for Amelioration and Irrigation, within the Ministry of Agriculture. This agency plans and controls diversions of water from the rivers and management of the reservoirs. Another body with substantial interests in water management include the Ministry of Industry and Energy (hydroelectric power generation).

The largest river in Azerbaijan is the Kura River, which, together with its tributary the Aras River, provides most of irrigation water in the country. Mingichou Reservoir on the Kura River is used to regulate natural flows to feed the irrigation demands. Releases from Mingichou reservoir pass through a hydroelectric generating station. Although the peak of electricity demand is during winter and the peak of irrigation demand is during summer, the releases from the reservoir are coordinated and agreed between the State Agency for Amelioration and Irrigation and the Ministry of Energy.

1.8 Objective 8: Develop the inter-state cooperative structures for river/lake basin management.

Action 8.1  Provide the foundation for interstate cooperation through:

a. Improving information management and sharing;
b. Establishing a joint public information and participation policy;
c. Joint analysis of water management issues to develop basin plans.
Action 8.2  Establish joint management bodies through:

a. Inter-state agreements; and
b. Joint water management bodies (e.g. Commission).
A Convention on Use and Protection of the Caspian Sea was signed by all 5 littoral countries in 2003. These countries continue to develop cooperation through the Caspian Environment Programme. An agreement is under development on response to oil spills but so far there is no agreement of all 5 countries on fisheries or on discharges of pollutants to the sea.

Three main rivers of significant economic and environmental importance to Azerbaijan rise in neighbouring countries and discharge to the sea:

· The Samur River forms the northern border between Azerbaijan and Dagestan (Russian Federation). The waters of the river are used by Azerbaijan for irrigation and for potable water for Baku city and the Absheron peninsular. The waters are shared with the Russian Federation under a Protocol of the USSR Ministry of Water Resources (1967). A new agreement is under preparation but there are no conflicts over use of the river water. Ecological flows are required under the Protocol.

· The Kura River and some of its tributaries, including the Alazani and Iori Rivers pass from the Republic of Georgia to Azerbaijan, though headwaters are in Turkey, Iran and Armenia as well as Georgia. There is no agreement on the use of the waters of the Kura River, apart from agreement on the use of the Jandar lake/reservoir that lies on the border with Georgia and is fed from the river by an irrigation canal. The Kura River is polluted when it passes to Azerbaijan and its flow is heavily modified by abstractions and the operation of reservoirs upstream. As a result, droughts reduce water availability for irrigation to 50% of requirements and floods are more extreme than would be natural. The changed regime of the river and the changes in sea level have also resulted in silting of its delta, so that high river flows now cause flooding upstream of the delta.

· The Aras River passes from the Republic of Armenia, along the border with the Islamic Republic of Iran, to Azerbaijan. The headwaters are in Turkey, Iran and Armenia. There is agreement with Iran over cooperative use of the shared reach of river but there is no agreement with Armenia. Flows in the river are polluted by the upstream countries and heavily reduced by diversions.

2. National Policies regarding Further Changes of the Water Sector

2.1 Water Supply and Sanitation

The institutional structure of the water supply and sanitation service is still under discussion, both within the higher levels of government and with international financial agencies such as the World Bank (that is providing assistance in devising a system for public service regulation), and the two agencies providing loans for water supply: ADB and KfW. A preferred solution has not yet been identified but this is a priority because the sector is now in considerable decline. 

It is government policy to recover and improve the potable water supply and sanitation infrastructure but a road map to achieve this is not yet available. 

2.2 Integrated Water Resources Management

There is no policy to change the current institutional structure of water management within the country. Although the responsibilities for water monitoring and water use are distributed there is adequate contact, discussion and exchange of information between the various agencies. There is a need for river basin management plans that set out these responsibilities and relationships in accordance with EU Water Framework Directive guidelines. 

The main rivers of Azerbaijan are transboundary and there is a need to develop river basin management plans as set out in the EU Water Framework Directive jointly with the other riparians. There is particular difficulty in developing an RBMP for the Aras River because of the political relationship with the Republic of Armenia. The agreement on joint use of the Samur river is under preparation and there is an urgent need to develop a RBMP and transboundary agreement on use and protection of the Kura River. The Government of Azerbaijan is committed to developing such an agreement.

3.  Short-Term Priorities

3.1 Improvement of Urban Water Supply

There is an urgent need to develop a comprehensive policy for the recovery of the water supply and sanitation sector. Such a policy should include arrangements for improving the autonomy of Azersu, improving its management structure including some degree of decentralisation and ensuring that it is self-financing or has a guaranteed level of continuous subsidy from the state budget. Following adoption of policy there will need to be considerable change to legislation; to enforce the institutional changes and to ensure that the organisation has the appropriate service targets, rights and obligations. Changes to non-water legislation will be needed to enable the operator to construct and repair works without an unnecessary number of restrictions. Depending on the degree of autonomy decided upon, regulation of the water and sanitation service will also be required.

There is an urgent need for rehabilitation of water supply infrastructure in the whole country, as very little has been done for 20 years. The first need is to prioritise the essential works. Prioritisation between cities is not appropriate because all cities need urgent works. Rather, a plan is needed for tackling priority issues in all cities. Typical priorities are: ensuring continuous availability of electricity for pumping, replacement of pumping equipment, and replacement of the worst leaking pipelines, identified through installation of bulk meters.

There is also an urgent need for a master plan for ensuring the adequacy of water sources, both quality and quantity. The master plan should provide the most economic solution to overcoming the problem of the polluted Kura/Aras (either alternative source, treatment of potable water or reduction of pollution) and for providing sufficient supplies to small communities in the uplands.

Together, these works will require considerable finance. A financing plan is needed to balance income and expenditure, coupled with changes to tariff structures, metering and changes to supply targets.

3.2 Reduction of Contamination by Municipal Wastewater

Because of the very degraded state of municipal water supply, it has a higher priority than municipal wastewater treatment. However, primary treatment of all wastewater before discharge to rivers and the sea is also a priority. Municipal wastewater will continue to be managed jointly with municipal water supply and investment in wastewater treatment should be included in the overall financing plan.

3.3 Improvement of Rural Water Supply and Sanitation

The highest priority is to find adequate water sources for those small communities that currently either suffer droughts or are forced to use irrigation canal water because the previous centralised supply system has completely broken down. Although supply to rural communities is currently the responsibility of Azersu, efforts should be made to find local solutions, including actions by community groups to solve such problems.

Sanitation in small rural communities will continue for some time to use pit latrines but there is a need for dissemination of advice on improved designs and health matters.

3.4 National Coordination of River Management

There is a need to coordinate water quality and river flow planning. Although it is known that the Kura and Aras Rivers are polluted, monitoring has not been fully adequate and there is no plan for managing the river to meet water quality needs. 

3.5 Improved Cooperation on Transboundary River Management

There is an urgent need to reach agreement on the use and protection of the Kura and Aras rivers. Despite many international projects, there is no draft agreement ready for discussion but there is also no comprehensive analysis of the current use of water, pollution discharges, natural changes to river quality (self-cleaning) and operation of reservoirs. Such a study is urgently needed as the background to agreement between all riparians on river management rules and mechanisms together with planning for further development and protection measures (e.g. upper watershed protection and sewage treatment). The study should identify the current levels of water use, future potential uses and the causes and effects of pollution. River management during droughts and floods should be integral to the study. 

As a precursor to such a study, riparian countries should agree on the principles and approach to river management to be adopted. As most of the riparian countries have agreed to the process of approximation to EU legislation, EU legislation, including the Water Framework Directive and associated water quality guidelines and limits should be the basis.

Comprehensive recording, archiving and sharing of information should also be part of the process of building the river management plans. Work already started under several projects should be continued to provide a reliable database and operation support system for river management.

The end result of studies and discussions should be a joint river management plan adopted by all riparian countries.

4. Building Blocks

4.1 Blocks Already Submitted

Reconstruction of the existing and construction of new wastewater treatment facilities along the Kura and Aras River to ensure compliance with the relevant regulatory and legal requirements (stage by stage)

Application of new requirements, wastewater treatment, improvement of water quality

Objectives: In order to comply with the relevant regulatory and legal requirements it is necessary to create a mechanism ensuring implementation of the entire cycle: from legal documents to wastewater treatment (both industrial effluents and domestic wastewater).

Due to the complexity of this problem it is required to apply a gradual (stage by stage) approach.  During the first phase it is planned to cover major enterprises.  During the second phase wastewater treatment facilities will be provided in towns with a population of over 50,000. During the third phase wastewater treatment facilities will be installed at all industrial operations.  It is necessary to carry out a feasibility study.

Development of a plan for integrated use and protection of water resources of the Kura and Aras River

Substantiate sound and economically viable use of water resources of the Kura/Aras River and protection of the Kura/Aras River against pollution and depletion. Under the auspice of international organizations – design institutes of Azerbaijan, Armenia and Georgia.

Establishment of a network of consulting services for improvement of wastewater treatment facilities in minor towns
Based on the results of analysis of drinking water quality in minor towns of Azerbaijan, a programme for construction of new wastewater treatment facilities and upgrading of the existing facilities should be developed.

It should focus on organizational and economic aspects. This issue is of special importance, in particular in lowland areas where water from the Kura/Aras River is used.
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