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Table 1. Azerbaijan:
Development Indicators
• Population 8.4 million (2005)

1.03% growth per annum
(1990–2005)

• National poverty rate 40% (2004)
49% (2001)

• Population living on 1.9% (2003)
less than $1 a day 11.4% (1990)

• Under-5 mortality rate 90 (2004)
per 1,000 live births 105 (1990)

• Adult literacy rate 98.8% (2000–2004)*
• Population in 52.3% (2005)

urban areas 53.7% (1990)
• Population with 66% (1990)

access to improved
drinking water sources 77% (2002)

* No single-year data is available. Data taken from UNESCO
Institute for Statistics website.

Sources: ADB. 2006. Basic Statistics 2006. Manila.
ADB Statistical Database System.

www.adb.org/azerbaijan

Table 2. Azerbaijan: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($)  660 720 820 950 ...
GDP growth 9.9 10.6 13.3 12.7 26.4

(% change per year)
CPI (% change per year) 1.5 2.8 2.2 6.7 9.6
Unemployment rate (%) 1.3 1.3 1.4 1.4 1.5
Fiscal balance (% of GDP) -2.1 -2.1 -3.0 -2.0 -1.8
Export growth 13.7 12.7 13.9 42.6 87.1

(% change per year)
Import growth -4.8 24.5 49.3 31.5 20.1

(% change per year)
Current account (% of GDP) -0.9 -12.3 -27.8 -30.3 -1.2
External debt (% of GNI) 24.2 25.6 26.1 … …

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Azerbaijan has experienced remarkable economic growth in recent years,
averaging 15% a year since 2000. This has been due largely to the progress
of economic reforms since the breakup of the Soviet Union and the current
oil boom.

Gross domestic product grew at 26.4% in 2005 and is expected to
accelerate in 2006. Despite this impressive growth, poverty remains high,
around 40%, depending on the method of measurement. Rapid economic
growth is placing enormous stress on an inadequate and deteriorating physical
and social infrastructure. At the same time, the large inflow of foreign revenue
from oil exports is fueling inflation and raising the exchange rate.

Recognizing such development challenges, the Government of Azerbaijan
has implemented a number of programs to promote sustainable economic
development in the non-oil sector, rehabilitate deteriorating physical
infrastructure, and reduce disparities between the country’s regions.

Relationship with ADB
Azerbaijan     has received $104 million in loan assistance since joining the Asian
Development Bank (ADB) in 1999.     It is the 27th largest borrower.

ADB’s operations in Azerbaijan are guided by the Interim Operational
Strategy, which identifies two major areas for assistance: direct help to the
poor, narrowly focused on internally displaced persons; and poverty reduction
through non-oil sector development, particularly in the poorer regions.
This emphasis is consistent with government development strategies.

The establishment of the ADB Resident Mission in Azerbaijan in November
2004 improved cooperation, and has contributed to making ADB more
responsive to the country’s development needs. This helped ADB become
one of the first donor agencies to provide an emergency grant to address
the avian flu threat.

To ensure the sustainability of the Government’s efforts in fighting
poverty, ADB has provided a number of loans and technical assistance (TA),
including loans to rehabilitate water supply and sanitation facilities in regional



towns, and a TA to support the Government’s efforts to
prepare a long-term sustainable economic and social
development strategy and program. As a committed
development partner, ADB shares the objectives and
aspirations of the Government to reduce poverty and
promote sustainable and inclusive economic growth.

The Country Strategy and Program Update for 2006 can
be found at www.adb.org/Documents/CSPs/AZE/.

Impact of Assistance
Given the relatively short time since ADB operations in
Azerbaijan began in 2000, much has been achieved in terms
of strengthening the relationship with the Government,
increasing the size of lending and nonlending portfolio,
and disseminating information about ADB’s activities.
A number of projects administered or directly funded by
ADB have made significant impacts in reducing poverty.

ADB administered a $2.5 million grant from the Japan
Fund for Poverty Reduction (JFPR) for integrating into society
Internally Displaced Persons (IDPs) in Mingechavir. The pilot
project has made a substantial difference to living conditions
by improving housing for more than 412 families and creating
job opportunities. This has benefited more than 12,000 people,
about 73% of whom were classified as poor.

In 2003, a $22 million loan from the Asian Development
Fund was approved for works to protect 12 districts in four
flood-prone areas, where poverty is significantly higher than
the national average. Recurrent floods have pushed insurance
premiums for personal coverage, crop damage, and loss of
livestock beyond the reach of most people in the area.
The project will protect five towns and 43 villages, and
support the livelihoods of more than 200,000 people living on
76,790 hectares of floodplains. It will prevent an estimated
$4.83 million in annual losses due to flooding.

ADB also approved in 2004 two loans totaling $30 million
to provide residents, industries, and small businesses in three
towns with improved water supply and sanitation services,
which have deteriorated significantly in the years since
Azerbaijan’s independence. The project will upgrade aging
infrastructure, bringing in private sector partners to help build
distribution networks, reservoirs, chlorination facilities, waste
stabilization ponds, sewers, and sewerage pumping stations.
The project will benefit about 110,000 people. ADB has also
provided advisory TA for capacity building in the sector and
administers a JFPR grant to rehabilitate residential water supplies
and sanitation in the three towns.

In 2005, ADB approved two loans totaling $52 million for
the East-West Highway Improvement Project. The project will

Table 4. Azerbaijan: Cumulative ADB Lending
as of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Transport and Communication 2 52.0 50.0
Water Supply, Sanitation, and

Waste Management 2 30.0 28.8
Agriculture and Natural Resources 1 22.0 21.2

TOTAL 5 104.0 100.0



Table 5. Azerbaijan: Improvement in Portfolio
Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 2.9 2.1
Project loans 2.9 2.1

Implied average implementation period
for project loans (years)a 6.0 5.4

Undisbursed loan balance
($ million) 54.8 102.9

Active loans (no.) 3 5
Projects at risk—(no.)b 0 2

% of loans in portfolio 0.0 40.0

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.

rehabilitate 127 kilometers (km) of the Yevlakh–Ganja and
Qazakh–Georgian border sections of the highway, as well as
65 km of connecting local roads, and it will support policy
reform by strengthening institutional capacity in the sector.
A project preparatory TA was approved in 2005 to study
the feasibility for another road improvement project.

ADB is supporting the energy sector with the approval
of a TA project to prepare the Renewable Energy Development
Project, which examines the potential of wind, solar, and
minihydroelectric power to improve electricity supplies to
regional towns. In 2005, ADB also approved $2.940 million
in TA grants and a $1.5 million JFPR grant aimed at providing
income-generating opportunities for poor rural households
in Azerbaijan.

Future Directions
In 2006, ADB’s lending and TA include the Social
Infrastructure for Internally Displaced Persons Project, which
aims to improve the living conditions of IDPs in three regional
towns in Azerbaijan; the Social Infrastructure for Regional
Towns Project, which will help improve the living conditions in
regional towns; the Early Childhood Development Project,
which will provide services and support activities to improve
the health, nutrition, and mental development of young
children; and the Southern Road Corridor Improvement
Project, which will help reduce transport costs and contribute
to economic development of the southern region of
Azerbaijan. ADB’s  total lending in 2006 is expected to be in
the range of $39 million which, in turn, will leverage other
donor cofinancing and government support for a total project
cost value of more than $300 million.

 A Country Strategy and Program (CSP) for 2007–2009,
due to be finalized in late 2006, aligns with the Government’s
State Program for Sustainable Development, a 10–year
initiative to take the nation’s poverty reduction strategy to
the next level.

Operational Challenges
Key development challenges facing Azerbaijan are reflected in
the Government’s strategies to promote sustainable economic
development in the non-oil sector by developing income-
generating sectors and improving infrastructure, and to make
social development more inclusive by reducing economic
disparities in regional areas, promoting good governance, and
improving the climate to encourage private-sector growth.

ADB’s main challenge is to streamline project processing
activities and harmonize them with the Government’s project
timetable. The selection of ADB interventions is guided by CSP
directions, the performance of the portfolio, the activities of
other development partners, and the institutional framework.
A new project will be included only if it is fully supported by
the oversight of executing agencies, and is socially acceptable
to the community.

Partnership
In May 2005, ADB signed a joint declaration with the
Government of Azerbaijan, European Bank of Reconstruction
and Development, International Monetary Fund, United
Nations Development Programme, and the World Bank to
align country strategies and programs with the Government’s
new long-term development strategy. Sector working groups,
first formed under the State Program on Poverty Reduction
and Economic Development, will bring stakeholders together
to provide substantive and coordinated guidance to the
strategy.

ADB cooperates with civil society organizations in
Azerbaijan to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example,
nongovernment organizations were recruited to implement
the Mahalla Business Development Project, financed by the
JFPR. The project supported formation of business support
service centers to train poor households on income-generating
activities; promoted a savings and credit culture by creating
community savings groups; and provided financial assistance
to the extremely poor for income-generating activities.



Contacts
Azerbaijan Resident Mission
96 Nizami Street, 4th Floor
The Landmark Building
Baku AZ1000, Azerbaijan
Tel +994 12 496 5800
Fax +994 12 465 9990
adbazrm@adb.org
www.adb.org/AZRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Economy
and Development
AZ0160 Baku, Azerbaijan
Tel +994 12 492411
Fax +994 12 490240
www.economy.gov.az/az/index.html

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/azerbaijan

Asian Development Outlook
www.adb.org/Documents/Books/ADO/
2006/documents/aze.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/aze.asp

July 2006

About Azerbaijan and ADB
Azerbaijan is the 18th largest shareholder among regional members and
the 26th largest overall.

ADB Membership
Joined 1999
Shares held 15,736 (0.445%)
Votes 29,445 (0.67%)

Stephen Sedgwick is the Executive Director and Richard Moore is the
Alternate Executive Director representing Azerbaijan on the ADB Board of
Directors.

Matthew Westfall is the ADB Country Director for Azerbaijan. The
Azerbaijan Resident Mission (AZRM) was opened in 2004 and provides
the primary operational link between ADB and the government, private-
sector, and civil-society stakeholders in its activities. AZRM engages in
policy dialogue and acts as a knowledge base on development issues
in Azerbaijan.

The Azerbaijan government agency handling ADB affairs is the Ministry
of Economy and Development.

About the Asian Development Bank
ADB is dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.

Cofinancing and Procurement
For every US dollar lent by ADB in 2005 in Asia and the Pacific, cofinancing operations brought in an additional $1.27.
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
Such additional funds are provided in varying forms of grants, guarantees, or loans.

A summary of loan projects with cofinancing is available at www.adb.org/documents/Fact_Sheets/Azerbaijan/cofinancing.
A summary of procurement contracts awarded to companies and consultants from Azerbaijan for goods and related

services, civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/Azerbaijan/procurement.asp.
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