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Abstract 
The briefing examines the reasons for the review of National Indicative Programme for 
Azerbaijan 2011-2013. It tests the congruence of the changes suggested to the new NIP 
with the main strategic objectives of the EU-Azerbaijan relations as reflected in the Country 
Strategy Paper and (CSP) European Neighbourhood Action Plan and its relevance to the 
political, social and economic developments in the country. The priorities which were 
largely preserved in the NIP 2011-2013 rightly reflect the assessment of the Midterm 
Evaluation of Azerbaijan’s progress in the ENP AP implementation as uneven and slow. The 
NIP priority one “Strengthening democratic structures  and good governance” retains its 
primary importance in the context of the deterioration of freedoms, which took place in 
Azerbaijan in 2009.The persisting problems in the area of democracy and governance, as 
well as the problem of corruption requires greater emphasis on the “bottom up approach” 
in addressing these issues. While there is a progress in reduction of poverty and 
improvement of investment climate, the problems remaining in the reform 
implementation should be addressed through greater transparency and participation of 
the civil actors and independent institutions in the process of distribution of resources and 
budgetary policies. 
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EXECUTIVE SUMMARY 

Scope of the briefing 

This briefing analyzes the congruence of the proposed changes to the National Indicative 
Programme (NIP) for Azerbaijan 2011-2013 with the political, economic and social developments in 
the country. It examines the draft programme and explains the underlying reasons for the review of 
the NIP taking into consideration the situation in the country and the major documents related to the 
region and the country, such as European Neighbourhood Programme Action Plan (ENP AP), 
European Parliament (EP) Resolutions and Country Strategy Paper (CSP). The briefing is divided into a 
three sections: democracy and good governance, socio-economic reforms and energy security, 
following the structure of the NIP. Each section provides an analysis of the proposed changes and 
their relevance to the situation in the respective area in the country. The delay in ENP AP 
implementation (the national mechanism of the sector budget support was developed only in 
December by a decree of the president), limits the possibility to base the analysis on the results and 
pace of implementation of the ENPI. 

Main findings 

The new draft NIP 2011-2013 addresses the issues in three priority areas- governance and democracy, 
social economic reforms, energy security, mobility and security. The priorities determined in the new 
NIP are congruent with the priorities as indicated in the ENP AP and CSP, while proposed changes 
largely reflect the new tasks, which emerged with connection of the Eastern Partnership. These are 
adequate to the developments in the country.   

Democracy and good governance: Owing to the lack of progress in this area, most of the sub-priorities 
remain the same and rightly reflect needs of Azerbaijan. Some of the areas under this axis even 
witnessed decline, such as freedom of expression as reflected in the 17th December 2009  EP 
resolution on the freedom of expression in Azerbaijan. There was a clear deficit in de-centralization 
efforts from the side of the government with even reverse trend of limiting rights of municipalities. 
Other shortcomings in this priority are related to the issues of independence of judiciary, 
implementation of the legal provisions on anti-corruption measures, freedom of assembly, rights of 
NGOs and reforms in the area of elections. 

Social-economic reforms:. The reviewed sub–priorities are in line with the main EU strategic 
documents on Azerbaijan and fully reflect the progress in this area, in particular, in reduction of 
poverty and unemployment, and improvement of the investment climate. More should be done to 
implement the legislative provisions aiming improving of the investment climate as well as 
regulatory approximation. Problems remain in the diversification of economy and the development 
of non-oil sector, the growth of which has declined last year. Rural and regional development, along 
with environmental policies, remain a priority in the new document.  

Energy security, mobility and security: The issues of energy and security are rightly put in the specific 
context of the ENP AP implementation and are in line with the priorities indicated in this document 
and with Azerbaijan–EU Energy Memorandum. Azerbaijan has increased its oil-based income last 
year. However, little has been done in the energy sector reforms. The state has increased its control 
over energy enterprises. The sector is dominated by monopolies with little transparency, if at all, in 
spending of oil revenues. The rules regulating ENPI budget support to the energy sector were 
established by the decree of the president only in December 2009.  
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Main conclusions: 

 The generally preserved priorities and their content rightly reflect the strategic objectives 
indicated in the main EU documents, as well as the progress of the ENP AP implementation 
and developments in the political, social-economic and energy security areas. 

 While priorities rightly reflect the situation in the respective areas and in full line with the 
priorities as indicated in the CSP and ENP AP, their implementation remains problematic in the 
absence of mature institutions of public control,  conditions for political and economic 
competitiveness and insufficient  participation of the civil actors. 

 The proposed changes rightly reflect developments in the country and new tasks emerging 
from Azerbaijan’s joining the Eastern Partnership programme, preparation for Deep and 
Comprehensive Free Trade Area (DCFTA). 

 The proposed changes have not assigned sufficiently high priority to political concerns, such as 
decline in freedom of expression, as reflected in the 17th December EP resolution on 
Azerbaijan, or the limitation of rights of NGOs which experienced significant pressure last year.  

 Corruption as a means of political patronage is not addressed in the NIP. 

 The role of civil society and transparency and accountability of the government decision-
making has not been addressed sufficiently as overarching problem cutting across all three 
areas. 

 The linkage between the regional energy projects and reforms in the energy sector is not 
clearly observed in the priority area three. 

Recommendations: 

 To upgrade the issue of freedom of expression, of  assembly and reforms in elections at the 
level of first sub-priority, to reach its implementation through range of measures, - from 
intensification of political dialogue   to  pressure. 

 To calibrate application of the ENPI to the individual characteristics of Azerbaijan and redirect 
aid to the societal actors ( NGOs, media, trade unions, judiciary, municipalities ) so to balance 
excessive power of state based on monopoly over oil revenues. 

 To include civil society, municipalities, independent media in the process of implementation of 
all priority areas. 

 To address the issue of corruption in the “bottom up” approach. 

 To make a clear linkage between the competitiveness of the energy projects and reforms in 
this area , so the specific projects  would reflect this. 

 To address the issue of transparency and accountability of the government in all three areas, in 
particular, energy security. 

 To provide for participation of the civil actors in the process of development of the Eastern 
Partnership Comprehensive Institutions Building Programme.  
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1 INTRODUCTION 

The National Indicative Programme Azerbaijan (NIP) 2011-2013 was drafted on the basis of the 
Country Strategy Paper (CSP) 2007-2013 and the Midterm Review (MTR), conducted by the 
Commission Services in early part 2009. On the basis of the analysis of the social, economic and 
political developments since 2007, new EU policies and results of implementation of the ENP, the 
MTR concluded that CSP for Azerbaijan remains valid until the end of the period.  

The principal objective of EU assistance, as stated in the CSP, remains to support increasingly close 
relations between Azerbaijan and the EU, going beyond past levels of cooperation towards deeper 
political cooperation and gradual trade and economic integration.   

The relations between the EU and Azerbaijan have intensified.  Azerbaijan has joined the new Eastern 
Partnership programme, with the prospect of upgrading the contractual relations through an 
Association Agreement. However, according to the MTR, the implementation of the ENP Action Plan 
has been slow and uneven. No programmes under NIP 2007-2010 have been completed to date. On 
the basis of the review of the ENP implementation and developments in the country, the EC 
suggested some changes to NIP 2011-1013. Reviewing these changes is the subject of this briefing. 

The structure of the briefing follows the structure of the priorities of NIP, supported by the analysis of 
the changes’ congruence to the main strategic documents and to political, economic and social 
developments. 

While the three main priorities remain the same, as it was stipulated by the CSP – democratic 
governance, socio-economic reform and reforms in the energy, transport and environment, some 
changes are suggested in the content of the priorities. In coherence with the priority 1 of the ENP AP, 
the NIP 2011-2013 mentions that depending on developments for the peaceful resolution of 
Nagorno Karabagh conflict, the EU is ready to provide specific assistance to all aspects of conflict 
settlement.   

2 PRIORITY AREA 1: STRENGTHENING DEMOCRATIC STRUCTURES 
AND GOOD GOVERNANCE 

This priority fully reflects the strategic objective of EU cooperation with Azerbaijan as stated in the 
CSP – “a mutually beneficial partnership promoting Azerbaijan’s transition”. As compared to the 
previous NIP, the priority “Support for Democratic Development” in the NIP 2007 - 2010 has changed 
to more specific “Strengthening democratic institutions” in NIP 2011 - 2013. This rightly reflects 
political developments and the decline which, contrary to the commitments of Azerbaijan in the ENP 
AP, has recently been observed in democracy, freedoms and human rights development. 

However, while this sub-priority rightly includes strengthening of the Parliament and the 
Ombudsman office, which still strongly depends on the executive branch, the approach is excessively 
top-down. Other democratic institutions, such as civil society, media and trade unions should be 
given the first priority. 

The sub-priority 2 correctly stresses the issue of self-governance. It addresses the worrying trend of 
growing centralization of power and  Azerbaijan’s poor record in the area of self -governance (in 
particular following the amendment to the Constitution adopted in March 2009). Resources of local 
self governance organs decreased to little more than a third of the 2008 level. Municipal elections in 
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December 2009 were poorly conducted and the capital Baku still was not granted the status of 
elected municipality. 

The principal change in the new NIP is the addition of fight against corruption as second sub-priority 
to the priority area 1. This rightly reflects the scale of the problem of corruption. The government has 
taken a few measures to combat corruption, including the adoption of the State Anti-Corruption 
programme for 2004-2006, the adoption the law on the Fight against Corruption in 2005, the 
creation of the State anti-corruption agency at the Anti-Corruption Commission in 2004, along with 
anti-corruption department  under the Prosecutor’s General ‘s office the same year. Although with 
delay, changes were made in the Criminal Code and to the Code Administrative Offices to comply 
with the international conventions and codes. In spite of these and other legal measures, their 
implementation remains to be seen, since corruption persists, especially at the high levels. As 
corruption is a systemic feature and means of political patronage, the legitimacy and transparency of 
governance is a key issue to be addressed. This aspect is, however, not addressed in the new NIP. 

Thus, while the proposed changes to the priority area 1 overall correctly reflect the developments in 
the country, there are few more suggestions in order to address the aforementioned issues: 

 Human rights and fundamental freedoms, civil society development should be mentioned as 
the first sub-priority. Special stress should be put on freedom of expression and freedom of 
assembly, especially in the context of the EP resolution on “Azerbaijan: Freedom of 
Expression”( 17 December 2009).   

 The judiciary reform sub-priority should single out the issue of independence of judiciary as 
being of special importance and distinct from the technical aspects of reforms. This could 
prevent a possible reverse effect from the reforms which may formally aim at promoting 
greater independence but result in greater political control over the judiciary. 

 The promotion of civil society participation should take place not only in education and 
environment, but in all areas and stages of EU programmes to ensure that the good intentions 
of the government are properly implemented. 

3 PRIORITY AREA 2: SOCIO-ECONOMIC REFORMS AND 
SUSTAINABLE DEVELOPMENT, TRADE AND INVESTMENT, 
REGULATORY APPROXIMATION AND REFORM 

The content of this priority area reflects the achievement of the country's objectives regarding 
poverty reduction and balanced development, as compared to the poorer achievements in the 
priority area 1. Indeed, Azerbaijan rated first according to the “Doing Business in 2009” for the 
number of reforms, directed to the improvement of the business and investment climate. The 
poverty rate was reduced to 16% in 2007 and to 13% in 2009 down from 39,7% in 2006. 

Economic growth sustained an impressive rate (9,7% in the period January-November 2009). 
However, the growth of non-oil sector decreased and the draft budget submitted to the Parliament 
in 2010 has a deficit 7 times exceeding that of the last year. Economic growth is not yet translated 
adequately into social improvement. This justifies further reforms and consequently preservation of 
the content of priority area 2. The changes in this priority area are also justified by the fact that since 
the NIP 2007-2010, Azerbaijan has joined the Eastern Partnership, which brought EU-Azerbaijan 
relations to a new level with the perspective of signing an Association  Agreement. This is reflected in 
the change of sub-priorities – from an assistance to the State Programmes for poverty reduction and 
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regional development to the promotion of reform process, along with sustainable development, 
addressing root causes of the social-economic problems.  

However, the total ENPI indicative budget for these priorities is low, if compared to the annual inflow 
of oil revenues in the country, part of which is directed to the social programs. The proposed changes 
rightly put greater emphasis on the preparation of the country for further integration, including 
establishment of the DCFTA between the EU and Azerbaijan, one of the conditions of which is 
entrance to WTO. The latter needs a greater justification, as Azerbaijan has coped with the world 
financial crisis relatively well outside of this organization.  

The sub-priorities stress the need for accelerating regulatory approximation, diversifying the 
economy, fostering regional and rural development, enhancing the development of the non-oil 
sector, strengthening environmental governance and developing of human capital. While overall 
changes to the priority area 2  are congruent both with the CSP and ENP Action Plan priorities, they  
do not sufficiently address transparency of the distribution of both oil revenues and budgetary 
policies, or such an important aspect for the free movement of capital as visa facilitation issue.  

The additional changes which might be relevant are: 

 Stress the importance of transparency of budgetary policies through civil and media 
participation, strengthen all the institutions of public control (Parliament, NGOs, media, self-
governance) over distribution of resources and public funds. 

 Promote visa facilitation issue. 

4 PRIORITY AREA 3: PCA AND ENP AP IMPLEMENTATION, 
INCLUDING IN THE AREA OF ENERGY SECURITY, MOBILITY AND 
SECURITY 

This priority clearly targets the issue of energy security. Azerbaijan under complex geopolitical 
conditions continued to successfully play the role of both a producer and a transit country for energy 
resources. It has implemented a few transportation projects, the most important of which was Baku-
Tbilisi-Ceyhan. Currently, Azerbaijan’s gas from Shahdeniz field is considered for filling the pipe-line 
Nabucco backed by EU. However, the project is surrounded by uncertainty, thus forcing Azerbaijan to 
look for alternative options. 

In 2009 the president signed two documents directed to the development of the alternative energy, 
energy saving and energy efficient policies. The State Agency of Alternative Energy has been created 
under the Ministry of Energy and Industry. The other document regulates relations between the 
producers and consumers of electric power and gas. 

At the same time, Azerbaijan’s economy continues to be characterized by the high oil dependency, 
while the energy sector is still dominated by natural monopolies – SOCAR, Azerenergy, Azerigas. The 
abolition of this state enterprise Azerigas and integration in SOCAR by a recent presidential decree 
confirmed the growing state control over the strategic resources and further monopolization of 
energy area. The other monopolist Azerenerji has restored its factual control over the electric power 
distribution in the country, which just a few years ago was in private hands. 

The law on oil resources was not adopted. Specific laws were not drafted to regulate functioning of 
SOFAZ (state oil fund of Azerbaijan); this will allow 91% of its income to be directed to the budget in 
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2010. This prompts urgent reforms in the energy area for promoting increased market convergence 
and greater integration of Azerbaijan in EU economy. 

In the area of customs, a few measures were taken to raise the level of professionalism of customs 
agency following the adoption of the “State Programme on the Development of the Customs System 
of Azerbaijan republic in 2007-2011”, including the adoption of the new Customs Code, introduction 
of the One Window System, Code of honor of officials of the custom service of Azerbaijan Republic. 
However, not much has changed in practice.   

Similarly to the other priority areas, developments in the energy security area reflect the divergence 
between “good intentions” and their implementation. Some of the trends are of structural nature, 
characteristic of an oil-based economy. They require a comprehensive, a multifaceted and an 
integrated approach. The primary issue of concern is the lagging reform process in the energy 
security.  

Thus recommendations are to: 

 Make a clear linkage between the competitiveness in the energy sector and   reforms in this 
area, so that authorities are aware of reforms being a prerequisite to increased competitiveness 
and to energy security.   

 Strengthen public and civil initiatives on EITI, providing for greater transparency of distribution 
of the oil revenues.   

 

 

Dr. Leila Alieva is Director of Center for National and International Studies, Baku, Azerbaijan. 
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