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remained unfilled for many months); training of existing personnel often results in 
their quitting governmental jobs for better paid private sector opportunities 

e. Centralization versus participation: The Pl Program is formulated by the central 
government with little involvement of municipalities and civil society at large (the 
NGOs). In order to build capacities of regions and NGOs their involvement into 
investment policies must be extended. Yet, at this moment both municipal 
governments and NGOs are not ready to make well informed contributions to these 
policies. 

These problems are not extraordinary and occur, although to different degrees, in all 
"emerging market" countries. In this respect Azerbaijan is in a relatively good position to 
face these challenges, given a relatively well educated labor force, large oil revenues 
and, the most importantly, a growing "political will" of its government to improve its 
policymaking. During the last several years significant progress has been made. The 
explicit request for our Project's assistance can already be viewed as a convincing 
evidence for this will. (Apparently, a few years ago the involvement of foreign advisors 
into national investment policies would not be possible.) The demand for international 
aid in improving investment policies and procedures is strong and growing. In the wake 
of training classes and study tours arranged by our Project an increasing number of 
Government officials have been contacting us asking for our assistance. 

We feel that working simultaneously with all the building blocks listed earlier is the right 
way to go, considering they are individually necessary to address but not sufficient on 
their own to achieve overall improvements. At the same time, we have to understand 
that, by its very nature, this is a long process, spreading over a long period of time, 
involving slow gradual changes within each block. Improved data will improve analytical 
capabilities; better analytical capabilities will create demand for comprehensive reliable 
data. Gradually increased requirements for project proposals and implementation will 
enforce adequate competencies which in turn will allow for a further upgrade of project 
standards. Growing requirements will create a stronger demand for training and the 
latter will develop the skills needed for enforcing these requirements. More competent 
work of governmental agencies will create a need for and enable more involvement of 
regional authorities, research institutions and NGOs. This in turn will improve the 
"checks-and-balances" mechanisms and help strengthen fiscal transparency and 
accountability in the area of Pl expenditure. 

Hence, breaking down these vicious circles by supporting simultaneously all the 
"building blocks" has been the main challenge for the Project and we believe that our 
efforts are now coming to fruition. 
The initial face of the Project was devoted mostly to building the necessary 
fundamentals: 

developing good working relationships with our counterparts, based on mutual trust 
and respect (advising and training while learning about their needs and priorities) 
collecting data 
undertaking assessments of the current status of Pl-related activities and formulating 
concepts for our work 
creating manuals and other reference documents which consisted mostly of adapting 
the basic knowledge and international experience (best-practice) in the area to the 
specific needs of Azerbaijan 
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formulating our recommendations for changes in the organizational structures and 
institutions needed for an efficient Pl policy and its implementation and assisting in 
enacting these changes 
offering training for a large number of civil servants providing foundations for an 
orderly Pl management 
assisting in developing research and training capabilities (training of trainers and 
research leaders) 
establishing initial contacts and/or initiating joint projects with NGOs, academic 
institutions, and donors 

As a result several assessment studies have been produced. A large library of 
background documents and reference materials was compiled. The main document 
created during this time was a comprehensive text, "The Pl Policy and Program Manual" 
which is unique in its content and provides foundations for Pl-related activities in 
Azerbaijan. It has been approved by the MOED as their basic reference document and 
put into an extensive use. It has also served as a base for several other documents 
elaborated during the last few months. 

The current year of project activities is utilizing the outputs of our work in 2005-06. Our 
highest priority is a "concretization" and implementation of our earlier efforts. It involves: 

specifying concrete tasks for and drafting concrete charters of a number of new 
organizational units, which were established last year and now begin to operate, in 
particular the MOED Pl Department and its three Divisions, and the Economic 
Reform Scientific Research Institute (ERSRI) and its sections; this also involved 
helping with recruiting staff and drafting their individual TORs 
drafting documents containing explicit regulations and detailed instructions for Pl
related activities 
redesigning a Pl call circular (CC), distributed to all relevant governmental agencies, 
and helping with its processing 
creating a database of investment projects which will become the main source of 
information on these projects and assisting in data entry and use of the database in 
the elaboration of a new Pl Program 
collecting data needed for macro-level analysis and forecasting 
drafting a concrete "business plan" for staff training activities 

Tangible results have already been obtained in all Pl building blocks: 

1. Macroeconomic policy support. Currently the macroeconomic policy formulation 
and implementation is obstructed by many factors: 
);;>- inconsistencies in national statistics 
);;>- lack of solid documentation of available data, which impedes the use of data 
);;>- lack of data on individual Pl projects 
);;>- lack of an explicit macroeconomic policy program 
);;>- vagueness of country's national development programs in setting up long-term 

policy goals 
);;>- lack of explicit legislation/procedures, monitoring and enforcing policies, and 
);;>- low capacity of relevant governmental agencies 
In Azerbaijan there is no institution equivalent to the US Council of Economic 
Advisors. No extensive macroeconomic policy reports are published. Yet, interest 
seems to be emerging among Azerbaijani policymakers in introducing fundamental 
reforms of macroeconomic, fiscal, trade and investment policies. Kazakhstan's 
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reforms are viewed by many experts as a model to follow and the PIP-Project has 
done a comparative analysis of the Pl institutions and procedures in Kazakhstan and 
Azerbaijan, which may help in reforming Pl-related policies. Also many meetings with 
Azerbaijani government officials were arranged to discuss major policy issues. A 
recent study tour to Norway, in which nine senior government officials participated, 
provided a rare opportunity not only to acquaint the officials with the Norwegian 
experience in the area of macroeconomic policy and Pis but also to hold several 
brainstorming meetings between them and PIP-Project's experts. Moreover a 
number of meetings have been arranged with donor missions and foreign embassies 
in Baku, incl. USAID, WB, IMF and the embassies of the US, Turkey and Norway in 
order to work out a consensus among donor community regarding main 
macroeconomic problems of Azerbaijan, including the threat of "Dutch disease", 
gradual "etatization" and "monoculturization" of the economy and non-transparent Pl 
budgets. Coordination of international assistance in the area of Pl was also 
discussed. Further analyses and debates will be undertaken during the coming 
months. More work on national accounts, continued economic modeling efforts, 
increased analytical capacities of the ERSRI should provide further support for 
macroeconomic policy formulation. A study tour of ERSRI directors to the US (and 
possibly another country) is being arranged in order to facilitate contacts and 
learning about policy-related analytical activities. Development of closer links with the 
Cabinet of Ministers (COM) and the Parliament (the latter link will hopefully be 
facilitated by the starting USAID Parliamentary Support Project) should provide a 
boost to reformulation of the macroeconomic policy concepts and procedures. The 
fundamentals of investment policy will be reconsidered. 

2. Development programs. There are two major development programs at the 
national level: State Program for Poverty Reduction and Economic Development 
(SPPRED) and State Program for Poverty Reduction and Sustainable Development 
(SPPRSD). Sectoral development programs for most of ministries and other 
governmental agencies are at different stages of preparation. In most cases they 
lack executive-level detail. No standard MTFF/MTEFs (medium term 
fiscal/expenditure frameworks) exist. Recent efforts of MOED to develop capacity in 
this area brought about considerable progress. A dialogue among forecasters has 
been initiated by a seminar sponsored by ERSRI which was arranged with an 
assistance provided by the PIP-Project. The most recent efforts of the Project in 
different areas should also strengthen the capacity for creation of development 
benchmarks/programs and forecasts. Improved data and procedures, increased 
analytical and modeling capabilities, etc., should also enable significant progress. 
Among other things, the Project contributed to a medium-term school 
computerization program elaborated by the Ministry of Education. Initial scopes of 
work are also being developed for project staff who will be assisting the Ministry of 
Agriculture and the Ministry of Transportation. 

3. Organizational structure within the Government. Pl expenditure management at 
the level of two or more billion dollars has to be supported and processed by a 
number of competent specialized divisions/units within each governmental agency 
involved into Pl. The rapid increase in Pl budget expenditure during the last few 
years has not been matched with a corresponding augmentation of institutional 
capacity. Small units, modestly staffed, with poorly specified competencies, often 
performing a number of functions not directly related to Pl have had to find a way for 
handling rapidly increasing numbers of projects and funds allocated for Pl. In 
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December 2006, following a PIP-Project's advice, the MOED established a separate 
department in charge of Pl policy, program and projects. It is comprised of three 
interrelated divisions: (i) Pl Policy and Programs; (ii) Pl Projects Monitoring and 
Evaluation; and (iii) Pl Projects Analysis. PIP-Project staff has helped to formulate 
draft charter for this Department. Currently the work is done on incorporating final 
corrections to this draft and it is expected to be approved by the Minister in the near 
future. A similar Pl-support division is being created in the ERSRI. 

4. Legislation, regulations and other legal acts. Currently there is no detailed 
legislation and regulations guiding Pl-related activities. The PIP-Project worked on 
drafting relevant legislative and regulatory acts at different levels/stages of Pl policy 
formulation and execution. The project helped establish a working group which will 
work to develop concepts for a Pl law, consistent with other laws, or equivalent 
amendments to the exiting budget-related laws and executive decrees. It will be 
working on formulating concepts for legislative reform and corresponding regulatory 
acts. A draft regulatory framework for the activities of MOED and other relevant 
agencies has been produced and now is being assessed by the MOED. It should be 
ready for enactment within the next few months. 

5. Methods and procedures. There are as yet no officially adopted procedures for the 
Pl Program preparation process. The Budget System law (BLS) ignores the capital 
budgeting component of the national budgeting process. The sequences and 
standards of planning and implementing Pl projects, and assignment of roles to 
various institutions (President's Office, COM, MOED, MOF, NBA, sector ministries, 
and Milli Mejlis) in the process of compilation and execution of investment projects in 
the annual arid rolling medium-term Pl Programs need to be clearly defined and, in 
due course, implemented. In 2004, the MOED produced the "Draft Pl regulations", 
which thus far have been approved only by the MOF and the Ministry of Justice (but 
not yet by the COM). This is a generic and unspecific document, which following the 
COM comments, is lacking meaningful authority for the MOED. The procedures 
currently used by MOED in Pl Program formulation are not based on clear 
development concepts and benchmarks. Most projects developed in sectoral 
ministries use basic costing methods without any broader impact analysis. The PIP
Project has begun drafting a new document that would guide the procedures used by 
the MOED Pl Department in its work on Pl Program preparation, monitoring and 
evaluation. Similar instruction manuals will be prepared for a number of other· 
governmental agencies, including selected sectoral ministries, involved in the Pl 
budgeting process. 

6. Technical skills and competencies. Human resources is the core problem of the 
entire budget sector, especially its Pl operations. Currently 13 people are employed 
in the Pl Department. An upgrade of the skills of these individuals through an 
intensive training is difficult for a number of reasons: 
• Problem with leadership: no head of the Department has been appointed; one of 

its employees continues operating as acting head 
• Work procedures and responsibilities of individual employees are not well 

defined 
• There are not strong incentives for training; the employees are poorly paid; any 

upgrade of skills may result in the loss of staff who could get better paying jobs 
outside of MOED 
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• The employees are overloaded with day-to-day work, which exceeds their 
capacity; they are expected to: 

);.. formulate the short/medium/long term Pl policies (four persons) 
);.. implement annual Pl Programs spending more than $2 billion, or about 

ten percent of Azerbaijani GDP while providing support for and 
collaborate with 131 recipients of annual Pl CC, cooperate with a number 
of central agencies (MOF, COM, etc.), and process about two thousand 
proposed, both new and continued, investment projects (four persons), 
and 

);.. monitor/evaluate the implementation/completion of current/past projects 
(four persons) 

• The number of Pl projects and their costs are rapidly growing; given such 
pressures there is little time for extensive staff training 

• The skills of the employees of the Pl Department are uneven; some of them need 
basic training in MS Word and Excel; teaching of advanced topics of economics, 
statistics, public policy, etc. (including cost-benefit analysis and econometric 
modeling) is not helpful unless basic classes at introductory level are offered 

• At this moment no staff training institutions, procedures, programs and personnel 
(trainers) exist in either MOED or ERSRI 

• To a great extent staff training is "supply driven"; the Ministry is also getting 
support from other donors (esp. the World Bank), while the training absorption 
capacity of the Ministry is low 

Similar problems occur in line ministries and other agencies involved in the Pl 
activities. Despite these difficulties, training continues and seems to generate some 
positive results. Creating a solid sustainable "institutional infrastructure", sorting out 
the tasks of different ministries, departments, divisions and employees has been 
given the highest priority. This will create a transparent orderly environment in which 
the divisions and employees will be able to perform their clearly specified duties. 
Assisting, mentoring and coaching individual employees of the MOED's Pl 
Department have been done in the form of a day-to-day hands-on training. Special 
training was arranged for the agencies working on this year's Pl CCs (Pl project 
proposals). Classes of MS Word, Excel, and Access were arranged. Senior staff of 
eight ministries took part in a study tour to Norway. These efforts will continue 
throughout the year. More training trips are currently being organized (to Turkey and 
Kazakhstan). Hands-on training on different aspects and techniques of Pl project 
management (project concept elaboration, pre- and feasibility studies, appraisal, 
selection, monitoring and evaluation, etc.) will continue to be offered. Also assistance 
will continue in the areas of formulation of recruitment policy, promotion and 
maintenance of staff, systematic skill upgrade curriculum, and internal training 
capacities. 

7. Data. The Government has taken initial steps to develop institutional and staff 
capacity for managing the Pis. Due to capacity constraints, the bulk of Pl projects' 
formulation and monitoring is still limited to descriptive analysis of raw data compiled 
in Excel spreadsheets. Pl Department is working on developing the skills needed to 
appraise, prioritize, monitor and analyze the Pl projects in accordance with the 
macroeconomic policy objectives and socio-economic framework of the Country's 
development. MOED has requested technical assistance from the PIP-Project in 
establishment and management of a Pl projects' database, which would be used for 
the recording, appraising, monitoring and analyzing purposes. A task force group has 
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been established to work on this assignment. The tentative database configuration 
includes the following sections: project background (basic) information, forecasted 
and actual project transactions, project financial indicators, and project monitoring 
and evaluation. The database will be further extended and improved in 02/2007. 

8. Analytical activities, incl. modeling. The National Bank of Azerbaijan (NBA) 
seems to have the strongest analytical capacities in the area of data and economic 
modeling. Similar capacities are currently being developed in MOED and ERSRI. 
Efforts to compile the SAMs (social accounting matrices - described in more detail 
later in the report) for Azerbaijan have been made and initial tables for 2004-2006 
have been produced. These tables help in linking together and studying the 
relationships among the four sectors of a Flow-of-Funds model (real, fiscal, monetary 
and foreign), used by MOED, which was created by a WB consultant through 
financial programming software. This model provides some (although quite limited) 
analytical capacities for impact analyses of alternative investment projects and 
forecasting. The PIP-Project will assist in further developing modeling capacities of 
MOED/ERSRI experts. 

9. Public dialogue. An important task of the PIP-Project is to enhance the appropriate 
channels and venues between the government and non-government stakeholders 
(civil society at large, non-government organizations, political parties, the private 
sector and worker organizations' representatives, etc.) for consultation and feedback 
on national, regional and sectoral development objectives, strategies and investment 
policies. A sine qua non for an effective dialogue is improvement in fiscal 
transparency. The PIP-Project has developed a close co-operation with other 
USAID-funded projects which operate sub-nationally in the regions and support 
NGOs activities. Several joint initiatives are being planned. Close cooperation was 
established with the National Budget Group and together with this group a legislative 
initiative is being prepared, which will focus on drafting a proposal for changes in the 
existing laws, decrees and regulations concerning Pis. 

10. Foreign assistance. To ensure highest level of impact, closer collaboration with 
donors in the area of Pl support is needed. Several meetings were held with different 
donors and embassies (US, Norway, and Turkey) and through this a strong 
relationship between our Project and the Norwegian and Turkish embassies was 
established enabling the project to arrange study tours of Government's officials to 
Oslo and Ankara. In addition, the PIP-Project has discussed with the US Treasury 
Department advisor to the MOF, Linda Decker, the proposed Pl CC format for Pl 
Program 2008-11. Finally, PIP-Project's members attended and actively participated 
in seminars and roundtables organized by the World Bank. In regards to the World 
Bank, there is still some debate and discussion over how to align the contents of the 
Pl CC of MOED and Budget CC of MOF and it needs to be addressed. Overall, there 
is much to be gained by collaboration with the different IFls, particularly with the 
World Bank whose focus overlaps significantly with the PIP-Project. Currently, there 
are many issues relating to our approaches that should be addressed if we are to 
gain from our synergies. 
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II. ACTIVITIES ACCOMPLISHED IN Q1/2007 (see annex 9.1) 

Responding to the contract obligations, the PIP-Project staff has prepared for USAID a 
new Work Plan for review and approval. This has been an undertaking necessitated by 
the COP change. Separately, for internal project management purposes, the PIP-Project 
staff has been preparing individual task proposals in a "Clusters" format (outlined below), 
which integrates aspects of all inputs the PIP-Project intends to make in 2007. 

The PIP-Project created a matrix (gap analysis) which depicts the status of the stages of 
the Pl policy and programming process in Azerbaijan across FY 2005-201 O to show the 
progression of reforms over time. Another matrix highlights possible PIP-Project inputs 
and activities in 2007 as well as suggests activities that would be helpful for the following 
two years. The matrix attempts to make the case for potential tasks which the PIP
Project and/or other foreign and domestic institutions may undertake in the future to 
develop the Pis in Azerbaijan towards increased efficiency and helping diversify the 
economic structure away from domination by oil and gas production. Therefore the 
matrix provides a long term vision for the necessary steps and activities for an improved 
Pl policy environment. 

The Project has used this long term analysis and matrix to generate a concrete near
term work plan and sets of activities. Many of these activities have already been 
discussed with the MOED and are in their initial phases. In order to create a coherent 
working structure for the project, the work plan activities are addressed at three levels for 
the Pl policy and programming process and five areas of cross-cutting issues that the 
three levels share. The three levels are, 1) National/macro 2) Budget, and 3) 
Sectors/projects. The five areas are: 4) Institutions, 5) Training, 6) Data, 7) Contacts and 
8) Administration. 

CLUSTER 1: NATIONAUMACRO 

Task 1.1 Data: national accounts 

This task is driven by the need for comprehensive, internally consistent, reliable and 
disaggregated macroeconomic and investment data to enable formulation of quality 
macroeconomic analysis of Pis and related economic activities. Currently, data available 
on macroeconomic indicators do not allow for a meaningful analysis of investments in 
both public and private sectors. Serious discrepancies and inconsistencies exist in IFI 
and GOAZ figures for similar indicators. Published statistics do not add up to aggregate 
figures reported by GOAZ. Policy experts of the Government need training and support 
to develop capacities for compilation/estimation of required economic data and filtering 
data for consistency. 

To address this, the Project's staff arranged several meetings to discuss data issues and 
made presentations for MOED and USAID. Significant data inconsistencies have been 
identified. The project has decided to recruit an SITA on economic statistics with the 
end objective of improving technical capacity of MOED, ERSRI and other governmental 
agencies for compilation of national accounts. The STTA will examine and assess 
current methodology used to compile national accounts and provide practical 
recommendations for improvements. This consultancy project is designed to deliver a 
written report analyzing problems with methods of economic data collection, a written 
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report with recommendations to improve the process and methodology, and recompile 
macroeconomic indicators for Azerbaijan ··for the years 2002-2006. To this end the 
Project has prepared detailed Scope of Work and which has been approved by USAID. 

Task 1.2 Models 

In an effort to initiate the draft 2008 budget based on more robust forecasts of 
macroeconomic indicators, the MOED, the MOF and the NBA have discussed since 
02/2006 sharing information and work together to build an economic model based on 
IMF's Financial Programming Model. Throughout 2006, the PIP-Project together with the 
WB was instrumental in encouraging this work (See our Quarterly performance report, 
04-2006). In 01/2007, a WB modeler/economist started to reactivate this cooperation 
and through his assistance the staff from the MOED, the NBA, the MOF, and State Oil 
Fund of Azerbaijan (SOFAZ) came together and put forth a preliminary forecast which 
supported the Socio-Economic Development Forecast (SEDF) distributed on March 1. 
The internal consistency of the economic data and assumptions has improved because 
of this quantitative work and the financial programming work will continue to fix its 
remaining inadequacies. Another SEDF will be prepared for August 1 on which the 
'economic policy' and the draft 2008 budget of the GOAZ will be based. 

Task 1.3 The SAM (social accounting matrix) 

In the past, several technical assistance initiatives have attempted to improve the 
analytical capacity of MOED and ERSRI for building up a macroeconomic model for 
practical use in policymaking and forecasting. None of them has managed to deliver a 
tangible result. The SAM model is designed as an overarching framework for national 
statistics and modeling. It is relatively easy to produce, quite flexible for aggregation and 
disaggregation according to the needs and tasks of economic analysis and use for 
different analytical purposes including analysis of drivers of growth, income distribution, 
impact of investments on growth, etc. Based on the SAM more advanced economic 
models can be built. 

As part of efforts to improve the macroeconomic framework and analytical capacity of 
MOED, the PIP-Project has undertaken several discussions and meetings within MOED 
to sensitize the staff and buy in their commitment to the compilation of and building the 
macro-level SAMs for Azerbaijan. These discussions have spurred the interest of MOED 
in the concept of SAMs and led to an agreement to establish a working group consisting 
of four MOED technical staff and two PIP-Project experts. 

The project has organized one full interactive presentation session and provided the 
working group with necessary reference materials and examples to start off the process 
of building SAMs. After the presentation the working group has agreed to begin 
compiling the SAMs for Azerbaijan for the years 2004, 2005 and 2006. These models 
will help MOED and the PIP-Project to identify statistical inconsistencies with the State 
Statistics Committee and improve methodologies for compilation and aggregation of 
economic data. Final SAMs will be used for analysis of transactions and transfers among 
institutional sectors, providing policymakers with a better picture of the economy and the 
country's investment policy. 

Task 1.4 Analysis: The Quarterly Analytical Bulletin 
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During the reporting period the ERSRI has started the process for compiling information 
on socio-economic development trends in Azerbaijan and publishing their analysis in the 
Quarterly Analytical Bulletin. The project considered the bulletin as a good opportunity 
and entry point for improving data compilation and analytical capacity of both the 
Institute and line ministries involved in economic policymaking and therefore has 
assisted in the creation of a working group tasked with coordinating the preparation of 
the bulletin. The bulletin is important for the PIP-Project, as it is also designed to provide 
firsthand quarterly economic statistics and analytical information on the status of the 
economy, therefore enabling policymakers and businesses to make timely and 
responsive investment decisions. 

The bulletin is intended to be published on a quarterly basis reporting major trends in 
different sectors of the economy and analyzing variables affecting aggregate demand 
and economic growth. The bulletin is also designed as a cross-ministerial joint initiative. 
The representatives from the National Bank, MOED, the Ministry of Finance (MOF), the 
Customs Committee, the Ministry of Taxation, and the State Statistics Committee were 
invited into the working group. One of the innovative features of the bulletin is that 
economic data for the bulletin will be provided directly by line ministries enabling the 
Institute to access the primary sources of information. 

The PIP-Project has taken a pro-active approach to the Bulletin, by designing a set of 
specific detailed recommendations on its content, including the nature of the data and 
economic analysis, the format and structure suitable for the purpose of the Bulletin. The 
Project has also provided the Institute with copies of similar bulletins published in other 
countries. 

Recently the Institute has provided the project with a copy of the draft of the most recent 
Bulletin and it appears they have accepted all our recommendations of the project in 
respect to the structure and content of the bulletin. The project is currently working 
towards putting together comments on the quality of analytical information in the bulletin, 
which will be shared with the Institute. 

Task 1.5 Policy framework for Pl 

Recently the Project has shared with the MOED the final version of the draft regulations 
for the Pl policy and program. One of the sections of this document is entirely devoted to 
the process, structure and preparation schedule of the Pl policy, which essentially 
serves as the most important macro-level policy framework for Pl. Currently the Project 
expects comments from MOED on the entire document. 

The Project is planning to develop more detailed instructions on the preparation process, 
structure, content and schedule of the Pl policy in cooperation with the Pl Policy and 
Program Division of MOED's Pl Department. 

CLUSTER 2: THE BUDGET (see annexes 2.1-2.5) 

2.1 Pl Call Circular (CC) 

Early in 2006, the PIP-Project designed a new Pl CC forms for the MOED. The 
information collected through these forms was intended to be used for an improved 
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process of Pl Program preparation and management by the MOED. From a brief 
sampling exercise of the CC responses, which the PIP-Project undertook in Q4-
2006/Q1-2007, it became evident that a comprehensive information base for evaluation 
and prioritization of projects considered for inclusion in the draft Pl Program, 2007-10, 
towards a timely and coherent Pl Program's document has yet to be created. With this in 
mind, the PIP-Project has redesigned and simplified the Pl CCs. Two versions of the CC 
forms were designed: one for line ministries and central agencies and one for 
region/city/local executive bodies, the latter being a much simpler version. The Project 
prepared an instruction booklet as an annex to each CC form. This booklet provided 
instructions for filling in each line of the CC. The Pl CC for 2008-2011 was issued on 
March 19, 2007 with the deadline for responses set for May 1, 2007. 

2.2 Pl concept papers and pre-feasibility studies 

The MOED and the MOF, acting on an idea to improve the preparation of projects, 
introduced a procedure of financing pre-feasibility studies through the budget (from Pl 
Program allocations). This was relayed to the budget organizations in the COM Order 
#42 (February 19, 2007). The Order directed the budget organizations to apply to the 
MOED in the subsequent two months for funding of technical assessment studies of Pl 
projects. Accordingly, the budget organizations will formally present investment project 
ideas and request from the MOED permission to fund pre-feasibility studies for qualified 
project ideas. 

Following a PIP-Project advice, the MOED adopted the Project Proposal Paper to assist 
budget organizations and also to formalize the process of project qualification at the 
MOED. The PIP-Project worked with Pl Department to finalize the Project Proposal 
Paper Form and the instructions for filling in. The MOED sent the Forms out to ten line 
ministries. It is from these line ministries that the MOED expects requests for feasibility 
study preparations for large projects. The use of the Form is an important step in project 
development and Pl Program management this year. It will introduce to budget 
organizations the practice of more thoughtful project considerations and also more 
quantified initial justification for Pis. The PIP-Project also helped the MOED to offer 
training on completing the Form. 

CLUSTER 3: SECTORS/PROJECTS (see annex 3.1) 

3.1 Pl prioritization, project appraisal and monitoring 

During the reporting period the team has established a good work rapport with the staff 
of the Pl Projects Monitoring and Evaluation Division of the Pl Department. Weekly 
meetings were held with the objective to: a) prepare the Charter for the Division's 
activities; b) develop a methodology for program and project evaluation; and c) develop 
specific instructions with procedures for program and project implementation agencies to 
follow and report (quarterly) on implementation status. The draft of instructions was 
finished, translated into Azerbaijani, and submitted to the MOED's legal department for 
comments. 

3.2 Past and current practices of project submissions 
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The Project has written a summary note on the overview of the existing institutional set
up, current procedures and practices used in preparation and approval of the Pl projects 
from the stage of project's identification through its inclusion to the Pl Program. The 
note provides an overview of the main stages and participants (as well as their 
responsibilities) of the existing PIP process and recommendations for its improvement. 

3.3 Case studies 

MOED and selected line ministries specialists expressed interest in preparation of 
sectoral case studies and trainings on topics of cost-benefit analysis using the case 
studies. A concept for this activity was discussed with the counterparts and several 
SITA terms of reference have been prepared. DAI and the PIP-Project initiated the 
process of reviewing the candidates. The work on case studies in the format of hands-on 
training will begin in 02-2007 in two sectoral agencies (Ministry of Agriculture and the 
Committee for Irrigation and Water Supply). 

3.4 Sectoral development plans 

The PIP-Project team members conducted meetings with the representatives of the 
Ministry of Education and participated in the working group on an education 
development program in the area of computerization of secondary education. A 
methodological recommendation for appraisal of new schools' construction and 
expansion of the existing facilities and analysis methods involved (cost-utility and cost
effectiveness analysis) was prepared and submitted for review by the counterpart 
agencies. 

CLUSTER 4: INSTITUTIONS/PROCEDURES (see annexes 4.1-4.11) 

4.1 The functional and institutional restructuring of the MOED 

The new Statute of the MOED was approved by the President's Decree of December 28, 
2006. The MOED remains a strong determinant of economic planning and policymaking 
in Azerbaijan. Within this context, the new Statute once again grants the Ministry wide 
range of mandates. During 2006, the MOED had waited for the new Statute so that it 
could take on tasks with more authority, one of which was the management of Pl 
Program of Azerbaijan. In anticipation of the new Statute, in 04-2006, the PIP-Project 
had made recommendation based on the "Functional and Institutional Review of the 
Ministry" it undertook. 

In early 01-2007, the MOED management worked intensely to design the new 
organizational structure of the Ministry to serve the new Statute. During this period, there 
was much uncertainty within the Ministry and this atmosphere influenced the work and 
motivation of its staff. By March, much with respect to personnel and structure was 
decided and the staff settled into their new positions and functions. From its outline, it is 
evident that the basic structure of the MOED emulates the three pillars approach, which 
was in the Functional Review recommendations. At the same time, however, the Statute 
once again appears to have assembled a large number of functions but without being 
clearly systematic. It includes a number of functions whose benefit to make market
oriented economy is questionable. Therefore, under these circumstances the functioning 
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of the new organization and staff responsibilities of the MOED will have great bearing on 
the influence of the Ministry in regards to Azerbaijan's economy. According to the new 
Statute, the MOED adopts two new 'servic.e' organizations, which are not part of its 
central organization: State Antimonopoly Service and Consumer Market Supervision 
Service. In the meantime, various research and technical institutes one of which was the 
Center of Economic Reforms were consolidated into the ERSRI (mentioned earlier here 
also as "the Institute"). ERSRI promises to provide an important support for the MOED. 

One of the pillars of the MOED is the economic policymaking pillar under the Deputy 
Minister. Obviously emphasizing its current importance, relative to the previous 
structure, the area of Pl became a department in its own right. Before, it was 
subordinated to the Department of Economic Policy and Forecasting. Given it's only 
newly established, the current number of staff in the Pl Department is low and there 
have been new staff recruitment and reassignments. The position of Department Head is 
vacant however, the Department staff is invigorated with newly found emphasis on Pl 
spending and is adjusting fast to the new functions. The Department is writing its Charter 
and specific staff functions in which the PIP-Project staff has been assisting. The PIP
Project has given advice to the Department on draft charters for the divisions and is in 
the process of writing specific instructions in performing the detailed functions of the 
divisions. 

4.2 Pl budget process 

According to the Budget System Law, the MOED is responsible for forecasting the 
macroeconomic parameters of the Azerbaijan economy. The economic policymaking 
and the budgeting process rely and base their directions on the forecasted information 
produced by the MOED. The budget cycle begins at the end of January when the COM 
instructs the MOED in a circular to provide the MOF, by March 1, with preliminary the 
medium-term SEDF. The same circular includes tasks for other central economic 
institutions involved in economic and fiscal planning issues. 

This year, the PIP-Project suggested, in the interest of providing more time to the budget 
organizations in responding to the Pl CC, that the CC's return date to the MOED was 
pushed forward and, if possible, to overlap the preparation period with the preparation 
period of the Budget CC of the MOF. The MOED agreed on a later date than the last 
year but, being acutely aware of the length of time it takes to process the Pl CC 
responses, the MOED was not able to extend this period into overlapping of the CC 
preparations. Instead, this year, the COM Order requires the budget organizations to 
respond to the MOED Pl CC by May 1, which is when the Budget CC is issued. The PIP
Project prefers that the budget organizations prepare the draft current budget 
estimations and draft investment budget estimations during the same time period where 
consultations among the draft budget preparers would break the practice of segregated 
(un-integrated) preparation of two components of a single national budget. But this 
practice would require more than the timing of the CCs. It would require deliberate 
promotion and close coaching of the budget organization to break the old habits. 

4.3 Draft Pl regulations 

Since late November 2006, the PIP-Project has been attempting to provide Draft Pl 
Regulations to the MOED. The Draft Pl Manual, though conceptually quite thorough, 
was not as operationally specific as the MOED had envisioned the "regulations" needed 
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to be. In an institutional environment,· where no Pl legislation exists, where the Budget 
System Law does not acknowledge the capital budgeting process, where the Pl 
management functions of the MOED has de-facto eroded from inattention, and where 
the capacity of the MOED is inadequate for many responsibilities that maybe assigned to 
it by Regulations. the drafting of a practical and realistic set of Regulations is akin to 
conjuring. The 01/2007 was also special working period in that the new Statute of the 
MOED was forcing restructuring of the ministry with all the accompanying bureaucratic 
unsettledness. However, some of the staff at the MOED acted resiliently and fostered 
the process of drafting the Regulations. Over time, the content and especially the 
Azerbaijani language of the document were vetted by a few MOED staff. The PIP
Project staff and an international STTA reviewed the document. The interim document of 
draft Pl Regulations has been sent to the MOED for comments. 

4.4 Comparative analysis of Pl policy and institutions in Kazakhstan and 
Azerbaijan 

Upon request from the MOED the PIP-Project staff prepared a comparative analysis on 
the Pl policy and institutions in Kazakhstan and Azerbaijan. The report analyzed 
similarities and differences between Azerbaijan and Kazakhstan at three levels: 1} 
macro-economic policy and analysis, 2} sectoral development planning, and 3) 
investment project development level. The report was submitted to MOED for review and 
further actions. MOED and the project leadership agreed to organize a trip of relevant 
staff to Kazakhstan to examine the quality and extent of implementation of the Pl 
regulations, procedures and cost-benefit analysis in practice. The letter requesting 
support for the organization of this trip to Kazakhstan has already been submitted to the 
Ministry of Foreign Affairs. It is expected that the exchange trip will take place sometime 
in the summer. 

CLUSTER 5: TRAINING (see annexes 5.1-5.9) 

5.1 Capacity development of the ERSRI 

Since 2005 the PIP-Project together with the Center of Economic Reforms, a local 
training institution, has been successfully conducting a formal multi-week Pl Training 
Program for senior decision-makers as well as practitioners - public servant employees 
- from central economic and sector line ministries. 

In line with the new MOED Statute approved in December 2006, the Center of Economic 
Reforms, the Scientific Research Technical Institute and the Scientific Research 
Information Center were united to form the ERSRI. As the Ministry gets reorganized to 
better conduct its economic regulatory functions it is now anticipated that ERSRI, in 
addition to its economic research activities, will also become a sustainable 
methodological and training unit, capable to provide refreshment courses for public 
servants in economic strategic and medium-term development planning, Pl planning, 
and capital and recurrent budgeting. 

In January, in a joint effort with a training specialist from the Training Resources Group 
(TRG), the PIP-Project developed a "Program for Institutional Capacity Development for 
ERSRI", including one-year activities plan, recommendations on facilities specifications 
and structure/staffing for a training center. The draft proposal and power point 
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presentation on the Program were presented to and discussed with Namiq Tagiyev, 
ERSRI Director. The PIP-Project together with the ERSRI has launched implementation 
of the Program. 

Through the Training Program the PIP-Project contributes to building up the capacity of 
ERSRI to serve as the methodology and training resource base for integrated project 
analysis, economic strategic and medium-term development planning, capital and 
recurrent budgeting and other economic subjects. To aid in teaching and research work, 
the PIP-Project arranged Training of Trainers (TOT} for ERSRl's economists. The 
economists are expected to become trainers of the ERSRI on the above mentioned 
topics. In January 2007 a one day training was offered for seven facilitators: two from the 
PIP-Project and five from the ERSRI. The objective for the training was to enhance the 
capacity of the facilitators to deliver training in Pl policy and program and other related 
topics. 

5.2 Study tours: Study tour of GOAZ;s senior officials to Norway 

The PIP-Project, in close collaboration with the Norwegian Embassy in Baku and the 
World Learning, Inc. (WLI}, brought a delegation of nine Deputy Ministers and 
Department Heads from GOAZ central agencies (the President's Administration, COM, 
MOED, NBA, and State Oil Fund) and the line ministries with the largest investment 
portfolio (Ministry of Industry and Energy, Ministry of Agriculture, and Committee for 
Irrigation and Water Supply), to Norway. The purpose of the tour was to demonstrate to 
these officials, who are responsible for macroeconomic, fiscal and monetary policies, 
finance, oil fund management as well as Pl policy and programming in Azerbaijan, the 
progress Norway has achieved due to efficient and thoughtful planning and fiscal and 
investment policies. The GOAZ's delegation had a series of meetings and fruitful 
discussions at the MOF, NBA, Oil Fund, Ministry of Transport, Ministry of Oil and 
Energy, and Statistics of Norway. The GOAZ's officials appreciated the trip and 
acknowledged the experience of Norway was useful and will help Azerbaijan more 
effectively and efficiently develop and implement its Pl policy and programming. 

CLUSTERS: DATA 

6.1 Pl Database 

After having established the Pl Department in January 2007, MOED has requested the 
PIP-Project to create a computerized information system incorporating requirements for 
Pl policy formulation and programming, stipulated by MOED's new Pl policy procedures. 
The general objective of this information system is to improve the capacity of the Pl 
Department to prepare and analyze Pl projects contained in the Database, to be 
launched in May by receiving responses from line ministries/agencies and regional 
authorities. The Database is generally designed on the basis of Pl CC forms 
incorporating and tracking all investment initiatives in the country, aggregate project data 
at national and regional levels, and enhancing institutional delivery mechanisms. This 
will enable follow-up activities during project assessment and implementation cycle and 
facilitate online accessing of the Database for information and reporting purposes. 

Recognizing the importance of joint activities in this area it was decided to recruit an 
STTA IT specialist and create the Database Developing Group. The Group is aimed at 
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developing common data fonnat and configuration of the Database management system 
for public Pl projects, specific programming software, input data and functions of the 
Database. In late March the first draft was prepared and submitted to Deputy Minister of 
Economic Development for recommendations and comments. 

In order to enable local MOED experts to use the Database and improve information 
dissemination process within the Ministry it was decided to provide functional and 
technical user training for officials from the Pl Department and the Economic Policy 
Development and Forecast Department. The IT training will be implemented in two 
phases which will allow the officials to improve their knowledge of MS Excel program (1st 
phase) and provide advanced level of MS Access program (2"d phase), enabling them to 
modify the database system, incorporate the required changes in the future and provide 
a continued on-site support. 

6.2 Macroeconomic Database 

During 01/2007 the PIP-Project also started work on developing the Macroeconomic 
Database. To be designed in coordination with local experts from the Economic Policy 
Development and Forecast Department and the ERSRI, the Macroeconomic Database 
aims to collect and integrate all macroeconomic, budget, sectoral data, as well as the 
results of analytical research developing specific macroeconomic indicators and 
parameters on the basis of data obtained from the State Statistical Committee and 
statistical reports provided by the IFls. 

To clarify the concept and structure of the Database, discussions were held with the 
ERSRl's , Director. In March the PIP-Project designed and disseminated an initial draft 
of the future Macroeconomic Database. This Database comprises all macroeconomic 
data and provides a detailed statistical description of the Azerbaijan economy, i.e. 
national income accounts, consumer prices, employment and wages, production, 
monetary survey data, balance of payments, trade and selected international ranking 
indicators. Because the Macroeconomic Database offers a "big picture", these accounts 
are basic tools to be used in analyzing past and current performance of the economy 
and also, in forecasting future economic developments. Furthermore, such a quantitative 
framework makes these indicators and accounts of great importance in the formulation 
of national economic policies. 

6.3 Libraries 

Filing System: Responding to the request of the MOED to improve institutional capacity 
in the Pl Department, the filing system of all investment initiatives received last year was 
completed. This filing system is intended to improve the work of the Department, 
providing immediate access to all available data. 

Library: Local experts in the Pl Department were notified regarding the new arrivals 
available in hardcopy and electronic libraries of the PIP-Project. PIP-Project transferred 
the list of all publications, and encouraged Department's staff to use these facilities in 
their daily work. The materials currently consist of economics, finance, investments, 
public expenditures management, project management, sectors, IFI reports, and PIP
Project publications. 
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CLUSTER 7: CONTACTS (see annexes 7.1-7.3) 

7.1 Cooperation with NGOs 

In the latter part of 01/2007, the PIP-Project sought and entered into discussions with 
some NGOs, which are interested in monitoring the Pl expenditures and the use of oil 
and gas revenues. These contacts are at an exploratory stage. Because the PIP-Project 
is concerned with the investment expenditures efficiency, it is important to cooperate and 
bring the civil society organizations into the picture of the development strategies, plans, 
and priorities. It is hoped that through joint research and evaluation projects, the PIP
Project will gain access to broader set of stakeholders and appreciate the Pl issues less 
narrowly. The PIP-Project staff will continue advocacy for civil involvement in the 
government work and for the government accountability for results. 

7.2 Coordination of contacts with counterparts and donors 

PIP-Project has in its TAMIS system a Directory for all contacts with which the project 
staff liaise and cooperate. Details for every contact (name, position, tel/fax number, and 
e-mail) are obtained during meetings and negotiations and through other means. To 
facilitate PIP-Project staffs access to and use of this data in TAMIS, contacts are 
classified into: a) Government agencies; b) Non-government agencies; c) Donors, incl. 
IFls; d) Training participants; e) Project's staff; and f) Other. There is also a function that 
shows all the existing contacts in alphabetical order. Considering institutional, staffing 
and structural changes in the Government in 01/2007, the PIP-Project updated its 
existing database, to make sure that all information in it is up to date. The objective of 
this task is to ensure regular mutual communication and rapport between the PIP-Project 
and its counterparts (the Government and other), to be aware of the developments 
taking place or anticipated, as well as to inform about project activities. 

7.3 Public Outreach Activities 

To ensure that the PIP-Project achievements are disseminated to counterparts and 
USAID, the Project's Public Outreach Specialist keeps regular rapport with USAID Baku 
Office Communication Specialist. In this relation, the Project sends news stories, 
success stories and other information to USAID to ensure that Project's activities are 
conveyed to the relevant parties. In 01, 2007 PIP-Project's two success stories were 
published on the USAID home office's web site. 

In March 2007 the PIP-Project organized an informal Novruz Holiday retreat with 
participation of its key government counterparts, USAID, donors, IFls, and other 
partners. The event allowed the Project to interact with its counterparts in a casual 
environment, to look back at the two year work of the Project, to evaluate the 
achievements and weaknesses, discuss plans and anticipated developments, and 
exchange views on future possibilities for cooperation. After the event the participants 
expressed their gratitude to the PIP-Project and urged us to arrange more such events. 

7.4 Daily monitoring of important news on Azerbaijan, regions and Pl; news 
dissemination 
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Following a request of Baku USAID m1ss1on, PIP-Project began preparing and 
disseminating a news overview reflecting current Pl-related developments in economics, 
business, and politics of Azerbaijan. This task will continue through the end of the 
Project. 

Moreover the PIP-Project Public Outreach Specialist is regularly reviewing diverse 
sources for important news articles (particularly, pertaining to investment activities in 
Azerbaijan), legislative-normative acts and other. Hard copies of important information 
from newspapers, as well as internet and other sources are filed in a database. 

CLUSTER 8: ADMINISTRATION 

8.1 Administrative support for MOED Pl Department and ERSRI 

As part of capacity development efforts, assistance was rendered in drafting vacancy 
advertisements for the staff of ERSRl's Training Center Department as well as logistical 
support was provided to the MOED Pl Department. 

The current structure of the MOED Pl Department and ERSRI will be reviewed and 
discussions held with the parties involved to determine further needs of and provide 
required support to the agencies in regard to the HR matters, including training 
component, drafting of TO Rs, vacancy advertisements, and other activities. 

Ill. RECUITMENT AND ADMINISTRATIVE MATTERS 

New Project's COP 

In mid-January Janusz Szyrmer arrived in Baku to assume the responsibility of the new 
PIP-Project COP. The DAI/HO provided the documents required for registration of the 
new COP with relevant local authorities as per the local legislation requirements. 

Recruitment: L TTA and STTA mobilization 

The PIP-Project has entered its most labor-intensive phase of its technical assistance. 
This requires mobilization, in support of the labor-intensive involvement of the Project's 
core staff, international and local experts in areas of law, economics (welfare, political, 
enterprise, and other) and finance. In this context, during 01/2007 several recruitments 
were made. 

Effective mid-March, the contract was extended for additional three months for Samim 
Cilem, initially employed for one calendar year as a Fiscal Economic/Public Expenditure 
Expert. During the extension period Samim will help achieve tasks in relation to the 
policy and institutional environment in which the Azerbaijan's Pl process is embedded. 

The PIP-Project advertised an opening for the full-time position of Specialist on Project 
Preparation, Appraisal and Management to fill in for the vacancy of the full-time local 
professional position (Hadji Husseynov had assumed a full-time position with the 
WB/Azerbaijan in mid-January). Standard USAID/DAI hiring procedures were applied. 



PIP-Project QJ-2007 Progress Report Page 24 

Elchin Rashidov was selected for the position. Upon obtaining technical and salary 
approval from USAID, Elchin will be hired with the mandatory one month's probationary 
period. 

Within a two-week mission, Patricia Garcia, training specialist from the Training 
Resources Group, helped develop the Program for Institutional Capacity Development 
for ERSRI including one-year activities plan, recommendations on facilities specifications 
and structure/staffing for the Training Centre. Patricia held one day training for seven 
facilitators. 

Following approval of the USAID, Robert Varley was contracted as a Cost-Benefit 
SITA Expert for three months' assignment starting March. His consulting agreement 
was terminated after one month due to his personal problems and other reasons. His 
replacement was quickly sought and several STTAs are expected to be mobilized to 
address Cost-Benefit training and support activities over the remainder of the project. 

lngilab Ahmadov was contracted as the local SITA with a task to provide the technical 
assistance in the area of dialogue among all stake holders in Pl policy (central 
governmental agencies, municipal governments, academia, businesses, NGOs, and 
donors). His consultancy will include economic planning and budgeting, reforms in the Pl 
institutions and procedures, coordination mechanisms among key economic ministries, 
involvement of Parliament in the Pl policy and programming activities, and public 
advocacy in the budget process. 

In March an STTA IT expert, Surkhay Huseynov, was hired to join the Database 
Developing Group. Other members of the Group have been: Samir Mammadov, Chief 
Advisor of the Pl Department, Nigar lsmaylova and Sabina lbrahimova, both PIP-Project 
staff. The Group is aimed at developing common data format and configuration of a Pl 
Database's management system, specific application software utilities, and help input 
data and functions of the Database. 

IT Servers Procurement for MOED 

Early February, following USAID authorization, the PIP-Project has procured two 
computer servers for the MOED. The equipment was transferred to the MOED and 
insured under the standard property insurance coverage. The equipment will be in the 
disposal of MOED for the PIP-Project duration period and the title then transferred to the 
party identified by USAID. 
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AZERBAIJAN GDP 

Gross Domestic 
Product .,, 

Total GDP bnAZN 6.1 7.1 8.5 11.9 18.1 22.2 26.7 30.3 31.9 
Real increase O/o 10.6 11.2 10.2 26.4 32.0 26.3 22.3 14.5 6.2 
Deflator % 3.1 6.0 8.3 10.1 15.5 -2.9 -1.6 -1.0 -0.9 

Non oil sector bnAZN 4.2 5.0 5.9 7.0 8.6 10.2 11.6 13.2 15.1 
Real increase % 14.1 14.5 14.0 8.2 13.5 9.0 9.5 9.7 10.0 
Deflator % 0.4 4.3 2.8 9.9 9.1 8.4 3.8 4.1 3.9 

Oil sector bnAZN 1.9 2.1 2.7 4.9 9.5 12.0 15.1 17.0 16.7 
Real increase % 3.4 3.9 3.0 66.2 59.0 44.8 33.7 18.6 3.7 
Deflator % 9.1 9.9 20.7 10.6 21.3 -12.5 -5.8 -4.9 -5.2 

Share of oil sector % of GDP 31.0 30.1 31.3 41.3 52.3 54.1 56.6 56.3 52.5 
Per capita GDP USD 774 897 1,060 1,518 2,401 3,048 3,849 4,539 4,980 

Sources: MOED indicators; and "2006 Statistical Yearbook of Azerbaijan" 



AZERBAIJAN: Investment (1) 

Gross fixed capital 
formation 

Total 
Foreign 
Domestic 

Budget 
PIPP 
SO FAZ 
Other domestic 

Total 
Foreign 
Domestic 

Budget 
PIPP 
SOFAZ 
Other domestic 

bnAZN 
bnAZN 
bnAZN 
bnAZN 
bnAZN 
bnAZN 
bn AZN 

o/o of GDP 
0/o of GDP 
% of GDP 
% of GDP 
o/o of GDP 
0/o of GDP 
% of GDP 

ltt•t-11 
2.56 4.07 5.61 5.99 
2.01 3.13 4.28 3.89 
0.55 0.94 1.32 2.10 

0.22 0.33 
0.10 0.16 
0.04 0.61 
0.97 0.99 

42.2 57.0 65.7 50.5 
33.2 43.8 50.2 32.7 

9.0 13.1 15.5 17.7 
2.6 2.8 
1.1 1.4 
0.4 5.2 

11.4 8.4 

illll 
7.26 8.141 7.94 
4.12 3.971 2.851 1.991 1.67 
3.14 4.171 5.091 6.101 7.12 
0.58 0.91 
0.88 1.55 
0.44 0.38 
1.24 1.33 

40.1 36.7 29.7 26.7 27.6 
22.8 17.9 10.7 6.6 5.2 
17.3 18.8 19.1 20.2 22.3 
3.2 4.1 
4.9 7.0 
2.4 1.7 
6.8 6.0 

I Tota/ GDP I bn AZN I 6.1 I 7.1 I 8.5 I 11.9 I 18.1 I 22.2 I 26J] 3o.3 I 31.9 I 

Sources: MOED indicators; and "2006 Statistical Yearbook of Azerbaijan" 



AZERBAIJAN: lnvestmen~ (2) 

GDP 
Gross fixed capital formation growth 

2005-10 
% 

Total domestic % of GDP 9.0 13.1 15.5 17.7 17.3 18.8 19.1 20.2 22.3 438 
Agriculture % of GDP 0.2 0.1 0.1 0.1 0.1 0.1 70 
Oil-gas industry % of GDP 4.6 3.2 2.7 2.4 2.3 2.4 529 
Non-oil industry % of GDP 2.3 4.2 5.2 5.6 6.2 7.0 77 
Construction, residential % of GDP 4.5 5.0 5.9 6.2 6.5 7.1 
Construction, other % of GDP 0.0 0.0 0.0 0.0 0.0 0.0 
Transport & communications % of GDP 3.7 2.5 2.3 2.3 2.4 2.8 140 
Trade and services % of GDP 0.7 0.5 0.5 0.5 0.5 0.6 112 
Social services and other % of GDP 1.7 1.8 2.0 2.0 2.1 2.2 51 

I I 

I rota/ GDP I bnAZN I 6.1 I 7.1 I 8.51 11.9 I 18.11 22.21 26.71 30.31 31.91 347 

Sources: MOED indicators; and "2006 Statistical Yearbook of Azerbaijan" 



AZERBAIJAN: Balance of payments 

11111111• llliltl• 
Export of goods and services bn USO 2.7 3.1 4.1 8.3 13.0 16.4 21.4 25.0 25.9 
Import of goods and services bn USO 3.1 4.8 6.2 6.9 5.4 5.0 5.3 5.6 5.8 
Foreign trade balance bn USO -0.5 -1.7 -2.1 1.5 7.6 11.4 16.1 19.3 20.1 
Current account balance bn USO -0.8 -2.0 -2.6 0.2 3.2 5.4 8.4 16.9 17.6 

0.9 1.1 1.5 
3.4 2.8 2.9 

Official foreign reserves 
bn USO 

Imo. months 
2.1 4.9 6.5 7.4 24.0 41.4 
3.7 10.9 15.5 16.7 51.2 85.7 

I Tota/GDP I bn USD I 6.1J 7.11 8.51 11.91 18.11 22.21 26.il 30.31 31.91 

Sources: MOED indicators; and "2006 Statistical Yearbook of Azerbaijan" 
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Public investment policy in 
Azerbaijan 

Content: 
- Definitions 
- PIP-Project's Tasks 
- Data 
- Problems 
- Things to do 
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USAI D I Public Investment 
FROMTHEAMERICANPEOPLE Policy Project 

Definitions 

Problems with PIP acronym: many "P" words: 
PIP = Public Investment ... 

»Problem 
»Paradigm 
»Principles 
»Patterns 
»Purposes 
»Possibilities 
»Politics 

i. USAI D I Pu~lic lnv7stment 
• FR.OM THE AMERICAN PEOPLE Poh cy Project 

Definitions (cont.) 

"P" words: 
»Policy (formulation) 
»Prioritization/Priorities 
»Portfolio 
»Programming/Program 
»Planning/Plan 
»Prediction/Projection (forecast) 
»Proposal 
»Project 

3 

4 



~'USAID I Public Investment 
\'-~~ FROMTHEAMERICANPEOPLE Policy Project 

"P" words: 

Definitions (cont.) 

»Preparation 
»Procedures 
»Processing/Process 
»Practice 
»Package (of laws, procedures, 

activities, etc.) 
»Provision 
»Procurement/Purchases 

/~' USAI D I Public Investment 
~)!;I FRoMrHEAMERICANPEOPLE Policy Project 

Definitions (cont.) 

All these "P" words mean something else while 
many of them being used as synonyms 

Our official name: 

PIP-Project = 

5 

Public Investment Policy Project 

6 
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Definitions (cont.) 

"P" = Public sector: 
- Budget (recurrent) 
- PIP (Public Investment Program) 
- SOFAZ (State Oil Fund of Azerbaijan) 
- State-owned enterprises 
- PPP (public-private partnership) 
- Foreign (production sharing agreements 

with the Government) 
- Donors 

r.(~) USAI D I Public Investment 
~~J FROMTHEAMERICANPEoPLE Policy Project 

Definitions (cont.) 

"I" = Investment (savings; postponed 
consumption): 

Direct and financial 
- New capital formation, capital repairs and 

capital transfer (real estate transactions) 
- Gross and Net (Net = Gross less Depreciation) 
- Fixed and inventories 
- Buildings, structures, and machinery 
- Investment into human capital, institutions, 

environment, etc. 

7 
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Definitions (cont.) 

"P" = Policy: 
- Plan of action to guide decisions and activities 
- Includes the identification of different 

alternatives, such as programs or spending 
priorities, and choosing among them on the 
basis of the impact they will have 

Source: Wikipedia 

r~)USAID I Pu~lic lnv';stment 
~# FRoMTHEAMERICANPEOPLe Pohcy Project 

Definitions (cont.) 

"P" = Policy: 

- Important related concepts: 
»effectiveness and efficiency 
»opportunity cost 
»diminishing marginal returns 
»cost-benefit analysis 

9 
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Definitions (cont.) 

PIP "building blocks": 
- Policies (at different levels) 

Investment program formulation; budgeting 
(institutions and procedures) 
Project preparation (line ministries and other 
agencies) 
Appraisal methods (ex-ante and ex-post): cost 
benefit analysis, internal rate of return, etc. 
Data and computing (hardware and software) 
Funds 

(~' USAI D I Public Investment 
\~/ FR0MrHeAMeR1cANPEoPLe Policy Project 

PIP-Project's tasks 

Three levels: 

11 

1. MACRO: Macro-level analysis; development 
strategies; models 

2. BUDGET: Budget process; support for PIPP 
Department of Ministry of Economic 
Development 

3. SECTORS: Sectoral planning; project 
preparation; cost-benefit analysis; case 
studies 

12 



PIP-Pr
1
oject's tasks (cont.) 

Five cross-cutting areas: 
4. INSTITUTIONS: Institutions; procedures; 

and operations 
5. TRAINING: Training; support for research 
6. DATA: Databases; data collection, 

processing and analysis; hardware and 
software; computing 

7. CONTACTS: Contacts with counterparts 
and donors; dissemination; monitoring of 
the news 

8. ADMINISTRATION: Administration and 
human resources, for both PIP-Project and 
assistance to counterparts 

13 

fi1)USAID I 
Public Investment 

~ FROM THE AMERICAN PEOPLE Policy Project 

PIP-Project's tasks (cont.) 
PI level activities Cross cutting activities 

4. Institu- 5. Training 6. Data 7. Contacts 8. Admini-
tions (Sabira) (Sabina) (Gulsabah) st ration 

(Samim) (Rena) 

Pl institu- Training, Databases, Contacts with Administration 
tions, support for collection, co un terpa rts and human 
procedures Pl research processing and and donors, resources, for 
and (ERSRI) analysis, hard- dissemination, PIP-Project and 
operations ware, software, monitoring assistance to 

computing the news counterparts 

1. Macro Macro-level analysis, 
(Ramil) development 

strategies, models 

2. Budget Pl budget process, 
(Nigar) support for PIPP 

Dept. of MOED 

3. Sectoral planning, 
Sectors project preparation, 

(Andrei) cost-benefit analysis, 
14 case studies 



(~\ USAI D I Public Investment 
·~J FRoHT1-1EAHER1cANPeoPLe Policy Project 

PIP-Project's tasks (cont.) 

Task force teams 
Include some or all of the following: 

- PIP-Project member (coordinator) 
- Foreign STTA 
- Local STTA 
- Staff of MOED and/or other counterparts 
- Others 

rfi\ USAI D I Public Investment 
1~J FROM THE AMERICAN PEOPLE Policy Project 

Data 

Many aggregate indicators for Azerbaijan are 
"extraordinary"= not found anywhere else 

Examples of extraordinary indicators: 
• Annual real GDP growth = more than 30°/o 
• Annual increases of other aggregates 

(consumption, investment, budget revenue, 
budget expenditure, etc.) = more than 20°/o 
rsudget revenue in 2006 increased by almost 
90°/o in nominal terms, about 80°/o in real 
terms] 

15 
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Data (cont.) 
Examples of extraordinary indicators: 
• Share of services in GDP = about 20°10 
• Share of social sectors in GDP = very low??? 
• Share of investment in GDP (2003-05) = more than 

50°/o 
• Share of domestic private investment in total 

investment = less than 10°10 
• Share of investments in agriculture = less than 

0.2°/o of GDP 

~--,.. U SAi D Public Investment 
... flD~ 
iifi.' ''"'HTHEAMERlcANrEOPu I Policy Project 

Data (cont.) 

Examples of extraordinary indicators: 

17 

• Share of public investments in social sectors = 
less than 2°/o of GDP 

• Labor productivity in mining = more than one 
hundred times greater than the productivity in: 

- Agriculture 
- Education 
- Health 

• Population savings in banks = less than 5°10 of 
GDP 

18 
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~J' FRoMTHEAMER1cANPeoPLe Pohcy Pro1ect 

Data (cont.) 
I 

, GDP in 2005-06 

I 2005 2006 Growth Inflation 

BnAZN BnAZN % % 

GDP 12.55 17.74 34.5 5.1 

Cons 6.56 10.80 52.0 8.3 

Inv 4.40 5.96 14.8 17.7 

Net exp 1.59 0.98 24.7 -50.6 

Source: MOED (bold) and own calculations (italic) 
19 

(~' USAI D I Public Investment 
'~~eJ9' FROMTHEAMERICANPEOPLE Policy Project 

Data (cont.) 

Nominal monthly wage, 1999-2005 

1999 2005 Increase 
AZN AZN 

All sectors 36.9 123.6 3.4 times 
Ag ricu ltu re 13.0 41.5 3.2 times 
Education 28.3 66.0 2.3 times 
Health 14.2 45.3 2.2 times 
Source: 
"2006 Statistical Yearbook of Azerbaijan" 

20 



Problems 

Investment policy 
- Natural resource "curse" = > the Dutch disease 
- Diverse structural distortions 
- Problems with investment/growth absorption 

capacities 
- Lack of explicit long-term development policy 

= lack of long-term investment policy 
- No relationship between sectoral investment 

and growth 

(~)USAID I Public Investment 
~J' FROMTHEAMERICANPEOPLe Policy Project 

Things to do 

Capacity development in: 
- Statistics 
- Research 
- Institutional "infrastructure" 
- Macro policies 

21 
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.,~J' FROM THEAMERrcAN PEOPLE Policy Project 

Things to do (cont.) 

1. Long term social and economic development 
strategy => explicit "road-map" for the next 
10-15 years, measurable by concrete macro
indicators 

2. Investment policy consistent with the road map 
3. Systematic monitoring and policy adjustments 

23 

(~') USAI D I Public Investment \~ -._. };) . . 
~~,..FROM rHEAMERtcANPEOPLE Pohcy ProJect 

Things to do (cont.) 

4. Investment policy high priorities: 
- support for competitiveness: private sector 

led growth => increase of non-oil sector 
exports of goods and services 

- reduction of structural distortions: 
incomes, sectors, regions 

24 



Azerbaijan selected macroeconomic indicators, 2001 and 2006 

Units 2001 2006 Change Sources: 
Population* Million people 8.1 8.5 1.06 SSC 2007 
GDP Billion AZN 5.3 17.7 3.34 SSC 2007 
GDP Billion USO 5.7 20.4 3.58 NBA&SSC 
GDP/capita USO 714.3 2373.3 3.32 NBA& SSC 
Direct contribution of oil to GDP Percent 29.6 51.6 SSC web (1) 
Export of oil Billion USO 2.1 5.4 2.55 SSC 2007 & its web (2) 
Foreign currency reserves* Billion USO 0.7 2.2 3.19 NBA 
State Oil Fund assets* Billion USO 0.00027 1.4 5185.19 SOF AZ reports 
Total budget revenue Million AZN 783.8 3881.2 4.95 NBA 
Budget tax revenue Million AZN 752.5 3194.9 4.25 NBA& MOF (3) 
Direct contribution of oil to Budget Percent 
Total budget expenditure Million AZN 806.6 3789.7 4.70 NBA 
PIP expenditure Million AZN 126.4 1693.6 13.40 MOED, MOF (4) 
Average monthly wage AZN 52.0 141.3 2.72 SSC web (5) 
Annual CPI Percent 101.5 108.3 MOED 
Annual GDP deflater Percent 99.3 105.0 MOED 
Annual CPI 2001=100 100.0 133.6 SSC 
Annual GDP deflater 2001 =100 100.0 144.8 MOED 
* / End of year 

Internet links: 
(1) http://www.azstat.org/publications/azfigures/2007/en/010.shtml#t10 2 
(2) http://www. azstat. org/stati nfo/extern al_ economic_ activities/en/xten _ 14. shtml 
(3) http://www.maliwe.gov.az/download/dovlet budcesi/2006 ii azerbaycan respublikasinin dovlet budcesinin icrasina opera 
(4) http://www.maliwe.gov.az/download/dovlet budcesi/2006 ii azerbaycan respublikasinin dovlet budcesinin icrasina opera 
( 5) http://www.azstat.org/publications/azfigures/2007/en/OO1. shtml#t1 _5 

Abbreviations: 
SSC 
NBA 
SOFAZ 
MOF 
MOED 

State Statistics Committee 
National Bank of Azerbaijan 
State Oil Fund of Azerbaijan 
Ministry of Finance 
Ministry of Economic Development 



A b .. I t d t I. d" t zer a11an se ec e sec ora m 1ca ors, 2001 d 2006 an t fGDP , percen o 
2001 2006 Sources: 

GDP 100.0 100.0 1) 
Oil 29.6 51.6 1) 
Agriculture 14.7 6.9 1) 
Rest of economy 55.7 41.5 1) 

Tax revenue 100.0 100.0 
Oil 46.2 61.6 Ministry of Taxes 
Agriculture 0.0 0.0 All agricultural activitie s are tax-e 
Rest of economy 53.80 38.40 Ministry of Taxes 

Export 100.0 100.0 2) 
Oil 91.3 84.6 2) 
Ag ricu ltu re 2.4 5.1 3) 
Rest of economy 6.3 10.3 3) 

Employment 100.0 100.0 4) 
Oil 1.1 1.7 4) 
Agriculture 40.1 39.0 4) 
Construction 4.7 5.6 4) 
Rest of economy 54.1 53.7 4) 

Investment 100.0 100.0 5) 
Oil 57.4 54.8 1 in Azerbaijan - 2006 
Agriculture 0.7 1.0 5) 
Rest of economy 41.9 44.2 5) 

Internet links: 
1) http://www.azstat.org/publications/azfigures/2007/en/01O.shtml#t10_2 
2) http://www.azstat.org/publications/azfigures/2007/en/O18.shtml 
3) http://www.azstat.org/statinfo/external_economic_activities/en/xten_ 1 O.shtml 
4) http://www.azstat.org/publications/azfigures/2007/en/005.shtml 
5) http://www.azstat.org/publications/azfigures/2007 /en/014.shtml 
6) http://www.taxes.gov.az/faq/ 
Abbreviations: 

SSC 
NBA 
SO FAZ 
MOF 
MOED 

State Statistics Committee 
National Bank of Azerbaijan 
State Oil Fund of Azerbaijan 
Ministry of Finance 
Ministry of Economic Development 



AZN million 
years 
Total Investments 
Total private investments* 

Domestic private investments 
Foreign investments 
Municipalities 

Total public investments 
PIP 
SOFAZ 
SOE and non-PIP budgetary investments** 
Investment from IFI loans 

* includes municipality investments 

2001 
1170.8 

865.4 
195.2 
670.2 

305.3 
0 
0 

305.3 

Investments into the Economy 
2002 2003 2004 2005 
2107 3786.3 4922.8 5769.9 
1714 3226 4467 4834 

276.4 314.5 574.8 884.9 
1437.5 2911 3891 3942 

0.9 1.08 1.15 6.2 
392.9 560 456 936 

0 0 96 164 
73.6 142.5 35.8 61.4 

319.3 417.5 250.7 452.1 
73.5 258.5 

**includes IFI public investments for 2001-03 as data n/a for these years 
1) http://www.azstat.org/publications/azfigures/2007/az/014.shtml 

Percent of total capital expenditures 
years 

Total private investments"' 
Domestic private investments 
Foreign investments 
Municipalities 

Total public investments 
PIP 
SO FAZ 
SOE and non-PIP budgetary investments** 
Investment from IFI loans 

2001 

73.92% 
16.67% 
57.24% 

26.08% 

26.08% 

Investments into the Economy 
2002 2003 2004 2005 

81.35% 85.20% 90.74% 83.78% 
13.12% 8.31% 11.68% 15.34% 
68.22% 76.88% 79.04% 68.32% 

0.04% 0.03% 0.02% 0.11% 
18.65% 14.79% 9.26% 16.22% 

1.95% 2.84% 
3.49% 3.76% 0.73% 1.06% 

15.15% 11.03% 5.09% 7.84% 
1.49% 4.48% 

Comments 
2006 

Source 
Construction 2007 
1) 5985.7 

4188.8 
969.2 

3229.6 
0 

1796.9 
882 
437 

60.3 
417.6 

2006 

69.98% 
16.19% 
53.96% 

0.00% 
30.02% 
14.74% 
7.30% 
1.01% 
6.98% 

data n/a for 2006 

SO FAZ 
Total inv-PIP-SOFAZ 

MOED & MOF 2007 br 



Azerbaijan se ected non-oil sectoral indicators, 2001 and 2006, percent of GDP 
2001 2006 Sources: 

GDP 100.0 100.0 1) 
Agriculture 20.0 14.3 
Manufacturing 8.7 10.9 
Construction 8.3 15.5 
Trade & service 10.5 11.9 
Public sector 14.4 16.9 
Transportation & communication 17.3 15.3 
Net taxes 11.6 13.4 
Rest of economy 9.2 1.8 

Tax revenue 100.0 100.0 Not available 
Agriculture 0.0 0.0 All agricultural activities are tax-exempt. 
Rest of economy Not available 

Export 100.0 100.0 2) & 3) 
Agricultural goods, food, beverages 35.0 32.8 
Chemical goods 12.4 30.0 
Manufactured goods 20.0 22.9 
Equipment and machinery 27.0 13.0 
Rest of economy 5.6 1.3 

Imports 100.0 100.0 2),3)& 4) 
Agricultural goods, food, beverages 19.6 12.4 
Chemical goods 10.7 8.5 
Manufactured goods 19.8 22.4 
EQuipment and machinery 49.8 57.0 3) 

Employment 100.0 100.0 5) 
Agriculture 41.0 39.4 
Trade&services 17.3 17.1 
Manufacturing 4.9 4.6 
Transportation & communication 4.6 5.1 
Public sector 23.6 23.4 
Rest of economy 8.6 10.4 

Investment 100.0 100.0 Construction in Azerbaijan - 2006 
Agriculture 1.7 2.1 
Manufacturing 12.5 3.5 
Electricity, gas, water 18.3 27.9 
Trade and services 10.3 4.5 
Transportation & communication 26.2 27.9 
Public sector 6.0 8.3 
Rest of economy 25.0 25.7 

Internet links: 
1) http://www.azstat.org/publications/azfigures/2007/az/01 O.shtml 
2) http://www.azstat.org/publications/azfigures/2007/az/01 Rshtml 
3) hhttp://www.azstat.org/statinfo/external_economic_activities/az/xt_8.shtml 
4) http://www.azstat.org/statinfo/external_economic_activities/az/xt_ 1 O.shtml 
5) http://www.azstat.org/publications/azfigures/2007/az/OOEi.shtml 
6) http://www.azstat.org/publications/azfigures/2007 /en/014.shtml 
Abbreviations: 

SSC 
NBA 
SO FAZ 
MOF 
MOED 

State Stntistics Committee 
National Bank of Azerbaijan 
State Oil Fund of Azerbaijan 
Ministry of Finance 
Ministry of Economic Development 
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2001 2002 2003 2004 2005 2006 2006 non-oil 2001 non-oil 
Total 5315.6 6062.5 7146.5 8530.2 12522.5 17735.8 8584.1272 3739.6 
Agriculture hunting and related services 14.70 13.80 12.20 10.80 9.00 0.069 17735.8 1223.7702 0 .14256198 0 .208659 
Fishing 0.20 0.20 0.20 0.20 0.20 0.002 17735.8 35.4716 0.00413223 
Industry-total 37.60 37.40 37.20 38.30 47.50 0.575 17735.8 10198.085 
Mining and quarrying 2960 28 90 2750 2900 39.40 0.516 17735.8 9 151.6728 
of which: 
crade oil and natural gaz extraction (besides researches) 
services related to oil and gaz extraction 29.60 28.80 27.50 29.00 39.40 0.516 17735.8 915 1.6728 
Manufacturing 6.20 7.40 8.60 8.30 7.20 0.053 17735.8 939.9974 0 .1095041 3 0.08 7951 
of which: 
manufacturing of food products. tobacco and drink 2.60 2.90 3.50 2.90 2.40 0.013 17735.8 230 .5654 0.0268595 
production of sewing goods 0.20 010 0.10 0.10 0.10 0.001 17735.8 17.7358 0.00206612 
manufacture of fur and articles of fur 0.00 0.00 0.00 0.00 0.00 0.000 17735.8 0 
production of pulp. paper and paper products 0.10 0.10 0.10 0.10 0.10 0.000 17735.8 0 
production of oil-refinery products 1.80 2.30 2.60 2.40 2.00 0.002 17735.8 35.4716 0 .00413223 
production chemical products 0.40 0.50 0.40 0.40 0.30 0.004 17735.8 70.9432 0 .00826446 
lost production of plastic and rubber manufacture 0.00 000 0.00 0.00 0.00 0.000 17735.8 0 
production of other nun-metal mineral substance 0.20 030 0.30 0.40 0.40 0.002 177358 35 4 716 0 .004 13223 
production of principal materials 0.10 0.30 0.80 1.1 0 1.00 0.006 17735.8 106.4148 0 .01 239669 

production of car and equipment not including other categories 0.30 0.30 0.30 0.30 0.20 0.001 17735.8 17.7358 0 .00206612 
production optical and electric equipments 0.10 0.10 0.10 0.10 010 0.001 17735.8 17.7358 0 .00206612 
production of other transport equipment 0.40 0.50 0.40 0.50 0.60 0.005 17735.8 88.679 0 .01033058 
manufacture of wood and of products of wood 0.00 0.00 0.00 0.00 0.00 0.000 17735.8 0 
Supply electric energy. gaz and water 1.80 1.10 1.10 1.00 0.90 0.006 17735.8 106.4148 0 .01239669 0 .025324 
Construction 5.80 8.70 11 .20 12.50 10.00 0075 ~??~5 .8 1330.185 0 .15495868 0 08308'1 
Trade. public catering. hotels 7.80 7.90 7.60 7.70 6.90 0.058 17735.8 1028.6764 0 .11983471 0 105 145 
Transport storage and communication 10.10 9.80 10.00 9.50 8.10 0.074 17735.8 1312 .4492 0 .1 5289256 0 .144106 
Social and non-formal services 15.90 14.20 13.80 13.80 10.60 0.082 17735.8 1454.3356 0 .16942 149 0 .172559 
net taxes 7.90 8.00 7.80 7.20 7.70 0.065 17735.8 11 52.827 0 .1 3429752 0 .115815 

2006-ci ilda mal qruplari iizra xarici ticarat dovriyyasi 
448788 1.4 979494 



Qruplarm ad1 
idxal. min 

% 
ixrac. min 

% 
AB$ dollar AB$ dollar 

non-oil imports non-oil exports 

Cami 5267639.5 100 6372157 100 Agricultural goods. foo 556761.9 0.124059 322054.7 0.32879701 
Diri heyvanlar va heyvandarhq mahsullan 41207 0.8 647.9 0 Chemical Qoods 383655.4 0.085487 293587.1 0.29973343 
Bitki man$ali mahsullar 201665.8 3.8 156295.1 2.5 Manufactured goods 1003208.5 0.223537 225006.6 0.22971718 
Heyvan va ya bitki man$ali piylar va yaglar 40655.7 0.8 63369.7 1 EQuipment and machir 2540725.4 0.56613 126565.8 0.12921549 
Haz1r yeyinti mahsullan. alkoqollu va alkoqolsuz ic;kilar. sirka. 
toton 273233.4 5.2 101742 1.6 
Mineral mahsullar 779758.1 14.8 5392663 84.6 
Kimya sanayesi mahsullan 249167.9 4.7 193023.3 3 

Plastik kOtlalar. kauc;uq. rezin. onlardan hazrrlanan mamulatlar 134487.5 2.6 100563.8 1.6 
Gon-dari xammah. xaz. onlardan hazrrlanm1$ mamulatlar 1889.7 0 3386.7 0.1 
Oduncaq. mantar. onlardan hazrrlanan mamulatlar 53188.5 1 1265.6 0 

Kag1z kOtlasi. kag1z va karton. onlardan haz1rlanm1$ mamulatlar 80510.4 1.5 2597 0 
Toxuculuq materiallan va mamulatlan 64191.6 1.2 60951.3 1 
Ayaqqab1. ba$ geyimi. c;atir. asa. sOni gOllar 16078.1 0.3 160.4 0 

Da$. gips. sement. asbest. keramika va $0$8 mamulatlan 80619.3 1.5 1141.7 0 
Mirvari. qiymatli da$ va metal mamulatlan 4478.6 0.1 6 0 
Az qiymatli metallar va onlardan hazrrlanm1$ mamulatlar 615572.2 11.7 149642.3 2.3 
Ma$mlar. mexanizmlar. elektrotexniki avadanhqlar 1547302.7 29.4 37136.2 0.6 
Quru. hava va su naqliyyat1 vasitalari 877820.4 16.7 84780.3 1.3 
Cihazlar va aparatlar. tibb va musiqi alatlari 115602.3 2.2 4649.3 0.1 
MOxtalif sanaye mallan 86661.3 1.6 5759.1 0.1 
lncasanat asarlari va antikvariat 18.8 0 96.5 0 

Imports 
1215209 200611.6 

Mahsul bolmalari 2001 2002 2003 2004 2005 
non-oil non-oil 
imports exports 

Cami 1431107.4 1665484 2626181.1 3515861.1 4211207.3 AQricultural Qooc 271676 0.223563208 91417 .8 0.455695 
Yeyinti mahsullan va diri heyvanlar 193952.9 198377.9 259504.7 349464.6 307066.9 Chemical goods 78698.1 0.064760964 26414 0.131667 
ic;kilar va toton 24605.2 23018 23657.3 30953 96062.2 Manufactured QC 312330 0.257017538 41059.4 0.204671 
Qeyri-arzaq xammah (yanacaqdan ba$qa) 40630.8 41401.6 68131.6 102487.2 131952 EQuipment and r 552504.7 0.454658207 41720.4 0.207966 
Mineral yanacaq, sOrtkO yaglan, analoji materiallar 215898.5 292557.3 295923.1 401655.6 499576.7 
Heyvan va bitki man$ali yaglar, piylar 12487.1 14022.8 25225.9 30169.9 34703.8 
Kimyavi mallar va digar kateqoriyalara daxil edilmayan analoji 
mahsullar 78698.1 97591.5 145863.7 172981.5 225741 

asasan materialm novona gora tasnifla$dirilan sanaye mallan 214291.4 370225.1 622379.4 789722.5 740596.8 
Ma$mlar va naqliyyat avadanhqlan 552504.7 518184.3 1016707.2 1328565.7 1831659.7 
MOxtalif sanaye mamulatlan 98038.4 110104.9 168788.1 309861.1 343133.1 
BSTT-nin digar kateqoriyalarma daxil edilmayan mallar 0.2 0.6 715.1 

Mahsul bolmalari 2001 2002 2003 2004 2005 
Cami 2314206.1 2167399.7 2590377.8 3615463.9 4347151.2 

Yeyinti mahsullan va diri heyvanlar 22468.4 39503.4 78351.9 96237.2 237153.8 
ic;kilar va tOton 27829.5 22137.5 12806.2 16654.2 35214.8 



Qeyri-arzaq xammall (yanacaqdan ba$qa) 38228.1 44911.8 
Mineral yanacaq, sOrtkO yaglan, analoji materiallar 2113594.5 1927359.1 
Heyvan va bitki man$ali yaglar, piylar 2891.8 3784.4 
Kimyavi mallar va digar kateqoriyalara daxil edilmayan analoji 
mahsullar 26414 40938.8 

asasan materialm novona gOra tasnifla$dirilan sanaye mallan 17235.7 26228.1 
Ma$mlar va naqliyyat avadanhqlan 41720.4 33979.3 
MOxtalif sanaye mamulatlan 23823.1 28557.2 
BSTT-nin digar kateqoriyalarma daxil edilmayan mallar 0.6 0.1 

Mal qruplar1 2001 2002 

A 2 3 
Cami 1431107.4 1665484 
Diri heyvanlar 717.8 1030.6 
at va alava at qida mahsullan 17719.4 14112.2 
Ballqlar va xarcangkimilar, digar su onurgas1zlan 822.1 1018.7 
Sud mahsullan, QU!ii yumurtas1, tabii bal va heyvan mani;iali digar 
arzaq mahsullan 14907 18021 
Heyvan man$ali sair mahsullar 375.8 148.1 
Canh agaclar va sair bitkilar, kasilmi$ cicaklar 443.6 242.9 
Taravazlar, meyvakoklOlar va kok yumrulan 9063.5 10409.3 
Yemali meyvalar va qoz-find1q, sitrus bitkilari 2753.8 1794.5 
Qahva, cay, mate (paraqvay cay•) va adviyyatlar 22333.2 14546.5 
Danli bitkilar 73241.6 72766.3 
UnOyotma va yarma sanayesi mahsullan, maya, ni~sta 7432.3 5443.5 
Yagh toxum va meyvalar, digar toxum, darman bikilari 1058.1 771.4 
Bitki qan$1qlan va ekstraktlar 183.4 75.4 
Bitki man$ali sair mahsullar 298.1 30.5 
Heyvan va ya bitki man$81i piylar va yaglar 12975.5 13690.6 
8tdan va bal1qdan ahnan hazir mahsullar 3639.7 4118.1 
$akar va $0kardan haz1rlanan qannad1 mamulatlan 23247.4 27605.3 
Kakao va ondan hazirlanan mahsullar 2836.4 7048.6 
Tax1ldan, undan va ya sOddan alman haz1r mahsullar, unlu 
qannad1 mamulatlan 7525.4 8497 
Taravaz. meyva, qoz-find1q va bitkilarin email mahsullan 3307.2 3916.4 
Sair moxtalif arzaq mahsullan 3050.6 3830.4 
Spirtli va spirtsiz ickilar, sirka 2456.4 4714.6 
Yeyinti sanayesinin qal1qlan va tullantilan 1077.4 5110.1 
TOtOn va toti.inOn sanaye avazedicilari 22565.3 19163.2 
Duz, kOkOrd, torpaq va da$. ahang va sement 23281.6 20408.7 
Filizlar, $1aklar va kOI 8397.4 11647.8 
Mineral yanacaq, neft va neft emal1 mahsullan 216342 292614.5 
Qeyri Ozvi kimyanm mahsullan; qiymatli metallar 3923.1 4942.1 
Kimyavi Ozvi birla$malar 4664.6 3531.3 
aczac1l1q mahsullan 23173.6 22419.3 
GObralar 4324.6 4183.2 
A$1lay1c1 va boyay1c1 ekstraktlar, boyalar va laklar 4935 7100.7 
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Efir yaglan, atriyyat, kosmetik va tualet vasitalari 5619.7 7136.2 9636.1 13866.6 16009.2 
Sabun, yuyucu vasitalar va analoji mamulatlar 10011.1 11648.2 14175.8 16500.1 20513.2 
ZOlal tarkibli maddalar, ni$aSta va yapr$qan, fermentlar 1140.6 1039 1694.1 1857.7 2204.1 

Partlayrcr maddalar, kibrit va bazi ah$qan maddalar 3102.4 4100.8 2635.6 3956.9 2816.4 

Foto va kino mallan 239.6 453.8 565.5 829 1235.5 
Digar kimyavi mahsullar 7534.9 16482.7 15816.6 23986.7 33873.3 

Plastik kOtlalar (plastmass) va onlardan hazrrlanan mamulatlar 17779.1 25155.6 52006.1 59935.1 67973.2 

Kaucuk, rezin va ontardan hazrrlanan mamulatlar 11950.2 14430 22228.8 28431.3 36192.8 
Emal olunmam111 gon (xazdan ba$qa) va a$1lanm1$ dari 62 55.4 24.1 8.5 49.3 
Dari mamulatlarr, qadm cantalan va analoji mallar 660.7 539.5 1094.6 1270.3 1608.5 
Tabii va suni xaz, onlardan hazrrlanan mamulatlar 10.9 39.8 5.5 648.5 45.9 

Oduncaq va ondan haz1r1anan mamulatlar 20598.8 22619.3 31175.4 38507.6 51175.7 
Mantar va ondan hazrrlanan mamulatlar 32.1 77.6 194.6 222.4 176.7 

KOia$ va digar horma Ocon materiallardan mamulatlar 1.7 2 6 54.5 25.9 

Oduncaqdan hazrrlanan kOtla va makulatura 1.9 31.8 8.1 48.4 45.5 
Kag1z, karton va onlardan hazrrlanan mamulatlar 21343 22429.2 21693.7 33177.8 35370 
Kitablar, qazetlar va digar poliqrafiya mamulatlarr 3166.5 11671.1 6170.3 9452.1 23015.1 
ipak 11.2 1.5 1107.3 111.5 525 

Yun, zarif va ya qaba heyvan tokO 221.1 1364.2 474.3 611.7 396 

Pambrq 2705.5 1233 1931.6 1218.4 1291.1 
Digar bitki man$ali toxuculuq liflari, pambrq iplik, pambrq iplikdan 
parcalar 854.4 1873.5 2048.4 3340.6 3443.5 

Kimyavi saplar 1632 1028.2 2044.4 2028 4525.7 

Kimyavi liflar 2110.4 2399.7 3337.1 2931.7 1637.8 
Pambrq, keca va sair toxunmamt$ materiallar, kandir, ip 2391.5 2320.5 2492.2 4163 4004.2 
Xalcalar va digar toxunma do11ama ortuklari 444.9 617.4 389.5 793.8 1946 

XOsusi parcalar, krujeva, qobelen, tikmalar 494.3 677.6 353.6 110.8 101.8 
Hopdurulmu$, OzluklO toxuculuq materiallan 375.7 538.5 948 1356.9 1455.4 
Malj1nla va ya alla toxunma trikotaj parcalar 190.3 104.5 153.2 263.1 301.8 

Toxunmu$ trikotaj geyim a$yalarr va lavazimatlarr 2030.2 1210.8 1974 1968.8 3294.5 

Paltar va geyim lavazimatlarr (trikotajdan baljqa) 10893.2 9330.6 13875.7 28922.9 32921 
Digar hazrr toxuculuq mamulatlarr, i$1anmi$ geyimlar 8854.4 4554.7 6763.8 9047.3 9022.9 
Ayaqqab1, ketrlar va analoji mamulatlar 9776.7 10606.4 10004.1 15189.3 15852.6 
Ba$ geyimlari va onlann hissalari 106.2 130.8 473.2 372.5 377.4 
Catirlar, caliklar, oturacaqlar, qrrmanc, qamr;:1lar va onlarrn 
hissalari 161.3 164.6 83.6 216 250.7 
Lalak va qu$ toku; sOni gullar; qu$ toku va insan sar;:mdan 
haz1r1anan mamulatlar 80.7 79.5 180.5 120.7 205 
Da$, gips, sement, asbest, slyuda va analoji materiallardan 
mamulatlar 6101.2 6374.5 11764.7 16113.3 27156.6 
Keramika mamulatlan 9059.1 12518.8 14860.3 23522.4 31292.3 
$0$a va ondan hazrrlanan mamulatlar 5546.1 7000.9 10620 12010.2 19798.4 
Mirvari, qiymatli da$1ar, qiymatli metallar va onlardan hazrrlanan 
mamulatlar, bijuteriya, sikkalar 92.7 238 280.2 1601.3 2513.9 
Qara metallar 26133.1 28667 70504.5 87832.1 123302.5 
Qara metallardan mamulatlar 87462.3 225518.5 386438 466941.1 308061 

Mis va ondan hazrrlanan mamulatlar 326.6 507.2 1770.1 3680.5 1677.6 

Nikel va ondan hazrrlanan mamulatlar 396.6 942.1 171.3 1089.1 275.7 
AIOminium va ondan hazrrlanan mamulatlar 4939.3 8769.6 9910.7 10827.5 13141.4 
Qurguljun va ondan hazrrlanan mamulatlar 101.3 107.1 66.7 610.6 631.3 
Sink va ondan haz1rlanan mamulatlar 51.8 741.2 3725.9 1183.1 92.6 



Qalay va ondan hazirlanan mamulatlar 0 7.4 
Digar azqiymatli metallar; metal keramikas1 231.8 75.3 
Azqiymatli metallardan alatlar, qurgular, bu;aq, qa~1q va 
cangallar 8814.8 9332 
Azqiymatli metallardan haz1rlanan digar mamulatlar 3666.6 6372.3 
Nova reaktorlan, qazanlar, avadanl1q va mexaniki qurgular, 
onlann hissalari 232951 273420.1 

Elektrik ma$mlan va avadanhqlan, aparatura, onlann hissalari 121087.7 122468.7 
Damiryol lokomotivlari va tramvay vaqonlan, digar damiryol 
naqliyyat vasitalari 11414.3 23779.8 
Quru naqliyyat vasitalari {damiryol naqliyyat vasitalarindan 
ba$qa) va onlarm hissalari 44048.6 67304 
Ucan aparatlar, kosmik aparattar va onlarm hissalari 142060.1 9499.3 
Gamilar, qay1qlar va Ozan konstruksiyalar 1060.3 22939.8 
Optik, fotoqrafik, 6190, nazarat, tibbi va ya carrahiyya alatlari va 
aparatlan 35181.6 28018.6 
Bot.On nov saatlar va onlarm hissalari 342.5 790.7 
Musiqi alatlari, onlann hissalari va lavazimatlan 363.4 28.3 
Mebel, yataq tavazimattan, i$1qlandmc1 avadanhqlar, y1gma 
inli8at konstruksiyalan 13980.8 17988 
Oyuncaqlar, oyunlar va idman avadant1qtan 2112.7 3283.8 
MOxtatif haztr mamulatlar 1782 2301.4 
lncasanet asarlari, kotleksiya 9$yalan va antikvariat 72.7 31.2 

Mal qruplari 2001 2002 
A 2 3 

Cami 2314206.1 2167399.7 
Diri heyvanlar 17.1 0.7 
at va atava at qida mahsultan 0 0 
Baliqlar va xercangkimilar, digar su onurgas1zlan 106 54.2 
SOd mahsullan, qu~ yumurtas1, tabii bal va heyvan man$ali digar 
arzaq mahsullan 47.8 
Heyvan man$ali sair mahsutlar 167.5 58 
Canh agaclar va sair bitkilar, kasilmi~ i,;;icaklar 64.6 427.6 
Taravazlar. meyvakOklOlar va kOk yumrulan 856.3 2793.4 
Yemali meyvalar va qoz-find1q, sitrus bitkilari 11982 22976.2 
Qahva, cay. mate (paraqvay cay1) va adviyyatlar 3145.2 5101.4 
Danli bitkilar 0 0 
Unuyi.itma va yarma senayesi mahsullan, maya, ni~asta 696.7 1246.2 
Yagl1 toxum va meyvaler, digar toxum. darman bikilari 3914.1 2981.2 
Bitki qanlji1qlan va ekstraktlar 0 2.1 
Bitki man$ali sair mahsullar 77 27.3 
Heyvan va ya bitki manljiali piylar va yaglar 2957 4264.2 
atdan va bahqdan alman haz1r mahsullar 692.1 1094.3 
~akar va $9kardan hazirlanan qannad1 mamulattan 0 0 
Kakao va ondan haz1rlanan mahsullar 0 0 
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Tax1ldan, undan va ya sOddan alman haz1r mahsullar, unlu 
qannad1 mamulatlan 10.9 22.3 12.5 5.5 33.3 

Taravaz, meyva, qoz-find1q va bitkilarin emal1 mahsullan 2122.8 3925.3 8664.4 11028.6 16772.6 

Sair mOxtalif arzaq mahsullan 149.6 144.8 188.1 494.2 370.5 

Spirtli va spirtsiz ickilar, sirka 3403.4 2107.7 4038.4 4283.1 9400.5 

Yeyinti sanayesinin qaltqlan va tullant1lan 569.2 424.7 149.8 1278.4 2840.2 

TOton va tOtonOn sanaye avazedicilari 24603.2 19967 8652.3 12371.2 25814.2 

Duz, kOkOrd, torpaq va da$, ahang va sement 891.4 372.7 404.1 1217.6 1571.6 
Filizlar, $1aklar va kOI 3421.5 2.6 14.4 48.7 0.5 
Mineral yanacaq, nett va nett emah mahsullan 2113594.5 1927359.1 2227710.7 2972424.6 3337035.1 
Qeyri Ozvi kimyanm mahsullan; qiymatli metallar 11408.2 18972.6 34005.2 51017.7 101271 
Kimyavi Ozvi birla$malar 6739.5 11252.6 12242.8 20957.4 25106.8 

aczac1hq mahsullan 432.4 3585.1 1251 2162.2 573.7 

Gubralar 380.2 131.5 102.4 10.2 

A$1lay1c1 va boyay1c1 ekstraktlar, boyalar va laklar 78.4 192.8 254.2 502.1 575 

Efir yaglan, atriyyat, kasmetik va tualet vasitalari 105.6 41.3 74.5 14.6 61.1 
Sabun, yuyucu vasitalar va analoji mamulatlar 17.9 234.8 787.2 843.4 844 

ZUlal tarkibli maddalar, ni$asta va yap1$qan, fermentlar 31.3 17.8 10.8 11.2 4 
Partlay1c1 maddalar, kibrit va bazi a11$qan maddalar 254.6 67.8 114.6 101.4 22.4 
Fata va kina mallan 2.6 0 5.2 
Digar kimyavi mahsullar 2148.7 1238.2 2104.2 1331.8 3352.8 

Plastik kOtlalar (plastmass) va anlardan haz1rlanan mamulatlar 13165.3 22363 33950.5 67073.4 71658.6 

Kaucuk, rezin va anlardan hazirlanan mamulatlar 655.9 728.9 164 279 210.9 

Emal alunmam1$ gon (xazdan ba$qa) va a$1lanm1$ dari 1566.4 1619.6 2701.1 2572.4 2181 

Dari mamulatlan, qadm cantalan va analoji mallar 6.9 2.1 2.3 4.8 72.2 

Tabii va sOni xaz, anlardan haz1rlanan mamulatlar 0 0 
Oduncaq va andan haz1rlanan mamulatlar 378.8 407.4 1044.3 914.1 826.4 
Mantar va andan haz1rlanan mamulatlar 0 0 
KOia$ va digar horma Or;:On materiallardan mamulatlar 0 0 
Oduncaqdan haz1rlanan kOtla va makulatura 23.8 21.4 52.9 49.4 49.8 
Kag1z, kartan va anlardan haz1rtanan mamulatlar 691.7 400.3 609.5 2625.8 3079.2 

Kitablar, qazetlar va digar poliqrafiya mamulatlan 85.8 150 178.3 308.3 209 
lpak 80.5 34.5 1510.2 605.1 

Yun, zarif va ya qaba heyvan tOkO 74.3 55.3 276.4 51.1 

Pamb1q 15189.5 22911.2 35300 38842.6 44008.2 
Digar bitki man$ali taxuculuq liflari, pamb1q iplik, pamb1q iplikdan 
pari;alar 0 0.5 6.1 9.1 

Kimyavi saplar 23 95.7 298.5 1431.8 3747 

Kimyavi liflar 98.6 0 
Pamb1q, ke90 va sair taxunmam•$ materiallar, kandir, ip 139.8 132.3 100 306.4 1444 

Xali;alar va digar taxunma dO$ama OrtOklari 304 333.3 146 249.9 110.1 

Xususi pari;alar, krujeva, qobelen, tikmalar 0 0 28.8 

Hopdurulmu$. OzlOklO toxuculuq materiallan 12 2 11.2 25.1 19.3 

Ma$mla va ya alla taxunma trikotaj pari;:alar 0 0 29.1 
Toxunmu$ trikotaj geyim a!jlyalan va lavazimatlan 104.5 26.4 118.4 186.2 200.2 

Paltar va geyim lavazimatlan (trikotajdan ba$qa) 313.4 52.8 35.7 381 244.6 
Digar hazir taxuculuq mamulatlan, i$1anmi$ geyimlar 2381.5 3218.6 5144.1 5226 6602 
Ayaqqab1, ketrlar va analoji mamulatlar 5.5 58.9 60.3 167.9 204.3 

Ba$ geyimlari va anlarm hissalari 3 1.7 0.02 1.1 1 
Catirlar, 90liklar, aturacaqlar, qrrmanc, qamr;:1lar va onlann 
hissalari 0.02 0.01 1.2 0.1 0.3 



• - - - - - - - - - - - - - - - - - - - -Lalak va qu$ ti.ikO; sOni gOllar; qu$ tOki.i va insan sacmdan 
hazirlanan mamulatlar o 0.1 0.02 0.1 
Da$, gips, sement, asbest, slyuda va analoji materiallardan 
mamulatlar 17.3 24.2 85.7 112.8 609 

Keramika mamulatlan 19.7 9.2 20.1 86.6 24.3 

~IO$a va ondan hazirlanan mamulatlar 173.7 100.6 102.8 46.2 211.3 
Mirvari, qiymatli da$1ar, qiymatli metallar va onlardan haz1rlanan 
mamulatlar, bijuteriya, sikkalar 29.3 1.2 0.1 4.2 
Qara metallar 5412.3 13796.7 25615.9 42272.3 37618.7 
Qara metallardan mamulatlar 2759.7 5353.5 2507 3088.5 6536 
Mis va ondan hazirlanan mamulatlar 3342.8 3.4 731.7 1312.9 6247 
Nikel va ondan hazirlanan mamulatlar 0 0 12.2 
Aluminium va ondan hazirlanan mamulatlar 6137.4 710.5 25816.9 48939.6 53596.1 
Qurgu$un va ondan haz1rlanan mamulatlar 30 0 8.4 
Sink va ondan hazirlanan mamulatlar 17.6 0 

Qalay va ondan hazirlanan mamulatlar 0.5 0 
Digar azqiymatli metallar; metal keramikas1 5.7 0 36.8 21 
Azqiymatli metallardan alatlar, qurgular, b1r;;aq, qa$tq va 
cangallar 1220.9 1670.6 435.1 1465.1 1340.2 
Azqiymatli metallardan hazirlanan digar mamulatlar 31.8 37.7 16.7 20 187 
Nova reaktorlan, qazanlar, avadanhq va mexaniki qurgular, 
onlarm hissalari 28823.2 26757.4 26605.6 18135.9 21213.6 

Elektrik ma$tnlan va avadanhqlan, aparatura, onlann hissalari 9251.5 2639.5 6155.2 2254.5 6787.4 
Damiryol lokomotivlari va tramvay vaqonlan, digar damiryol 
naqliyyat vasitalari 205.3 878.5 554 1021.2 1153.3 
Quru naqliyyat vasitalari (damiryol naqliyyat vasitalarindan 
ba~qa) va onlarm hissalari 5881.5 2232.7 3555.1 2304 3290.7 
Uyan aparatlar, kosmik aparatlar va onlarm hissalari 2597.1 1133.1 1477.4 1826.2 2996.2 
Gamilar, qay1qlar va Ozan konstruksiyalar 566.9 1105.7 3284.2 138802.3 264840 
Optik, fotoqrafik, olc;O, nazarat, tibbi va ya carrahiyya alatlari va 
aparatlan 6378 9092.8 1920.8 5323.7 2694 
Buton nov saatlar va onlarm hissalari 2.5 0.5 3.9 0.9 6.4 
Musiqi alatlari, onlarm hissalari va lavazimatlan 22.1 21.9 21.7 17.1 16.6 
Mebel, yataq lavazimatlan, i$1qlandmc1 avadanhqlar, y1gma 
in$aat konstruksiyalan 432.6 334.4 1447.5 2748.9 2918.3 
Oyuncaqlar, oyunlar va idman avadanllqlan 66.2 13.9 20.1 14.1 22.7 
MOxtalif hazir mamulatlar 6.7 3.6 4.2 1.3 8.3 
iFlcasanat asarlari, kolleksiya e§yalan va antikvariat 27.6 69 11.4 10.5 12.4 

Ma§gul olan ahalinin iqtisadi faaliyyat novlari uzra bolgusu (min nafar) non-oil 
2006 2001 

2000 2002 2003 2004 2005 2006* 
Yekuna 

aora %-la 3928 3664.9 
agri 0.39409369 0.413981 

iqtisadiyyat uzra - cami 3704.5 3726.5 3747 3809.1 3850.2 3973 100 construction 0.05672098 0.041911 
Kand tasarrofat1, ovcu-luq va rne$a tasarrOfat1 1517.2 1495 1497 1502.7 1510 1548 39 trade and servio 0.17107943 0.173538 
Bahqc1l1q, bal1qyeti§dirrna 2 2.5 2.8 3.3 3.8 4.3 0.1 public administr< 0.06904277 0.070316 
Madanc1xarma senayesi 39.6 42.2 42.3 41.9 42.2 45 1.7 social sector 0.1657332 0.166444 
Emal sanayesi 169.3 169.5 169.9 181.2 188.7 195 4.9 roe I 0.1431 0.134 



• - - - - - -Elektrik enerjisi, qaz va suyun istehsall va bOIO~dOrOlmasi 
Tikinti 
Topdan va parakanda ticarat: avtomobillarin, mai~at 
mamulatlanmn va ~axsi istifada a~yalannm tamiri 
Mehmanxana va restoranlarla xidmatin gostarilmasi 
Naqliyyat, anbar tasarrOfatr va rabita 
Maliyya faaliyyati 
Da~mmaz amlakla alaqadar amaliyyatlar, icara va istehlakr;rlara 
xidmat gostarilmasi 
Dovlat idaraetmasi va mudafia; sosial taminatm vazifalari 
Tahsil 
Sahiyya va sosial xidmatlarin gostarilmasi 
Digar kommunal, sosial va ~axsi xidmatlarin gostarilmasi 
Toxunulmazllq hOququ olan ta~kilatlann faaliyyati 

Volume of investment directed to fixed capital at the expense 
of all financial resources by kinds of economic activities 

-40.5 
153.6 

626.1 
9.8 
167 
13.5 

98 
257.7 
317.9 
168.9 
123.2 

0.2 

2005 

min. manat 

Total, by fields of economy 5769.9 

of which: 
state sector 936.1 

non-state sector 4833.8 
Agriculture, hunting and forestry 40.6 
Fishing 0.04 
Industry 4169.7 

of which: 
1. Mining industry and quarries 3730.3 
of which: 
extraction of crude petroleum and natural gas 3729.3 

II. Manufacturing 115.8 
of which: 
manufacture products leverages and tobacco products 39.4 
textile industry 2.9 

manufacture pulp, paper and paper products and publication 0.01 
manufacturing oil refining products 26.8 
manufacture of chemicals and chemical products 5.6 
manufacture of rubber and plastic mass 1.8 
production of other non-metal mineral products 9.5 
metallurgy indusrty 7.5 
manufacture of machinery and equipment n.e.c. 11.4 
Ill. Electricity, gas and water supply 323.6 

- -39.9 39.8 
178 180 

611.9 618.3 
11.3 11.8 

169.8 178.5 
13.2 13 

97.2 97.5 
265.3 265 
329.9 330 
173.6 173.8 
126.7 126.8 

0.5 0.5 

Investments 
2006 

ratio,% min. manat 

100 5985.7 

16.2 1796.9 

83.8 4188.8 
0.7 57.8 
0 -

72.3 4131.7 

64.7 3279 

64.6 3278.3 

2 96.3 

0.7 46.4 
0.1 11.5 

0 0.7 
0.5 19.5 
0.1 1.5 
0 0.7 

0.2 5 
0.1 2.5 
0.2 0.4 

5.6 756.4 

- - -39.8 39.7 
190.6 194.4 

630.7 638.8 
12.4 14.2 

190.5 191.5 
13.1 13.2 

100 100.6 
269.7 270.5 
330.B 335.3 
174.6 177.2 
127.3 129.5 

0.5 0.6 

Agriculture I 

ratio,% 

100 

Manufacturing I 
Electricity, gas and water 

Construction 
30 Trade and services 

Transportation/communic 
70 a lions 
1 Social sector 

roe 
69 

54.8 

54.8 

1.6 

0.8 
0.2 

0 
0.3 
0 
0 

0.1 
0 
0 

12.6 

- - - - - - -40.2 1 
222.8 5.6 

650.4 16.4 
22 0.6 

201.8 5.1 
13.4 0.3 

106.7 2.7 
271.2 6.8 
339.4 8.5 
180.5 4 
131.7 3.3 

0.6 0 

2006 2001 
non-oil investment 

2707.4 498.8 

0.021348896 0.01664 

0.035569181 0.1251 

0.279382433 0.183039 

0.045541848 0.103248 

0.279345498 0.26263 
0.082736204 0.059944 

0.257 0.25 

Manufacturing 0.04964358 0.046195 
0.05137475 0.046331 

• 



• - - - - - - - - - - - - - - - - - - - -of which: 
manufacture and distribution of electricity 242 4.2 554.3 9.2 
gaz production, distribution of gaz fuel by pipeline 55.9 1 34.6 0.6 
steam and hot water supply 2 0 19 0.3 
collection, purification and distribution of water 23.7 0.4 148.5 2.5 
Construction 46.1 0.8 7.1 0.1 
Wholesale and retail trade; repair of motor vehicles, 

83.2 1.4 113.2 1.9 
motorcycles and personnel and household Qoods 
Hotels and restaurants 2.7 0 10.1 0.2 
Transport and communication 669.2 11.6 756.3 12.6 
Transport 516.2 8.9 544.7 9.1 
land transport, transport via pipelines 362.7 6.3 417.7 7 
water transport 30.7 0.5 24.4 0.4 
air transport 118.1 2 99 1.6 
Communication 153 2.7 211.6 3.5 

Real estate activities 591.9 10.3 560.3 9.4 
of which: 
constructed dwellings 534.1 9.3 503.5 8.4 
Education 39.2 0.7 108.7 1.8 
Health and social work 15.5 0.3 59.9 1 
Other community, social and personal service activities 48.9 0.8 55.5 0.9 



total 
1.000 1.028 1.022 1.067 1.096 1.083 1.3306 

CPI 

deflater 1 1.031 1.06 1.084 1.161 1.053 1.448286 





TEMPLATE 1/LM 

List of objects to be constructed under capital expenditure invesbnent from state budget in 2008-2011 

(AZNl 

Total project cost Disbursed as of 01.03.2007 
Balance expected as of 

2008 forecast demand at 2009-2011 
01.01.2008 contractual prices 

No. 
Project Project Contractor 

Note 
name capacity Construction agency 

Basis Conversion Estimate Contractual work at 
Capacity 

Basis Contractual 
Capacity 

Basis Contractual 
Capacity 

Basis Contractual 
2009 2010 2011 

price factor price price, total contractual price price price price price price 
prices 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 



TEMPLATE 2 /LM 

................ sector 

Information on the Sector and Public Investment in the Sector 

1. SECTOR OVERVIEW AND INFORMATION ON MAJOR PARTICIPANTS 

1.1. Sector overview and the role of the sector in country's economic development; 
1.2. Sector structure and major organization; 
1.3. Sector's major goals and objectives and their linkage with various state programs; 
1.4. Main government activities and service in the sector, and actual increase in their 

indicators for 2003-20061
• 

2. SECTOR EXISTING PROBLEMS, IMPLEMENTED REFORMS IN 2003-2007 AND 
EXPECTED REFORMS IN 2008-2011 

3. MEDIUM TERM (2008-2011) SECTOR GOALSAND STRATEGIES AND 
INVESTMENT PROJECTS PROPOSED FOR ACHIEVING THESE GOALS: 

Sector/sub- Strategies/ Investment Required funding Outcome/results 
sector/goal activities projects total 2008 2009 2010 2011 

4. USE OF PUBLIC INVESTMENT 

4.1. Sources and uses of investment funds attracted from all sources for 2003-2006; 
4.2. Volume of investment expenditure from state budget to the sector for 2003-2007; 
4.3. Sector's funding priorities and major funding sources of public investment (for 2003-

2007); 
4.4. List of crucial state projects suspended in past years (if any), their list, reasons for 

suspension and percent implemenated: 

Project Total Amount Resources Reasons for Project Project 
name project paid needed for suspending starting date suspending 

cost completion implementation date 

1 Give the infonnation on the sector main activities, including te indicators of real growth and development in 2003-
2006, for example, created value added, profit, new job places created. This information could be presented on 2-3 
pages. 



TEMPLATE 3.1 /LM 

PUBLIC INVESTMENT PROJECTS EVALUATION FORM 

3.1 Project background information 

1 The status of the project 1.Proposed new po 2.Project under preparation 3.0n-going project D 
2 Sector 

3 Agency 

4 Project name 

5 Number 

6 Location 

7 Inception/Completion date Start (d/m/y): 
I 
End (d/m/y}: 

8 Goods/services 

9 Capacity 

10 
Project staff responsible for 

Name: Position: Teleghone number: Email: 
following: 

11 -Preparation 

12 -Approval 

13 -Contact person 

14 Priority level of the project 1. Vert. high D 2. High I !Medium D Priority justification: 



TEMP LA TE 3.2/LM 

PUBLIC INVESTMENT PROJECT EVALUATION FORM 

3.2 On-going project implementation report 
min AZN 

1 Sector 

2 Agency 

3 Proiect name 

Project Project 
Project planned 

PIP approved allocation Adjusted PIP allocation Actual PIP allocation Actual project cost 
physical financial 

expenditures execution execution 

YEAR 
% % 

4 5 6 7 8 
9 10 

Domestic External Total Domestic External Total Domestic External Total Domestic External Total Domestic External Total 

2003 

11 2004 

2005 

2006 

2007 
~ 

2008 

12 2009 

2010 

2011 

TOTAL 



TEMP LA TE 3.3/LM 

PUBLIC INVESTMENT PROJECT EVALUATION FORM 

3.3 Foreign funding projection of the project for 2008-2011 

(USO) 

1 Sector 

2 Agency 

3 Project name 

4 Country/Institution Providing 
External Funding 

5 Effectiveness Date 

6 
Type of financing(Grant, 

Loan, Equity) 

7 Total Amount 

8 RepaymenVGrace Period 

9 Interest Rate 
Annual amount planned to be 
disbursed under the funding 

Cumulative agreement As of 2006 2007 2008 2009 2010 2011 

10 Total 

GOAZ's share 

Foreign funding 

Annual disbursement Cumulative Used as of 2006 2007 2008 2009 2010 2011 

11 Total 

GOAZ's share 

Foreign funding 

Average annual exchange 
. As of 2006 2007 2008 2009 2010 2011 

12 rate of other foreign currency 
in respect of US dollar 



TEMPLATE 3.4/ LM 

PUBLIC INVESTMENT PROJECT EVALUATION FORM 

3.4 Financing projection for 2008-2011 by sources (capital expenditure/investment demand) 
(min AZN) 

1 Sector 

2 Agency 

3 Project name 

Total for each Actual 
2007 

Source of 
source of disbursement, as 

approved/ 2008 2009 2010 2011 Remaining 
financing 

financing of end 2006 
adjusted estimate estimate estimate estimate financing 
amount 

6 7 8 9 10 11 12 
4 

State budget 

Own funds 

Foreign loan 

Other 

5 Total 

13 
Exchange rate of 
AZN/USD 



TEMP LA TE 3.5/LM 

PUBLIC INVESTMENT PROJECT EVALUATION FORM 

3.5 Project justification and analysis summary 

1 Sector 

2 Agency 

3 Project name 

4 -Linkages/relations to State Programs; -5 -Contribution to development of non-oil sector; -
6 Project strategic objectives -Contribution to Employment in non-oil sectors; -
7 and expected results 

-Contribution to new technology; -8 -Environmental impact and related investment; -9 -Economic Life of the Project. 

10 Project's Current Status 

Current and Anticipated 
11 Issues, Problems and 

Proposed Measures 

-Net Present Value (NPV) 

12 
Major project analysis 

-Internal Rate of Return (IRR) 
indicators 

-Cost effectiveness analysis (particularly, for social sector projects) 



TEMP LA TE 4/LM 

Information on Capital Expenditure and Intangible Asset Purchase Items of State Budget for 2005-2011 

1 SECTOR: 

2 AGENCY: 

BUDGET EXPENDITURES ACCORDING TO 
SCOPE OF WORK (by years) THE ARTICLES OF ECONOMIC 

CLASSIFICATION (IN AZN) 
TOTAL EXPENDITURES 

Capital expenditures Fixed assets (article N 
(article N 282200 ) 310000) 

3 4 5 

2005 (actual) 

6 
2006 (actual) 

2007 (expected) 

7 

2008 (forecast) 

2009 (forecast) 

8 
2010 (forecast) 

2011 (forecast) 



TEMPLATE 1/REG 

List of objects to be constructed under capital expenditure investment from state budget in 2008-2011 

lAZN1 

Total project cost Disbursed as of 01.03.2007 
Balance expected as of 

2008 forecast 
demand at 2009-2011 

01.01.2008 contractual prices 
Project Project Contractor 

No. 
capacity Construction Note 

name agency 
Basis Conversion Estimate Contractual work at 

Capacity 
Basis Contradual 

Capacity 
Basis Contractual 

Capacity 
Basis Contractual 

2009 2010 2011 
price factor price price, total contra dual price price price price price price 

prices 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 



TEMPLATE 2/REG 

Information on Capital Expenditure and Intangible Asset Purchase Items of State Budget for 2005-2011 (for 
region/city/local executive organs ) 

1 SECTOR 

2 REGION 

3 AGENCY 

BUDGET EXPENDITURES ACCORDING TO 
SCOPE OF WORK (by years) THE ARTICLES OF ECONOMIC 

CLASSIFICATION (IN AZN) TOTAL EXPENDITURES 

Capital expenditures Fixed assets (a 
(article N 282200} 310000) 

4 5 6 

2005 (actual) 

7 
2006 (actual} 

2007 (expected) 

8 

2008 (forecast) 

2009 (forecast) 

9 2010 (forecast} 

2011 (forecast) 



TEMPLATE 3/ REG 

PUBLIC INVESTMENT PROJECTS EVALUATION FORM (for region/city/local executive organs) 

3.1 Project background information 

1 The status of the project 
1.Proposed new D 2.Project under preparation D 3.0n-going project D 
project 

2 Sector 

3 Rayon/city 

4 Agency 

5 Project name 

6 Number 

7 Location 

8 Inception/Completion date Start ( d/m/~}: End (d/m/~}: 
I 

9 Goods/services 

10 Capacity 

11 
Project staff responsible for 

Name: Position: 
TeleQhone 

Email: 
following: number: 

12 -Preparation 

13 -Approval 

14 -Contact person 

15 Priority level of the project 1. Ver.:J. high D 2. High I ~edium D Priority justification: 



Instruction for completing the 2008-11 Public Investment 
Program Call Circular 

List of objects to be constructed under capital expenditure investment from state budget 
in 2008-201l(Template 1/LM) 

1- Give the number 
2- Give the full name of the project 
3- Indicate the project capacity, for example, construction of 10 schools, construction 10 km 

road 
4- Give the project cost according to the basis price 
5- Give the conversion factor used for this project 
6- Give the project cost according to the estimate 
7- Give the project cost according to the contract 
8- Give the total cost of construction -assembly works at contractual prices 
9-11 Indicate the capacity, basis prices and contract actual expenditures for the given year 
12-14 Indicate the capacity, basis prices and contract remaining balance of expenditures for the 
given year 
15-17 Indicate the capacity, basis prices and contract fore casted expenditures for the given year 
18-20 Indicate the contract demand for the given years 
21- Give the full name of the contractor 
22- For the various notes 

PUBLIC INVESTMENT PROJECTS EVALUATION FORMS (3/LM) 

3-1 Project background information 

1- Indicate the project status among the options: proposed new project, project under 
preparation (please submit the feasibility study, if it is not provided before) and on-going 
projects 

2- Give the name of sector. For example, Energy sector, Education sector 
3- Give the name of executive agency. For example, Azerenergy, Ministry of Education 
4- Give the full name of the project 
5- Give the number of the project, if it is available from the credit agreement. For example, 

3923-AZ 
6- Give the location of the project. For example, Balm city, Sumgayit city 
7- Give the start and completion dates of the project (day/month/year) 
8- Indicate the goods and services that the project is planned to produce, for example, the road 

construction, power station rehabilitation, airport construction 
9- Indicate the project capacity in terms of cost and output. For example, 20 mln USD I 10 

schools, 100 km of road 
10-Give full name, position, telephone number and e-mail address of project responsible 

persons 
11-Give full name, position, telephone number and e-mail address of person responsible for 

project preparation 
12-Give full name, position, telephone number and e-mail address of person responsible for 

project approval 
13-Give full name, position, telephone number and e-mail address of project contact person 
14- Indicate the priority of the project with justification based on the country economic and 

sector strategy development goals 



3.2 On-going project implementation report 

I- Give the sector name 
2- Give the agency name 
3- Give the full project name 
4- Give the amounts of project planned allocation both from local and external 

financing 
5- Give the amounts of approved PIP allocation both from local and external financing 
6- Give the amounts of adjusted PIP allocation both from local and external financing 
7- Give the amounts of actual PIP allocation both from local and external financing 
8- Give the amounts of actual project expenditures both from local and external 

financing 
9- Calculate the Project physical execution percentage(%)= (Actual project works/ 

Project planned works) X 100 
I 0-Calculate the Project financial execution percentage (%)=(Actual project 

expenditures I Project planned expenditures) X IOO 
I I-Give the information requested in items 4/-8/ for past years 
I2-Give the information requested in items 4/-8/ for forthcoming years 

3.3 Foreign funding projection of the project for 2008-2011 

1- Give the sector name 
2- Give the full agency name 
3- Give the full project name 
4- Indicate the country or institution name providing foreign financing, for example, German 

Government, Asian Development Bank. If there is more than one external funding please 
fill in additional parts of this form. 

5- Give the effectiveness date of the project, that could be same or different from the date of 
agreement 

6- Indicate the type of financing: credit, grant and equity 
7- Give the total amount in USD 
8- Indicate the grace period, usually 3-5 year during which the disbursement of funds and 

interest payment are made, and the amortization period - period for credit principal amount 
repayment. 

9- Indicate the annual interest rate 
10- Give the breakdown of planned disbursement according to the funding agreement for given 

years 
11- Give the breakdown of actual disbursement for given years 
12-Give the average annual exchange rate if the funds received in foreign currency other than 

US dollar (Euro, Japanese yen) 

3.4 Financing projection for 2008-2011 by sources {capital expenditure/investment 
demand) 

1- Give the sector name 
2- Give the full agency name 
3- Give the full project name 
4- Indicate the source of financing. The project could be financed from different sources: state 

budget as government share in the project, enterprises' own funds, foreign credits and other 
sources like grants and local credits 



5- Indicate the total project cost in AZN 
6- Give the exchange rate AZN/USD 
7- Indicate the actual disbursement of the project for given year 
8- Indicate the approved and adjusted amount of financing for given year 
9-11 Indicate the estimated amount of financing for given years 
12- Indicate the remaining amount of financing 
13- Use the following exchange rate for the years indicated in 8-12 column 1USD=0.86 AZN 

3.5 Project justification and analysis summary 

1- Give the sector name 
2- Give the agency name 
3- Give the full project name 
4- Indicate the project linkages and relations with the state programs, like, SSDP - Sector 

Strategy Development Plan, SRPRSD - State Program on Poverty Reduction and 
Sustainable Development, SPSEDR - State Program on the Social-Economic Development 
of the Regions 

5- Indicate the contribution to the development in non-oil sector 
6- Indicate the project contribution to the development of employment in non-oil sector 
7- Indicate the contribution to the development of new technology 
8- Indicate the project environmental impact and related investment 
9- Give the project economic life, for example I 0 years 
I 0- Indicate the detailed information on project performance 
I I-Indicate the project current and anticipated issues, problems and proposed measures, for 

example, shortage of financing weak legal basis, natural disasters 
12-Provide the major project analysis indicators like NPV, IRR and CEA in financial and 

economic pnces 
Net Present Value (NPV) is calculated through the formula 
T I 
l:(Bt-Ct)--
t=O (I +i)t 
where B and C represent the Project's benefits and costs, respectively, in a given year (t) during 
a period of a number of years (T=O ....... n), equal to the project's construction time plus its 
economic life. "i" represents the discount rate used in transforming the future benefits and costs 
to their present equivalent values. 
Internal Rate of Return (IRR) is the particular rate of discount that equates the present value of 
the flow of net benefits during the economic life of the project to the present value of the total 
investment costs. It is calculated through the formula: 

T Bt Ct T Kt 

I =I 
t=O (I +r )t t=O (I +r )t 
where Kt represents investments in year and r the particular rate of discount (IRR) under which 
the equation holds true. Cost effectiveness aims at identifying the least cost alternative among a 
number of projects that will all produce the same outcome. 
Conversion ratio Other Financial/Economic Analysis: the above named indicators of the results 
of project analysis can be calculated by using market prices (financial analysis) or economic 
prices (economic analysis). It will be preferable to have calculated through both financial and 
economic analysis. 

Information on Capital Expenditure and Intangible Asset Purchase Items of State Budget 
for 2005-2011 Template 4/LM 



1- Give the sector name 
2- Give the agency name 
3- Indicate the expenditures in AZN according to the article N 282200 of Economic 

Classification under the Unified Budget Classification 
4- Indicate the expenditures in AZN according to the article N 310000 of Economic 

Classification under the Unified Budget Classification 
5- Indicate the total expenditures in AZN according to the articles N 282200 and N 310000 of 

Economic Classification under the Unified Budget Classification 
6- Provide the detailed information on the actual scope of work for the indicated years 
7- Provide the detailed information on the anticipated scope of work for the indicated years 
8- Provide the detailed information on the forecasted scope of work for the indicated years 



Instruction for completing the 2008-11 Public Investment 
Program Call Circular 

List of objects to be constructed under capital expenditure investment from state budget 
in 2008-2011 (Template 1/REG) 

1- Give the number 
2- Give the full name of the project 
3- Indicate the project capacity, for example, construction of 10 schools, construction 10 km 

road 
4- Give the project cost according to the basis price 
5- Give the conversion factor used for this project 
6- Give the project cost according to the estimate 
7- Give the project cost according to the contract 
8- Give the total cost of construction -assembly works at contractual prices 
9-11 Indicate the capacity, basis prices and contract actual expenditures for the given year 
12-14 Indicate the capacity, basis prices and contract remaining balance of expenditures for the 
given year 
15-17 Indicate the capacity, basis prices and contract forecasted expenditures for the given year 
18-20 Indicate the contract demand for the given years 
21- Give the full name of the contractor 
22- For various notes 

Information on Capital Expenditure and Intangible Asset Purchase Items of State Budget 
for 2005-2011 (Template 2/REG) 

1- Give the sector name 
2- Give the agency name 
3- Indicate the expenditures in AZN according to the article N 282200 of Economic 

Classification under the Unified Budget Classification 
4- Indicate the expenditures in AZN according to the article N 310000 of Economic 

Classification under the Unified Budget Classification 
5- Indicate the total expenditures in AZN according to the articles N 282200 and N 310000 of 

Economic Classification under the Unified Budget Classification 
6- Provide the detailed information on the actual scope of work for the indicated years 
7- Provide the detailed information on the anticipated scope of work for the indicated years 
8- Provide the detailed information on the forecasted scope of work for the indicated years 

PUBLIC INVESTMENT PROJECTS EVALUATION FORMS (3/LM) 

3-1 Project background information 

1- Indicate the project status among the options: proposed new project, project under 
preparation (please submit the feasibility study, if it is not submitted before) and on-going 
projects 

2- Give the name of sector, for example, Energy sector, Education sector 
3- Give the name of rayon or city 
4- Give the name of executive agency, for example, Azerenergy, Ministry of Education 
5- Give the full name of the project 
6- Give the number of the project, if it is available from the credit agreement, for example, 

3923-AZ 



7- Give the location of the project, for example, Sumgayit city, Guba region 
8- Give the start and completion dates of the project (day/month/year) 
9- Indicate the goods and services that the project is planned to produce, for example, the road 

construction, power station rehabilitation, airport construction 
10- Indicate the project capacity in terms of cost and output, for example, 20 min USD I 10 

schools, 100 km ofroad 
11- Give full name, position, telephone number and e-mail address and date of project 

responsible persons 
12- Give full name, position, telephone number and e-mail address and date of person 

responsible for project preparation 
13-Give full name, position, telephone number and e-mail address and date of person 

responsible for project approval 
14- Give full name, position, telephone number and e-mail address and date of project contact 

person 
15- Indicate the priority of the project with justification based on the country economic and 

sector strategy development goals 



~ ~~); ~a~~~ usA10
1 ~~ FROM THE AMERICAN PEOPLE 

Public Investment 
Policy Project 

Memo 
To: Janusz Syzmer, COP 

From: Samim Cilem, PEM expert 

Date: Feb. 1, 2007 

Subject: Call Circular for draft PIP 2008-11: discussion for changes 

Below are discussion points for possible changes to the PIP CC this year. The general idea is to 
keep the integrity of the process but simplify and target the information requests from the budget 
organizations. Informing in detail and training intensively the staff at the MOED and the budget 
organizations will improve the quality of CC responses this year relative to last year's CC 
responses. 

One of the considerations in changing the CC Forms this year is to define exactly, what the PIP 
process and the MOED are trying to accomplish. For example, if there will be an electronic data 
base installed sometime in the near future to manage the public investments projects portfolio, then 
the requirements would be different than if that were not the case. 

1. An instructions booklet that explains each Form in the CC and how to fill each line should 
be appended to the CC. Many of the specific changes on the CC Forms, suggested below, 
would be elaborated on in these instructions. 

2. The CC may have to have at least 2 versions: one for line ministries/agencies and one for 
region/city/local executive organs (a simpler version which considers characteristics of 
local investment projects). Another variant of CC may differentiate between Call Circulars 
to ministries/agencies that are in social sectors versus in infrastructure sectors (this may 
have to wait for a later year). 

3. A new Form which accounts for realistic recurrent costs of investments beyond realization 
of constructions (a methodology for calculating to be given in the CC instructions). 

4. Projects proposals should identify specific indicators or output measurements by which the 
projects can be monitored and evaluated. 

5. The ongoing projects should be more clearly identified from the newly proposed projects. 

6. Include in the CC package a template for Project Concept Paper and instructions on how 
to fill it 

7. A numbering system to identify sectors, sub-sectors, programs, years, etc. should be 
considered. 

8. The CC responses should be in electronic format (MOED should provide e-PIP CC; 
determine font size, style, etc.) This would primarily help the MOED/PIP staff but possibly 
make the work of budget organizations more difficult. 
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9. FORM 1: 
Eliminate line 4.4., which requests copies of all documents on protocols and agreements 

on tenders undertaken in the previous year. 

10. FORM 2: 
Form 2.1 Specify units on amounts/volumes of projects; 

Specify prioritization criteria; 

Form 2.2. Add a column for "remaining financing" beyond the next PIP years. Some 
projects may have implementation periods that goes beyond the next four years. 

Reword Azerbaijani language of 'Total Project Cost' ['layihenin umumi degeri'] to 
something that means 'total amount' from each financing source. 

Form 2.3. The information requested is about finances of external borrowing and appears 
mostly in the purview of the Finance Ministry. The information requested may be 
simplified. 

11. FORM 3: 
Define (capital expenditure) budget classification items 282200 and 310000. Decide 

whether expenditure items 311320, 312000, and 313000 qualify as PIP 'investment' 
expenditure. 

The request for information on the past capital expenditure amounts should start from year 
2005. Prior to 2005, the information will be not be easy to get (or meaningful) because the new 
budget classification came into effect in 2005. 

12. FORM 4: 
The columns for cost estimates, which give '1991 Basis Prices' and 'Conversion Factors' 

for the current prices, should be eliminated. However, the practice has been in effect since 
1992 and is backed by legislation. To address the issue will be politically complicated. On the 
practical level, we need to decide whether the construction/architecture institutes which are 
responsible for making project cost estimates are able to retool for new set of calculations. 
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FORMPP-1 

Project proposal 

1 Sector 

2 Agency name 

3 Project name 

4 
Contact person name and his 
lnosition 

5 Contact person phone number 

6 Contact person e-mail address 

I .Infrastructural projectD 

2.Social project D 
7 Type of investment project 

LJ 3 .Innovative project 

4. Productive project LJ 

8 Objectives of proposed project 

9 Anticipated results 

10 
How the work will contnbute to sustamable development m the 
sector 

11 
Risks and uncertamties to consider dunng the project 
imnlementation 

12 Alternative projects considered 

13 Project territory (regional) coverage 

14 Information about the of buildings, equipment and works features 

15 Amount of labor to be employed 

Estimated project cost (1+2) 

16 1 - cost for project preparation 

2 - cost for project realization 

17 
The planned current expenditures after the investment project 
implentation 

18 Structure of investment project with breakdown by components 

19 Proposed duration of investment project preparation 

20 Proposed duration of invetsment project implementation 

Proposal on defining of authorized executing agency and brief 

21 description of the proposed agency's previous experience with the 
same and/or similar types of proposed project 



Public Investment Program Preparation and Approval Process: 
Status and Recommendations 

The purpose of this summary note is to provide an overview of the existing institutional set-up, 
current procedures and practices used in Azerbaijan in preparation and approval of the public 
investment projects from the stage of project's identification through its inclusion to the Public 
Investment Program (PIP). The note provides an overview of the main stages and participants 
(as well as their responsibilities) of the existing PIP process and recommendations for its 
improvement. 

I. Public Investment Program: Preparation Cycle 

1.1. Identification and Submission of the project proposals 

The Public Investment Program is financed through the State Budget and includes three 
categories of expenditures: 

1. Capital improvement and rehabili ta ti on projects funded from the line ministries' 
(LM) medium-term budgets; 

2. Investment projects as listed in the Sector Public Investment Programs (i.e. 
domestic projects based on line ministries' Sector Strategy Development 
Programs (SSDP); and 

3. Co-funded investment projects (shared through lending from the International 
Financial Institutions and line ministries' expenditures (i.e. government share in 
foreign-funded projects). These projects are normally accompanied with the 
sovereign guarantees. 

To characterize separately each category: 

1. Capital improvement and rehabilitation projects funded from line ministries'(LM) 
medium-term budgets: 

Every year the line ministries submit their responses to the Ministry of Finance-issued Budget 
Call Circular. In accordance with the formal budget classification the expenses related to 
capital projects funded from line ministries' medium-term budgets (i.e., mainly reconstruction 
and renovation works) are reflected in the category "capital expenditures" (the classification 
number 282200). 

The line ministries submit their budget responses with requests for capital expenditures needed 
for reconstruction and renovation of the existing and construction of the new assets. The 
budget is based on the estimates calculated in the feasibility study1

, prepared by a specialized 
design institute. In conformity with the new practice effective 2006, LMs along with the all 
supporting documents need to submit the expert appraisal of this reconstruction and renovation 
from the Construction and Architecture Department under the Ministry of Emergency 
Situations. Notably, the requests without this expertise will be rejected by the Ministry of 

1 Existing feasibility studies suffer from a number of drawbacks. Many important aspects of the Project Benefit 
and Cost Analysis are being neglected in the existing feasibility studies of projects. The analysis is of common 
character, neglecting shadow prices, calculation ofNPV of future cash flows, conversion factors, [RR and etc. 



Finance. Following this, the package of documents (budget estimates, feasibility study and 
expert appraisal) is considered by the relevant department of the Ministry of Finance. For 
example, the request from Ministry of Health is considered by the Social Sector Financing 
Department of the Ministry of Finance. Once the sector department reviews the requests, they 
will be submitted (along with the LMs' recurrent budget) to the Budget Department of the 
Ministry of Finance. There all budget requests are consolidating in one document - the State 
Budget. 

2. Investment projects as listed in the Sector Public Investment Programs (i.e. domestic 
projects based on line ministries' Sector Strategy Development Programs (SSDP): 

Along with the Budget Call Circular, LMs submit budget requests for public investment 
projects. The approved projects then get consolidated in the Public Investment Program (PIP). 
The PIP Call Circular is issued annually by the Ministry of Economic Development. The PIP 
requests contain information on: the nature of a project, importance for sectoral development, 
expected budget, and technical calculation as related to the project. The requests normally 
need to have relation to the relative LMs' Sector Strategic Development Plans, or in the 
National Development Programs (specifically, the State Program for Poverty Reduction and 
Sustainable Development (SPPRSD,) and the State program for Socio-Economic Development 
of Regions (SPSEDR)). A Project Proposal Package is prepared either by LM itself through 
the relevant research institutes, or with the help of a foreign creditor in the case of foreign loan. 
The Ministry of Economic Development reviews the PIP submissions approves/reject projects 
commensurate to the medium-term development objectives of the sector, importance for the 
economy, and relation to GOAZ poverty reduction and regional development priorities. 

3. Co-funded investment projects (shared through lending from the International 
Financial Institutions and line ministries' expenditures (i.e. government share in 
foreign-funded projects). These projects are normally accompanied with the 
sovereign guarantees: 

In the case of a foreign-funded project (whereby GOAZ co-shares normally 20-25%), the 
investment project proposal package is prepared by an external consulting firm funded by the 
foreign creditor (normally, ADB, IBRD, EBRD, IDB, others). Once the proposal package is 
prepared, it. is submitted to the Cabinet of Ministers' Department that coordinates the State 
Guaranteed Credits, Technical Assistance and Grants (the Coordination Department). The staff 
of the Coordination Department further reviews the project and produces recommendation for 
GOAZ acceptance. The project package normally contains the following documents: project 
description; economic and financial terms and condition; a feasibility study, which provides the 
detailed analysis of technical and financial viability of a project, leading to the development of 
a Project Appraisal Document (PAD). 

With respect to the international creditor proposal, the Coordination Department distributes the 
investment proposal package for review and comments to the Ministry of Finance (financial 
terms and conditions of the project, size of government share in the project), the Ministry of 
Economic Development (compliance with the medium-term economic and social development 
program and social-economic policy priorities)2

, the Ministry of Taxes (compliance with the 
tax policy of the country), the Ministry of Justice (the legal opinion and responsibilities of the 
parties), and the National Bank (compliance with the exchange regime arrangements). 

2 In confonnity with the Resolution of the Cabinet of Ministries N.75 dated May 24, 2004 on "State Budget 
Preparation and Execution Procedures" 
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The Coordination Department within two months· summarizes the comments received from the 
involved institutions, considering all conditions for providing the loan, the issue of the project's 
priority and strategic importance, and prepares its recommendations for the Prime Minister 
Office. 

1.2. Approval of the project proposals 

In the case of the capital expenditures requested by line ministries (budget requests), the 
approval of the expenditures is processed by the Budget Department of the Ministry of 
Finance. MOF, in turn, coordinates approval with the Public Investment Division of the 
Ministry of Economic Development. After the extensive discussions the relevant expenditures 
are included in the Public Investment Program. 

The investment projects and programs submitted under the PIP Call Circular and request 
financing from Public Investment Program are approved by the Ministry of Economic 
Development in consultation with the Ministry of Finance. After consensus and approval the 
investment projects are included in the Annual Public Investment Program. 

In respect to the foreign-funded projects, the Prime Minister Office considers and appraises the 
investment project proposal based on comments of the ministries, involved in the review 
process, and takes a decision: 

i. reject the project; 
u refer the PAD back to the executing agency for further preparatory work 
and resubmission to the Prime Minister Office; or 
iii. accept the project. 

Once the project is approved by the Prime Minister Office, the project proposal package is 
submitted for the consideration by the President Office. The President approves the project of 
the line ministry by issuing a special decree. In respect to a credit or loan, there is a ceiling on 
contracting a new foreign debt, which amount ceiling is set out in the state budget3• The limit 
covers the borrowing on concessional as well as commercial terms. 

Considering all the above-mentioned, the authority to sign credit agreements or loan guarantee 
agreements is rendered by a special resolution of the President of Azerbaijan Republic to the 
authorized person (or agency) in the Government. Once a loan agreement is drafted, its draft is 
subject to legal opinion to ensure its conformity with the Azerbaijan legislation. Thereafter the 
loan is registered in the so-called State Register of External Debt with a special code attained. 
The Ministry of Economic Development includes the project in the Public Investment Program 
and the Ministry of Finance includes the relevant government funding share (investment 
expenditures) in the state budget for the years of the project implementation. 

1.3. Public Investment Program preparation 

The Public Investment Program covers all public investment expenditures financed only by 
state budget. Other investment expenditures of the extra-budgetary institutions (i.e., the State 

3 In 2004 State budget is 199 min. AZN, in 2005 State budget is 394 mln. AZN, in 2006 State budget is 540 min. 
AZN. According to the existing methodo1ogy the amount of the disbursed and outstanding public external debt 
should not exceed the ratio of outstanding debt to GDP of 40%. 
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Social Protection Fund (SSPF) and State Oil Fund of Azerbaijan (SOF AZ)4
) are not included 

in the state budget. Moreover, SSPF and SOF AZ investment expenditures stay outside of 
project expenditures classification in the consolidated budget reporting. 

At early stages of the PIP preparation process the Ministry of Economic Development 
(MOED) and Ministry of Finance (MOF) jointly prepare a medium-term Public Investment 
Policy and Program reflecting the list of investment expenditures for existing and new projects. 
These projects are of nature described above in sections b) and c). These projects are 
considered and reviewed by MOED and MOF for compliance with the medium-term economic 
and social development program and social-economic policy priorities. 

Once the draft PIP is submitted to the Cabinet of Ministries for review, consideration and 
approval, the total amount of PIP expenditures remain unchanged. In here the projects are 
ex/included based on publicly unknown justification and grounds. 5 Then, the total budget of 
the investment expenditures is approved by the Parliament as a part of the state budget 
package. Notably, the Parliament approves the total amount of PIP and the detailed 
information on the composition of the PIP portfolio is submitted to the Budget Committee. 

In 2006, in contrast to previous years, the breakdown of PIP by sectors was included in the the 
submitted package of State budget 2006. As mentioned earlier, prior to 2006 a single figure in 
the state budget represented the total amount of the investment expenditures. The breakdown 
of investment expenditures (i.e., the investment projects list itself) used to be modified and 
approved by the separate order from the Cabinet of Ministries after the state budget approval 
was granted in beginning of the budget year. Hence, the tendency for the last-minute 
reallocation of investment spending continues. 

As a result of disintegrated investment policy, development agenda and budgeting, there are 
three versions of the Public Investment Program document with different content and same 
total amount of investments. Specifically: 

1) Draft medium-term PIP prepared jointly by MOED and MOF (not adopted); 

2) PIP, list of investment projects' shares by sectors and total amounts, submitted for approval 
by Parliament within the State budget package; and 

3) PIP, the annualized list of projects, modified and approved by the Cabinet of Ministers' 
Resolution dated a month later after the state budget is adopted (formal PIP approved and 
followed by GOAZ). 

4 The investment projects financed by the State Oil Fund of Azerbaijan (SOFAZ) are not included in PIP. 
However, there are investment projects directly funded by SOFAZ. In the SOFAZ's 2006 budget there are two 
projects amounted to 127 min AZN. 

' PIP approved by the Cabinet of Ministries is a concise document that merely consists of the annual breakdown 
of investment projects by LMs without any reference to the national or sector investment policies, macroeconomic 
perspectives, sector background and/or other necessary requisites of a sound Public Investment Program. 
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II. The participants of the Public Investment Program preparation process and their 
functions 

Public Investment Program preparation activities involve the participation of a number of 
government institutions with various responsibilities. These bodies and their responsibilities 
are summarized below: 

2.1 President's Office, the Parliament (Milli Majlis) 

• Review and clearance of the budget by relevant departments of the President's Office; 
• Readings and approval of the state budget and Public Investment Program; 
• State budget approval by the President; 
• State Consolidated Budget ratification by Parliament. 

2.2 Cabinet of Ministries 

• Sets the rules and guidelines in the preparation of investment and technical assistance 
implementation; 

• Takes the decisions about preparation, starting the implementation, continuation and 
financing of the investment projects; 

• Approves a project list of the Public Investment Program within the medium-term 
economic and social development program; 

• Appoints the responsible and controlling agency for each investment project, 
determines their obligations. 

2.3 Ministry of Economic Development 

• Key role in the preparation of the medium-tenn Public Investment Program m 
consistency with medium-term economic and social development program; 

• Get quarterly reports on the physical execution of the investment projects; 
• Summarizes and stores the information on investment projects, on request prepares the 

reports to the Cabinet of Ministries, Presidential Office and other official institutions, as 
well as foreign and international agencies; 

• Co-operates with all institutions involved in public investment projects preparation and 
implementation (Ministry of Finance, line ministries). 

2.4 Ministry of Finance 

• Participate in the discussion of the government investment strategy and medium-term 
Public Investment Program; 

• Issue the guarantees on foreign loans based on the ceilings set out in the state budget; 
• Register all foreign loans and maintain the loan inventory; 
• Supervise the operations and activities of projects at the implementation and after the 

completion stages of projects, control financial execution of the investment projects; 
• Conducts audits of the projects as needed; 
• Provision of PIP projects investment expenditures in the state budget; 
• Co-operates with all institutions involved in public investment projects preparation and 

implementation (Ministry of Economic Development, foreign creditors, line ministries). 

2.5 Line Ministry (executing agency) 
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• Prepares the project proposal package according to established order; 
• Organizes and manages preparation and implementation of the investment project 

through established Project Implementation Units (PIU); 
• Reports to the Ministry of Finance and Ministry of Economic Development on monthly 

basis about course of the project according to established order; 
• Stores the project documentation; 
• When project is completed, submits the Final Report to the Ministry of Economic 

Development and Ministry of Finance. 

III. Recommendations 

A good Public Investment Program is aimed at ensuring different although interrelated 
functions: 
- improving economic management, to ensure that macroeconomic sector strategies are 
translated into programs and projects; 
- improving coordination and channeling financial resources to priority areas; 
- assisting public financial management, by balancing commitments and resources over a 
multi-year framework; and 
- strengthening the project cycle by providing a framework within which project preparation, 
implementation, and monitoring can occur. 

Perhaps the most significant benefit that Azerbaijan could receive from good PIPs is that the 
process of PIP preparation itself gives an opportunity to review, and then integrate into the 
budget, investment expenditures that were previously non-budgeted. PIP exercises contribute 
also to extending the horizon of financial programming and planning beyond the annual 
budget, and the perspective of policymakers in a more realistic way. 

Finally, if conducted rigorously and with full local participation, the process can be an 
invaluable capacity-building tool, and a way to introduce financial discipline and the awareness 
of opportunity cost into the informal rules of the local bureaucracy. Finally, a good PIP process 
can set the stage for the eventual medium-term programming of all expenditure which is the 
optional way of incorporating the needed multi-year perspective into the budget process. 

The broad goals of public investment programming are to: (i) raise investment efficiency by 
improving project quality; (ii) bring investment allocation in line with country policies and 
priorities; (iii) assure consistency between investment programs and available financing at; and 
(iv) lead in time to a more comprehensive multi-year expenditure framework. 

All these goals require sufficient control by the government over project selection and strategic 
allocation of funds -assuming a reasonable degree of integrity and efficiency in the country's 
governance and public management. 

The directions and sequencing of reforms in public investment programming stem directly 
from those four goals. For better project quality and investment efficiency: 
- The first priority is to design institutional procedures, improving the current procedures and 
practices, and introducing new techniques and formats. It is, therefore, quite natural that the 
current system needs several new or improved key institutions, procedures, and analytical 
techniques and formats for the formulation, preparation, and approval of a sound public 
investment policy and program. 
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- Also essential is the capability for economic appraisal of projects. The projects should be 
prioritized and selected on the basis of the cost-benefit analysis as well as a combination of 
policy-based and quantitative criteria. · 
- Third, an agile procurement process that minimizes the opportunities for corruption, and 
effective physical monitoring of project implementation and completion are a must. 
Strengthening the audit function and obtaining systematic feedback from local entities can be 
extremely useful. 

For the other three objectives of public investment programming: 
- It is important to have a procedure for early decision of whether the investment allocation 
corresponds to aggregate and sectoral policies, and the ensuing preliminary definition of the 
sectoral expenditure envelopes. 
- Also, through good investment management and coordination, regulations are needed for 
assessment of the probability of financing for various projects, and strong regulation should be 
in place to assure that only projects with certain financing are included in the investment 
program. 
- Finally, a realistic procedure and minimum capacity for estimating the total cost of 
investment projects and their recurrent costs is a must. The absence of these estimates, 
however, is sufficient in itself to cast a cloud on the usefulness and integrity of the public 
investment programming process. Conversely, the experience gained through these forward 
estimates can be invaluable for the eventual move to a comprehensive multi-year expenditure 
approach. 
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Diagram 1. Procedures for PIP approval 
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Overview 
This document describes current and proposed technical and organizational procedures used for 
formulation and management of the public investment policy and program in Azerbaijan and 
compares the current and proposed practices with those in Kazakhstan. It is designed to assist the 
Government of Azerbaijan to reform the PIP planning and management at the macro, sectoral and 
project levels through the design and introduction of best practices. 

There are several practical reasons for choosing Kazakhstan for comparison of public investment 
planning processes. I) The political system of Kazakhstan and Azerbaijan are very similar. Both 
countries are Presidential Republics with independent legislative and judicial branches. In both 
countries COM is designed to provide required technical and coordination services and support to 
Presidents. 2) Economic planning and management structure within the government are more or less 
similar in both countries. Economic planning and management of public expenditures are divided 
between the two ministries. In Kazakhstan MOEBP is responsible for economic and budget planning 
(including medium-term national development strategies, MTFF, PI Program and the annual budget). 
MOF is responsible for operational management of public revenues and expenditures. In 
Azerbaijan economic and budget planning and management are divided between MOED and MOF1

• 

COM is designed to coordinate and consolidate economic and budget planning activities, as well as 
activities of all other line ministries both in Azerbaijan and Kazakhstan. 3) Both countries face 
similar challenges in translating natural endowments into the long-term sustainable development and 
in effectively managing significant flow of revenues from the sale of natural resources. These 
countries also share significant similarity in terms of the status and rate of economic and social 
development. Both of them are leaders by the rate of economic growth in the CIS region. 4) 
Kazakhstan has established a comprehensive institutional and regulatory framework for effective 
planning and management of public investments, which is designed in line with international 
practices. 5) Similarities in political and economic management processes and achievements in 
reforming the PIP planning lend Kazakhstan a suitable example to analyze and draw from in 
reforming the public investment planning process in Azerbaijan. 

1. Strategic Macroeconomic Planning 

1.1. Current situation in Azerbaijan 
I. Public Investment Policy and Program is an indispensable part of effective macroeconomic 

planning and budgeting functions of the government. The government of Azerbaijan has 
acknowledged this need early in the public expenditure reform process and emphasized the need 
for reforming the public investment planning and management process in the SPPRED2

, 

Azerbaijan's first national strategic economic development plan signed into effect in 2003. The 
SPPRED viewed the PIP policy and program as an important policy tool to balance expenditures 
and revenues, to determine expenditure priorities of the government, to ensure transparency in the 

1 MOED prepares MTMF, national development programs, PI program; MOF prepares MTFF, annual budget and 
manages implementation ofMTFF. 
2 The government is in the approval process of the new long-term development strategy of the country for 2006-2015, the 
State Program for Poverty Reduction and Sustainable Development (SPPRSD), which will replace SPPRED. 
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preparation and approval of public investments and to use public investments to pursue strategic 
social and economic development goals of the country.3 

2. National socio-economic strategies including SPPRED, SPRSED and NES4, and MTMF and 
MTFF altogether form the macroeconomic level of the current planning process of public 
expenditures and investments. MTMF and MTEF are introduced in 2002 with the adoption of the 
law on "Budget System" and the regulation on "Formulation and Management of the State 
Budget". According to the latter document MTMF should precede the preparation of the medium
term fiscal outlook in the budget preparation cycle and should serve as the foundation for 
preparation of MTEF.5 However, MTEF is poorly formulated, and poorly grounded on MTMF. 
As such it is not capable of serving as an effective macroeconomic policy instrument. There are 
also no clear guidelines or rules for the preparation of MTEF as distinct from MTMF. 

3. Translation of policy priorities of the political leadership into public expenditure priorities and 
public investments usually takes place through a) review and approval of the State Budget and 
National Socio-Economic Programs by the President and Cabinet of Ministers, b) meetings of the 
extended Cabinet of Ministers with participation of the President where achievements and 
effectiveness of socio-economic policies are reported, discussed and evaluated, and c) special 
Presidential Decrees on different aspects of the Socio-economic Development some landmarks of 
which include but not limited to the November 24, 2003 Presidential Decree on Measures for the 
Acceleration of Socio-Economic Development of the Republic of Azerbaijan, the March 30, 2006 
Presidential Order on Measures for the Promotion of Investment Activities, and etc. 

4. The medium term development objectives and strategies of the government are communicated to 
line ministries through the PIP Call Circular, which is separately issued by MoED and includes 
the list of PIP and inter-sectoral priorities and medium-term macro-economic outlook to enable 
budget organizations to prepare and submit their public investment projects. 

5. At the macroeconomic level main problems of the current planning practices in preparation of the 
public investment policy and program are a) poorly formulated macroeconomic goals and 
strategies in national socio-economic strategies, b) inclusion of sectoral strategies into the 
SPPRED and SPRSED with little analysis of their relevance to national socio-economic 
objectives c) lack of technical capacity for preparation of sound macroeconomic and fiscal 
outlook based on econometric exercises d) the need for capacity development to better 
synchronize fiscal policies with macroeconomic plans and to translate national strategies into 
medium-term development plans e) lack of regulations or rules on preparation of national 
strategies f) lack of sectoral budget ceilings for capital expenditures and g) lack of evaluation 
practice of MTMF and MTEF for effectiveness that can feed into the improvement of the 
process.6 

1.2. What PIP Project Proposes to Azerbaijan (preliminary ideas) 
1. PIP project needs to strengthen relevant institutional design and capacity of the Cabinet of 

Ministers to improve the strategic macro-planning and management in the country. This will 
enable CoM to better perform its vital functions in terms of ensuring translation of policy 
priorities of the President into public expenditure and investment priorities through its strategic 
direction, oversight, review and coordination on economic planning and management, and also 
more effectively coordinate the macro-planning process with public expenditure policies. 

3 Some international organizations criticized SPPRED on the ground that it was a broadly formulated policy paper without 
regard to resource constraints. However, SPPRED represented the first ever experience of the national government of 
Azerbaijan in designing a long-term national development strategy and heavily used technical assistance ofIFis. 
4 The President approved NES in 2005. 
5 Azerbaijan Republic, Rules on the Preparation and Execution of the State Budget, COM, Ordinance# 75, May 24, 2004. 
6 DAI. PIPP Work Plan: Sep. 2006- end of 2007, October 2006. pp. 8-9. 
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2. The PIP project proposal assigns two fundamental PIP policy related functions to COM a) to 
provide the President with the solid assessment of the past socio-economic development and 
enable him to effectively formulate and declare his new medium-term national and sectoral 
development objectives and b) to review the Public Investment Program of Azerbaijan (draft of 
which is formulated and submitted by MOED), ensure that it reflects socio-economic 
development priorities and comprised of investments that will yield the highest returns. 

1.3. Strategic Planning in Kazakhstan 
1. Key institutions in the strategic planning process of Kazakhstan are the President, COM, MOEBP 

and the Republican Budget Commission. The President sets and identifies broader contours of the 
economic and social development of the country. He/she exercises his authority on socio
economic management of the country through the annual address to the people of Kazakhstan, 
long-term development strategies (i.e. Development Strategy of Kazakhstan till 2030) and 
national development plans prepared by CoM and approved by the President. Per the Constitution 
of the country, CoM is the supreme executive organ of the President and designed to provide and 
coordinate all required technical assistance to the President in the formulation and implementation 
of national socio-economic strategies ofKazakhstan7

• • 

2. RBC (sort of a sub-cabinet) is a high level permanent institution established by the President, 
members of which include the Prime Minister, ministers and other top government officials (total 
19 members). The Budget Law equipped RBC with vital authority in respect to the 
macroeconomic planning process, and formulation of the annual state budget. 8 It is designed to 
review and identify the medium-term fiscal outlook, priorities of the public expenditure policy, 
sectoral budget ceilings, the list of priority public investments, the list of sectoral development 
programs, and etc. RBC also reviews and approves medium-term development plans, evaluation 
reports on implementation of the state budget, the state budget for the next fiscal year, funding 
requests of government organizations and disagreements between a government organization and 
MOEBP on funding requests. Many RBC decisions are subject to the review and approval by 
COM before they reach the President or the Parliament.9 

3. MOEBP is tasked with the preparation of all economic and budget planning documents including 
but not limited to the draft state budget, MTFF, MTMF, medium term development plans, list of 
priority PI projects, evaluation report of the state budget and etc .. It should also provide all 
technical and analytical work to support the work of the President, COM and RBC. 

4. The main strategic macro-planning instrument in Kazakhstan are national socio-economic 
programs prepared by the executive agency or consulting-advisory councils in collaboration with 
all related government organizations, reviewed by COM and approved by the President. The 
national socio-economic programs are prepared through top-down planning process. They stand 
above sectoral and regional programs and they are designed to address large-scale (national) 
economic, social and other problems. These programs also need to conform with the long-term 
national priorities detennined in the "Development Strategy of Kazakhstan Till the Year 2030'', 
have specific objectives and deadlines and concur with all other national, sectoral and regional 
programs.10 

7 Kazakhstan, Constitution of the Republic of Kazakhstan, August 30, 1995, retrieved from 
http://en.wikipedia.org!wiki/Constitution_of_Kazakhstan. 
8 The special Presidential decree regulates activities ofRBP. 
9 Kazakhstan, The Budget Law of the Republic of Kazakhstan, Parliament, April 24, 2004, pp. 77-78. 
1° Kazakhstan, Preparation and Execution of National Programs of the Republic of Kazakhstan, Presidential Decree, June 
2, 2003. 
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5. The preparation and implementation of the long-term and medium-term national socio-economic 
programs are regulated by special regulation on "Preparation and Implementation of National 
Programs of the Republic of Kazakhstan" approved by the Presidential Decree. This regulation 
determines the structure and the process of the preparation, approval, implementation and 
evaluation of national programs, and identifies requirements to them. 

6. Two other legal documents which regulate the strategic macro-economic planning process in 
Kazakhstan are the "Budget Law'' approved by the parliament and the regulation on "Preparation 
of Medium-Tenn Fiscal Policy" approved by the Cabinet of Ministers. The Budget Law of 
Kazakhstan is very detailed and inclusive. It provides higher level regulatory framework for all 
public expenditure matters and determines the contours of the public revenue and expenditure 
policies. The law regulates revenue and expenditure management of the National Fund, which is a 
rough equivalent of the Azerbaijan Oil Fund, determines the role of the government agencies and 
Budget Commission in formulation, implementation and monitoring of the budgeting process, 
identifies the budgeting process, determines in details the process for formulation, prioritization, 
approval, implementation and monitoring of public investments (which "Azerbaijan's Budget 
System" Law lacks). 11 

7. The state bud~et in Kazakhstan is divided into two parts; current expenditures and capital 
expenditures. 2 This enables the government to better compile, analyze and monitor public 
expenditures, to steer public expenditures in line with national development and MTFF priorities, 
and to manage the state budget as an effective macroeconomic policy instrument. 

8. The regulation on "Preparation of Medium-Tenn Fiscal Policy" broadly determines the 
preparation process of the medium-term fiscal policy and defines MTEF. The document 
determines the fiscal and tax policy of the country, sectoral budget ceilings, results of the 
evaluation of the former budget program, priorities for public expenditures and ways to 
implement main priorities of national and regional socio-economic development. MOEBP 
prepares MTEF annually on the basis of the annual message of the President to the people13

, the 
Budget Law, Strate.fie Development Plans, medium-term national programs, and regional and 
sectoral programs. 1 

1.4. Comparative Analysis of Macro-Planning Processes 
(to be extended depending on the PIP project proposal for Azerbaijan) 
1. The strategic macro-planning processes in Azerbaijan and Kazakhstan substantially differ from 

each other. The macro-planning process in Kazakhstan has a more detailed and comprehensive 
regulatory framework. After all, Kazakhstan legally regulates the development of national 
programs thus ensuring systematization of the process and synchronization of national programs 
with other planning processes. 

2. Additionally, the process in Kazakhstan provides the President with more and better capability to 
set and renew his/her national socio-economic priorities and translate them into public 
expenditure and investment priorities, as the regulation on MTEF planning clearly requires that 
MTEF has to be based upon the President's annual address to the people and MTMF. 

I 

11 The document is prepared by an Advisory Council comprised of top economists, Kazakh officials and IFis' 
representatives. 
12 Kazakhstan, Rules on Preparation of the State Budget and Emergency Budgets, Presidential Decree, July 20, 2004. 
13 The annual address of the President in Kazakhstan is of programmatic nature. It reflects policy priorities and strategies 
of the political leadership and according to law forms the basis for medium-term socio-economic planning in the country. 
The title of the annual address of the President of Kazakhstan in 2005 was "On the way to accelerated economic, social 
and political modernization" which well summarizes the strategic direction for the country for coming years. 
14 Kazakhstan, The Medium-term Fiscal Policy/or 2005-2007, COM, Ordinance #918, August 31, 2004. p. 4. 
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3. Per current processes in Kazakhstan and Azerbaijan, CO Ms are designed to provide technical and 
coordination services to Presidents in determining and implementing national socio-economic 
strategies and PI policies. In both countries, COMs possess authority to review, coordinate and in 
some cases approve macro-planning documents. 

4. The macro-planning process in Azerbaijan lacks an institution similar to RBC specifically 
designed to review MTMF, MTFF, PI program, and the draft state budget, to address 
disagreements on capital expenditures between a government organization and MOEBP, to 
identify budget ceilings and etc. to assist COM with decision-making on macroeconomic 
planning documents. 

5. MOED in Azerbaijan performs similar functions to MOEBP. However, authority and tasks of 
MOEBP is much broader and includes all aspects of the macroeconomic planning. MOEBP is not 
only tasked with the preparation of economic planning documents such as MTMF, PI program, 
drafting national development programs, monitoring national and sectoral development programs, 
and etc. Its authority extends to all levels of the budget planning process including preparation of 
MTFF, a draft of the state budget, a Budget (similar to JCC) Circular, evaluation report on 
effectiveness of public expenditures, and etc. The role of MOF in budget planning in Kazakhstan 
is limited with the operational management of the budget and development of standards I 
methodology to ensure effective spending of public expenditures. 

6. The fiscal management in Kazakhstan is also better regulated. As distinct from Azerbaijan the 
preparation of MTFF and its content are legally determined. The budget is divided into current 
and capital expenditures. Capital expenditures include all public investments regardless of the 
source of funding. Budget ceilings both for current and capital expenditures are determined and 
communicated to government organizations to ensure consistency of the budgeting process with 
national priorities. 

2. Sector level of planning 

2.1 Current situation in Azerbaijan 
1. Currently the preparation and implementation processes of sectoral and regional programs in 

Azerbaijan are very fragmented and unsystematic. Almost each ministry /sector (education, heath, 
transportation, migration management, and etc) has its one or more sectoral development plans 
(SDPs). Additionally, acceleration of development in many regions of Azerbaijan is also managed 
through regional development programs (RDPs), which include measures and investments 
specifically addressing socio-economic issues in a particular "economic region"15

• Many of these 
sectoral and regional programs are poorly linked to the strategic development plan and represent 
the "wish list" of projects. Virtually none of them indicate sources of funding, performance 
indicators and expected results. Many of these programs are also plagued by poor problem 
analysis and poorly defined goals and objectives. 

2. The structure of SDPs and RDPs varies from one sector and region to another. They lack 
coordination schemes to ensure effective inter-sectoral collaboration of concerned government 
agencies to successfully implement SDPs and RDPs. These programs are also poorly linked to 
other SDPs and RDPs. Public participation in the formulation of SDPs and RDPs are none or 
little, which doesn't enable them to play an essential role in bottom-up planning process and 
complement macro-planning processes. SDPs and RDPs list planned measures with no respect to 

15 Economic regions include more than one district. Districts and villages are grouped under a region according to inter
district economic relations and similarity of their socio-economic problems. 
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budget constraints. The documents of these programs also do not describe approach to monitoring 
and evaluation of planned activities as well. 16 

. 

3. The fragmented nature of sectoral and regional planning process in Azerbaijan is mostly driven 
by lack of regulations on preparation and management of SDPs and RDPs. The application of two 
different Call Circulars for the State Budget and PIP program also do not enable government 
organizations to synchronize their planning and budgeting processes. 

2.2. What PIPP Project Proposes to Azerbaijan 
1. It is proposed to regulate and systematize the preparation and management of SDPs and RDPs 

through standard requirements for the structure, goals and objectives, links with strategic 
development programs, problem analysis, monitoring and evaluation, activities and investments, 
public participation and performance indicators. Introduction and application of the Joint Call 
Circular, which would combine the PIP, Budget and SPPRED Call Circulars, would contribute to 
the synchronization of activities and plans in program budgets and SDPs/RDPs. 

2. In this scheme of sectoral planning, government organizations would formulate their annual and 
medium-term budgets on the basis of their sectoral programs as well as total budget ceilings 
communicated to them through Joint Call Circular (JCC). JCC would also address the 
fragmentation of the PI program as it would collect and compile information on all capital 
expenditures. The regulation on SDP/RDP preparation would make sure that sectoral programs 
are well grounded on strategic programs. 

3. The proposed regulatory framework for SDPs/RDPs would attach the preparation and approval 
process of SDPs/RDPs to a timeline in order to achieve the synchronization with the budgeting 
process. Successful economic planning and management in Azerbaijan would require translation 
of medium-term plans of the country into annual action plans through strategically designed PI 
program, annual budgets and revenue and expenditure directions. 17 

2.3. Sectoral and Regional Planning in Kazakhstan 
1. Sectoral and regional planning process in Kazakhstan is regulated by the special regulation on 

"Preparation and Implementation of Sectoral and Regional Programs" of the Cabinet of Ministers. 
This regulation sets standard requirements for all sectoral and regional programs in terms of 
structure, design and approval process, goals and objectives, performance indicators, and 
monitoring and evaluation process. The same regulation also requires that sectoral and regional 
programs are prepared on the basis oflong-term development strategies of the country, and 
MTEF and budgetary constraints at the national and local levels.18 

2. Kazakhstan issues only the Budget Call Circular for collecting and compiling required 
information for budget planning and public investment planning as regulated by the "Budget 
Law". Thus in principle it applies the "Joint Call Circular" approach, which pursues better liaison 
between sectoral and regional planning, Public Investment Program and budgeting processes. The 
Budget Call Circular is prepared on the basis of unified budget classification, budget expenditure 
ceilings, medium-term budgets of government organizations, medium-term expenditure 
framework and national socio-economic development plans, RDPs/SDPs, and the list of priority 
public investments. 19 Such a sectoral and regional planning system enables Kazakhstan to achieve 

16 DAI, Draft PI Policy and Program Manual: Appendix 3, October 2006, Baku, Azerbaijan. 
17 Ibid. pp. 10-11. 
18 Kazakhstan, Rules on Preparation and Implementation of SDPs/RDPs in the Republic of Kazakhstan, COM, Ordinance 
# 231, February 26, 2004. 
19 Kazakhstan, Rules on Preparation of the State Budget and Emergency Budgets, Presidential Decree, July 20, 2004. 
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better top-down and bottom-up planning, and harmony among national development programs, 
SDPs/RDPs, MTMF, MTEF and PIP program. 

2.4 Comparative Analysis of Sectoral and Regional Planning Processes 
1. The proposed planning scheme for sectoral and regional development programs shows great 

similarity to the existing system in Kazakhstan. The existing regulatory framework in Kazakhstan 
ensures that all SDPs/RDPs comply with standard procedures and rules in terms of the 
preparation, approval and implementation processes, structure and conformity with strategic 
development plans and MTEF. Application of the "Joint Call Circular" principle ensures 
consistency between the budget and public investment planning and avoids fragmentation that 
exists in Azerbaijan. 

3. Project level planning 

3.1. Current situation in Azerbaijan 
1. Current system for the analysis, preparation, approval and management of public investment 

projects is highly fragmented in nature and does not conform to modem best practices. There is 
no clear project cycle analysis in place and more than one way for an investment project proposal 
to end up in the Public Investment Program. The trajectory a project proposal follows to get into 
the PIP program usually takes place though SDPs/RDPs. Government organizations tend to 
justify inclusion of their investment projects into the Public Investment Program with 
SDPs/RDPs, which are reviewed by COM and approved by the President. Many of these projects 
lack comprehensive and systematic project analysis and some ~o through technical analysis2 

only, which is required for receiving funding from the Budget. 1 

2. Investment projects funded or co-funded by international financial institutions/international 
partnerships are usually the only public investments which undergo rigorous project analysis 
process. However, shortcoming of these investment projects is that their analysis and appraisal 
are undertaken by international organizations or international consultants according to their own 
parameters and strategic direction, which may or may not be in line with those of the government. 

3. The investment project analysis/feasibility study process is regulated by COM ordinance on 
"Assessment, Approval and Re-approval of Construction Processes and Feasibility Studies of 
Buildings, Equipments and Enterprises" dated back to October 1992. As determined by this 
ordinance the cost estimation of all current construction projects is computed using 1991 prices, 
and special coefficients. The latter is annually estimated by the Construction and Architecture 
Department of the Ministry of Emergencies. 

4. The planning and approval of capital expenditures also follows different trajectories depending on 
the scale and type of public investments. Three different processes are distinguished in the current 
system: a) Certain capital expenditures approved through the medium-term budgets of 
government organizations b) Public investment projects approved through the Public Investment 
Program (PIP) c) Internationally funded or co-funded projects approved by COM and included in 
n~ . 

a) These capital expenditures refer to certain investments with budget classification numbers 
of 282200 and 310000, which include construction of office and residence buildings, 
purchase of equipment and vehicles, construction or purchase of agricultural technology, 
underground assets, purchase and processing of land and etc. Capital expenditures for these 

20 Technical analysis is limited to construction and design specifications, location and cost estimations. 
21 DAI, PIP Project's Quarterly Performance Review: April-June 2005, August 2005, Baku, Azerbaijan, p. 10. 
22 DAI, Pl Program Preparation and Approval Process, Technical Note, December 2007, Baku, Azerbaijan, p.1. 
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types of investments are sanctioned by MoF and submitted to MoF by government 
organizations through the Budget Call Circular. The funding for these capital expenditures 
comes from medium-term budgets of each government organization. MOF, in consultation 
with MOED, authorizes these capital expenditures on the basis of technical analysis as 
examined by the Ministry of Emergencies and relevant feasibility studies. 

b) Public investments sanctioned through the PI program are compiled by MOED according to 
responses of government organizations to the PIP Call Circular. Feasibility studies and 
justification of the project in terms of its consistency with national and sectoral programs 
are supposed to accompany all submitted investment proposals. MOED reviews all project 
submissions and if finds the project analysis and justification reasonable includes them into 
the draft PIP, which is then sent to COM for review. COM together with the draft State 
Budget then submits the draft PI program to the Parliament and sanctions the Pl program 
early in the new fiscal year revisiting the content of the PI program by some parameters. 

c) Public investment projects proposed for funding or co-funding by international financial 
institutions are examined by the special department of COM and all relevant government 
organizations for consistency with the existing legislation, national and sectoral 
development strategies of the country and medium-term fiscal framework. The project 
proposal with all comments is then submitted to the Office of the Prime Minister for review. 
If results of the review is positive, then the project proposal is sent to the approval of the 
President, who provides COM with the authority to sign the loan agreement !Fis. After the 
signing of the loan agreement, this investment project is sanctioned to get into the Pl 
program. 

5. No consistent guidelines or regulations exist for the management, monitoring and evaluation of 
investment projects excluding those funded or co-funded by international financial institutions. 
Each line ministry independently determines the management scheme of public investments 
according to their organizational design, existing administrative and procurement regulations. 
Monitoring over domestically funded public investments are carried out by MOF and to some 
extent by MOED. MOF monitors public investments to determine whether budgetary funds are 
used in full compliance with the laws and regulations. MOED monitoring is limited to tracking 
the progress of individual projects through government organizations' responses to PIP Call 
Circulars. The new approved statue gives MOED a monitoring authority over public investments. 
However, MOED lacks the regulatory framework for exercising this right. In similar lines, no 
regulatory framework exists for the evaluation of the PIP effectiveness as a program. Externally 
funded projects are monitored and evaluated according to the guidelines, timeline and parameters 
of international financial institutions. 

3.2. What PIPP Project Proposes to Azerbaijan 
1. Introduction and application of the integrated project cycle analysis and solid prioritization 

criteria for all public investments is required if Azerbaijan wants to ever achieve effective 
allocation of scarce resources among different competing sectors with varying rates of return and 
productivity, and to tum resources from areas of low-efficiency and productivity to ones with 
higher productivity. Therefore, the project cycle analysis, objective selection criteria and 
integration of all capital expenditures in the Public Investment Program are the three cornerstone 
changes proposed for reforming the current PI program preparation and management process at 
the project level in Azerbaijan. 

2. Integration of capital expenditures in the PI program would be achieved through application of 
the Joint Call Circular, which would combine the Budget, SPPRED and PIP Call Circulars and 
require all government organizations to report all their budget funded capital expenditures. The 
proposed regulations would also require government organizations to submit the list of the 
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planned public investments to MOED in order to achieve and improve the medium-term (four
year) planning of the PI program. All planned public investments whether they are in the idea, 
concept paper, feasibility study and other phases should be included in the list of the planned 
public investments.23 

3. The proposed integrated project cycle analysis captures and regulates the entire project 
development trajectory. This trajectory begins with the project idea to address a socio-economic 
issue and ends in the preparation of the project appraisal document (PAD). Development of the 
project concept paper by the relevant government organization immediately follows the project 
idea phase. A government organization submits this concept paper to MOED for review. If 
MOED approves the concept paper, then relevant government organization begins the feasibility 
study, which again needs MOED approval to pass to the full-feasibility phase if the project budget 
is more than the certain pre-defined amount. Upon the completion of the project feasibility study, 
MOED once more assesses the project and prepares the project appraisal document completing 
the project analysis phase. The PAD document allows the project to get into the first or second 
year of the PI Program. 

4. The project prioritization phase follows the project analysis phase. Two types of prioritization are 
proposed for Azerbaijan's public investment process: a) policy based prioritization and b) 
quantitative prioritization. The first type of the prioritization technique prioritizes investment 
projects by the degree they fit into the priorities of the long-term development strategies (poverty 
reduction, lower unemployment, regional development, impact on productivity and etc.) of the 
country. The quantitative prioritization is based upon the extensive economic analysis of 
investment projects though cost-benefit and cost-effectiveness analyses using national parameters 
and "shadow" or alternative prices, wage conversion factors, and discount rates. Computed NPV 
and IRR are then used to prioritize investment projects.24 

5. Management, monitoring and evaluation process are not covered in the proposal. 

3.3. Project Preparation and Approval in Kazakhstan 

1. Detailed regulations and instructions exist for the preparation, approval and prioritization process 
of investment projects in Kazakhstan. These rules are specified in the Budget Law, ordinances on 
"Rules for the Formulation of the List of Priority Budget Investment Projects" and "Rules for the 
Review of Budget Investment Projects" and Orders on "Requirements to the Feasibility Studies of 
Budget Investments" and on "Rules for preparation and review of financial and economic 
analysis of budget investments carried out through the establishment or increasing of charter 
capital of judicial entities". 

2. The project development process in Kazakhstan begins with the submission of the project 
proposal (sort of a project concept paper) to the Ministry of Economy and Budget Planning 
(MOEBP) for review and approval. The Ministry reviews the proposal, which is required to 
include project's information list and logical framework, sectoral assessment of the investment 
project, a terms ofreference and cost justification of the feasibility study. If MoEBP assessment 
of the proposal is positive, then the project is included into the list of priority projects to be 
implemented in the second or third year of the Public Investment Program and funding is released 
to a government organization for the development of the feasibility study. The feasibility studies 
in Kazakhstan are usually outsourced to specialized agencies/firms through a tender process.25 

23 23 DAI, Draft PI Policy and Program Manual, October 2006, Baku, Azerbaijan., pp. 22-29. 
24 Ibid. pp. 29-35. 
25 Kazakhstan, Rules on the Review of Budgetary Investment Projects, COM, Ordinance #245, March 18, 2005. 
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3. Standards for feasibility studies of investment projects in Kazakhstan are comprehensive.and 
consistent with modem practices. Each feasibility study is required to meet architectural and 
construction standards and work out the most optimal scale and structure of public investments. It 
has to include problem, marketing, technical, ecological, institutional, financial, economic and 
social analyses.26 

4. Following the completion of the feasibility study, a new round of the review by MOEBP and 
other relevant government organizations begins. MOEBP limits its review to the extensive 
economic analysis of the feasibility study and based on findings can adjust the project budget 
downward or upward. Relevant sectoral organizations examine the feasibility study to determine 
the extent to which the project is consistent with sectoral development priorities, to analyze the 
situation in a sector with and without the project, to assess compliance of the feasibility study 
with the terms of reference, to evaluate technological, technical and cost decisions, to analyze 
alternative options for achieving the project objectives and etc. 

5. The approval at this stage grants the project to receive required funding for the preparation of the 
design, schematic drawings and specifications. In Kazakhstan community participation and 
involvement of other related government organizations in the investment project preparation 
process takes place during the design phase of the project. 

6. After the design phase is over, MOEBP performs the final review of the investment project and if 
approved, the project is included into the list of the priority investment projects and the Draft 
Budget of the next year based on the request of the concerned government organization. 
Goverrun:ent organizations manage the investment projects through project coordinators they 
appoint to projects. 

7. The Kazakhstan public investment process lacks clear prioritization guidelines. All projects with 
approved feasibility studies and technical design documents are eligible to get into the list of 
priority investment projects to be implemented in the next or after the next fiscal year unless they 
exceed the sectoral budget ceilings. The authority for formulation of the list of priority investment 
projects is assigned to MOEBP. The major prioritization criteria for public investment projects 
other than the availability of approved feasibility study are conformity of the project's objectives 
with the national development priorities and the public investment policy.27 

8. Monitoring and evaluation process of public investments in Kazakhstan is regulated by the 
Budget Law. However, the process lacks detailed and clear instructions/regulations. National. 
level monitoring and evaluation of public investment projects in Kazakhstan are carried out by 
MOEBP, MOF and other concerned government organizations. Information on progress and 
process of the implementation of investment projects are collected and compiled by MOEBP and 
MoF, on the basis of which they can propose additional measures or activities to improve the 
effectiveness of the implementation of public investments. These measures can include 
suspension or termination of the project as well. MOEBP is responsible for developing 
regulations and instructions to manage the monitoring process of public investments. 

9. Evaluation of public investments pursues improvement of the process for public investment 
planning and development of recommendations for effective formulation and implementation of 
the public investment policy. MOEBP is responsible for carrying out evaluation of the public 
investment policy and projects. Evaluation reports on the public investment policy and projects 
are submitted to COM by March of every fiscal year. The report on evaluation of the 
effectiveness of public investments should include analysis of investment projects, achieved 

26 Kazakhstan, Requirements to the Feasibility Studies of Budget Investments, MOEBP, Ordinance #144, September 30, 
2004. 
27 Kazakhstan, Rules on the Formulation of the List of Priority Budgetary Investment Projects, MOEBP, Ordinance #247, 
March 18, 2005. 
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results from the implementation of public investments, methodology for collection and analysis of 
data and information, results of the evaluation and recommendations for the fonnulation and 
implementation of the PIP policy. 28 

10. Kazakhstan's legal framework on the public investment planning distinguishes public investment 
projects from public investments carried out through the establishment of and increasing the 
charter capital of judicial entities. In the latter case, approval of the public investment requires 
only financial and economic analysis.29 

3.4 Comparative Analysis of Project Level Planning Processes 
1. The project level planning process in Kazakhstan looks very similar to the process proposed to 

Azerbaijan. The main differences appear in the technical design, prioritization, and monitoring 
and evaluation stages. 

2. As distinct from the proposed process to Azerbaijan, the preparation of the technical design of the 
investment project in Kazakhstan starts only after the approval of the feasibility study of the 
project. The stage for the public participation in the investment planning process is not clearly 
determined in the proposed system to Azerbaijan. Public participation in investment planning 
process in Kazakhstan takes place in the technical design phase. 

3. Prioritization schemes are more clearly determined in the proposed public investment process for 
Azerbaijan, which consist of policy based and quantitative prioritization techniques. In 
Kazakhstan all projects with completed feasibility studies and appraisal process are eligible to get 
into the draft Budget for the next fiscal year. The prioritization is carried out according to the 
sectoral budget ceilings and consistence of projects' objectives with national development 
priorities. 

4. No clear monitoring and evaluation process is proposed to the public investment planning process 
in Azerbaijan and no distinction is made between investment projects and public investments 
carried out through the establishment of and increasing the charter capital of judicial entities. 

4. Overview of Issues in the Kazakhstan Public Investment 
Planning Process 

According to international experts the Kazakhstan's PIP planning process faces following issues 
mostly limited to enactment of regulations: I) Annual evaluation of the PIP is financially oriented 
and does not assess the socio-economic impact of investments. 2) LMs lack full in-house capacity to 
make informed decisions on the basis of project analysis. 3) Sometimes selection and prioritization of 
public investments can take place through the political process bypassing rules and regulations. 4) 
Funding to investment projects is allocated for a year with no provision for a carry-over of unused 
balances to the next fiscal year.30 

28 Kazakhstan, The Budget Law of the Republic of Kazakhstan, Parliament, April 24, 2004, pp.142-144. 
29 Kazakhstan, Rules on the Preparation and Review of Economic Analysis of Investments Undertaken through 
Establishing or Increasing the Charter Capital of Legal Entities, MOEBP, Ordinance# 143, September 30, 2004. 
3°Keith Clark, Observations on the PI Program of the Republic of Kazakhstan, US Department of Treasury, May 2006. 
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1. "Regulations for Formulation and 
Realization of Public Investment Policy 
and Public Investment Program" (hereon 
"Regulations") is determined based on 
the Presidential Decree #4 of 24 
November, 2003 "On Measures to 
Accelerate the Social-Economic 
Development of Azerbaijan," 
Presidential Decree #504of28 
December, 2006 "On Statute of the 
Ministry of Economic Development," 
and other laws and regulations in effect 
in Azerbaijan Republic. 

2. "Regulations" determine the 
administration of the following stages of 
public investment activities: 

a) Formulation of Azerbaijan 
Republic's public investment 
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asasmda fartib olunmas1, 
haz1rlanmas1 va fasdiq edilmasi; 

c) · investisiya layihalarinin 
haz1rlanmas1 va tasdiq edilmasi; 

d) Dovlat investisiya Proqrammm 
~sdiq edilmasi; 

e) investisiya layihalarinin hayata 
ke~irilmasi va 1cras1 ilzarinda 
mil~ahidalar va tahlil 
hesabatlarmm apanlmas1; 

f) . investisiya layihalarinin icras1 va 
istifadaya verilan obyektin 
faaliyyat dovrilndan as1h olaraq 
naticalarinin monitorinqi va 
qi ymatlandirilmas i. 

3. Azarbaycan Respublikas1 Dovlat 
investisiya Siyasati va Diivlat investisiya 
Proqrammm maqsadi insan, maddi va 
maliyya resurslanndan samarali istifada 
olunmasm1 ta_min etmakla Azarbaycan 
Respublikasmm orta va uzunu milddatli milli 
inki~af maqsadlarina nail olunmas1m tamin 
etmak va Azarbaycan Respublikasmda 
iqtisadi planla~d1rma va bildcanin tartib 
olunmas1 proseslari arasmdakt biitilnlilyii 
gilc landirmakdir. 

4. Azarbaycan Respublikasmm ortamiiddatli 
sosial-iqtisadi inki~af proqram1, orta miiddatli 
bildca planlan, investisiya layihalarinin 
miiasir iisullardan istifada olunaraq tahlil 
olunmas1, monitorinqi va qiymatlandirilmasi 
Dovlat 1nvestisiya Siyasati va Dovlat 
investisiya Proqrammm haz1rlanmas1 va 
hayata ke~irilmasinin asas1m ta~kil edir. 

5. Azarbaycan Respublikasmm Dovlat 
Bildcasinin Tasnifatt Sisteminda miiayyan 
edildiyi ~akilda investisiya layihalari Dovlat 
investisiya Proqramma daxildir. 

6. Dovlat investisiya Proqramma daxil 
olan layihalar iizra a~ag1dak1 sahalardan olan 
qurumlar sarancam~1 qisminda ola bilarlar: 

a) dovlat biidca ta~kilatlan; 

policy and its priority directions, 
b) The preparation and evaluation 

of investment project within the 
framework of Public Investment 
Program, 

c) Preparation and approval of 
investment projects, 

d) Approval of Public Investment 
Program, 

e) Supervision of realization, 
implementation, and analytic 
reporting of investment projects, 

f) Monitoring and evaluation of 
outcomes of implementation and 
operations of investment 
projects. 

3. The objectives of the Public 
Investment Policy and Program of the 
Republic of Azerbaijan are to ensure 
effective use of public resources of the 
country to achieve medium-to-long term 
national development priorities of the 
Government of Azerbaijan and to 
strengthen synergy between economic 
planning and budgeting processes in the 
country. 

4. Medium-term socio-economic 
development program of the 
Government, medium-term fiscal 
program of the Government, modem 
project analysis and expertise methods, 
and program monitoring and evaluation 
techniques serve as the foundation for 
the preparation and implementation of 
the Public Investment Policy and 
Program. 

5. The Public Investment Program 
consists of investment projects as 
defined m the State Budget 
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" t • , 

b) markazi va yerli icra hakimiyyati Classification System of Azerbaijan 
orqanlan va onlann tabeliyinda Republic. 
olan mliassisalar; 

c) Biidcadankanar fondlar; 
d) Nax91van Muxtar Respublikasmm 

Nazirlar Kabineti; 
e) nizamnama fondunda dovlatin pay1 6. The Public Investment Program 

olan miiassisalar; investment projects belong to: 
f) baladiyyalar. 

7. Dovlat investisiyalan xlisusi investisiya 
layihalari vasitasila va yaxud hliquqi 
~axslarin nizamnama fondlarmm yarad1lmas1 
va ya artmlmas1 yolu ila hayata ke9irila bilar. 

8. Bu qaydalarm maqsadlari ii9iin a~ag1dak1 
anlay1~lardan istifada olunur: 
8.1 Dovlat investisiyalan iqtisadi manfaat 

va ya miisbat sosial-iqtisadi tasir 
maqsadila biitun dovlat ta~kilatlarmm, 

biidcadankanar fondlarm va nizamnama 
fondunda dovlatin pay1 olan miiassisalarin 
dovlat aktivlarinin va olkanin tabii 
sarvatlarinin dayarini artiran, msan 
kapitahm inki~af etdiran xarclaridir. 

8.2 Orta-miiddatli Dov lat investisiya Siyasati 
Azarbaycan Respublikasmm orta

miiddatli sosial-iqtisadi inki~af 
siyasatinin tarkib hissasi olaraq olkada 
investisiya faaliyyatinin dovlat tarafindan 
tanzimlanmasini tahlil edir va 
asaslandmr, dovlat investisiyalarmm 
sahalar va regionlar iizra istiqamatlarini, 
prioritetlarini va miqyasm1 miiayyan edir 
va qiymatlandirir. 

8.3 ilkin hesabat - son zamanlardak1 iqtisadi 
inki~afm tahlil edan va avvalki illarin 
iqtisadi gostaricilari ila miiqayisa 
edilmakla ortamiiddatli inki~af 

perspektivlarinin qiymatlandirilmasini aks 
etdiran sanaddir. 

8.4 Orta-miiddatli Sosial-iqtisadi inki~af 
Proqram1 - orta-miiddatli sosial-iqtisadi 
inki~af proqnozlanm aks etdiran va 
novbati i1 va sonrak1 ii9 i1 ii9iin olkanin 

a) Budget organizations, 
b) Central and local executive 

organs and their subordinated 
organizations, 

c) Extra-budgetary funds, 
d) Cabinet of Ministers of 

Nakhchivan Autonomous 
Republic, 

e) Organizations in which the State 
owns charter capital, 

f) Municipalities. 

7. Public investments may be executed 
through public investment projects or 
formation and increasing of authorized 
capital of economic entities in and 
outside of Azerbaijan. 

8. Following concepts are used in this 
document: 

a) Public Investments - expenditures 
of all government organizations, 
extra budgetary funds and state
owned enterprises which increase 
the value of public stocks, improve 
human capital or natural resources 
for economic benefits or desired 
socio-economic impact. 

b) Medium-term Public Investment 
Policy as part of the socio
economic development policy of the 
Government of Azerbaijan analyzes 
and justifies government regulation 
of investment activity in the country, 
and evaluates and determines 
directions, priorities and scale of 
public investments across sectors 
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sosial-iqtisadi inki~afmm asas 
istiqamatlarini miiayyan edan sanaddir. 

8.5 Dovlat investisiya Proqram1 - iqtisadi 
manfaat, samaralilik va milli va sahavi 
inki~af maqsadlari va prioritetlari ila 
uygunluq bax1mmdan atrafh tahlil edilmi~ 
investisiya layihalarinin siyah1si. 

8.6 Orta-miiddatli Fiskal Siyasat 
Azarbaycan Respublikas1 Hokumatinin 
novbati ii va sonrak1 ii~ il il~iin maliyya 
va vergi siyasatini, bildca xarclari Uzra 
prioritetlarini va asash va cari xarclar Uzra 
hadlarini milayyan edan sanaddir. 

8.7Dovlat investisiya Proqrammm Talimat 
Maktubu Dov lat investisiya 
Proqrammm tartibi ii~iln laz1mi 
malumatlarm alda olunmas1 maqsadila 
iqtisadi inki~af N azirliyinin har ii 
sarancam~1 ta~kilatlara gondardiyi rasmi 
talimat maktubudur. 

8.8 Dovlat Proqramlan - ilmummilli va iri 
miqyash iqtisadi, sosial va ba~qa 
vazifalarin hayata ke~irilmasina yonalmi~, 
miiddat, resurslar, icra~ilar, aydm 
milayyan edilmi~ maqsadlar va naticalara 
asaslanan va Azarbaycan Respublikasmm 
uzun milddatli sosial-iqtisadi inki~af 

strategiyas1 ila uygunla~dmlm1~ 
Azarbaycan Respublikas1 Hokumati 
tarafindan haz1rlanan va Azarbaycan 
Respublikas1 Prezidenti tarafindan tasdiq 
edilan hartarafli tadbirlari miiayyan edan 
proqramlardir. 

8.9 Sahavi inki~af Planlan -Azarbaycan 
Respublikas1 iqtisadiyyatmm milayyan 
sahasi ilzra iqtisadi, sosial va ba~qa 

vazifalarin hayata ke~irilmasina yonalmi~, 
milddat, resurslar, icra~1lar va aydm 
milayyan edilmi~ maqsadlara asaslanan va 
Azarbaycan Respublikasmm uzun 
miiddatli sosial-iqtisadi inki~af 
strategiyas1 ila uygunla~dmlm1~ 
Azarbaycan Respublikas1 Hokumati 
tarafindan haz1rlanan va Azarbaycan 
Respublikas1 Prezidenti tarafindan tasdiq 

and regions of the country. 
c) Preliminary Economic Report - a 

document that analyzes the recent 
economic developments and 
evaluates medium-term period 
development prospects compared to 
that of previous years' economic 
performance. 

d) Medium-term Socio-economic 
Development Program - prepared 
by the Government of Azerbaijan, 
which includes medium-term Social 
and Economic Development 
Forecasts and determines main 
directions of socio-economic 
development of the country for the 
next year and following three years. 

e) Public Investment Program - the list 
of public investment projects which 
have undergone detailed 
examination for economic return, 
effectiveness and consistency with 
national and sectoral development 
objectives and priorities. 

f) Medium-term Fiscal Policy - a 
document that determines fiscal and 
tax policies of the government for 
the next year and following three 
years, determines limits for current 
and capital expenditures, identifies 
spending priorities of the 
government. 

g) Call Circular of the Public 
Investment Program - an official 
letter with detailed instruction 
Ministry of Economic Development 
issues every year to collect data and 
information for the formulation of 
the Public Investment Policy and 
Program 

h) State Programs - socio-economic 
development programs prepared by 
the Government of Azerbaijan and 
approved by the President, which 
are designed to enhance national 
socio-economic development, 
balanced regional development, 
national security and defense 
caoabilitv. 
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edikm hartarafli inzibati, iqtisadi, sosial, 
ekoloji, maliyya va texniki tadbirfari 
milayyan edan planlard1r. 

8.10 investisiya Layihalarinin Sosial-
iqtisadi Tasvir Sanadi - Planla!jdmlan 
investisiya layihasinin maqsadini, region 
va ya sahanin inki~afma potensial 
tOhfasini, gozlanikm natica va 
faydalananlar1, o cilmladan hacmini, 
milddatini va ilkin maliyya dayarini aks 
etdiran sanaddir. 

8.11 investisiya layih::isinin ilkin Texniki 
iqtisadi 8saslandmlmas1 - mtlasir xarc
manfaat ilsullar1 vasitasifo investisiya 
layihasinin samaraliliyi va hayata 
ke9irilma potensiah barada ar~d1rma va 
tahlillarin naticalarini aks etdiran layiha 
sanadidir. 

8.12 Prioritet investisiya Layihalari - ilkin 
Texniki iqtisadi 8saslandmlmasmm 
naticalari iqtisadi inki~af Nazirliyi 
tarafindan tasdiq edilan investisiya 
layihalaridir. 

8.13 Prioritet investisiya Layihalarinin 
Siyah1s1 ilkin texniki iqtisadi 
asaslandmlmas1 tasdiq olunmu~ va 
sarancam91 ta~kilatlar tarafindan 
Layihanin Qiymatkmdirilma Sanadinin 
haz1rlanmas1 il9iln Az:;,rbaycan 
Respublikas1 iqtisadi inki~af Nazirliyina 
milraci:;,t edil:m layih:;,larin daxil edildiyi 
siyah1d1r. 

8.14 Layiha Reyestri - ilkin tadqiqat, 
planla~d1rma, tasdiq etma, icra va 
qiym:;,tlandirm:;, kimi milxtalif 
marhalalard:;, olan samncam91 ta~kilatlarm 
investisiya layihalari Layiha Reyestrini 
ta~kil edir. 

8.15 Layihanin Qiymatlandirilma Sanadi -
investisiya layihasinin texniki va iqtisadi 
parametrlarinin Azarbaycan Respublikas1 
iqtisadi inki~af Nazirliyi va salahiyyatli 
ta~kilatlar tarafindan qiymatlandirilmasini 
aks etdiran va layihanin Dovlat ! 
investisiya Proqramma daxil edilmasinin ; 

i) Sector Development Plans 
programs prepared by the 
Government of Azerbaijan and 
approved by the President, which 
are designed to enhance 
development of a given sector of the 
national economy. 

j) Concept Paper of investment 
projects - A document that describes 
the objective, expected benefits and 
beneficiaries, expected contribution 
to the development of a sector, 
region, as well as the size, duration 
and preliminary cost of the planned 
investment project. 

k) Feasibility Study a technical 
document which includes analysis of 
the feasibility and effectiveness of a 
project on the basis of modem costs 
and benefits analysis. 

1) Priority investment project - An 
investment project with a 
Concept Paper becomes a priority 
investment project after 
successfully undertaking Pre
feasibility Study of the 
investment project and receiving 
approval from the Ministry of 
Economic Development based on 
the results. 

m) The list of priority investment 
projects - the list of investment 
projects which have undergone the 
feasibility study and put forward by 
proposing agency for economic 
appraisal by the Ministry of 1 

Economic Development 
n) Projects' Register - the investment 

projects of ministries and agencies, 
which are at different stages of 
identification, planning, approval, 
realization, and evaluation constitute 
the Projects Register based in 
MOED. 

o) Project Appraisal - is the process of 
appraisal and approval of project's 
Feasibility Study by Ministry of 
Economic Develo ment and other 
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maqsadauygunlugunu miiayyan edan 
sanaddir. 

II.· Dovlat 
formala~mas1 

prosed uralari 

investisiya 
va onun 

siyasatinin 
iimumi 

1. Azarb~ycan Respublikasmm 
Prezidenti Iqtisadi inki~af Nazirliyinin 
takliflari asasmda ortamiiddatli milli va 
sektor inki~afi maqsadlarini miiayyan edir. 
Bu maqsadlar son zamanlar ba~ vermi~ 
iqtisadi inki~afm tahlili va ortamUddatli 
iqtisadi inki~af imkanlarmm 
qiymatlandirilmasi asasmda formala~dmhr. 

2. Ortamiiddatli Dovlat investisiya 
Siyas::iti dovlat investisiyalarmm sahalar va 
bolgalar iizra istiqamatlarini, prioritetlarini, 
miiddatini va hacmini miiayyan etmakla 
novbati il va sonrak1 iis: il iis:iln ortamiiddatli 
sosial-iqtisadi inki~af proqnozlarma uygun 
olaraq haz1rlamr. Di5vlat lnvestisiya 
Siyasatinin tartibi prosesi har il Azarbaycan 
Respublikas1 Prezidentinin Fevral aymda 
olkanin sosial-iqtisadi prioritetlarini milayyan 
edan Fannanmm elan edilmasi ila ba~lay1r va 
Nazirlar Kabinetinin Dovlat investisiya 
Siyasatini tasdiq etmasi ila ba~a s:attr. 

3. Azarbaycan Respublikas1 iqtisadi 
inld~af Nazirliyi Dovlat investisiya 
Siyasatinin haz1rlanmasma har il Fevral 
aymm 20-dan gee olmayaraq b~layir va 
layiha siyasat sanadini nazardan kes:irilmasi 
Us:Un Mart aymm 1-dak Nazirlar Kabinetina 
taq dim edir. 

4. Azarbaycan Respublikasmm Dovlat 
investisiya Siyasati va Dovlat investisiya 
Proqrammm istiqamatlari dovlat proqramlan, 
sahavi inki~af planlan va Azarbaycan 
Respublikasmm digar milli va sektor inki~af 
siyasatlarina uygun olaraq haz1rlamr. iqtisadi 
inki~af Nazirliyi ortamiiddatli milli va sahavi 
inki~af maqsadlari va hadaflari ila 
ortamiiddatli sosial-iqtisadi inki~af 
proqnozlan, ortamiiddatli biidca planlar1, 
Dovlat Proqramlan, Dovlat investisiya 

authorized organizations to verify 
technical and economic parameters 
of the project, results of which 
determine inclusion of the 
investment project into the draft 
Public Investment Program. 

II. Formulation of public investment 
policy and its general procedures 

1) The President determines medium-term 
national and sectoral development 
objectives on the basis of the proposals 
prepared by the Ministry of Economic 
Development. These objectives are 
formulated on the basis of the analysis of 
the recent economic development and 
appraisal of the medium-term economic 
development opportunities. 
2) The Medium-term Public Investment 
Policy is formulated for the next year and 
three following years on a rolling basis to 
determine directions, priorities, timing and 
scale of public investments across sectors 
and regions of the country. The formulation 
process of the Public Investment Policy 
starts with determination of socio-economic 
development priorities of the country by the 
decree of the President in February of each 
year and lasts until COM approved the draft 
Public Investment Policy. 
3) The Ministry of Economic Development 
starts the preparation of the draft Public 
Investment Policy no later than February 20 
and submits the draft policy document to 
the Cabinet of Ministers for review by 
March 1 of each year. 
4) The priorities of public investment 
policy and Public Investment Program of 
Azerbaijan Republic are prepared on the 
basis of and in agreement with the medium
term socio-economic development program, 
medium-term fiscal policy, State Programs, 
Sector Development Plans, and other 
national and sectoral development policies 
of Azerbaijan Republic. The Ministry of 
Economic Development coordinates the 
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Siyasati va Dovlat 
arasmdak1 texniki 
alaqalandirir. 

investisiya Proqram1 
1~1 va uygunlugu 

5. Nazirlar Kabineti har il Mart aymm 20-
dan gee olmayaraq Dovfot investisiya Siyasatini 
tasdiq edir. iqtisadi inki~af Nazirliyi tasdiq 
olunmu~ D5vlat lnvestisiya Siyasatini biitiin 
dovlat qurumlarma va nizamnama fondunda 
dovfatin pay1 olan mil:;}ssis:;}fora gon~rir. Dovlat 
investisiya Siyasati bu qurumlann va 
milassisafarin biltiln ortamilddatli planla~d1rma 

i~inin asas1m ta~k.il edir. 
6. Dovlat investisiya Siyasatinin 

strukturunu, hazulanma va tasdiq olunma 
qaydalanm Nazirfor Kabineti miiayyan edir. 

7. Ortamiiddatli sosial-iqtisadi inki~af 

proqnozlan va ortamiiddatli milli va sektor 
inki~af maqs:;}dlarinin ilkin 9ar9ivasi Maliyya 
Nazirliyi va iqtisadi inki~af Nazirliyi 
farafindan har ii gondarifon Talimat 
Maktublarmm vahid siyasi va texniki 
asas1dtr. Maliyya Nazirliyi va iqtisadi inki~af 
Nazirliyi bu Talimat Maktublarmm har 
birinda aks etdirilan gostari~larin bir-biri ila 
uygun olmasm1 famin edir. 

III. Cari blidca Hinda niivbati va 
sonralu U~ ii iizra ortamliddatli blidca 
Hinda Diivlat investisiya Proqrammm 
haz1rlanmas1 prosesi va dovrli 

1. iqtisadi inki~af Nazirliyi Maliyya 
Nazirliyi va Milli Bank1 ila raz1la~d1rmaqla 
son zamanlardak1 iqtisadi inki~af barada 
malumat1 va avvalki illarin iqtisadi 
gostaricilari ila miiqayisa edilmakla 
ortamiiddatli inki~af perspektivlarinin 
qiymatlandirilmasini aks etdiran ilkin 
hesabatt 1 fevral tarixinadak Azarbaycan 
Respublikas1 Nazirlar Kabinetina faqdim 
edir. 

compliance and the technical work between 
the medium-term national and sectoral 
development objectives and targets and the 
medium-term Social and Economic 
Development Program, the State Programs, 
public investment policy, the medium-term 
Fiscal Program, and Public Investment 
Program. 
5) . The Cabinet of Ministers reviews the 
draft Public Investment Policy and approves 
it no later than March 20 of every year. 
Ministry of Economic Development sends 
out approved medium-term Public 
Investment Policy to Line Ministries, which 
should inform all their medium-term 
planning exercises. 
6) Cabinet of Ministers determines the 
structure of the content, preparation and 
approval process of the Public Investment 
Policy. 
7) Preliminary framework of the medium
term socio-economic development forecasts 
and medium'."term national and sectoral 
development objectives represent the 
unique foundation for the Call Circulars 
sent out by the Ministry of Finance and 
Ministry of Economic Development. The 
Ministry of Finance and Ministry of 
Economic Development ensure consistency 
of instructions in both Call Circulars. 

III. The Process and Schedule 
of the Formulation of draft Public 
Investment Program for the coming 
and the following three years 

I. By February 1, the Ministry of 
Economic Development in agreement 
with Ministry of Finance and National 
Bank of Azerbaijan submits to the 
Cabinet of Ministers a preliminary 
report on the recent economic 
developments and the assessment of 
medium-term period development 
prospects compared to that of previous 
years' economic performance. 
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2. 7 fevral tarixinadak Azarbaycan 
Respublikas1 Nazirlar Kabineti ilkin hesabah 
Azarbaycan Respublikas1 Prezidentina 
taqdim edir. 

3. 20 fevral tarixinadak Azarbaycan 
Respublikas1 Prezidenti Azarbaycan 
Respublikas1 Nazirfar Kabinetina novbati il, 
hamc;inin ortami.iddatli dovr i.ic;i.in Azarbaycan 
Respublikasmm milli va sektor inki~af 
maqsadlari va hadaflarini mi.iayyan edilmasi 
barada tap~mq verir. 

4. 1 mart tarixinadak iqtisadi inki~af 
Nazirliyi ortami.iddatli sosial-iqtisadi 
inki~afm ilkin proqnozlan va ortami.iddatli 
dovr i.ic;i.in Azarbaycan Respublikasmm milli 
va sektor inki~af maqsadlari va hadaflarini 
Nazirlar Kabineti, Maliyya Nazirliyi, 
Azarbaycan Respublikas1 D5vlat Neft Fondu, 
Dcvlat Sosial Mi.idafia Fondu va Naxc;1van 
MR Nazirlar Kabinetina taqdim edir. 

5. Maliyya Nazirliyi ortami.iddatli sosial
iqtisadi inki~af proqnozlan i.izra ilkin 
c;arc;ivanin asasmda ortami.iddatli fiskal 
siyasatin ilkin parametrlarini haz1rlayaraq 20 
mart tarixinadak iqtisadi inki~af Nazirliyina 
taqdim edir. 

6. Novbati i1 va sonrak1 i.ic; i1 i.ic;i.in cami 
d5vlat investisiya xarclarinin ilkin mablagi va 
onun sektorlar i.izra payla~masm1 Maliyya 
Nazirliyi ila alaqalandirmakla iqtisadi inki~af 
Nazirliyi Dovlat investisiya Siyasatinin 
haz1rlanmas1 prosesinda milayyan edir. 

7. Novbati i1 va sonrak1 ilc; i1 ilc;iln Dovlat 
investisiya Proqrammm layihasini 
haz1rlamaq maqsadila iqtisadi inki~af 
Nazirliyi 1 aprel tarixinadak D5vlat 
investisiya Proqrammm Talimat Maktubunu 
gondarir. Talimat Maktubundak1 
gostari~larda dovlat investisiya xarclari tizra 
ilkin mahdudiyyatlar aks etdirilir. 

2. By February 7, the Cabinet of 
Ministers submits the preliminary report 
to the President of the Azerbaijan 
Republic. 

3. By February 20, the President of 
Azerbaijan Republic instructs the 
Cabinet of Ministers to execute the 
national and sectoral development 
objectives and targets in the following 
and next three years. 

4. By March 1, the Ministry of 
Economic Development submits the 
preliminary medium-term Social and 
Economic Development Prorgam and 
the medium-term national and sectoral 
development objectives and targets to 
the Cabinet of Ministers, the Ministry of 
Finance, the State Oil Fund, State Social 
Protections Fund and the Cabinet of 
Ministers of Nakchivan AR. 

5. By March 20, the Ministry of 
Finance formulates the preliminary 
medium-term fiscal policy parameters 
based on the preliminary medium-term 
Social and Economic Development 
Forecasts and submits them to the 
Ministry of Economic Development. 

6. The prelimary indicative total 
public investment expenditure amount 
and its sectoral allocations for the next 
year and the following three years are 
determined by the Ministry of Economic 
Development in coordination with the 
Ministry of Finance as part of the 
process for preparation of the Public 
Investment Policy. 

7. By April 1, the Ministry of 
Economic Development issues the 
Public Investment Program Call Circular 
to collect required data and information 
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8. iqtisadi inki~af Nazirliyi can Dovlat 
investisiya Proqrammm investisiya 
layihalarinin icras1 iizra monitorinq 
hesabatlanm va bu layihalarin naticalari iizra 
qiymatlandirma hesabatlanm nazardan 
ke9irir. iqtisadi inki§af Nazirliyi cari 
investisiya layihalarinin planla§dmlm1§ 
xarclarini onlann icras1 va gozlanilan 
naticalari bax1mmdan tahlil edir. N azirlik 
investisiya layihalarinin icrasmm 
samaraliliyini artlrmaq va ya zaruri hallarda 
yeni Dovlat investisiya Proqram1 layihasina 
ba§lamadan onca davam edan layihalari lagv 
etmak ii9iin laz1mi tadbirlar goriir. 

9. Novbdti va sonrak1 ii9 ii ii9iin Dovlat 
investisiya Proqrammm tartibi prosesinda 
cari Dovlat investisiya Proqrammdak1 
investisiya layihal;}rinin m;)zmununda va ya 
maliyyala§ma hacminda har hans1 
dayi§ikliklar miiayyan edilarkan, cari Dovlat 
investisiya Siyasati, ortamiiddatli fiskal 
siyasati, an son ortamiiddatli sosial-iqtisadi 
inki§af proqnozlan va bu Qaydalarda 
miiayyan edildiyi §akilda samaralilik 
hesabatlarmm qiymatlandirilmasi natical;}ri 
nazara ahmr. 

10. Dov lat lnvestisiya Proqrammm 
vasaitlarinin sarancam91 t;}§kilatlar1 iqtisadi 
inld§af Nazirliyinin investisiyalar iizra 
Talimat Maktubuna uygun talab olunan 
formalan doldurlar V;} 1 iyun tarixinadak 
iqtisadi inki§af Nazirliyina taqdim edirlar. 

11. iqtisadi inki§af Nazirliyina sarancam91 
ta~kilatlar tarafindan taqdim olunmu~ 
sanadlarin metodoloji C;}hatdan diizgiin tartib 
olunmasma bax1hr va miisbat olaraq 
qiymatlandirildiyi halda onlar asasmda 
layihalarin sektor va sektorlararas1 
qiym;}tlandirilm;}si V;} qabul olunmu~ iimumi 
sosial-iqtisadi inki§af prioritetlarina uygun 
olaraq ilkin Dovlat investisiya Proqrammm 

for preparation of the draft Public 
Investment Program for the next year 
and the following three years. The Call 
Circular instructions include preliminary 
indicative sectoral public investment 
expenditure limits. 

8. The Ministry of Economic 
Development reviews the monitoring 
reports on the realization and evaluation 
reports on the outcomes of investment 
projects of the current Public Investment 
Program. The Ministry of Economic 
Development considers the planned 
expenditures of the ongoing investment 
projects with respect to levels of 
implementations and expected 
outcomes. The Ministry of Economic 
Development takes measures to increase 
effectiveness of realization of 
investment projects or to eliminate, if 
necessary, any ongoing project before 
embarking on the new draft Public 
Investment Program. 

9. Changes to the content of 
investment projects and to the levels of 
financing in the current Public 
Investment Program are determined by 
taking into account of the current public 
investment policy, the medium-term 
expenditure framework, the most recent 
medium-term framework of Social and 
Economic Development Forecasts, and 
the results of evaluations of 
effectiveness reports as determined by 
these Regulations. 

10. By June l, the authorized 
organizations to use Public Investment 
Program resources complete the forms 
m accordance with the public 
investments Call Circular of the 
Ministry of Economic Development and 
submit them to the Ministrv of 

Annex 4.J. PIPP Formulation and Realization Regulations, EN-AZ 



layihasini 1 avqust tarixinadak haz1rlamr va Economic Development. 
Maliyya Nazirliyina taqdim edilir. 

12. 15 sentyabr tarixinadak iqtisadi 
inki~af Nazirliyi Maliyya Nazirliyi ila 
razila~dmlm1~ Dov lat investisiya 
Proqrammm layihasi iqtisadi inki~af Naziri 
va Maliyya Naziri tarafindan birga 
imzalanm1~ maktubla bi.idea zarfina daxil 
olan sanadlarla birga Azarbaycan 
Respublikas1 Nazirfar Kabinetina taqdim 
edilir. 

13. Azarbaycan Respublikas1 ortamilddatli 
Dovlat investisiya Proqram1 layihasina 
a~ag1dakilar daxildir: 

a) Dovlat investisiya Siyasati Sanadi; 
b) investisiya layihafarinin siyah1s1; 
c) maliyyafa~dirma manbayi 

gostarilmakla har layiha iizra illik 
gozlanilan investisiya xarclarinin 
mablagi; 

d) milli inki~af maqsadlari, sektor 
inki~af planlan, ortamiiddatli 
sosial-iqtisadi inki~af proqnozlar1 
va Dovbt investisiya Siyasatina 
asaslanaraq iimumi va sektorlar 
iizra investisiya xarcbrinin 
ai;1q lamalan; 

e) sektorlar lizra as as m investisiya 
layihafarinin iqtisadi, maliyya va 
sosial qiymatlandirmalarin izahi. 

14. Ortami.idd:;,tli Dovl:;,t investisiya 
Proqrammm layihasi miivafiq 

11. Based on evaluations of forms 
and documentation submitted by the 
authorized organizations and of the 
sectoral and inter-sectoral relationships 
the Ministry of Economic Development 
prepares by August 1 draft Public 
Investment Program in accordance with 
national social and economic 
development priorities and submits it to 
Ministry of Finance. 

12. By September 15, the Ministry of 
Economic Development submits the 
draft Public Investment Program, which 
was agreed upon with the Ministry of 
Finance together with jointly signed 
letter and other documents of the draft 
consolidated budget to the Cabinet of 
Ministers. 

13. The draft medium-term Public 
Investment Program includes the 
following: 
a) Public Investment Policy 
b) the list of investment projects, 
c) amounts of estimated investment 

expenditures by project by year with 
sources of financing, 

d) explanation of the total and sectoral 
investment expenditure allocations 
based on national development 
objectives, most recent sectoral 
development plans, the medium-term 
framework for Social and Economic 
Development Forecasts, and public 

qanunvericiliya uygun olaraq icmal Btldca 
layihasinin bir hissasi kimi Azarbaycan 
Respublikas1 Nazirlar Kabineti tarafindan 
Azarbaycan Respublikasmm Prezidentina e) 
taqdim edilir. 

investment policy. 
evaluations of major investment 
projects by sectors with respect to 

15. Ortamiiddatli Dov lat investisiya 
Proqrammm layihasi mi.ivafiq 

social, economic and financing 
criteria. 

qanunvericiliya uygun olaraq icmal Biidca 14. The draft medium-term Public 
layihasinin bir hissasi kimi Respublikasmm Investment Program is submitted in 
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Prezidenti tarafindan Azarbaycan 
Respublikas1 Milli Maclisina taqdim edilir. 
Ortamtiddatli Dovlat investisiya Proqram1 
Milli Maclis tarafindan tasdiq edilir va icmal 
BUdca ila birga ictimaiyyata a91qlamr. 

IV. Dovl~lt investisiya Proqrammm tartibi 

1. Dovlat investisiya Proqrammm tartibi 
Maliyya Nazirliyi ila alaqalandirilmakla 
iqtisadi inki~af N azirliyi tarafindan hayata 
ke9irilir. 

2. Dovlat investisiya Proqramma yeni 
investisiya layihalarinin daxil edilmasi <lord 
marhalada hayata ke9irilir: 

a) saha nazirliklarinda investisiya 
layihalari iiz~ sosial-iqtisadi tasvir 
sanadinin formala~dmlmas1 va 
iqtisadi inki~af Nazirliyina taqdim 
edilmasi; 

b) iqtisadi inki~af Nazirliyina taqdim 
olunmu~ sanadlar asasmda 
investisiya layihalari arasmda 
se9imin apanlmas1; 

c) Qabul olunmu~ iqtisadi 
prioritetlara uygun olaraq dovlat 
investisiya prioritet layihalarinin 
siyah1smm haz1rlanmas1; 

accordance with the law as part of the 
draft Consolidated Budget by the 
Cabinet of Ministers to the President of 
Azerbaijan. 
15. The draft medium-term Public 
Investment Program is submitted in 
accordance with the law as part of the 
draft Consolidated Budget by the 
President of Azerbaijan to the Mill 
Mejlis. The medium-term Public 
Investment Program is approved by the 
Milli Mejlis and is made public with the 
Consolidated Budget. 

IV. Planning and Realization of 
Public Investment Program 

1. The Ministry of Economic 
Development formulates Public 
Investment Program in coordination 
with the Ministry of Finance. 

2. The inclusion of new investment 
projects into Public Investment Program 
is carried out in four stages: 
a) formulation and selection of the 

investment project Concept Papers 
by the line ministries and their 
submission to the Ministry of 
Economic Development, 
based on submissions, the selection 
of investment projects by the 
Ministry of Economic Development, 

d) Prioritet investisiya layihafarinin 
siyah1smdan Dovlat investisiya b) 
Proqram1 layihasina daxil edilan 
layihalarin va onlarm maliyya 
taminatmm mliayyan edilmasi. c) based on approved economic 

priorities the preparation of the list of 
priority public investment projects, 

d) inclusion of investment projects into 
draft Public Investment Program 
from the list of priority projects and 
securing their financing. 

3. Nazirlik va fa~kilatlann mliayyan 
etma, planl~dmna, tasdiq etma, icra va 
qiymatlandirma i~larinin miixtalif 
marhalalarinda olan investisiya layihalari 
Layiha Reyestrini ta~kil edir. Layiha 
Reyestrinin icras1 ortamiiddatli milli inki~af 
maqsadlari va hadaffarinin, ham9inin Sektor 3. The investment projects of 

and agencies, which are at 
stages of identification, 
approval, realization, and 

inki~af Planlarmm uzun va ortamiiddatli ministries 
maqsadlarinin icrasm1 tamin edir. different 
4. Sarancam91 ta~kilatlarm investisiya planning, 
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layihalarini mUayyan etmak, planla~d1rmaq, 
tasdiq etmak, icra etmak va qiymatlandirmak 
UiyUn istifada etdiklari meyarlar, formalar, 
standartlar va metodlar iqtisadi inki~af 
Nazirliyi tarafindan mUayyan edilir. 

V. investisiya layihalari iizra sosial
iqtisadi tasvir sanadinin formala~d1nlmas1 
va se~ilmasi 

1. Sarancamiy1 ta~kilatlar investisiya 
layihalari Uzra sosial-iqtisadi tasvir 
sanadlarini haz1rlay1rlar. Sarancamiy1 
ta~kilatlar tasvir sanadlari ila investisiya 
layihalarinin maqsadlarini, gozlanilan 
naticalari va faydalananlan, sahanin 
inki~afma layihanin gozlanilan tOhfasini, 
hamiyinin planla~dmlm1~ investisiya 
layihasinin mUddatini, gticlarini va ilkin 
xarclarini miiayyan edirlar. 

2. Sarancamiy1 ta~kilatlar layiha tasvir 
sanadinin qiymatlandirilmasinin naticalarina 
asaslanaraq, layihalari seiyir va Sektor Layiha 
Reyestrina daxil edirlar. 

3. Sosial-iqtisadi tasvir sanadinin tasdiqi 
taklif edilan investisiya layihasinin Dovlat 
investisiya Siyasatina va orta-mi.iddatli sosial 
va iqtisadi inld~af proqramlarma 
uygunlugundan as1hd1r. 

4. iqtisadi inki~af Nazirliyi tarafindan 
sosial-iqtisadi tasvir sanadlari tasdiq edilan 
investisiya layihalari UiyUn ilkin texniki
iqtisadi asaslandmlmasmm haz1rlanmas1 
iiiyiin maliyya vasaiti aynhr. Sektor Layiha 
Siyah1sma daxil edilan investisiya layihasi 
Dovlat investisiya Proqrammm uiyuncii 
ilindan etibaran maliyyala~dirilmasi hayata 
keiyirila bilar. 

evaluation constitute the Projects 
Register. The implementation of 
Projects Register facilitates the 
realization of the medium and long-term 
national development objectives and 
targets and medium and long-term 
objectives of Sector Development Plans. 

4. Terms, forms, standards and 
methods, which the authorized 
organizations of investment projects use 
for identification, planning, approval, 
realization, and evaluation of investment 
projects are determined by the Ministry 
of Economic Development. 

V. Formulation and selection of 
investment project concept papers 

1. The investment project Concept 
Papers are prepared by the authorized 
organizations of the investment projects. 
Investment project Concept Paper is 
formulated to define the objective, expected 
benefits and beneficiaries, expected 
contribution to the development of a sector, 
as well as the size, duration and preliminary 
cost of the planned investment project. 

2. Based on the results of the Concept 
Paper, the authorized organizations select 
the investment project to be recorded 
formally in the Sector Projects Register for 
further development of investment projects. 

3. Concept paper is approved on the basis of 
the proposed project's consistence with the 
Public Investment Policy and medium-term 
socio-economic development program. 

4. Approval of the Concept Paper by 
Ministry of Economic Development 
qualifies an investment project to receive 
funding for the Pre-feasibility Study. An 
investment project with such approval is 
eligible for provisional public financing 
starting from the third year of the draft 
Public Investment Program. 
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VI. investisiya layihalarinin ilkin 
Texniki iqtisadi asasland1rmasmm 
haz1rlanmas1 ii~iin se~ilmasi 

1. Layiha Tasvir Sanadi olan investisiya 
layihalasinin ilkin Texniki iqtisadi 
8saslandmlmas1 ugurla hayata ke9irildikdan 
va naticalar asasmda iqtisadi inki~afNazirliyi 
farafindan tasdiq edildikdan sonra, bu layiha 
prioritet olur. 

2. investisiya layihasi sarancam91 
ta~kilatlan bu layihanin ilkin Texniki iqtisadi 
asaslandmlma haz1rlanmasm1 famin etmak 
U9Un iqtisadi fnki~af Nazirliyina mliraciat 
edir. flkin Texniki iqtisadi 8saslandmlmanm 
haz1rlana bilmasi li9Un talablar iqtisadi 
inki~af Nazirliyi farafindan mliayyan edilir. 
TaXIllin edilan btidcasi iqtisadi inki~af 
Nazirliyinin miiayyan etdiyi hacmdan yuxan 
olan btitiln investisiya layihalari il9lin texniki
iqtisadi asaslandmlmas1 haz1rlanmahdtr. 

3. iqtisadi inki~af Nazirliyi ilkin Texniki 
iqtisadi asaslandmlma ii9iin tasdiq olunmu~ 
layihani elektron Dovlat investisiya Proqram1 
Reyestrinda qeydiyyata ahr. Reyestr Dovlat 
investisiya Proqrammm monitorinqi va idara 
edilmasini asanla~dmr. 

4. investisiya layihasinin ilkin Texniki 
iqtisadi 8saslandmlmas1 hamin investisiya 
layihasinin samaraliliyi barada ara~dirmalarm 
naticalarini aks etdiran layiha sanadidir. Bu 
ar~dmnalar texniki va iqtisadi tahlillar 
asasmda apanhr. 1lkin Texniki iqtisadi 
8saslandmlmadak1 texniki va iqtisadi 
tahlillar Uzra tafablar iqtisadi inki~af 
Nazirliyi tarafindan mliayyan edilir. 

5. fnvestisiya layihalarinin texniki va 
iqtisadi tahlillarini hayata ke9irmak 
salahiyyatina malik olan hliquqi ~axsfar 
Azarbaycan Respublikasmm 
qanunvericiliyina mlivafiq olaraq investisiya 

VI. Preparation and selection of 
priority investment projects 

1. An investment project with a 
Concept Paper becomes a priority 
investment project after successfully 
undertaking Pre-feasibility Study of the 
investment project and rece1vmg 
approval from the Ministry of Economic 
Development based on the results. 

2. The executor of the investment 
project applies to the Ministry of 
Economic Development to qualify the 
investment project for undertaking a 
Pre-feasibility Study. Requirements for 
undertaking the Pre-feasibility Studies 
of the investment projects are 
determined by the Ministry of Economic 
Development. All investment projects 
with estimated budgets beyond the 
threshold identified by the Ministry of 
Economic Development should undergo 
the pre-feasibility study. 

3. The Ministry of Economic 
Development registers the investment 
project which has been approved for 
pre-feasibility study in the electronic 
Public Investment Program Registry. 
The Registry facilitates the monitoring 
and management of the Public 
Investment Programs. 

4. The Pre-feasibility Study of the 
investment project is a project document 
containing the results of studies on 
achievability and effectiveness of the 
investment project that is carried out 
based on technical and economic 
analyses. Requirements for the technical 
and economic analyses in the Pre
feasibility Studies are determined by the 
Ministry of Economic Development. 
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layihalarinin icras1 Uyiln ilkin Texniki 
iqtisadi esaslandmlmanm keyfiyyati va 
dilzgilnlilyiina, hamyinin layihanin tam 
icrasma va biltiln gozlanilan naticalarin alda 
edilmasina tasir gostara bilacak biltiln 
risklarin dilzgiln qiymatlandirilmasina gora 
masuliyyat da§1y1r. 

6. ilkin Texniki iqtisadi 
esaslandmlmanm va investisiya layihalarinin 
digar ekspert tahlillarinin maliyyala§dirilmasi 
iqtisadi inki§af Nazirliyinin raz1hg1 ila 
aynlm1§ bildca vasaiti hesabma hayata 
keyirilir. 

7. ilkin Texniki iqtisadi 
esaslandmlmanm naticalari asasmda iqtisadi 
inki§af Nazirliyi investisiya layihasi 
sarancamy1 ta§kilatlanm alaqalandirmakla 
investisiya layihasini prioritet kimi 
tasnifla§dira bilar. Prioritet kimi 
tasnifla§dirilan layiha Dovlat investisiya 
Proqrammm ikinci ilindan ba§layaraq §arti 
maliyyala§ma alda eda bilar. 

8. investisiya layihalarini taklif edan 
sarancamy1 ta§kilatlar layihanin ilkin Texniki 
iqtisadi esaslandmlmasm1 aparan ta§kilatla 
birlikda layiha tadbirlarindan tasirlanacak 
ahali ila goril§lar keyirmali va milzakiralar 
aparmahd1r. Sarancamyl ta§kilatlar ahalinin 
fikirlarini va takliflarini mUvafiq olaraq 
nazara almah va layihanin mazmununda va 
tadbirlarinda aks etdirmalidir. 

VII. investisiya layihalarinin Dovlat 
investisiya Proqramma daxil edilmasi 
ii~iin se~ilmasi 

5. Legal entities authorized to 
implement technical and economic 
analyses of investment projects bear 
responsibility in compliance with the 
laws of Azerbaijan Republic for validity 
and quality of the Pre-feasibility Studies 
for the realization of the investment 
project including realistic estimation of 
all risks which may affect full 
implementation and realization of the 
investment project and the achievement 
of its expected outcomes. 

6. Financing of the Pre-feasibility 
Studies, Feasibility Studies and other 
expert analyses of investment projects is 
made from allocated budget programs 
by agreement of Ministry of Economic 
Development. 

7. Based on the results of the Pre
feasibility Study, the Ministry of 
Economic Development in coordination 
with the investment project executor 
shall qualify the investment project as 
priority investment project. The projects 
programs, which are qualified as priority 
projects, are eligible for provisional 
financing starting from the second year 
of the Public Investment Program. 

8. The authorized organization for the 
investment project shall undertake 
meetings and discussions with 
communities to be affected by project 
activities. Authorized organizations shall 
give due consideration to concerns and 
suggestions of communities and make 
adjustments to the project design 
accordingly. 

VII. Formulation and approval 
of list of the priority public 
investment projects 

Annex 4.3- PIPP Fonnulation and Realization Regulations, EN-AZ 



1. Maliyya Nazirliyi va sarancam~1 

ta~kilatlann niimayandalari ila 
maslahatla~malar aparmaqla, iqtisadi inki~af 
Nazirliyi investisiya layihasinin milayyan 
edilmi~ meyarlara uygunlugunu tahlil etmak 
ii~iin Layiha Qiymatlandirilma Hesabah 
haz1rlay1r. Qiymatlandirilma Hesabah 
naticasinda layiha tasdiq edila, radd edila, 
tam Texniki iqtisadi 8saslandirmaya talab 
edila va ya galacakda nazara almmaq ii~iin 

spesifik dayi~ikliklarin edilmasi talab edila 
bilar. 

2. ilkin Texniki iqtisadi 8saslandmlmas1 
tasdiq edilmi~ prioritet investisiya layihalarini 
yekun prioritet siyah1ya daxil etmak ii~iin 

layihani icra edan ta~kilat a~ag1dak1 talablara 
cavab vermak ~arti ila iqtisadi inki~af 
Nazirliyina milraciat etmalidir: 

a) investisiya layihalarinin 
maqsadlarinin Dovlat investisiya 
Siyasati va Dovlat investisiya 
Proqramma uygunlugu 

b) investisiya layihasi iizra tasdiq 
edilmi~ ilkin (va ya tam) texniki
iqtisadi asasland1rmamn olmas1. 

3. 8gar layiha iizra Texniki iqtisadi 
8saslandmlma talab olunarsa, investisiya 
layihasinin Texniki iqtisadi 8saslandmlmas1 
tamamland1qdan sonra sarancam~1 ta~kilatlar 
Qiymatlandirma Hesabatmm 
dayarlandirilmasi ii~lin iqtisadi inki~af 
Nazirliyina miiraciat edir. 

4. Prioritet investisiya layihalarinin 
yekun prioritet siyah1ya salmmas1 
prioritetla~dirma i.izra siyasat va texniki 
meyarlar, o ci.imladan a~ag1dak1 gostaricilar 
asasmda hayata ke~irilir: 

a) Dovlat va ozal sektorlarm miivafiq 
rollarmm miiqayisasi asasmda 
investisiya layihalarinin 
maliyyala~dirmasi masalalari iizra 
se9im edilir; 

1. The Ministry of Economic 
Development, in consultation with 
representatives of the Ministry of 
Finance and of the executor agency of 
investment project, will prepare a 
project Appraisal Report to review the 
suitability of the investment project to 
qualify to be in the list of priority 
investment projects. The Appraisal 
Report may result in approval, rejection, 
request for full Feasibility Study, or 
request for specifically elaborated 
changes for potential reconsideration. 

2. In order to include the priority 
investment projects with approved Pre
feasibility Studies in the list of priority 
investment projects, the authorized 
organizations of the investment projects 
shall apply to the Ministry of Economic 
Development meeting the requirements 
of: 

a) compliance of the objectives 
of the investment projects with 
the objectives of public 
investment policy and Public 
Investment Program, 

b) availability of approved pre-
feasibility studies for the 
investment project. 

3. The investment project 
authorized organizations shall apply to 
the Ministry of Economic Development 
for Appraisal Report evaluation after the 
Feasibility Study of the investment 
project is completed. 

4. Selection of priority investment 
projects into the list of priority 
investment projects is carried out based 
on policy and technical criteria of 
prioritization including the following: 
a) the proper role of the government 

sector versus the private sector will 
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b) investisiya layihasinin icrasmdan 
gozlanilan spesifik ol~illa bilan 
naticalarin ortamiiddatli Sektor b) 
inki~af Planlar1 va ortamiiddatli 

govern the choice of investment 
projects for financing, 
the specific expected measurable 
outcomes that the investment 

5. 

milli va sektor inki~af 

maqsadlarina tOhfa verma 
saviyyasi; 

c) Layihalarin ahalinin yoxsul 
tabaqasina tasiri; 

d) investisiya layihalarinin can 
xarclari mtlmkiin qadar daqiq va 
fafsilath olmahd1r, burada yem 
amakda~larm amak haqlan, qeyri
amak haqq1 amaliyyatlan va 
miintazam tamir va texniki 
xidmatla kimi xarclar aks 
etdirilmalidir. Dovlatin, Naxpvan 
MR-nm va biidcadankanar 
fondlarm galacak biidcalarinin 
gozlanilan xarclarini gostarmak 
ii~i.in btidcani haz1rlayanlar orta 
cari xarclari ortamiiddatli xarc 
planlarmda aks etdirmalidir; 

e) Dovlat investisiya layihalarinin 
gozlanilan naticalarina nail olmaq 
ii~iin bu layihalarin 
amaliyyatlarmm hayata ke~irilmasi 
va davamhhgma xidmat 
gosfaracak msan potensiah va 
fiziki va tanzimlayici yard1m~1 
infrastrukturun movcudlugu. 

VIII. Dovlat investisiya Proqram1 
Iayihasinin t<lsdiqi 

1. Maliyya Nazirliyi ila alaqalandirmakla 
iqtisadi inki~af Nazirliyi a~ag1dakllar1 nazara 
ald1qdan sonra prioritet investisiya layihalarin 
siyah1smdan yekun investisiya layihasi 
Dovlat investisiya Proqram1 layihasina daxil 
olmaq ii~iin se~ir va tasdiq edir: 

a) Cami dt>vlat xarclari va investisiya 
xarclari va onlarm neft va qaz 
galirlari ~txtlmaqla icmal biidca 

projects designed to help achieve 
outcomes for medium-term Sector 
Development Plans and the medium
term national and sectoral 
development objectives, 

c) the impact of the major projects and 
programs on the poor, 

d) the recurrent costs estimates of 
investment project expenditures must 
be explicit including wages of new 
staff, costs of non-wage operations 
and regular repair and maintenance. 
The recurrent costs should be 
included in the medium term 
expenditures plans by the budget 
preparers to show the expected 
expenditures in the future budgets of 
state, Naxchivan MR and extra
budgetary funds. 

e) the human capacity, and physical and 
regulatory ancillary infrastructure to 
implement and to sustain operations 
of the public investment projects to 
their planned outcomes. 

VIII. Formulation and 
approval of priority investment 
projects in the draft Public 
Investment Program 

1. The Ministry of Economic 
Development in cooperation with the 
Ministry of Finance approves the 
investment . project from the list of 
priority investment projects in the draft 
Public Investment Program after 
consideration of: 
a) total public expenditure and 
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icras1 

kasiri ila, ham9inin Sosial iqtisadi 
inki~af Proqnozlan 9ar9ivasinda 
cami borcla alaqasi. 

b) Cami dovlat investisiya xarclari 
har bir sektor daxilinda va bUtUn 
sektorlar lizra makroiqtisadi 
stabillik, davamh iqtisadi inki~af 
va dovlat investisiya siyasati 
bax1mmdan dUzgi.in payla~dmhr. 

c) investisiya layihalarinin cari 
xarclari galacak icmal bUdca 
xarclari proqnozlanmn 
hesablanmas1 zamam nazara ahmr. 

IX. Biidca investisiya layibalarinin 

1. investisiya layihalari onlarm mUayyan 
edilmi~ qaydalara uygun olaraq tasdiq edilan 
ilkin Texniki iqtisadi 8sasland1rma va/va ya 
Texniki iqtisadi 8sasland1rmalanna uygun 
~akilda icra edilir. 

2. investisiya layihalarinda tasvir edilan 
icra prosesi mUayyan edilmi~ qaydalara 
uygun olaraq tasdiq edilan layiha proqnozlan 
sanadlarina uygun hayata ke~irilir. 

3. Sarancam~1 ta~kilatlar layihanin atrafl1 
texniki va mUhandislik sanadlarinin 
haz1rlanmas1 prosesinda layihanin arazinin 
ba~ tikinti planma uygunlugunu tamin etmak 
U9Un yerli ahali va milvafiq ta~kilatlar ila 
milzakiralar aparmahdtrlar. 

4. Tasdiq edilmi~ layiha-smeta sanadlari 
va (va ya) dovlat satmalmalarma dair 
baglanm1~ milqavilalara asasan investisiya 
layihalarinin xarclarinda dtizali~lar edila 
bilar. 

investment expenditure and their 
relation to consolidated budget 
deficit excluding oil and gas 
revenues and to total debt in the 
framework of Social and Economic 
Development Forecasts, 

b) total public investment expenditure 
is allocated within each sector and 
across all the sectors appropriately 
for macroeconomic stability, 
sustainable economic growth, and 
public investment policy, 

c) the recurrent cost implications of 
investment projects on the estimates 
of future consolidated budget 
balances. 

IX. Realization of the budget 
investment projects 

1. Investment projects are realized 
in compliance with their Pre-feasibility 
Studies and/or Feasibility Studies 
approved in accordance with established 
Regulations. 

2. The implementation activity 
specified in the investment projects is 
realized in compliance with the project 
estimate documentation approved in 
accordance with established 
Regulations. 
3. Government organizations need to hold 
discussions and meetings with the local 
community to make sure that engineering 
plans are consistent with the master plan of 
the project location. 

3. The cost of investment projects is 
subject to correction based on the 
approved project estimate 
documentation and (or) concluded 
contracts on state procurement 
purchases. 
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X. investisiya layihalarinin icrasmm 
monitorinqi 

1. investisiya layihalarinin icrasmm 
monitorinqini tamin etmak maqsadila 
a$ag1dak1lar hayata ke9irilir: 

a) investisiya layihalarinin 
s~mmcam91 ta~kilatlar tarafindan 
investisiya layihalarinin 
hazrrlanmas1 va icras1 prosesi va 
onun naticalari barada malumatlar 
toplamr va izah edilir; 

b) investisiya layihalarinin 
sarancamyt ta~kilatlan tarafindan 
investisiya layihalarinin 
haz1rlanmas1 va icras1 prosesi va 
onun naticalari barada rilbliik 
malumat iqtisadi inki~af 
N azirliyina taqdim edilir; 

c) icmal maliyyala~ma plamna <lair 
malumat va investisiya 
layihalarinin vaxt cadvali 
yar9ivasinda hayata ke9irilmi~ 
odani~lar barada rilbliik malumat 
Maliyya Nazirliyi 'tarafindan 
iqtisadi inki~af Nazirliya taqdim 
edilir; 

d) investisiya layihalarinin icras1 
prosesina <lair malumatm va 
investisiya layihalari ilzra edilmi~ 

odani~lara <lair malumatm asasmda 
iqtisadi inki~af N azirliyi tarafindan 
investisiya layihalarinin icrasmm 
samaraliliyini qiymatlandirilir; 

e) icmal biidcadan maliyyala~an 
investisiya layihalarinin 1cra 
prosesina <lair rilbliik icmal 
malumatt iqtisadi inki~af Nazirliyi 
tarafindan N azirlar Kabinetina 
taqdim edilir. 

2. Sarancamyt ta~kilatlar investisiya 
layihalarinin ta$kilat daxili monitorinqini 
xilsusi monitorinq va qiymatfondirma ilzra 

X. Monitoring of realization of 
the investment projects 

1. Monitoring of realization of the 
public investments projects provides for: 

a) collection and explanation of 
information by the authorized 
organizations of the investment 
projects on the process and 
results of preparation and 
realization of investment projects, 

b) providing quarterly information 
on the process and results of 
preparation and realization of 
investment projects to the 
Ministry of Economic 
Development by the authorized 
organizations of investment 
projects, 

c) providing quarterly information 
on consolidated plan of financing 
and information on payments 
already made within the schedule 
of investment projects to the 
Ministry of Economic 
Development by the Ministry of 
Finance, 

d) evaluation of current 
effectiveness of realization of 
investment projects by the 
Ministry of Economic 
Development based on the 
provided information about the 
process of realization of 
investment projects and on 
information of payments already 
made on investment projects, 

e) submission of consolidated 
quarterly information on the 
process of realization of 
investment projects financed 
from the consolidated budget to 
the Cabinet of Ministers by the 
Ministrv of Economic 
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bolmalar vasitasila apanrlar. Development. 

3. investisiya layihalarinin 2. Government organizations need to 
monitorinqindan alda edilan malumatlarm carry out domestic monitoring and 
asasmda, hamyinin cari va proqnozla~dmlan evaluation of investment projects 
sosial va iqtisadi gostaricilar nazara alaraq, through special units within the 
iqtisadi inld~af Nazirliyi investisiya organization. 
layihalarinin daha samarali icrasma <lair 
tadbirlar ilzra takliflari Azarbaycan 
Hokumatina taqdim edir. Bu takliflara 
a~ag1daktlar da daxildir: 

a) Azarbaycan hokumatinin va yerli 
icra orqanlarmm investisiya 
layihalarinin samarali icrasma 
yonalmi~ hiiquqi-normativ aktlan, 
hamyinin digar qararlannm icras1 
ila bagh tadbirlarin gori.ilmasi; 

b) Dilzgiln asaslandmlm1~ hallarda 
investisiya layihalarinin icrasmm 
dayandmlmas1 va ya lagv edilmasi; 

c) Az::irbaycan Respublikast 
qanunvericiliyi ila nazarda 
tutulmu~ digar tadbirlar. 

4. investisiya layihalarinin icrasmm 
monitorinqini keyirmak maqsadil::i haz1rlanan 
malumat ilzra formalar, S:::Jrtl:;ir V::l t::iqdim 
edilmasi cadvali iqtisadi inki~af Nazirliyi 
t::irafindan mil::iyy::in edilir. 

XI. investisiya layihalarinin 
samaraliliyinin qiymatlandirilmasi 

1. iqtisadi inki~af Nazirliyi investisiya 
layih::il::irinin samaraliliyini, h::imyinin Dovlat 
investisiya Proqrammm, Dovlat investisiya 
Siyas::itinin samaraliliyini va investisiya 
layihalarinin icrasmdan sonrak1 naticalar va 
faydalara <lair malumat asasmda milayyan 
edir. 

2. investisiya layihalarinin samaraliliyini 
qiymatlandirmak uyun faktiki va 
planla~dmlan xarclar, investisiyalarm faktiki 
va gozlanilan natical::iri milqayisa edilir, 

3. Based on the data of the 
monitoring of investments projects, as 
well as taking into consideration the 
existing and forecasted social and 
economic indicators, the Ministry of 
Economic Development submits 
proposals on measures for more 
effective realization of the investment 
projects to the Government of 
Azerbaijan Republic including: 

a) take measures of standard and 
legal normative acts and other 
decisions of the Government of 
Azerbaijan Republic and local 
executive bodies directed to the 
effective realization of 
investment projects 

b) in well-founded cases, stopping 
of or withdrawal from realization 
of investments projects 

c) other measures, stipulated in the 
legislation of Azerbaijan 
Republic. 

3. Terms, forms and schedule of 
submission of information provided for 
carrying out monitoring on realization of 
investment projects are determined by 
the Ministry of Economic Development. 

XI. Evaluation of the 
effectiveness of the investment 
projects 

I. The Ministry of Economic 
Development evaluates the effectiveness 
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Azerbaijan Republic, 2006 
Budgetary Allocations and Disbursements for capital investments:* DRAFT 

Initial amounts, adjusted amounts after mid-year budget review, and final executions 

Allocated Allocated Percent 
Funds Treasury 

Percent of 
funds funds change in 

disbursed by disbursement 
total 

The name of spending organization and project Treasury rate of July 
FEB2006 JUL2006 allocations DEC 2006 allocations 

disbursement 

Row 

# Thousand AZN Thousand AZN % Thousand AZN % % 

1 2 3 4 5 6 7 

Total in Azerbaijan Republic 611,000 882,331 44.4 880,699 99.8 100.00 

1 The Ministry of Internal Affairs 2,300 4,300 87.0 4,300 100.0 0.49 
2 The Ministry of National Security 2,700 8,000 196.3 8,000 100.0 0.91 ·--. 

3 The Ministry of Defense 1,400 3,000 114.3 3,000 100.0 0.34 
4 The Ministry of Justice 2,400 2,900 20.8 2,900 100.0 0.33 
5 The Ministry of Transportation 71,456 162,532 127.5 162,532 100.0 18.45 
6 The Ministry of Foreign Affairs 5,000 6,495 29.9 6,495 100.0 0.74 

7 The Ministry of Agriculture 600 817 36.2 817 100.0 0.09 
8 State Melioration and Water Economy Agency near the Ministry of 18,423 25,474 38.3 25,462 100.0 2.89 
9 State Agency on Farmer Credits near the Ministry of Agriculture 1,292 845 (34.6) 817 96.7 0.09 

10 The Ministry of Environment and Natural Resources 584 1,250 114.1 1,110 88.8 0.13 

11 The Ministry of Education 34,644 41,326 19.3 41,326 100.0 4.69 
12 The Ministry of Health 20,478 24,133 17.8 24,077 99.8 2.73 

13 The Ministry of Finance 1,338 1,338 (0.0) 1,309 97.8 0.15 

14 The Ministry of Economic Development 3,000 4,254 41.8 4,253 100.0 0.4~ 

15 The Ministry of Labor and Social Protection Ministry 1,385 709 (48.8) 705 99.5 0.0~ 

16 The Ministry of Culture and Tourism 6,054 12,004 98.3 11,614 96.8 1.32 

17 The Ministry of Youth and Sport 13,050 14,360 10.0 14,139 98.5 1.61 

18 The Ministry of Emergency Situations 3,580 45,838 1,180.4 45,838 100.0 5.20 

19 Ministry of Taxation - 3,000 na 3,000 100.0 0.34 

20 State Commission on Emergency Situations 4,000 1,142 (71.5) 1,142 100.0 0.13 



Allocated Allocated Percent 
Funds Treasury 

Percent of 
funds funds change in 

disbursed by disbursem~nt 
total 

The name of spending organization and project FEB2006 JUL2006 allocations 
Treasury rate of July 

disbursement 
DEC2006 allocations 

Row 

# Thousand AZN Thousand AZN % Thousand AZN % % 

1 2 3 4 5 6 7 

21 State Committee on Refuges and IDP Problems 2,733 1,284 (53.0) 1,133 88.2 0.13 

22 Committee dealing with Azeris living abroad 100 600 500.0 600 100.0 0.07 

23 State Customs Committee 3,140 3,140 - 3,140 100.0 0.36 

24 State Committee on the State Property Management 2,000 3,000 50.0 3,000 100.0 0.34 

25 State Statistics Committee 100 200 100.0 200 100.0 0.02 

26 State Land and Cartography Committee 124 0 (100.0) 0 cancelled . 
27 Committee on Closing of the State Committee on Construction and na 90 100.0 0.01 

28 High Commission on Attestations under Administrative Office of President If·.·. ij na 43 100.0 0.00 

29 Administrative Office of the President of the Az Rep 10,000 15,000 50.0 15,000 100.0 1.70 

30 Administrative Office of the Cabinet of Ministers 3,600 3,600 - 3,600 100.0 0.41 

31 Administrative Office of the Milli Meclis 2,400 10,147 322.8 10,147 100.0 1.15 

32 National Academy of Sciences 1,400 1,750 25.0 1,630 93.1 0.19 

33 Special State Defense Service 3,640 4,290 17.9 4,290 100.0 0.49 

34 Main Prosecutor Office of the Republic 2,000 2,000 - 2,000 100.0 0.23 

35 State Border Service 4,600 21,700 371.7 21,700 100.0 2.46 

36 Supreme Court 3,000 7,000 133.3 7,000 100.0 0.79 

37 Service of the State Register of real estate near the Cabinet of Ministers of the 1,500 1,500 - 1,500 100.0 0.17 

38 State Agency on Standardization, Metrology and Patent 400 400 - 400 100.0 0.05 

39 "Azeristiliktechizat" SC (heating company) 5,000 12,000 140.0 12,000 100.0 1.36 

40 Azerbaijan Air Ways (2 airports) • na 22,000 100.0 2.50 

41 Azerbaijan Shipping Company (1 oil tanker) - na 13,000 100.0 1.48 

42 "Azersu" SC (water company) 37,333 43,278 15.9 43,229 99.9 4.91 

43 "Azerigas" JSC 1,000 13,060 1,206.0 13,060 100.0 1.48 

44 "Azerenergy" SC (modular electric generator stations) 272,500 240,500 (11.7) 240,499 100.0 27.31 

45 Agency on Rehabilitation and Reconstruction of the territories of the AR 19,700 26,806 36.1 26,419 98.6 3.00 

46 National Agency on the Clearing of Mines from the Territories of the Az Rep 1,080 1,136 5.2 1,136 100.0 0.13 

47 Baku Metro 14,444 17,525 21.3 17,525 100.0 1.99 



Allocated Allocated 
funds funds 

The name of spending organization and project FEB2006 JUL2006 
Row 

# Thousand AZN Thousand AZN 

1 2 3 

48 Baku State University 600 600 

49 Azerbaijan Architecture and Construction University 362 362 

50 Azerbaijan Technical University 600 600 

51 Azerbaijan State Economic University 400 400 

52 Baku Musical Academy 100 100 

53 Ganja Car Factory 50 50 

54 Clinic Hospital #5, Baku 40 40 

55 "Azon" plant 100 100 

56 TOTAL RAYON AND CITY EXEC OFFICES 13,700 18,696 

57 Balm City Executive Offices 1,800 2,940 

58 Sumqayit Executive Offices 1,100 1,100 

59 Ganja Executive Offices 644 644 

60 Other Rayon and City Exec Offices 10,156 14,012 

61 Nakhchivan AR COM 

62 Azerbaijan Nizami Gencevi Literature Museum l1jl;';\~'!;~}'.~1f~jl,iiii1;il~ii~ -

-~ 
63 Azerbaijan Health Ministry Cancer Center 

64 Share of Az Rep in WB loan projects in Justice, Health and Agriculture 

65 

66 Reserve 

Source: MOED PI Department from Treasury execution report (3011212006). 

*I These allocations are approved by the Milli Mejlis in total as a single budget line item 
Row # 60/ Sum of all other rayon and city executive organs (other than Baku, Sumgayit, and Gence) 
na/ Not applicable 

7,638 

The shaded cells indicate new allocations for projects after mid-year review in July authorized by the COM. 
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Percent 
Funds Treasury 

Percent of 
change in 

disbursed by disbursement 
total 

allocations 
Treasury rate of July 

disbursement 
DEC 2006 allocations 

% Thousand AZN % % 

4 5 6 7 

- 600 100.0 0.07 

- 362 100.0 0.04 

- 600 100.0 0.07 

- 400 100.0 0.05 

- 100 100.0 0.01 

- 50 100.0 0.01 

- 40 100.0 0.00 

- 100 100.0 0.01 

36.5 18,696 100.0 2.12 

63.3 2,940 100.0 0.33 

- 1,100 100.0 0.12 

- 644 100.0 0.07 

38.0 14,012 100.0 1.59 

na 24,100 100.0 2.74 

na 3,400 100.0 0.39 

na 4,544 100.0 0.52 

na 131 68.3 0.01 

(99.6) - - -
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CHARTER 

PUBLIC INVESTMENT DEPARTMENT 

THE MINISTRY OF ECONOMIC DEVELOPMENT OF THE REPUBLIC OF AZERBAIJAN 

I. General Provisions 

1.1 This Charter has been prepared in compliance with the decree No 504, dated 28 
December 2006 of the President of the Republic of Azerbaijan on "Actions to be taken to 
improve the performance of the Ministry of Economic Development of the Republic of 
Azerbaijan" and "the Charter on the Ministry of Economic Development of the Republic 
of Azerbaijan" approved by that decree, and determines the key responsibilities, 
functions, and regulations for organizing the activities and responsibilities of the staff of 
the Public Investments Department (hereinafter - the Department) in the Ministry of 
Economic Development of the Republic of Azerbaijan (hereinafter - the Ministry). 

1.2 The Department refers, in its activity, to the legislation of the Republic of Azerbaijan, the 
decrees and orders of the President of the Republic of Azerbaijan, the decrees and orders 
of the Cabinet of Ministers of the Republic of Azerbaijan, other normative legal 
framework, the international agreements the Republic of Azerbaijan is a party to, the 
orders and decrees of the Minister of Economic Development of the Republic of 
Azerbaijan (hereinafter the Minister) and this Charter. 

1.3 The Department's main objective is to provide strategic direction, planning, coordination, 
information and evaluation for the preparation and implementation of the PI Program that 
ensures sustainable and rapid socio-economic development of the Azerbaijan Republic. 

1.4 The Department reports to the Minister being an organizational unit of the Ministry's 
central administration and builds its activity in mutual coordination with the other 
organizational units of the Ministry, as well as the institutions with a legal entity status 
that are subordinate to the Ministry. 

II. Key Functions of the Department 

2.1 The key functions of the Department are to formulate Pl policy of government based on 
analysis of socio-economic development of the country and pursuant to socio-economic 
development strategy of Azerbaijan; to organize and coordinate work related to 
implementation and supervision of state appraisal of all investment projects (proposals) 
from government agencies, public commercial and non-commercial enterprises and 
companies with majority state ownership; jointly with other relevant agencies develop 
and submit to proper agencies draft Pl program based on justification of PI projects and 
evaluation of their financial-economic analysis results; regularly take measures for 
monitoring and evaluation of investment projects; and to improve formulation and 
implementation of Pl policy and PI program. 

III. Duties and Responsibilities of the Department 

In line with key functions delineated herein, the Department shall fulfill following duties: 

1 



Draft 

Formulation of PI Policy 

3.1 Based on Socio-Economic Development Forecasts prepared by the MOED and Medium 
Term Budget Forecasts prepared by the MOP, the Department develops and submits 
relevantly PI Policy paper on annual basis 

3.2 Prepares proposals and recommendations on the role of PI in the overall structure of the 
economy, perspectives for change, related problems and their solutions, as well as 
studying of investment needs of ordering (client) organizations 

3.3. Within its authorities and pursuant to its responsibilities, jointly with other departments, 
formulates major directions for medium and long term PI policies 

3.4. Ensures linking of key PI directions with targeted state programs and country's overall 
socio-economic development strategy; within its authorities participates in the 
formulation of state programs 

3.5. Provides opinion on initial amount of total PI expenditure for next year and following 
three years 

3.6. In consolidated budget development process, within its authorities and in' compliance 
with its functions, participates in formulation of PI related forecast indicators of socio
economic development; planning and analysis of budget lending, government and 
government guaranteed debts 

3. 7. In order to implement high-quality and comprehensive analysis of PI and to identify the 
optimal volume of PI, collects and analyses detailed statistical data (classified into 
economic sectors, regions, private and public, internal and external, etc.) 

3.8. In the beginning of each fiscal year, analyses impact of PI on macroeconomic stability 
and economic growth; sends relevant reports to appropriate institutions and ensures 
integration of evaluation results in policy papers. 

Appraisal of PI 

3.8. Performs individual and comparative analyses of investment projects submitted by 
client agencies, reviews their economic efficiency, social significance and inter-relation 
with other divisions; and prepares PI project forecasts for the next year and the 
subsequent three years 

3.9. Discusses with other relevant agencies and ministries economic evaluation paper 
prepared based on pre-feasibility and feasibility studies of investment projects; prepares 
opinion on whether the project should be included in the PI Program 

3.10. Evaluates new investment project proposals (through reviewing concept paper), 
prepares opinion on taking the proposals to feasibility study stage and their conformity 
with PI policy 

3.11. Prepares opinion on allocation of funds for preparation of Pre-Feasibility and 
Feasibility Studies of projects 

3.12. Reviews cost estimates of transitional projects funded from PI expenditure, makes 
relevant proposals, attracts independent experts when necessary 

3.13. To promote attraction of investment, coordinates the activities of state commercial and 
non-commercial organizations (as well as the activities of SOEs and organizations with 
state ownership), reviews investment proposals prepared and received and conducts 
their appraisal within its competence 

3.14. In order to identify investment needs of potential client organizations for the next year 
and for the subsequent three years, sends call circulars (questionnaires) for submission 
of investment projects 

PI Program Formulation 
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3.15. Sets criteria for prioritization of PI projects, identifies their intra-sector, inter-sector 
and national priorities within the framework of PI program 

3.16. Determines sectoral and regional breakdown of PI and projects 
3.17. Establishes and manages Project Registry for registration of projects from various 

ministries and agencies at the stage of proposal, planning, approval, implementation 
and evaluation 

3.18. Identifies criteria, forms, standards and methods used by authorized agencies for 
investment project identification, planning, implementation and evaluation; prepares 
methodological guidelines and reference materials for their application 

3 .19. Reviews preparation of authorized agencies' investment project documentation from 
methodological viewpoint and if approved based on them prepares and submits 
properly first draft of PI Program in compliance with accepted overall socio-economic 
development priorities, and funds allocated for PI expenditure in each year's 
consolidated budget 

3.20. Comments on the final draft of PI Program before it is submitted to the COM 

Monitoring and Evaluation of PI 

3.21. Monitors and analyses implementation status of PI projects by authorized agencies 
3.22. On a regular basis prepares progress reports on PI Program projects; monitors 

implementation and evaluates efficiency of projects; reviews implementation status of 
completed projects; prepares relevant statements (notes) 

3.23. Taking into account projects' monitoring and evaluation data, in order to ensure 
efficient implementation of PI projects makes proposals for improving their 
administrative, economic and legal framework 

3.24. At the end of each year, compares forecast indicators on PI allocation and 
implementation efficiency for that year against actual results, prepares written report 

3.25. Identifies terms, forms and schedule for reports needed for monitoring of investment 
projects implementation 

Cross-Divisional Tasks 

3.26. Establishes information system of PI. For this purpose creates the database of PI 
projects, ensures systematic coding of projects, and regularly improves the database and the 
information system to meet the information needs for effective planning of PI 
3.27. Makes proposals on creating additional funding sources for financing PIP, as well as on 

financing of selected priority projects 
3.28. Pursuant to legislation ensures participation of Ministry's representatives in tender 

commissions of agencies with direct relation to PI projects and purchasing agencies 
involved in state purchases 

3.29. Makes proposals for improving relevant legislation to increase efficiency oflegal, 
administrative and economic basis for PI project related purchases 

3.30. Studies international experience on PI policy formulation, PI forecasting, planning, 
implementation and evaluation problems; makes proposals to improve existing practice 
on PI planning and implementation and work of Azerbaijan State Investment Company 

3.31. In order to strengthen capacity, skills and knowledge of authorized agencies on PI 
project development and implementation, as well as to ensure efficient application of 
modem methodologies jointly with relevant scientific-research institutes, universities, 
and NGOs holds trainings, seminars and conferences 

3.32. Drafts orders, decrees and other documentation related to Department's functions; 
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3.33. Considers incoming requests, prepares responses to them and takes other measures in 
compliance with the legislation 

3 .34. Fulfills other responsibilities assigned by the Minister 

IV. Rights of the Department 

The Department has the following rights in fulfillment of its duties: 

4.1. To evaluate implementation status of PI projects by client organizations; to perform 
monitoring and supervision in this field, with this purpose to visit project 
implementation sites; to obtain documents and information on project implementation 

4.2. To request additional documents and data from client organizations in order to justify 
priority and importance of PI projects and to evaluate their implementation status 

4.3. To inquire and obtain necessary information (documentation) and reports from related 
institutions, state commercial and noncommercial enterprises, as well as organizations 
with state ownership, the Ministry's structural units, and the Ministry's subordinated 
institutions with a legal entity status 

4.4. To draft normative legal acts and other documents related to its activities, conduct their 
expertise, provide opinion and make proposals, conduct reviews, prepare analytical 
materials, provide opinion on draft normative legal acts prepared by other institutions 
on PI and take part in their discussions 

4.5. To attract relevant experts to establish close relations and cooperate with state agencies, 
project research institutes, universities, municipalities, NGOs and other organizations in 
order to fulfill its duties and to improve PI planning and implementation process 

4.6. Within its authorities, to give instructions to all divisions under the Department and 
follow up their implementation 

V. Accountability 

The following accountability requirements are established for efficient work of the 
Department: 

5.1. Every year prepares initial draft of PI policy no later than identified by relevant 
legislation, submits it to the COM and distributes the approved policy paper to relevant 
agencies 

5.2. Distributes PI Call Circular in order to prepare PI Program for next year and subsequent 
three years 
5.3. Reviews PI project documentation of authorized agencies from methodological 

viewpoint and if approved within the time limit set by the legislation and submits to the 
MOF the first draft of PIP 

5.4. Prepares opinion on suitability of PI projects received from authorized agencies and 
allocation of funds for their Pre-Feasibility Studies 

5.5. Performs Pre-Feasibility Study of the project and if approved, the projects are included 
in PI Program to be implemented next year 
5.6. Within deadline set by legislation responds to information and explanation inquiries 

regarding PI policy, PI Program, PI project development and implementation by state 
enterprises, private companies and individuals 

VI. Organization of the Department's Activities 

4 



Draft 

6.1 The Department is established and abolished by the Minister's order 
6.2 The Department's structure is as follows: 

• Department Head 
• Deputy Department Head 
• PI Policy and Program Division 
• PI Projects Appraisal Division 
• PI Projects Monitoring and Evaluation Division 

6.3 The Department is led by the Department Head appointed and dismissed by the Minister, 
bearing responsibility personally for fulfilllment of the responsibilities and functions 
assigned to the Department 
6.4 Department Head shall: 

• Organize the Department's activities and carry out overall management 
• Provide supervision to ensure that staff members fulfill their responsibilities on a 

timely manner and accurately, and adhere to labor disciplines and internal 
regulations 

• Assign mandatory instructions and tasks related to activity of staff and supervise 
them on a daily basis 

• Make proposals to the Minister regarding disciplinary actions and incentives, 
participate directly in their performance evaluation 

• Represent the Department in the Ministry's collegiums and other events, coordinate 
the Department's activities with other structural units of the Ministry 

• Allocate duties among the Divisions and staff of the Department 
• Prepare a Work Plan for the Department for each year in accordance with the key 

objectives and functions of the Department and agree it with the Head of the 
Ministry's Administration 

• Prepare monthly and annual reports on the Department's performance and submit 
them to the Head of the Ministry's Administration 

• Ensure implementation of additional tasks assigned to the Department by the 
Ministry's management 

• Take measures to provide the staff of the Department with necessary economic and 
legal information 

• On regular basis, send Department staff to trainings, scientific and practical events 
in order to ensure that the their performance meets modem requirements and to 
increase their skills and knowledge 

• Represent the Ministry based on the instruction or presentation of the Ministry's 
management in different level temporary committees, commissions and working 
groups 

6.5.Authorities of the Divisions are limited to discharge of duties set by the Department 
Head and arising from the Department's key functions and responsibilities 

6.6.Functions related to PI Policy and PI Program formulation, PI expertise and PI 
monitoring and evaluation are performed by PI Policy and Program Division, PI 
Expertise (Appraisal) Division and PI Monitoring and Evaluation Division, 
respectively 

6.7.The Department organizes its work and activities pursuant to work schedule 
prepared and approved by relevant Deputy Minister on annual basis 

6.8.The Divisions will fulfill the responsibilities assigned to them by the Department 
Head and will be solely responsible for this 

6.9. In the absence of the Department Head his/her authorities will be carried out by the 
Deputy Department Head by the Minister's order 

VII. Responsibility of the Department's staff 

5 



Draft 

7.1 The Department Head and the Deputy Department Head are responsible for timely 
and accurate accomplishment of the Department's responsibilities 

7.2 Respective Division Heads are responsible for timely and accurate accomplishment 
of the responsibilities set for their Division 

7.3 Within the key objectives and functions of the Department determined by the 
legislation and this Charter each staff member of the Department will be 
responsible for compliance of the documents, which they prepare, study and sign 
(authorize), with legislative acts of the Republic of Azerbaijan, the Minister's 
orders and decrees. 

6 
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THE PUBLIC INVESTMENT POLICY PROJECT (PIP-PROJECT) DRAFT 

Public Investment Policy and Programming (PIPP) & Public Investment Program (PIP) Issues: 2005-2010 

THE PURPOSE OF THE PROJECT: To help strengthen the Government of Azerbaijan's institutional, organizational and technical capacity for: 

(i) long-tenn development and policy planning (Ii) capital budgeting and (iii) investment project preparation, appraisal, and monitoring 

PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 
Comments 

Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 
a b c d e f 

Long-term national and sector 1 State program on poverty 1 A draft SPPRSD 2006-2015 is 1 SPPRSD 2006-2015 operation long-term national and sector Incorporating regional and 
development objectives, strategies reduction exists (SPPRSD) prepared begins development objectives, municipal programs is an 
and investment policies 2 State program on regional 2 No change 2 SPSEDR is updated strategies and investment policies outstanding issue 

development exists (SPSEDR) for 3 No change 3 Preliminary NDF with policy are elaborated by the GOAZ 
Medium-term national and sector 2004-2008 4 No change priorities is discussed 
objectives and targets 3 No concrete National 4 Cooperation is built among Annually, medium-term national 

Development Framework (NDF) (Additionally: There have been central economic agencies for and sectoral objectives and 
with clear direction and priorities numerous targeted Presidential budgeting and public investments targets are elaborated 
in M-T initiatives of new regional and intensified MOED coordinates 
4 No institutional coordinating sectoral development plans) with MOF and NBA (on NDF and 
structure to execute a NDF a consistent macroeconomic 

frmaework) 
(Additionally, introduce concrete 
coordination of projects in 
national, sectoral and regional 
development programs) 

Medium-term investment planning 1 MTMF is quantitatively 1 No change 1 A nominal MTMF based on a 1 A fully operational 
and budgeting at macro level inconsistent 2 A PIP (2007-2010) is provided macroeconomic consistency macroeconomic model which 

2 A PIP (2005-2008) is provided by MOED model MOED together with MOF advises the Government's 
byMOED 3 No change and NBA create a FPM for internal economic policy decisions 
3 A MTEF is provided by MOF 4 No change consistency ERSRI assists 2 PIP envelope in alignment with 
4 No coherent links between 5 No change 2 A PIP (2008-2011) is provided MTMF 
MTEF and PIP on policy and by MOED 3 MTEF in alignment with MTMF 
capital expenditure programming 3 No change 4 Close links in policy and 
5 PIP 2004-2008 is not approved 4 links based on more closely expenditure programming 
by the Parliament Parliament designed Call Circulars, in 5 Medium-term PIP is approved 
approves in the annual budget particular with respect to NDF as part of the consolidated budget 
only next year's amount of capital 5 No change by the Parliament The policy 
and investment expenditures The integrity of the PIP prepared by 
COM configures a new list of the MOED is preserved for 
investment projects based on the implementation 
single amount allocated by the 
Parliament 

Annex 4.7-PI issues matr//112412008 



- - - - - - - - - - - - - - - - - - - - .. 
PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 

Comments 
Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 

a b c d e f 
3 Well formulated L-T and M-T SDPs Not consistently well formulated No change More consistent SOP formulation More consistent and higher quality Incorporating regional plans is 

Prioritization and sequencing of SDPs (realistic objectives and targets L-T and M-T SDPs in selected an outstanding issue 
sector investment projects L-T SDPs approved by COM with indicators and outcome LMs 

No formal or technical measurements) Some capacity at selected LMs 
prioritization or sequencing Start capacity building for for prioritization and sequencing o1 
Need for operational M-T SDPs prioritization and sequencing sector investment projects 

techniques in selected LMs 

4 Medium-term public investment 1 L-T SOP driven investment No change 1 Medium-term SOP formulation Investment programming are Incorporating regional plans is 
planning and budgeting at sector projects techniques are designed for annualized according to clear M-T an outstanding issue 
level 2 No close links between sectoral selected LMs SOP objectives 

MTEF and sectoral PIP in policy 2 In the LMs, institutional In the LMs, medium-term public 
and programming arrangements are determined to investment planning and current 

bring closer the processes of budgets are prepared in closer 
preparation of current budgets alignment with each other 
and capital budgets 

5 Medium-term capital budget BLS does not regulate capital No change Adjusting the timing of the PIP Amendments to the BSL and 
planning and current budget budgeting preparation to budget preparation approval of new budget 
formulation in an integrated process Disparate current and capital cycle (in COM order) regulations 
at the macro level and alignment of budget formulation (at MOF and Coordination in information BLS becomes comprehensive to 
the preparation of annual rolling-PIP MOED) requirements of the call circulars regulate capital budgeting Capital 
with the budget cycle No strictly adhered guidance on of the MOED and of the MOF budget planning and current 

rolling-PIP formulation with Instructions for the capital budget budget formulation practices are 
respect to the budget cycle and current budget preparation in closer alignment with each 

are improved (better MTMF, other 
similar policies and strategy 
directives, and timetables) 

6 Realistic recurrent cost implications Recurrent cost implications of No change 1 In selected LMs, the capacity in Recurrent cost implications of Incorporating regions and 
of investment projects on MTEF are investment projects are not recurrent cost estimations are investment projects on MTEF are municipalities is an 
fully accounted for explicitly addressed for the future introduced better accounted for outstanding issue 

budgets 2 In the MOF and MOED the 
capacity in recurrent cost CC (MOED, MOF) includes a 
estimations are introduced Form which asks for the recurrent 
Corroboration between MOED cost estimates of investment 
and MOF regarding recurrent cost projects 
estimations and accounting for the 
estimates in the MTEF 
3 PIP CC includes a Form which 
asks for the recurrent cost 
estimates of investment projects 

2 



- - - - - - - - - - - - - - - - - - - - -
PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 

Comments Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 
a b c d e f 

7 PIPP coverage should be as Not comprehensive (not all extra- No change Possible inclusion of all extra- PIPP coverage will be more 
comprehensive as possible to get a budgetary funds, not all SOEs, no budgetary funds for policy comprehensive All budgetary 
truer picture of all public NGOs, no private contributions) discussions capital outlays are shown in the 
investments for policy decisions consolidated budget 

8 PIP should not exclude projects of Sectors not acquiring fixed assets No change To include for PIP policy PIP should not exdude projects of 
sectors whose investment projects are not represented in the PIP consideration some of the sectors whose investment 
are not only for the acquirement of portfolio In policy and in investments from agencies that projects are not only for the 
fixed assets programming, consideration of have been omitted so far acquirement of fixed assets 

project impacts on cross-cutting 
issues are missed If agencies are 
able to fund their own projects, 
the impacts of the investments 
are not considered in the 
composition of the PIP 

9 In public investment decisions, full No clear accounting or delineation No clear delineation More complete call circular In public investment decisions, full 
and clear accounting and ((rehabilitation, building anew) responses through better and clear accounting and 
delineation of the purposes of In PIP new call circular some instructions and training The delineation of the purposes of 
investment project spending and agencies provided numbers for MOF can provide historical investment project spending and 
other capital expenditures aggregate capital expenditures information directly to the MOED other capital expenditures 

10 Public investment project Role of State in all economic No change No change Public investment project Incorporating regions and 
identification and selection are activities is heavy identification and selection are municipalities is an 
made based on demand driven Not quantitatively determined (Additionally: Selected sector made based on demand driven outstanding issue 
methods justified by quantification No independent expert review case studies on actual projects methods justified by quantification 
and by use of public participation No public participation training based on the experience ) and by use of public participation 

No analyses of whether externally 
funded projects respond to 
domestic demands 

11 Technical preparation of public Questionable cost projections No change No change Public investment projects are Incorporating regions and 
investment projects are based on (calculations based on 1991 year prepared consistent with municipalities is an 
modern methodologies and indexed cost structures (Additionally: Selected sector principles of Integrated Project outstanding issue 
analyses No 8/C, No NPV (with possible case studies on actual projects (B/C) Analyses 

exceptions of externally funded training based on the experience ) 
projects) The use of 1991 year indexed 

cost structures are discontinued 

3 Annex 4.7-PI issues matr//1/'24/'2008 



- - - - - - - - - - - - - - - - - - - - -
PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 

Comments Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 
a b c d e f 

12 Public investment projects Not transparent tender and No change No change Regulations on public investment Incorporating regions and 
implementation in accordance with procurement projects implementation municipalities is an 
regulations that guarantee limited accountability and limited Institutional arrangements for outstanding issue 
effectiveness and accountability authority on project devolvement of authority and 

implementation increase of accountability 
Very low institutional capacity and Increase of capacities in reporting, 
incentives inspection, and auditing gained 

13 Reporting on project 1 Rudimentary reporting: mostly No change Assess needs and any possible Introduce institutional and Incorporating regions and 
implementation: among public on financial information (MOF) to institutional and regulatory regulatory arrangement for municipalities is an 
institutions and in public COM arrangements for increased increased reporting on outstanding issue 

2 No reporting to the public and reporting in implementation implementation of investment 
no accountability towards public Introduce establishment of projects: among public institutions 
oversight benchmarks and target and in public 

measurements 

14 Reporting on outcomes of 1 No evaluative reporting: mostly No change Assess needs and any possible Introduce institutional and Incorporating regions and 
investment projects: among public on financial disbursements and institutional and regulatory regulatory arrangement for municipalities is an 
institutions and in public physical realization arrangements for increased increased evaluative reporting on outstanding issue 

2 No evaluative reporting to the evaluative reporting on investment projects: among public 
public and no accountability investment projects institutions and to public 
towards public oversight Introduce establishment of 

benchmarks and target 
measurements 

15 Public investment project Very limited monitoring, except for No change Selected LM SOP preparations Regulations on M&E processes Incorporating regions and 
monitoring and evaluations in financial irregularities should recognize the use of M&E on investment project cycle municipalities is an 
accordance with regulations No post-realization evaluations Design indicators and outcome stages outstanding issue 

No regulations/system on measurements for selected Sets of indicators and outcome 
information dissemination or sectors or types of projects measurements (and targets) are 
feedback mechanisms Require appropriate M&E designed 
No institutional units, capacities, indicators and outcome M&E capacities and incentives (in 
and incentives measurements (and targets) in administrative units) are 

project cycle stages established at LMs, MOF, and 
MOED 

4 Annex 4.7-PI issues matrll1/24!20oa 



- - - - - - - - - - - - - - - - - - - - -
PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 

Comments 
Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 

a b c d e f 
16 Integrated performance indicators 1 No detailed and meaningful 1 No change Assess needs for the system of Design and propose dasses of Incorporating regions and 

and outcome measurements in indicators or outcome 2 The draft SPPRSD 2006·2015 indicators and outcome indicators and outcome municipalities is an 
project preparation measurements document (not yet published) measurements measurements for projects to use outstanding issue 

2 No operational linkages by improved the system of its Build capacity to introduce and 
indicators and outcome measures indicators and outcome operationalize the use of 
between objectives of SPPRSD, measurements compared to the indicators and outcome 
SPSEDR and sector plans with previous SPPRSD document measurements (and targets) in 
the outcomes of investment SDPs, PIPs, budget programs, 
projects and budget programs and other State development 
which are to realize these programs 
objectives 

17 Public participation in all stages of Very limited participation only in No change in practice Disseminate information more Establish more channels for more Incorporating regions and 
public investment decision-making the early project planning stages No change in enforcement of broadly on positive externalities of revenue and expenditure municipalities is an 

mostly in social sectors available legislation public participation benefiting transparency outstanding issue 
Some participatory activities in public investments management SPDs in selected LMs incorporate 
externally funded projects mostly Seek means to establish more public participation practices in 
in the early project cycle revenue and expenditure public investment decision· 
Very limited M&E by civil society transparency making and in M&E by NGOs, 
on outcomes Pursue increased enforcement of CSOs, independent experts and 

legislation which allows for other stakeholders 
transparency and public 
participation 

18 PIP document presentation A set of annexed tables with PIP document presentation has a PIP document presentation has a PIP document presentation 
incorporates thorough analyses of financing information of projects nominal MTMF (not quantitatively somewhat internally consistent incorporates analyses of the 
the balance of economic and No explanations of reasons and consistent) Brief description of MTMF balance of economic and 
investment policies, of sectors (oil justification of financing of sector recent economic developments Possibly more thorough analyses investment policies, of sectors (oil 
and non-oil), of regions, of center vs and project allocations in relation and medium-term macroeconomic of reasons and explanations for and non-oil), of regions, of center 
regions, of impact of subsidies, of to NDF or M-T economic expectations are included sector and project allocations if vs regions, of impact of 
sustainability, and of cross-cutting framework and resource A set of annexed tables with PIP preparation is motivated by a subsidies, of sustainability, and of 
issues constraints financing information of projects more evident economic and cross-cutting issues 

No compelling explanations for investments policies (i e a 
the sector and project allocations preliminary NDF) 

5 



- - - - - - - - - -
PIPP Stages/ 

Good Practices 

a 
19 !Transparent presentation of PIP 

the Pariiament 

,,.nuu1v><1 by the Pariiament of PIP 
allocations according to budget 
classification 

Existing PIPP Practices on: 

Dec 2004 (FY 2005) I Dec 2006 (FY 2007) 

Parliament 

b I c 
receives no detailed INo change 
on sectoral allocations 
roject The spending 
other capital 
s are a line item in the 
submitted to the 

No Pariiamentary approval of PIP 
project allocations 

20 !The PIP cau Circular promotes high,lnformation collected from CCs I No change 
quality investment project seleclion does not impact project seleclions 
and preparation of the rolling-PIP This is essentially from the lack of The impact on project seleclion 

21 Standardization and modernization 
of definitions and of project 
presentation formals 

22 IEnforced regulatory framework on 
accountability, transparency, 
auditable standards and sanctioned 
offenses in PIP management 

6 

s technical capacity and remains unchanged, which is 
authority on project fundamentally due to MOED's 

selection and PIP management lack of technical capacity and 
oversight authority on PIP 
management 

1 Based on old legislation 
2 Not standardized fo1TI1ats of 
project presentations 
{combination of old and new) 

Regulatory framework is lacking 
Where it exists, enforcement is 
not followed 

No change 

No change 

- - - - - -
New PIPP Practices by: 

Dec 2007 (FY 2008) f Dec 2009 (FY 2010) 

d I e 
No change More transparent PIP 

presentation to the Parliament to 
'or discussions Provide list 

f investment projects for 
Parliament's review 

Parliamentary review and 
deliberation of PIP presentation 
document Parliamentary approval 
of PIP spending according to 
improved public finance legislation 

More targeted PIP CC The PIP CC influences positively 
MOED gains more technical the quality of investment project 
capacity and oversight authority selection and preparation of the 
on PIP management, which may rolling-PIP 
result from the new MOED Statute The MOED improves its technical 
and reorganization which In tum competence and practices 
may impact marginally the stronger authority in managing the 
selection process of the PIP 
investment projects 

Assessment of specific needs in 
selected sectors 
Templates are standardized 

Assessment of needs 

Assessment of needs across 
sectors 
Standardization of definitions and 
of project presentation formats in 

ed sectors 

Introduce institutional 
Assess possible institutional and arrangements and the practice of 
regulatory arrangements with enforced regulatory framework on 
respect to existing public a.c:c:ountability, transparency, 
expenditure legislation on auditable standards and 
accountability, transparency, sanctioned offenses In PIP 
auditing standards and sanctioned management 
offenses 

- - -
Comments 

f 

Incorporating regions and 
municipalities is an 
outstanding issue 

-

Annex4.7-PI issues matr//1fl4/2006 
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- - - - - - - - - - - - - - - - - -PIPP Stages/ Existing PIPP Practices on: New PIPP Practices by: 
Comments 

Good Practices Dec 2004 (FY 2005) Dec 2006 (FY 2007) Dec 2007 (FY 2008) Dec 2009 (FY 2010) 

a b c d e f 
Changes to the rolling-PIP are COM unilaterally changes the No change Define criteria and procedures of Introduce the practice of making 
based on technk:al evaluations and content of PIP and the financing re-prioritization and decision- changes to PIP during 
on justifiable and transparent levels of projects The basic making for making adjustments to implementation are based on 
criteria arrangements are between the ongoing PIP transparent criteria and is arrived 

COM and the LMs The MOED or The MOED and MOF are al with participation of MOEO and 
MOF do not participate in all informed fully of adjustments to MOF 
decisions PIP implementation 

Sustained operations of research Center of Economic Reforms No change on research function The CER (now ERSRI) further The ERSRI becomes a Incorporating regions and 
and educational institullons to do functions as an ancillary research develops the training program on sustainable research and municipalities is an 
research, train, and promote good and educational institution of the A training program on good project preparation and project educational institution in outstanding issue 
and evolving practices of MOED CER operates mostly with practices of project preparation cycle management based on promoting good and evolving 
investment project cycle tutelage of donor funded research and project cycle management sectoral case studies practices of investment project 
management and training and functions fairly was established Facilities and cycle management in addition to 

remotely from the core functions equipment to conduct training are Research programs on calculating other economics topics 
of the MOED secured shadow prices and national 
No targeted programs to parameters are initiated ERSRl supports MOED functions 
investigate, teach and promote CER-<lesignated trainers are by providing research results and 
good and evolving practices of trained Trainers started The increased number of ERSRl- advice on policy issues 
project cyde management participating in teaching courses designated trainers are trained 

on investment project cyde The ERSRI training program are 
management ERSRI technically supports the offered to the staff of GOAZ, 

MOED in building a regional governments and 
macroeconomic consistency municipal institutions 
model 

The data base and library are 
augmented 

BSL: Budget System Law: CC: Call Circular; CER: Center of Economic Reforms; CIT: Communications and Information Technology; COM: Cabinet of Ministers; CSO: Civil Society Organization; ERSRI: 
Economic Reforms Scientific-Research Institute; FPM: Financial Programming Model (of the IMF); GOAZ: Government of Azerbaijan Republic; LM: Line Ministry; M&E: Monitoring and Evaluation; MOED: 
MlniStry of Economic Development: MOF: Ministry of Finance; MTMF: Medium-Tenn Macroeconomic Framework; NBA: National Bank of Azerbaijan; NDF: National Development Framework; NGO: Non
Govemmental Organization; NPV: Net Present Value; PIP: Public Investment Program; PIPP: Public Investment Policy and Programming; SDP: Sector Development Plan; SOE: Stale-Owned Enterprises; 
SOFAZ: State Oil Fund of Azerbaijan; SPSEDR: State Program of Social and Economic Development of Regions; SPPRSD: State Program of Poverty Reduction and Sustainable Development; TA: Technk:al 
Assistance; USAID: United States Agency for International Development 

-
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Public Investment Policy and Programming (PIPP) & Public Investment Program (PIP) Issues 
Azerbaijan (2005-2010) 

Current Status and Expected Status with Possible Future Inputs 
by the USAID - Public Investment Policy Project (PIP-PROJECT) 

THE PURPOSES OF THE PROJECT: To help strengthen the Government of Azerbaijan's institutional, organizational and technical capacity for: 
(i) long-term development and policy planning; (ii) capital budgeting; and (iii) investment project preparation, appraisal, and monitoring 

PIPP Stages/ Prior to PIP-Project With Inputs by PIP-Project With Possible Future Inputs 

Good Practices on Dec 2004 (FY 2005) on Dec 2006 (FY 2007) on Dec 2007 (FY 2008) I on Dec 2009 (FY 2010) 

a b c d I e 

DRAFT 

Comments 

f 



1 Long-term national and sector 1 A State program on poverty 1 Input into a new draft SPPRSD 1 SPPRSD 2006-2015 operation Long-term national and sector Incorporating 
development objectives, strategies, reduction exists (SPPRSD) A set of recommendations on the with more targeted indicators development objectives, regional and 
and public investment policies 2 A State program on regional draft SPPRSD 2006-2015 2 Inputs into SPSEDR which will strategies and public investment municipal 

development exists (SPSEDR) particularly about including concrete be updated Introduce better policies are elaborated by the programs is an 
Medium-tenn national and sector 3 No concrete National indicators and outcome coordination of projects in national, Government Annual NDF is outstanding issue 
objectives and targets Development Framework (NDF) measurements (and targets) in sectoral programs wiith regional presented by GOAZ 

with clear direction and priorities public expenditures areas development programs (SPPRSD 
for M-T Annualizing poverty reduction and SPSEDR are under one MOED Annually, medium-term national 
4 No coordinating institutional programs and linking them to unit according to the new MOED and sectoral objectives and 
arrangements to execute a NDF expenditure programs in the so- Statute) targets are elaborated 

called MTEF 3 A preliminary NDF, which 
2 No input prioritizes policies, is discussed 
3 No change Recommendations 4 MOED improves upon technical 
under consideration by MOED on matters (executing NDF and 
NDF elaborated by the President consistent macroeconomic 
and technically supported by a framework) together with MOF and 
Secretariat positioned at the MOED NBA Cooperative work 
[draft PIPP MANUAL] arrangements among central 
4 No change economic agencies is built for 
Recommendations are under budgeting and public investments 
consideration on establishing programming 
technical capacity positioned at the 
MOED to support a future NDF 
{PRESENTATIONS-
WORKSHOPS] 
[draft PIPP MANUAL] 



2 Medium-term investment planning 1 MTMF is quantitatively 1 Work by staff of MOED, MOF, 1 A nominal MTMF based on a 1 A fully operational 2 The PIP 
and budgeting at macro level inconsistent Budgeting and NBA, and SOFAZ has started to macroeconomic consistency model; macroeconomic model which preparation is not 

investment programming are create a MTMF based on FPM (to MOED together with MOF and NBA advises the Government's under MOED 
based on the ad-hoc MTMF bring internal consistency to creates a FPM for internal economic policy decisions authority 
2 A PIP (2005-2008) is provided economic policy-decisions) consistency; ERSRI assists 2 PIP envelope in alignment 
byMOED 2 The PIP (2007-2010) 2 A Pl P (2008-2011) presentation with MTMF 
3 A MTEF is provided by MOF presentation document was document is marginally improved 3 PIP envelope in better 
4 No coherent links between the marginally improved 3 No input integrated in the MTEF 
so-called MTEF and the so-called 3 No input 4 Links based on more closely 4 Closer links in policy and 
PIP on policy and capital 4 No input designed CC, in particular with expenditure programming 
expenditure programming 5 No input respect to a preliminary NDF benefiting from 1-3 from above 
5 PIP 2004-2008 is not approved 5 No input 5 A medium-term PIP being 
by the Parliament Parliament considered and approved as part 
approves in the annual budget of the consolidated budget by 
only next year's amount of capital the Parliament The policy 
and investment expenditures The integrity of the PIP prepared by 
COM configures a new list of the MOED is preserved for 
investment projects based on the implementation 
single amount allocated by the 
Parliament 

3 Well formulated L-T and M-T SDPs Not consistently well formulated No change Selected LMs produce more In selected LMs, continue rolling Incorporating 
SDPs consistent SOP formulations out producing and updating o regional plans is 

Prioritization and sequencing of L-T SDPs approved by COM Diagnostics, and recommendations (including realistic objectives and fmore consistent and higher an outstanding 
sector investment projects No formal or technical and methods for producing well- targets with indicators and outcome quality L-T and M-T SDPs issue 

prioritization or sequencing formulated SDPs measurements) Increase of and use of capacity 
Need for operational M-T SDPs [DIAGNOSTIC & TECH NOTES] at selected LMs for prioritization 

[draft PIPP MANUAL] Capacity building for prioritization and sequencing of sector 
and sequencing techniques in investment projects 
selected LMs 



4 Medium-term public investment 1 L-T SOP driven investment 1 No change 1 For selected LMs M-T SOP In selected LMs, investment Incorporating 
planning and budgeting at sector projects formulation techniques are programming are annualized regional plans is 
level 2 No close concrete links Diagnostics and recommendations designed according to clear M-T SOP an outstanding 

between sectoral MTEF and to the LMs to produce operational 2 In the selected LMs, institutional objectives issue 
sectoral PIP in policy and M-T SOP are accepted by many arrangements are determined to In selected LMs, medium-term 
programming LMs Requests for assistance in bring closer the processes of public investment planning and 

formulating SDPs are received preparation of current budgets and current budgets are prepared in 
[DIAGNOSTIC & TECH NOTES] capital budgets closer alignment with each other 
[draft PIPP MANUAL] 
2 No input 

5 Medium-term capital budget BLS does not regulate capital No input Adjusting the timing of the PIP Regulations for investment COM should set 
planning and current budget budgeting preparation to budget preparation project preparation and PIP preliminary ceilings 
formulation in an integrated process Current and capital budget Recommendation on issuing a cycle (in COM order) formulation and management to guide sector 
at the macro level and alignment of formulations are separate (at common (even Joint) call circular is Coordination in information Amendments to the BSL on budgeting and 
the preparation of annual rolling- MOF and MOED) viewed favorably by MOED and requirements of the call circulars of capital budgeting investment 
PIP with the budget cycle No strictly adhered guidance on MOF (and NBA) the MOED and of the MOF Approval of new budget planning 

rolling-PIP formulation with [Workshops] Instructions for the capital budget regulations 
respect to the budget cycle [draft PIPP MANUAL] and current budget preparation are Instructions for the capital 

improved (better MTMF, similar budget and current budget 
policies and strategy directives, and preparation are improved further 
timetables) (better MTMF, similar policies 
Introducing regulations to PIP and strategy directives, and 
preparation process timetables) 

Capital budget planning and 
current budget formulation 
practices are in closer alignment 
with each other 



6 Realistic recurrent cost implications Recurrent cost implications of No input In selected LMs, the capacity in Common CC (MOED, MOF) Incorporating 
of investment projects on MTEF are investment projects are not recurrent cost estimations are includes a Form which asks for regions and 
fully accounted for addressed for the future budgets Training courses which included introduced the recurrent cost estimates of municipalities is 

topics on recurrent cost implications In the MOF and MOED the capacity investment projects an outstanding 
Also: [draft PIPP MANUAL] in recurrent cost estimations are issue 

introduced Corroboration for Recurrent cost implications of 
institutional arrangements between investment projects on MTEF 
MOED and MOF regarding are better accounted for 
recurrent cost estimations and 
accounting for the estimates in the 
MTEF 
PIP CC includes a Form which asks 
for the recurrent cost estimates of 
investment projects 

7 PIPP coverage should be as Not comprehensive (not all extra- No change Possible coverage of all extra- PIPP coverage will be more 
comprehensive as possible to get a budgetary funds, not all SOEs, no Recommendations on PIPP budgetary funds for policy comprehensive All budgetary 
truer picture of all public NGOs, no private contributions) coverage to be comprehensive are discussions capital outlays are presented in 
investments for policy decisions agreed by the MOED the consolidated budget 

[DIAGNOSTIC & TECH NOTES] 
[draft PIPP MANUAL] 

8 PIP should include projects of Sectors not acquiring fixed assets No change Redefine the content of PIP PIP should include projects of 
sectors whose investment projects are not represented in the PIP projects portfolio to broaden inputs sectors whose investment 
are not only for the acquirement of portfolio Diagnostics and recommendations into the decision-making process projects are not only for the 
fixed assets In policy and in programming, to broaden PIP projects portfolio acquirement of fixed assets 

consideration of project impacts [DIAGNOSTIC & TECH NOTES] 
on cross-cutting issues are 
missed 
If agencies are able to fund their 
own projects, the impacts of the 
investments are not considered in 
the composition of the PIP 

9 In public investment decisions, full No clear accounting or delineation The PIP 2007-2010 call circular The PIP 2008-2011 call circular will In public investment decisions, 
and clear accounting and (rehabilitation vs building anew) requested information on aggregate improve aggregate capital fuller and clearer accounting and 
delineation of the purposes of capital expenditures Some expenditures information through delineation of the purposes of 
investment project spending and agencies provided the information better instructions and training investment project spending and 
other capital expenditures other capital expenditures 



10 Public investment project Role of State in all economic No change No change Introduction and use of public Incorporating 
identification and selection are activities is heavy investment project identification regions and 
made based on demand driven Not quantitatively determined Recommendations on properly Selected LMs project case studies and selection techniques and municipalities is 
methods justified by quantification No independent expert review defining the role of the State in Training based on case study policies which are based on an outstanding 
and by use of public participation No public participation economic activities to determine experience demand driven methods justified issue 

No analyses of whether externally public investments portfolio of the by quantification and by use of 
funded projects respond to GOAZ public participation 
domestic demands and national [draft PIPP MANUAL] 
programs Training on topics of SOP 

formulation 

11 Technical preparation of public Questionable cost projections No change No change Public investment projects are Incorporating 
investment projects are based on (calculations based on 1991 year prepared consistent with basic regions and 
modern methodologies and analytic indexed cost structures) Recommendations to eliminate Selected LM project case studies principles of Integrated Project municipalities is 
techniques No B/C, No NPV (with possible 1991 year indexed cost structures Training based on case study (8/C) Analyses an outstanding 

exceptions of externally funded in PIP CC experience issue 
projects) Training on 8/C and NPV analyses The use of 1991 year indexed 

cost structures are discontinued 

12 Public investment projects Not transparent public tender and No input No input Regulations or operational Incorporating 
implementation in accordance with public procurement processes manual on investment project regions and 
regulations that guarantee Limited accountability and limited implementation (These may municipalities is 
effectiveness and accountability authority of project address procedures on an outstanding 

implementations reporting, inspection, monitoring, issue 
Very low institutional capacity and auditing, and evaluating, and 
incentives institutional arrangements for 

devolvement of authority and 
increase of accountability at 
agencies) 

13 Reporting on project 1 Rudimentary reporting: mostly No input Assess needs and possible Introduce institutional and Incorporating 
implementation: among public on financial information (MOF) to institutional and regulatory regulatory arrangement for regions and 
institutions and in public COM arrangements for increased increased reporting on municipalities is 

2 No reporting to the public and reporting in implementation implementation of investment an outstanding 
no accountability towards public Introduce establishment of projects: among public issue 
oversight benchmarks and target institutions and to public 

measurements 



14 Reporting on outcomes of 1 No evaluative reporting: mostly No input Assess needs and any possible Introduce institutional and Incorporating 
investment projects: among public on financial disbursements and institutional and regulatory regulatory arrangement for regions and 
institutions and in public physical realization arrangements for increased increased evaluative reporting on municipalities is 

2 No evaluative reporting to the evaluative reporting on investment investment projects: among an outstanding 
public and no accountability projects public institutions and to public issue 
towards public oversight Introduce establishment of strict 
3 No systemized use of indicators, and benchmarks and 
indicators and targets to base target measurements 

evaluations 

15 Public investment project No awareness of the benefits of No change 1 In selected LM s, the SDPs Regulations or operational Incorporating 
monitoring and evaluations in M&E in stages of project cycle incorporate the use of M&E manual on M&E processes on regions and 

accordance with regulations Highly selective monitoring for A technical note containing the practices investment project cycle stages municipalities is 
financial irregularities issue of lack o finformation Sets of indicators and outcome an outstanding 
No evaluations of post-realization disseminations and feedback 2 Introduce the requirement of measurements (and targets) are issue 
of projects No "lessons learned" between GOAZ agencies and using indicators and outcome designed 
No regulations/system on public in public investments measurements (and targets) in M&E capacities and incentives 
information dissemination or process Recommendations on project cycle management (in administrative units) are 
feedback mechanisms public participation in monitoring established at LMs, MOF, and 
No institutional units, capacities, and evaluation The note was MOED 
and incentives distributed to GOAZ agencies 

[DIAGNOSTIC & TECH NOTES} 

16 Integrated performance indicators 1 No detailed and meaningful 1 No change 1 Assess need for the system of Propose classes of indicators Incorporating 

and outcome measurements in indicators or outcome 2 No change indicators and outcome and outcome measurements regions and 

project preparation measurements measurements (and targets) (and targets) for public municipalities is 
2 No operational linkages by Recommendations to the SPPRED investments projects to use an outstanding 
indicators and outcome Secretariat in the area of 2 No change For selected sectors, design issue 
measurements between expenditure management indicators and outcome 

objectives of State programs introduced indicators and outcome measurements (and targets) for 
(SPPRSD, SPSEDR) and SDPs measurements (and targets) in the projects that corresponds to the 
with the outcomes of public draft SPPRSD 2006-2015 expected outcomes of the State 
investment projects and budget document (not yet published) programs 

programs which are to realize compared to the previous SPPRSD Build capacity to introduce and 
these objectives document operationalize the use of 

indicators in SDPs, PIPs, budget 
programs, and other State 
development programs 



17 Public participation in all stages of Very limited participation only in No change in practice Disseminate information on Establish more channels for Incorporating 
public investment decision-making the early project planning stages No change in enforcement of positive externalities of public increased transparency for regions and 

and mostly in social sectors available legislation participation benefiting public revenues and expenditures municipalities is 
Some participatory activities in investments management SPDs in selected LMs an outstanding 
externally funded projects mostly An assessment of public sector Pursue increased enforcement of incorporate public participation issue 
in the early project cycle wide participation practices was legislation which allows for practices in public investment 
Very limited M&E by civil society done and findings were given to transparency and public decision-making and in M&E by 
on investment project outcomes selected LMs participation NGOs, CSOs, independent 
No clear framework (legislation) Information on the utility of public experts and other stakeholders 
for standards of 'public hearings at local levels were 
information' and for its presented at regional seminars 
dissemination [DIAGNOSTIC & TECH NOTES] 

[PRESENTATIONS] 

. 

18 PIP document presentation PIP document presentation has a PIP document presentation has a PIP document presentation has a PIP document presentation 
incorporates thorough analyses of set of annexed tables with nominal MTMF (not quantitatively somewhat internally consistent incorporates analyses of the 
the balance of economic and financing information of projects; consistent) Brief description of MTMF balance of economic and 
investment policies, of sectors (oil No explanations of reasons and recent economic developments and Possibly more thorough analyses of investment policies, of sectors 
and non-oil), of regions, of center vs justification of financing of sector medium-term macroeconomic reasons and explanations for sector (oil and non-oil), of regions, of 
regions, of impact of subsidies, of and project allocations in relation expectations are included and project allocations if PIP center vs regions, of impact of 
sustainability, and of cross-cutting to NDF and M-T economic A set of annexed tables with preparation is motivated by a more subsidies, of sustainability, and 
issues framework or resource constraints financing information of projects; evident economic and investments of cross-cutting issues 

No compelling explanations for the policies (i e a preliminary NDF) 
sector and project allocations 
[draft template DOCUMENT] 

19 Transparent presentation of PIP to The Parliament does not receive No input Promote more transparent PIP More transparent PIP 
the Parliament detailed information on projects presentation to the Parliament to presentation to the Parliament to 

No Parliamentary approval of PIP allow for discussions Provide list of allow for discussions Provide list 
Approval by the Parliament of PIP project allocations All spending investment projects for Parliament's of investment projects for 
allocations according to budget on PIP and other capital review Parliament's review 
classification expenditures is a line item in the 

draft budget submitted to the Parliamentary review and 
Parliament After the Parliament's deliberation of PIP presentation 
budget approval, the COM document Parliamentary 
changes list of projects which approval of PIP spending 
alters the sectoral distribution of according to improved public 
allocations that the Parliament finance legislation 
ostensibly approved 



20 The PIP CC promotes high quality Information collected from CCs No change Better targeted PIP CC The PIP Call Circular influences 
investment project selection and does not impact project selection MOED gains more technical positively the quality of 
preparation of the rolling-PIP This is essentially from the lack of Designed a new PIP CC capacity and oversight authority on investment project selection and 

MOED's technical capacity and The CC responses and the PIP management, which may result preparation of the rolling-PIP 
oversight authority on project information received in the CC from the new MOED Statute and The MOED improves its 
selection and PIP management responses were incomplete reorganization technical competence and 

The impact on project selection practices stronger authority in 
remains unchanged, which is managing the PIP 
fundamentally due to MOED's lack 
of technical capacity and oversight 
authority on PIP management 

c 

21 Standardization and modernization 1 Based on old legislations No change Assessment of specific needs in Assessment of needs across 
of definitions and of project 2 Not standardized formats of selected sectors sectors 
presentation formats These should project presentations Draft templates for project Templates are standardized Introduce the use of standard 
give minimum requirements and (combination of old anct new) preparation formats definitions and of project 
specific for sectors, i e [draft PIPP MANUAL] presentation formats in selected 
infrastructure, social, etc sectors 

22 The investment projects are No data base No input Assessment of system PIP data base is set up 
registered and monitored in a TIMS is installed TIMS is rolling out to the regions requirements for PIP data base Assesment of electronic links to 
robust electronic data base to TIMS is functioning TIMS is done 
facilitate the management of 
projects and the PIP by the MOED 
The electronic link is established 
with the TIMS to consolidate budget 
expenditure management 

23 Enforced regulatory framework on Regulatory framework is lacking No input Assessment of needs Introduce institutional Incorporating 
accountability, transparency, Where it exists, enforcement is Assess possible institutional and arrangements and the practice o regions and 
auditable standards, and not followed regulatory arrangements with enforced regulatory framework municipalities is 
sanctioned offenses in PIP respect to existing public on accountability, transparency, an outstanding 
management expenditure legislation on auditable standards, and issue 

accountability, transparency, sanctioned offenses in PIP 
auditing standards, and sanctioned management 
offenses 



24 Changes to the rolling-PIP are COM unilaterally changes the No change Define criteria and procedures of re- Introduce the practice of making 
based on technical evaluations and content and financing levels of prioritization and decision-making in changes to PIP during 
on justifiable and transparent investment projects The Recommendations on requiring adjustments to ongoing PIP implementation that are based 
criteria arrangements are between the procedures for changes to the The MOED is informed fully of on transparent criteria and is 

COM and the LMs The MOED or rolling-PIP that are based on adjustments to PIP implementation arrived at with participation of 
MOF do not participate in all technical evaluations and on as the new MOED statute stipulates MOED and MOF 
decisions justifiable and transparent criteria 
Parliament approves only the total [draft PIPP MANUAL] 
amount and not the content of 
investment expenditures 

25 Sustained operations of research Center of Economic Reforms No change in research function The CER (now ERSRI) further The ERSRI becomes a 
and educational institutions to do functions as an ancillary research develops the training program of sustainable research and 
research, train, and promote good and educational institution of the A training program on good project cycle management based educational institution in 
and evolving practices of MOED CER operates mostly with practices of project cycle on sectoral case studies promoting good and evolving 
investment project cycle tutelage of donor funded research management was established Research programs on calculating practices of investment project 
management and training and functions in a Facilities and equipment to conduct shadow prices and national cycle management in addition to 

remote fashion from the core training are secured parameters are initiated other economics topics 
functions of the MOED GER-designated trainers are trained The increased number of ERSRI- The sustainability of the data 
No targeted research or training Trainers started participating in designated trainers are trained base and the library with human 
programs to investigate, teach teaching courses on investment The ERSRI technically supports the and financial resources are 
and promote good and evolving project cycle management MOED in building a macroeconomic secured 
practices of project cycle Training materials and consistency model ERSRI supports MOED 
management presentations for 3-week courses The data base and the library are functions by providing research 

on investment project cycle augmented results and advice on policy 
management (in Azerbaijani and issues 
English languages) The ERSRI training program are 
A data base and a library (e-version offered to the staff of GOAZ, 
also) are established as reference regional governments and 
sources for the MOED and ERSRI municipal institutions 
to perform their institutional 
functions 



26 The MOED is qualified and MOED is peripheral to the MOED remains peripheral in The MOED authority is increased The MOED authority is All inputs by the 
authorized to coordinate the public decision-making processes of decision-making The assessments by statute and new regulations increased by its augmented PIP-Project to all 
investment policy and to manage public investment policies and to reforming the arrangements and The MOED increases further its technical competence in stages of the 
the PIP PIP increasing skills are done The authority by increasing the qualiity formulating public investment public investment 

MOED and other GOAZ agencies of its practice of investment project policies, investment project cycle programming 
are reviewing the recommendations cycle management and PIP management, and managing PIP process have 
for changes in the structural and management as an instrument of policy and significant training 
institutional set ups investment effectiveness components and 
Many MOED staff are trained on information 
issues of public investments and dissemination 
project management cycle activities 
MOED receives a draft Reference The training 
Manual to base part of its future components are 
plans for improvements in the provided to MOED, 
decision-making processes MOF, LMs and 

staff from COM 

BSL: Budget System Law: CC: Call Circular; CFR: Center of Economic Reforms; CIT: Communications and Information Technology; COM: Cabinet of Ministers; CSO: Civil Society Organization; 
ERSRI: Economic Reforms Scientific-Research Institute; FPM: Financial Programming Model (of the IMF); GOAZ: Government of Azerbaijan Republic; LM: Line Ministry; M&E: Monitoring and 
Evaluation; MOED: Ministry of Economic Development; MOF: Ministry of Finance; MTMF: Medium-Term Macroeconomic Framework; NBA: National Bank of Azerbaijan; NDF: National Development 
Framework; NGO: Non-Governmental Organization; NPV: Net Present Value; PIP: Public Investment Program; PIPP: Public Investment Policy and Programming; PIP-Project: Pl Policy Project 
(USAlD/DAI); SOP: Sector Development Plan; SOE: State-Owned Enterprises; SOFAZ: State Oil Fund of Azerbaijan; SPSEDR: State Program of Social and Economic Development of Regions; 
SPPRSD: State Program of Poverty Reduction and Sustainable Development; TA: Technical Assistance; TIMS: Treasury Information Management System (at MOF); USAID: United States Agency 
for International Development. 
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Public Investment Policy and Programming (PIPP) & Public Investment Program (PIP) Issues 
Azerbaijan (2005-201 O) 

Themes and Tasks in the PIPP & PIP processes 
Expected Inputs and the Institutional Responsibilities 

THE PURPOSES OF THE PROJECT: To help strengthen the GOAZ's institutional, organizational and technical capacity for: 

(i) long-tenn development and policy planning (ii) capital budgeting and (iii) investment project preparation, appraisal and monitoring 

PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 
a b b c d 

Long-term national and sector 1 A State program on poverty 1 SPPRSD 2006-2015 operation with Long-term national and sector Draft NDF (format, 
development objectives, reduction exists (SPPRSD) more targeted indicators development objectives, general concerns, 
strategies, and public investment 2 A State program on regional 2 Inputs into SPSEDR which will be strategies and public investment directions) 
policies development exists (SPSEDR} for updated Introduce better coordination policies are elaborated by the Mechanisms that lead to 

2004-2008 of projects in national, sectoral Government Annual NDF is well-informed, disciplined 
Medium-term national and sector 3 No concrete National programs with regional development presented by GOAZ and accountable 
objectives and targets Development Framework (NDF} programs (SPPRSD and SPSEDR are decisions 

with clear direction and priorities under one MOED unit according to the Annually, medium-term national Sectoral objectives and 
in M-T new MOED Statute } and sectoral objectives and targets (specific but 
4 No coordinating institutional 3 Preliminary NDF which prioritizes targets are elaborated upon broadly based on NDF) 
arrangements to execute a NDF policies is discussed 

4 MOED improves upon technical 
matters (executing NDF and consistent 
macroeconomic framework} together 
with MOF and NBA Cooperative work 
arrangements among central economic 
agencies is built for budgeting and 
public investments programming 

DRAFT 

Institutions 

e 
PIP-Proj 
MOED, MOF, NBA 

Comments 

f 
Incorporating regional 
and municipal programs 
is an outstanding issue 

Annex 4.7-PI issues matr/1112412008 



PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
2 Medium-term investment 1 MTMF is quantitatively 1 A nominal MTMF based on a 1 A fully operational Consistency-tending PIP-Proj 2 The PIP preparation is 

planning and budgeting at macro inconsistent Budgeting and macroeconomic consistency model macroeconomic model which MTMF (resource envelope MOED, MOF, NBA not under MOED 
level investment programming are MOED together with MOF and NBA advises the Government's and a sustainable budget authority 

based on the ad-hoc MTMF creates a FPM for internal consistency economic policy decisions deficit elaborated upon: 
2 A PIP (2005-2008) is provided ERSRI assists 2 PIP envelope in alignment with operationalize LTORMS 
by MOED 2 A PIP (2008-2011) presentation MTMF decisions) 
3 A MTEF is provided by MOF document is marginally improved 3 PIP envelope in better Mechanisms that lead to 
4 No coherent links between the 3 No input integrated in the MTEF well-informed, disciplined 
so-called MTEF and the so-called 4 Links based on more closely 4 Closer links in policy and and accountable 
PIP on policy and capital designed CC, in particular with respect expenditure programming decisions 
expenditure programming to a preliminary NDF benefiting from 1-3 from above Cover essay for MTMF 
5 PIP 2004-2008 is not approved 5 No input 5 A medium-term PIP being suggestive of NDF 
by the Parliament Parliament considered and approved as part PIPCC 
approves in the annual budget of the consolidated budget by the Cover essay for CC (MOF 
only next year's amount of capital Parliament The policy integrity ol links) 
and investment expenditures The the PIP prepared by the MOED 
COM configures a new list of is preserved for implementation 
investment projects based on the 
single amount allocated by the 
Parliament 

3 Well formulated L-T and M-T Not consistently well formulated Selected LMs produce more consistent In selected LMs, continue rolling M-T SDPs (driven by PIP-Proj , LMs, Incorporating regional 
SOPs SOPs SOP formulations (including realistic out producing and updating more NDF?, State programs?) MOED plans is an outstanding 

L-T SOPs approved by COM objectives and targets with indicators consistent and higher quality L-T Prioritization and issue 
Prioritization and sequencing of No formal or technical and outcome measurements) and M-T SOPs sequencing techniques 
sector investment projects prioritization or sequencing Increase of and use of capacity (intersector and 

Need for operational M-T SOPs Capacity building for prioritization and at selected LMs for prioritization intrasector 
sequencing techniques in selected LMs and sequencing of sector allocations/expenditure 

investment projects analyses across 
homogenous benefits) 

4 Medium-term public investment 1 L-T SOP driven investment 1 For selected LMs M-T SOP In selected LMs, investment Prioritizations and PIP-Proj, LMs Incorporating regional 
planning and budgeting at sector projects formulation techniques are designed programming are annualized sequencing (intrasector MOED,MOF plans is an outstanding 
level 2 No close concrete links 2 In the selected LMs, institutional according to clear M-T SOP allocation analyses) issue 

between sectoral MTEF and arrangements are determined to bring objectives Annualizing M-T programs 
sectoral PIP in policy and closer the processes of preparation of In selected LMs, M-T public 
programming current budgets and capital budgets investment planning and current 

budgets are prepared in closer 
alignment with each other 

Annex 4.7-PI issues matrf/1/'24/2008 



PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
5 Medium-term capital budget BLS does not regulate capital Adjusting the timing of the PIP Amendments to the BSL on Coordination and PIP-Proj, MOED, COM should set 

planning and current budget budgeting preparation to budget preparation cycle capital budgeting arrangements of MOED MOF preliminary ceilings to 
formulation in an integrated Current and capital budget (in COM order) Approval of new budget and MOF on capital guide sector budgeting 
process at the macro level and formulations are separate (at Coordination in information regulations budgeting and current and investment planning 
alignment of the preparation of MOF and MOED) requirements of the call circulars of the Regulation on PIP formulation budgeting 
annual rolling-PIP with the No strictly adhered guidance on MOED and of the MOF Instructions for the capital budge1 
budget cycle rolling-PIP formulation with Instructions for the capital budget and and current budget preparation 

respect to the budget cycle current budget preparation are are improved further (better 
improved (better MTMF, similar policies MTMF, similar policies and 
and strategy directives, and timetables) strategy directives, and 

timetables) 
Capital budget planning and 
current budget formulation 
practices are in closer alignment 
with each other 

6 Realistic recurrent cost Recurrent cost implications of In selected LMs, the capacity in Common CC (MOED, MOF) Techniques and PIP-Proj, LMs Incorporating regions and 
implications of investment investment projects are not recurrent cost estimations are includes a Form which asks for standards of recurrent MOED, MOF municipalities is an 
projects on MTEF are fully addressed for the future budgets introduced the recurrent cost estimates of budget calculations, outstanding issue 
accounted for In the MOF and MOED the capacity in investment projects sector specific if possible 

recurrent cost estimations are 
introduced Corroboration for Recurrent cost implications of 
institutional arrangements between investment projects on MTEF are 
MOED and MOF regarding recurrent better accounted for 
cost estimations and accounting for the 
estimates in the MTEF 
PIP CC includes a Form which asks for 
the recurrent cost estimates of 
investment projects 

7 PIPP coverage should be as Not comprehensive (not all extra- Possible coverage of all extra- PIPP coverage will be more BLS PIP-Proj, WB, 
comprehensive as possible to budgetary funds, not all SOEs, no budgetary funds for policy discussions comprehensive All budgetary Regulations on PIP MOF, MOED, 
get a truer picture of all public NGOs, no private contributions) capital outlays are presented in formulation LMs, COM, MM 
investments for policy decisions the consolidated budget Regulations on budget 

formulation 

8 PIP should include projects of Sectors not acquiring fixed assets Redefine the content of PIP projects PIP should include projects of BLS PIP-Proj, WB, 
sectors whose investment are not represented in the PIP portfolio to broaden inputs into the sectors whose investment PIPCC MOF, MOED, 
projects are not only for the portfolio decision-making process projects are not only for the PIP CC response LMs, COM, PO, 
acquirement of fixed assets In policy and in programming, acquirement of fixed assets evaluations techniques MM 

consideration of project impacts 
on cross-cutting issues are 
missed 
If agencies are able to fund their 
own projects, the impacts of the 
investments are not considered in 
the composition of the PIP 

Annex 4.7-PI issues matr//1!24!2008 



PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
9 In public investment decisions, No clear accounting or delineation The PIP 2008-2011 call circular will In public investment decisions, PIP CC (282200/310000) PIP-Proj MOED, 

full and clear accounting and (rehabilitation vs building anew) improve aggregate capital expenditures fuller and clearer accounting and (Manual which describes MOF, LMs 
delineation of the purposes of information through better instructions delineation of the purposes of criteria for rehab vs 
investment project spending and and training investment project spending and building anew) 

other capital expenditures other capital expenditures 

10 Public investment project Role of State in all economic No change Introduction and use of public Demand analyses PIP-Proj, LMs Incorporating regions and 
identification and selection are activities is heavy investment project identification techniques (M-T SOP) municipalities is an 
made based on demand driven Not quantitatively determined Selected LM project case studies and selection techniques and Case studies outstanding issue 
methods justified by No independent expert review Training based on case study policies which are based on 

quantification and by use of No public participation experience demand driven methods justified 
public participation No analyses of whether externally by quantification and by use of 

funded projects respond to public participation 

domestic demands and national 
programs 

11 Technical preparation of public Questionable cost projections No change Public investment projects are Project cycle training PIP-Proj, LMs, Incorporating regions and 
investment projects are based on (calculations based on 1991 year prepared consistent with basic (courses and case architecture municipalities is an 
modem methodologies and indexed cost structures) Selected LMs project case studies principles of Integrated Project studies) institutes outstanding issue 
analytic techniques No B/C, No NPV (with possible Training based on case study (B/C) Analyses 

exceptions of externally funded experience The use of 1991 year indexed 
projects) cost structures are discontinued 

12 Public investment projects Not transparent publci tender and No input Regulations or operational BLS PIP-Proj, WB, Incorporating regions and 
implementation in accordance public procurement processes manual on investment project Regulations on PIP MOF, MOED, municipalities is an 
with regulations that guarantee Limited accountability and limited implementation (These may formulation LMs, COM, PO, outstanding issue 
effectiveness and accountability authority of project address procedures on reporting, MM 

implementations inspection, monitoring, auditing, 
Very low institutional capacity and and evaluating, and institutional 

incentives arrangements for devolvement of 
authority and increase of 
accountability at agencies ) 

13 Reporting on project 1 Rudimentary reporting: mostly Assess needs and possible institutional Introduce institutional and Regulations on PIP PIP-Proj, MOED, Incorporating regions and 
implementation: among public on financial information (MOF) to and regulatory arrangements for regulatory arrangement for Participation modes MOF, LMs, COM, municipalities is an 
institutions and in public COM increased reporting in implementation increased reporting on PO outstanding issue 

2 No reporting to the public and Introduce establishment of implementation of investment 
no accountability towards public benchmarks and target measurements projects: among public 
oversight institutions and to public 

Annex 4.7-PI issues matr/1112412009 



PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
14 Reporting on outcomes of 1 No evaluative reporting: mostly Assess needs and any possible Introduce institutional and Regulations on PIP PIP-Proj, WB, Incorporating regions and 

investment projects: among on financial disbursements and institutional and regulatory regulatory arrangement for Participation modes MOED, MOF, municipalities is an 
public institutions and in public physical realization arrangements for increased evaluative increased evaluative reporting on LMs, COM, PO, outstanding issue 

2 No evaluative reporting to the reporting on investment projects investment projects: among CS Os 
public and no accountability Introduce establishment of public institutions and to public 
towards public oversight benchmarks and target measurements 
3 No systemized use of indicators 
and targets to base evaluations 

15 Public investment project No awareness of the benefits of 1 In selected LM s, the SDPs Regulations or operational Participation modes PIP-Proj, MOED, Incorporating regions and 
monitoring and evaluations in M&E in stages of project cycle incorporate the use of M&E practices manual on M&E processes on M&E Regulations MOF, LMs, COM, municipalities is an 
accordance with regulations Highly selective monitoring for investment project cycle stages Design and link PO, outstanding issue 

financial irregularities 2 Introduce the requirement of using Sets of indicators and outcome indicators/targets with CS Os 
No evaluations of post-realization indicators and outcome measurements measurements (and targets) are objectives 
of projects No "lessons learned" (and targets) in project cycle designed 
No regulations/system on management M&E capacities and incentives 
information dissemination or (in administrative units) are 
feedback mechanisms established at LMs, MOF, and 
No institutional units, capacities, MOED 
and incentives 

16 Integrated performance 1 No detailed and meaningful 1 Assess need for the system of Propose classes of indicators Design and link PIP-Proj, MOED, Incorporating regions and 
indicators and outcome indicators or outcome indicators and outcome measurements and outcome measurements indicators/targets with MOF, LMs, COM, municipalities is an 
measurements in project measurements (and targets) (and targets) for public objectives PO, outstanding issue 
preparation 2 No operational linkages by investments projects to use M&E Regulations CS Os 

indicators and outcome 2 No change For selected sectors, design 
measurements between indicators and outcome 
objectives of State programs measurements (and targets) for 
(SPPRSD, SPSEDR) and SDPs projects that corresponds to the 
with the outcomes of public expected outcomes of the State 
investment projects and budget programs 
programs which are to realize Build capacity to introduce and 
these objectives operationalize the use of 

indicators in SDPs, PIPs, budget 
programs, and other State 
development programs 

Annex 4.7-PI issues matr//1/'24/'2008 



PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
17 Public participation in all stages Very limited participation only in Disseminate information on positive Establish more channels for Participation modes PIP-Proj, MOED, Incorporating regions and 

of public investment decision- the early project planning stages externalities of public participation increased transparency for M&E institutions and MOF, LMs, COM, municipalities is an 
making and mostly in social sectors benefiting public investments revenues and expenditures regulations PO, outstanding issue 

Some participatory activities in management SPDs in selected LMs CS Os 
externally funded projects mostly Pursue increased enforcement of incorporate public participation 
in the early project cycle legislation which allows for practices in public investment 
Very limited M&E by civil society transparency and public participation decision-making and in M&E by 
on investment project outcomes NGOs, CSOs, independent 
No clear framework (legislation) experts and other stakeholders 
for standards of 'public 
. - ' ::mrf fnr it~ " 

18 PIP document presentation PIP document presentation has a PIP document presentation has a PIP document presentation PIP doc presentation PIP-Proj, MOED, 
incorporates thorough analyses set of annexed tables with somewhat internally consistent MTMF incorporates analyses of the PIP CC response MOF, LMs, COM, 
of the balance of economic and financing information of projects Possibly more thorough analyses of balance of economic and evaluation techniques PO,MM 
investment policies, of sectors No explanations of reasons and reasons and explanations for sector investment policies, of sectors NDF based analyses 
(oil and non-oil), of regions, of justification of financing of sector and project allocations if PIP (oil and non-oil), of regions, of 
center vs regions, of impact of and project allocations in relation preparation is motivated by a more center vs regions, of impact of 
subsidies, of sustainability, and to NDF and M-T economic evident economic and investments subsidies, of sustainability, and 
of cross-cutting issues framework or resource constraints policies (i e a preliminary NDF) of cross-cutting issues 

19 Transparent presentation of PIP The Parliament does not receive Promote more transparent PIP More transparent PIP BLS PIP-Proj, MOED, 
to the Parliament detailed information on projects presentation to the Parliament to allow presentation to the Parliament to PIP doc presentation MOF, LMs, COM, 

No Parliamentary approval of PIP for discussions Provide list of allow for discussions Provide list PO,MM 
Approval by the Parliament of project allocations All spending investment projects for Parliament's of investment projects for 
PIP allocations according to on PIP and other capital review Parliament's review 
budget classification expenditures is a line item in the Parliamentary review and 

draft budget submitted to the deliberation of PIP presentation 
Parliament After the Parliament's document Parliamentary 
budget approval, the COM approval of PIP spending 
changes list of projects which according to improved public 
alters the sectoral distribution of finance legislation 
allocations that the Parliament 
ostensibly approved 

20 The PIP CC promotes high Information collected from CCs Better targeted PIP CC The PIP Call Circular influences PIPCC PIP-Proj, WB, 
quality investment project does not impact project selection MOED gains more technical capacity positively the quality of Regulations on PIP MOF, MOED, 
selection and preparation of the This is essentially from the lack of and oversight authority on PIP investment project selection and formulation LMs, COM, PO, 
rolling-PIP MOED's technical capacity and management, which may result from preparation of the rolling-PIP MM 

oversight authority on project the new MOED Statute and The MOED improves its 
selection and PIP management reorganization technical competence and 

practices stronger authority in 
managing the PIP 
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PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 

a b b c d e f 
21 Standardization and 1 Based on old legislation Assessment of specific needs in Assessment of needs across Form formats and PIP-Proj, MOED, 

modernization of definitions and 2 Not standardized formats of selected sectors sectors minimum infonnation MOF, LMs, 
of project presentation formats project presentations Templates are standardized Introduce the use of standard requirements architecture 
These should give minimum (combination of old and new) definitions and of project institutes 
requirements and specific for presentation formats in selected 
sectors, i e infrastructure, social, sectors 
etc 

22 The investment projects are No data base Assessment of system requirements for PIP data base is set up IT PIP-Project, 
registered and monitored in a TIMS is installed PIP data base Assesment of electronic links to MOED, MOF, LMs 
robust electronic data base to TIMS is functioning TIMS is done 
facilitate the management of 
projects and the PIP by the 
MOED Electronic link is 
established with the TIMS to 
consolidate budget expenditure 
management 

23 Enforced regulatory framework Regulatory framework is lacking Assessment of needs Introduce institutional BLS PIP-Proj, WB, Incorporating regions and 
on accountability, transparency, VVhere it exists, enforcement is Assess possible institutional and arrangements and the practice of Regulations on PIP MOF, MOED, municipalities is an 
auditable standards and not followed regulatory arrangements with respect to enforced regulatory framework. formulation LMs, COM, PO, outstanding issue 
sanctioned offenses in PIP existing public expenditure legislation on accountability, transparency, MM 
management on accountability, transparency, auditable standards and 

auditing standards and sanctioned sanctioned offenses in PIP 
offenses management 

24 Changes to the rolling-PIP are COM unilaterally changes the Define criteria and procedures of re- Introduce the practice of making BLS PIP-Proj, WB, 
based on technical evaluations content and financing levels of prioritization and decision-making in changes to PIP during Regulations on PIP MOF, MOED, 
and on justifiable and investment projects The adjustments to ongoing PIP implementation that are based formulation LMs, COM, PO, 
transparent criteria arrangements are between the The MOED is informed fully of on transparent criteria and is MM 

COM and the LMs The MOED or adjustments to PIP implementation arrived at with participation of 
MOF do not participate in all MOED and MOF 
decisions 
Parliament approves only the total 
amount and not the content of 
investment expenditures 
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PIPP Stages/ Prior to PIP-Project With Possible Future Inputs 
Themes/ Tasks Institutions Comments 

Good Practices on Dec 2004 (FY 2005) on Dec 2007 (FY 2008) on Dec 2009 (FY 2010) 
a b b c d e f 

Sustained operations of research Center of Economic Reforms The CER (now ERSRI) further develops The ERSRI becomes a ERSRI support in training PIP-Proj, MOED, 
and educational institutions to do functions as an ancillary research the training program of project cycle sustainable research and courses LMs 
research, train, and promote and educational institution of the management based on sectoral case educational institution in ERSRI support on policy 
good and evolving practices of MO ED CER operates mostly with studies promoting good and evolving research 
investment project cycle tutelage of donor funded research Research programs on calculating practices of investment project 
management and training and functions in a shadow prices and national parameters cycle management in addition to 

remote fashion from the core are initiated other economics topics 
functions of the MOED The increased number of ERSRI- The sustainability of the data 
No targeted research or training designated trainers are trained base and the library with human 
programs to investigate, teach ERSRI technically supports the MOED and financial resources are 
and promote good and evolving in building a macroeconomic secured 
practices of project cycle consistency model ERSRI supports MOED functions 
management The data base and the library are by providing research results and 

augmented advice on policy issues 
The ERSRI training program are 
offered to the staff of GOAZ, 
regional governments and 
municipal institutions 

The MOED is fully qualified and MOED is peripheral to the The MOED authority is increased by The MOED increases its BLS PIP-Proj, WB, All inputs by the PIP-
authorized to coordinate the decision-making processes of statute and new regulations qualification by practicing Regulations on PIP MOF, MOED, Project to all stages of 
public investment policy and to public investment policies and PIP The MOED increases its qualification investment project cycle formulation LMs, COM, PO, the public investment 
manage the PIP by increasing the practice of investment management and PIP Draft NDF (format, MM, NGOs, programming process 

project cycle management and PIP management with much general concerns, CSOs, Local have significant training 
management augmented skills directions) Government components and 

The MOED authority is increased Consistency-tending organs information 
by its technical competence in MTMF dissemination activities 
formulating public investment PIP CC The training components 
policies and using PIP PIP doc presentation are provided to MOED, 
management as an instrument PIP CC response MOF, LMs and staff from 
towards it evaluation techniques COM 

BSL: Budget System Law: CC: Call Circular; CER: Center of Economic Reforms; CIT: Communications and Information Technology; COM: Cabinet of Ministers; CSO: Civil Society Organization; ERSRI: Economic 
Reforms Scientific-Research Institute; FPM: Financial Programming Model (of the IMF); GOAZ: Government of Azerbaijan Republic; LM: Line Ministry; M&E: Monitoring and Evaluation; MM: Milli Mejlis (Parliament); 
MOED: Ministry of Economic Development; MOF: Ministry of Finance; MTMF: Medium-Term Macroeconomic Framework; NBA: National Bank of Azerbaijan; NDF: National Development Framework; NGO: Non
Governmental Organization; NPV: Net Present Value; PIP: Public Investment Program; PIPP: Public Investment Policy and Programming; SOP: Sector Development Plan; SOE: State-Owned Enterprises; SOFAZ: 
State Oil Fund of Azerbaijan; SPSEDR: State Program of Social and Economic Development of Regions; SPPRSD: State Program of Poverty Reduction and Sustainable Development; TA: Technical Assistance; 
USAID: United States Agency for International Development. 
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MEMORANDUM OF UNDERSTANDING 

BETWEEN 

THE GOVERNMENT OF THE UNITED ST ATES OF AMERICA 

AND 

THE GOVERNMENT OF THE REPUBLIC OF AZERBAIJAN 

ON 

PUBLIC INVESTMENT POLICY PROJECT 

The Government of the United States of America, acting through the United States Agency 
for International Development (USAID), and the Government of the Republic of Azerbaijan, 
acting through the Ministry of Economic Development (MoED), hereafter referred to as the 
"Parties", wish to cooperate in a mutual effort to help strengthen the Government of the 
Republic of Azerbaijan's institutional capacity for: (a) long-term national and sectoral 
development and policy planning; (b) capital-budget formulation; and (c) investment project 
preparation, appraisal, and monitoring and evaluation. USAID and the MoED intend to work 
in a partnership to achieve this goal. 

Accordingly, the Parties have concluded the present Memorandum of Understanding, 
hereinafter referred to as "MOU", to set forth their understandings with respect to their 
undertakings in support of the stated purpose. This MOU is not intended to effect an 
obligation of funds by USAiD or the MoED. 

ARTICLE 1. UNDERTAKING OF THE PARTIES 

I.I. Subject to availability of funds and agreement of Parties to proceed, the U.S. 
Government, through USAID, wishes to furnish the following technical assistance and 
training efforts through December 31, 2007, or such later date as the Parties may agree upon 
in writing: 

(a) Technical Assistance to increase the administrative, technical, institutional, and 
human capacities of the MoED and its subordinate units in the areas of public 
investment policy and programming and project formulation cycle; and 

(b) Training and technical assistance to increase the MoED's capacity to oversee 
preparation of the Public Investment Program of the Government of the Republic of 
Azerbaijan, strengthening the inter-linkages and consistency of development 
planning, budgeting, and investment programming. 

USAID will provide the aforementioned assistance through the currently active Public 
Investment Policy Project. 

1.2. With regard to achieving the abovementioned goals, the MoED intends to: 

-



(a) Provide adequate work space and access to telephone and internet lines for Project 
technical staff in the premises of the MoED; 

(b) Assign professional staff of the MoED to collaborate in technical tasks per the mutually 
agreed Work Plan; 

(c) Gradually prepare and apply new principles and methodologies for the Government of 
the Republic of Azerbaijan Public Investment Program in preparation and management, 
including requirements for Integrated Project (Cost-Benefit) Analysis for new public 
investment projects in accordance with relevant, jointly elaborated manuals. 

1.3. For the purpose of achieving the above stated goals and objectives, the U.S. 
Government, subject to the availability of funds, wishes to contribute up to an additional 
approximately USD 250,000 in calendar year (CY) 2007, for a cumulative total of USD 
5,200,000. The above-stated estimated financial contribution by the USG is not intended to 
effect an obligation of funds. The MoED's in-kind financial contribution in CY 2007 will 
consist of office space for USAID technical advisors, the creation of a public investment unit 
within the MoED, and the salaries of Mo ED staff dedicated to the project. Additionally, the 
MoED commits to gradually allocating public investment resources through the 
methodological approach established under the project. 

The USG applauds the Government of the Republic of Azerbaijan's expressed desire to 
assume an increasingly larger share of the costs of this and related assistance to achieve its 
economic, social and political development goals and objectives. Toward this end, the 
Parties agree to create a permanent Co-financing Working Group that would establish the 
mechanisms, timeline, and incremental percentage increases in the Government of the 
Republic of Azerbaijan share of project costs. The Co-financing Working Group will 
provide its recommendations to the Parties no later than June 30, 2007. The Government of 
the Republic of Azerbaijan agrees to include its co-financing share in a discrete line item 
within subsequent annual national budgets. 

ARTICLE 2. STANDARD PROVISIONS 

2.1. Relation to Framework Bilateral Agreement: In-kind assistance furnished by USAID 
pursuant to this MOU is considered United States assistance within the scope of the "Agreement 
between the United States of America and the Government of the Republic of Azerbaijan 
Regarding Cooperation to Facilitate the Provision of Assistance" dated May 11, 2000, and is 
subject to the terms and conditions of that agreement, including provisions relating to 
exemptions from taxes and customs duties exemptions. 

2.2. Third Patty Instruments and Availability of Funds: In order to provide the in-kind and 
financial assistance described above, USAID may enter into such contracts and other 
instruments with public and private parties as USAID deems appropriate. All undertakings of 
the U.S. Government pursuant to this MOU are subject to the availability of funds and to further 
agreement between USAID and such public and private parties, regarding the provision of in
kind assistance. This MOU is not intended to effect an obligation of funds by USAID. 
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2.3. Compliance with U.S. Law and Regulations: USAID shall obligate, commit and expend 
funds and carry out operations pursuant to this MOU only in accordance with the applicable 
laws and regulations of the United States. 

2.4. Title to and Use of Property: Unless otherwise directed by USA ID, title to all property 
furnished by USAID shall rest with USAID except for software and related licenses. Any 
property furnished by USAID shall be used effectively for the assistance purpose described 
above and, upon completion of the assistance, shall be used so as to further the objectives of the 
assistance. If property furnished by USAID and titled to the MoED, except for software and 
related licenses, is used for purposes other than those agreed upon by the Parties, under 
circumstances which could reasonably have been prevented by appropriate action of the MoED, 
the MoED shall, upon USAID's request and election, return such property or refund the amount 
disbursed for such property in U.S. dollars. 

2.5. Records, Audit and Inspection: The MoED shall maintain or cause to be maintained, as 
appropriate, records relating to the assistance adequate to show use and receipt of assistance 
furnished pursuant to this MOU. Records shall be maintained in accordance with Government 
of the Republic of Azerbaijan national legislation. The MoED shall afford authorized 
representatives of USAID, or their designees, the opportunity at all reasonable times to inspect 
the site of the assistance and records relating to the assistance. 

2.6. Exchange Rate: If funds are introduced into Azerbaijan by USAID or any public or 
private agency for purposes of carrying out obligations of USAID hereunder, the MoED will 
make such arrangements as may be necessary so that such funds shall be convertible into 
Azerbaijani manat at the highest rate which, at the time the conversion is made, is not unlawful 
in the country. 

2.7. Publicity: The MoED will give appropriate publicity to the assistance as a program to 
which the U.S. Government has contributed. 

2.8. Information and Implementation Letters: USAID and the MoED shall provide each 
other with such information as may be needed to facilitate provision of the assistance and to 
evaluate the effectiveness of this assistance. In addition, USAID may from time to time issue 
implementation letters to provide additional information on matters discussed in this MOU. The 
Parties may also use jointly agreed letters to confirm their mutual understandings with respect to 
implementation of this MOU. Implementation letters shall not be used to amend the text of the 
MOU. 

2.9. Authorized Representatives: The Pai1ies shall be represented by those holding or acting 
in the offices held by the signatories to this MOU. Each Party may, by written notice to the 
other, identify additional representatives authorized to represent that Party for all purposes other 
than executing formal amendments to this MOU. Each Party shall notify the other, in writing, 
of changes in its authorized representatives. 
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2. I 0. Amendment and Modification: This MOU may be amended or modified by written 
agreement of the Parties. 

2.11. Suspension and Termination: 

(a) Suspension. In the event: 

(i) the MoED fails to comply with any provision of this MOU; 

(ii) USAID determines that an extraordinaiy situation has occurred which makes it 
improbable either that the purpose of the MOU will be attained or that the MoED 
will be able to comply with provisions of the MOU; or 

(iii) ·USA ID determines that continuation of assistance would result in a violation of U.S. 
law or regulations, 

USAID may, at its option, take steps to suspend, in whole or in part, provision of assistance 
under this MOU and provide written notice of its actions to the MoED. In the event of partial 
suspension, such notice shall specify affected activities. If, after sixty (60) days from the date of 
such notice, USAID determines that the cause or causes for suspension have not been corrected, 
USAID may terminate assistance and provide written notice of its action to the MoED. 

(b) Termination. Either Party may terminate this MOU, in whole or in part, by giving the 
other Party thirty (30) days written notice. In the event of partial termination, such notice 
shall specify affected activities. Tennination of this MOU will tenninate any 
responsibilities of the Parties to provide financial or other resources for this activity, except 
for payments which they are committed to make pursuant to non~cancelable commitments 
entered into with third parties prior to the termination of this MOU. Obligations of the 
MoED set forth in Section 3.4 above relating to use of property furnished under this MOU 
shall remain in force after termination. In addition, upon such tennination, USAID may, at 
USAID's expense, direct that title to goods furnished hereunder be transferred to USAID if 
the goods are from a source outside Azerbaijan, are in a deliverable state, and have not been 
offloaded in ports of entry of Azerbaijan. 

2.12. Assignment: The MoED agrees, upon request, to execute an assignment to USAID of 
any cause of action which may accrue to the MoED in connection with or arising out of the 
contractual performance or breach of performance by a party to a direct U.S. dollar contract 
with USAJD financed by USAID in connection with this MOU. 

2.13. Nonwaivcr of Remedies: No delay in exercising any right or remedy accruing to a Party 
in connection with this MOU will be construed as a waiver of such right or remedy. 

2.14. Language: This MOU is prepared in both English and Azerbaijani. In the event of 
ambiguity or conflict between the two versions, the English language version will control. 

2.15. Effective Date: This MOU shall be effective on the date of signing by both Parties. 
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In witness whereof, the Parties, each acting through their duly authorized representatives, have 
caused this MOU to be signed in their names and delivered as of this 7th day of February, 2007. 

Acting Assistant Administrator 
for Europe and Eurasia 
U.S. Agency for International 
Development 

He~ 
Minister of Economic Development 
Government of the Republic of Azerbaijan 
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Amerika Birla11mi11 !}tatlann1n Hokumati ila 
Azarbaycan Respublikas1 Hokumati aras1nda 

Dovlat investisiya Siyasati barada 
Anla§ma Memorandumu 

Bundan sonra "Taraflar" adlandmlacaq, Amerika Birla§mi§ $tatlannm Hokumati 

admdan Amerika Birla~mi§ $tatlarmm Beynalxalq inki§af Agentliyi (bundan sonra 

"USAID") va Azarbaycan Respublikasmm Hokum~ti admdan Azarbaycan 

Respublikasmm iqtisadi inki9af Nazirliyi (bundan sonra "iqtisadi inki~af Nazirliyi") 

birga say gostararak (a) uzunmi.iddatli milli va sektor inki§af1 va siyasatin 

planla§dmlmas1, (b) kapital bi.idcanin haz1rlanmas1 va (c) investisiya layihalarinin 

haz1rlanmas1, qiymatlandirilmasi, monitorinq va tahlili ilzra Azarbaycan 

Respublikas1 Hokumatinin institusional potensiahnrn giiclandirilmasina nail olmaq 

istiqam0tinda amakda!?hq etmak arzusundad1r. USAiD va iqtisadi inki9af Nazirliyi 

bu maqsada nail olmaq ii\:iln tarafda§ kimi birga c;ah§maq niyyatindadir. 

Qeyd olunan maqsadla Taraflar iizarilarina goti.irdiiklari ohdaliklar barada qarg1bqh 

anla~rnam tasbit etmak ii\iin hazirk1 Anla(?ma Memorandumunu (bundan sonra 

"Memorandum") imzalami§lar. Bu Memorandum USAID va ya iqtisadi inki~af 

Nazirliyi tarafindan maliyya vasaitlarinin aynlmas1 ilzra ohdalik gotiirillmasi kimi 

qiymatl;mdirilmamalidir. 

MADDa l. T8R8Fl8RiN OHDaLiKLaRi 

1.1. Maliyya vasaiti va Taraf113r arasmda birga faaliyyati davam etdirmak barada 

razila~ma oldugu halda AB$ Hokmnati, USAID vasitasila, 2007-ci Hin dekabrm 31-a 

kimi va ya bundan soma Taraflarin yaz11I formada razila~d1racag1 digar tarixda 
iqtisadi inki~af Nazirliyina a~ag1dak1 texniki yard1m va talim imkanlan taqdim etmak 

niyyatindadir: 

(a) Dovfot investisiya siyasati va proqramla~dmlmas1 sahasinda, elaca da 

investisiya Iayihalari dovri.lnda iqtisadi inki~af Nazirliyinin va nazirliyin 

tabe strukturlanmn inzibati, texniki, institusional va kadr potensialmm 

artmlmasma texniki yard1m; 



(b) iqtisadi inki9af Nazirliyinin Azarbaycan Respublikas1 Hokumatinin 
Di.lvlat investisiya Proqrammm haz1rlanmasma nazarat etmak imkanlanm 
Mhrmaq, inki9af planla9dirma, biidca prosesi va investisiya 
proqramla9dirma ard1cdhg1 va daxili alaqalarin giiclandirilmasi ii\iln 
texniki yard1m va talim irnkanlannm taqdirn edilmasi. 

USAiD yuxanda qeyd olunan yard1m1 hal hazirda h<>yata ke\iran Dov lat investisiya 
Siyas;:iti Layihasi vasitasila taqdim edacakdir. 

1.2 . Yuxanda qeyd olunan maqsadlara nail olmaq il¢n iqtisadi inki9af Nazirliyi 
a$ag1dakdan etmak niyyatind.,dir: 

a) Layihanin texniki i$\i heyatini Iqtisadi inki9af Nazirliyinin binasmda 
rniinasib i$ yeri, telefon va interneta \1Xl$la tachiz etmak; 

b) Qar91hqh suratda razda9dmlm1$ i$ Plam iizra texniki taP$mqlarm birga 
icras1 il\iln iqtisadi inki$af Nazirliyinin pe$akar i$<;i heyatini tayin etmak; 

c) Yeni dovlat investisiya layihalari il\iin birga i$lanib haz1rlanm1$ milvafiq 
talim kitab\asma uygun Layiha (Dayar-Samara) Tahlilina dair talablar 
daxil olmaqla, Azarbaycan Respublikas1 Hokumatinin Dovlat investisiya 
Proqrammm haz1rlamb idara olunmasmda yeni prinsip va 
metodologiyalan haz1rlay1b marhalalarla tatbiq etmak. 

1.3. Yuxanda gostarilan maqsadlara nail olmaq ii\iln AB~ Hokumati, maliyya 
vasaitlarinin movcudlugundan as1h olaraq, indiya kimi layihaya ayrilm1$ mablagi 5 
200 000 AI3$ dollarma \atdirmaqla ona 2007-ci taqvim ilinda taxminan 250 000 AB~ 
dollan mablagina kimi tohfo alava etmak arzusundadir. AB$ Hokumatinin bu 
maliyya tOhfosi maliyya vasaitlarinin ayrilmas1 ilzra ohdalik gotiirillmasi kimi 
qiymatlandirilmamalidir. 2007-ci taqvim ilinda iqtisadi inki9af Nazirliyinin naturada 
maliyya tohfasi USAID-nin texniki maslahat\ilarina i$ otaqlarmm aynlmas1, iqtisadi 
inki$af Nazirliyinin nazdinda dovlat investisiya ~obasinin yaraddmas1 va layihanin 
icras1 ila ma9gul olan iqtisadi inki~af Nazirliyinin i9\ilarina maa9larm 
od;milrnasindan ibarat olacaqd1r. 8lava olaraq, iqtisadi Inki9af Nazirliyi layih<> 
\<>rc;ivasinda yaradilm1$ metodoloji yana$mam marhalali $akilda dovlat investisiya 
layihvlarina tatbiq etmayi oz ohdaliyina gotiiriir. 

AB$ Hokumvti Azarbaycan Respublikas1 Hokumatinin sosial, iqtisadi va siyasi 
inki$af m<>qsadl<Jrina va maramlarma nail olmaq U\i.in bu yard1mla va novbati 
illarda al<HFJli yard1mla bagh xarclarin getdikca daha boyiik hissasini oz iizarina 
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gotiirm;:ik ist0yini alqi§layir. Bu maqsadla Taraflar Azvrbaycan Respublikas1 
Hbkumati tarafindan layiha xarclarinin faiz artlm1, icra miiddati, mexanizmlarini 
mi.iayy;m edvn Birga Maliyyala~dirma iizra daimi i§c;i Qrupu yaratrnaga raz1hga 
galirlvr. Birga Maliyyala§dirma iizra i§c;i Qrup 2007-ci ilin iyunun 30-dan gee 
olmayaraq Taraflara oz tovsiyalarini veracakdir. Azarbaycan Respublikas1 
Hokumati birgv maliyyvla§dirma paym1 novbati illik dovlat biidcasina aynca 
maxaric maddasi kimi daxil etmaya oz raz1hgm1 bildirir. 

MADD82.UMUMiMUDD8ALAR 

2.1. ikitarafli Can;iva Sazi§ina miinasibat: Bu Memorandum asasmda USAID 
tarafindan naturada taqdim oluna bilacak yard1m Amerika Birla§mi§ ~tatlanmn 
Hokumati ila Azarbaycan Respublikasmm Hokumati arasmdak1 ildtarafli Sazi§ (11 
may 2000-ci ii tarixli «Azarbaycan Respublikas1 Hokumati ila Amerika Birla§mi§ 
$tatlanmn Hokumati arasmda yard1m gostarilmasini asanla§dirmaq iizra amakda~hq 
haqqmda Sazi9») c;arc;;ivasinda Amerika Birla§rni§ $tatlarmm yard1m1 hesab edilir va 
vcrgi va gomriik ohdaliklarindan azad olunmarn nazarda tutan miiddaalar da daxil 
olmaqla harnin Sazi§in miiddaa va §artlarina tabe o]ur. 

2.2. Uc;iincil Tarafin sanadlari va maliyya vasaitlarinin movcudlugu: Yuxanda qeyd 
olunmu~ naturada yard1m1 gostarmak ii~n USAID oziiniin uygun hesab etdiyi dovlat 
va ozal tarafkirla sazi!llar va digar razila!lmalar imzalaya bilar. Amerika Birla§rni§ 
~tatlarmm Memorandum ila iizarina gotiirdiiyii biitiin ohdaliklar maliyya vasaitinin 
movcudluguna va USAiD ila bela dovlat va 6zal taraflar arasmda, naturada yard1mm 
taqdim olunmasma dair razlla§malarla bagh olacaqdir. Bu Memorandum USAID 
tarafindan maliyya vasaitlarinin aynlmasma dair ohdalik tasbit etmak maqsadi 
da§1mir. 

2.3. Amerika Birla~mi§ $tatlannm qanun va qaydalanna tabe olmaq: USAID yalmz 
Amerika Birla§mi§ $tatlarmm miivafiq qanun va qaydalarma asasan maliyya vasaitlari 
aymr, onlan istiqamatlandirir, xardayir va Memorandumdan irali galan digar 
amaliyyatlan hayata ke<;irir. 

2.4. 8mlak iizarinda sahiblik va ondan istifada: USAID tarafindan ba!lqa hal 
nazvrda tutulmayrbsa, kompiiter proqramlan va miivafiq lisenziyalar istisna olmaqla 
USAID tarafindan taqdim olunmu§ bi.itiin amlak lizarinda mlilkiyyat hi.iququ USAID
da qalacaq. USAID tarafindan taqdim oluna bilacak istenilan amlak yuxar1da tasvir 
edilmi§ 1113qs3d i.i<;iln samarali gakilda istifada edilmalidir va yard1mm miiddati 
bitdikdan sonra omm maqsadlarinin davam etdirilmasi ii<;i.in istifada olunmahd1r. 



USAiD tar0findan taqdim olunmu~ amlakdan kompiiter proqramlan va miivafiq 
lisenziyalar istisna olrnaqla, Taraflarin razda~dird1qlan rnaqslldlardan kanar rnaqsadlar 
fo;i.in istifad0 olunarsa va agar iqtisadi inki~af Nazirliyi miivafiq harvkatlari ila harnin 
hallann mi.ivafiq qaydada qar~1smm almmas1 miirnkiin oldugu halda bela harakatlarin 
qar~1s1 almmam1~dirsa, iqtisadi inki~af Nazirliyi USAiD-in xahi~i va se~irni ila hamin 
amlak1 qaytarmah va ya hamin amlak iic;Un xvrclanmi~ V()Saiti AB$ dollan ila 
odamalidir. 

2.5. Sanadlar, yoxlama va tafti~: iqtisadi inki~af Nazirliyi Memoranduma uygun 
olaraq gfistllrilmi~ yard1rnm qabulunu va istifadasini gostarrnak i.i~iin zaruri olan, 
yard1mla l'linqadar olaraq birba~a miivafiq sanadla~dirma aparmah va ya apanlmasma 
dair rnUvafiq gostari~ verrnalidir. Sanadli)r yard1rnm taqdirn edildiyi vaxtdan etibaran 
AzJrbaycan Respublikasmm milli qanunvericiliyinJ asasan rniiayyan edilrni~ rniiddata 
saxlarnlmahd1r. iqtisadi inki~af Nazirliyi USAiD-in salahiyyatli niirnayandalarina va 
ya onlarm tayin etdiyi ~axslara istanilan rniinasib vaxtda yard1mm gostarildiyi yer va 
yard1m!a vlaq<Jdar sanadlari yoxlarnaq ii~i.in imkan yaratrnahd1r. 

2.6. Miibadila mazannasi: USAiD va ya digar dovlat va ya ozal ta~kilat tarafindan 
USAiD-nin bu Mernorandurnda qeyd olunan 6hdaliklarinin hayata ke9rilmasi 
maqsadi ila Azarbaycana rnaliyya vasaiti daxil olarsa, iqtisadi inki~af Nazirliyi bu 
maliyya vasaitinin Azarbaycan Manahna, valyutanm konvertasiyasmm hayata 
ke~irildiyi vaxtda movcud olan, 6lka qanunvericiliyina zidd olmayan an yiiksllk 
mazannv ila ~evrilmasi iii;iin laz1m ola bilacak zaruri tadbir goracakdir. 

2.7. A~karhq: iqtisadi inki~af Nazirliyi AB$ Hokumatinin tohfa verdiyi proqram 
qisminda tuqdim olunmu~ yard1m barada ictimaiyyata rnalurnat veracak. 

2.8. Malumat va icra rnaktublan: iqtisadi inki~af Nazirliyi USAiD Vll bir-birini 
yard1mm gost()ri!masini asanla~dirmaq va bu yard1mm samaraliliyini 
qiymatlllndirmllk iii;iin laz1m ola bilacak malurnatlarla tachiz etmalidir. Bundan alava, 
USAiD vaxta~m haz1rk1 Mernorandurnda qeyd edilmi~ masalalar bar<>sinda alava 
rnalumat verm<Jk ii~iin icranm vaziyyati haqqmda rnakh1blar taqdim eda bilar. 
Turaflar, hi'lm~inin bu Memorandumun icras1 ila vlaqadar olaraq qar~1hqh 

anla~rnalarnu tvsdiq edvn birgll raz1la~dmlm1~ maktublardan istifada eda bilarlvr. icra 
maktublanndan bu Memorandurnun matninv dayi~iklik edilmasi ii~iin istifada 
edilmam()lidir. 

2.9. Salahiyyvtli niimay<mdvlar: Taraflar bu Memorandurnu imzalayan ~axslarin 
rJhburlik etdiyi idaralarda i~luyan va ya faaliyyat gostaran :;;axsl<Jr tarafind<Jn tamsil 
olunurlar. Har bir taraf digvr tarafa yaz1h bildiri~ gondarrnvkla, hvmin Tarafi, bu 

-

-



memoranduma riJsmi diizali~kir edilmasinin tasdiqlanmasi istisna olmaqla, istanilan 

masalad;) tamsil edacak alava niimayandalar tayin eda bilar. Har bir taraf qar~1 tarafi 

oz salahiyyntli nlimayandalari ila bagh dayi§ikliklarla yaz1h suratda tam§ etmalidir. 

2.10. 81avn va dayi!1ikliklar: Hazirk1 Memoranduma alava va dayi~ikliklar Taraflarin 

yaz1h raz1hg1 <isasmda edila bilar. 

2.ll. Dayandmlma va xitam: 

A. Dayand1rma. 

(i) iqtisadi inki§af Nazirliyi bu Memorandumun har hans1 bir mi.iddaasma 

riayat etmazsa; 

(ii) USAiD bu Memorandumun maqsadinin alda edilmasini va ya iqtisadi 

inki~af Nazirliyinin bu Mcmorandumun mi.iddaalarma amal etma 

imkamm qeyri-miimkiln edan fOvqaladiJ vaziyyatin yaranmasm1 miiayyan 

edarsa; 

(iii) USAiD bu yard1mm taqdim edilmasinin AB$ Hokumatinin qanun va ya 

qaydalarmm pozulmasma sabab olacaguu milayyan edarsa. 

USAiD, sei;imina mlivafiq olaraq, bu Memorandumda nazarda tutulmu~ yard1mm 

t0qdim edilrn\'.Jsini tam va ya qisman dayandirmaq ii~n tadbir gora va bu barada 

iqtisadi inki§af Nazirliyina yaz1h bildiri~ taqdim eda bilar. Qisman dayand1rma 

zamam qeyd olunan bildiri~ dayand1rmarun naticasinin ~amil edildiyi faaliyyat 

novi.inii qeyd etmalidir. agar bela bildiri§in taqdim edilmasindan altrn1~ (60) gtin 

kei;mi;; USAiD dayandirmanm sababinin va ya sabablarinin aradan qaldmlmad1g1m 

mti<iyyan cdars0, USAiD yard1m taqdim edilmasina xitam vera va bu barada iqtisadi 

inki~af Nazirliyina yaz1h bildiri;; taqdin;t eda bilar. 

B. Xitmn. istanilan Tarof dig<>r Tarafa otuz (30) giin avval yaz1h bildiri§ tilqdim 

etm0klv bu Memoranduma tam va ya qisman xitam vera bilar. Qisman xitam 

verm.J zamam, bela bildiri;;da xitamm naticasinin ;;a mil edilacayi f aaliyyatlar 

qeyd edilmalidir. Bu Memoranduma xitam verilmasi Taraflarin bu faaliyyat 

i.h;i.in har hans1 maliyya va ya digar resurslann taqdim edilmasi i.izra har 

hans1 masuliyyatin0, amma bu Memorandumun xitamma qadar i.i<;ii.ncil 

t<Jr0fla sazi§ baglayaraq iizarilarina goti.irdiiklari lagv olunmaz ohdaliklardan 

irali gabn od;mi;;lar istisna olmaqla, xitam veracak. iqtisadi inki;;af 

Nazirliyinin bu Memoranduma asasan taqdim olunmu~ amlakdan istifadaya 



dair yuxanda 3.4-ci.i bandda qeyd olunmu§ ohdaliklari Memorandumun 
xitammdan soma da qUvvada qalacaq. l3undan alava, bela bir xitamdan soma 
US/\iD, oz hesabma, bu Memoranduma asasan aynlmI§ amlakm iizarinda 
mi.ilkiyyat hiiququnu, agar hamin amlak Azarbaycandan kanarda olan 
manbvdandirsa, da§1mlan durumdadirsa va Azarbaycana giri§ limanlarma 
bo~ald1lmam1~dirsa, USAiD-a ke~ira bilar. 

2.12. iddia hi.iququnun ke~masi: iqtisadi inki§af Nazirliyi, xahi§ olunduqda, bu 
Memorandumla alaqadar USAiD tvrafindan maliyyala§dirilan va USAID ila 
imzalanm1~ kontrakhn Tvrvfinin kontraktdan irali galan amali va ya ohdaliyi 
pozmasmdan vv ya bununla alaqadar yaranmt§ har hans1 iddia vermak hilququnun 
AB~ dollan diiyarinda birbaqa USAiD-a ke~mvsina razila§tr. 

2.13. Miidafia vasitasindan imtina edilmamasi: Bu Memorandum ila bagh 
Taraflvrdan birinin malik oldugu har hans1 hiiququn va ya miidafia vasitasinin hayata 
ke~irilmasindu yo! verilmi§ langimv bu hilquq va ya vasitadan istifada edilmasindan 
imtina kimi yozulmamahdir. 

2.14. Oil: Bu Memorandum Azarbaycan va ingilis dillarinda haz1rlanm1§dtr. iki dilda 
olan matnlvr arasmda har hans1 bir anla§1lmazhq va ya ziddiyyat oldugu taqdirda 
ingilis dilinduki matna iistilnlli.k verilacakdir. 

2.15. Ql.ivvaya minma tarixi: Bu Memorandum har iki Tarafin hazirkt 
Memorandumu imzalad1g1 tarixdan qlivvaya rninir. 

Blitiln bunlarm tasdiqi olaraq, Taraflarin har biri miivafiq §akilda salahiyyatlandirilmi§ 
nlirnayand0si vasitasila bu Memorandumu 7 yanvar, 2007-ci il tarixda imzalam1§lar. 

Administratorun Avropa va A vrasiya 
ilzra milavini vuzifosini icra edan 
AB$ Beynalxalq inki§af Agentliyi 

Heydar Babayev 

Azarbaycan Respublikas1 
iqtisadi inki§af Naziri 

! 
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Statute of the Ministry of Economic Development of Azerbaijan Republic 
print version 

I.General provisions 

1.1. Ministry of Economic Development (hereinafter referred to as the Ministry) is the government 
body which: formulates economic policy, economic and social projections of Azerbaijan Republic; 
develops and implements state policy on development of various sectors for economy, foreign 
economic and trade relations, investment activities, attraction, allocation and promotion of 
investment, internal trade, development of and state support to entrepreneurship, improvement of 
competition, including elimination of unfair competition, protection of consumer rights, structural 

. and innovative changes in state economy; performs normative legislative regulation; coordinates 
work of other state agencies in terms of issues concerning its area of interest; implements state 
supervision in relevant sectors. 

1.2. In performing its activities the Ministry is guided by the Constitution of Azerbaijan Republic, 
Laws of Azerbaijan Republic, decrees and orders of the President of Azerbaijan Republic, 
resolutions and decrees of the Cabinet of Ministers, international treaties Azerbaijan is party to and 
this Statute. 

1.3. The ministry shall discharge the duties and responsibilities prescribed hereby, in cooperation 
with central and local executive authorities, local self-governance authorities of Azerbaijan 
Republic, as well as international and non-government organizations. 

1.4. The ministry shall have its own independent balance, state property in its discretion pursuant 
to legislation, treasury and bank accounts, a seal with the State Emblem and its name, relevant 
stamps and letterheads. 

1.5. Activities of the Ministry shall be financed from state budget of Azerbaijan Republic and other 
sources not contradicting the existing legislation. 

1.6. The Ministry shall be located in Baku city .. 

II. Scope of Work for the Ministry 

2.1. Activities of the Ministry shall be fulfilled in the following directions: 

2.1.1. formulates state policy on economic and social development, as well as other sectors of 
the country, coordinates the work of related government agencies and other entities to ensure 
implementation of this policy; 

2.1.2. develops economic and social development forecasts of Azerbaijan Republic; 

2.1.3. performs macroeconomic forecasting, participates in economic justification of state 
budget expenditure; 

2.1.4. formulates state structural and innovative policy in country's economy and implements 
it with relevant agencies; 



2.1.5; develops and implements state policy of Azerbaijan Republic for support and 
improvement of entrepreneurship; 

2.1.6. formulate and implement a single state policy for improvement and promotion of 
competitive environment, as well as elimination of unfair competition cases; 

2.1. 7. prepares and implements state policy for internal trade, consumer market and service; 
ensures efficiency of goods turnover; 

2.1.8. with participation of relevant government agencies formulates and implements state 
policy on protection of consumer rights and ensuring quality of consumer goods; 

2.1.9. with participation of relevant government agencies formulates and implements 
measures to ensure socio-economic development of regions; 

2.1.10. prepares, ensures implementation (with participation of relevant agencies), 
coordinates work, monitors state programs and concepts for economic development, as well 
as development of priority sectors and areas; 

2.1.11. Formulates and implements state policy for foreign economic and trade relations; 
cooperateswith international financial (financial-credit) and economic (trade) organizations; 

2.1.12. prepares and implements within its authorities state policy for investment activities of · 
Azerbaijan, attraction, allocation and promotion of investments, and involves other related 
agencies to this work; 

2.1.13. within authorities supervises and monitors attraction of all kinds of loans/credits, 
financial and technical assistance (including, grants) and other types of investment; 
supervises examination and implementation of investment projects (proposals); 

2.1.14. in cooperation with related agencies drafts, submits and ensures implementation of 
Public Investment Program; 

2.1.15. ensures formulation and appropriate execution of safeguarding activities for 
economic security and sustainable development of the country, as well as protection of 
country's economic interests; 

2.1.16. participates in formulation and examination of state policy and relevant legislative 
acts regarding public administration, financial, insurance and securities market, budget, 
taxation, monetary and currency, tariff-pricing policy, banking activities, state purchases, and 
other fields; 

2.1.17. pursuant to authorities and responsibilities granted by the legislation, as well as those 
prescribed herein, performs normative legal regulation and supervision of the following: 
development of various sectors of econom; foreign economic and trade relations; internal 



trade; goods turnover; investment activities; attraction, allocation and promotion of 
investment; support to and development of entrepreneurship; promotion of sound competitive 
environment, elimination of unfair competition cases; protection of consumer rights and 
ensuring quality of consumer goods; 

2.1.18. Coordinates activities of line ministries and local executive wuthorities related to the 
scope of work of the ministry; 

2.1.19.performs state supervision within the scope of its activities; 

2.1.20. performs other duties/activities prescribed by the legislation. 

III. Duties and Responsibilities of the Ministry 

3.1. Pursuant to the scope of activities prescribed hereby the ministry shall perform following 
functions: 

3.1. l. Develop major directions of socio-economic development of Azerbaijan and ensure their 
implementation with participation of relevant government agencies; 

3.1.2. Jointly with relevant government agencies ensure state's socio-economic policy 
formulation and implementation, participate in identification of budgetary, tax, monetary, 
currency and other socio-economic priorities; 

3.1.3. Analyze socio-economic situation in Azerbaijan, prepare proposals on state regulation of 
economy, economic and social development priorities and submit these proposals to relevant 
government agencies; 

3.1.4. Analyze and forecast development dynamics of economy, identify perspective 
development directions; 

3.1.5. For the purpose of state budget formulation prepare forecast indicators socio-economic 
development and submit them to relevant agencies pursuant to legislation, participate in budget 
crediting, planning and review of state and government guaranteed debts; 

3.1.6. formulate key directions of structure policy of country's economy, organize their 
implementation; 

3.1.7. ensure the country's innovation and scientific-technical policy formulation; 

3.1.8. identify fields for capital investments from budgetary funds, prepare draft public 
investment program and agency ensure implementation of the program upon its approval by 
the relevant government; 

3.1.9. participate in the country's social policy formulation and implementation; 



3 .1.10. jointly with other central executive authorities, participate in identification of minimum 
social standards; 

3.1.11. participate in preparation of mechanisms for state support to social sectors' 
development, identification of directions for reforms in residence construction and communal 
economy system; 

3.1.12. jointly with relevant government agencies identify key directions of labor reserves and 
employment and take necessary measures for their implementation; 

3.1.13. identify regional socio-economic development fields, involve relevant government 
agencies in this work and take necessary actions to ensure their implementation; 

3 .1.14. with purpose of discharge of duties and responsibilities and jointly with relevant central 
authorities ensure formulation and implementation of targeted programs and concept papers, 
including programs on economic priorities, socio-economic development of regions, poverty 
reduction and sustainable human development, entrepreneurship development and 
improvement of healthy competitive environment Prepare and submit opinions/comments on 
draft state programs prepared by other government agencies; 

3.1.15. with participation of relevant government agencies prepare proposals on general 
principles of price-tariff policy, list of goods and services where price is regulated by the state, 
draft guidelines on regulation of prices for socially important goods and products of monopoly 
units; supervise their implementation in an approved manner, prepare proposals on providing 
discounts to individual enterprises, organizations and investors and submit them to relevant 
agencies; 

3.1.16. jointly with relevant government agencies participate m identification of uses of 
centralized currency reserves; 

3.1.17. jointly with relevant central authorities forecast overall financial balances and balance 
of payments; 

3.1.18. participate in formulation and re-evaluation of major funds' regulation policy, 
identification and application of amortization norms; 

3.1.19. jointly with relevant government agencies prepare and implement measures to ensure 
economic and food security of Azerbaijan; 

3.1.20. prepare draft laws, regulations and other legislative acts related to implementation of 
economic and social policy implementation, comment on other draft legislation in this field 
prepared by other government agencies and submit them properly; 

3.1.21. participate in formulation of state policy, state regulation and legislative acts, and 
implementation of expertise in following fields: public administration, finance, insurance 



(insurance market), budget, tax, monetary-credit, currency, price-tariff, banking activities, 
securities market, state purchases, environment and environmental security etc.; 

3.1.22. participate in preparation of proposals on formulation and utilization of state material 
resources; 

3 .1.23. implement state regulation in foreign economic and trade activities, investment 
activities, internal trade, service, members rights protection; review situation in these fields and 
take necessary measures; 

3.1.24. ensure implementation of relevant measures to protect internal market in Azerbaijan; 

3.1.25. pursuant to economic policy of the country, jointly with relevant central executive 
authorities prepare proposals on customs, duties and taxes, other mandatory payments 
(including in trade) and submit these proposals to appropriate instances; 

3.1.26. participate in formulation of efficient utilization mechanisms of natural resources, 
including energy reserves, preparation and improvement of structure of fuel-energy balance of; 

3.1.27. take measures within its authorities to attract financial assistance to various sectors of 
economy; 

3.1.28. formulate and implement foreign economic and trade policy of Azerbaijan; 

3.1.29. take measures to implement the country's bilateral and multilateral foreign economic 
relations, hold negotiations related to this, prepare relevant draft contracts (treaties, 
agreements) and ensure their signature and implementation pursuant to legislation; attend 
forums, conferences and other events in foreign countries and ensure implementation of such 
events in Azerbaijan; cooperate with foreign legal entities and other individuals, represent 
Azerbaijan in such relations, negotiate, prepare and sign agreements (treaties, contracts); 
within its authorities ensure implementation of international agreements Azerbaijan is party to; 

3.1.30. cooperate with international economic (trade) and financial (monetary) organizations, 
including those Azerbaijan is member to (participant), participate in events held by them, 
represent the country in relations with these organizations; 

3.1.31. coordinate activities for ensuring integration of Azerbaijan to world trade system, 
perform analysis and prepare proposals on improving competition capacity of Azerbaijan in 
foreign trade and developing its trade regime, ensure implementation of such proposals; 

3.1.32. prepare proposals on application of special (free) economic zones (regimes), take 
necessary measures; 

3.1.33. jointly with other relevant government agencies prepare draft international agreements 
on international transportation, goods transit, as well as foreign trade negotiations, participate 
in approval and implementation of such agreements, coordinate activities; 



3.1.34. formulate and implement activities to increase export potential of the country, 
introduction of Azerbaijan's goods and services in foreign markets, creation of favorable 
conditions for the latter, ensuring effective integration of the country's economy into the world 
economy; 

3.1.35. take measures to provide participants of foreign economic activities with necessary 
economic, legal information; establish necessary information systems related to foreign 
economic activity issues; 

3.1.36. analyze status (structure) of the world good and service markets; make relevant 
proposals and ensure implementation of measures in this field; 

3.1.37. perform actions for non-tariff regulation of foreign trade activities; issue licenses 
(special permission) for exercising export and import transactions in cases and manner 
prescribed by legislation; also when necessary, issue certificate of origin, quality and other 
certificates, and other legal documents in the event where goods are exported from customs 
territory of the country and this case is prescribed in international agreements Azerbaijan is 
party to, other agreements, treaties, contracts and legislative documents; 

3.1.38. identify cases in trade sector where partial treatment is applied towards Azerbaijan; 
make proposals to relevant agencies and participate in their implementation; 

3.1.39. appoint economic-trade representative in diplomatic rep.offices of Azerbaijan in other 
countries and international organizations; provide them with financial assistance; 

3.1.40. take direct, targeted measures (including, direct negotiations) to attract financial 
resources from all foreign sources to the country's economy, its separate sectors; examine the 
received proposals; prepare or participate in preparation of drafts of relevant agreements 
(treaties, contracts) when necessary; sign them appropriately; monitor their implementation; 
identify priority sectors for attracting loans, grants and financial (technical) assistance and 
coordinate related work of other central executive authorities, SOE's and enterprises where the 
state has a share in statutory capital; examine their proposals and investment projects; 

3.1.41. prepare proposals for formulation of state policy on export control and take other 
measures prescribed in legislation; 

3.1.42. within its authorities, hold direct negotiations regarding investment cooperation of 
Azerbaijan with foreign countries, including attraction, promotion and protection of 
investments, establishment of joint ventures; take necessary measures; monitor fulfillment of 
contractual obligations coming forward from international agreements (treaties, contracts) 
related to investment cooperation; 

3.1.43. participate in work of international investment forums, conferences, exhibitions, other 



events; ensure organization of such type of events in the country; coordinate work of relevant 
state agencies in this field; 

3.1.44. research investment opportunities in the country and encourage implementation of 
relevant projects; 

3.1.45. establish information pool on investment opportunities in the economy; ensure 
dissemination of information among potential investors on capacity of local enterprises; 

3.1.46. ensure registration of enterprises with foreign investment functioning in Azerbaijan; 
together with relevant government agencies take necessary measures to identify and eliminate 
current problems (challenges) for the proper functioning and development of such enterprises; 

3.1.47. coordinate financial and technical assistance allocated to Azerbaijan Republic, its 
relevant state bodies (other state enterprises); monitor efficient use of foreign assistance; 
identify projects important for technical cooperation; apply for their financing within the 
framework of bilateral and multilateral cooperation; upon requests from related state bodies, 
take measures to ensure that this financial and technical assistance is provided to them; 

3.1.48. take measures to ensure preparation and implementation of investment projects; 

3.1.49. take measures to research investment demand, improve investment environment and 
foster investment activities in Azerbaijan; coordinate related work; within its authorities ensure 
selection of investment projects in tenders, efficiency evaluation and examination; 

3.1.50. perform public examination of proposals (projects) related to attraction of investment 
and allocation of investment funds submitted by executive authorities, SOEs or enterprises 
where the government has a share in statutory capital, as well as examination appropriate 
proposals (projects) upon request of investors; 

3.1.51. exercise direct cooperation with international and regional (trade) economic and 
international financial (monetary) institutions in the investment field; coordinate their work in 
the country within the framework of ministry's authorities; represent Azerbaijan Republic 
appropriately in these organizations; 

3.1.52. play the role of a single body coordinating activities of local and foreign investors in 
Azerbaijan; 

3.1.53. hold direct negotiations with foreign investors regarding attraction of foreign investors, 
as well as loans (including, government guaranteed), grants, financial (technical) assistance, 
investment projects; represent Azerbaijan Republic in these negotiation and protect the 
countries interests; 

3.1.54. perform public examination of contracts (treaties, agreements) or proposals on loans, 
grants, financial (technical) assistance loans from international financial and economic 



institutions, foreign countries and credit institutions where GoAz is a member and guarantor; 
monitor fulfillment of contractual obligations coming forward from these agreements; 

3.1.55. prepare investment projects implemented by the government; examine public 
investment projects, take proper actions to ensure their implementation and perform 
monitoring; identify criteria for prioritization of public investment projects; 

3. l.56. review loan, grant and financial (technical) assistance agreements (treaties, contracts) 
concluded by state commercial and non-commercial organizations (SOEs or enterprises where 
government has share in statutory capital); review their investment project proposals; perform 
public examination of these agreements (treaties, contracts), investment projects; request from 
the above mentioned enterprises documents assessing the financial-economic results of and 
justifying necessity for such agreements (treaties, contracts) and investment projects; 

3.1.57. s oversee and monitor implementation of contractual obligations regarding attraction of 
investments of SO Es or enterprises where government has share in statutory capital; 

3.1.58. on behalf of Azerbaijan Republic conclude treaties on promotion and protection of 
investment with relevant agencies of other countries; 

3.1.59. coordinate work of central executive authorities involved in attraction of investment 
within the framework of their authorities; review proposals prepared or received by them; 
review and agree upon negotiations and agreements (treaties, contracts) for acquiring all types 
of loans, grants and financial (technical) assistance, investment proposals; perform public 
examination; request from relevant agencies documents justifying necessity of these loans, 
grants and financial (technical) assistance agreements (treaties, contracts) and assessing their 
financial-economic outcome; register proposals by sectors; take actions to implement proposals 
upon their approval; 

3 .1.60. identify general terms and conditions, main directions and forms of public assistance to 
entrepreneurship; develop relevant programs in this field and monitor their implementation; 

3.1.61. sahibkarhga yard1m tadbirlarinin maliyyafa~dirilmasi ilr;iln dovlat biidcasi vasaitlarinin 
va xarici kreditlar (qrantlar va digar maliyya vasaitlari), yerli va xarici hilquqi va fiziki 
~axslarin konilllil ay1rmalarmm calb edilmasi ilr;iin tadbirlar hayata ker;irmak; 

3.1.62. implement international cooperation related to entrepreneurship development; 

3.1.63. request from state enterprises and municipalities, other individuals suspension of 
actions hindering and infringing legal rights and interests of entrepreneurs and consumers; 

3.1.64. with purpose of support to entrepreneurship, establish scientific, production, consulting, 
advertising-exhibition, information units, press offices and other structures; 



3.1.65. analyze development of entrepreneurship activities, environment and public support, as 
well as investment activities in private sector; organize development of relevant state programs 
in this sector with consideration of development priorities of state economy; 

3.1.66. take measures for development and improvement of a modem legislative basis for 
regulating entrepreneurship activities; 

3.1.67. formulate and implement public policy regarding licensing of economic activity types 
and application of special permit system; identify key directions for public regulation of 
licensing and develop relevant draft normative legislative acts; 

3.1.68. monitor issuance of certificates, special permits and other such documents to 
entrepreneurs by central and local executive authorities; ensure compliance with licensing and 
special permit legislation by all state agencies and economic organizations; 

3. l.69. provide state agencies issuing licenses and special permits with methodical guidance 
and information; 

3.1.70. maintain single state register for licenses and special permits; 

3.l.71. give proposals to relevant government agencies regarding liceinsing and special permit 
issuance; 

3.1. 72. with purpose of enlightenment of entrepreneurs and to improve SME activities inform 
them of international best practices and ensure application of the practices; 

3.1.73. with purpose of support to entrepreneurship, ensure establishment and proper 
management of state enterprises, including enterprises for allocation of financial resources at 
discount rates, improving competitive capacity of entrepreneurship, improving quality of 
produced goods, and ensuring their introduction in local and international market; support their 
activities; 

3.1. 74. with purpose of entrepreneurship support, coordinate activities of companies, funds, as 
well as investment companies (funds), venture funds and other specialized entities; 

3.l.75. prepare and take actions to introduce goods and services produced by local 
entrepreneurs to international markets and create favorable conditions for this, take targeted 
actions to ensure protection of exporters rights, their free access to foreign markets; 

3.1. 76. take actions to provide entrepreneurs with necessary economic and legal infdrmation; 

3. l.77. in the field of investment activities, take necessary measures to ensure implementation 
of investment projects crucial for entrepreneurship development and promotion; 

3.1. 78. take actions to ensure improvement of internal trade; 



3.1.79. formulate draft of state needs (demands), as well as state orders; 

3.1.80. ensure that activities of natural monopolies under state monopoly are pursuant to 
economic policy of the government; with this purpose obtain economic indicators and other 
necessary information from these entities, analyze this data; if necessary, take actions 
prescribed by legislation; 

3.1.81. in cases prescribed by the legislation represent country's economic interests in local 
and foreign (international) courts (arbitration); 

3.1.82. jointly with relevant government agencies ensure application of modem corporate 
governance systems; participate in formation and implementation of policy for state assets 
management; 

3.1.83. prepare proposals on optimization of structure of state property and submit these 
proposals to relevant agencies; 

3.1.84. prepare proposals on improvement of public economic management system and submit 
these proposals to relevant government agencies; 

3.1.85. provide public financial support to entrepreneurship development via National Fund for 
Assistance to Entrepreneurship established under its auspices; 

3.1.86. formulate and implement (also via Anti-Trust State Service under the ministry) 
government policy on development and promotion of competition, as well as elimination of 
unfair competition cases, perform normative legal regulation in this field; 

3.1.87. jointly with relevant government agencies formulate and implement state policy for 
consumer rights protection, ensuring quality of consumer goods (products) and monitoring of 
trade rules (also via State Service on Consumer Market established under its auspices); 
exercise normative-legal management and regulation in this field; 

3.1.88. take measures to ensure high quality of goods exported to European Union from 
Azerbaijan; 

3.1.89. coordinate and supervise activities and work of units functioning under the auspices of 
ministry; 

3.1.90. Approve programs and cost estimates for proper utilization of targeted budget funds 
used units in the Ministry's structure for discharge of their duties within the framework of their 
authorities; 

3.1.91. Monitor proper utilization of targeted budget funds used by units in the Ministry's 
structure for discharge of their duties within the framework of their authorities; 



3.1.92. ensure public awareness of the ministry's activities; 

3.1.93. train cadres (staff) in relevant fields; 

3.1.94. within its authorities take measures to improve the ministry's structure and activities; 

3.1.95. organize implementation of scientific researches related to the ministry's functions and 
responsibilities; 

3.1.96. review received applications and inquiries related to the ministry's activities and take 
measures pursuant to legislation; 

3.1.97. perform other duties pursuant to legislation. 

IV. Rights of the Ministry 

4. The ministry has following rights for discharge of its duties: 

4.1. within its authorities, issue mandatory orders on suspension of illegal actions and elimination 
of its results to executive authorities, municipalities, legal entities, other market units and their 
management; take other necessary measures; 

4.2. request and obtain from central and local executive authorities, municipalities, individuals and 
entities necessary information (documents) and applications on issues related to activity 
framework of the ministry; 

4.3. develop projects, perform examinations, give comments and opinions, perform analyzes and 
generalizations, prepare analytical data, perform monitoring and research on certain spheres on 
issues related to activity framework of the ministry; 

4.4. take measures to ensure and monitor proper utilization of targeted budget funds allocated for 
activities of subordinated units; 

4.5. pursuant to legislation and this Charter, attract and contract foreign and local experts and 
consultants, consulting companies, scientific organizations for formulation and implementation of 
the activities within its authority; 

4.6. take actions for developing experts and qualified and competent specialists in relevant fields; 

4.7. pursuant to set guidelines develop and approve, ensure implementation and monitor execution 
of normative legal acts related to all sectors within its framework of activity identified by 
legislation and this Charter; 

4.8. establish and implement foreign economic and trade relations; 



4.9. take measures related to investment activities, for attraction, protection and promotion of 
investment; 

4.10. ensure improvement and promotion of competitive environment, as well as elimination of 
unfair competition cases; 

4.11. take measures to ensure consumer rights protection and monitoring of trade rules; 

4.12. take necessary actions for improvement of internal trade, development of and public support 
to entrepreneurship, fostering and promotion of competitiveness, elimination of unfair competition 
cases, and protection of consumer rights; 

4.13. attend court litigations (arbitrations) on its own behalf; 

4.14. organize and implement cooperation with international organizations, state agencies of 
foreign countries, foreign individuals and entities; hold direct negotiations and attend negotiations; 
draft and participate in drafting of international agreements (treaties, contracts); sign them 
pursuant to legislation; 

4.15. within its authorities monitor implementation of international agreements (treaties, 
conventions) Azerbaijan is party to; take necessary actions to ensure fulfillment of country's 
contractual obligations; 

4.16. establish, reorganize and annul subordinated organizations pursuant to guidelines related to 
discharge of its duties and authorities; 

4.17. pursuant to legislation, issue, revoke, suspend special licenses and permits for certain types 
of activities; issue quality, compliance and other certificates as well as juridical documents; 
4.18. exercise public supervision over quality and security of edibles (food products) during their 
trade, procurement, maintenance, import, export and transportation; perform examinations 
pursuant to security criteria of infrastructure and goods in production and processing enterprises of 
edibles exported to EU states, issue the enterprises and exporters approval code numbers and 
documents veryfing results of examination respectively, apply quality control system to these 
goods; maintain registry of production and processing enterprises and ensure fulfillment of EU' s 
requirements in the aforementioned sectors; 

4.19. pursuant to legislation, establish periodic press office, issue special bulletins and other 
publications; 

4.20. within its authorities give orders and instructions to all organizations under the ministry's 
structure, monitor their implementation, suspend implementation of or annul orders or instructions 
contradicting the legislation; 

4.21. establish consultation, advisory and other bodies, created inter-office bodies; 

4.22. perform public control in issues related to its scope of work, functions and authorities; 



4.23. make proposals to relevant state agencies on issues within its authorities; participate in 
activities (including development of projects) and state supervision of issues relate to economic, 
social, public administration, finance, insurance, budget, taxation, monetary and currency, 
customs, price-tariff, banking activities, securities market, property relations, management and 
privatization of state property, state procurements, environment and environmental security and 
other fields; prepare proposals and submit the appropriately; examine relevant normative-legal 
acts; 

4.24. oversee agreements (treaties, contracts) of executive authorities, SOEs or enterprises where 
government has share in statutory capital for receipt of all types of loan, grant, financial (technical) 
assistance; perform state expertise; obtain documents justifying necessity of relevant agreements 
(treaties, contracts), investment projects and assessing their financial-economic results; monitor 
fulfillment of terms of the abovementioned agreements (treaties, contracts), other investment 
projects; 

4.25. participate in inspections (performed in cases and manner prescribed by legislation) of 
entrepreneurship units by state agencies (excluding tax authorities); 

4.26. hold congress, consultation, exhibition and other events on issues related to its scope of 
activity; 

4.27. exercise other rights prescribed by legislation. 

V. Organization of Ministry's Activities 

5.1. The Ministry's single system consists of central apparatus, Anti-Trust State Service, State 
Service for Consumer Market Control, National Fund for Entrepreneurship Support; regional 
offices and other bodies .. 

5.2. The Ministry performs its scope of work directly and via subordinated bodies indicated in 
Article 5.1. hereof. The ministry manages, provides staffing and financial support to economic
trade representatives in diplomatic rep.offices of Azerbaijan in foreign countries and international 
organizations. 

5.3. General staff number and structure of the ministry are identified by the President. 

5.4. The Ministry is headed by the Minister, who is appointed and dismissed by the President, and 
is personally responsible for discharge of duties and responsibilities granted to the ministry. 

5.5. The minister has 3 deputies who are appointed and dismissed by the President. 

5.6. The deputy ministers perform duties and responsibilities assigned to them by the minister and 
are personally responsible for this. 

5.7. Subordinated units under the auspices of the ministry bear direct responsibility for discharge 



of duties and functions assigned to them and have the right to independently issue orders within 
their authorities. 

5.8. The minister of economic development has the following authorities: 

5.8.1. organize and manage activities of the ministry; 

5.8.2. within the limits of labor compensation funds and number of employees, approve 
structure, staff list and cost estimates of the central apparatus of the ministry, subordinated 
state services, the Fund and other units; 

5.8.3. prepare and appropriately submit to relevant state authorities proposals on budget 
funds needs of subordinated State Services and the Fund; 

5.8.4. approve statutes and charters of structural units and subordinated bodies of the 
ministry; 

5.8.5. appoint and dismiss heads of central apparatus of the ministry, subordinated 
organizations, economic-trade representatives of Azerbaijan in foreign countries and 
international organizations. Pursuant to legislation take motivating and disciplinary actions 
with regard to staff of all structural units of the ministry; 

5.8.6. give mandatory orders, decrees, instructions, approve (sign) normative legal acts with 
regard to activities of the ministry's central apparatus, subordinating units, ensure and 
monitor their implementation; 

5.8.7. identify functional assignments and staff number of the ministries central office and 
subordinated bodies, when necessary make modifications (changes) in them; 

5.8.8. organize and implement cooperation and relations with foreign countries, international 
financial (financial-credit), economic (trade) and other organizations, foreign entities and 
individuals; hold direct negotiations with relevant countries (their state agencies and other 
bodies), international organizations, individuals; attent international, interstate and inter
governmental negotiations; properly sign agreements (contracts, treaties), represent 
Azerbaijan in events held by and relationship with these organizations, individuals and 
countires (their state agencies and other bodies); 

5.8.9. exercises other rights and performs other functions pursuant to Azerbaijan legislation. 

5.9. The Ministry establishes collegial committee consisting of the minister (head of committee), 
deputy ministers, head of relevant body of Nakhichevan Autonomous Republic, management of 
central apparatus, subordinated units. 

5.10. Number and composition of the members of the ministry's committee is set by the Cabinet of 
Ministers. 



5.11. Collegial committee of the ministry discusses issues related to the ministry's activity scope 
and makes decisions during its meetings. 

5.12. Meetings of the committee shall have power when more than half of the members are 
participant. The decisions of the committee are made by simple vote majority of the members. 

5.13. Decisions of the committee shall be officially recorded in the minutes and implemented 
under the minister's order. 

5.14. In the event when there is difference of opinion, the ministry's management shall inform 
Cabinet of Ministers of this and implement its decision. Committee members may express their 
individual opinions to the Cabinet of Ministers. 

5.15. When necessary, representatives of executive authorities, heads of offices, enterprises and 
organizations, as well as representatives of public organizations, experts directly related to the 
discussed issues may be invited to attend committee's meetings. 

5.16. Relevant economic structure ofNakhichevan Autonomous Republic is considered as a part of 
the ministry's structure. 

5.17. Within the identified salary and staff number limitations, the ministry shall establish and 
annul regional offices reporting directly to the ministry. Heads of these regional offices shall be 
appointed and dismissed by the minister of economic development. 

Approved by the decree of the President of Azerbaijan as of December 28, 2006. 



Meeting Notes 

Date: 

Meeting with: 

PIP-project 
participated: 

Topics covered: 

February 07, 2007 

Ms.Sevinj Hasanova, Deputy Minister, Ministry of Economic Development 
(MOED) 

Mr. Janusz Sy2ITier, COP 
Ms.Nigar Ismaylova, Fiscal and Sector Expert-Economist 

1. Project involvement in drafting of 2008-11 PIP Call Circular 
2. Comparative analysis of Kazakhstan practice and experience in PIP planning 
3. Short-term technical assistance (SSTA) in cost-benefit analysis and strengthening of public 

investment legislation and regulations acts 
4. Strengthening the research capacity of Scientific- research institute of reforms (SRIR) 

Observations: 

• Janusz Syzmer briefed Deputy Minister on the current tasks undertaken by PIP-project, namely 
comments and possible changes in 2008-11 PIP Call Circular, study on comparative analysis of 
Kazakhstan experience in public investment policy and programming, SSTA in cost benefit 
analysis and strengthening of public investment legislation and regulations acts. 

• Sevinj Hasanova informed about the structural changes going on in MOED and the 
establishment of new Public Investment Policy and Program department based on Public 
Investments Division. The new department will consist of three divisions: PI Policy and 
Program Division, PI Projects Evaluation Division and PI Projects Monitoring Division. 

• Sevinj Hasanova welcomed the idea to study the Kazakhstan's experience and proposed to 
organize the study visit of one MOED official and one PIP-project technical expert to 
Kazakhstan to learn the practical issues of public investment policy and programming. 

• Janusz Syzmer submitted the draft of new 2008-11 PIP Call Circular prepared by PIP-project 
team to consideration and discussions. It was agreed to contact with Faig Gasimli, possible 
division chief of PI Policy and Program Division for further joint PIP-project and MOED work 
on the PIP Call Circular. 

• Janusz Syzmer suggested to involve the SST A in cost-benefit analysis and strengthening of 
public investment legislation and regulations acts and it was welcomed by Deputy Minister. 

• Sevinj Hasanova also informed about the structural changes taking place in Scientific
research institute ofreforms (SRIR) (former CER) and welcome the initiative of PIP-project to 
strengthening the research capacity of the SRIR in macro forecasting, public investment policy 
and programming, cost-benefit analysis, shadow prices and other related issues. 

Decided: 
• To have regular meetings on Saturday at 15.00 in the office of MOED to discuss the various 

issues related to project activities and progress on them. 



Meeting Notes 

Date: 

Meeting with: 

January 31, 2007 

Mr.Natiq Pashayev, Public Investment Division, Ministry of Economic 
Development (MOED) 

PIPP participated: Ms.Nigar Ismaylova, Fiscal and Sector Expert-Economist 

Topics covered: 

1. Problems faced by line ministries in the completion of the 2007-2010 PIP Call Circular 
2. Changes and improvements of the 2008 -11 PIP Call Circular 

Observations: 

• Mr.Natiq Pashayev mentioned that last year experience showed that there were the difficulties in 
completion and delay in presenting of2007-10 PIP Call Circular by line ministries 

• He confirmed that the MOED is going to issue the 2008-11 PIP Call Circular by the end of 
February 2007 and set the deadline for submission the response as of April 20, 2007. 

• Mr.Natiq Pashayev suggests to introduce some changes to the 2008 -11 PIP Call Circular. He 
supports the view that the integrity of the process should be kept, but the information requests 
from the budget organizations are to be simplified and targeted. As well as the language and 
style of the document should be reviewed. 

• We agreed that the instructions booklet that explains each Form and how to fill each line should 
be introduced and appended to the Call Circular. 

• The Call Circular may have to have at least 2 versions: one for line ministries/agencies and one 
for region/city/local executive organs (a simpler version which considers characteristics of local 
investment projects). 

• The Call Circular responses should be in electronic format, this would primarily help the 
MOED/PIP staff to process the documents. 

• The Form 2.5 should request more detailed descriptive data on the projects status and existing 
problems and proposals. 

• Mr. Pashayev supports the idea that PIPP and MOED staffs jointly conduct on the job-training 
for the line ministries to fill the 2008-11 PIP Call Circular, if needed. 
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LEARNING ABOUT OUR EXPERIENCE 

Share with the group: 

• Teaching or training background 

• Expectations you have for this course 

2 
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\~J FRoMrHEAMERlcANPi:oPLE Pohcy Project 

GETTING STARTED ACTIVITY 

Help participants make the transition from their daily routine 
and behaviors into a positive learning environment 

Provide us an opportunity to get to know one another better 

Begin the process of reflecting upon and discussing the 
themes of the training program 

Reinforce the participatory methods to be used in the 
program 

Provide a chance to be creative and have fun while learning 

fi,USAID I Public Investment 
1,~~ FROMTHEAMER1cANPEOPLE Policy Project 

INDIVIDUAL TASK 

• Think about your role delivering effective 
training or in your experiences teaching: 
- What has helped you generate participation? 

- What are the biggest challenges you have had? 

• Make notes in your Participant Manual? 

• Be ready to share your responses 

• You have 5 minutes 

3 

4 



.f~%USAID I,~, ....,S•-J).! 
~~.W FROM THE AMERICAN PEOPLE :'.~"!: .•!f!SY 

OBJECTIVES 

Public Investment 
Policy Project 

At the end of the session, participants will be in capacity to: 

• Describe the 8 design components of an Experiential 
Learning Cycle. 

• Define and discuss ways to use facilitation skills to: 

Conduct effective interactive meeting s and sessions, 

Elicit participation when delivering interactive 
presentations/lecturettes; 

Generate interaction among participants; 

Guide learners through an experiential session. 

Public Investment 
Policy Project 

AGENDA 

Day 1 Day2 

• Welcome & Getting Started • Practice 4 Groups 
• Course Objectives, Schedule • Feedback and learning from 

& Guidelines practice 
• 8 Design Components of an • Application Planning 

Experiential session • Evaluation 
• Applying the 8 components of • Closing 

an Experiential Module to a 
training session 

• Facilitation Skills 
• Practice Preparation 

5 
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GUIDELINES FOR WORKING TOGETHER 

• Identify behaviors for working together that 
you would like this group to adopt to make 
this an effective learning experience for you 
and others. 

• Take one minute to reflect individually 

• Be prepared to share your thoughts in plenary 
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ADULT LEARNING IS BEST WHEN ... 

• Makes explicit links between real world and content. 

• Is participatory - provides opportunities to share or 
contribute ideas. 

• Includes practice in the use of skills or of frameworks. 

• Integrates and makes links between sessions/topics. 

• Uses a mix of methodologies. 

• Matches method to content in ways appropriate for the 
learning you are trying to achieve. 
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ADULT LEARNING IS BEST WHEN ... 

• Challenges participants to be analytical. 

• Helps participants identify the 
relevance/importance/applicability to their work. 

• Balances individual and group context for learning. 

• Supports theoretical frameworks with concrete 
examples. 

• Provides materials/resources that eliminate obstacles 
to learning. 

• Incorporates ways to build on adults current 
experience 9 

(~ USAI D I Pu~lic lnv7stment 
'\\~i~ FR0MrHEAMm1cANPEOPLE Pohcy ProJect 

THE 8 DESIGN COMPONENTS 

• Set Learning Climate 

• Clarify Objectives 

• Interactive Presentation to set the session 
framework/rationale 

• Provide an experience 

• Process the experience 

• Generalize 

• Apply 

• Close 

10 
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SET LEARNING CLIMATE 

• Stimulate interest 

• Get people thinking about the topic 

• Why this topic? 

• Get people doing something and reacting 

• Put people at ease, break the ice 

• Ask questions about the topic 

• Link this piece to other pieces 

f~'USAID I Public Investment ~· ~= );) . . 'T'J FROMTHEAMe11.1CANPeoPLe Pohcy Project 

CLARIFY OBJECTIVES 

• State the purpose and objectives 
- Use the measurable language of what 

participants will be able to do or know 

• Make the topic relevant to the needs 
assessment 

• Allow clarification as needed 

11 
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INTERACTIVE PRESENTATION 
SET THE SESSION FRAMEWORK/RATIONALE 

• Introduce the topic 

• Set up any overall 'framework needed for 
understanding 

• Provide examples that help the participant enter 
into the topic 

• Pose a few key questions (that may or may not 
be answered) 

/;;-~f!'i~!~ 

(-~, U SAi D I Public Investment 
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FR.OMTHEAMER.lcANPEOPLE Policy Project 

PROVIDE AN EXPERIENCE 

• Range of possible: 
- Case study 
- Exercise 
- Guided reading 
- Group task to analyze, discuss and recommend 
- Dramatization 
- Outdoor exercise 
- Pair task 
- Individual task 
- Lecturette 
- Drawing 
- Game 

13 
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PROCESS THE TASK 

• Key, open-ended questions 

- VVhathappened? 

- Present your group's finding and discuss 

- Share reactions 

- VVhy do you believe that? 

- Tell us more about your insights 

. G.: ~.~~ USAI D I Public Investment ~ ~"'~ :";) 
\~J FRoMTHEAMERrcANPEOPLE Policy Project 

GENERALIZE 

• Ask key questions related to pulling ideas 
together: 

15 

- What, therefore, is important about this that you want 
to remember? 

- What do we all hold in common about this? 

- What are all the groups saying 

- What can we conclude about this? 

- What is the most important thing about. .. ? 

- What would you tell others in conclusion? 
- What did you learn 1s 
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APPLY 
• Considers how one might use what they have 

learned in the future, or on the job 

• Therefore, when I return to the job I will 
remember to do the following ..... 

• Make some notes for yourself about how you 
will use this in the future- tell your neighbor, 
let's have one example 17 

ff~~~USAID I Public Investment 
~ I~' • • \~ ti FROM THE AMERICAN PEOPLE Polley Pro1ect 

CLOSURE 

• Briefly summarize what we have done 

• Link back to the overall objectives ... We 
intended to ...... . 

• Link forward to the next session ... We will build 
upon this by .... 

• Thanks for your hard work and participation 
(bring a sense of ending and closure) 

18 
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APPL YING THE 8 COMPONENTS IN A 20 
MIN. TRAINING SESSION 

• You will have a chance to design a 20-minutes 
mini-training session. This is the 'first preparation 
part. 

• Pair with a person 

• Select the topic for the 20 min. session 

• Spend 15 minutes applying the 8 components to 
the topic 

• Follow page 8 in the manual with guidance 19 
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FROMTHEAMERICANPEOPLE Policy Project 

YOUR DESIGN SHOULD PROBABLY 
FOLLOW THIS SEQUENCE 

• Climate Setter 2 min 

• Presentation 5 min 

• Small Group Task 7 min 

• Processing 3 min 

• Generalizing 2 min 

• Application/Closure 1 min 

20 



(_0.-..!''ii~ 

{(~t~ U SAi D Pu~lic lnv~stment 
\~; FROHTHEAHERICANPEOPLE Pohcy ProJect 

FACILITATION SKILLS 

• Facilitation skills are tools for communicating 
information and for helping it flow. They are 
the glue that holds the module together 

• Make or break a module (style, process) 

• Key to involvement/participation 

• Keep you from being in the "lecture11 mode 

21 

Expand Communication 

Focus Co........ 1 
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KEY COMMUNICATION SKILLS 

• Asking Questions 

• Paraphrasing 

• Summarizing 

• Encouraging 

ff~)USAID I Public Investment 
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ASKING QUESTIONS 

• Open-ended: cause elaboration, elicit 
information 

- who, where, why, what 

• Close-ended: cause short, one word 
answers, i.e. yes/no. 

• Clarifying questions 
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- Do you mean ... or are you saying that ... 

24 
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QUESTION ASKING 

Practice 

• You are explaining to participants why is 
important to identify main stakeholder groups 
during project preparation and appraisal. 

• 60 seconds: Write as much open questions 
as you can in 60 seconds, questions you 
could ask the group. 

{~~~l USAI D I Public Investment 
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PARAPHRASING 
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• Repeating in your own words what you 
understand the other person is saying. Listen 
very intently to what the other person is saying. 

- In other words ... 

- Sounds as if you are upset ... frustrated .. 

- If I understand you correctly, you are saying .. 
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SUMMARIZING 

• Identify and summarize key points of the 
conversation at appropriate times to pull 
important ideas or facts together and make 
a transition. 
- Let's summarize for a moment ... 

I think we have some agreement on this 
issue .. 

- What we have said is ... 

(~\ U SAi D I Pu~lic lnv':stment 'T'J FROMTHEAMERICANPEOPLE Polley Project 

ENCOURAGING 

• Use verbal and non-verbal language to 
encourage an open climate for discussion. 
- Eye contact, interested facial expressions, 

open body language, head nodding ... 
- Small phrases like, "Go on .. " "Really ... " 

"that's good ... " 

- saying 'uh-huh' 

27 
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INTERACTIVE PRESENTATIONS 

• Way to keep away from lectures 

• Make adults participate 

• Deliver concrete content 

• Way to incorporate participants own 
experiences 

Public Investment 
Policy Project 

SOME THINGS TO DO TO CONDUCT 
INTERACTIVE PRESENTATIONS 

• Pose questions to the group. 
• Create discussion points 
• Give problems to solve. 

29 

• Occasionally give participants short (one, two or three 
pages) content pieces to read and then discuss it. 

• Have participants turn to the person they are sitting 
next to and think through a problem or an issue. Then 
ask for several responses. 

• Ask the participants questions, draw points out of 
them. 

30 
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PREPARATION FOR PRACTICE 

• You will be working with your co-trainer 

• You both will be training a 20-minute module of the 
training piece you selected. 

• You will be getting feedback from the trainer and 
colleagues on your performance 

• You will be videotaped 

• We will be looking at your use of your facilitation skills. 

• We will start at 9:00 a.m. tomorrow 

31 
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AGENDA TODAY 

• Practice 

• Feedback 

• Generalizations 

• Application Planning 

• Evaluation 

• Closing 
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USE OF FEEDBACK 

• What is feedback? 

• Why do we give it? 

• Why do we receive it? 
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DEFINING FEEDBACK 

• Feedback is giving and receiving information 
about performance/behavior that helps the 
receiver continue successful behavior and 
correct behavior that needs to improve 

• Corrective and Reinforcing 

(~' USAI D I Public Investment 
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WHEN IS FEEDBACK MOST USEFUL? 

• Specific examples are provided 

• Describes rather than judges 

• Direct and to the point 

• Observes something the person can control 
or change 

• Given at the right time- can be heard 

35 
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PRACTICE GROUP 1 
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FEEDBACK/ PROCESS 

Individually, take 2 minutes to respond: 

• What did presenters did well? 

• What can they improve? 

• How was the co-training process? 
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DEBRIEFING 

In your training teams: 

• What did happen in this practice? 

• What did you learn about facilitation skills? 

• What did you learn about co-training 

• Be prepared to share with the other group 

39 
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GEN ERA LIZA TIONS 

• What is the key learning you have had about 
what it takes to design and deliver a training 
presentation? 

40 
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APPLICATION PLANNING 

• Complete the Planning for Application on 
your workbook 

41 
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COURSE EVALUATION 

• Please fill Ol.Jt the written evaluation forms 

• We value the feedback 

42 
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FACILITATION SKILLS TRAINING 

COURSE OBJECTIVES 

General Objective of the Course: 

Provide some training design and delivery skills to ERSRI staff to enhance their capacity to 
deliver economic training. 

Specific Objectives: 

At the end of the session, participants will be in capacity to: 

1. Describe the 8 design components of an Experiential Learning Cycle. 
2. Define and discuss ways to use facilitation skills to: 

• Conduct effective interactive meetings and sessions, 
• Elicit participation when delivering interactive presentations/lecturettes, 
• Generate interaction among participants, 
• Guide learners through an experiential session. 
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FACILITATIONS SKILLS TRAINING AGENDA 

January 24 January 25 

9:00 to 1 :00 p.m. 9:00 to 1 :00 p.m .. 

Welcome & Getting Started I Practice 

Course Objectives, Schedule & Guidelines I Feedback and learning from practice 

8 Design Components of an Experiential session I Application Planning 

Applying the 8 components of an Experiential Module to a I Evaluation 
training session 

Closing 
Facilitation Skills 

Practice Preparation 
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GETTING STARTED ACTIVITY 

Help participants make the transition from their daily routine and behaviors into a 
positive learning environment 

Provide us an opportunity to get to know one another better 

Begin the process of reflecting upon and discussing the themes of the training program 

Reinforce the participatory methods to be used in the program 

Provide a chance to be creative and have fun while learning 

Individual Task: 

Think about your role delivering effective training or in your experiences teaching: 

What has helped you generate participation? 

What are the biggest challenges you have had? 
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EFFECTIVE ADULT LEARNING 

• Makes explicit links between real world and content. 

• Is participatory - provides opportunities to share or contribute ideas. 

• Includes practice in the use of skills or of frameworks. 

• Integrates and makes links between sessions/topics. 

• Uses a mix of methodologies. 

• Matches method to content in ways appropriate for the learning you are trying to achieve. 

• Challenges participants to be analytical. 

• Helps participants identify the relevance/importance/applicability to their work. 

• Balances individual and group context for learning. 

• Supports theoretical frameworks with concrete examples. 

• Provides materials/resources that eliminate obstacles to learning. 
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DESIGN COMPONENTS OF AN EXPERIENTIAL SESSION 

1. Climate Setting 

Stimulates interest, curiosity, induces participants to begin thinking about the subject at 
hand. Provides a basis for the presentation of session objectives by drawing out 
reasons for the need to explore the subject and how it will be useful to them. It also 
produces valuable data about the participants' experiences or viewpoints on a given 
subject, generating examples to which the trainer can refer during the rest of the 
session: 

• Greet people as appropriate, putting people at ease. 

• Ask questions related to the subject, and particularly to participants' experiences 
related to the subject. 

• Link this training session to previous ones and place it into the overall framework of 
the workshop. 

2. Objective Clarification 

Presents to the participants statements that describe the intent, aim or purpose of the 
training activity. "Sells" the session to participants by linking to points discussed in the 
climate setting activity and in pre-course needs assessment conversations so that they 
see the relevance to their work or other real-life situation. Provides opportunity for 
participants to seek clarity on objectives, add additional issues or raise concerns: 

• Write legibly, explain clearly with a rationale, and keep in view during the entire 
session. 

• State in the objectives what the learner will be able to do or say using action verbs 
and make sure they are measurable, realistic and time-bound. 

3. Interactive Presentation 

Provides a framework, either a theory or a model, which becomes a basis for the 
experience that follows: 

• Make a short, concise presentation centered around a few key points using 
examples to which participants can relate, ending with a summary. 

• Pose questions to the group. 

• Supplement the presentation with visual aids and handouts. 

4. Experience 
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Provides opportunities for participants to "experience" a situation that simulates a real 
life situation. It is aligned with the objectives of the training session and usually builds on 
the interactive presentation. This "experience" becomes the data producing event from 
which participants can extract and analyze as they complete the learning cycle: 

• Use "experiences" such as case study, critical incident, skit/drama, role play, skill 
practice, demonstration, small group task, team challenge, site/field visit, exercise, 
simulation, paper and pencil instrument, etc. 

• Structure the experience with a road map that follows an appropriate delivery 
sequence. 

• Give clear task instructions, related to the objectives of the session, which will guide 
the processing phase. 

5. Processing 

Causes participants to reflect on the experience, to think critically about it, and to share 
their reactions in a structured way with the whole group. It usually starts by looking at 
the task given for the experience, focusing on the content, the result. Then it continues 
with the comparing and contrasting of different approaches or ideas, guided by carefully 
prepared questions. It is also a time to help participants explore what happened when 
they tried to do the task, what was easy, difficult, and why. Finally it is also an 
opportunity to challenge participants to think about other ways they might have 
approached the task, and what the impact might have been on the result: 

• Structure a report out discussion that focuses on the content. 

• Lead a discussion in which the experience is analyzed and reflected on thoughtfully 
by the group. 

• Help people share their individual experiences and reactions to the experience on an 
affective level. 

• Challenge people to think of alternative approaches or results. 

• Make a transition away from the experience so that participants are ready to 
generalize. 
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6. Generalizing 

Extracts conclusions and generalizations derived from or stimulated by the previous phases 
of the cycle, linked to the objectives of the session. Helps participants step back from the 
experience and discussion, identifying patterns related to everyday life or to a theoretical 
construct. 

• Ask open-ended questions that help participants think critically in order to draw 
generalizable conclusions. 

• Help individuals summarize what they learned into concise statements. 

• "Push back" to help make their thinking more rigorous. 

• Record responses both to generate further discussion and to give people material they 
can use in application planning. 

7. Applying 

Draws upon insights and conclusions they have reached during the previous phases to 
incorporate into their lives for more effective behavior in the future: 

• Ask questions that encourage participants to place themselves in their everyday life 
situations and identify what they will do better/differently as a result of what they have 
learned. 

• Help people establish a time line for their application plan and identify people who can 
help support and monitor their progress. 

8. Closure 

Briefly summarizes the events of the training session. Links back to objectives and seeks to 
determine if they have been met. Wraps up training session and gives a sense of 
completion. Links session to rest of program especially upcoming sessions: 

• Summarize the main points and learning of the session. 

• Review the objectives. 

• Conclude, or provide a bridge to the next session. 
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EXAMPLES OF PROCESSING QUESTIONS: 

• What are your observations about ? 

• Where did you have difficulties? 

• What surprised you? 

• What worked? 

• What strategies were used? 

• What were turning points? 

• How does what you said relate to ... or differ from ... ? 

• What would have been a different way of looking at ? 

• What are some similarities that you notice in what people have said? 

• What were your reactions? 

• How did you feel about? 

SOME SAMPLE GENERALIZATION QUESTIONS 

• What have you learned about...? 

• What conclusions about ____ can we draw from this? 

• What general advice could we give about _____ ? 

• What principles can we develop from this? 
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• What are some significant points to remember from this section of the course On 
? -----

• From this session, the readings and the discussions we have had all week, what insights 
do you now have about ? 

• If you were to synthesize all that we have been addressing in this unit, what would you 
say are the two most important conclusions you have reached about 

? ----

• 

• 

SOME SAMPLE APPLICATION QUESTIONS 

How can you apply _____ ? 

How can you use _____ ? 

• As a result of our work on -----· what will/can you now do differently when 
you return to your job? 

• Identify at least three "ways" that you will/can become more effective at ____ ? 

• What do you still need to work on during the rest of the course? 

• What are some ways that you can change your approach at work? 

Choose two things you will work on when you return to your job ... identify how you will 
undertake these activities ... how you will know if you are being successful at them (in 
whatever ways you are currently defining success). 

11 



PUTTING THE 8 COMPONENTS IN A 20 MIN. SESSION 

You will have a chance to apply these skills designing a 20 minutes mini-training session for 
tomorrow. This is the first stage of preparation, you have 15 minutes: 

Topic selected for the mini-training session? 

I am co-training with: 

The Eight Stages of this mini-training session are: 

1. Set Learning Climate: 

2. Clarify Objectives: 

3. Interactive Presentation to set the session framework/rationale: 

4. Provide an experience: 

12 



5. Process the experience: 

6. Generalize: 

7. Apply: 

8. Close 

13 



FACILITATION SKILLS FOR TRAINERS 1 

By James A. Mccaffery 

Introduction 

Facilitation skills are important for everyone, but are especially critical for trainers. 
Communication may appear to be simple, but it is one of the more complex things that human 
beings do. Many things can go wrong in this process. For example, we may send a message 
that we think is clear, while the person receiving it may not understand it in the way it was 
intended. Sometimes we have things on our mind, we are distracted and do not "hear" or listen 
very carefully. 

Although the range of communication activities and the skills involved encompass most of 
human interchange, there are four very important facilitation skills that a trainer can learn or 
enhance in a relatively short time: question asking, summarizing, paraphrasing and 
encouraging. With continued practice one may become very adept in their use. 

Question Asking 

Question asking is a critical trainer skill. Questions can be asked in two ways D as closed 
questions and as open-ended questions. 

Closed Questions 

Closed questions generally result in yes/no or other one-word answers. They should only be 
used when you want precise, short answers. Otherwise, they inhibit discussion. The closed 
question can be answered with one word. 

Example: 
Trainer: 
Participant: 

Do you think that recommendation will work? 
No. 

Open-ended Questions 

The open-ended question requires elaboration. "Tell me what you liked about that 
recommendation" seeks information. "How? What? Why?" are words that begin open-ended 
questions. 

Trainer: 
Participant: 

Trainer: 
Participant: 

What did you like about that recommendation? 
I think it is a good strategy for resolving the issue, one that can 
be Implemented without expending a lot of resources. 

What kinds of goals did the group set? 
They set a wide range of goals. The first was ... 

1 Copyright 1988 by Training Resources Group, Inc. All rights reserved. Reproduction by any means 
is prohibited without written permission of the author. Revised June 1997. 
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Summarizing 

The purpose of summarizing is to: 

• Pull important ideas, facts, or data together. 

• Establish a basis for further discussion or to make a transition. 

• Review progress. 

• Check for clarity; check for agreement. 

By using summarizing in a conversation, you can encourage people to be more reflective 
about their positions as they listen for accuracy and emphasis. 

Summarizing requires you to listen carefully, in order to organize and present information 
systematically. Summarized information ensures that everyone in the discussion is clear 
about what transpired in the just-completed portion of the discussion. 

For example, a trainer may summarize to ensure that participants remember what has 
been said or to emphasize key points made during a group discussion. In these 
instances summarizing is very useful. Some starter phrases to help you begin a 
summary are: 

• There seem to be some key ideas expressed here ... 

• If I understand you, you feel this way about the situation ... 

• I think we agree on this decision. What we are saying is that we intend to .... 

A real value of summarizing is that it gives you the opportunity to check for agreement. 
If people do not agree, it is better for you to know during the discussion than to find out 
later when a task is not completed or a deadline is missed. One of the most common 
complaints is that some participants think an agreement has been reached; yet things 
do not occur as planned afterwards. In many instances, that is because there was not 
really c:1greement during the discussion. 

As an example of summarizing, assume that someone named Joan has talked for 3 or 4 
minutes, and you summarize as follows: 

Let me see if I have it straight, Joan. First, you say the work is boring, not carefully 
scheduled, and finally, you are concerned about the number of hours people are 
expected to work, correct? 

As another example, the discussion has gone on for several minutes and you summarize 
as follows: 
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In talking about this issue, we have come up with three main points . .. 

In summary, this communication skill is a deliberate effort on the part of a trainer to pull 
together the main points made by the person or persons involved in the discussion. 

Paraphrasing 

Paraphrasing is simply restating what the other person has said in your own words. The 
prefix para means along side, as in the word parallel. 

The process of paraphrasing is very much like catching a ball and throwing one back; 
except the ball you throw back is your own and perhaps a bit different from the original 
ball. Nonetheless, it is still a ball. You can throw back the other person's ideas by using 
such beginning phrases as: 

You are saying .. . 

In other words .. . 

I gather that... 

If I understood what you are saying ... 

The best way to paraphrase is to listen very intently to what the other is saying. If, while 
the other person is talking, we worry about what we are going to say next or are making 
mental evaluations and critical comments, we are not likely to hear enough of the 
message to paraphrase it accurately. 

It is helpful to paraphrase fairly often, so that you develop a habit of doing so. You can even 
interrupt to do so, since people generally don't mind interruptions that communicate 
understanding. For example, "Pardon my interruption, but let me see if I understand what you 
are saying ... " 

Example: 
Participant: It seems the basic problem is that some of the people don't know how to use 

the management information system, 
Trainer: In other vyords, you see the problem as lack of know-how. 

Another example: 
Participant: I think the most imporlant thing is to tell the staff member clearly and directly 

how he is contributing to the problem. 
Trainer: So you are saying it's imporlant to tell the staff member directly what kind 

of impact he is having on the problem. 

Encouraging 

In order for the above facilitation skills to be successful they need to be supported by a number 
of other encouraging facilitation skills, some verbal, some non-verbal. The trainer, through facial 
expressions, body language, and comments, encourages the speaker to say more about the 
situation. Examples are: 

• Nodding one's head. 
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• Picking up on the last word or two of someone else's sentence. 

• Repeating a sentence, or part of a sentence. 

• Asking someone to say more about that. 

• Saying: "That's good -- who else has something to add?" 

• Maintaining eye contact, open body position. 

• Saying "Uh huh." 
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SUGGESTED OPEN-ENDED QUES1"10NS - CLARIFYING AND 
EXPLORING 

1. Background 
• What led up to ? 
• What have you tried so far? 
• How did it happen? 
• What do you make of it all? 

2. Identification of Problems 
What seems to be the trouble? • 

• 
• 

• 

What seems to be the main obstacle? 
What worries you the most about 

? 
What do you consider the most 
troublesome part? 

3. Example 
• What examples can you give us? 
• For instance? 
• Like what? 
• What is an illustration you can give us? 

4. Description 
• What was it like? 
• Tell me about it. 
• Whathappened? 
• How might you describe it in your own 

words? 

5. Appraisal 
• How do you feel about it? 
• How does it look to you? 
• What do you make of it all? 
• What do you think is best? 

6. Clarification 
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• What if this doesn't make sense to 
you? 

• What seems to confuse you? 

• What do you mean by ? 

• What do you make of it all? 

7. Alternatives 
• What are the possibilities? 
• If you had your choice what would you 

do? 
• What are the possible solutions? 
• What if you do and what if you don't? 

8. Exploration 
• How about going into that a little 

deeper? 
• What are other angles you can think 

of? 

9. Extension 
• What more can you tell me about it? 
• Anything else? 
• What more you would like to discuss? 
• What other ideas do you have about it? 

10. Planning 
• How could you improve the situation? 
• What do you plan to do about it? 
• What could you do in a case like this? 
• What plans will you need to make? 

11. 

• 

• 
• 
• 

Predictions and Outcomes 
How do you suppose it will all work 
out? 
Where will this lead? 
What if you do - or what if you don't? 
What are the chances of success? 



12. Reasons 

• Why do you suppose you feel this way? 

• How do you account for this? 

• What reasons have you come up with? 

• What is the logical solution to this? 

13. Failures, Preparation for 

• What if it doesn't work out the way you 
wish? 

• What if that doesn't work? 

• And if that fails, what will you do? 

• What are some alternatives? 

14. Relation 

• How does this fit in with your plans? 

• How does this affect your work? 

• How does this stack up with your 
picture of yourself? 

• How do the two plans relate? 

15. Evaluation 

• In what way? 

• How is this for you? 

• According to your own standards, how 
does it look? 

• How would you evaluate all of this? 
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PRESENTING CONTENT INTERACTIVELY 
MAKING INTERACTIVE PRESENTATIONS 

Adults prefer short, concise presentations when acquiring new information or when learning a 
new theory or framework. Their prime listening time ranges from 10 to 20 minutes; therefore it 
is best to make the most out of that period of time, and that does not mean dumping as much 
information as possible in a few minutes. It means making a careful selection of what will truly 
add value from the learner's perspective and distilling the essence from the material in order to 
generate the greatest possible impact. 

Adults have a need to interact quickly with new material in order to relate what they are learning 
to their life experiences; therefore, they appreciate the opportunity to respond to questions that 
help them draw on their experience. Furthermore, adults benefit greatly from listening to the 
responses of their fellow learners. They also want to hear examples to which they can relate, 
that help them make comparisons with their own situation and to begin visualizing and 
internalizing the material. In order to absorb and retain information, adults need to see the 
material summarized in a way that is clear, simple, brief, and attractively presented. 

These needs present challenges to trainers, who are often confronted with the pressure of 
conveying a large amount of information in a short period of time. There always seems to be 
too much and the decisions are not easy about what to present and how. 

What you need to think about as you prepare your presentation 

1. Determine how the presentation fits with overall session objectives: 

• Why the presentation is important to this group of participants. 
• How it builds toward the experiential activity that follows. 
• The learners level and experience with the subject matter. 

2. Organize the content and structure the presentation: 

• Identify the key points of the presentation. 
• Decide what visual aids you plan to use and how to present them. 
• Devise a plan for starting the presentation. 
• Choose examples that will enrich the content. 
• Prepare questions to ask participants. 
• Anticipate questions or issues participants may raise. 
• Plan how you will conclude and make a transition to the next part of the session. 
• Practice and check the timing to make sure the presentation is not too long. 
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What you need to think about during your presentation 

• Make sure everyone can hear you and see you - show your interest in the material by 
varying your voice tone and using open gestures. 

• Monitor how much you are talking and how much time you are giving the participants to 
interact. 

• Use all of the facilitation skills including asking questions, paraphrasing, summarizing, and 
encouraging. 

• Keep track of your visual aids and keep the principal ones accessible and visible throughout 
the presentation. 

• Pace yourself so that the presentation does not use up the time you want to devote to the 
experiential activity that follows. 

Some techniques for making your presentations more interactive 

1. Pose questions to the group. Facilitate the group to answer the question rather than 
answering it yourself. 

2. Create discussion points in your presentation. Pick something that is an important 
learning point; ask the group their opinion. Get part of the group to analyze it from one 
direction and another part of the group from the opposite. Facilitate participants as they 
present their views to one another. You can then give your opinion. 

3. Give problems to solve. Have the participants work out the problem individually. Then 
ask for answers. Take several. Add your input to theirs. 

4. Occasionally give participants short (one, two or three pages) content pieces to read and 
then discuss it. 

5. Have participants turn to the person they are sitting next to and think through a problem 
or an issue. Then ask for several responses. Add your input to theirs. 

6. Ask the participants questions, draw points out of them. Let this make up the basic 
content of your presentation. 

PREPARATION FOR PRACTICE 

You will continue working with your co-trainers 
• You will be doing a mini-training session of 20 minutes 

You will need to adjust your content based on the time you have 

Your design should probably follow this sequence 

Climate Setter 2 min 
• Presentation 5min 

Small Group Task 7 min 
• Processing 3min 

Generalizing 2 min 
• Application/Closure 1 min 
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PREPARATION TASK 

• With your co-trainer continue preparing your mini-training session. 
Make sure you are both clear on the key points you want to make. 
Create a 20-minute mini-design of a topic of your choice. 
Using the guidelines for co-training, divide up the module equally between the co
trainers to prepare for delivery. 
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CO-TRAINING/FACILITATION, TEAM TEACHING ... 

WHAT IS IT?2 

Co-training is where two or more (usually two} trainers work together to design and conduct a 
training session; however, it is much more involved than taking turns. It is two trainers who are 
merging their skills, expertise and experience to design, plan, and conduct a training session or 
program jointly, allowing the synergistic effect to contribute to a better product than either would 
have done alone. 

The two trainers work collaboratively to design the training session. combining the thoughts of 
both to determine what they want this session to accomplish and what would be the best 
methods to use. Once the design is prepared, the trainers then plan who takes the lead for 
delivering which parts of the session. 

Taking lead responsibility means that one trainer has responsibility for leading the group 
through that particular part of the session. While one trainer carries lead responsibility, the 
co-trainer supports the lead trainer in many of the following ways: 

• adding relevant points to augment discussion; 
• stepping in to clarify points; 
• asking probing questions the lead trainer might have overlooked; 
• monitoring small group tasks; 
• writing participant contributions on flipchart; 
• helping respond to participant needs or requests; 
• listening for points to which he/she can refer later when in lead trainer role; 
• preparing for a smooth transition from one trainer to the next. 

Typically, lead responsibility would shift from trainer to trainer during the course of a workshop. 
This is a good way to establish with the group the co-equal status of the two trainers. 

When two trainers work well together, the interchange of roles and the timing and pacing of their 
interventions happens in a way that is fluid and almost unnoticed by participants. 

2 
Copyright 1995. All rights reserved. Adapted from McCaffery, J. and Gormley, W. "Guide to Co-Training". 1988: Training Resources Group. 

Alexandria, VA 
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A CO-TRAINERS' GUIDE 

Preparing 

1. Discuss and share any knowledge or expectations you have about the participant group. 

2. Discuss who will take lead responsibility for delivering particular pieces of the workshop. 

3. Decide where the co-trainer will be when the lead trainer is up-front. 

4. Agree on ways you can intervene if time is getting tight. 

5. Decide how you will handle the following as a team ... 

(a) over-talkative participants 

(b) late-comers 

(c) times when one trainer misses an instruction or makes a design error 

(d) silent participant 

(e) "housekeeping" problems 

(f) co-trainer interventions (i.e., when lead trainer is up front and co-trainer intervenes) 

(g) design problems that crop up during a session 

(h) disagreements between trainers in front of group 

(i) the amount of time you expect to spend each evening preparing for the next day. 

6. Identify any specific items around which you would like feedback from your co-trainer 

24 



PRESENTATIONS FEEDBACK 

Individually, take 2 minutes to respond: 

• What did presenters did well? 

• What can they improve? 

• How was the co-training process? 

25 
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PRESENTATIONS FEEDBACK 

Individually, take 2 minutes to respond: 

• What did presenters did well? 

• What can they improve? 
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APPLICATION PLANNING 

1. What are the most important skills you learned during these two days? 

2. What skills do you see yourself incorporating in your current job? And, what is one thing 
that will help you applying at least one of these skills in your job tomorrow? 

28 



Facilitation Skills Training Participants 
January 24 - 25, 2007 

General Objective of the Course: 

Provide some training design and delivery skills to ERSRI staff to enhance their capacity to 
deliver PIPP training. 

Specific Objectives: 

At the end of the sesslon1 participants will be in capacity to: 

1. Describe the eight design components of an Experiential Learning Cycle. 
2. Define and discuss ways to use facilitation skills to: 

• Conduct effective interactive meeting s and sessions, 
• Elicit participation when delivering Interactive presentations/lecturettes, 
• Generate interaction among participants, 
• Guide learners through an experiential session. 

Agenda: 
• Training Introductory Activities: welcome1 getting started 1 objectives, and 

agenda. 
• Applying the eight components of an Experiential Module to a training session 
• Facilitation Skills 
• Practice 
• Feedback and learning from practice 
• Conclusions 
• Evaluation 
• Closing 

Participants: 

From CER: 
1. Agll Asadov 
2. Ilkin Mecidov 
3. Jahandar Gadlrov 
4. Elshan Mahmoudo" 
5. Zaur Veliyu 

From PIP Project: 
6. Nlgyar Ismailava 
7. Ramil Maharramov 



'List of Participants for the Nonvegian Trip 

N Name Position Agency Contacts 
o. 
1. Nigar Leading expert, Advisory Presidential 492- 66-08 

Chaybasarskaya Service on Economic Office (050) 323 89 83 
Issues 

2. Vahid Husseynov Senior Advisor Cabinet of 492-56-45 
Department for Ministers (050) 323 30 50 
Coordination of 
Government Guaranteed 
Loans, Technical 
Assistance and Grants 

3. Khagani Director of Monetary National Bank 598 4166 
Abdullayev Policy Department of Azerbaijan (050) 399 44 84 

4. Sevini Hassariova Deputy Minister IMOED 492-58-94 
5. Shahin Sadygov Head of Department for MOED 492-84-25 

Economic Planning and (050) 318 98 95 
Forecast 

6 .. Mushfiq .. Deputy to Department State Oil Fund 498 77 53 (137) 
Bayramov Head for Budget (050) 664 36 15 

Forecasting 
7. Maha bat Head of Department for Ministry of 431-94-37 

Mammedov Supervision over Industry and 430 16 69 
implementation of Energy (050) 212 82 11 
Budget and Foreign 
Funded Pro.i ects. 

8. Ilham Guli yev Deputy Minister Ministry of I ~g~~98-24 
Agriculture ) 220 29 25 

9. Rafiq Aslanov Deputy Minister Committee of 493 34 44 
Irrigation and (050) 215 81 28 
Water Supply 

IO Sabira Training Coordinator PIP-Project 498 83 37 
Shihaliyeva (050) 336 15 38 

11 Janusz Szyrmer Chief of Party PIP-Project 498 83 37 
(050) 548 07 91 



Program 
(revised version 13.04.2007 based on how it actually was) 

Effective Economic Planning and Public Expenditure Management 
Study Tour Oslo, Norway 25 March - 1 April 2007 

Sunday 
25March Afternoon Arrival Oslo 

Monday 
26March Ministry of Finance 

0900-1200 Welcome and introduction 
Mr Arent Skjceveland, Deputy Director General, Economic Policy Department 

The Importance of the Petroleum Sector in Azerbaijan, Economic Planning and 
Public Expenditure Management (by the visiting delegation) 
Ms Svinj Hasanova, Deputy Minister, Ministry of Economic Development 

Government take - taxes and other revenues from oil activity 
"' Ms Ingrid Rasmussen, Deputy Director General 

Presentation- Govern take - taxes & other revenues from oil_ Ingrid 
Rasmussen 

Fisca] policy guidelines, resource curse and expenditure management 
Mr Per Mathis Kongsrud, Deputy Director General 
Presentation- Fiscal policy guidelines_ Mathis Kongsrud 

1200-1330 Lunch hosted by Mr Roger Schjerva, State Secretary (Deputy Minister) 

1330-1730 Fiscal policy guidelines, resource curse and expenditure management (cont.) 
.. Mr Per Mathis Kongsrud, Deputy Director General 

Presentation- Fiscal policy guidelines_ Mathis Kongsrud 

Monetary policy guidelines in an oil producing country 
Mr Yngvar Tveit, Deputy Director General 
Presentation- Monetary policy guidelines_ Yngvar Tveit 

The budget process in Norway 
Mr Espen Aasen, Deputy Director General 
Presentation- Budget process_ Espen Aasen_ 

1 



Tuesday 
27 March Ministry of Finance 

0900-1130 Oil Fund Management strategy and policy in Norway 
Mr Thomas Ekeli, Investment Director, Asset Management Department 
Presentation-Oil Fund Management_ Thomas Ekeli 

The planning process in Norway - the role of macroeconomic forecasting and 
financial programming 
Mr Arent Skjceveland, Deputy Director General 
Presentation-Planning process in Norway_ Arent Skjoeveland 

Wrap up and remaining questions 
Mr Arent Skjreveland, Deputy Director General 

1130-1400 Lunch 

Statskonsult 

1400-1600 From oil to cash - effects on human behaviour. 
Mr Arne Jon Isachsen, professor, The Norwegian School of Management 
Presentation- From oil to cash - effects on human behvaiour.2007 03 
Asarbadjan 
A NOTE ON THE OPTIMAL TIME PATH FOR PETROLEUM EXTRACT! 
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Wednesday 
28 March Ministry of Petroleum and Energy 

0900-1200 Welcome and introduction 
Mr Gunnar Gjerde, Director General 

Organisation of the Norwegian Petroleum Sector - Relationship between 
Parliament, Government, Directorates and private companies 
Mr. Gunnar Gjerde, Director General 
Presentation- Organisation of the Norwegian Petroleum Sector_ Gunnar 
Gjerde 

State participation 
Mr Johan A. Alstad, Deputy Director General 
Presentation- state participation _Johan Alstad 

State as regulator and resource manager 
Mr Gunnar Hognestad, Deputy Director General 
Presentation- Resource management_ Gunnar Hognestad 

Industrial development and local content 
Presentation-· Mr Erik Just Olsen, Adviser Industrial development and local 
content Erik Just Olsen 

Process in the MPE with regard to The State Budget 
Mr Sigmund Johansen, Deputy Director General 
Presentation- Process in the MPE with regard to state budget_Sigmund 
Johansen 

1200-1430 Statoils engagement in Azerbaijan 
Mr Helge Leiv Hatlestad, Vice President, Statoil 
Mr John Heines, Statoil 
Mr Gunnar Myrvang, Statoil 

Lunch hosted by Statoil 
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Ministry of Transport and Communications 
-~ 

1445-1715 Welcome and introduction 
Mr Steinulf Tungesvik State Secretary (Deputy Minister) 

Norwegian transport policy - planning and expenditure management 

National Transport Plan and the overall strategy 
Economic framework and main priorities in the transport sectors 
The Norwegian road system - economic planning and cost control 

Mr Kjell Rosano.ff, Deputy Director General 
Mr Ola Brattegard, Deputy Director General 
Mr Jan Fredrik Lund, Head of Strategic Planning, Public Roads 
Administration 
Presentation- 2007 03 28 Aserbadsjan_Jan Fredrik Lund 
Presentation- Nonvegian transport policy - planning and expenditure 
management 

4 



Thursday 
29 March 0900-1245 Oslo sightseeing 

Lunch 

Norges Bank (central bank) 

1300-1630 Welcoming remarks 
Mr Jar/e Bergo, Deputy Governor 

Government Pension Fund, Global - Background, governance structure, 
organisation, investment strategy 
Mr Bj@rn Taraldsen, Assistant Director, Norges Bank Investment 
Presentation- Gov Pension Fund_ Bjorn Taraldsen 

Monetary Policy - Flexible inflation targeting in a small open economy 
Mr Amund Holmsen, Director, Monetary Policy Dept 
Presentation- Monet Policy- Flexible inflation targeting_ Amund Holmsen 

Friday 
30 March Statistics Norway 

0930-1230 Welcome and introduction 
Mr Olav Ljones, Deputy Director General 

Official statistics in Norway and the role official statistics play in economic 
planning 
Mr Olav Ljones, Deputy Director General 
Presentation- Effective Economic Planning_ Olav Ljones 

Macroeconomic impacts of the booming oil sector in Norway - a resource 
curse or a blessing? 
Mr. Adne Cappelen, Director of Research, Research Department 
Presentation- boomingoil _ Adne Cappelen 

1230-13 .1 s Lunch hosted by Statistics Norway 

13.15 -1400 Large-Scale Econometric Models - Some Norwegian Experiences 
Mr Adne Cappelen, Director of Research, Research Department 
Presentation- large scale models_ Adne Cappelen 

1015-1045 Ministry of Foreign Affaires 
Meeting between the Azerbaijani delegation and the Ministry of Foreign 
Affaires 
Deputy Minister, Ms Savinj Hansanova 
Mr. Khagani Abdullayev 
Ms. Nigar Chaybasarskaya 

State Secretary (Deputy Minister) Mr Raymond Johansen 
Mr Kjetil Paulsen, Adviser 
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Saturday 
31 March Cultural activities - Visit to The Kon-Tiki Museum etc 

Sunday Departure 
1 April 
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Finan sdepa rtementet 

OutHne 

• · Principles and budget set-up 

• Policy framework· and content 

• . Process 

• · Three specific topics 
• Public investments 
• Medium term expenditure framework 

~ 
• Accrual budgeting and accounting 



-----

Fina nsdepartementet 

General principles concerning the budget and 
financial statement 

Budget regulations decided by Parliament states that: 

• Budgets are valid for one year (following the calendar 
year) 

• Budgets and annual financial statements are cash-based 
•. The budget and financial statement must be complete, 

i.e. all state revenue and expenses should be included 
• The budget and financial statement are kept in gross 

terms 

• Not allowed to incur economic responsibility without 
appropriation or other authorization from Parliament 

• The budget proposal shall provide information on 
planned objectives and achieved results 



----

Finansdepartementet 

The budget set-up 

• The Norwegian state budget is relatively detailed 
(appx 1400 items) 

• The budget consists of lines and sub-lines. 
• The lines refer to specific purposes (e.g. health care, 

the police or education) 
• The sub-lines refer to types of expenses (operating 
. expenses, investments, transfers, financial 

transactions ) 

• .The budget is binding on line and sub-line level. 



!fJ rnao· Finansdepartementet 
I 

-----

The Pension Fund - ·Global 

• The net revenues the central government receives 
from petroleum activities are transferred to the 
Pension Fund - Global 

· -· The Fund is used to cover the non-oil budget 
deficit, making net allocations to the Fund equal to 
the total budget surplus including oil revenues 

• Net income in the Fund from 1995 
• Value of the fund equals appx .. 100 pct. of GDP 



--------

Finansdepartementet 

F'isca Ii p~ollcy g u i d,eli n e,s 

• The use, of petroleum revenue is. set at an 
estimated 4 pct. real return on the Cqpital of the 
Petroleum Fund (The fiscal rule) 

. ,,. The a~tual i'mpiementation ·of fiscal policy shall take 
" into account business cycle fluctuation around the 

suggested medium term path. 

A flexible fiscal rule, specifically designed for the 
Norwegian economy. Introduced in 2001. 



km st 7 sd Finansdeparteme.ntet 

Top down budgeting 

•l Main features of the budget determ ined according . . 
to fi scal guidelines: 
• Gradually increase the use of petroleum income in the 

mainland economy 
• Subjected to business cycle considerations 

• Then Cabinet decides on: 
• Expenditures 
• Income from taxes and duties 

• Realistic budgeting and comprehensiveness 
import:ant 



------

Finansdepartementet 

The tonlpositfon of the state expenses 
in billi011 NOK, 2007 ... . 

Other expenditures 

Common administration 

Foreign aid ,_ 

Defence 

Poljce and judicial 

Education and science 

Culture and the Church 
Social security, pensions 

and labour market 

- 32 

-IEil-42 

•it<-Tuib.l~~,,jt~"-' 
~~~~ 

Health care t:!""'.'.:::,:i· l .. ,il!hll~[ii~~~ii~ 

Child and family support 
Business policy and 

subsidies 

Transportation/infrastructure 

County transfers •Jti.t-W.c" .. . .,.'.: .Hm ..• ~· ..•. :-J 67 

Interest on government debt · 

0 50 100 150 200 250·· 300 



tttrtr 1 Finansdepartementet 

------r 

Budget preparation - Cabinet decisions 

• March 1 t-1: Cabinet holds its first budget conference. 
It decides on spending frames for each ministry and 
on a limit for new initiatives 

-. August, t-1: Cabinet decides on budget allocation for 
each ministry and on new initiatives 

• April, t: Cabinet decides on changes to the current 
budget 

•· Collective decision-making in Cabinet - real, not 
formal discussions 



___;.-----

Fina nsdepa rte me ntet 

Build up of; CalDinet decisions 

Cabinet meeting in March: 
• Budget projections based on unchanged policy - basis 
• Measures to reduce expenditures - room for manoeuvre 
• First discussion, but no decisions on new initiatives 
~ Expenditure frames for all ministries 

• In addition Cabinet discusses the economic policy in general, 
includirtg tax policy 

•· Cabinet meeting in August 
• New estimates on entitlement spending 
• New policy initiatives 
• Detailed allocation for each ministry 
• Tax policy 
~ Budget proposal to Parliament 



------

Fina nsdepa rtementet 

Pa~sing the budget in Parliament 

Following a genera l discussion, t he budget proposal is 
treated in lhe Cornm ittee on Finance and Economic 
Affairs. This con1mittee· presents a proposal on overall 
spending limit, and limits for each sector committee area 
(24 in all) 

• Plenary vote in Parliament on the committee's proposal. 
The vote is taken as a whole. 

• The different parts of the budget are then treated in the 
sector committees, which presents proposals to 
Parliament for plenary vote. 

• The Parliament votes over the sector committees 
proposals. The Parliament can not vote on sections of the 
proposals,. but must approve or reject them as a whole. 

• Due to the political situation with minority governments, 
the Parliament have had significant impact on the final 
budget. 

~ 
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Finansdepartementet 
;: " 

~udget pr~sentqtion 

., The state budget ls presented to Parliament in October 
• The e,ntire b,udget proposal' is presented by the Finance minister 

in a parliamentary bill "The Yellow Book" 
• E,ach Ministry presents its own annex to the Yellow Book 
• Tax policy/l~gJslation proposal ,is presented in a separate 

annex. 

• Fiscal policy and overall economic forecasts/dev~lopmehts are 
. di.scl.Jss'ed in a separ9te white paper - The National budget 

• The Revised National budget is presented in May, current 
budget year 
• Update of the economic outlook and policy 
• Changes in appropriations · 

" • A budget proposition is presen ted in November, current 
budget year. This proposition shall incorporate (only) 
necessary changes to the budget. 
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Fina nsdepa rtementet 

Budget execution - main features 

Each minister is responsible for carrying out the 
legisleiti\fc decisions in his/hers fields . 

• The Ministry of Finance sets the general rules and 
regulations concerning financial management. The 
ministries are responsible for the implementation of the 
rules. 

• The annual financial statement is prepared and presented 
by the Ministry of Finance in April the following year. 

• The financial statement is audited by The national audit 
body (Riksrevisjonen). The national audit body reports to 
and is directly governed by the Starting. 



Fina nsdepa rtementet 

'Three sp·e·ciflc to~lcs 

• Public Investments 

• Multi year budgeting 

• Accrual budgeting and accounting . 

-----



'ftfftz:&4I Finansdepartementet 
•• 

------': 

ru·b[ic I~vestrr1ents I (general) 

Principle : 

• All expenditures are cash budgeted, also 
investments in fixed capital 

• No separate capital budget 
• rnvestments and other expenditures ,are decided in 

cabinet meetings as part of general budget 
negotiations 

• All expenditures should be assesed according to 
cost/benefit 

• Investments in fixed assets do not necessarily have 
a higher rate of return than other expenditures 
which are registered as consumption (e.g. health, 
education etc.) 



__:.--:-----
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Finansdepartementet 

Public I,r:ivestment~ Il (budget) 

• Investments as registered in the state budget, 
amount to appx. 3 pct. of total expenditure 

• Defense and the transport sector take the lion's 
share 

• Parliament votes over both total investment costs 
for the project and initial appropriation 

• Started investment projects are funded according 
to rationale progress 

• Is 3' pct. a high or low share? 
• Municipalities have main responsibility for vital welfare 

services (primary and secondary education , prirnciry 
health, care for the elderly, local roads etc.) 

• Telecommun ications and other investment intensiv2 
sectors are not on the state budg2t 

• Maintenance of exjsting infra.:;truct·Jre is re ~i ~~2red a.::; 
consumption 
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Finansdepartementet 

r-L. :_ i ; c I n v es L rT·l e r 1 ts I I I ( ~ e ct o r p-1 a n s) 

.. Nalicna l transport plan (NTP) : 

NTP is a strategic plan fo r development of the overall state 
infrastructure for transport by road, rail, air and sea 

• Overlapping 10 year plan forwarded every fourth year 

• Outline an economic framework over the planning period, but 
the appropriations for the transport sector are considered and 
voted over every year 

• Sector authorities manage their project portfolio according to 
priorities in NTP and appropriations granted by Parliament 

• Sector plan for defence investments are basically equal 

• Special arrangements for extraordinary project (e.g. new 
national .(3irport;} 



------
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Finansdepa rtementet 

Public Investments IV (procedu.res) 

• A two step qualirt assurance scheme for major state projects 
exceeding NOK 500 mill. 

• Step 1: Quality of assurance of the choice of concept (QAl): 
At the close of the pre-study (appraisal) phase 
Control the professional quality of the underlying documents 
Analyses of different alternatives 

• Preparation for cabinet decision to authorize start up of basic engineering 

• Step 2: Quality assurance of the basis for control and management, 
including cost estimates and risk analysis for the chosen project 
alternative (QA2): 

At the close of the basic engeneering phase 
Assurance of budget including risk, contract and management strategy, 
success factors and pitfalls (control oriented) 
Preparation for budget decision in Cabinet and formal submission bcfor2 
Parliament 

• Quali ty assur.ance is perfermed by extern JI c'Jn..:;ult:int.:; 

• Obj ective is to enhance the success rat2 'Jf proj~ct:; ; im;)rov; 
preGictability and reduc2 costs 

.. ~ . -· .. ;' ... 

-- . ·.~ ... :-,."; ...,...,.,., . 
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Finansdepartementet 

Medium term. expend'itu;re· .framework 

• Main principle is one year budgeting 
• Multi year expenditure ceilings has not been considered 
• Expert committee suggested multi year appropriations for specific 

purposes or projects 
•. Two different Governments have rejected multi year budgeting 
• Micro perspective: 

Multi year projections based on unchanged policy is part of budget 
documentation to Parliament 

• Allocations to investment projects are based on rational progress 
Carry-overs and over-spending obliged to forthcoming savings give 
flexibility 

• Difficult to limit to those particularly in need 
Multi year appropriations can also be amended 

• Macro perspective: 
The fiscal rule is based. on a balnnce tai9et (stiuctural non oil d~Fi..:it) . 
Adding a expenditure rul e would make th e system riJid · 
If large parts of the budgd are protectt:!d f1·0,·ri re Jllur:J~ion, t , 12 r1 ·~ , : :.:_;_; Ji/ 
basis for flexibility be"'.0 :11 •2::; ~.rn 1!i 

• Detailesd budget projections are pres~n~::;rj ::Jn.1u:1lly 
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Fin0nsdepartementet 

.'',LL\ u;_ ~ l udsct!t t~ and accounting 

L~ 1,cn: c6rr,mittccs' recommendation : 
• Ful l accrual accounting as soon as possible 
• Did not consider appropriations, but recommended cost 

based information in budget documents 

• Ministry of Finance's conclusions: 
•· Appropriations should be based on cash-flows (no transition 

from cash-principle to cost-principle). Consequently, a cash 
based financial statement must be kept 

• Accrual accounting (supplementary to cash based financial 
statements) should be introduced in the extent and design 
found suitable after assessments of costs and benefits. 

• Accrual accounting should be introduced step by step 

» Conclusions were supported by a majority in Parliament 
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Finansdepartementet 

Reasons for maintaining cash based 
appropriations 

• Important to base Parliament's budget decisions on 
precise measurements 

• Financial control/expenditure control ·· 

• Accrual budgeting is in principle a decentralisation of 
powers from the political to the administrative level 

• State budget as a fiscal policy tool to influence 
aggregated demand 

• Full accrua l budgeting vvoulri r~d 1J'::! th~ .-;-:0!1~ f'lr 
modified soluti .Jn~ ·1--JJp~~1 ~' ~ ~~ t 1 • :h1.- i ~ ~ ~ . ·i ~~: ·~ 
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-: .r~;~ ~ f ac c ua ' accounting 

/J 1 ':r.~ fr .fcrrr1 ~ ~ ic-:--, tc cc~h-2ccou nting : 
• Accruul accounting wil l provide improved cost 

information 
• Improved basis for deciding the allocation of public 

resources 
• Basis for benchmarking/comparisons: 

• For governments agencies over time 
• Between government agencies 
• In relation to private companies 

• Matching costs and incomes in a financial result is 
of less interest 
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Fina nsdepa rtementet 

Su.mming up 

• A specially designed fiscal rule, addressing 
Norwegian petroleum resources 

• One year budgeting on a cash and gross terms 
basis 

• Top down budgeting 
• The Cabinet plays a strong role in the budgetary 

process 
• Parliament has a strong form al position 
• Decentralised sy:;tern of pubn~ 1 · lrr1L1 i·;~1"1::i~J ; l 
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Mr Thomas Ekeli, Investment Director, Asset Management Department 
Thomas.Ekeli@fin.dep.no 

Ministry of Petroleum and Energy 
http://www.regjeringen.no/en/dep/oed.htm1?id=750 

Mr Gunnar Gjerde, Director General 
gunnar.gjerde@oed.dep.no 

Mr Johan A. Alstad, Deputy Director General 
johan.alstad@oed.dep.no 

M.r Gunnar Hognestad, Deputy Director General 
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Mr Erik Just Olsen, Adviser 
erik-j ust.olsen@oed.dep.no 

Mr Sigmund Johansen, Deputy Director General 
sigmund.johansen@oed.dep.no 
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HHA T@statoil.com 

Mr John H0ines 
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Mr Kjell Rosanoff, Deputy Director General 
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Mr Ola Brattegard, Deputy Director General 
ola.brattegard@sd.dep.no 

Mr Jan Fredrik Lund, Head of Strategic Planning, Public Roads 
ian.lund@vegyesen.no 

Norges Bank 
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Mr Bj0m Taraldsen, Assistant Director, Norges Bank Investment Management 
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Mr Amund Holmsen, Director, Monetary Policy Departement 
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Summary Information: Educational Study Tour to Nonvay 

Training Event: 

Top-level GOAZ delegation visit to the Norway central economic ministries to learn of policy and procedures 
for effective economic planning and efficient public expenditure management. 

Planned Dates: 26-30 March 2007. 

Participant Profile: 

Deputy Ministers responsible for macroeconomic, fiscal and monetary policy, finance, oil fund management 
as well as public investment policy and programming in Azerbaijan. 

Purpose of Training: 

The purpose of the study tour is to demonstrate the top-level officials from the President Administration, the 
Cabinet of Ministers, the Ministry of Economic Development, the Ministry of Finance, the National Bank of 
Azerbaijan, and the State Oil Fund the progress Norway has achieved from effective and efficient 
macroeconomic and sectoral development framework, linking the development agenda to the fiscal envelope, 
and results' framework when planning and managing their public finance. 

Expected outcomes: 

Realize that strong linkages are needed between strategic, medium-term macroeconomic and sectoral 
development framework. Learn of the Norway-specific Public Investment Policy formulation, project 
prioritization, substantiation, and approval for financing, and its integration with development planning, and 
budgeting. Draft a Road Map for public investment policy and programs formulation and execution in 
Azerbaijan, using the best practices achieved by Norway. 

Why Norway was selected? 

Norway is a highly developed, industrial country with an open, market-oriented economy. Ranked as one of 
the richest European country, it has also achieved top-rankings with regard to standards of living, life 
expectancy, and overall health and housing standards. Nonvay has achieved this owing to its well-thought
out economic policy and regulations and effective use of its public fiscal resources for sectoral and societal 
development. 

Proposed topics to be covered during the visit: 

I. Macroeconomic forecasting and financial programming process in Norway to avoid negative implications 
of oil inflows; 

2. Experience of Norway in Expenditure/Revenue Management Policy; 
3. Oil Fund Management strategy and policy in Norway; 
4. Fiscal and Monetary policy reconciliation in Norway; 
5. Linkages between medium-term macroeconomic framework, medium term expenditure framework and 

sectoral and national development policies/strategies/programs; 
6. Current practice of Public Investment Policy (PIP) formulation in Norway, and existing 

standards/policies/methods used to prepare, approve, implement, and monitor Public Investment Program 
Current procedures for individual project preparation, appraisal and financing; 



7. The legislative and institutional set-up for long-term national and sector development planning and public 
investment policy and program formulation; 

8. Public Participatory process in consolidated budgeting (preparation, discussion, approval, execution and 
monitoring process) and capital budgeting process; 

9. Lessons learned from the PIPP implementation in Norway and capacity building recommendations for 
Azerbaijan. 

Proposed list of agencies to visit in Nonvay: 

1. Ministry of Economic Planning ofNorway 
2. Ministry of Finance ofNorway 
3. Bank ofNorway 
4. Statistics Agency of Norway 
5. Ministry of Energy and Natural Resources ofNorway 
6. Oil Fund of Norway (or a prototype of an organization with functions similar to that of SOFAZ in 

Azerbaijan). 





Norwegian Ministry of Finance 

Overview 

• Governance, roles and responsibilities 

• Investment strategy 

., Financial results 

• Exercising ownership rights and investing ethically 

------
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Norwegian Ministry of Finance 

Petroleum Fund - important questions 

• How shall payments into the fund be organized? 
• dependent on oil prices/revenues, a share of revenues 

or all revenues? 

• How shall payments out of the fund be decided? 
• as all other revenues the state has? 
• based on a rule or guidelines? 

• To whom shall the payments be made? 
• the state, the citizens or both? 

• How shall the fund be managed? 
• who is responsible for its investment strategy? 
• who undertakes day-to-day management? 
• where and in what shall the fund invest? 
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Norwegian Ministry of Finance 

The Fund mechanism integrated with fiscal policy 

Return on i.nvestments 

! 
....... ..... 

Petroleum 
revenues 

..... 
r 

Transfer to 
finance non-oil 
budget deficit 

Fiscal policy guideline 
(over time spend real return of the fund) 

Revenues 

l 

l 
Expenditures 
• consumption 
• investment 
(infrastructure, 
human capital) 
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Norwegian Ministry of Finance 

Key roles of the. ·petroleum :F_und 

• Pedagogical tool to explain oil savings policy 

• Gate keeper to protect non-oil econpmy 
• · gradua.I use of oil revenues 
• investing assets abroad 

• Asset management vehicle 



- Norwegian Ministry of Finance 

The Fund's market value 1996-2009 
Billion NOK, year end. 
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One of the world's largest sing le-owned funds 

Bn. USO 
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Norwegian Ministry of Finance 

Pension Fund - Global Governance Structure 
Founded on Act, regulations and separate contracts 

Legislator 

Owner 

Manager 

D Pension 
Fund Act 

D Regulations 

D Management 
agreement 

Ill 
111 D Performance reports and 
111 strategic changes 
Ill 
Ill 

ill 
Ill 

111 D 

'D Advisory I consultancy 
" agreement 

Performance 
Ill 
II! 

reports 
Ill 
II! 



Norwegian Ministry of Finance 

Clear lines of responsibilities 

• Ministry of Finance - "Owner" 
• overall responsibility 
• strategic asset allocation (benchmark + risk limits) 
• monitoring and evaluating operational management 
• ethical guidelines 
• reports to Parliament 

• Norges Bank _ .. ,~Manager" 

•· implement investment strategy (benchmark) 
• active management to achieve excess return 
• risk control and reporting 
• exercise the Fund's ownership rights 

------- • provide professional advice on investment strategy 



Norwegian Ministry of Finance 

The fund's benchmark 

Actua«I in vest'me:rrt$ 

-------

The benchmark 
• reflects the owner's 

investment strategy 
• is a risk management tool 
• is the starting point for 

measuring the manager's 
contribution 
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Norwegian Ministry of Finance 

Choosing a manager 

Important criteria: 
• Competence of manager 
• Complexity of investment strategy 
• Costs 
• Control 
• Coordination with execution of monetary policy 

~ 
Fund can be managed by Central Bank or private 
manager(s). A combined solution is also possible -
Central Bank is manager, but outsources part of 
management 



Norwegian Ministry of Finance 

Overview 

• Governance, roles and responsibilities 

• Investment strategy 

• Financial results 

• Exercising ownership rights and investing ethically 

-----
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Norwegian Ministry of Finance 

Investment Strategy: Maximise returns 

• Political responsibility 
• Professional advice on expected risk & returns for investment alternatives 
• Political responsibility to make the fundamental risk & returns trade-off 
• Broad agreement on moderate risk, but also on the need for high returns 

• Objective: Maximi.se international purchasing power, taking into account 
• appropriate market risk 
• appropriate operational (reputational) risk 
• ethical guidelines 
• principles of clear lines of responsibility (accountability), professionaUsm and 

transparency 

• Implementation: 
• Financial investor, long time horizon (no link to liabilities) 
• Passive indexation main contributor to risk 
• Active risk budget (max 1.5°/o tracking error) delegated to Norges Bank 
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Norwegian Ministry of Finance 

Investment alternatives for the Fund 

~~-ne·-.t.'1rough Q.ud.get 
c in f~a·s·t.t_u·ct·~ re, · 
h u 111.atf' c·a·pi~a I) 

....... /// .. / ·· ......................... . 

... --·-~- --····-.. .. .. 
~ ~ 

Ilfiquid investment·s .. 
{ Less transparent ·~ 
\. (real estate, FDI) .. / . . . . 

~~. .~~ ... . .. 
•·······•···· ··•·•····•·••• 

Ma k'~e.con omy·rii~;: 
cyclica·l;-··-r.:Jsr{of bad 

g ov~rrfa ri'ce ... .C not 
~.ati'onal savin'Q·S..) 

,........... ··· ..... . 
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Norwegian Ministry of Finance 

Benchmark for the Pension Fund - Global 

Equity index: 

FTSE All World Index 
Large & Mid Cap 
Approx. 2200 equities 

Fixed income index: 

Lehman Brothers Global Aggregate/Global Real 
Government/Agency I Corporate I Securitized 
Approx. 7500 bonds 



------

Norwegian Ministry of Finance 

The Fund's total risk is do·minated by the market 
ris:k of the benchmark portfolio 
Breakdown of risk/return profile by entity 

Alternative 1 

' "government. bqllds 
only in benchmark 

; 

• no active management 

•exp. long· term real 
return: 1.-3 °10 p.a. 

total risk 

risk added 
through 

benchmark 
selection 

(Ministry of 
Finance) 
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Norwegian Ministry of Finance 

An investment process with regular 
evaluations of investment strategy 

• Regular review of existing and available asset classes and 
countries in the portfolio 

• Probability distribution of probable real returns on a 10-15 
year horizon - characterized by 

• · Expected return 
• Standard deviation (risk) 
•· Tale probabilities 
• Corre·1ations 

• Is there an alternative reference portfolio (benchmark) with 
more attractive characteristics? _ . 
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Norwegian Ministry of Finance 

Real return·· in global markets 1900-2005 

I 
----·-1 

1000.00 I 1- Equities _ ___ - - - ---- ---· ···-

-Bonds 

-l· -- Money market-
- Oil I 

100.00 

10.00 

1.00 
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Soure: Dimson, Marsh & Staunton, Triumph of the Optimists, 2002, and Norges Bank 
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Norwegian Ministry of Finance 

Model simulations of investment 
strategy alternatives 

Accumulated real return after 15 years 

Return 

300 % 

250 % 

200 % 

150 % 

100 % 

) 

50 % -- 40% equities 

-- 60% equities 

-50% 

0 0,1 0,2 0,3 0,4 0,5 0,6 0,7 0,8 0,9 

Probability 



Norwegian Ministry of Finance 

O.ur rebalancing strategy means that we 
buy when others have to sell 
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Norwegian Ministry of Finance 

Overview 

• Governance, roles and responsibilities 

.. Investment strategy 

• Financial results 

• Exercising ownership rights and investing ethically 

-----
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Norwegian Ministry of Finance 

F.iJnd avg net real return since 199'7.: 4.q pct 

-Indexed cumulative return 1998- 2006 

160 

140 

120 

100 

80 - - - .. - - - - - - -

60 I 

~co 
..... ~ 

~'?> 
~ 

-, 

~~ 
~ 

~" 
~ 

~~<)_, 
rp 

~~ 
~ 

~!). 
~ 

~~ 
~ 

~'O 
~ 



-------

Norwegian Ministry of Finance 

The most important: Total return 

Avg. return 
St. dev. 

6.18°/o 
5.29 °/o 

8.99 °/o 
3.36 °/o 

7.69 Ofo 

3 .. 27 °/o 

- of which, manager excess return over benchmark 

1998-2006 2004-2006 2006 

Avg. return 0.46 0.55 0.15 

St. dev. 0.38 0.34 0.37 

Information ratio 1.2 1.6 0.4 
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Norwegian Ministry of Finance 

Active management has a.dded to ·re_alized 
returns, but has ;had small impact on total risk 

.. . . 
~--, 

I 

D Benchmark portfotio 

• Excess return 

Active management: 
• 8°/o of total return 
• 2°/o of total risk 

Ll Increased risk from 
active management 

•Absolute risk 



Norwegian Ministry of Finance 

Overview 

• Governance, roles and responsibilities 

• Investment strategy 

• Financial results 

• Exercising ownership rights and investing ethically 

-------
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Norwegian Ministry of Finance 

Two ethical obligation-s for the F'und 

• Future generations should benefit from the 
petroleum wealth 
• Achieve a sound return 

• Respect fundamental rights of those affected by 
the investments of the Fund 
• Exercise our ownership rights - corporate 

governance 
• Guidelines based on UN Global Compact and OECD 

Guidelines for Multinational Enterprises 

• The Fund should not be invested in companies 
whose practices constitute an unacceptable risk 
that the fund is or will be complicit in grossly 
unethical practices 
• Exclusion mechanism which is forward looking {cluster 

bombs, nuclear weapons, human rights, corruption, 
environment) 
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Norwegian Ministry of Finance 

Ethical guidelines and ownership rights 
- who does what? 

D Key Ill 

governance Ill 

principles 111 D 
Ill 
Il l 

0 Decisions on Ill 
Ill 

exclusion of Ill 

companies Ill 
Ill 
IJI 
Ill 

I ~· JI,$ • ,.,ru;i;, ••.. 

Minist..Y of Finance 

Reports and 
assessments 

D Eth1cal 
guidelines 

D Exchange of 
information 

~ 
Ill 

Ill 

Ill . . 
111 D Advice on 
111 exclusion of 
Ill 
Ill 
Ill 
Ill 
Ill 
Iii 
Ill 

companies 
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Norwegian Ministry of Finance 

Transparency 

• Ministry reports to Parliament on all important matters 
relating to the Fund 

• Ministry publishes all advice from external consultants 
• Performance, risk and costs are reported every quarter 

and published on web-site. Focus on contribution to value 
added in operational management 

• Press conference on a quarterly basis, shortly after an 
official meeting with the Ministry of Finance 

• Annual report listing all investments, both equities and 
fixed income 



Norwegian Ministry of Finance 

Summary 

• Clear lines of responsibility. Accountability 

• Long-term perspective for investment strategy 

• Political commitment 

• Transparency 

-----
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I Minister of Finance I 
I I I I Political Adviser 
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Macroeconomic impact of the 
boo·ming oil sector in Norway 

Adne Cappelen 

Research Department 

Statistics Norway 

The oil sector has increased in size but with 
large cyclical variations 
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Some statistical information on oil in the 
Norwegian economy in 2006 
• Total GDP is estimated at 2 150 bill. NOK 

• GDP in the oil sector 550 bill NOK 

• Non-oil GDP 1 600 bill NOK 

• Oil share of GDP 25 % - the highest ever recorded, but 
2005 was nearly as high. Oil rent410 bill NOK and 19 % 

• Due to high oil prices as crude production is falling while 
natural gas production is on the increase 

• Oil investment as share of total investment in fixed capital 
was also 25 % in 2006 but only 4, 7% of total GDP. At times 
the investment share has been twice as high ! 

What do we mean by a resource rent? 

• One definition: It is residual income when factors of 
production have recieved their normal rewards or salaries 

3 

• In the oil sector: Calculate the gross operating surplus 
according to standard national accounting principles. Add 
net indirect taxes paid and deduct total capital costs (normal 
returns on capital as well as depreciation costs). What is left 
is the resource rent. 

• In Norway in 2006 this rent is estimated at 409 bill. NOK or 
19 % of total GDP. You may therefore estimate the direct 
effect of oil on GDP at 19 %. Without oil, but with normal 
returns on the factors of production used in the oil sector, 
our GDP would have been 8.1 % ofwhat it was. Still high! 

4 

2 
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Since 2000 the oil rent has been large due to high 
oil prices 
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Oil rent in percent of GDP 
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Why did relative income increase after 1971? 

l-serie1 

5 

6 

3 



Natural resources and economic growth 

• The international literature in economics and political 
science on economic and social effects of natural 
resources is dominated by the resource curse 

• The resource curse is characterised by rent-seeking 
behaviour and reduced political stability 

• Rent-seeking: people are concerned about getl:ing a share 
of the resource rent than being productive. This leads to 
corruption and sometimes even war 

• Reduced political decision making: the resource rent acts 
like a sleeping pillow: politicians think they can buy their 
way out of problems instead of implementing reforms 

Why do resource abundance lead to low growth? 
Because it crowds out other types of capital 

7 

• Dutch disease; overvalued currency reduces non-oil exports 
and inflow of foreign capital 

• If natural resource abundance is combined with weak 
institutional structure and social capital, rent seeking will 
lead to weak infrastructrue 

• High income from capital may reduce the incentives to 
invest in education and human capital 

• Resource rent may reduce profitability of non-resource 
sectors and thereby investmentin tangible capital as well as 
in research and development (R&D) 

8 
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A Statislisk nntralbyri •·--
Even if we deduct the resource rent, our GDP has 
increased more than that of the OECD 
•Why have we not experienced a resource curse but 

benefited from oil? 

• The major factor, I believe, is that for many years we have 
saved most of the revenue or resource rent. 

• The Petroleum Fund (or pension fund) is now roughly 1800 
bill. NOK or 90 % of GDP. 

• We have implemented a fiscal policy rule that we believe 
will provide stable and sustainable income from this fund 

• So even if oil prices should continue to fluctuate markedly, 
the fiscal impulses will be moderate- the rule implies policy 
robustness and a stable environment for firms and 
households 

This robustness is the result of policy learning -
we have made many errors on our way! 

• During the late 1970's investment in the oil sector was very 
high and most equipment imported, foreign debt "exploded". 
We were probably close to loosing our policy independance 

• At times many industries experienced large structural 
adjustments that we could have avoided if we had managed 
our oil economy better 

• Oil investments led to large fluctuations in the economy with 
large swings in unemployment 

• Before we had gained credibility to our policy rules we had 
episodes of currency crises 

9 
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Policy implications 

• Separate the production or income 'from the natural 
resource from the spending of the income 

• A natural resource like oil is not lasting forever. Consider it 
in some respects as financial wealth. How do you manage 
your financial portefoilo? Spend the real returns? 

• How to estimate the value of your natural resource relative 
to a financial asset - uncertainty important 

• How develop your economy so that it does not become too 
depandant upon the natural resource extraction which is not 
a permanent activity since the resource is limited 

11 
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Invitees for PIP-Project Retreat 
Date: 17 March 2007 
Venue: Khazar Golden Beach Hotel 

Azarbaycan Respublikas1 
lqtisadi lnki$af Nazirliyi 
lqtisadi Siyasat va Planla!idirma ~obasinin Mudir Muavini 

8 I ca nab Rufat H Useynaliyev 

Azarbaycan Respublikas1 
lqtisadi lnkil?af Nazirliyi 
DI Departamenti 

9 lcanab Natiq Pa§ayev 

Rufat Huseynaliyev, Deputy Head of 
Economic Development Policy and 
Forecasting Dept., MOED 

Natig Pashayev, Deputy Head of Pl 
Dept., MOED 

Ta§kilat 

Nazirlar 
Kabineti 

Maliyya 
Nazirliyi 

Maliyya 
Nazirliyi 

Maliyya 
Nazirliyi 
lqtisadi 
inki$af 

Nazirliyi 

iqtisadi 
lnkil?af 

Nazirliyi 

iqtisadi 
lnkil?af 

Nazirliyi 

lqtisadi 
lnkil?af 

Nazirliyi 

lqtisadi 
lnkil?af 

Nazirliyi 



Azarbaycan Respublikas1 
lqtisadi lnki~af Nazirliyi 
lqtisadi Siyasat va Planla~d1rma $6basi 

1 O I can ab Camaladdin GOlaliyev 

lqtisadi lnki~af Nazirliyi 
Xarici Ticarat va lqtisadi 81aqalar $6basinin 
OTT-Jla I~ Ozra Sektorunun MOdiri 

11 lcanab 8dalat Muradov 

Azarbaycan Respublikas1 
lqtisadi lnki~af Nazirliyi 
lqtisadi Siyasat va Planla~d1rma $6basi 
Fiskal, Monetar va Qiymat Siyasati Sektoru 

12 lcanab Nizami Qas1mov 

Azarbaycan Respublikas1 
Milli Bankmm 
Tadqiqatlar va Statistika Departamentinin Direktoru 

15 I ca nab Emin HOseynov 

Azarbaycan Respublikas1 
Naqliyyat Nazirliyi 
Maliyya va Kredit $6basi 

Jemaleddin Gulaliyev, Head of Social 
Sector, Economic Development Policy 
and Forecasting Dept., MOED 

Adalyat Muradov, Head of WTO Division, 
Foreign Trade and Economic Relations 
Dept., MOED 

Nizami Gasimov, Head of Fiscal and 
Monetary and Price Policy Division, 
Economic Development Policy and 
Forecasting Dept., MOED 

Emin Husseynov, Head of Research and 
Statistical Dept., National Bank 

Mirgasim Abasov, Financial and Credit 
16 (~~~b Mirqas1m Abasov Dept., Ministry of Transport 

...-...-..-...-...-...-~.,..,.-...,..,..=-

17 
Azarbaycan Respublikas1 Nigar Mammadova, Senior Specialist, 
Sanaye va Energetika Nazirliyi Inspector, Dept. of Monitoring for 
Dovlat va Beynalxalq Proqramlann lcrasma Nazarat $6basinin Implementation of State and Intl. 
Apanc1 Maslahatc;:isi Programs, Ministry of Industry and 

18 lxarnm Nigar Mammadova Energy 
Azarbaycan Respublikas1 
Ekologiya va T abii Sarvatlar Nazirliyi 
Maliyya va MOhasibat Uc;:otu $6basinin mOdiri 

19 lcanab FOzuli lsmay1lov 

Azarbaycan Respublikas1 
Tahsil Nazirliyi 
iqtisadiyyat $6basinin MOdiri 

20 lcanab Orxan Karimov 

Fizuli lsmaylov, Head of Financial and 
Accounting Dept., Ministry of Ecology and 
Natural Resources 

Orkhan Kerimov, Head of Economic 
Dept., Ministry of Education 

lqtisadi 
lnki~af 

Nazfrliyi 

lqtisadi 
lnki~af 

Nazirliyi 

lqtisadi 
lnki~af 

Nazirliyi 

lqtisadi 
lnki~af 

Nazirliyi 

lqtisadi 
lslahatlar 
Markazi 

Milli Bank 

Naqliyyat 
Nazirliyi 

Naqliyyat 
Nazirliyi 

Sanaye va 
Energetika 

Nazirliyi 
Ekologiya va 

Tabii 
Sarvatlar 
Nazirliyi 

Tahsil 
Nazirliyi 



Azarbaycan Respublikas1 
Madaniyyat va Turizm Nazirliyi 
lnvestisiya va Texniki Proqramlar $obasinin mOdiri 

21 I can ab Ruslan Abdulalimov 

Azarbaycan Respublikas1 
Rabita va lnformasiya Texnologiyalan Nazirliyi 
Maliyya va lqtisadi Tahlil $6basinin MOdiri 

22 (can~~ ~a~ad ~abiyev 

Meliorasiya va Su TasarrOfat1 ASC 
Elm, lnvestisiya Layihalari, Tikinti va Xarici 81aqalari 
$5basinin MOdiri 

28 I can ab Mammad asadov 

Hadji Husseynov 
Operation Officer 

31 !World Bank Office in Azerbaijan 

Ruslan Abdulalimov, Head of Investment 
and Technical Programs Dept., Ministry 
of Culture and Tourism 

Rashad Nabiyev, Head of Financial and 
Economic Analysis Dept., Ministry of 
Communication and Information 
Technologies 

Madaniyyat 
va Turizm 
Nazirliyi 

Rabita va 
lnformasiya 

Texnologilan 
Nazirliyi 

USAID 

USAID 

USAID 

US Embassy 

Sahiyya 
Nazirliyi 

Mammad Asadov, Head of Science, Meliorasiya 
Investment Projects, Construction and va Su 
International Relations Dept., Corporation TasarrOfat1 
of Irrigation and Water Economy SC 

Meliorasiya 
va Su 

TasarrOfati 
SC 

Meliorasiya 
va Su 

TasarrOfat1 
SC 

World Bank 



Azarbaycan Respublikas1 
lqtisadi lnki§af Nazirliyi 
Dovlat lnvestisiyalan ~obasinin 
Dovlat lnvestisiya Siyasati va Proqramlan Sektorunun MOdiri 

38 lcanab Faiq Qas1mh 

Azarbaycan Respublikas1 
lqtisadi lnki9af Nazirliyi 
Dovlat lnvestisiyalan ~obasinin 
Dovlat lnvestisiya Layihalarinin Ekspertizas1 Sektorunun 
MOdiri 

39 lcanab HOseynxan Macidov 

40 

Faig Gasimli, Head of Public Investment 
Policy and Programs Sector, Pl Dept., 
MOED 

Huseynkhan Mejidov, Head of Public 
Investment Projects Expertise Sector, Pl 
Dept., MOED 

lqtisadi 
lnki~af 

Nazirliyi 

lqtisadi 
lnki9af 

Nazirliyi 

lqtisadi 
lnki9af 

Nazirliyi 

lqtisadi 
inki9af 

Nazirliyi 

Sanaye va 
Energetika 

Nazirliyi 

Tahsil 
Nazirliyi 

lqtisadi 
lnki§af 

Nazirliyi 

lqtisadi 
lnki9af 

Nazirliyi 

fqtisadi 
inki9af 

Nazirliyi 



Mr. Gregory T. Jedrzejczak 
Country Manager for Azerbaijan 

43 IThe World Bank 
Mr. David Eizenberg 
Deputy Resident Representative 

44 I United Nations Development Programme 
Mr. Basil Zavoico 
Resident Representative in Azerbaijan 

45 11ntern~ti?nal ~?n:t~'"X ~~nd 

Nazirlar 
Kabineti 

Nazirlar 
Kabineti 

Prezident 
Aparat1 



Azarbaycan Respublikas1 
Nazirlar Kabineti 
Dovlat Tan:iinath Kreditlarin, Texniki Yard1mm va Qrantlann 
81aqalandirilmasi Departamentinin 
Ba§ MO§aviri 

51 lcanab Vahid HOseynov 
Azarbaycan Milli Bank1 

\(ahid Husseynov, Senior Advisor, Dept. 
for Coordination of Government 
Guaranteed Loans, Technical Assistance 
and Grants, Cabinet of Ministers 

Nazirlar 
Kabineti 

Monetar Siyasati Departamentinin Direktoru 
52 I Canab Xaqani Abdullayev 

Khagani Abdullayev, Director of Monetaryl Azarbaycan 
Policy Dept., National Bank Milli Bank1 

Azarbaycan Respublikas1 
Sanaye va Energetika Nazirliyi Mahabbat Mammadov, Head of Dept. for 
Dovlat va Beynalxalq Proqramlann lcrasma Nazarat ~obasinin Supervision over Implementation of 
MOdiri canab Budget and Foreign Projects, Ministry of 

53 IMahabbat Mammadov Industry and Energy 
Azarbaycan Respublikas1 
Tahsil Nazirinin MOavini 

54 lcanab Elmar Gas1mov 
Azarbaycan Respublikas1 
Kand TasarrOfat1 Nazirinin MOavini 

55 I canab II ham Quliyev 

Azarbaycan Respublikas1 
Meliorasiya va Su TasarrOfati ASC 
Sadr MOavini 

56 I canab Rafiq Aslanov 
Azarbaycan Respublikas1 
lqtisadi lnki§af Nazirinin MOavini 

57 lcanab Mikay1I Cabbarov 
Azarbaycan Respublikas1 
lqtisadi inki§af Nazirinin MOavini 

58 lcanab Niyazi Safarov 
Azarbaycan Neft Fondu 

59 lcanab Tarlan lsmay1lov 
Azarbaycan Neft Fondu 

60 lcanab MO§viq Bayramov 

Elmar Gasimov, Deputy Minister of 
Education 

llham Guliyev, Deputy Minister of 
Agriculature 

Rafig Aslanov, Deputy Chairman of 
Corporation for Irrigation and Water 
Economy 

Mikayil Jabbarov, Deputy Minister of 
Economic Development 

Niyazi Safarov, Deputy Minister of 
Economic Development 

Tarlan lsmaylov, SOFAZ 

Mushvig Mammadov, SOFAZ 

Sanaye va 
Energetika 

Nazirliyi 

Tahsil 
Nazirliyi 

Kand 
TasarrOfatl 

Nazirliyi 

Meliorasiya 
va Su 

TasarrOfatl 
SC 

lqtisadi 
lnki§af 

Nazirliyi 
lqtisadi 
lnki§af 

Nazirliyi 
Azarbaycan 
Neft Fondu 
Azarbaycan 
Neft Fondu 

Tahsil 
Nazirliyi 
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Attachment . 

PIP- PRO .. IECT MONTHLY CALENDAR: 

January 12, 2007 

1. 14.00 

2. 15.30 

January 16, 2007 

3. 11.10 

4. 13.30 

January 17, 2007 

5. 11.00 

6. 12.00 

7. 13.00 

8. 16.00 

· January 18, 2007 

9. 12.00 

PERIOD JANUARY- MARCH 2007 

JANUARY 2007 

Goer! Johansen, 1st Secretary of Norwegian Embassy 
Andrei Parinov, Sabira Shihaliyeva, PIP-Project 
Julie Hamlin, Firuza Hasanova, Telman Yolchiyev, WU 

Namig Tagiyev, Director of ERSRI 
Sabira Shihaliyeva, PIP-Project 

Introduction of Janusz Szyrmer, PIP-Project new COP 

Namig Tagiyev, Director of ERSRI 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 

Jeyhun Mammadov, Ministry of Education 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 

Natig Mammadov, Ministry of Education 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 

Agil Asadov, ERSRI 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 

Jahangir Gadirov, ERSRI 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 

Rovshan Badalov, Ministry of Transport 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP-Project 
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January 19, 2007 

10. 10.00 

11. 13.00 

January 23, 2007 

12. 14.00 

January 24, 2007 

13. 15.00 

January 26, 2007 

14. 10.30 

January 29, 2007 

15. 15.00 

January 30, 2007 

16. 16.00 

January 31, 2007 

17. 10.00 

18. 14.00 

Faig Gasimly, MOED 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP·Project 

Rafael Mammadov, Corporation of Irrigation and Water Economy 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP·Project 

Sevinj Hasanova, Deputy Minister, MOED 
Janusz Szyrmer, PIP-Project 

Niyazi Safarov, Deputy Minister, MOED 
Janusz Szyrmer, PIP-Project 

USAID 
Patricia Garcia, TRG 
Sabira Shihaliyeva, PIP·Project 

Shahin Sadigov, Head of Economic Policy Development and 
Forecast Dept., MOED 
Janusz Szyrmer, PIP·Project 

Emin Huseynov, Head of Statistics and Research Dept., National 
Bank of Azerbaijan · 
Janusz Szyrmer, PIP-Project 

Namig Tagiyev, Director of ERSRI 
Janusz Szyrmer, Sabira Shihaliyeva, PIP·Project 

Rafael Abbasov, Economic Officer, ADB 
Janusz Szyrmer, PIP-Project 
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February 01, 2007 

1. 11.00 

2. 14.30 

February 05, 2007 

3. 11.00 

4. 14.00 

February 09, 2007 

5. 15.00 

February 12, 2007 

6. 08.00 

7. 14.00 

February 13, 2007 

8. 17.00 

February 14, 2007 

9. 10.15 

10. 14.00 

11. 16.30 

FEBRUARY 2007 

Basil Zavoico, Resident Representative, IMF 
Janusz Szyrmer, PIP-Project 

Farid Bakhshiyev, USAID 
Janusz Szyrmer, Andrei Parinov, PIP-Project 

Gregory Jedrzejczak, Country Manager, World Bank 
Janusz Szyrmer, PIP-Project 

Linda Decker, Resident/Budget Advisor, The US Treasury Dept., 
Technical Assistance Office 
Janusz Szyrmer, PIP-Project 

Sevinj Hasanova, Deputy Minister of Economic Development 
Janusz Szyrmer, Samim Cilem, Nigar lsmaylova, PIP-Project 

Paul Davis, Farid Bakhshiyev, USAID 
Janusz Szyrmer, PIP-Project 

David McCormick, Economic Officer, US Embassy 
Janusz Szyrmer, PIP-Project 

Namig Tagiyev, Director of ERSRI 
Janusz Szyrmer, Sabira Shihaliyeva, PIP-Project 
Christos Kostopoulos, World Bank 

Anti-Corruption Meeting, IFES 
Andrei Parinov, PIP-Project 

USAID All-Partners Meeting 
Janusz Szyrmer, Andrei Parinov, PIP-Project 

David Eizenberg, Deputy Resident Representative, UNDP 
Janusz Szyrmer, PIP-Project 
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February 15, 2007 

12.11.00 

13. 13.00 

February 16, 2007 

14. 11.00 

February 17, 2007 

15. 15.00 

February 21, 2007 

16.11.00 

17. 11.00 

18. 13.00 

February 22, 2007 

19. 09.30 

February 23, 2007 

20. 15.00 

February 28, 2007 

21. 15.00 

Julie Hamlin, WU 
Janusz Szyrmer, Sabira Shihaliyeva, PIP-Project 

Mahmud Jafarov, International Bank of Azerbaijan 
Janusz Szyrmer, PIP-Project 

Tarlan lsmaylov, SOFAZ 
Janusz Szyrmer, Andrei Parinov, Sabira Shihaliyeva, PIP-Project 

Ministry of Economic Development 
Janusz Szyrmer, Andrei Parinov, Samim Cilem, PIP-Project 

Samir Mammadov, Pl Dept., MOED 
Nigar lsmaylova, PIP-Project 

Mustafa Polad, Deputy Director, TIKA 
Andrei Parinov, Sabira Shihaliyeva, PIP-Project 

Scott Taylor, Country Coordinator, USAID 
Janusz Szyrmer, PIP-Project 

Namig Tagiyev, Director of ERSRI 
Sabira Shihaliyeva, Sabina lbrahimova, PIP-Project 

Presentation of Quarterly Bulletin, ERSRI 
Janusz Szyrmer, Andrei Parinov, Samim Cilem, Ramil 
Maharramov, Nigar lsmaylova, Sabira Shihaliyeva, PIP-Project 

Sevinj Hasanova, Deputy Minister of Economic Development 
Janusz Szyrmer, Andrei Parinov, Samim Cilem, Ramil 
Maharramov, Nigar lsmaylova, Sabira Shihaliyeva, PIP-Project 
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March 01, 2007 

1. 10.00 

March 02, 2007 

2. 10.00 

March 06, 2007 

3. 09.30 

4. 14.00 

5. 14.45 

March 07, 2007 

6. 10.00 

7. 16.00 

March 09, 2007 

8. 09.30 

9. 10.00 

10. 10.45 

11. 11.30 

MARCH 2007 

Jeyhun Mammadov, Ministry of Education 
Andrei Parinov, Ramil Maharramov, PIP-Project 

Faig Gasimly, Pl Dept., MOED 
Ramil Maharramov, PIP-Project 

Namig Tagiyev, Director of ERSRI 
Sabira Shihaliyeva, Sabina lbrahimova, PIP-Project 

USAID All- Partners Meeting 
Janusz Szyrmer, PIP-Project 

Ministry of Education: Preparation of the State Program on ICR in 
Education 
Ramil Maharramov, PIP-Project 

Sevinj Hasanova, Deputy Minister of Economic Development 
Janusz Szyrmer, PIP-Project 

Presentation of PIP-Project activities for Scott Taylor, USAID 
PIP-Project Team 

USAID Outreach Meeting: Writing Success Stories Training 
Sabina lbrahimova, Gulsabah Amirova, PIP-Project 

Elchin Rashidov, Interview for the position of Specialist on Project 
Preparation, Appraisal and Management 
Andrei Parinov, Sabira Shihaliyeva, Samim Cilem, PIP-Project 

Elshad Mikayilov, Interview for the position of Specialist on Project 
Preparation, Appraisal and Management 
Andrei Parinov, Sabira Shihaliyeva, Samim Cilem, PIP-Project 

Nisa Akberova, Interview for the position of Specialist on Project 
Preparation, Appraisal and Management 
Andrei Parinov, Sabira Shihaliyeva, Samim Cilem, PIP-Project 
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March 12, 2007 

12. 09.00 

March 13, 2007 

13. 10.00 

14. 14.00 

15. 16.00 

March 14, 2007 

16. 09.00 

17. 16.00 

March 15, 2007 

20. 09.45 

21.15.00 

March 16, 2007 

22. 13.00 

March 21, 2007 

23. 18.30 

ADB Training on Econometric Modeling in ERSRI 
Ramil Maharramov, PIP-Project 

Introduction of the newly established Pl Dept. by Sevinj 
Hasanova, Deputy Ministry of Economic Development 
Janusz Szyrmer, Andrei Parinov, Samim Cilem, Rob Varley, 
Sabira Shihaliyeva, Ramil Maharramov, Nigar lsmaylova, Sabina 
lbrahimova, Gulsabah Amirova, PIP-Project 

Farid Bakhshiyev, USAID 
Janusz Szyrmer, PIP-Project 

Muhammad Junaid, ACDINOCA 
Janusz Szyrmer, PIP-Project 

Ministry of Education 
Ramil Maharramov, PIP-Project 

Anar Ahmadov, Director of Caucasus Research Resource Center, 
Eurasia Foundation 
Janusz Szyrmer, PIP-Project 

Shahin Sadigov, Head of Economic Policy Development and 
Forecast Dept., MOED 
Ramil Maharramov, PIP-Project 

Natig Pashayev, Deputy Head of Public Investments Dept., MOED 
Ramil Maharramov, PIP-Project 

Michael Kunz, Civil Society Project, Counterpart Intl. 
Janusz Szyrmer, PIP-Project 

Neil McCullagh, Community Development, CHF 
Janusz Szyrmer, PIP-Project 
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Consolidated economic news for Quarter 1-2007 
(February 2007) 

http://today.az/news/business/3 648 8 .html 

Azerbaijan's gross domestic product grew 46. 7% in January, year-on-year, or by 524 million 
manat (over $681 million), to 1.6 billion manat (about $2.1 billion), the statistics committee of 
the energy-rich South Caucasus nation said Thursday. 

It said per capita GDP in the reporting period was 195.7 manat, or $224.6. 
The production sector contributed 75.1 % to GDP, including 66.7% from industry. 
The construction sector accounted for 6.3%, agriculture and forestry 2.1 %, and the services 
sector 19.9%. 
Azerbaijan holds vast oil and gas reserves in the Caspian, which it exports to neighboring 
Georgia, Turkey and Europe. The high oil price was a major factor in the country's impressive 
GDP growth. RIA Novosti 

http:! /today .az/news/business/3 64 77 .html 

U.S. official: "Azerbaijan eyes 20 bcm gas exports" 
15 February 2007 [10:00] -Today.Az 

"The Azerbaijanis seem to think that around the year 2012 or so they might be able to export up 
to 20 billion cubic metres of gas," U.S. Deputy Assistant Secretary for European and Eurasian 
Affairs Matthew Bryza told reporters at a briefing in Paris. 

"That's a big volume and that's well beyond where their production is today. But our own 
research indicates there is plenty of gas in the ground in Azerbaijan," he said. 

According to BP's Statistical Review, Azerbaijan produced 5.3 billion cubic metres of gas in 
2005 but its Shakh Deniz field, operated by BP and Norway's Statoil, has reserves estimated at 
over one trillion cubic metres. 

Bryza, who was part of a team of senior U.S. officials who visited countries in the Caspian 
region over recent days, said Azerbaijan expected to begin exporting gas to Greece before the 
end of the year. 

"In theory this is all do-able but ... the real challenge is synchronising all the moving parts," he 
said. "I hope Azerbaijan can do it. 

"Over the long run, by 2015-16, if this momentum sustains itself, it's conceivable, in fact even 
estimated, Azerbaijan could be producing as much as 40 billion cubic metres of gas a year and 
could be exporting up to 30 billion." 

The United States has placed great hopes in Azerbaijan as an alternative to Russia as a gas 
supplier for Europe after tensions over Moscow's use of its energy reserves to pressure its 
neighbours. 

The European Union also wants to diversify gas imports after Moscow briefly cut supplies to 
Ukraine and transit to Europe in a pricing dispute with Kiev last year. 



Washington hopes to encourage an alternative supply route through the Caspian Sea to weaken 
the grip exercised by Russian monopoly Gazprom. 

"We're not against Gazprom in principle," Bryza said. "We're working with the countries and 
companies, though, to try to channel Gazprom towards more market-based behaviour through 
competition." Reuters 

http:! /today .az/news/business/36561.html 

BBC, CNN to broadcast trailer on Azerbaijan investments 
16 February 2007 [09:45] - Todav.Az 
Azerbaijan Export and Investment Promotion Foundation (AZPROMO) will prepare trailer on 
economy and investment milieu of Azerbaijan. 

The trailer will be broadcasted by BBC and CNN World Channels. Despite that AZPROMO was 
instituted by the Ministry of Economic Development, it has over 90 trustees from the private 
business, international organizations and state companies. 

Currently, Azerbaijan has the only trailer on the tourist potential of the country. AzerTAg 

http://today.az/news/business/3 65 49 .html 

Azerbaijan's industry grows 52.4% 
16 February 2007 [08:50] - Todav.Az 
Industrial production grew 52.4%, in January, to AZN l 4.95bn in Azerbaijan. 

State Statistical Committee told the APA that industrial growth was 62.% in oil production, 
26.1 % in gas output, 4.9 times in rubber and plastic productions, 3 times in engineering, 2.1 
times in electronics and optic equipment making, 29.7% in non-metallic mineral production, 
8.5% in foodstuff production, 7.8% in oil refining etc. 

Services accounted for 5.6% of the industrial production. 

The proportion of state sector was 22.3% in the industrial production 3.5% up from last year and 
the share of private sector was 77.7%, 76.3% up from last year. 

165,500 people were employed by industrial enterprises during this period, up 5.9% from a year 
earlier. 

Average monthly wage of hirelings rose 22.6% to AZN 267.3, in mining industry went up 27.2% 
to AZN 647.6, in processing industry climbed 21.9% to AZN 143, in production and distribution 
of electricity, gas and water jumped 21.2% to AZN 145 .1. 

http://today.az/news/business/36533.html 

20 enterprises in Sumgait included in Industry Development Program 
16 February 2007 [01:53] - Today.Az 
20 big enterprises in Sumgait have been included into the State Program for Industrial 
Development in Azerbaijan being worked out by the Industry and Energy Ministry. 



Sumgait Executive Committee Chairman Vagif Aliyev told APA that the enterprises will be 
reconstructed within the scope of the project. 

He noted Development Program of Sumgait Enterprises has been worked out and this program is 
aimed at development of small and big enterprise, rehabilitation works and use of new 
technology. 

"Soviet period plants need modem technology and this will reduce harmful emissions, ecological 
impact and meet world standards," he said. 

http://www.trend.az1?mod=shownews&news=3 8861 &lang=en 

Germany & Azerbaijan in Favour of Development of Economic Co-operation 
15.02.2007 

German Federal Chancellor Angela Merkel and Azerbaijani President Ilham Aliyev stressed 
their interests in the development of economic co-operation after a meeting in Berlin on 
February 15th. "We take much interest in the expansion of economic relationships between the 
countries," the German Chancellor stated, Trend reports citing IT ART ASS. 

According to Ms Merkel, the Head of the Government of Germany, a country which is currently 
chairing the European Union, Azerbaijan can assist the EU in ensuring energy security. In this 
respect there are several variations, as the construction of new oil pipelines are underway. 

President Aliyev is for intensifying the EU's mediation in talks on the Iranian Nuclear Program. 
He also voiced his support to further development of Azerbaijan's relationships with the EU, 
assuring fulfillment of obligations set by the EU's European Neighborhood Policy 

http ://today .azJnews/politics/3 665 8.html 

Today.Az »Politics » Hundreds of opposition activists protest higher utility fees in 
Azerbaijan 
19 February 2007 [01 :47] - Today.Az 
Hundreds of opposition activists rallied in the Azerbaijani capital Sunday in the latest of a series 
of authorized protests against steep rises in municipal gas, electric and water rates. 

Around 500 protesters with the Musavat opposition party waved flags and carried placards 
reading "No To Poverty!" and "No To Increases" as they marched in one district of Baku. 

In a reference to the recently opened Baku-Tbilisi-Ceyhan pipeline that pumps Azerbaijani oil to 
Turkey's Mediterranean coast, many chanted, "Lights cost money, gas costs money - where's 
the money from Ceyhan?" 

Earlier this year, the government raised the domestic rates for gasoline, electricity, water and 
natural gas for industrial use. President Ilham Aliyev's government justified the hikes, which 
have prompted widespread criticism in the poor, but energy-rich former Soviet republic, by 
saying they were part of efforts to reform the country's economy. 

Azerbaijan has seen a dramatic increase in economic growth in recent years, fueled mainly by oil 
and gas harvested from its offshore fields - some of the largest in the former Soviet Union. But 
poverty and corruption continue to plague large parts of the population. 



Musavat leader Isa Gambar ridiculed Aliyev's assertion that the proceeds from the oil and gas 
wealth would be fairly distributed in the country. The Associated Press 

ffhe International Herald Tribune/ 

http://today.az!news/politics/36656.html 

Today.Az »Politics» Germany's foreign minister heads for Azerbaijan to discuss energy 
issues 
18 February 2007 [20:46] - Toclay.Az 
Germany's foreign minister departed Sunday for a tour of three ex-Soviet states in the oil-rich 
south Caucasus region, in an effort to explore possibilities of reducing German dependence on 
Russian oil and gas. 

The first stop on Frank-Walter Steinmeier's tour is Azerbaijan, a booming oil nation that enjoyed 
a 35-percent growth rate in 2006 and appears on course to maintain the momentum this year. 

Steinmeier is expected to meet there with President Ilham Aliev, who was in Germany last week 
to drum up support for more investment in his nation. But German officials have expressed 
concern over Azerbaijan's human rights record. 

Germany has made improving relations with its eastern neighbors a big part of its tum at the 
European Union's presidency, which it holds until June. 

Steinmeier's trip will also take him to Armenia and Georgia, his office said. The Associated 
Press 

/The International Herald Tribune/ 

http:/ !today .azlnews/business/365 83 .html 

Today.Az »Business» Opportunities for Transatlantic Cooperation in the Caspian Region 
16 February 2007 [20:21] -Today.Az 
Richard L. Morningstar, a lecturer at Stanford Law School, analyses the potential of the Caspian 
Region to lessen Europe's over-dependence on Russian gas, particularly considering the 
potential of gas-rich nations such as Kazakhstan. 

The author writes that in July 2006, the Baku-Tbilisi-Ceyhan (BTC) Pipeline, which runs from 
the Caspian port of Baku, through Azerbaijan and Georgia to the Mediterranean port of Ceyhan 
on the Turkish Coast, became operational. The successful completion of this oil pipeline and the 
opening in the near future of a gas pipeline mirroring the BTC route, to ship Azerbaijani gas to 
Turkey, and perhaps ultimately to Europe, make clear the critical importance of the Caspian 
region to the US and Europe, according to the author. 

Since the 1990s, he writes, successive American administrations have focused attention on this 
region. Policymakers understood the link between geopolitics, the development of energy 
resources and commercial interests. 

Whereas US Caspian policy is intended to increase the worldwide supply of natural resources, 
not to direct specific Caspian resources to America, the author believes that Caspian resources, 
particularly natural gas, should be even more important to Europe than the US. The huge natural 
gas resources that can be found in Kazakhstan, Uzbekistan, Turkmenistan and the Western 



Caspian are critical, because they can ultimately lessen Europe's over-dependence on Russian 
gas. 

As Energy Commissioner Andris Piebalgs recently pointed out in a Wall Street Journal 
interview, by 2015 Kazakhstan could be producing 20% more gas per year than is consumed by 
Germany. Also, the region is the only one apart from the Persian Gulf where oil production is 
likely to increase over the coming decades, the author concludes. 

/www.euractiv.com/ 

http://today.azlnews/business/36644.html 

Today.Az »Business» Sergey Markedonov: "Baku-Tbilisi-Akhalkalaki-Kars to become 
railway variant of BTC" 
17 February 2007 [ 17:07] - Todav.Az 
"The sharp cooling of the Russian-Azeri relations in late 2006 formally began with outer 
reasons. 

"First, Moscow requested Baku to suspend gas delivery to Georgia. When Baku refused to form 
an anti-Georgian alliance Gazprom raised the gas prices not for Georgia but also for Azerbaijan," 
head of the department of international relations at the institute of political and military studies 
Sergey Markedonov said. 

He reminded that Azerbaijan had to pay $235 instead of $110 for thousand cum of gas. "For its 
part Azerbaijani President Ilham Aliyev said that such price "discords with the spirit and essence 
of the Russian-Azeri relations." 

Moreover, Aliyev did not rule out that "oil and gas relations between Moscow and Baku 
maintain a political implication." The result was that the Azeri authorities and Gazprom did not 
sign an agreement on delivery of Russian gas to Azerbaijan in 2007. The story was continued. 
February 7, in Tbilisi, top leaders of Georgia, Azerbaijan and Turkey held a regional summit, 
which resulted in signing of agreement on construction of a strategically important Baku-Tbilisi
Akhalkalaki-Kars railroad. Some experts began speaking of a railway variant ofBaku-Ceyhan. 
It's worth mentioning that the project is supposed to be completed by 2009 without Russia's 
participation and in bypass of Armenia. In general, such a development was expected but only 
the event of February 7, 2007 showed that the project will be launched in bypass of Armenia. 
The project tightened the Tbilisi-Baku economic knot. Moreover, Azerbaijan did a little 'service' 
to Georgia in the form of a $200 million credit, said Markedonov. 

/PanARMENIAN.Net/ 

Azerbaijan GDP up 46.7% in 1M07, y-on-y 



BAKU, February 15 (RIA Novosti) - Azerbaijan's gross domestic product grew 46.7% in 
January, year-on-year, or by 524 million manat (over $681 million), to 1.6 billion manat (about 
$2.1 billion), the statistics committee of the energy-rich South Caucasus nation said Thursday. 

It said per capita GDP in the reporting period was 195.7 manat, or $224.6. 

The production sector contributed 75.1% to GDP, including 66.7% from industry. 

The construction sector accounted for 6.3%, agriculture and forestry 2.1 %, and the services 
sector 19.9%. 
Azerbaijan holds vast oil and gas reserves in the Caspian, which it exports to neighboring 
Georgia, Turkey and Europe. The high oil price was a major factor in the country's impressive 
GDP growth. 

http://www.bakutoday.net/view.php?d=33614 

Prices for Agricultural Products in Azerbaijan Increased by 4% 

In January 2007, the production prices for the agricultural products in Azerbaijan 
increased by 4.3% as compared to the previous months, and by 26.6% as compared to 
December 2005. 

The price index for the greens and melon families equaled 103. 7% in comparison with December 
2006, Trend reports citing the State Statistics Committee of Azerbaijan. In this period, the 
production prices for vegetables have increased by 3.5%, grains 4.2% and fruits and nuts -
2.4%. 

In addition, the price index for the cattle breeding equaled 104.4% as compared to December 
2006. The price for livestock and its products rose by 6.5%, and the prices for poultry and eggs 
decreased by 0.6%. The price for fish products increased by 1.3%. 

http://www. trend.azJ?mod=shownews&news=39 l 56&lang=en 

Azerbaijani President Says Germen-Azerbaijani Relations Going Up to a New Level 
Source: Trend 
Author: E. Husseynov 
19.02.2007 

Receiving Germany's Federal Foreign Minister, Franc-Walter Steinmeier in Baku today, 
Azerbaijan's President, Ilham Aliyev, has said that issues concerning the development of 
Azerbaijani-German cooperation in political, economic, and other spheres were widely discussed 
in the German Capital several days ago, Trend reports. 

Speaking about his recent official visit to Germany, the Head of the Azerbaijani State 
emphasized that it would bring the bilateral relations to a new level. Mr. Aliyev said the very 
good development was observed in all spheres of bilateral cooperation between the two 
countries, and added that the visit of the Head of the German Foreign Office would have a 
crucial importance in the further development of relations between the two states. 

For his Part, Mr. Steinmeier said that the German party had been very satisfied with the visit of 
the Azerbaijani economic mission, which accompanied the Azerbaijani President during his visit 
to Germany. The German diplomat expressed a hope that the recent visit of the Azerbaijani 
President to Germany would bring bilateral relations between the two countries to a new level 



http://www.trend.az/?mod=shownews&news=39093&lang=en 

McDermott Employees are First Internationally Recognized Azerbaijani Divers 
Source: Trend 
Author: S.Aliyev 
19.02.2007 

Employees of McDermott Caspian Contractors, Inc. (McDermott) became the first Azerbaijani 
nationals to gain internationally recognized saturation diving qualifications after completion of a 
special training course abroad. The training was arranged by McDermott through funding from 
the Azerbaijan International Operating Company (AIOC), Trend reports. 

The four divers have been working with the McDermott diving team onboard the diving support 
vessel Akademik Tofig Ismayilov (DSV) since commencement of the vessel's operations in May 
2005 on the Azeri-Chirag-Gunashli (ACG) field. 

"These employees are the first Azerbaijani nationals to gain full international HSE qualifications 
as either offshore air divers or as saturation divers", commented Dan Houser, General Manager 
and Vice President, Caspian Operations. "As a demonstration of our and AIOC's commitment to 
integration and training of the national work force, four Azerbaijan divers were sent to an 
upgrade course in the UK. The modern diving industry is in particular need of younger divers 
with high qualification, and we are very pleased to see the success of this initiative. The divers 
are now fully integrated into the DSV saturation diving team and will be actively involved in 
operations which the DSV will perform for AIOC's and SOCAR's pipeline installation projects 
commencing in 2007." 

http://www.trend.az/?mod=shownews&news=39103&lang=en 

Azerbaijan, Israel to Discuss Economic Cooperation 
Source: Trend 
Author: l.Khalilova 
19.02.2007 

Heydar Babayev, the Azerbaijani Minister for Economic Development, will be on a visit to 
Israel from 18 to 22 February at the invitation oflsraeli side 

The Ministry of Economic Development informed Trend that during the visit he is scheduled to 
meet with the Israeli Foreign Minister, Zivi Livni, Infrastructure Minister, Benjamin ben
Aliairzer and the Minister for Strategic Issues, Lindermand. The talks will focus on prospects of 
development and the exiting state of the bilateral relationships. 

Minister Babayev plans to hold meetings at Hibri University, the Institute of Export and 
International Cooperation, leadership of Elektroinvestemnt Company, RAD Information and 
Technologies, Batiman Litvin N.V., ORAD, Eylad Ashkelon Pipeline Ltd, Housing and 
Construction Holding Ltd, as well as Israeli Venture Association, Mizrahi and Leumi banks, 
water company Mekorod. 

The meetings will focus on expansion of relationships between entrepreneurs of Azerbaijan and 
Israel, implementation of joint projects, application of advanced Israeli technologies in 
Azerbaijan, expansion of trade cooperation. 



Within the framework of the visit it is planned to sign Azerbaijani-Israeli intergovernmental 
agreement on promoting investments and mutual protection 

http://www.trend.az/?mod=shownews&news=39105&lang=en 

Weekly review of Azerbaijani Currency Market 
Source: Trend 
Author: I.Khalilova 
19.02.2007 

Last week (February 12th to 16th) the official rate of the manat against US dollar, set by the 
National Bank of Azerbaijan grew by 0,0003 point or 0.03%. The average rate was established 
as 0.86974 to 1 US dollar, Trend reports. 

Last week the maximum rate of US dollar against manat was established on February 12th 
(0,8699 manats to 1 US dollar), minimum on February 16th (0.8696 to US dollar) 
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As a result oflast week's exchange rate of Azerbaijani manat against US dollar, established on 
the basis of results of the Baku Interbank Currency Exchange (BICEX), increased by 0,0003 
point or 0.03%. The average rate was fixed at 0.86968 to 1 US dollar 

Last week the maximum rate of US dollar against the manat was established on February 12th 
(0,8699 manats to 1 US dollar), minimum -February 15th (0.8694 manats to 1 US dollar 



Deals concluded last week at BEST with transition to currency (T+O) comprised $5,577mln with 
an average sustained exchange rate of 0,8699 AZN/USD on February 12th, $4,257mln with an 
average sustained rate of 0,8698 AZN/USD on February 13th, $4,370mln with an average 
sustained rate of 0,8697 AZN/USD on February 14th, $0,560mln with an average sustained rate 
of 0,8694 AZN/USD on February 15th and $0,735mln with an average sustained rate of 0,8696 
AZN/USD on February 16th. 
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No deal was concluded with Russian ruble and euros last week due to absence of appeals. 
In this period the price of vouchers fell from the point at 16 manats and made up 15 manats. 

http:/ !today .azlnews/ society/36724.html 

Today.Az » Society » Transnational park to be established on Azerbaijan-Georgia border 
20 Fcbrnary 2007 [09:00] - Todav.Az 
The project on establishing a transnational park on Azerbaijan-Georgia border will be discussed 
during the visit of Georgian Minister of Environment and Natural Resources Protection David 
Tkeshelashvili to Baku. 

David Tkeshelashvili and Azerbaijani Ecology and Natural Recourses Minister Huseyn Bagirov 
will discuss cooperation in the sphere of biodiversity, the state of border rivers and preserves and 
Azerbaijan's presenting 50 gazelles to Georgian Vashlovani preserve, the ministry told the AP A's 
Georgia bureau. 

http://www.today.az!news/business/36800.html 

Telephone tariffs can be increased 
21 Febrnary 2007 [09:25] - Todav.Az 



The Tariff Council, State Price Regulator, has received proposals from Communication and 
Information technologies Ministry and State Railways Company (ADDY) for change of the 
service prices. 

The CIT Ministry requested to increase stationary telephone subscription fees and to limit 
excessive home telephone use to 450 minutes a month, ADDY appealed to increase in-country 
fares, the Council told AP A. 

http://www. today.azlnews/business/3 6794 .html 

Additional action plan on development of transport sector to be worked 
21 February 2007 [08:55] - Todav.Az 
Azerbaijan's Transport Ministry is working out an action plan on development of transport 
sector within 2007-08. 

Ministry officer Sadraddin Mammadov told APA that the additional plan is aimed at 
construction of 16 more road bridges besides 9 projects under construction. He said the radial 
roads and some avenues will be modernized and the entry and exit roads of the city will be 
without traffic lights. 

One of the road bridges will be built between the settlements of Guneshli and Garachukhur in 
Baku and through the bridge near Khalglar Dostlughu Metro, there will be a direct access to 
Heydar Aliyev Airport. 

He added that taxi and underground auto parkings will also be established in Baku. 

http://www. today.azlnews/business/3 6 793 .html 

Agrarcredit lends AZN 155mln in rural areas 
21 February 2007 [08:45] -Todav.Az 
Mammad Musayev, Chairman of the management Board of the Agrarcredit nonbank credit 
organization, gave a press conference on social and economic development of the regions. 

He said during three years AZN 155mln were lent to finance rural development, 5,385 projects 
were funded and 15,560 enterprises were established. 

He added the National Fund Supporting Enterprises allocates AZN 1 OOmln for rural 
development every year. 

The Organization has activities in four directions, lending loans, bank agent in financing of six 
World Bank projects, distribution of the loans by National Fund Supporting Enterprises and 
targeting agricultural vehicles bought through funding by Japanese Government. 

The organization's full year net profit was AZN 1 mln. 
As of January 1, its authorized capital made AZN 11.8mln. APA 

http://www.today.az!news/business/36790.html 

IMF to help Azerbaijan develop single methodology for budget forecasts 
21 February 2007 [08:35] - Todav.Az 
Azerbaijan's Taxes Minister Fazil Mammadov has received Vitali Kramarenko, IMF Officer for 
Middle Asia and Near East. 



Issues on tax collections in 2006 and forecasts for 2007 were discussed at the meeting, the 
Ministry told AP A. 
Minister said the country's economic growth, growing enterprises, and improved tax collection 
pushed up tax inpayments from the non-oil sector. 
Vitali Kramarenko said expressed support for efforts to reduce tax debts. 
Technical assistance to development of tax system in the country was also discussed at the 
meeting. 
The parties agreed that it is possible in the future to discuss technical assistance to development 
of a single methodology for the affect of long-run macroeconomic indicators on budget 
forecasts, improvement of VAT administrating and reduction of tax debts. 

http://www.today.az/news/business/3 678 5 .html 

KtW to extend loan to development of energy sector in Azerbaijan 
21 February 2007 [08:05] - Todav.Az 
Supervisory Control and Data Acquisition (SCADA) system installation project has continued to 
progress and completion of Phase I will be marked in afew days. 

The project was implemented by Siemens through funding by Germany's KfW Bank, 
Azerenergy press service told AP A. 
KfW Vice President will also visit Balm to meet with heads of relevant bodies and discuss new 
country strategy with Azerbaijan. 
KfW Officer in Baku Natig Abdullayev said the Bank financed two programs on rehabilitation 
of supply infrastructure in Azerbaijan. 
Negotiation between Azerenergy and KfW Bank on financing of supply line construction from 
Imishli-Azerbaijan Power Plan to Mingechevir AzIES Power Plant (195 meters) is under way. 
http://www.today.az/news/business/3 67 60 .html 

GDP per capita to reach $5,000 in Azerbaijan in 2010, National Bank says 
20 February 2007 [22:13] - Todav.Az 
Caspian Integration Business Club members met with Elman Rustamov, Chairman of the 
Management Board of the National Bank of Azerbaijan. 

Elman Rustamov told the meeting attended by representatives from bank and insurance 
organizations that Azerbaijan is a pilot in the world for its economic growth. 
GDP went up 35%, oil sector grew 60% and non-oil sector advanced 12% in Azerbaijan during 
2006. We foresee GDP per capita will double to $5,000 in 2010, he noted. 
He added that non-oil sector growth was 11 % in three years and foreign trade balance of a 
country is an important performance indicator. 
70% of the investment made in oil sector on outflow now. Repatriation of all the investments 
will be complete by mid 2009. Azerbaijan's share in profit oil will go up to 80%, he underscored. 
Rustamov also noted that national currency strengthened by 5 .1 % last year and the amount of 
long-term loans doubled. 
Our banking sector enjoyed dynamic development and performance indicators tripled within 
three years, he said. 
At the end of the meeting, Rustamov was chosen an honorary member of the club, AP A reports. 

http://www.today.az/news/business/3 67 5 5 .html 

Additional action plan on development of transport sector to be worked 
20 February 2007 [15 :56] - Todav.Az 
Azerbaijan's Transport Ministry is working out an action plan on development of transport 
sector within 2007-08. 



Ministry officer Sadraddin Mammadov told AP A that the additional plan is aimed at 
construction of 16 more road bridges besides 9 projects under construction. He said the radial 
roads and some avenues will be modernized and the entry and exit roads of the city will be 
without traffic lights. 

One of the road bridges will be built between the settlements of Guneshli and Garachukhur in 
Baku and through the bridge near Khalglar Dostlughu Metro, there will be a direct access to 
Heydar Aliyev Airport. 

He added that taxi parks and underground auto parks will also be established in Baku. 

http://www.today.az/news/business/36748.html 

Azerbaijan to export packaged sugar 
20 February 2007 [14:021 - Todav.Az 
Azer sun Holding has commissioned Caucasus Sugar Refinery in Azerbaijan. 

The Holding press service told AP A that the unique refinery spent $1 min in investment. The 
refinery came on stream in late 2006 at a capacity of 750 tons a month. The German-technology 
refinery takes granulated sugar from Imishli Refinery. 

Up to now, Caucasus Refinery sold sugar in 500g, 750g, lkg, 5kg and 25kg packets on the 
domestic market. The company intends to export packaged sugar abroad in the nearest future. 

Azeri Labor Unions Confederation offers to align minimum wage with monthly average 

[ 21 Feb 2007 17:01 ] 

Azerbaijan Confederation of Labor Unions has requested the Parliament to reconsider the 
subsistence level and social assistance criteria. 

At the first phase, the amount of social assistance should equal minimum monthly salary and 
minimum salary should reach average monthly salary, Confederation Officer Chingiz Taghiyev 
told APA. 

"Azerbaijan has joined Europe Social Charter and as per the document, the minimum salary or 
wage should be equal to average monthly pay. As of January 1, the average monthly salary was 
AZN 160.6 in Azerbaijan," he said. 

Taghiyev also said that social assistance per capita is AZN 35 and this amount is expected to 
reach AZN 40 by July 1. 

The Confederation say the energy prices hike make necessary reconsideration of subsistence 
level. The subsistence wage was set at AZN 64 in the 2007 State Budget discussed in December, 
2006. 

The utilities and transport expenses in the consumer basket jumped 64% following the recent 
price increase and inflation was 17% in January. /APA/ 

http://today.az/news/business/36874.html 

Azerbaijan's new economic icon: IT sector 
22 February 2007 [09:501 - Todav.Az 



Jnfifteenyears, Azerbaijan's revenues from the IT sector will equal to the revenues from the oil 
sector. 

This sensational and rather ambitious statement was made by the Minister of Communications 
and Information Technologies, Ali Abbasov, while speaking at the February 15 meeting of the 
Caspian Integration Business Club, an organization that unites 300 companies from 30 countries 
in the Black Sea-Caspian region. 

However, a closer look at the latest developments in Azerbaijan's economy shows that this 
statement might not be unrealistic. While attending the World Economic Forum in Davos on 
January 26-28, President Aliyev met with Microsoft CEO Bill Gates, as well as the CEOs of 
CISCO, INTEL and other hi-tech companies and invited them to invest in Azerbaijan. Following 
that, Gates announced that Azerbaijan seemed to be an attractive country for his company to 
work with. 

As Azerbaijan is rapidly expanding its GDP and gaining significant amounts of oil revenues, the 
political leadership of the country is seeking ways to diversify the economy and develop the non
oil sector to ensure sustainable growth in the future. 

Development of the IT sector and making Baku the IT hub of the region was chosen as the new 
icon of Azerbaijan's future economic model - one which will not depend on oil and gas. 

Speaking at the third anniversary of the implementation of the State Program on "Poverty 
Reduction and Economic Growth" last week, President Aliyev re-emphasized his intention to 
invest oil revenues into the IT sector and called it "a priority area." 

The President also instructed the Ministry to transform Azerbaijan into the regional center for the 
"transit of information." 

"If we manage to improve our legislative basis and implement it with transparency, we can 
succeed in making Azerbaijan the center for the transit of information between the East and the 
West," Minister Abbasov noted later. 

Minister Abbasov also stated that in order to succeed in this direction, works are being done in 
several directions. Foremost, the computer network in the country is being upgraded and 
remodeled and it is expected that by 2009, the number of computer users in Azerbaijan will more 
than double. Secondly, the government of Azerbaijan is engaged in negotiations with the World 
Bank and the South Korean Government to receive $30 million for the implementation of the E
Governrnent project in the country. 

The most ambitious project, however, is the creation of the Regional Investment Zone (RIZ), 
which in the words of Minister Abbasov, is already underway. An American company was 
selected to consult with the Ministry in its execution. It is planned that the packet of suggestions 
on the establishment of RIZ will be submitted to the Parliament in March. The packet will 
include suggestions on how to change the fiscal and monetary policy of the state, as well as 
customs tariffs, taxes and legislative acts in order to simulate the development of the IT sector in 
the country. 

As part of the development of the IT sector, it is planned also to expand the human resources in 
the country by creating an IT university, sending Azerbaijani students abroad and improving the 
quality of education at local colleges. At the same time, by the end of 2008, the whole country 
will be provided with telephones based on a digital system. Abbasov recently also announced 



that the state companies Aztelecom and Baktelecom will be privatized as another step towards 
the development of a dynamic IT and telecommunications sector in the country. Aztelecom, a 
natural monopolist in the country, uniting 54 companies, will be privatized to stimulate the 
competition in the IT sector. 

The growing potential of Azerbaijan's IT sector was felt recently when a "war of hackers" 
erupted between Azerbaijan and Armenia. Minister Abbasov warned the Armenian side that, 
"Azerbaijan's technological capabilities are several times higher than the ones of Armenia. So 
Armenian hackers should stop destroying websites in Azerbaijan, otherwise they will regret it." 

Last year, Minister Abbasov traveled to the U.S. to launch his campaign on turning Azerbaijan 
into the IT hub of the Caspian region and subsequently came up with the idea of creating a 
"Technopark" in Azerbaijan. Although Azerbaijan was never a center of communications and 
technologies during Soviet times, the opportunity is ripe now to change the country's image for 
future decades. 

http:/ !today .az/news/business/3 6863 .html 

Azeri Leasing made investment of AZN 16.3mln last year 
22 February 2007 [08:45] - Todav.Az 
Azeri Leasing Company has made investment of AZN 16.Jmln to the economy in 2006. 

Director Jeyhun Naghiyev told APA that the cumulative leasing operations portfolio (excluding 
upfront payments) made up $41.235mln, as of January 1. 
Azeri Leasing concluded 241 agreements with customers and 229 leasing operations were 
carried out last year. The leasing portfolio went most to transport sector with 117 agreements 
worth $9,832,390 and least to the banking sector. 

Absheron Economic Zone was active (65.2% or AZN 19.65mln) and Guba-Khachmaz region 
was passive (0.2% or AZN 50,000). 
Azeri Leasing was established in 2004. The company's authorized capital stood at AZN 700,000 
as of January 1. 

http://today.azJnews/business/36859.html 

EBRD to render technical assistance to National Bank 
22 February 2007 [08:40] - Todav.Az 
The National Bank of Azerbaijan requested the EBRD to render technical assistance in 
implementation of the project on expansion of the use of business and people 1s financial 
resources in the country, said Chairman of the Management Board of the National Bank of 
Azerbaijan, Elman Rustamov. 

He said the issue was discussed with the EBRD mission visited Azerbaijan, AP A reports. 

"The European Bank can give some support in development of draft strategy for 2007-10. 
Technical assistance related to the projects on creation of agrarian banks, payment services, 
utilities payment and non-bank loans can be rendered as well," he said. 

http://today.az/news/politics/36850.html 

Ambassador to Jordan meets with Agriculture Minister 
22 February 2007 [07:55] - Today.Az 



Azerbaijani Ambassador to Jordan Elman Arasli met with Agriculture Minister of the country, 
Azerbaijani Embassy in Jordan informs. 

They discussed trade turnover between the two countries, exchange of experience and plan to be 
signed for cooperation in the field of agriculture, AP A reports. 

http ://today .azJnews/business/3 6845 .html 

US-Azerbaijan ICT Forum to be held March 1 
22 February 2007 [07:25] - Today.Az 
The second US-Azerbaijan JCT forum will be held in the USA by Azerbaijan Consulate General 
in Los Angeles. 

Azerbaijan Communications and Information Technologies Minister will make a keynote speck 
at the event, AP A reports citing US-Azerbaijan Chamber of Commerce. 

Representatives from a number oflCT companies of Azerbaijan will attend the forum. 

http://today.azJnews/society/36840.html 

Azerbaijani culture days to be held in Komi 
22 February 2007 [07: IO] - Toclay.Az 
The aim of the Azerbaijani delegation's visit to Kami Republic was to solve our compatriots' 
problems, formation of Diaspora and development of relations between Azerbaijan and Kami in 
different spheres. 

Azerbaijani Consul General to St. Petersburg Gudsi Osmanov, who led the delegation met with 
State Council chairman of Komi Republic Vladimir Torpolov. Interior Minister ofKomi Silayev 
and chief of the Federal Migration Service Maksimov also participated in the meeting. 
Osmanov and Torpolov discussed development of bilateral relations in economic, social, cultural 
and other spheres. 
They agreed on holding Azerbaijani days in Komi Opera and Ballet Theater with participation of 
Azerbaijani and local art figures. Torpolov underlined that there are a number of nations and said 
a lot of Azerbaijanis live in Vorkuta, Ukhta and Usinsk. 
The sides approved the suggestion on fraternization of the cities of Siktivkar, Vorkuta, Ukhta 
and Usinsk ofKomi Republic with Azerbaijan's cities. 
Gudsi Osmanov also had one-on-one meetings with Interior Minister of Komi Silayev, chief of 
Federal Migration Service Maksimov and Prosecutor General Shuklin and they discussed the 
process of legalization of Azerbaijani living in Komi. 
The consul general, Komi Parliament speaker Besnosikov and Culture and National Policy 
Minister Bobrova discussed the opening of Azerbaijani Sunday schools, holding culture days and 
exchange of students. 
The delegation was composed of Azerbaijani consul general to St. Petersburg Gudsi Osmanov, 
consul of Azerbaijani Consulate General Gunesh Rustemzade, Deputy Chairman of Russian 
Azerbaijani Congress Gunduz Hamzayev, executive director of St. Petersburg department of 
Azerbaijani National and Cultural Autonomy Akif Gasimov and Archangelsk regional 
department chief of Azerbaijan National Congress Jamil Aliyev, AP A reports. 
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President Aliyev issues executive order on BTAK implementation 
21 February 2007 [22:52] - Toclav.Az 



Azerbaijan's President I/ham Aliyev issued an Executive Order on the implementation of the plan 
of complex measures for the Baku-Tbilisi-Akhalkalaki-Kars railway project. 

Under the executive order, a state commission has been established for restoration and 
reconstruction of section Marabda-Akhalkalaki of the Baku-Tbilisi-Akhalkalaki-Kars railway 
project, financing the section from Akhalkalak to Turkey's border as well as for efficient control 
for other activities in connection with the project. 
The state commission is composed of Transport Minister Si ya Mammadov, First Deputy Finance 
Minister Ilgar Fetizadeh, Deputy Foreign Minister Khalaf Khalafov, Deputy Economic 
Development Minister Niyazi Safarov, and Executive Director of State Oil Fund Shahmar 
Movsumov, State Railway president Arif Askerov and head of Board of Managers Jahangir 
Hajiyev. 
The transport Ministry will coordinate the implementation of the plan of measures for the Baku
Tbilisi-Akhalkalaki-Kars railway project. 
Relevant commission of Georgia will be loaned $200m to finance the construction. The state oil 
Fund will finance the construction of the railway. 
The Cabinet and the Transport Ministry are to prepare a state program for railway infrastructure 
development and submit to the Preisdent within a month, President's press service told the AP A. 

http://today.az/news/business/3 6827 .html 

Bill on construction-savings bank to be sent to government 
21February2007 [22:43] -Today.Az 
National Bank of Azerbaijan may introduce the bill on establishment of construction-savings 
banks in the country to the Government in March. 

Chairman of the Management Board of the National Bank, Elman Rustamov, said the work on 
the bill is about to be complete. 
Germany's scheme was used in developing the bill. The savings is accumulated for three years 
and the depositor is lent a mortgage loan after 3 6 months, he said. 
Rustamov said the scheme will facilitate mortgage lending through the funding from the State 
Budget. 
The bank's finances can be placed in the form of T-bills and notes. Prudential standards are being 
developed for establishment of the banks. The limit on these banks' capital will not be severe and 
will be similar to the banks opened with the capital of AZN 1 Omln, he underscored, AP A reports. 
http:/ !today .az/news/business/3 6825.html 

104MW power plant to be opened in Baku 
21 February 2007 [22:41] - Today.Az 
104MW Baku Multi-Fuelled Power Plant will be opened on Wednesday. 

Azerenergy, the Azerbaijan national electricity company, told APA that the multi-fuelled 
generating plant was installed by Wartsila Corporation. Azerbaijani president Ilham Aliyev is 
also expected to take part in the official opening ceremony. 
Azerenergy ordered five power plants, all based on multiple Wartsila 34SG gas-engined 
generating sets. The power plants, located in (87MW) Astara, Khachmaz, Nakhchivan and 
Sheki, have all been commissioned during 2006. 
In addition, Wartsila Corporation was in December 2006, awarded a contract by Azerenergy, the 
Azerbaijan national electricity company, to deliver a multi-fuelled generating plant for a 
300MWe power plant to be located at Sangachal, 50 km south of the capital Baku. 
The plant will be equipped with 18 generating sets each powered by an 18-cylinder W mtsil.n 
50DF engine, delivering 17 MW. 



Wartsila will also deliver the power plant design, other principal equipment and all building 
materials, while undertaking supervision of the building and equipment installation. 
Wartsila's SODF engines give the plant considerable fuel flexibility. The engines will primarily 
run on natural gas, with a small quantity of pilot liquid fuel for ignition. However, it will also be 
possible to switch the engines over to heavy fuel oil if there is a problem with the gas supply, 
and the engines can also use light fuel oil. The engines will deliver the same power on all three 
fuels. 
The plant is scheduled to be fully operational in October 2008. 

http://today.az!news/business/36888.html 

Six documents signed between Azerbaijan-Moldova 
22 February 2007 [ 18:50] - Today.Az 
The second meeting of Azerbaijan - Moldova intergovernmental economic commission was held 
today in the Cabinet of Ministers. 

The co-chair of the commission, Moldovan Trade and Economy Minister Igor Dodon noted that 
this is the first official visit of Moldovan government to Azerbaijan. Saying that they want to 
expand Moldovan-Azerbaijani relations, the minister noted they are interested in import and 
export of products from our country. He said that they are ready to constructive dialogue with 
Azerbaijani government. 
According to the minister, Azerbaijan can cooperate with Moldova in the sphere of agriculture, 
industry and technology. Stressing that Moldova is oil and gas poor country, Mr. Dodon said his 
country imports approximately 70% of energy deliverers from foreign countries. He offered 
Azerbaijan to important tractors from Moldova. 
Azerbaijani co-chair of the commission, first Deputy Premier Yagub Mammadov noted that 
cooperation of Azerbaijan and Moldova will be discussed in the business forum to be held on 
Friday. 
Eyyubov stated that Azerbaijani side will try to adopt decision satisfying both sides in order to 
expand cooperation in suggested fields. 
At the end of the meeting six documents were signed between Azerbaijan and Moldova. These 
are intergovernmental agreements on geodesy, cartography, cadastre, geoinformation and 
distance study of land; Migration and Protection of environment; and three cooperation 
agreements signed between statistics institutions, health and finance ministries of both countries. 
APA 
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Baku hosts Azerbaijan-Moldova Business Forum 
23 February 2007 [ 15: 15] - Toclav.Az 
Friday, Azerbaijan-Moldova Business Forum was held in Baku by Azerbaijani Economic 
Development Ministry and Azerbaijan Export and Investment promotion Foundation. 

The event was attended by Azeri Deputy Premier Yagub Eyyubov, Economic Development 
Minister Heydar Babayev, Moldovan Prime Minister Vasile Tarlev, Moldova Commerce and 
Industry Chamber Chairperson Georgia Kuku and over 40 businesspeople engaged in non-oil 
sector in the both countries. 
Yagub Eyyubov said the forum will play an important part in building relation and deepening 
cooperation between the two countries, AP A reports. 
Vasile Tarlev said his country have created great opportunities for foreign investors and 
businesspeople. 



"Our Government attaches great importance to real economy. We plan to carry out a number of 
reforms in taxation system this year and this will pave the way for expansion of business ties, 11 he 
said. 
Chairperson of Moldova Commerce and Industry Chamber briefed the participants about 
investment climate and opportunities in his country. 

http://today.az!news/politics/36959.html 

Moldovan Premier: "We offer Azerbaijan to create joint ventures" 
23 February 2007 [16:03] - Todav.Az 
The Governments are not satisfied with goods turnover between Azerbaijan and Moldova, 
Moldovan Prime Minister Vasile Tarlev told at joint business forum held in Baku. 

"Commodities turnover between the countries is $5mln. Although the figure rose 1. 7% from the 
previous year, it is not satisfactory. We offered the Government of Azerbaijan to create joint 
ventures in agrarian, tourism, oil, non-oil, ICT and other sectors. Moldovan Government, too, is 
ready to create the necessary environment for Azeri companies, 11 he noted. 
He added that the bilateral commission suggested yesterday to establish trade houses in Baku 
and Chisinau and open flights between the capitals, AP A reports. 
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Remittance to Georgia from Azerbaijan beats $2.851mln 
23 February 2007 [l 4:29] - Todav.Az 
During 2006 a total of US $2,851,376 was transferred to Georgia from Azerbaijan, compared to 
some $2.257mln a year earlier. 

National Bank of Georgia told that a total of $721,064 was transferred to Azerbaijan from the 
country, as against $2.042mln in 2005. 
Georgia received total remittance of $544.65mln from abroad and transferred $131.45 lmln 
abroad during the year, APA reports. 
http ://today .azlnews/business/3 69 54 .html 

German Ambassador: "Germany won't sign individual energy cooperation agreement with 
Azerbaijan" 
23 Fcbmary 2007 [14:21] - Todav.Az 
Germany is not going to sign an individual agreement on energy cooperation with Azerbaijan, 
German Ambassador extraordinary and plenipotentiary to Azerbaijan Per Stankina stated. 

The Ambassador said Azerbaijan already has an agreement with the EU on energy security 
cooperation, AP A reports. 
"Azerbaijan has signed a deal on energy security cooperation with the EU. It means the 
agreement has been signed with Germany as an EU member state. So, Germany doesn't plan to 
individually conclude any agreement with Azerbaijan in this field," he said. 
http://today.az!news/business/36952.html 

Boeing and Azerbaijan Airlines Finalize Order for 787s and 737s 
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Boeing (NYSE: BA) and Azerbaijan Airlines have signed an order for three 787-8 Dreamliners 
and two Next-Generation 737-900ERs (Extended Range). 



Azerbaijan Airlines, based in Baku, Azerbaijan, becomes the first airline throughout the 
republics of the former Soviet Union to orderthe 787 and the 737-900ER. The order is valued at 
$609 million at list prices. 
"This order is a momentous step in our history," said Jahangir Askerov, director general of 
Azerbaijan Airlines. "With the twin-aisle 787, we will enter the long-haul market for the first 
time. By expanding our fleet with long-haul twin-aisle airplanes, we will offer our customers 
many more choices for far-away destinations. We are eager to enter this new chapter in our 
proud history, and are delighted to do it with the most capable and comfortable airplanes in the 
world. 11 

The carrier will operate the 787 on routes to the East, Southeast Asia and North America. The 
73 7-900ERs will be placed on routes to Europe, Russia and other regional destinations. 
"We are proud of our partnership with Azerbaijan Airlines," said Craig Jones, Boeing vice 
president of Sales for Central Asia and Russia. 
"Since Azerbaijan Airlines took delivery of its first Western-built aircraft in 2000, a Boeing 757, 
we have worked very successfully with Azerbaijan Airlines. We look forward to being a valued 
contributor to its future success. We are confident the 787 and 737-900ER will be powerful tools 
that allow Azerbaijan Airlines to continue its leadership and expand its services for passengers." 
Azerbaijan Airlines selected the General Electric GEnx engine to power its 787s. 
Launched in April 2004, the 787 Dreamliner is the world's newest and most technologically 
advanced commercial jetliner. It offers a broad inventory of innovations that make it more fuel 
efficient, more economical for airlines and more comfortable for passengers. 
The 787 will use 20 percent less fuel than today's airplanes of 
comparable size and provide airlines with up to 45 percent more cargo revenue capacity. Its long 
range allows carriers to offer passengers the point-to-point service they prefer, bypassing 
inconvenient connections at crowded hub airports. 
The first flight of the 787 is scheduled for 2007, with entry into service in 2008. With 468 orders 
from 3 7 customers around the world, the Dreamliner is the most successful new airplane 
introduction in history. 
The 737-900ER is Boeing's newest addition to the popular line of 737 single-aisle aircraft. 
Boeing launched the 737-900ER in 2005 as a higher-capacity, longer-range complement to the 
737 family. The 737-900ER is the largest member of the Next-Generation 737 airplane family. 
It seats up to 215 passengers and flies up to 3,200 nautical miles (5,900 kilometers), making the 
range comparable to the 737-800. 
The 737-900ER features Blended Winglets, which enable an additional three to five percent 
improvement in fuel efficiency. 
The 737-900ER shares the same industry-leading reliability of the other Next-Generation 737 
series models. The Next-Generation 737s are ten years newer and fly higher, faster and farther 
than competing models. 
Boeing has sold nearly 3,700 Next-Generation 737s, and has a backlog exceeding 1,500 
airplanes worth nearly $100 billion. 
/PRN ewswire-FirstCall/ 
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Oil climbs above $60 on Iran report 
23 February 2007 [09:20] - Todav.Az 
World crude oil prices jumped above $60 per barrel after stronger-than-expected falls to some 
US energy stockpiles, and as the US expressed disappointment at an apparent failure by Iran to 
suspend its nuclear programme. 

In London, the price of Brent North Sea crude for April delivery rallied 90 cents to $60.25 per 
barrel in electronic deals. 



New York's main oil futures contract, light sweet crude for delivery in April, advanced 83 cents 
to $60.90 per barrel in pit trading. 
Government data showed that crude oil reserves surged by 3.7 million barrels in the week ending 
February 16 to 327.6 million barrels, the Department of Energy said. Analysts had predicted a 
gain of just 1.3 million barrels. 
However, the report also showed that distillate inventories, which comprise heating oil and 
diesel, fell 5 million barrels to 128.3 million over a week in which much of the US was gripped 
by a cold snap. 
Prices rose as the United States voiced disappointment after a UN watchdog report concluded 
that Iran has not bowed to international demands to suspend uranium enrichment. 
'We have recently received the report. We are disappointed that Iran has not complied with (UN) 
resolution 173 7,' said White House national security spokesman Gordon Johndroe. 
'Iran has not suspended its enrichment-related activities,' the International Atomic Energy 
Agency said in a report. RTE Business 
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New gas well brought online in Guneshli Field 
23 February 2007 [08:35] - Todav.Az 
The fourth gas well has been brought online in Guneshli Field. 

SOCAR told APA-Economics that the 3, 157meter-deep well produces 300,000 cum of gas a 
day. 
Bayil Limani Offshore Exploration Unit Chief Farhad Mammadov said the drilling plan has been 
doubled to 60, 700 meters for 2007. 
20 wells are planned to come online this year. Gas production reached 10. 7mln cum in Guneshli 
Field last year. 
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Radio program to be broadcasted in Azerbaijani language in Canada 
23 February 2007 [08:30] - Toclav.Az 
A radio program will be broadcasted in Azerbaijani language in Montreal, Canada from 
February 25. 

The program will be broadcasted every Sunday from 9.00 to 9.30 (local time) on CKDG 105.l 
FM, State Committee for Azerbaijanis Living Abroad told the AP A. 
The listeners will be informed about Armenian-Azerbaijan conflict, and savagery committed by 
Armenians against Azerbaijanis. 

http://today.az.lnews/business/36929.html 

BTK's technical and economic assessment to be complete in May 
23 February 2007 [07:50] - Today.Az 
Yuksel Domanic will have completed technical and economic assessment of the Georgian-part of 
Baku-Tbilisi-Akhalkalak-Kars railway project in mid May, said Azeri Deputy Minister Musa 
Panahov. 

He said a contest will be announced within two months and the construction activities in Georgia 
will commence in early summer, adding that situation has become stable after Russian military 
units were withdrawn. 
Some forces want to impede the project in Javakhetiya. Georgia guaranteed that no problem will 
appear, he said. 
On Wednesday, Azerbaijani President Ilham Aliyev issued a decree to accelerate work on the 
project and set up an intergovernmental commission, AP A Economics reports. 
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ADB mission arrives in Azerbaijan 
23 February 2007 [07:05] - Todav.Az 
Asian Development Bank mission for transport has arrived in Azerbaijan on February 22. 

The mission led by Hong Wang, evaluation specialist, will review the Highway Improvement 
Project. 
The project is aimed at construction of Masalli-Astara road, and improvement of border 
infrastructure in Astara. 
AIB will allocate some $200,000 to finance the project as from the first quarter of this year. The 
mission will also consider a number of road projects during the one-week visit. APA 
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Azerbaijan offers talks on natural gas supply to Israel 
22 February 2007 [20:33] - Today.Az 
The Azerbaijani government is willing to supply gas to Israel through the Tbilisi-Baku-Erzurum 
pipeline. 

The government of Azerbaijan has invited Israel to begin negotiations on the supply of natural 
gas. 
Speaking at a recent meeting with Minister of National Infrastructures Benjamin Ben-Eliezer, 
Azerbaijan's Minister for Economic Development Heidar Babayev said that his government was 
willing to supply gas to Israel through Tbilisi-Baku-Erzurum pipeline. 
Israel currently receives natural gas from Yam Thetis gas field off the Ashkelon coast, with the 
supply of gas from Egypt's East Mediterranean Gas Company (EMG), in which Joseph (Yossi) 
Maiman is a partner, due to begin 2008. 
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Canadian company produces 13t gold from Soyudlu field in occupied Kelbejer region 
22 February 2007 [18:52] - Tod!1y.Az 
Canadian company First Dynasty Mines (FDM) has produced near l 3t gold in Azerbaijani 
Kelbejer region occupied by Armenians in last 4 years. 

FDM Company plans to invest $12mln to gold extraction field of Armenia. 

Besides, Armenian government carries negotiations with World Bank International Finance 
Cooperation and other foreign banks to involve new investments to the gold extraction in 
occupied Azerbaijani territories. Canadian company has invested $22.lmln to the gold extraction 
in occupied lands up to last year. In general FDM allocated $4mln for geological exploration in 
Armenia and occupied Azeri territories. 

Soyudlu field is in the territory of Kelbejer region of which 73% has been occupied by Armenia. 

The exploitation of the field had been stopped in 1992. It was restored by the US experts in 
1996. They found out 40t gold in the field. Armenian Industry and Tourism Minstry signed an 
agreement worth 63.3mln with FDM in September 1997. Markus Randolph, "Sterlite Gold 
LTD," owns the assets of FDM. FDM acquired a 50% stake in Armenian state organization 
"Ararat Gold Recovery Company" in 1998 and began gold extraction. The company acquired the 



rest 50% stake in 2002 and became a wholly owner of Armenian company. 1200 FDM officers 
are working in the occupied lands and in Armenia. Their average monthly salary is $150-190. 
Most of entrepreneurs are Indians, Ecology and Tourism Ministry told AP A 
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Baku and Sumgait Power Networks not to be under control of foreign companies 
24 Fcbrnary 2007 [07:10] - Todav.Az 
Baku and Sumgait Power Networks will not be under control of foreign companies, said Deputy 
Premier Yagub Eyyubov. 

This issue is not on agenda and probably will not be in the nearest future, he noted. 
He denied the rumours that Russia's RAO UES and Germany's Siemens will control the power 
networks in Azerbaijan. 
In late 2006, Azerbaijan terminated the 25-year agreement with Barmek Company who 
controlled Baku and Sumgait Electricity Networks, AP A reports. 
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Azerbaijan not to reconsider energy prices, Deputy Premier says 
24 February 2007 [07:50] - Todav.Az 
Azerbaijan is not expected to reconsider energy prices as the prices were increased in January, 
said Deputy Prime Minister Yagub Eyyubov. 

As to the rumours that gas prices will be increased in April, Eyyubov didn't rule out discussion 
on gas fees. 
We have not considered this issue yet. Any minister can not increase tariffs in his field. The 
Tariff Council [State Price Regulator] can make a decision on price rise, he noted. 
Yagub Eyyubov also added that power supply lines and grids will be completely modernized at 
the president's behest, APA-Economics reports. 
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Japanese government grants $523,614 for 6 projects in Azerbaijan 
24 February 2007 [09:05] - Todav.Az 
On the 27th of February the Signing Ceremony of Grant Contracts of six projects within the 
framework of Grassroots and Human Society Grant Assistance Programme of the Government 
of Japan will be held at the Residence of the Ambassador of Japan to the Republic of Azerbaijan. 

The six projects include: the Project for Reconstruction of School # 17 in Kishlak Area in Sheki 
City, the Project for Rehabilitation of Secondary School in Boshchallar Village in Imishli region, 
the Project for Rehabilitation of School in Sigirli Village of Kurdamir Region, the Project for 
Renovation of School in Dagli Village in Guba Region, the Project for Improvement oflrrigation 
System in 5 villages in Barda Region, and the project for provision of Equipment for Boarding 
School #1 in Ganja City. 
Total amount of the Japanese Grant Assistance for the six projects is $523,614. The grant 
contracts will be signed by the Ambassador of Japan to Azerbaijan Tadahiro Abe from the 
Japanese side, and by the directors of six NGOs from the Azeri side, the embassy told the AP A 
http://today.azlnews/business/3 7007 .html 

Azerbaijan's ICT Minister to visit US 
24 February 2007 [09:55] - Today.Az 



Azerbaijan's Communications and biformation Technologies Minister Ali Abbasov will be 
visiting the United States on February 27-28 at the invitation of Craig Barrett, chairman of 
GAID and the board of Intel Corp. and GAID Executive Coordinator Sarbuland Khan. 

The Ministry press service told AP A that will deliver a speech at the 2nd meeting of the Strategy 
Council of the UN Global Alliance for ICT and Development to be organized in Santa Clara, 
California. 
Ali Abbasov will lead a delegation composed of the representatives from ICT companies, 
nongovernmental organizations and Azerbaijan National Academy of Science. 
The delegation will also attend a number of events to be held in Los Angeles and Santa Clara, 
including the second US-Azerbaijan ICT business.forum. Mr. Ali Abbasov will deliver a keynote 
speech on Regional llUlovation Zones and Priorities of Azeri Economy. 
He will also deliver a speech at California Chamber of Commerce and meet with the leadership 
of Intel, Cisco and other companies within the scope of the visit. 
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Trade houses to open in Baku and Kishinev 
24 Febmary 2007 [10:05] - Todav.Az 
Moldovan trade house will be opened in Baku and Azerbaijani trade house will be opened in 
Kishinev, Moldovan Prime Minister Vasile Tarlev told journalists. 

He said that they reached an agreement on opening trade houses with Azerbaij ani leadership. 
The Premier noted that exhibition of Moldovan goods will also be opened in Azerbaijan, APA 
reports. 

http://today.az/news/business/37014.html 

Azeri economy continues to grow 
24 February 2007 [ l 0:25] - Today.Az 
According to Azeri State Statistics Committee, foreign investment reached USD 4. 6 billion in the 
country in 2006. 

Out of this, approximately USD 3.7 billion (79.9 percent of total investments) are direct foreign 
investments and USD 807.5 million are in foreign loans. 
About USD 280.5 million was invested by foreign and joint Azeri-foreign companies in Azeri's 
oil sector reports the Russian news agency Regnum. 
Azerbaijan's is the most rapidly developing economy in the world and achieved 26 percent 
growth in 2006, reports the news agency. In the first month alone of 2007, Azerbaijan's GDP 
reached USD 1.9 million. This is 46.8 percent more compared to Janaury 2006. 
According to the Azeri administration's prognosis, the GDP is expected to grow by an additional 
16.3 percent compared to 2006. The Messenger 
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Azerbaijan's investment climate to be promoted in Oslo 
24 February 2007 [10:30] -Today.Az 
Azerbaijan Export and Investment Promotion Foundation (AzPromo) intends to organize an 
investment-promotion conference in Oslo next week. 

AzPromo President Emil Majidov said the conference will deliver information about the 
investment environment and business legislation of Azerbaijan. 
He said the same event will also be held in Austria and Slovakia on March 12, 13 and 14 and in 
Dubai in early April. 



AzPromo intends to organize more than 25 business forums and investment-promotion 
conferences during this year. APA-Economics 
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Moldova, Azerbaijan to set up joint ventures to process agri-food products 
25 February 2007 [13:43] - Todav.Az 
Moldova and Azerbaijan will set up joint ventures to process agri-food products, especially 
meat, milk and grapes. 

This decision was approved during a today's Moldovan-Azeri forum of business people, held in 
Baku within a two-day official visit to Azerbaijan by Premier Vasile Tarlev. 
The Azeri business people showed interest in an offer to buy Moldovan wines and eventually 
make investments in Moldova's oil industry. 
Participating in the forum, Prime Minister Vasile Tarlev has said Moldova will do its utmost so 
that the foreign investors feel in Moldova as well as in their own country. There are certain 
obstacles in the Moldovan fiscal policy, but they will be removed, the premier said. 
Tarlev stressed that, in 2006, Moldova became a member country of the Central European Free 
Trade Agreement-2, and has already an asymmetric preferential trade regime with nine 
countries, and about 2,000 names of Moldovan goods have access to the European Union's 
market without customs duties. 
At the same time, the premier said, to foster the Moldovan-Azeri relations, it is very important to 
open an Azeri trade house in Moldova and a Moldovan one in Azerbaijan, to inaugurate an air 
route and a bus route Chisinau-Baku, as well as to create optimum conditions for the 
collaboration between the two countries' business people. 
Azeri Economic Development Minister Heydar Babayev welcomed the two states' intention to 
collaborate in the economic area, and said that there are many mutual advantages in this respect. 
Referring to his country, Babayev said that ,in 2006 , Azerbaijan was a world leader as regards 
the increase in the Gross Domestic Product. He also said 25,000 new jobs were created in 
Azerbaijan, and the business climate improved. 
At the forum, economic missions' representatives ruled to organise Azerbaijan's Days in 
Chisinau next October and Moldova's Days in Baku in 2008. 
In 2006, the foreign trade between Moldova and Azerbaijan amounted to 6.6 million dollars, of 
which exports - 4.8 million dollars, - 1.3-fold more than in 2005. 
/MOLD PRES/ 
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Person robbing IMF office in Azerbaijan detained 

[ 27 Feb 2007 15:39 ] 

The person committed theft in International Monetary Fund Office in Azerbaijan on 
February 3-5 has been detained, Interior Ministry pres service told the AP A. 

The man, who stole four computer hard drives and other equipment from the IMF Office in 
Baku, is Azer Azimov, head advisor of Finance Ministry State Budget sector. 
Interior Ministry's Top Investigation Department, Nasimi Police Department and National 
Security Ministry officers found out that Azer Azimov committed the theft through key. The 
investigation of the criminal case is under way. 
Stolen equipment has not been returned to IMF office yet, it is kept in investigation bodies as 



evidence. 
IMF Office is housed on the third floor of the five-storied building of the Finance Ministry, 
which is always under police control. I AP Al 
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Khojaly genocide of 15 years ago marked today 
26 February 2007 [12:26] - Todav.Az 
The 15th anniversary of Khojaly genocide is marked today. 

Commemorative events, mass protest actions are held on this occasion in Azerbaijan and 
different countries of the world, AP A reports. 

Armenian Armed Forces with help of the USSR 366th Motor Rifle Regiment committed 
massacre in Azerbaijani town of K.hojaly at the night of February 25 to 26. 613 civilians, 
including 63 children, 106 women, 70 elderly were killed atrociously, their head were cut, 8 
families were perished, 25 children lost both parents, 130 children lost one of the parents, 487 
were wounded (76 of them were children), 1275 were captured, 150 missed as a result of the 
genocide committed by the 2nd battalion of 366th regiment under the command of Major Seyran 
Ohanyan's (Seyran Ohanyan is "defense minister" of separatist Nagomo Karabakh regime now), 
3rd battalion under the command ofYevgeny Nabokhi, battalion #1 under staff chief Valery 
Chitchiyan and over 50 Armenian officers and ensigns. Damages amounting at 5 billion rubles 
(01.04.1992) were inflicted to the government and people's property. 

Azerbaijani Parliament declared February 26 Day ofK.hojaly genocide. 
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Azerigas receives 25m cu m of Shah Deniz gas 
27 February 2007 [09:20] - Todav.Az 
25m cubic meters of natural gas have to date been delivered to Azerigas, the national grid, from 
Shah Deniz gas and condensate field after the restart. 

Azerigas Chairperson Alikhan Malikov said that the amount of deliveries will go up in the 
nearest future. 
The first Shah Deniz gas from well SDA-01 came on December 15, 2006. Total daily gas 
production capacity of the well is 5.6m cubic meters of gas and 2.5bn cubic meters of 
condensate. 
The Field is expected to produce 5.5bn cubic metres of gas this year. This year Shah Deniz Field 
will deliver 2.5bn cum of natural gas to Azerbaijan for domestic use, 2.8bn cum of gas to 
Turkey and 0.25bn cum of gas to Georgia (transit tax). 
Gas output in Shah Deniz Field was indefinitely suspended on Monday, Jan. 22. 
Technical failure had occurred in the first well in early January which resulted in gas leakage. On 
Jan. 14 the production was resumed for an after-repair trial. However, it was decided to shut in 
the well again to carry out remedial work on Jan. 22 for complete elimination of the failure. 
BP is the 25% owner and operator of Shah Deniz, which is believed to contain 1 trln cubic 
metres of gas, making it the largest gas discovery ever made by the group. Shah Deniz gas is 
pumped to Turkey via Georgia, onward to Europe through Baku-Tbilisi-Erzurum pipeline, AP A 
reports. 

http://today.az/news/politics/3 7113 .html 



Kazakhstan's Premier to visit Azerbaijan 
27 February 2007 [17:45] - Today.Az 
Kazakhstan's Prime Minister Kerim Mesimov met with Azerbaijani Foreign Minister Elmar 
Mammadyarov. 

The ministers mainly discussed the expansion of cooperation in economic sphere, as well as in 
oil-gas and transport sector. 

Noting that the economy of the two countries is developing, Mesimov stressed Kazakhstan and 
Azerbaijan can cooperate. 

Azerbaijani Foreign Minister noted that there is no controversy between the two countries and 
the positions of the countries mainly coincide. 
Mammadyarov said Azerbaijan supports Kazakhstan's intention to chair the OSCE in 2009. 
At the end of the meeting Elmar Mammadyarov presented Azerbaijani Prime Minister Artur 
Rasizade's invitation letter to Kerim Mesimov. 
Mesimov accepted the invitation. The date of the visit will be specified through diplomatic 
channels, AP A reports. 

http://today.az/news/business/3 7116 .html 

Japanese, French and Austrian companies offer to create household effluents processing 
plant in Azerbaijan 
27 February 2007 [21 :36] - Todav.Az 
Azerbaijan Economic Development Ministry is considering a number of companies' proposals on 
household effluents processing plant construction project. 

Minister Heydar Babayev told Japanese Ebara, French Klim and Austrian Efoen officially 
applied for the project. 
Besides, Mitsubishi offered to produce gas from household effluents, AP A reports. 
"Another company said it can generate electricity from effluents. We are considering all 
proposals. We have chosen a consulting firm and the process will go on by this summer," he 
noted. 
Baku discharges 775,000 tons of household effluents a year. 

http://today.az/news/po litics/3 7118 .html 

President issues executive order on State Program on resorts 
27 Fcbrnary 2007 [21 :411 - Todav.Az 
Today Azerbaijani President llham Aliyev issued an executive order on State Program on 
Azerbaijani Resorts. 

Economic Development and Health Ministries are to take into account the proposals of the Labor 
Union Confederation and to work out draft State Program within three months and submit it to 
Azerbaijani President, AP A reports. 
The executive order envisages involvement of local and foreign investments to the development 
of Azerbaijani resorts, forming an infrastructure in line with modem standards to provide 
Azerbaijanis and foreigners with health and vacation resorts, working out of development for 
2007-2017. The Cabinet of Ministers has been assigned to implement the executive order. 
http://today.az/news/business/3 7121.html 

This year real economic growth to surpass forecasted 29. 7% 



27 February 2007 [21 :50] - Toclav.Az 
The share of the private sector in gross domestic product generation has reached 81% and the 
number of legal entities engaged in entrepreneurship exceeded 73, 000 in Azerbaijan, Economic 
Development Minister Heydar Babayev stated. 

74.3% of these legal entities established small enterprises and over 4,000 foreign investment
based companies were registered in the country, APA reports. 
The number of individual bodies engaged in entrepreneurship climbed 13.5%, year-over-year, to 
237,000. 
Babayev also underscored great achievements in improvement of investment climate and 
attraction of investment influx into the non-oil sector during 2006, saying capital investments 
jumped 14.8%. 
A total of $36.7bn were invested in the economy during the period of 1995-2006, of which 
$25.7bn (more than 70%) were foreign investments. 
The minister insisted that real economic growth will surpass the forecasted 29.7% in 2007. 

http://today.azlnews/politics/3 7130.html 

Japanese government and Azerbaijani NGOs sign contracts 
28 February 2007 [07:05] - Todav.Az 
The government of Japan and six Azerbaijani NGOs today signed contracts on the projects 
concerning reconstruction and construction of five schools and irrigation system. 

Ambassador Extraordinary and Plenipotentiary of Japan to Azerbaijan Tadahiro Abe said that 
the embassy functioning in Azerbaijan since 2000 implemented 91 projects up to $5,861,492 
within the framework of "Grassroots and Human Society Grant Assistance Programme". 
Azerbaijani Education Minister Misir Mardanov thanked the government of Japan as most of 
these projects were connected with education, AP A reports. 
The Minister noted that the contracts signed today are about the reconstruction of schools in 
Imishli, Kurdemir, Sheki and Guba regions and supplying a school in Ganja with equipment. 
Linking Japan's rapid development after the World War II with attaching great importance to 
education Misir Mardanov said that Azerbaijan also pays great attention to this sphere. 
"AZNlOOm has been allocated to the construction, reconstruction of schools and their provision 
with equipment. 150 schools in Azerbaijan will be reconstructed at the expenditure of the state 
budget," the Minister said. 
Contracts on six grant projects the total amount of which is $523,614 were signed at the end of 
the event. Ambassador Tadahiro Abe signed the contracts from the Japanese side. 
http://today.azlnews/business/3 7131.html 

San Jose State University to qualify human resources for Azerbaijani innovation zones 
28 February 2007 [07:15] -Todav.Az 
Azerbaijan's Communications and Information Technologies Minister Ali Abbasov visited the 
scientific core of Silicon Valley, San Jose State University and inked a memorandum of 
understanding on cooperation with the university. 

As per the agreement, San Jose State University will qualify human resources in labor-intensive 
innovation zones to be created in Azerbaijan, AP A reports. 
In 2006, the university was a pilot for computer engineering in the United States. 
During the second half of the day, Mr. Abbasov had meetings at San Jose-based office of Cisco 
Systems, the leading supplier of networking equipment and network management for the 
Internet. 
In the afternoon, Azerbaijani delegation visited TIE Silicon Valley and had discussion on 
prospects of using U.S experience in Azerbaijan. 



http://today.az/news/busi ness/3 713 9 .html 

Azerbaijan's trade gap with CIS $107m 
28 Febrnary 2007 [09:05] - Todav.Az 
January, 2007 Azerbaijan enjoyed trade surplus of US $113, 689, 000 in trade operations with 
faraway nations and suffered trade gap of$107,268,800 in trade with Commonwealth of 
Independent States. 

Azerbaijan exported goods worth $336, 189,300 to remote countries and imported goods of 
$222,500,400. 
The country exported goods of $59,825,300 to CIS and import goods of$167,089,l00. 
Azerbaijan exported mineral fuel, oil and oil products, bitumen, polymer, aluminum, fruits, 
nonorganic chemicals etc. and imported electronic equipment and devices, ferrous metals, 
furniture and transport facilities, vessels and auto parts etc, AP A reports. 
http:/ !today .az/news/business/3 7140 .html 

IMF mission to leave Azerbaijan 
28 February 2007 [09:06] - Today.Az 
Head of IMF mission for Azerbaijan Vitali Kramarenko is finishing his visit to Azerbaijan. 

As APA reports, Mr. Kramarenko has had meetings at President's Office, Cabinet, Finance, 
Economic Development, Taxes Ministries, Social Protection Fund, Statistical Committee, 
National Bank, SOCAR, SOFAZ, Baku Stock Exchange, Accounting Chamber, BP Azerbaijan, 
WTO office in Baku and some commercial organizations. 
The meetings focused on 2006 macroeconomic indicators and prospects and economic policy for 
medium term of 2007. 
IMF Executive Director for Azerbaijan Thomas Moser and Deputy Director for Near East and 
Middle Asia Lorenzo Peres has already arrived Baku. 
Mr. Kramarenko will give a press conference tomorrow on the results of his visit. 

http://today.az/news/business/3 7052 .html 

Inflationary tendency to go on in March 
26 February 2007 [19:04] - Todav.Az 
Inflation rate stood at 6.4% in January and gained 1.3% during the past period of February, 
said Chairman of State Statistical Committee ArifValiyev. 

He said the tendency will also go on during March. He didn't agree with independent experts' 
calculation that inflation rate hit 14% in January, APA reports. 
"They don't take account of price fluctuation and price fall. They should also have monitored the 
situation in regions," he noted. 

http://today.az/news/business/3 7 054.html 

Azerbaijan to target foreign currency inflow toward expenditures in the same currencies 
16 February 2007 [19:50] - Todav.Az 
Azerbaijan 1s Cabinet has approved of Regulations on Targeting of Budget Revenues in Foreign 
Currencies toward Expenditures in the Same Currencies. 

The move is aimed at ensuring efficiency that the foreign currency inflow to the budget will be 
targeted to foreign currency outflow without any loss in exchange. 



As per the regulations, the foreign currency inflow will be registered by the Treasury according 
to the National Bank's official interest rate for the same day and will be used for financial 
payments abroad. 
By the regulations, repayments for taxes paid to the budget by foreign entities engaged in 
development and exploitation of oil fields on PSA can be made in foreign currencies. APA
Economics 

http://today.az/news/business/3 7 069 .html 

Azerbaijan develops social rehabilitation program for people on low income 
27 February 2007 [07:20] - Todav.Az 
Azerbaijan Labor and Social Protection Ministry has been drafting Social Rehabilitation 
Program for families on low incomes, said Minister Fuzuli Alakbarov. 

As AP A reports, the program is targeted at improving employment, contributing to rural 
development, fostering vocational education, healthcare etc. 
"The program takes every family individually. The main target is to deliver assistance to all 
disadvantaged families," he noted, adding that social assistance targeting process will be 
liberalized. 
http:! /today .azlnews/business/3 707 7 .html 

Today.Az » Business » 2007 energy balance blueprint to be sent to Government 
27 February 2007 [07:55] - Todav.Az 
Azerbaijan's draft energy balance for 2007 may be introduced to the Cabinet this week, Industry 
and Energy Ministry officer Ra.fig Aliyev stated. 

He said unavailability of SOCAR final figures for has production and supply delays the draft and 
at the same time the company's figures are pending approval, APA reports. 
The Ministry analyzed oil and gas production and refining, heating supply and fuel oil 
processing as well as distribution of the oil to refineries after Azerbaijan rejected Russian gas 
and stopped pumping oil through Baku-Novorossiysk pipeline and delivery of the fuel oil to 
power stations which had been reoriented to run oil fuel oil. 

(March 2007) 
http:/ /today.az/news/business/3 7159 .html 

2007 State Budget to be reconsidered in May 
26 February 2007 [16:00] - Today.Az 

Azerbaijan's state budget for 2007 will be reconsidered in May. 

Ziyad Samadzade, Chair of Parliament Commission for Economic Policy, told that energy prices increase 
in early January and the Government's measures toward improvement of the social protection made 
reconsideration urgent. 

"These were not taken into account when the draft state budget was discussed in late 2006. Revenues 
and expenditures of the budget will be amended in May," he noted. 

He added that reconsideration of the state budget is aimed at strengthening the social protection of the 
population, APA reports. 

http:/ !today .azlnews/business/3 7174 .html 

Inflation to step up unless Azerbaijan takes effective measures 
28 February 2007 [23: 14) - Torfay.Az 



"If the Government of Azerbaijan doesn't take effective additional measures, the inflation rate will continue 
to rise and to hit 17% at the year-end." 

"But the government takes serious the problem," Vitali Kramarenko, IMF officer for the Middle East and 
Central Asia, told a press conference, APA reports. 

He insisted that the government should, to some extent, limit the expenditures, increase interest rates, 
and pay attention to the monetary policy. 

He added that the government can use the finances to come from the recent energy price rise for various 
purposes. 

"The earlier the fiscal policy is amended the easier it will be to curb the inflation," he noted. 

Mr. Kramarenko has had meetings at President's Office, Cabinet, Finance, Economic Development, 
Taxes Ministries, Social Protection Fund, Statistical Committee, National Bank, SOCAR, SOFAZ, Baku 
Stock Exchange, Accounting Chamber, BP Azerbaijan, WTO office in Baku and some commercial 
organizations. The meetings focused on 2006 macroeconomic indicators and prospects and economic 
policy for medium term of 2007. 

IMF Executive Director for Azerbaijan Thomas Moser and Deputy Director for Near East and Middle Asia 
Lorenzo Peres has already arrived Baku. 

http://today.azJnews/business/3 7181.html 

AIC progresses in talks on investment projects 
01 March 2007 (07:54] • Today.Az 

Azerbaijan Investment Company (AIC) considered more than 50 investment projects last year. 

As APA reports, some more prospective projects are being considered at present and it is planned to sign 
an agreement to finance the project aimed at constructing a new Milk-Pro factory in Baku. 

Negotiations on acquisition of a 20% stake in Garadagh Cement is about to be complete. Also, the 
company is also studying prospects of taking part in investment projects such as establishment of a 
company for oil shipping in the Black Sea and Mediterranean Sea, construction of an insulin company 
etc. 

Established in March 30, 2006 by a presidential decree, Azerbaijan Investment Company's authorized 
capital reached AZN 90m. 

http:! /today .az/news/business/3 718 7 .html 

ADB energy mission to visit Baku 
01 March 2007 (08:20] - Today.Az 

Asian Development Bank's energy mission will visit Azerbaijan this week. 

The mission will have meetings at Industry and Energy Ministry and hold a workshop in Baku. 

Ministry Officer Rafig Aliyev told APA that the aim of the visit is to render technical assistance to 
Azerbaijan on Renewable Energy Development. 

The Bank is expected to lend a $30m loan to Azerbaijan over renewable energy development project. 

http://today.az/news/business/3 718 9 .html 

New enterprises to be opened in Azerbaijan this year 



01 March 2007 [08:32) • Today.Az 

A number of new enterprises will be opened in Azerbaijan this year, aid Economic Development Minister 
Heydar Babayev. 

Dimes Caucasus will open juice producing plant in Baku, Telli LLC will establish a pomegranate juice 
producing plant and a gypsum plant will be created in Goranboy, five-star hotel in Ganja, high-vitamin 
feeding factory in Aghstafa, Design GENAY-Azerbaijan plastic pipe plant in Sumgait etc. 

According to APA, Heydar Babayev also said that construction of a household effluent processing plant 
and the second cement plant will be commenced this year too. 

http://today.az/news/business/3 7192.html 

Azeri Parliament to pass new economic laws in spring session 
01 March 2007 [08:41J- Today.Az 

Parliament is expected to adopt a number of economics bills during the spring session. 

Ziyad Samadzade, Chair of Parliament Commission for Economic Policy, told that Bill on Internal Audit is 
under discussion, APA reports. 

"This law will help ensure financial transparency and advance management culture in Azerbaijan. Bill on 
State Debts, which passed the first reading, is also expected to be adopted. At present we are discussing 
the bill with international experts," he noted, adding that Competition Code will be adopted during the 
session too. 

http://today.azJnews/business/3 7209 .html 

ISO Secretary-General visits Baku 
01 March 2007 [13:50] • Today.Az 

Alan Bryden, Secretary-General of International Organization for Standardization (ISO) has visited 
Azerbaijan at the invitation of Azerbaijan State Agency for Standardization, Metrology and Patents. 

He visited Martyrs' Avenue and Honorary Cemetery on Thursday. 

Within the scope of the two-day visit, the secretary general will meet with Premier Artur Rasizade and 
government bodies. 

He told reporters that the visit is aimed at studying the situation on quality standards in Azerbaijan, APA 
reports. 

Ramiz Hasanov, Chairman of Azerbaijan State Agency for Standardization, Metrology and Patents, said 
the country is a full member of 3 committees of the organization. Hasanov said Alan Bryden will have 
meetings at SOCAR Defense Industry, Economic Development, and Emergencies Ministries. 

March 2 a roundtable in Baku will be held with participation of representatives from government bodies, 
foreign embassies, donor organizations and other agencies. The event is aimed at discussion of 
problems and prospects of standardization in Azerbaijan. 

Azerbaijan has become a full member of ISO since 2003. ISO promotes the development of 
standardization and related activities in the world with a view to facilitating the international exchange of 
goods and services and to developing cooperation in the spheres of intellectual, scientific, technological 
and economic activity. 

http://today.az/news/business/3 7212.html 

Baku hosts first meeting of Azerbaijan-Latvia intergovernmental commission 
01 Marcli 2007 [14:361 · Today.Az 



The first meeting of the Azerbaijan-Latvia intergovernmental commission started in Economic 
Development Ministry. 

Latvian Economics Minister Juris Strods leads the delegation. The delegation is composed of the experts 
of different Ministries. 

The agenda of the intergovernmental commission covers concluding an agreement on bilateral 
cooperation in finance and bank control, holding a joint conference on mortgage issues in Baku or Riga. 

Final protocol of the meeting will be signed tomorrow, APA reports. 

http://today.az/news/business/3 7214.html 

Credit investments in Azeri economy grew 80.6% 
01 March 2007 !16:04] - Today.Az 

As of February 1, the amount of loans invested in the economy of Azerbaijan reached AZN 2,493.4m, up 
80.6% from a year earlier. 

The National Bank of Azerbaijan told the APA that AZN 1,203m (48.2%) of the credits were invested in 
national currency and AZN 1,290.4m (51.8%) in foreign currencies. 

State banks had a share of 46.1 % in the credit investments, private banks 52.1 and non blank credit 
organizations 2.9%. 

AZN 644.3m (25.8%) was invested in trade and service sector, AZN 799. 7m (32.1 %) in household 
economy, AZN 220.3 (8.8%) in transportation and communications sector, AZN 192.6m (7.7%) in industry 
and production sector, AZN 139.6m (5.6%) in agriculture and processing, AZN 170.9m (6.9%) in energy, 
chemical and natural resources sector and AZN 164m (6.56%) in construction and property sector. 

Credits worth AZN 2.8m (0.1 %) were lent to government bodies and AZN 1.5m (0.1%) to public 
organizations. The Finance sector shared AZN 41.6m of the credit investments, other sectors AZN 
10.6m. 

http ://today .azlnews/business/3 721 7 .html 

State Commission to control privatization of state property set up 
01 March 2007 [16:09] Today.Az 

Azerbaijan's President I/ham Aliyev issued an executive order on establishment of a State Commission 
on control over privatization of state property. 

The executive order is aimed at strengthening state control over privatization process. 

The commission is composed of Economic Development Minister, Finance Minister, Justice Minister, 
Taxes Minister, Minister of Labour and Social Protection of Population, Industry and Energy Minister, 
Transport Minister, Agriculture Minister, Culture and Tourism Minister, Health Minister, Education 
Minister, Communication and Information Technologies Minister, Youth and Sport Minister, the chief of 
State Committee on Management of State Property, the chief State Committee on Securities, the chief of 
Azerbaijan Labor Union Confederation. 

The Cabinet of Ministers is to work out draft resolution of the commission within a month and submit to 
President, President's office press service told the APA 

http://today.az/news/business/3 7226.html 

Azerbaijan to produce gold from 4Q07 
01 March 2007 [21 :50] - Today.Az 

Azerbaijan International Mining Operating Company has submitted a report on exploration work in 
Gadabey and Gosha fields. 



Company President Reza Vaziri told that the action plan will also be introduced to the government by late 
March. 
He said equipment for the gold plant will be delivered to Azerbaijan within three months, APA reports. 
"The site of the plant has been reviewed. Gold production will start in Azerbaiajn in the fourth quarter of 
this year," he noted. 
Anglo Asian Mining Pie (49%) and Azerbaijan (51%) signed a 30 year Production Sharing Agreement 
("PSA") to develop previously identified copper and gold properties in Azerbaijan that lie on the Tethyan 
Mineralization Belt which runs between Turkey and Pakistan. 
Anglo Asian has three principal contract areas in Azerbaijan, with a total accessible area of 1,062 km2: 
Ordubad, Gedabek and Gosha. 

The Ordubad area, some 462 km2, contains six projects: Shakardara, Piyazbashi, Misdag, Agyurt, 
Shalala and Diakhchay which are likely to be developed by cluster mining as they are all within a 5 km 
radius. Additionally, the Ordubad area contains other significant properties with Soviet era defined 
resources at Yashiling, Goyhundur, Keleki and Kotam. 
The Gedabek contract area, some 300 km2, is approximately 75 km from Azerbaijan's second biggest 
city, Ganja. This area contains the Gedabek development property and a further eight properties, again 
with Soviet era defined resources. 
The 300 km2 Gosha contract area is approximately 40 km further to the north-west of Gedebek and 
contains the Gosha property as well as the ltkirlanski and Mundjgdu prospects. 

http://today.az/news/business/3 7243 .html 

NBA Chair receives KfW Senior VP 
02 March 2007 [OB:OO] • Todav.Az 

Chairman of the Management Board of the National Bank of Azerbaijan, Elman Rustamov has received a 
delegation led by KfW Senior Vice-President, Doris Kohn. 

Issues concerning implementation of KfW-funded projects and prospects of the bilateral cooperation were 
discussed at the meeting. 
KfW is cooperating with Azerbaijan on the scope of projects such as Loan Security Fund, AzDRES-Power 
Supply Grid, Savings Insurance System, utilities Infrastructure Assistance, Ecoregional Nature Program. 
KfW has to date allocated loans worth €144.2m and grants worth €23.Sm to Azerbaijan. APA-Economics 

http://today.az/news/business/3 7245 .html 

IMF to help Azerbaijan improve consumer price index calculation machinery 
02 March 2007 [09:05] • Today.Az 

Azerbaijan State Statistical Committee has requested IMF to render technical assistance over 
improvement of the mechanism for Consumer Price Index calculation in the country. 

Vitali Kramarenko, IMF officer for the Middle East and Central Asia, said IMF is ready to help Azerbaijan 
to work out calculation methodology and a special mission may be sent to Azerbaijan in mid the year. 
APA 

http://today.az/news/business/3 724 7 .html 

Customs and taxes collection jumps 32% in Azerbaijan 
02 March 2007 [08:11]. Today.Az 

Azerbaijan State Customs Committee collected AZN 109.01m in tax and customs against the plan of 
107.1m during January-February. 

The top body told APA-Economics that the amount is up 32.13% or AZN 26.51m from the same period 
last year. The two-month forecast was met by 101.78%. 

http://today.az/news/business/3 7248 .html 

Azerbaijan seeks high tech investors 
02 March 2007 [08:15] • Today.Az 



Oil exports have caused Azerbaijan's growth rate to rocket past 30 percent, but Azerbaijani officials know 
the oil will not last forever. 

Ali Abbasov, the country's minister of communications and technology, was in Los Angeles to urge U.S. 
business leaders to invest in his country. He says Azerbaijan has been blessed with oil revenue, but 
needs to build a stable, sustainable economy. "And the information and communications technologies 
have been chosen as a priority field of Azerbaijan's new economy," he said. 
The theme of the government drive is converting black gold to human gold, that is, using oil wealth to 
build the skills and other assets that economists call "human capital." Eich in Aliyev, president of the 
information technology company SINAM in Azerbaijan, explains the concept. "It means to spend money 
to build some infrastructure, to build high-speed networks, to bring computers to schools, to the education 
system, and to integrate to the world information society," he said. 
Aliyev's company has partnered with leading U.S. technology firms, including Cisco and Hewlett-Packard, 
to build database systems for Azerbaijan's national bank, state pension fund, and other government 
institutions. 
Bruce Hakimi of the U.S. company Cybernet provides telecom and internet services through a firm in 
Azerbaijan called Avir Tel. He says Azerbaijan is a good place to invest. "It is a country that has an open 
economy, and that is important. Secondly, the growth potential is high. And third, it is a country that is an 
ally of the United States. And I think that it is important for us Americans to be able to help people who 
help us," he said. 
Azerbaijan is still emerging from the planned economy of the Soviet Era, but the nation's officials say its 
abundant energy resources will allow it to make the transition to a regional IT center for the 21st century. 
Voice of America 

http://today.a:zlnews/business/3 7254.html 

National Aerospace Agency and Special Engineering and Conversion Committee 
abolished 
02 March 2007 [08:24] - Today.Az 

Azerbaijan's President I/ham Aliyev decreed on abolishing Azerbaijan National Aerospace Agency and 
Special Engineering and Conversion Committee. 

The institutions have been abolished as Defense Industry Ministry set up. These institutions have been 
included in the ministry's bodies, APA reports. 

http://today.azlnews/business/37257.html 

NBA Chair, IMF mission discuss macroeconomic situation 
02 March 2007 [08:28]. Today.Az 

National Bank's Board Chair Elman Rustamov and head of IMF mission for Azerbaijan Vitali Kramarenko 
discussed the recent macroeconomic processes in the country. 

Issues regarding prospects for 2007, inflation target, interest rate policy, monetary policy, privatization of 
International Bank of Azerbaijan and Kapital Bank, IMF's technical assistance and other priorities were 
discussed at the meeting. APA-Economics 

http://today.a:zlnews/business/3 7261.html 

$150bn to come to Azerbaijan's Oil Fund within 15 years 
02 March 2007 [DB:35] - Today.Az 

Shah mar Movsumov, Executive Director of the Azerbaijan State Oil Fund (SOFAZ), told the 
Intergovernmental Preparatory Meeting for the fifteenth session of the Commission on Sustainable 
Development in New York that some US $150 billion will come to the Fund within 15 years, adding that 
energy revenues should be used efficiently. 

"Many countries own oil, gas and mineral resources while not all of them can effectively use this wealth 
for people, the resources go to perish and even trigger civil war," he noted. 
Touching on the importance of The Extractive Industries Transparency Initiative put forward by UK Prime 
Minister Tony Blair at the World Summit on Sustainable Development in Johannesburg, highlighted the 
prudent use of natural resources, transparency, accountability and collaboration with stakeholders, saying 
the country ensured the full transparency of oil and gas revenues. 



The fifteenth session of the Commission on Sustainable Development will take place in New York on April 
30-May 11, 2007, APA U.S. bureau reports. 

http:! /today .az/news!business/3 7263 .html 

Azerbaijan's investment environment promoted in Oslo 
02 March 2007 [08:39] • Today.Az 

Azerbaijan Export and Investment Promotion Foundation (AzPromo), Norway-Azerbaijan Youth 
Organization and Azerbaijan's Embassy in the UK (also accredited in Norway) organized an investment
promotion workshop in Oslo. 

The event entitled Investment Prospects of Azerbaijan's Economy was attended by Norwegian 
businesspeople, representatives from research centers and other organizations. Azerbaijan's 
ambassador to the UK Rafael lbrahimov and Azpromo President Emil Majidov delivered a keynote 
speech and answered questions. The same event will also be held in Vienna on March 13 and Bratislava 
on March 14 and in Dubai on April 3. 
The workshop will provide al-round information about Azerbaijan, its business climate, economy sectors. 
APA-Economics 

http:/ !today .az/news!business/3 7266.html 

Azeri banks' aggregate assets reach 3.66bn 
02 March 2007 [08:41] • Today.Az 

The total amount of the assets owned by Azerbaijan's bank organizations, to February 1, reached AZN 
3,668.2m. 

The National Bank of Azerbaijan told the APA-Economics that the aggregate assets were formed from 
cash funds (AZN 192.6m or 5.3%), AZN 484.8m (12.4%) from correspondent accounts, AZN 193.6 
(5.3%) from loans and deposits in financial sector, AZN 2,253m (61.4%) from loans lent to customers, 
AZN 241.4m (6.6%) from investments and AZN 322.7m (9.1%) from other assets. 
The bank liabilities amounted to AZN 3,668.2m of which AZN 3,032.6m (82.7%) was payables and 
635.6m (17.3%) was capital. 

http://today.az!news!business/3 7267 .html 

Parameters of innovation zones should attract investors 
02 March 2007 [OB:4:J] • Today.AZ 

"Proposals on establishment of regional innovation zones in Azerbaijan should be developed so that its 
parameters can attract investors as magnet," Azerbaijan Communications and Information Technologies 
Ministry official Rufat Gulmammadov said. 

He told APA-Economics international expert group and Boaz Allen Hamilton consulting firm have been 
developing proposals on creation of regional innovation zones in the country. 
"Propositions are to be submitted to the minister by March 31 and will, then, be forwarded to the 
Government and relevant bodies," he noted. 

http://today.azlnews!business/3 7268.html 

Credit investments in Azeri economy grew 80.6% 
02 March 2007 [08:43] • Today.Az 

As of February 1, the amount of loans invested in the economy of Azerbaijan reached AZN 2,493.4m, up 
BO. 6% from a year earlier. 

The National Bank of Azerbaijan told the APA that AZN 1,203m (48.2%) of the credits were invested in 
national currency and AZN 1,290.4m (51.8%) in foreign currencies. 
State banks had a share of 46.1 % in the credit investments, private banks 52.1 and nonblank credit 
organizations 2.9%. 
AZN 644.3m (25.8%) was invested in trade and service sector, AZN 799. 7m (32.1 %) in household 
economy, AZN 220.3 (8.8%) in transportation and communications sector, AZN 192.6m (7.7%) in industry 



and production sector, AZN 139.6m (5.6%) in agriculture and processing, AZN 170.9m (6.9%) in energy, 
chemical and natural resources sector and AZN 164m (6.56%) in construction and property sector. 
Credits worth AZN 2.8m (0.1 %) were lent to government bodies and AZN 1.5m (0.1 %) to public 
organizations. The Finance sector shared AZN 41.6m of the credit investments, other sectors AZN 
10.6m. 

http ://today .azlnews/business/3 72 8 a.html 

Today.Az » Business » 10-year draft State Program on development of tourism in Azerbaijan 
prepared 
02 March 2007 (09:05]. Today.Ai: 

Azerbaijani President's executive order on development of resorls was necessary and imporlant step. 
This order will make a push for expansion and development of tourism in Azerbaijan, Azerbaijan's Culture 
and Tourism minister Abulfaz Garayev told journalists. 

The minister said that works on 10-year draft State Program on development of tourism in the country 
have already been completed and submitted to the government, APA reports. 

http:! /today .azlnews!business/3 7 320 .html 

Azerbaijan exports 13,593 tons of gasoline in February 
03 March 2007 [10:15] • Today.Az 

The SO CAR Marketing and Economic Operations Deparlment exporled 13, 593 metric tons of gasoline, 
102, 783 tons of diesel fuel, 31, 793 tons of aircraft fuel, 1,667 tons of lubricants and 3,000 tons of oil 
bitumen during February, 2007. 

The Company told that during the period of January-February, 15,773 metric tons of gasoline, 221,299 
tons of diesel fuel, 51,638 tons of aircraft fuel, 1, 727 tons of lubricants and 3,000 tons of oil bitumen were 
exported. 

Aircraft fuel was sold at $567.56 per ton, diesel fuel per ton at $514.38, gasoline $535.80 and fuel oil 
$252.91. 

The price of Brent oil per barrel was $53.68, Urals at $50.13, BTC FOB at $53.17, APA reports. 

http://today.az/news!business/3 7324.html 

Tariffs for international and mobile telephone talks will be reduced 
03 March 2007 [10:30] • Today.Az 

"We have sent proposals on appliance of limit to inter-city telephone talks to Tariff Council. The chairman 
of Tariff Council Heydar Babayev twice touched on this issue. Tariff Council has its procedures to 
estimate the proposals," deputy Communication and Information Technologies Minister lltimas 
Mammadov told the journalists. 

He said that, limit indicators in other countries have been into account while working out on these 
proposals. 

"If not to apply limits, there are some other options. But these issues have not been defined yet. At the 
same time it is not evident yet whether the Tariff Council will consider these proposals or abolish," he 
said. 

Deputy Minister also said tariffs for international and mobile telephone talks and for business sector will 
be reduced soon. 

He said that the Ministry prefers not to increase but reduce tariffs, APA reports. 

http ://today .azlnews!business/3 7 3 3 0 .html 

Industrial Development Program Blueprint to be submitted to President 
03 Marct1 2007 [10:56] Today.Az 



Industry and Energy Ministry is working on the State Program for Industrial Development and the draft will 
be introduced to the President by the end of March. 

The State program for 2007-12 is aimed at establishment of industrial enterprises, restoration of soviet
era enterprises, application of advanced technology to the industry and favorable conditions for industry, 
APA reports. 

http://today.az!news/business/3 73 33 .html 

National Bank not to change inflation forecasts 
03 March 2007 [11 :OB]. Today.Az 

National Bank of Azerbaijan is not considering its predictions for inflation following the energy price 
increase. 

Deputy Chair of Board of the National Bank, Rufat Aslanli, said the Bank released its forecasts for 2007 
and doesn't intend to make any changes. 

'We have regular meetings with the IMF Office in Baku. There is no notable difference between our and 
their methodology. The energy price increase can push up inflation around 4%," he noted. 

The Government foresees one-figure inflation for this year while IMF insists that the inflation rate will be 
two-digit, APA reports. 

http://today.az!news/business/3 73 75 .html 

Baku Electricity Network to build four substations 
05 March 2007 [08:54] • Today.Az 

Baku Electricity Network plans to build four substations in the districts of Yasamal, Azizbayov, Sabunchu 
and Sabail. 

After the national grid handed over by Barmek, 125 substations were repaired, 45 substations were build 
and transformers were expanded through funding from the Presidential Reserve Fund. 

The Development Program for 2007-2009 and 2009-2020 is aimed at modernizing the national grid, 
replacing supply lines with underground ones and completing metering process. APA 

Car prices lose 20°/o in Azerbaijan this year 

[ 02 Mar 2007 13:50 ] 

Automobile prices went down in Azerbaijan against expected before. The prices of 
secondhand cars fell by 20°/o since November, 2006. 

According to the survey by APA-Economics, the prices of Mercedes 190, Mercedes C200, BMW, Opel, 
Jeep lost $300-$400 during this period while Russian-made VAZ 2107 descended $200. 

Meanwhile, VAZ-2106 climbed up encouraged by reduced supply and the issue of 2007 
reached $7,000-$7,500. 



Automobiles Issue Prices at February, 2007 (USD) 

Mercedes 190 1991-1993 7000-8500 

Mercedes C180 ' 1994 13 500 

Mercedes C200 1997 14 000-15 000 

Mercedes C 220 2000 15 700-16 000 

Mercedes E200 1995 12 500 -13 000 

Mercedes E300 1995 14 000- 15 000 

Mercedes E 240 2000 19 500-21 000 

Mercedes ML320 2000 30 000-35 000 

BMW236 1993 6 600-7 100 

BMW525TD 1995 12 000-12 500 

BMW320 1997 13 000-13 500 

BMW525 1997 14 000-15 000 

BMW525 2000 16 500-17 000 

Opel Vectra 1996 9 000-9 500 

Opel Astra 1994 6 500-7 000 

Opel Omega 1996 12 500-13 000 

Toyota Prado 2004 33 000-34 000 

Toyota ~amry 1998 11 000-11 500 

Volkswagen Polo 1995 5 900-6 300 

. Volkswagen Golf 1993 7 800-8300 

Nissan Maxima 19 9 500-10 000 

undai Accent 1995 5 000-6 500 

Hyundai Galloper 1997 11 000-11 500 

Jeep Pajero 1995 14 500-15 000 

Jeep 1997 IO 500-11 500 

VAZ2106 2004 4 500-5 000 

VAZ2106 2007 7 200-7 500 

VAZ 2107 2007 6 900-7 100 

Tofas Sabin 2004 7 500-8 500 

Tofas Sahin 2007 10 000-10 200 

VAZ2115 2002 5 300-5 600 

VAZ21099 1999 4 300-5 000 

VAZ21099 2004 7 700-8 000 

VAZ 2112 2002 6 800-7 500 

VAZ 2112 2004 7 300-7 600 

Market traders insist that the sharp fall in prices resulted from fuel price increase which notably affected 
demand for automobiles. It is expected the prices of gas-guzzlers will continue to decline and diesel cars 
to be stable or more expensive. 

Azerbaijan Auto dealers Association President Natig Zerbaliyev told APA-Economics that the demand 
for economical cars is increasing. 



Vugar Bayramov, Manager of Auto Kaukasus distributing Mercedes-Benz, Chrysler and Jeep in Azerbaijan, 
said the price fall in secondhand cars came from glut of the market with more-than-need imports amid 
fear that excise tax was effective January, 2007. He said traders imported a great number of cars in late 
2006 and directly influenced the market while the prices are going to level off and this tendency will go 
on in summer too. 

Mubariz Mammadov, Sales Manager of Kress GmbH- the official importer of Audi and Volkswagen-, said 
the market has been glutted with car imports whereas the demand for diesel fuel automobiles is 
gradually growing. 

Rashad Asgarov, Sales Manager of Aztol, Volvo and Honda importer, also said the prices suffered from 
December imports and diesel fuel cars are likely to increase by the summer. 

Elgiz Yusifoglu, Sales Manger of Euro Style Ltd, Volkswagen importer, said the period of January-February 
was a limping time for car market and is sure that firsthand nd secondhand cars prices will not go up 
within spring or summer and Volkswagen prices will remain stable by this year's end. 

Rashad Bayramov, Sales Manager of KrAz importer Alfateks, said the price decrease also resulted from 
the increasing interest in new and firsthand cars, adding that prices will probably be around stable for 
two years. 

Elkhan Masimov, Sales Manager of Hyundai Auto Azerbaijan, said more than 45,000 cars were imported 
to the country last year and the supply remarkably exceeded the demand while the prices of the newly 
imported cars are stable. 

Emin Babazade, Sales Manager of Chery Automobile Co. Ltd, said the fuel price rise in the country hit the 
car second market while no notable change is expected during spring and summer. /APA-Economics/ 

http://www.caucaz.com/home_eng/breve_contenu.php?id=303 

The Baku-Akhalkalaki-Kars railway line: cement for a 
strategic alliance? 
Article published in 01/03/2007 Issue 

By Lili DI PUPPO in Tbilisi 

The signing of an agreement to start construction work on the Baku-Akhalkalaki-Kars railway line 
linking Georgia, Azerbaijan and Turkey took place on 7 February in Tbilisi. The occasion brought 
together Turkish Prime Minister Recep Tayyip Erdogan, Azeri President Ilham Aliev and Georgian 
President Mikhail Saakashvili. During the ceremony, the three leaders signed a declaration on a 
"Common vision for regional cooperation." Despite the geopolitical dimension of the railway project, 
some observers question the real long-term benefits Georgia might reap from the rail link. 

The construction of the new railway line is an additional step designed to cement the strategic alliance between the 
three countries after the inauguration of the Baku-Tbilisi-Ceyhan (BTC) oil pipeline in July 2006 and the completion 
of the Baku-Tbilisi-Erzurum (BTE) gas pipeline. The potential of these projects to link Europe and Asia transcends 
the immediate benefit of regional integration. Kazakhstan has already expressed interest in joining the three 
projects and Astana's participation would thus open a door to China. 

But the similarities between these projects stop here. In comparison with the other energy links, the Baku
Akhalkalaki-Kars project has received much less support from Western players in the region. The United States and 
the European Union are uneasy about Armenia's de facto isolation. As a result of the Armenian lobby, the U.S. 
Congress passed a bill which prevents US companies from financing the construction of the railroad. 

Economic costs 

Armenia opposes the construction of the railway line by pointing to the already existing Kars-Gyumri (Armenia) -
Tbilisi rail link, which ceased to operate in 1993 following the closure of the Turkish-Armenian border. Although 
Armenia argues that the railroad could be easily refurbished, Azerbaijan has stated that before it will use the 
railway, Armenia must first end the "illegal occupation of Azeri territories." 



The three countries will eventually finance the railroad without external support. On 13 January, Baku and Tbilisi 
agreed that Azerbaijan would provide a 220 million dollar loan to Georgia, repayable over 25 years with an annual 
interest rate of 1 %. Georgia will use transit revenues from the operation of the railway line to repay the loan. 

The overall cost of the Baku-Akhalkalaki-Kars project is estimated at USO 400 million. The section between Baku 
and Tbilisi already exists, but Georgia will build a new 29 kilometre line between the Turkish border and the town 
of Akhalkalaki in the Javaketi region. Turkey, for its part, will build a 76-kilometer line from Kars to the Georgian 
border. The Akhalkalaki-Tbilisi railway section will also be restored. 

Not everyone is convinced of the project's economic benefits. Archil Gegeshidze, a foreign policy expert at the 
Georgian Strategic Institute for International Studies (GFSIS) remarks that "it will be difficult in the first year to 
find cargo commodities for the new railway corridor." 

5 million tonnes of goods will be transported on the railway in the initial stages of its operation, while the capacity 
of the railroad is planned to reach 15 to 20 million tonnes in the future. However, Mr. Gegeshidze says that these 
figures represent the current approximate volume of goods being transported through Georgia. Therefore, one may 
ask from where the additional goods will come. 

As in the case of the BTC oil pipeline, the project's costs have moved some observers to argue that political 
considerations actually outweigh economics. A debate has started in Georgia on the railway line's profitability for 
the country. 

Railway against ports? 

Tbilisi is certainly pursuing its own political agenda with the construction of the railway line. The Georgian 
government hopes to boost economic development in the Javaketi region, where the economic situation has 
deteriorated since the closure of a Russian military base. The aim is also to promote the integration of the region, 
populated by an Armenian majority, with the rest of Georgia. 

Furthermore, Georgia is interested in cementing a strategic alliance with Turkey and Azerbaijan, with the goal of 
reducing Georgia's energy dependency on Russia. Turkey announced on 7 February that it wants to allocate part of 
its gas share from Azerbaijan's Shah Deniz field to Georgia. Negotiations are underway. 

In reaction to the Russo-Georgian energy row, Azerbaijan supplied Georgia with gas in January 2006. As a sign of 
the importance the current government assigns to the strategic partnership with Azerbaijan, the Georgian 
government renamed a section of the Mtkvari River's embankment in Tbilisi after former Azeri President Heydar 
Aliev, Ilham Aliev's father. 

Energy deals between the three countries have prompted opposition leader Salome Zurabishvili to ask in January 
2007 whether the railway agreement is part of a compromise in exchange for receiving gas from the Shah Deniz 
field. She has underlined that Georgia risks jeopardizing the earning potential of its ports in this transaction. 

As an argument against the profitability of the railway for Georgia, some observers say that it may undermine the 
potential of the Georgian Black Sea ports of Batumi and Poti as major transport gateways to Central Europe. 

The Georgian ports, which are currently under renovation, and their future liaison with Black Sea East European 
ports, certainly represent serious competition for Turkey in the long term. Despite the two countries' apparent 
shared interests, Turkish and Georgian ports may well compete in the future as gateways to Europe. 

Furthermore, the European Union (EU) itself is more in favour of using Georgia and its ports as a transit link 
towards the Balkans and Central Europe, especially in light of Bulgaria and Romania's new EU memberships. The 
original idea of the EU-funded Transport Corridor Europe Caucasus Asia (TRACECA) was to link Central Asia with 
Europe via the Black Sea and the Balkans rather than via Turkey. The EU has refused to include the Baku
Akhalkalaki-Kars railway project in the European Neighbourhood Policy (ENP) Action Plans with Azerbaijan and 
Georgia despite demands by Baku and Tbilisi. The Poti port, however, has received financial assistance for its 
renovation under the TRACECA framework. 

The major problem is the lack of a governmental long-term strategy on how to exploit Georgia's potential as a 
transit country. As Mr. Gegeshidze remarks, "Georgia should have a sophisticated view of its transit policy. There 
should be one government oversight body to examine these issues as a whole and to prevent the promotion of a 
railway system while neglecting the impact of the railway on the country's ports. The government should develop a 
sound transit policy with the aim of fully exploiting Georgia's geographic location." 

The rapid pace of privatization in the country has led some to fear that the government may sell some of Georgia's 
most valuable and strategic assets. 

In light of the vote of the U.S. Congress, American investment in the Georgian railway sector is unlikely. The 
privatization of the railway system may well interest Kazakh companies or even Russian investors which, as some 
believe, would eventually further Russia's aim of controlling transport routes in the region 

http://today.az/news/business/3 73 96 .html 



Azerbaijan announces investment contest for Baki Taxil 
05 March 2007 ['16:25] - Today.Az 

Azerbaijan State Committee for Public Property Management has announced an investment competition 
to sell shares of Baku Taxi/ Open Joint Stock Company. 

The Committee told that local and foreign investors can take part in the bidding. 

The requirements are to produce flour, bread and grain products meeting international standards and 
norms and expand the product mix, APA reports. 

The bidders should submit Investment Program aimed at reconstruction and repair of flour mills, 
modernization of broad production, application of advanced technology and increase of grain 
procurement, improvement of employment opportunities and employees' social security. 

The winner has to transfer the bidden money to the state budget with 30 days following the date 
agreement is signed and 5% of the amount to the account of the joint stock company within 60 days. 

The deadline for bidding is April 2 and bids will be opened on April 4. 

http://today.azJnews/business/37399.html 

Azerbaijan, Russia haggle over electricity prices 
05 March 2007 (17:04] - Toctav.Az 

Azerenergy and Russian RAO EES (Unified Energy Systems) have started negotiating on the prices of 
electricity imports for the coming months. 

Azerenergy Vice-President Marlen Asgarov told that the parties will set prices by the end of March, APA 
reports. 

As per the agreement in January, Azerbaijan is importing 200 to 250 megawatts of electricity (some 1 bn 
kilowatt a year) in peak consumption hours at a price of 3.636 cents per kilowatt, close to 3.6 cents in 
2006. the agreement is for the full year while the prices were for the first quarter. 

Azerbaijan also raised the price of electricity being sent to Russia at nights to 1.8 cents from 1.58 per 
kilowatt. 

Azerbaijan imported 0.7bn kilowatts of Russian electricity in 2006. 

http:! /today .azJnews/business/3 7 406.html 

Azerbaijan installs currency shredding devices 
05 March 2007 [23:34] - Toclay.Az 

The National Bank of Azerbaijan has already installed currency shredding devices and granu/ators 
purchased from the Kusters Engineering to destroy old banknotes. 

The National Bank Officer Hajibaba Masimov told that the devices will be tested after the decision of the 
Government. The process will start in the second half of the year. 

The old currency notes are some 400 tons in weight. The shreds of destroyed banknotes will be burned, 
APA reports. 

http://today.azJnews/business/37436.html 

WB education mission visits Azerbaijan 
06 March 2007 (02:50] • Today.Az 

World Bank mission for education has visited Azerbaijan. 

WB Office in Baku informs that the bank's expert or education Rosita Van Meel leads the mission to 
Azerbaijan. 



The delegation will have discussion over current and future cooperation during the visit to last until March 
20.The World Bank has financed Education Sector Development Project since 2003. The main objective 
of the project is to increase learning achievements for all students to meet the needs of a market 
economy and improve the efficiency of general education. 

The Program comprises a broad spectrum of activities, which promotes the objectives of improved 
educational quality, equity in access to education, and the efficient use of available resources in the 
education sector. The IDP EDS Project has a maturity of 35 years, including a ten-year grace period, APA 
reports. 

http://today.azJnews/business/37453.html 

MPs offer reduce in energy carriers price 
06 March 2007 [14:37] - Today.Az 

Azerbaijani parliament members Panah Huseyn and Igbal Agazadeh raised issue on reducing the fees of 
energy carriers, especially electricity bill. 

Parliamentarians based on the statements of relevant bodies that collection rate in electricity bill fell after 
the rise in the price of energy carriers, APA reports. 

Huseyn and Agazade offered that the government comment on this problem till the government reports to 
the parliament on March 16, namely electricity bill should be reduced. 

Speaker Oqtay Esedov commenting on the offer said, "We've already discussed this problem. This will be 
commented in the report of Government. I believe everything will be alright as to electricity bill." 

http://today.az!news/business/37454.html 

RussiawAzerbaijan economics commission to meet in April 
06 March 2007 (14:39] - Today.Az 

In April Moscow will host the meeting of the Russian-Azerbaijan Intergovernmental Commission for 
Economic Cooperation. 

Russian ambassador to Azerbaijan Vasili lstratov told APA-Economics the agenda is under discussion at 
present. 

The ambassador noted that trade turnover between the countries reached $147.1 min January and 
Azerbaijan imported goods worth $107.2m (a rise of 2.3 times) and Russia imported goods worth 39.9m 
from Azerbaijan (3 times). 
He added that the amount doesn't include the natural gas imports. 

"Our commercial relations are developing even apart from mineral resources," he said, adding that the 
trade in 2007 will exceed last year. 

http://today.az/news/business/37467.html 

Caspian energy market development to be discussed in Baku 
06 March 20ff1 [16:52] - Today.Az 

Confidence Energy Ltd. from the UK and the Azerbaijan State Oil Academy will conduct the first Caspian 
Oil Trade & Transport Conference in Baku on Apr. 23-24. It will consider the fuel and energy 
transportation and international cooperation on the Caspian Sea. 

The Azerbaijani Industry and Energy Ministry, the Kazakhstan Energy and Mineral Resources Ministry, 
and the US Chamber of Commerce in Azerbaijan are backing the conference. 

A letter of recommendation signed by Mr. Kiinov, Vice-Minister of of Energy and Mineral Resources of RK 
has been sent to major oil companies of Kazakhstan 



Azerbaijan's Industry and Energy Minister, Natig Aliyev will report about the Caspian Transport 
Infrastructure Development. 

The conference will be divided into five sessions (Crude, product and gas markets of the Caspian region, 
Caspian Pipeline Transportation, Development of marine transport in the Caspian, Crude trading in the 
Caspian region and Improving efficiency of products export and trading). KAZINFORM 

http ://today.az!news/business/3 7 4 72 .html 

Argentina enthusiastic to develop Azeri energy resources 
06 March 2007 [17:19] - Today.Az 

Industry and Energy Minister Natig Aliyev has Tuesday met with Argentina's Ambassador to Azerbaijan 
Sebastian Lukas Brugo Marko. 

The Ministry told that the parties discussed prospects of cooperation between the two nations. 

The Ambassador said Azerbaijan is currently living fast economic development period and its economic 
progress is interestingly observed in all over the world. 

He added that Argentina's companies intends to participate in oil and gas projects in Azerbaijan and state 
energy-gas body shows great interest in cooperation with Azerbaijan. 

Natig Aliyev highly appreciated the intention to energy cooperation, saying that Azerbaijan has opened up 
its economy for all foreign investors. 

He invited Argentina's experts and heads of leading companies to visit Azerbaijan, APA reports. 

http://today.az!news/business/3 7 4 7 5 .html 

Azeri Parliament ratifies RussNeft & SOCAR agreement 
06 March 2007 f17:50] - Todav.Az 

Today, Azerbaijan's Parliament ratified the production sharing agreement (PSA) between State Oil 
Company of Azerbaijan SOCAR (75%) and Russian oil firm RussNeft (25%) to develop two oil fields of 
Azerbaijan - Hovsan and Zykh onshore oilfields in Azerbaijan. 

The RussNeft Absheron Investments JV will develop the fields as per the agreement, APA reports. 

The lawmaker Valeh Asgarov underscored the importance of the project. Other MPs-Gudrat 
Hasanguliyev and Jamil Hasanli insisted that the parliemtn should adopt Oil law and develop its oil fields 
itself. 

The Hovsan-Zykh fields are located in the south of the Absheron Peninsula, with recoverable reserves of 
12 million metric tons (approx. 87 million barrels) of oil. 

The agreement covers 65 square km of the field territory. 
As per the terms of the production sharing agreement, RussNeft has also undertaken to solve the 
ecological problems. 

http://today.az!news/business/3748 l .html 

Azerkimiya shuts down 
06 March 2007 [22:50] - Today.Az 

State-owned Chemicals maker, Azerkimiya, shut down indefinitely because of the energy prices hike in 
the country. 

Region parliamentarian lkram lsrafilov told a parliament session that the company and its all subsidiaries 
shut down soon after the decision to increase energy prices came effective and more than 10, 000 
employees have not gotten salary for two months, APA reports. 



He said that the company had sold its products under the terms of agreements concluded before the 
price jump and all the products had become "loss leaders". 

It is not known when the enterprise will return on stream. 

http://today.az/news/business/3 7498.html 

Azeri manat climbs 0.15% over US dollar 
O'l March 2007 (08:20] .. Today.Az 

In February, the exchange rate of Azeri manat against the US dollar rose 0.15% to 0. 8688 AZNIUSD from 
AZN 0. 8701 AZNIUSD 1. 

The average weighted exchange rate was AZN 0.8697/USD1 while it was AZN 0.8716/USD1 in January. 
The exchange rate of the national currency against the dollar jumped 5.01 % from a year earlier. 

124 deals were closed at 40 trading sessions held at currency department of Baku Interbank Currency 
Exchange (BICEX) during February. The auctions were attended by 24 banks and deals of AZN 
108.395m ($124.635m) were concluded in total, up 2.8 times from the same period last year. 

Five banks- International Bank of Azerbaijan (36.58%), Bank Standard (23.08%), Azerigazbank (13.11 %), 
Yapi Kredi (9.09%) and UniBank (4.82%) came ahead for the amount of deals. APA-Economics 

http://today.az/news/business/37502.html 

Ataleasing expands economic investments in February 
0·7 March 2007 [08:39] .. Today.Az 

Azerbaijan's AtaLeasing increased investments in February by 1.43% to AZN 355,000. 

Company's official Eldar Dashdemirov told APA-Economics that the company signed 6 leasing contracts 
in February. Leasing portfolio was 81 % used in Absheron and 19% in other regions. 

Most of the agreements financed purchase of excavators, cement mixers and foodstuff industry 
appliances. The leasing portfolio was 36% spent on construction, 16% on foodstuff production, 13% on 
transportation, 11 % on households, 9% on industry, 2% on health etc. 

Company intends to increase the investment in economy to $2.5mln this year. 

http://today.az/news/business/3 7 512. html 

Belarus intends to join reconstruction of Mingechevir Power Plant 
07 March 2007 [09:15] - Today.Az 

Belarus companies intend to participate in reconstruction of Azerbaijan's Mingechevir Hydroelectric 
Power Plant, said the ambassador to Azerbaijan Nikolay Patskevich. 

The ambassador visited Azerbaijan Thermoelectric Power Station and Mingechevir Power Plant and 
discussed prospects of the expansion of energy cooperation between the countries. APA-Economics 

http://news.trendaz.com/cgi-bin/readnews2.pl?newsid=895658&lang=EN 

09.03.2007 15:00:27 
Transport Ministry of Azerbaijan Announced 2007 Plans for Roads 

Azerbaijan, Baku I corr. Trend S.Aliyev I The Head of the Transport Policy 69 km), Muganli-lsmayilli-Gabala, the 
construction of roads Shamkir-Gadabay, Tovuz-Alibeyli and carry out the second stage of the construction of roads 
Guba-lspik-Khinalig. In addition, the Ministry intends to carry out construction of bridges in the Gazakh district 
(through Khram river), Gabala district (Abrikh river), Gakh district (Kungut river), Khachmaz district (Gudyalchay 
river), Oguz district (Galachay river) and lsmayilli district (Girdiman river). 



In 2007 the Ministry intends to re-build, construct and maintain the roads of Azerbaijan in good condition at the 
expense of the Automobile Roads Foundation budget. This year the gross amount of transfers to the Foundation is 
AZN 98 min. 

The Foundation will consist o'f budget items on road tax, simplified tax paid by owners and users of transport for 
cargo and passengers, excises and tax duties for imported cars, State duties for permit for international transportation 
via the territory of Azerbaijan and State duties for the annual technical inspection of cars. 

http://en.apa.az/news.php?id=22545 

Azerbaijan to implement social rehabilitation program from April 

[ 09 Mar 2007 13:20 ] 

Azerbaijan Labor and Social Protection Ministry has worked out the First-ever Social Rehabilitation Program for 
families in low income. 
The Ministry Officer for Poverty and Social Assistance Policy Natig Gasimov told APA-Economics that the 
program is aimed at gradual elimination of poverty. The mechanism to implement the program will be complete in 
April and the World Bank and EU Tacis-funded plan will be experimented on some regions before it is sent to the 
Cabinet in the year-end. 
The ministry has developed a large data base about all families applied for targeted social assistance benefits which 
are granted to socially vulnerable people. The program will also improve the social safety net and targeting of the 
social assistance benefits, added Natig Gasimov. /APA-Economics/ 
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Fertilizer producing plant to be constructed in Azerbaijan 
07 Marcl1 2007 [13:54] Today.Az 

Fertilizer producing plant will be constructed in Sumgayit. 

It will be a joint enterprise established by Azerbaijan's company EMA and a foreign company, EMA's 
manager Faig Guliyev told the APA 

He said that there is no microelement producing plant in Azerbaijan. The enterprise will produce 
pesticides in future. EMA also plans to apply the method of hydroponics. They are holding negotiations 
with an Iranian company to establish a joint enterprise. 

Faig Guliyev said that it will be innovation in Azerbaijan. He said the method of trickle-irrigation was first 
applied in Azerbaijan by EMA 

The manager noted that their company won the tender on prophylactic measures against American white 
butterfly, announced by Ecology and Natural Resources Ministry's Plant Protection department. 

EMA Company, distributor of a number of foreign companies, provides the regions with pesticides, 
medications, fertilizers and vegetable seeds. 

http://today.az/news/business/3 7 545 .html 

Azerbaijan to monitor markets to prevent artificial price increase on Novruz 
07 March 2007 [22:14] • Today.Az 

Azerbaijan Economic Development Ministry's Antimonopoly Service will monitor the market in order to 
prevent artificial price increase on the eve of Novruz Holiday. 

The Ministry press service told that the control is aimed to take precautionary measures against the 
baseless price hike within the legislation. 



Analysis proved that the energy price rise in the country could not push the consumer prices up so quickly 
and so high. Price jump on the eve of holidays is not seasonally motivated, but artificial. 

The sellers want to take advantage of the increasing demand on holidays and the prices go sky-high, 
APA reports. 

http:/ !today .az/news/business/3 7 5 5 5 .html 

Non-OPEC oil growth seen strong in 2007 - Wood Mac 
08 March 2007 (11:19)-Today.Az 

Oil supply from countries outside OPEC will grow strongly through 2007 because of significant new 
production in central Asia, North America and Africa, energy consultants Wood Mackenzie said on 
Wednesday. 

Wood Mackenzie estimated non-OPEC oil and natural gas liquid production, including new OPEC 
member Angola, would average 50.2 million barrels per day in 2007, up 1.5 million bpd from 2006. 

That is above the 1.1 million bpd projected by the International Energy Agency, adviser to 26 
industrialised nations, in its most recent monthly oil market report. 

Wood Mackenzie said the rate of increase was likely to accelerate in the fourth quarter, when production 
was expected to run 1.6 million bpd higher than the same period of 2006. 

"We have identified seven projects, led by BP's Azeri Chirag Guneshli development in Azerbaijan, which 
will add an average of over 100,000 bid each," said Patrick Gibson, Principal Oil Supply Analyst for Wood 
Mackenzie. 

"With the top 25 projects adding an aggregate 2.1 million bpd of capacity there is a broad base to the 
production growth expected. The bulk of the additional supply in 2007 will consist of light and medium 
grade crudes," he added. 

Wood Mackenzie concluded the new supplies would keep the pressure on the Organization of the 
Petroleum Exporting Countries to restrain its output, but this would only serve to increase OPEC's spare 
capacity. 

"This points towards more OPEC 1 O production restraint during 2007, which serves to increase the 
group's spare productive capacity. During 2007 this could be a source of downward price pressure, 
although the tension over Iran's nuclear enrichment program is an offsetting factor," said Ann-Louise 
Hittle, head of oil market analysis. Reuters 

http://today.az!news/business/37569.html 

Power supply landlines to be replaced by underground cables in Sumgait 
OB March 2007 [12:05] - Today.AZ 

The power supply landlines will be replaced by underground cables by this year's end. 

Sumgait Electricity Network spokesman Mubariz Zeynalov told APA-Economics that the process will 
continue in parallel to electricity metering process in the region. 

http://today.az!news/business/3 7 5 7 6.html 

Hungary intends to talk with Azerbaijan, Kazakhstan and Turkmenistan for oil and gas 
08 March 2007 (12:26] - Today.Az 

Azerbaijan Industry and Energy Minister Natig Aliyev has met with Hungarian ambassador to Turkey and 
Azerbaijan Istvan Szabo and discussed prospects for oil and gas cooperation between the two countries. 

The ambassador underscored Azerbaijan's participation in Nabacco pipeline, saying that Budapest 
intends to start intensive negotiations on oil and gas imports with Azerbaijan, Kazakhstan and 
Turkmenistan. 



A number of issues on Azerbaijan's industrial potential and Hungarian investors' participation in the 
process were also discussed. 

Istvan Szabo invited Natig Aliyev to his country and Azeri minister agreed to visit Hungary in June. APA
Economics 

http://today.az/news/business/37578.html 

Social assistance benefits rise AZN 5 from March 
08 March 2007 (12:27] - Today.Az 

Effective March 1, the targeted social assistance benefits rise AZN 5 for every member of the vulnerable 
families. 

Azerbaijan's Labor and Social protection Ministry Officer Natig Gasimov told APA-Economics that the 
move comes after the utilities price hike and is aimed at mitigating the social impact of utility sector 
reform. 

At present 45,527 families receive targeted social assistance benefit in Azerbaijan. 

http://today.az/news/business/37 585. html 

The Economist: Boom and gloom 
09 March 2007 (11 :30] - Today.Az 

Azerbaijan's economy, drunk on oil, is suffering rapid inflation. 

Azerbaijan is the world's fastest growing economy, thanks to an oil boom, but it is already running into 
serious difficulty. A huge expansion in budgetary spending has pushed inflation close to double digits-in 
month-on-month terms-and there are early but ominous signs that the non-oil economy is losing 
competitiveness. The economy is already showing signs of Dutch Disease-and the maintenance of 
artificial monopolies throughout the economy will serve to exacerbate the problem. 

Azerbaijan is in the midst of a dizzying period of economic expansion. Real GDP grew by 26.4% in 2005 
and 34.5% in 2006, and is forecast to grow by around 21 % this year. The main driver of this is the oil 
sector. The BP-led Azerbaijan International Operating Company (AIOC) has been steadily ramping up 
production from the Azeri-Chirag-Guneshli offshore complex and has now completed the Baku-Tbilisi
Ceyhan oil pipeline, which lays the foundations for yet higher output. Oil output grew by 41 % in 2005 and 
45% in 2006, and is set for a similar performance this year. 

The oil boom has fuelled other sectors of the economy. The non-oil sector grew by 11 % in 2006, 
propelled mainly by services. Baku, the capital, is in the midst of a construction boom that is impressive 
even by the standards of the transition region. Yet already distress signals are apparent. In 2006 the 
government increased budgetary spending by an astonishing 80%; a further 50% increase is anticipated 
this year. At the start of 2007, the impact of the huge fiscal stimulus began to tell on inflation. In annual 
average terms, inflation was 8.3% in 2006 and ended the year at 11.4% year on year. Doubt about the 
official number has spawned a number of alternative indices, some of which suggest the 2006 inflation 
rate could have been as high as 20%. 

Even on the official measure, inflation is now surging. In January, the rate was 16.8% year on year and 
6.4% month on month. Again, some private-sector economists grumble that the real rate is higher still. 
According to one USAID-funded NGO, January inflation was 14.3% month on month, which is more than 
double the official figure. Given that the government raised a host of regulated prices on January 8th
electricity tariffs trebled, water charges more than doubled, gasoline prices rose 50% and public transport 
costs increased by 30%-the unofficial estimate seems perhaps more credible than the official one. 

Oil's curse 

One of the dangers for Azerbaijan of rampant inflation is that it will put pressure on the real effective 
exchange rate and thus undermine the competitiveness of the non-oil economy. In any case, the influx of 
petrodollars has in the past two years forced the strengthening of the manat in nominal terms against the 
dollar. In 2005 it appreciated by 8% against the dollar, and by a further 5% in 2006. According to the head 



of the central bank, Elman Rustamov, the 2006 figure would have been significantly higher but for central 
bank currency interventions to the tune of US$1 bn. 

Ostensibly, the growth of the non-oil economy in 2006 suggests there is as yet little to worry about with 
regard to competitiveness. Yet that growth rate is primarily due to the success of non-tradeables such as 
construction, which are barely affected by exchange rate appreciation. Azerbaijan's tradeables, by 
contrast, are already showing signs of strain. Agricultural output last year grew by just 1 % and output of 
staples such as cotton, rice and potatoes actually contracted. In Baku's markets, local fruit is beginning to 
lose ground to Latin American competition; considering the cost of transport, this is a very worrying 
development. Agriculture is on some measures the most important part of the non-oil economy, as it is 
the largest source of non-oil exports. In addition to exchange-rate problems, agriculture is suffering from 
an outflow of labour, as the construction boom sucks labour from the countryside into Baku and other 
urban centres. 

Elsewhere in the economy, there are clear signs of strain. In 2006, for instance, tax receipts from the non
oil sector actually fell in year-on-year terms-this despite a national headline growth rate of over 30%. 
Agriculture is not the only sector that is losing ground in the home market to importers. Also, now that 
power prices in Azerbaijan are sharply rising, following Russia's decision to hike gas prices for its CIS 
customers, it will be interesting to see how the energy-intensive metals sector, and particularly the 
country's aluminium enterprise, performs. Metals are the second largest source of non-oil related exports 
after agriculture, with 2.3% of total exports. 

Wasting away 

Although Azerbaijan is at an early stage of its oil boom, the signs of Dutch Disease-in essence, a loss of 
competitiveness in the non-oil economy prompted by exchange-rate appreciation and other factors-are 
particularly ominous. At this point, it is possible that Azerbaijan will make the transition from a sizeable 
agricultural exporter to a major importer in less than the 15 years it took fellow Dutch Disease sufferer 
Nigeria. 

In Azerbaijan's case, several factors conspire to deepen and accelerate the problems associated with 
Dutch Disease. First, its oil boom will be relatively short-lived on current forecasts: oil production will 
begin to decline in 2012. At least while oil receipts are gushing into the state budget, Azerbaijan will be 
able to throw money at some of the most obvious symptoms, as it is currently by hiking wages and 
offering to subsidise fuel purchases for farmers. 

Second, the country's physical and financial infrastructure is underdeveloped and/or dilapidated, and this 
puts the non-oil economy at a huge disadvantage. The banking sector, for instance, scarcely exists 
beyond the major cities; this makes life harder for the country's farmers as they seek to modernise and 
expand. Electricity and water supplies outside the cities are also unreliable, and the road network is 
underdeveloped and in a very poor state of repair. The government's fiscal boom will alleviate some of 
these issues, particularly with regard to the physical infrastructure, although this will not improve utilities 
and the financial sector. 

Third, the country's business environment is hazardous and getting worse and this makes life close to 
impossible for the private sector. The headline problems include: rampant corruption on the part of state 
officials, particularly in the tax and customs departments, as evidenced by Azerbaijan's very poor rating in 
Transparency lnternational's Corruption Perceptions Index; a court system that is open to abuse, delivers 
verdicts at odds with the country's legal code and is often ignored by the authorities it relies upon for 
enforcement; the maintenance of a number of artificial monopolies in the country, including the import of 
basic commodities such as bananas, run for the benefit of well-connected individuals; and a high level of 
interference in the economy by government figures. 

A self-serving elite 

This last problem is probably the most threatening, as in its scale it is excessive even by the standards of 
countries such as Russia, Ukraine and Kazakhstan, as well as neighbouring Georgia and Armenia. Within 
the last two years, a number of major enterprises have been subject to Yukos-style assaults by the 
authorities. Downstream oil company Azpetrol, which was widely considered to be the best-run company 
in the country, was taken over around the time of the 2005 parliamentary election and its major 
shareholders were jailed. Barmek, the Turkish-run power company, was forced out soon after. These are 



merely the highest-profile examples of a declining business environment. Although not reported in the 
international media, since the second half of 2006 a stream of Azerbaijani entrepreneurs have migrated to 
Georgia and Kazakhstan, because they find the business climate more attractive. 

The phenomenon of well-connected Azerbaijan is muscling in on successful businesses has got 
noticeably worse since llham Aliyev succeeded his father, Heydar, as president in 2003. At the time, 
Western states hoped that llham would prove to be a modernising and liberalising force in the country. 
Instead, perhaps because he has been unable to fully control some senior members of the government, 
the country's political elite has encroached further into the private sector. This magnifies the corrosive 
effects of Dutch Disease, and at present it is more a matter of hope than expectation that the private 
sector will be allowed sufficient space to develop. 

Mr Aliyev's government is quite aware of the phenomenon of Dutch Disease, and has taken some 
sensible preventative steps. A large part of the oil revenues are directed to a stabilisation fund, and 
institutions are in place to support the development of the non-oil economy. Yet the best chance for 
Azerbaijan to avoid the worst effects of Dutch Disease rests on Mr Aliyev implementing measures that he 
is politically unwilling or unable to take-namely to break up the artificial monopolies, rein in budgetary 
spending, curb the business empire-building of his inner circle, and promote anti-corruption and the rule 
of law. 

/www.economist.com/ 

http://today.az/news/business/37587.html 

IOC buys 1 mn barrels Azeri crude via tender 
09 March 2007 [11 :44] - Today.Az 

India's largest refiner Indian Oil Corp (JOG) has bought at least 1 million barrels of Azeri Light crude via its 
monthly tender, traders said on Friday. 

IOC bought the barrels from BP. They would be loaded in late April and May. Price details were not yet 
available. 

IOC, which has about 10 refineries spread across India for a total capacity of 1.204 million barrels per 
day, tenders several times a month to buy crude, mainly West African grades. 

It was not clear wl1ether the refiner bought African grades in the latest tender in addition to Azeri Light. 

IOC had already bought about 2 million barrels of West African crude from US major Chevron in the 
previous monthly tender for end-April and May crude. 

It also has contracted to buy 2 million barrels a month of Nigerian Escravos crude through a term tender 
for second quarter lifting from Chevron. Reuters 

l1ttp://today.az/news/business/37590.html 

Agreement to be signed to construct pipeline alternative to BTC 
09 March 2007 (12:24] - Today.Az 

An agreement on construction of the pipeline alternative to Baku-Tbilisi-Ceyhan will be signed next week. 

The pipeline bypassing Bosphorus and Dardanelles will unite Burgas, tl1e port of Bulgaria on the coast of 
the Black Sea with Alexandropoulos, the port of Greece on the coast of the Aegean Sea. 

Athens, Sophia and Moscow leaders are expected to sign the final variant of the document next week. 
The Kremlin says that Russian President Vladimir Putin and Prime Minister of Bulgaria Sergey Stanishev 
will arrive in Athens on this occasion March 14. 

Tl1ough Burgas-Alexandropoulos oil pipeline project was put forward about 1 O years ago, it was delayed 
due to some causes. The work on this project is expected to end in 2010. 

The pipeline will transport 700,000 barrel of Russian and Caspian oil to Mediterranean regions, APA 
reports. 



http:/ !today. az/news/busi ness/3 7600. html 

Georgia to receive Shah Deniz gas from March 15 
09 Marct1 2007 [14:47] - Today.Az 

Georgia will be receiving Shah Deniz Gas via Baku-Tbilisi-Erzurum pipeline as from March 15, Georgia 1s 
Energy Minister Nika Gilauri stated. 

Georgia is receiving natural gas from Azerbaijan through the old pipeline at present while the daily 
amount of Shah Deniz gas it will import has not been set yet, Gilauri added. 

As per the original quota of Georgia for 2007, it shall receive 250 cu m of gas at a price of $63 per 1,000 
cu m. Plus, Turkey will also cede some part of its quota to this country. 

Until April 1, Georgia will be importing 1.3m cubic meters of natural gas from Azerbaijan through the old 
pipeline at a price of $120 per 1,000 cubic meters. 

http://today.az/news/business/3 7 649 .html 

Parex Leasing & Factoring elevates investments fivefold 
10 March 2007 [11:19]-Today.Az 

Latvia's Parex Leasing & Factoring increased investments in Azerbaijan by fivefold in February to 
$5,030,022. 

The Public Affairs Officer Elnara Guliyeva told APA that the leasing operations mostly covered transport 
facilities and equipment for the construction sector. In total, the company has to date signed 317 leasing 
agreements, of which 36 were closed in February. 

The leasing portfolio went 19% to regions and 81% to Absheron Economic Area. 

Also, the group intends to step up the pace of investments in Azeri economy and to increase to $40 
million by the year-end. 

Parex Leasing & Factoring was registered in Azerbaijan in 2005. As of January 1, its authorized capital 
was $50,000 and leasing operations portfolio reached $2.4 million as at March 1. 

The company is a subsidiary of Latvia's Parex Leasing registered in Azerbaijan. 

http:! /today .az/news/business/3 7 661.html 

AZN 13,263m spent on SOCAR's housing resources 
10 March 200'1 [14:55] .. Today.Az 

2,5m sq/m of housing resources, as well as 74 hostels, 51 kinder-gardens, lyceum, education center of 
Baku Oil Processing Plant, 31 summer resorts, 13 culture houses and clubs, 16 sport complexes and 
square, 520-bed hospital, and social establishments function in subordination to State Oil Company, 
SOCAR told the APA 

Last year approximately AZN13, 263m wasted to hosing resources, engineering services of the buildings, 
as well as to 44 hostels for bachelors and 30 hostels for couples. 

Nearly 2400 employee are working in housing resources services. Last year the 412-place hostel of 'Oil 
Rocks' Oil and Gas Producing Department (OGPD) was reconstructed. 96-place hostel has been 
reconstructed in Chilov settlement for the workers of OGPD named after '28 May.' 

http://today.az/news/business/3 7 692.html 



Baku to host international rating conference 
12 Marct1 2007 (13:53] - Today.Az 

In April Azerbaijan Microfinance Association will host an international conference, bringing together about 
20 microfinance organizations, as well as government and bank representatives to discuss rating 
services. 

AMFA Executive Director Jala Hajiyeva told APA-Economics that the conference will mostly focus on 
issues concerning transparency and assessment in financial sector. 

Moody's and Fitch representatives will also attend the event. 

Azerbaijan Micro-Finance Association (AMFA) was established in Azerbaijan on December 19, 2001 with 
the purpose of strengthening the capacity of micro-finance institutions to support sustainable and 
equitable economic growth in Azerbaijan. 19 non-bank and bank organizations are the member of the 
association. 

http:! /today .azlnews/business/3 7 696.html 

Azerbaijan experiments electronic tax declaration 
12 March 2007 [14:40] • Today.Az 

Azerbaijan's Taxes Ministry has started to receive tax declarations on trial. 

Ministry told APA-Economics that the statements will provisionally be in paper because of the debate over 
digital signature in the country. 

Under the State Program for 2005-07, transition toe-declaration system will be complete by this year's 
end. 

Ministry's website offers e-declaration section and taxpayers can fill e-declaration getting password from 
tax authorities. 

http://today.az/news/business/3 7709 .html 

IFC to open $5m credit line to Bank Respublika 
12 March 2007 (22:54] - Today.Az 

IFC inked an agreement with Azerbaijan's Bank Respub/ika to open a $5m credit line on-lending to small 
and medium-sized enterprises. 

Bank Respublika Office in Baku told that the credit line will be used for development of small and 
medium-sized enterprise in the country. 

The total amount of credit lines opened for Bank Respublika by various financial institutions exceeds USO 
75 million, APA reports. 

http://today.azlnews/business/37732.html 

Azerbaijan is microfinance pilot of South Caucasus 
13 March 2007 (09:20] • Today.Az 

Consultative Group to Assist the Poorest awarded two financial institutions of Azerbaijan in 2006. 

Azerbaijan Microfinance Association Executive Director Jala Hajiyeva told that Viator Microcredit and 
Fin Dev Organizations were the winners of the 2006 Financial Transparency Award competition. 

The winners include 20 institutions of Afghanistan, Bangladesh, Bosnia and Herzegovina, Cambodia, 
Jordan, Kenya, Kyrgyzstan, Nicaragua, Pakistan and Tajikistan and only Azerbaijan from the South 
Caucasus, APA reports. 



http:/ !today .az/news/business/3 773 8 .html 

New telecommunication line to be constructed between Georgia and Azerbaijan 
·13 March 200'? [09:2?] - Today.Az 

New telecommunication line is being constructed for amplifying communication between Georgia and 
Azerbaijan. 

The line will pass through the territories of 6 villages in Marneuli region - Tazakand, Azizkand, 
Kapanakchi, Birinci Kosali, lkinci Kosali and Alget. The chief of Marneuli Telecommunications Office 
Temur Babluani said they intend to establish electricity-telephone stations in these villages. 

Inhabitants gathered quite a lot of signatures for it. The villages will be telephoned and they will be able to 
join network after the stations being built. It is only possible to use internet and telephone in Marneuli at 
present, APA's Georgian bureau reports. 

http://today.az/news/business/37740.html 

SOCAR, PTT Public Co Ltd ink one-year agreement 
13 March 2007 (09:29] - Toclay.Az 

Azerbaijan State Oil Company (SOCAR) and Thailand's PTT Public Co Ltd have signed a one-year 
agreement for exportation of crude oil of Azerbaijan. 

The agreement is aimed at delivering 1 m barrels of Azeri Light crude oil a month to Thailand Oil 
Refineries under FOB or CFR conditions. 

This is SOCAR's first long-term agreement with the refinery. The deal will enable SOCAR to deliver 
efficient and quick marketing of the crude oil. 

PTI Public Co Ltd. is one of Thailand's biggest companies engaged in production, refining, transit, import 
and export of crude oil and natural gas. It holds a stake in four refineries at the capacity of 925,000 
barrels a day. APA-Economics 

http://today.az/news/business/37756.html 

Georgian investors interested in Azerbaijan's economy 
13 March 2oo·r [10:03] - Today.Az 

Georgian Prime Minster Zurab Nogaide/i announced overall support to the Caspian Integration Business 
Club (CIBC) during a meeting with the delegation from CIBC and "Caspian Energy" International 
Publishing House on March 9 in Tbilisi. 

The delegation was headed by President and Editor-in-Chief of Caspian Energy IPH (Senior Vice
President of Cl BC-Group) Natalya Aliyeva and President of the Caspian Transport Club (enters in CIBC
Group) Abulfaz Hajiyev. Through the meeting the parties discussed the possibilities of CIBC business 
expansion across Georgia. 

According to Z. Nogaideli, Azerbaijan entrepreneurs will apparently become one of the major investment 
partners of Georgia. 

He reminded that last year SOCAR had purchased the port oil terminal on the Black Sea shore where the 
intensive work is underway up to now and includes laying a railroad and completing the terminal itself. 

"By summer 2007 the railway line will be complete and become one more route intended for Azerbaijan 
oil delivery to world's markets," Z. Nogaideli underscored. 

He also added that the International Bank of Azerbaijan had already obtained a general license and has 
been actively integrating into the Georgia's banking market. 



111 think these concrete proposals will be followed by other Azerbaijani investments in the Georgian 
economy. Georgia's economy is fully open to Azerbaijani investors, 11 Z. Nogaideli said. 

'We are working to attract Georgian investors to Azerbaijani economy. Many investors are interested in 
this business, they are working with their partners and this process does go on. Tl1is is a banking sector, 
processing industry and other sectors of economy as well," Z. Nogaideli resumed. 

http://today.az!news/business/3 7758.html 

SECO to give $5m technical assistance to Azerbaijan 
·13 March 2007 [10:07] - Today.Az 

Swiss State Secretariat for Economic Affairs (SEGO) plans to allocate $5m technical assistance to 
projects being implemented in Azerbaijan. 

SECO Representative for Azerbaijan Thomas Mayer told, APA reports. 

He said half of the assistance will go to Ganja and Sheki Water Supply Project, and the rest to joint 
projects with the National Bank, Finance Ministry, International Finance Corporation etc. 

http://today.az/news/business/3 7789 .html 

Azerbaijan's investment climate promoted in Vienna 
13 March W07 [16:00]. Today.Az 

Azerbaijan Export and Investment Promotion Foundation (AzPromo), Azerbaijan's Embassy in Austria 
(also accredited in Slovakia) organized an investment-promotion workshop in Vienna. 

AzPromo told APA-Economics that the event briefed Austrian businesspeople about Azerbaijan, its 
business climate, industrial potential of energy, foodstuff, construction fields and its fast-growing 
economy. 

The same event will also be held in Bratislava on March 14 and in Dubai on April 3. 

A seminar entitled Investment Prospects of Azerbaijan's Economy was held in Oslo on February 27. 

http:/ !today .az/news/business/3 7 822.html 

Babayev meets with U.S. ambassador 
14 March 2007 [07:59] - Today.Az 

Azerbaijan's Economic Development Minister Heydar Babayev briefed U.S. ambassador to Azerbaijan 
Anne Derse about preparatory activities for Azerbaijan's accession to the World Trade Organization, 
recalling that USTDA and Azerbaijan inked a technical assistance grant agreement in 2002 to support 
Azerbaijan's WTO accession efforts. 

Under the agreement, the Technical Assistance Project started since March, 2003 and then prolonged for 
two more years to September, 2006. Within the scope of the project, some Uruguay Round Agreements 
were translated into Azeri, WTO tables for intellectual property rights, agricultural subsidiary, technical 
barriers in trade, sanitary and phytosanitary measures were drafted, adaptation of Azerbaijan's legislation 
on trade regulations to the WTO regulations were analyzed and the relevant legislative acts were 
translated into English etc. 

The main issue is to improve the legislation at the present phase of the accession process. 

The ambassador noted that the United States can provide any support and technical assistance in the 
country's WTO accession efforts. 

Issues concerning expansion of economic elations between the two nations and support for regional 
social-economic development program were discussed at the meeting, the ministry press service told 
APA-Economics. 

http://today.az/news/business/3 7854.html 



EU supports Nabucco project planning gas transportation from Azerbaijan to Europe 
14 March 2007 {13:25] - Toda~.Az 

Romania is interested in the implementation of the Nabucco project, which will transport Azerbaijan's gas 
to Europe, said Romania's Prime Minister Calin Popescu-Tariceanu. 

Commenting on the mentioning of the Nabucco gas pipeline in the final declaration of the European 
Union, the Prime Minister called this step as support of the project at the level of Europe. He expressed 
Romania's keen interest in the implementation of this project. 

The Nabucco pipeline is a proposed natural gas pipeline that is planned to transport Caspian natural gas 
from Turkey to Austria, via Bulgaria, Romania, and Hungary. Some consider the pipeline as a diversion 
from the current methods of importing natural gas solely from Russia. 

Construction of the 3,300-kilometre pipeline is expected to begin in 2008 and is planned to be finished in 
2011. The construction work, estimated to cost 4.6 billion EUR (5.8 billion USO), is to be shared between 
the five gas companies in each of the countries. 

EU Energy Commissioner Andris Piebalgs said in Bucharest that investing in the Nabucco pipeline is the 
priority for European leadership and donor states support this idea. APA 

http://today.az/news/business/3 7871.html 

Azerbaijan ·finishes drafting Railway Infrastructure Development Program 
14 March 2007 {15:29] Todav.Az 

The work on the Development Program for Railway Infrastructure for 2007-2010 has continued to 
progress and is almost complete. 

Deputy Minister of Transport Musa Panahov said both the infrastructure and trains will be modernized on 
the scope of the program. 

"This is a large project. Transportation will rise after Baku-Tbilisi-Kars railroad comes on line. The 
program is aimed at modernizing the track and rolling stock asset base, energy and communications 
systems etc.," he noted. 

The development and reconstruction activities are calculated to be approximately US$800m in 
investment, of which $100m will be provided by the World Bank. APA-Economics 

http:/ !today .az/news/business/3 7 87 8 .html 

World Bank to consider Azerbaijan Real Estate Registry Project 
14 March 2007 [1"1:31] - Today.Az 

March 21, the World Bank Board of Directors will have discussion over financing Azerbaijan Real Estate 
Registry Project. 

The WB Office in Baku told APA that a $30m loan for 20 years (Libor +0.5% per annum) will be extended 
through the EBRO to finance the five-year project. 

The project participants are Azerbaijan State Real Estate Registry Service, State Land and Cartography 
Committee and State Agency for Public Property Management. 

http://today.az/news/business/3 7917 .html 

World Bank supports E-Government Project in Azerbaijan 
15 March 2007 {08:42] - Today.Az 

Azerbaijan intends to seek the World Bank's assistance in implementation of e-government project, said 
Azerbaijan's Information and Technologies Minister Ali Abbasov. 

"We are conducting active negotiations with the World Bank. The Bank supports this project, 11 he noted. 



He added that project will be financed from the next fiscal year. APA-Economics 

http://today.az!news/business/3 7934.html 

US Supports Development of Real Estate Registry System in Azerbaijan 
15 March 200"1 [09:01] - Today.Az 

March 1 SJ 2007 USAID SME Support through Financial Sector Development Project implemented by 
ACDINOCA will sign a Memorandum of Understanding with the Azerbaijan State Real Estate Registry 
Service. 

The main goal and objective of this cooperation is to develop the law on "Cadastre of Real Property" in 
order to increase the services and effectiveness of the real property registry and rights of property owners 
in Azerbaijan. 

This assistance will include documenting and clarifying existing problems in registry operations; analysis 
of the current legislation; study of best practices of the world, as well analysis of appropriate legislation; 
development of a draft law; development of other normative documents needed to implement the new law 
as well as presentation of the draft law and explanation of its importance and use; organization of an 
international conference on immovable property cadastre and real property rights registration; conducting 
training; publication of articles in the mass media and project newsletters. 

The Memorandum of Understanding will be signed between Muhammad Junaid, ACDINOCA Chief of 
Party and Arif Garashov, Chairman of State Real Estate Registry Service, APA reports. 

http://today.az/news/business/3 7968 .html 

World Bank to extend $25m to Azerbaijan Real Estate Registry Project 
15 March 2007 [16:40] Today.Az 

Azerbaijan Real Estate Registry Project is expected to be approved by the World Bank Board of 
Directors. 

According to the preliminary assessment of the project, the lead-time is five years and the project costs 
$38 million, of which $13 will be provided by the Government of Azerbaijan, said Arif Garashov, Chairman 
of the State Real Estate Registry Service, APA reports. 

He added that the project is aimed at immovable property cadastre and real property rights registration. 

The World Bank Board of Directors will have discussion over Azerbaijan Real Estate Registry Project on 
March 21. 

The project will be financed by a loan for 20 years (Libor +0.5% per annum) to be extended through the 
EBRO. 

The project participants are Azerbaijan State Real Estate Registry Service, State Land and Cartography 
Committee and State Agency for Public Property Management. 

http://today.az/news/business/38018 .html 

IFC, BP, AMFB to finance service companies in Azerbaijan 
16 March 200"1 [08:48] - Today.Az 

The IFC, Azerbaijan Microfinance Bank and BP-Azerbaijan intend to sign an agreement to provide 
funding to service companies engaged in oil sector. 

IFC Office in Baku told APA-Economics that the project costs $1 Sm of which, $6m will be provided by the 
Corporation. 

The other two project participants will also offer financial facilities. The finances will be collected in a 
revolving fund to extend loans to the service companies. 
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LIFE ALONG THE PIPELINE: BTC'S IMPACT ON AZERBAIJAN 
3/15/07 
A EurasiaNet Photo Story 
Photos by Rena Effendi. Text by Rovshan lsmayilov 
Part 1of3 

As part of its ongoing coverage of energy issues in the South Caucasus, EurasiaNet is providing an 
illustrated overview of how the Baku-Tbilisi-Ceyhan oil pipeline has affected the lives of residents in its 
three host countries: Azerbaijan, Georgia and Turkey. Here, photographer Rena Effendi and writer 
Rovshan lsmayilov document the changes in Azerbaijan. 

Some 40 kilometers from the Azerbaijani capital of Baku stands a marvel of modern engineering -- the 
British Petroleum-operated Sangachal oil and gas terminal, a 730-hectare facility with room for over 2.6 
million barrels of oil. This is the start of the 1, 760-kilometer-long, $4-billion Baku-Tbilisi-Ceyhan oil 
pipeline, the South Caucasus' largest energy project. And this is where the debate begins over the role of 
hydrocarbons in shaping the region's future. 

Over a 20-year span, Azerbaijan is projected to receive as much as $230 billion in revenue from energy 
development and export ventures, including the Baku-Tbilisi-Ceyhan (BTC) pipeline and the South 
Caucasus gas pipeline. Some $1.5 billion from a related oil fund for various social welfare and 
infrastructure programs has been spent since 2005 on constructing housing for internally displaced 
persons as well as building roads, bridges and water pipelines, among other projects. Another $1.46 
billion remains in the fund for future use. 

But in the village of Sangachal, a poverty-stricken hamlet of 4,500 people less than two kilometers from 
the oil and gas terminal, some residents contend that these promised benefits mean little. 

Since the BTC pipeline's official inauguration in May 2006, Sangachal residents have been beset by a 
string of health problems, according to environmental activist Shak~1la Tagiyeva, a 37-year-old 
kindergarten teacher. Roughly 35 children have been born since then with congenital birth defects, and 
the number of residents dying from cancer has increased, she claimed. Tagiyeva puts the blame on toxic 
nitric oxide gases she says that the terminal is emitting. To date, though, neither the government nor 
British Petroleum (BP) have responded to written protests about the matter, she added. 

For energy expert llham Shaban, editor of the Turan-Energy daily bulletin, the accusations illustrate the 
misconception in Azerbaijan that British Petroleum and other oil companies can correct all existing social 
ills. The terminal, he said, 11meets all safety standards." British Petroleum is being used as a scapegoat, 
he suggested, adding that blame for villagers' poor health should fall elsewhere. 11[T]he environmental 
situation in Sangachal has always been terrible and it always was one of the most disadvantaged 
settlements in the country," Shaban claimed. 

The Baku-Tbilisi-Ceyhan oil pipeline and the South Caucasus gas pipeline pass through 11 different 
regions in Azerbaijan, skirting or directly crossing 70 different towns, villages and hamlets. 

In most places, the pipelines have brought few changes to residents' lives. Enthusiasm about their 
presence is scarce. As elsewhere in Azerbaijan, complaints persist about unemployment, poor 
healthcare, water supply and electricity. Ironically, the South Caucasus pipeline even passes under some 
villages where people have gone without gas for more than a decade. 

Benefits from the BTC pipeline, however, are readily evident. In the case of Sangachal, as in almost all 
populated areas situated along the BTC and South Caucasus pipeline routes, British Petroleum 
renovated the village school, built a new kindergarten, installed a new sewer system, and constructed a 
new road. About 500 Sangachal residents were hired to work on construction of the pipeline, according to 
BP. 



Residents of Talish, a village in the central region of Kurdamir, say that the new large houses and 
expensive cars that line their streets are the result of compensation paid to landowners by BTC 
Company, which built and manages the Baku-Tbilisi-Ceyhan pipeline, and wages earned by local hires 
working on the BTC and South Caucasus pipelines. The medium monthly wage for pipeline workers was 
$350, a relatively high salary for Azerbaijan's regions. 

The BTC Company, made up of 11 Azerbaijani and international companies, paid over $14.7 million to 
Azerbaijani landowners during the pipeline's three-year construction period for use of their land, 
according to BP, the pipeline project's largest investor. The largest compensation ($300,000) was paid to 
a farmer in the region of Tovuz, while the smallest ($150) went to a family in the region of Hajigabul, 
about 20 kilometers from Baku. 

Not surprisingly, given the potential sums involved, most pipeline protests in Azerbaijan have focused on 
compensation, rather than on environmental or other concerns. The most serious of these outcries has 
been the case of 14 families from the village of Hajali, located in western Azerbaijan. These families claim 
that they were never paid for use of their land, and accuse local officials of fraud. Forty-year-old Hajali 
villager Mehman Hasanov claims that when compensations were being paid for land use, his land was 
illegally registered in the name of a relative of the then chairman of the regional executive committee. 
After losing a case before the Azerbaijani Supreme Court, the village's 14 families now have an appeal 
before the European Court for Human Rights in Strasbourg. 

Complaints about compensation practices primarily concern local officials, and not members of the 
national government. One activist, however, argues that British Petroleum itself shares much of the 
blame. Mais Gulaliyev, president of the Civil Initiatives Center, a Baku-based non-governmental 
organization and one of the very few outspoken BTC critics, claims that the company has not responded 
adequately to disputed compensation claims. Despite "56 meetings with BP representatives," he said, 
""[t]hey always promised to find out [what was wrong], but did not solve a single problem yet." British 
Petroleum representatives did not respond to an interview request for this story. 

Shaban, the Turan-Energy analyst, disagrees with Gulaliyev's criticism of BP. "[l]t is not BP's problem that 
the local authorities in some regions falsified documents," Shaban commented. "We can imagine what 
would have happened if compensations had been paid by the government. We would not have 14 
unhappy families now, we would have 4,000." 

In the end, compensation was paid, locals were hired, and the pipeline was constructed on schedule, he 
adds. "BP is a company, not a government to solve the social problems of the people in our country." 

Editor's Note: Rovshan lsmayilov is a freelance reporter based in Baku. Rena Effendi is an award-winning 
freelance photojournalist based in Baku. 

A project to monitor the Baku-Tbilisi-Ceyhan pipeline project is being run by local non-governmental 
organizations with the support of the Open Society Institute-Azerbaijan and with the cooperation of British 
Petroleum. EurasiaNet operates under the auspices of the Open Society Institute in New York. 

Editor's Note: Rovshan lsmayilov is a freelance reporter based in Baku. 

http://usinfo.state.gov/xarchives/display.html?p=washfile
english&y=2007 &m=March&x=20070326180650zjsredna0.5383112 

26 March 2007 

U.S. Seeks Stable Energy Markets in Caspian Region, Officials Say 

New pipelines mean competition, not confrontation with Russia 

Washington --The United States can play a constructive role in the Caspian Sea region by negotiating 
framework agreements to diversify energy production and delivery, according to Deputy Assistant 
Secretary of State for Southeast Europe Matthew Bryza. 



A memorandum of understanding (MOU) signed by the governments of the United States and Azerbaijan 
shows the benefits of the U.S. approach, Bryza said March 22. 

The MOU, signed March 22, expresses the intention of both governments to establish a high-level 
dialogue on energy security in the Caspian region. The main object of the dialogue would be to realize 
pipeline connections that would transport natural gas from the Azerbaijani capital and Caspian port of 
Baku to Italy and Austria, thus giving it direct access to European and global markets. 

11We're not going to subsidize it, we're not going to pressure anybody, but we're going to do whatever we 
can to help eliminate disinformation and smooth the investment process," Bryza said about the main 
project mentioned in the agreement. 

The project consists of joining the existing pipeline, which runs from Baku through Tbilisi in Georgia to the 
Turkish Black Sea port of Erzurum, to a new pipeline that would continue from Turkey through Greece to 
Italy. Later the natural gas also could move through the planned Nabucco pipeline from Turkey through 
Bulgaria, Romania and Hungary, to Austria. 

The project would help increase energy cooperation, diversify natural gas sources for Europe and allow 
Azerbaijan and private companies to bring their product to the European market "on more market-based 
terms," Bryza said. 

Now, most pipelines in the Caspian region and in Central Asia are owned or controlled by Russia. Both 
planned delivery routes of Caspian natural gas would be privately built and operated, and would bypass 
Russian territory. 

"I would say monopolies in general are a bad idea -- especially in the energy sector," Bryza said. He 
added that by supporting the projects, the United States seeks "competition, not confrontation with 
Russia." He said the competition might even help the Russian gas monopoly Gazprom by making it 
operate better. "The Russians are great competitors in everything," he said. 

The United States has been involved in promoting several pipeline projects in the area -- most recently 
the Baku-Tbilisi-Ceyhan pipeline that transports Caspian oil to a Turkish port of Ceyhan. 

The energy-rich region of the Caspian Sea and Central Asia comprises mostly landlocked former Soviet 
republics that need foreign investments to develop their resources and deliver them to world markets. The 
bulk of oil and gas is located in Azerbaijan, Kazakhstan, Turkmenistan and Uzbekistan. Turkmenistan and 
Uzbekistan are especially rich in natural gas. 

Since the dissolution of the Soviet Union, the United States and other energy-consuming nations have 
looked at the region as a potential alternative source of energy to the less politically stable Middle East. In 
addition, the region's geographic location next to Iran, Afghanistan and Pakistan gives it a strategic 
position in the global War on Terror. 

But the region is not without its own sources of instability, including ethnic tensions, radical Islamic 
movements, corruption, drug trade and repressive, authoritarian regimes. Bryza said that democracy and 
human rights remain on the bilateral agenda with Azerbaijan, together with security and energy issues. 
"So we need a balance. We need to pursue all three at the same times," he said. 

Evan A Feigenbaum, deputy assistant secretary of state for South and Central Asian affairs, said U.S. 
policy toward the region goes beyond the economic area. "We aim to support the development of fully 
sovereign, stable, democratic nations," he said in Washington March 20 to the U.S.-Kazakhstan Business 
Association and the American-Uzbekistan Chamber of Commerce. (See related article.) 

Despite their predominantly centralized, interventionist governments, some countries of the Caspian Sea
Central Asia region remain largely open to foreign investment and avoid tight state control over energy 
sectors. Azerbaijan and Kazakhstan have been particularly successful in attracting foreign funds by 
opening their energy sectors to major Western companies, according to economic experts. 

Feigenbaum rejected the idea that the United States treats Central Asia merely as an arena of 
competition with other powers. "We encourage the development of as many trade links in as many 



directions as possible .... Countries should never be left with only one option -- one market, one trading 
partner, one vital infrastructure link," he said. 

For additional details, see a transcript of Bryza's remarks. 

http ://today.az/news/business/3 8313 .html 

World Bank announces Small Grants Program in Azerbaijan 
27 March 2007 [i 5:09] - Today.Az 

The World Bank and Azerbaijan's Communications and Information Technologies Ministry have jointly 
announced Small Grants Program for involvement of citizens in information society. 

The Ministry Officer Rufat Gulmammadov told a press conference that the CIT Ministry is the first among 
Azerbaijan's state agencies to carry a joint project with the World Bank. The total amount of grants is 
$50,000, APA reports. 

"We offered NGOs to submit proposals on the fields they want. We suggest the priority be given to 
projects aimed at development of democracy, human rights and information freedom and youth leisure," 
he said. 

The NGOs, registered by the Justice Ministry, can apply or the grant program competition. The proposals 
can cover education and health sector reforms through application of new technology, transparency of 
budget, integration of the youth to the civil society, social defence, public transparency, poverty reduction, 
human rights protection etc. 

The projects should be submitted in two copies in Azerbaijani and English with 2 or 3 pages long 
application to Azerbaijan Community Development Research and Training and Resource Center by April 
27. 
The Small Grants Program (SmGP) is one of several facilities or programs supported by the World Bank 
that provides grants to NGOs and other organizations of civil society. 

The SmGP aims to make development more inclusive and equitable by providing funds for activities that 
support the civic engagement of marginalized and vulnerable groups. 

Accordingly, grants focus on empowering people who have been historically excluded from society's 
decision-making processes, such as women, youth, people from racial and ethnic groups, people with 
low-income, and people from rural areas. 

They also aim to enhance partnerships with key players in support of the development process. Key 
players could include government agencies, civil society organizations, multilateral and bilateral agencies, 
foundations, and the private sector. 

The Program is funded by the Development Grant Facility and was created in 1983. 

http://today.az/news/business/38288.html 

For rate of credit growth, Azerbaijan is in highest-risk category 
26 March 2007 [20:19] Todav.Az 

The highest rate of lending since the eve of the Asian crisis in 1997 is "stretching" banking systems 
worldwide, according to Fitch Ratings. 

Credit growth is running at an 11 percent pace, making banking systems vulnerable to an increase in bad 
debts, Fitch said in a report yesterday. The weakness is more pronounced in developed countries, with 
Australia, Canada and Iran joining Iceland, Russia and Azerbaijan in the highest-risk category. 



"We're finding conditions that in the past have been leading indicators of problems for the banking 
system," Richard Fox, an analyst at Fitch in London, said in a telephone interview. "There's clearly a 
global credit boom taking place -- the longer it goes on the more stretched banking systems get." 

Banking system stress is signaled when rapid lending growth is accompanied by "strong" increases in 
equity or property prices, or by the strength of the real exchange rate, Fitch said. Seventy percent of 
developed countries show "moderate" or "high" vulnerability to stress, compared with emerging nations 
where "only half' are potentially vulnerable, Fitch said. 

Iceland, where private sector credit rose by more than 63 percent of gross domestic product last year, 
remains in the highest-risk category, along with South Africa, Russia and Azerbaijan. The four have been 
joined by Australia, Canada and Iran, Fitch said in its latest "Bank Systemic Risk" report. 

Fitch also measures the strength of countries' banking systems to gauge their overall vulnerability. Strong 
banking systems, which are found in "almost all" developed countries, are better able to deal with adverse 
shocks, Fitch said. 

"Developed countries in the high-risk categories are starting from a strong point," said Fox. "We're less 
concerned about them than about Russia, Kazakhstan and Azerbaijan, say." 

Nine of the 1 O fastest rates of growth in credit are to be found in central and eastern Europe and in the 
Confederation o'f Independent States, where banking systems are typically "weak" and less able to 
withstand stress, Fitch said. 

The pace of credit growth in some countries where the ratio between lending and GDP is already high, 
such as Kazakhstan, the Baltic nations and Ukraine, is so fast "as to warrant special concern," Fitch said. 

The quality of China's banking system has improved because of strengthened capitalization, a smaller 
number of non- performing loans and a strong economy. The improvement is good news for everyone, 
Fox said. 

"The bigger the banking system and the weaker it is, the more we're concerned about it," he said. APA 

http://today.az!news/business/3 8284.html 

Azerbaijan's GDP up 41.7% y-o-y in 2M07 
26 March 200·1 (15:55] - Today.Az 

Azerbaijan saw its Gross Domestic Product grow 41. 7% year-on-year to $3.8 billion in January and 
February 2007, the South Caucasus nation's government statistics agency said Monday. 

Population income grew 33% over the period, to $2.123 billion. 

The average per capita income reached $252 in the year's first two months, a 31.5% increase on 2006. 

The post-Soviet Caspian nation has been able to step up its economic development and improve living 
standards in recent years due largely to high foreign investment in its vast hydrocarbon reserves as well 
as revenue from oil exports. RIA Novosti 

http://today.az/news/business/3 8261.html 

WB lends $30 million for Real Estate Registration Project 
24 March 2007 [20:33] - Today.Az 

The World Bank has set aside a $30 million loan for the Real Estate Registration Project in Azerbaijan 
with a grace period of 5 years, the World Bank announced on March 22. 



The objective of the project is to ensure a reliable, transparent and efficient real estate registration system 
to improve both the legal security for real estate and the management and use of State-owned immovable 
property in the country. 

Azerbaijan has been a WB member since 1992. WB has lent over $1 billion on 36 projects in Azerbaijan 
for the past 15 years. AzerTAg 

http://today.az/news/business/3 8249 .html 

Georgian Oil and Gas Corporation opens branch in Azerbaijan 
23 March 2007 [23: 15] • Today.Az 

Former Ambassador in Azerbaijan Zurab Gumberidze was appointed the head of Georgian Oil and Gas 
Corporation branch office in Azerbaijan. 

As it was stated at the corporation, Gumberidze will prepare business meetings with Azeri gas distribution 
companies, will also carry out technical meetings with partner countries and inform headquarters' office in 
Georgia on ongoing situation in this sphere. 

Georgia signed two contract on gas supply with Azerbaijan side: Azerbaijan state owned company 
Azerigas delivers 1.3 cu, m, a day and 1 cu.m gas though Baku-Tbilisi-Erzerum gas pipeline. GBC 

http://today.az/news/business/3 8219 .html 

Poland wants energy corridor from Caspian 
22 March 2007 [23:23] - Today.Az 

Polish President Lech Kaczynski's visit to Azerbaijan and Kazakhstan is expected to focus on the building 
of a crude oil transportation corridor from the Caspian Sea. 

"One of the elements of such cooperation is cooperation in the energy sector," Piotr Naimski, the deputy 
economy minister who is in charge of diversification of sources of energy supplies, said Wednesday. 

'We hope that Kazakh authorities will be able finalize their decision on the country's involvement in the 
Odessa-Brody-Plock project which truly may (be) called the Aktau-Georgia-Black Sea-Odessa-Brody
Plock-Gdansk project." 

The comments were reported by the PAP news agency. 

Naimski said if the corridor were implemented, it will involve Kazakhstan, Azerbaijan, Georgia, Ukraine 
and Poland. 

Kaczynski's trip to Central Asia runs from March 28-31. UPI 

http://today.az/news/business/3 8188.html 

Energy prices increase pushes up communications expenses by AZN 2.Smln in 
Azerbaijan 
20 March 2007 [10:24] - Today.Az 

Energy prices hike pushed up the expenses by approx. AZN 2mln to 2. 5mln in the communications 
sectors, said Azerbaijan's Communications and Information Technologies Minister Ali Abbasov. 

While the ministry applied to the Tariff Council to cut inter-city and international talks prices as well as 
subscription fees. 

The proposals also aim to limit excessive home telephone use in Baku, APA-Economics reports. 



http ://today .azJnews/business/3 817 4 .html 

Azerbaijan enjoys 4.4% agricultural growth 
~?O March 200'7 [09:55]. Today.Az 

As of March 1, despite unfavorable weather 30, 800 hectares have been planted for sp,ring sowing in 
Azerbaijan, up 10. 3% from a year earlier. 

State Statistical Committee told APA-Economics that the potato acreage jumped 12.3%, vegetable 
planting rose 3.5% and perennials sowing increased 5.4% this year. 

The vegetable and livestock products production rose 4.4% year-on-year in January and February. 

Forestry production reached AZN 105,800, fishing AZN 14,900, hunting AZN 300 in the country. 

http:! /today .azJnews/business/3 8177 .html 

Nation's gross incomes advance 33% in Jan-Feb 
20 Marcti 2007 (10:03] • Today.Az 

During the period of January and February, Azerbaijani population's pre-tax earnings rose 33%, year-on
year, to AZN 1,825. 7mln. 

State Statistical Committee told APA-Economics that per capita income leaped 31.5% to AZN 216.8. 

Population's net take-home earnings after taxes, compulsory charges and voluntary membership dues 
grew to AZN 1,636.1 min, up 37.2% from a year earlier. 

Of the incomes, people spent 76.9% on consumption expenses, 10.4% for taxes, social insurance and 
voluntary membership dues and 12.7% for increasing savings and capitals. 

http:! /today .azJnews/business/3 83 3 9 .html 

Booz Allen Hamilton to submit proposals on Innovation Zones to Azerbaijan 
27 March 2007 [20:29] • Today.Az 

Boaz Allen Hamilton consulting firm will submit the package of proposals on Regional Innovation Zones 
Establishment Project to the Ministry of Communications and Information Technologies in a few days. 

The consulting firm prepared proposals, by exploring the prospects of the establishment of Regional 
Innovation Zones in Azerbaijan. 

Ministry's official for Information Society Development Rufat Gulmammadov said the package of 
proposals will be translated into Azerbaijani within two or three weeks and sent to the Government, APA
Economics reports. 

He said the zones will have a favorable tax, customs system. 

"We are learning the lesson of some 50 developed countries. The zone project includes establishment of 
technopark, software, equipment market, transit info center and university of technology etc.," he noted. 

He added that presentation of an electronic library will be held in Baku in the nearest future. 

He said that the work on establishment of supercomputer center, e-counters, e-business and online 
payment systems has continued to progress. 

http ://today .azJnews/business/3 84 82.html 

Baku hosts US-Azerbaijan Industry-State Relations Forum 
29 March 2007 [15: 17] • Todav.Az 

The US-Azerbaijan Industry-State Relations Forum has started in Baku on Thursday. 



Senior Advisor of the Foreign Economic Relations Department of the Cabinet of Ministers, Elisa 
Mammadov said the main objective is to discuss further development of cooperation between state 
bodies and industry, adoption of effective legislation and normative documents for export and controls, 
presentation of new Internal Control Program for exporters, APA-Economics reports. 

Donald Grid, Export Controls Program Manager for Central Asia and Caucasus the forum is aimed at 
strengthening export controls in Azerbaijan and improving transparency. 

The two-day event will focus on international agreements on export controls over military equipment, 
chemical, biological and nuclear weapons and other goods. 

http ://today.azJnews/business/3 8469 .html 

Azerbaijan-Georgia-Turkey power line construction possible in a few years 
29 March 2.007 [09:44] - Today.Az 

It will be possible to construct Azerbaijan-Georgia-Turkey power line while no concrete agreement has 
been reached yet, said Azerenergy Vice-President Marlen Asgarov. 

He said the issue was first conceived in 1993-1994. "For implementation of this project, the countries 
should reach trilateral agreement and carry out technical and economic assessment," he added. 

At present Azerbaijan and Georgia exchange electricity t~1rough the existing power lines, APA-Economics 
reports. 

http:! /today .azJnews/business/3 8464 .html 

Next meeting on Azerbaijan's WTO accession efforts scheduled for May-June 
29 March 2007 [09:36] • Today.Az 

The next round of negotiations on Azerbaijan's WTO accession efforts is scheduled for May-June. 

Deputy Foreign Minister, WTO accession negotiator Mahmud Mammadguliyev told APA-Economics 
Azerbaijan doesn't yield to concession the organization wants. 

'We are currently negotiating on the issue. Now, any concession is out of question. We also have 
proposals," he noted. 

He added that Azerbaijan has sent proposals on services to the WTO secretariat and will soon send the 
package of proposa Is on goods. 

http://today.az!news/business/3 84 5 5 .html 

Communications services grow 16.5% in Azerbaijan, Jan-Feb 
29 March 2007 [09:26] • Today.Az 

Communications services provided for the legal entities and individuals in Azerbaijan amounted to AZN 
$89. 7mln during January and February, up 16. 5% from a year earlier. 

Privately owned communications entities provided 72.6% of the services, State Statistical Committee told 
APA-Economics. 

The revenues came 76.6% directly from services provided for population. 

The amount of mobile services incomes grew 23.1 %, year-over-year, accounting for 2/3 of all 
communications services. 

Communications services growth as 22.5% in Guba-Khachmaz economic zone, 15.9% in Daglig Shirvan, 
23.4% in Sheki-Zagatala, 16.1 % in Aran, 2.7% in Absheron, 7.3% in Gazakh, 26.1 % in Nakhchivan and 
14% in Lenkeran. 

http ://today .azJnews/business/3 844 7 .html 



Latvian Minister for Special Assignments for E-Government Affairs to visit Baku 
29 March 2007 (09:09] - Toda\{.Az 

Ina Gudele, Minister for Special Assignments for Electronic Government Affairs of Latvia will arrive in 
Baku. 

Ina Gudele will have meetings with her Azerbaijani counterpart Ali Abbasov, Economic Development 
Minister Heydar Babayev, Culture and Tourism Minister Abulfas Garayev and Education Minister Misir 
Mardanov within her two-day visit. 

The main objective of the visit is to discuss development of mutual relations in the sphere of information 
technologies and electronic government system. 

The visitor will inform Education Minister of information and communication and technical education in 
Latvia and discuss the application of this system in Azerbaijan. 

Application of electronic registration system in archives and museums will be discussed during the 
meeting in Culture and Tourism Ministry. 

Latvian embassy informed APA that though official agreements are not expected to be signed within the 
visit, it is possible that commercial agreements will be reached in business circles. 

http://today.azJnews/business/3843 l .html 

Georgian parliament ratifies regional railway project agreement 
28 March 2007 (23:50] - Today.Az 

Georgian parliament unanimously ratified the agreement on construction of Kars-Tbilisi-Baku railway 
project. 

The intergovernmental agreement on planning, financing, reconstruction and exploitation terms of 
Marabda-Kartsakhi section of the railway has also been ratified. 

Azerbaijan will loan $200million to Georgia for 25-year term for the construction of the railroad, APA's 
Georgia bureau reports. 

http:/ !today .azlnews/business/3 84 2 8 .html 

Transport Ministry to prepare program to reconstruct streets and roads in Baku 
28 Marct1 200? [23:45] - Today,Az 

Azerbaijan's Transport Minister Ziya Mammadov reviewed streets and roads in Baku. 

The Ministry secretariat told APA-Economics that the minister was dissatisfied with condition of roads and 
streets and commissioned Azeryolservis, State Road Service Company, to develop a program for 
reconstruction works. 

http://today.azJnews/business/3 8421.html 

Azerbaijan works on power network reconstruction program 
28 Marcl1 2007 [23:37] - Today.Az 

Azerenergy, State Electricity Company, has sent the Government the draft program aimed at 
reconstruction of power grids, networks and stations in the country, said Company Vice-President Marlen 
Asgarov. 

He said the low-voltage system has become obsolete for 70 years. 

"Reconstruction works require a great amount of funding. We will need some $300 million. This can come 
from the state budget," he noted. 

He added that some part of the funding can also be borrowed from foreign banks. APA-Economics 



http:/ !today .azJnews/business/3 8408 .html 

Government may reconsider state budget blueprint soon 
28 March 2007 [23:22] • Today.Az 

In late May or early June, the Government of Azerbaijan might reconsider revenues and expenditures of 
the state budget for 2007, said the Cabinet's Financial Policy Officer Ogtay Hagverdiyev. 

He said the Government is studying the prospects and considering the existing trend. 

"There appears no problem with the budget at present. The matter is the use of additional inflow. 
However, the draft budget may be not reconsidered if the current trend changes in a few months," he 
added, APA-Economics reports. 

http://today.az/news/business/38390.html 

Azerbaijan oil output to double by 2010 
28 March 2007 (16:09] - Today.Az 

Azerbaijan's Energy Minister said Wednesday that the ex-Soviet Caspian Sea nation would double its oil 
output by 2010. 

Azerbaijani Energy Minister Natiq Aliyev said at a news conference that crude production, which stood at 
32.3 million tons last year, would reach 65 million tons in 2010. 

Aliyev said most of the oil would be produced at Azeri-Chiraq-Guneshli fields which will also account for 
the bulk of the nation's natural gas ouput expected to reach 30 billion cubic meters in 2010. 

Crude supplies began last year via the US$4 billion Baku-Tbilisi-Ceyhan pipeline that allows the West to 
tap oil from the Caspian Sea fields, estimated to hold the world's third-largest reserves, bypassing Russia 
and Iran. 

Washington staunchly supported the 1,768-kilometer (1,100-mile) pipeline as part of a strategy to tap 
sources of crude outside of the Middle East and draw the Caspian states away from Russia and closer to 
the West. 

/Houston Chronicle/ 

http://today.az/news/business/3 83 71.html 

Azerbaijan intends to set up information resources registry system 
28 March 2007 (09:57] - Today.Az 

Azerbaijan intends to form information network and resources registry system to control and register the 
firms engaged in this sphere, said Communications and Information Technologies Ministry Officer for 
Information Society Development Rufat Gulmammadov. 

"The purpose is to ensure that the websites are more reliable and inline with standards. The websites of 
the government bodies will be constructed under the regulations approved by the Cabinet," he noted. 

He said the internet resources creating firms will have to meet some requirements such as having 
employees with ten years of experience etc, APA reports. 

http:/ !today .az/news/business/3 83 62 .html 

Two IMF missions to visit Baku in April 
28 Marct1 2007 (09:41] - Today.Az 

Two IMF missions for technical assistance will visit Azerbaijan in April. 

IMF Office in Azerbaijan told APA-Economics that the missions will render technical assistance to the 
National bank and State Statistical Committee. 



Obert Nyawata will lead the first mission to Baku on April 16 through 30, and the next mission will be in 
Azerbaijan from April 18 to 25. 

The National Bank and Statistical Committee asked for technical assistance during the visit of Vitali 
Kramarenk, IMF Officer for Middle Asia and Near East. The mission will render technical assistance to the 
committee to improve methodology for Consumer Price Index calculation in the country. 

http://today.az/news/business/38355.html 

U.S. seeks stable energy markets in Caspian region, officials say 
28 March 2007 (00:50] - Today.Az 

New pipelines mean competition, not confrontation with Russia. 

The United States can play a constructive role in the Caspian Sea region by negotiating framework 
agreements to diversify energy production and delivery, according to Deputy Assistant Secretary of State 
for Southeast Europe Matthew Bryza. 

A memorandum of understanding (MOU) signed by the governments of the United States and Azerbaijan 
shows the benefits of the U.S. approach, Bryza said March 22. 

The MOU, signed March 22, expresses the intention of both governments to establish a high-level 
dialogue on energy security in the Caspian region. The main object of the dialogue would be to realize 
pipeline connections that would transport natural gas from the Azerbaijani capital and Caspian port of 
Baku to Italy and Austria, thus giving it direct access to European and global markets. 

"We're not going to subsidize it, we're not going to pressure anybody, but we're going to do whatever we 
can to help eliminate disinformation and smooth the investment process," Bryza said about the main 
project mentioned in the agreement. 

The project consists of joining the existing pipeline, which runs from Baku through Tbilisi in Georgia to the 
Turkish Black Sea port of Erzurum, to a new pipeline tr1at would continue from Turkey tr1rough Greece to 
Italy. Later the natural gas also could move through the planned Nabucco pipeline from Turkey through 
Bulgaria, Romania and Hungary, to Austria. 

The project would help increase energy cooperation, diversify natural gas sources for Europe and allow 
Azerbaijan and private companies to bring their product to the European market "on more market-based 
terms," Bryza said. 

Now, most pipelines in the Caspian region and in Central Asia are owned or controlled by Russia. Both 
planned delivery routes of Caspian natural gas would be privately built and operated, and would bypass 
Russian territory. 

"I would say monopolies in general are a bad idea -- especially in the energy sector," Bryza said. He 
added that by supporting the projects, the United States seeks "competition, not confrontation with 
Russia." He said the competition might even help the Russian gas monopoly Gazprom by making it 
operate better. "The Russians are great competitors in everything," he said. 

The United States has been involved in promoting several pipeline projects in the area -- most recently 
the Baku-Tbilisi-Ceyr1an pipeline that transports Caspian oil to a Turkish port of Ceyhan. 

The energy-rich region of tr1e Caspian Sea and Central Asia comprises mostly landlocked former Soviet 
republics that need foreign investments to develop their resources and deliver them to world markets. The 
bulk of oil and gas is located in Azerbaijan, Kazakhstan, Turkmenistan and Uzbekistan. Turkmenistan and 
Uzbekistan are especially rich in natural gas. 

Since the dissolution of the Soviet Union, the United States and other energy-consuming nations have 
looked at the region as a potential alternative source of energy to the less politically stable Middle East. In 
addition, the region's geographic location next to Iran, Afghanistan and Pakistan gives it a strategic 
position in the global War on Terror. 



But the region is not without its own sources of instability, including ethnic tensions, radical Islamic 
movements, corruption, drug trade and repressive, authoritarian regimes. Bryza said that democracy and 
human rights remain on the bilateral agenda with Azerbaijan, together with security and energy issues. 
"So we need a balance. We need to pursue all three at the same times," he said. 

Evan A. Feigenbaum, deputy assistant secretary of state for South and Central Asian affairs, said U.S. 
policy toward the region goes beyond the economic area. "We aim to support the development of fully 
sovereign, stable, democratic nations," he said in Washington March 20 to the U.S.-Kazakhstan Business 
Association and the American-Uzbekistan Chamber of Commerce. 

Despite their predominantly centralized, interventionist governments, some countries of the Caspian Sea
Central Asia region remain largely open to foreign investment and avoid tight state control over energy 
sectors. Azerbaijan and Kazakhstan have been particularly successful in attracting foreign funds by 
opening their energy sectors to major Western companies, according to economic experts. 

Feigenbaum rejected the idea that the United States treats Central Asia merely as an arena of 
competition with other powers. "We encourage the development of as many trade links in as many 
directions as possible .... Countries should never be left with only one option -- one market, one trading 
partner, one vital infrastructure link," he said. 

/www.usinfo.state.gov/ 
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Azerbaijan interested in Nabucco pipeline, Energy Minister says 
30 March 200"7 [10:23] .. Today.Az 

Azerbaijan is interested in implementation of the Nabucco pipeline and is ready to be a transit player, said 
the country's industry and energy minister Natig Aliyev. 

"The pipeline will deliver 30 billion cubic meters of gas annually to Europe and Azerbaijan will produce 
between 16 billion and 20 billion cubic meters of gas in 2015. Despite our efforts, the project doesn't 
depend on resources of a country. I think Kazakhstan and Turkmenistan should express their stance and 
decision on the project. Azerbaijan is ready to create all opportunities and improve infrastructure," he 
noted. 

He added that Azerbaijan will resume exporting oil via Baku-Supsa by May. At present there is some 
teething troubles in Georgian part of the pipeline, APA-Economics reports. 
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Baku hosts meeting studying prospects of Free Economic Zones in Azerbaijan 
30 March 2007 [10:20] - Today.Az 

Baku hosted a meeting discussing establishment, specialization of Free Economic Zones in Azerbaijan. 

Chairman of Azerbaijan Regional Development Center, Chingiz lsmayilov, said establishment of FEZs will 
help remove the imbalance in social-economic development of Azerbaijan, APA-Economics reports. 

He added that Azerbaijan should learn from the lesson of countries enjoying geographical and economic 
position similar to Azerbaijan. 

He said the experience of China, Poland, Turkey, Iran, Russia and Philippines says priority should be 
given to ports and border regions. 

Mr. lsmayilov said that as initial option Azerbaijan can choose Red Bridge area in Azerbaijan-Georgian 
border, a zone new Nakhc~1ivan-Turkey border and Sadarak region. 

The meeting concluded that a legislative framework should be developed, legal and economic 
assessment of the project shou Id be carried out and the lesson learned by neighbor countries should be 
studied in order to effectively implement the FEZ project. 



http ://today .azJnews/business/3 85 3 6 .html 

Azerbaijan cut harmful emissions 38% in 2006 
30 March 2007 {10:19]-Todav.Az 

The total volume of harmful emissions discharged to atmosphere reduced 28.8% to 344,200 tons in 
Azerbaijan. 

The State Statistical Committee told APA-Economics that the emissions were reduced because of 
technological improvement in 28 May Oil and Gas Extraction Unit. The stationary enterprises were 
equipped with purification devices to render dangerous emissions harmless. 
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Retail goods and catering turnover grow 14% in Azerbaijan 
30 Marct1 2007 [10:16) - Today.Az 

The real volume of retail goods and catering turnover grew 13.9% to AZN 1, 115.2mln in Azerbaijan during 
January and February. 

The State Statistical Committee told APA-Economics that an average Azerbaijani purchased consumer 
goods worth AZN 131.4 during this period, up AZN 28.5 from the same period last year. 

People consumed catering services of AZN 21.5, higher 25.1 % from a year earlier. 

http://today.az/news/politics/38518.html 

Azerbaijani genocide day to be marked in several countries 
30 March 2007 [09:55] ·· Today.Az 

March 31- day of genocide of Azerbaijanis will be marked in different countries of the world. 

The Azerbaijan Society of America plans to organize events dedicated to Azerbaijanis genocide day. The 
society has already sent special information on it to all US Congress members. 

Azerbaijan New York Association plans to hold a march in the central streets of the city in protest against 
the genocide committed by Armenians against Azerbaijanis. Following this, Azerbaijani Diaspora 
organizations in Houston, Los Angeles, San Francisco, San Jose, and Miami will hold commemorative 
events. 

Russian Azerbaijani Congress will organize events dedicated to Azerbaijanis genocide day in Moscow, 
St. Petersburg, Cheboksary, Nijni-Novgorod, Volgograd, Yekaterinburg, Ulan-Ode, Novosibirsk, 
Khabarovsk and other cities of Russia. 

Ukraine Azerbaijanis Congress plan to hold pickets outside Armenian Embassy in Kyiv. 

Azerbaijani Embassy in Belarus and Congress of Belarus Azerbaijani Community will hold 
commemorative event dedicated to March 31 in Minsk tomorrow. 

Turkish Azerbaijani Societies Federation will hold a conference dedicated to Azerbaijanis genocide day at 
Sabanchi Kultur Center on March 31. 

The day of Azerbaijanis genocide will also be remarked at Dogu Akdeniz University in Northern Cyprus. 

Azerbaijani Cultural Center in Georgia plans to hold event dedicated to March 31, 1918 Marneuli. Our 
compatriots and the representatives of other nations living in Georgia will attend the event, the press 
service of State Committee for Azerbaijanis Living Abroad told the APA. 

Baku hosts US-Azerbaijan lndustry~State Relations Forum 
30 March 2007 [09:47] - Today.Az 

The US-Azerbaijan Industry-State Relations Forum has started in Baku, Thursday. 



Senior Advisor of the Foreign Economic Relations Department of the Cabinet of Ministers, Elisa 
Mammadov said the main objective is to discuss further development of cooperation between state 
bodies and industry, adoption of effective legislation and normative documents for export and controls, 
presentation of new Internal Control Program for exporters, APA reports. 

Donald Grid, Export Controls Program Manager for Central Asia and Caucasus the forum is aimed at 
strengthening export controls in Azerbaijan and improving transparency. 

The two-day event will focus on international agreements on export controls over military equipment, 
chemical, biological and nuclear weapons and other goods. 

http://today.az/news/business/3 8 5 07 .html 

USAID, Azerbaijan Appraisers Society sign letter of intent 
30 March 2007 [09:44] - Today.Az 

The U.S. Agency for International Development (USAID) and Azerbaijan Appraisers Society have signed 
a letter of intent in Baku. 

As APA reports, Mr. Norman D. Flynn, Chief Executive Officer of International Real Property Foundation 
and AAS Director Eldaniz Orujov singed the document. 

IRPF is created from the desire of the U.S. real estate professionals to share their expertise. 

The IRPF was established in 1992, as an independent, nonprofit organization designed to help in the 
transition from centrally planned to market driven economies in Central and Eastern Europe and the 
Newly Independent States of the former Soviet Union. 

The mission of the IRPF is to help create free, efficient, honest and equitable real estate markets 
anchored to private property rights; to develop an ethical and trained real estate profession committed to 
protection of the public and organized into representative real estate associations; and to promote home 
ownership as a key element of free societies. 

http://today.az/news/business/3 8634.html 

Poland's President looks forward to Warsaw energy summit 
02 April 2007 [12:29] - Today.AZ 

Winding up his visit in Azerbaijan the Polish President voiced hope for scheduling an energy summit of 
representatives from Central European and Asian countries in Warsaw. 

Speaking at an ad l1oc press conference organized on the oil fields near Baku, Lech Kaczynski said he 
expected the meeting to take place on the 11th and 12th of May in the Polish capital. He also assured it 
would be held even, if President Nursultan Nazarbayev decides not to participate in the event. The Polish 
head of state expressed confidence that the planned Warsaw energy summit would define the 
participating countries' plans concerning oil and gas trade. 

During his just concluded visit to Kazakhstan President Kaczynski invited Nursultan Nazarbayev for the 
Warsaw conference. The two politicians discussed the Polish concept of constructing an extension of the 
Odessa-Brody pipeline to reach Poland by-passing Russia. President Nazarbayev then stated the project 
would be hard to implement without Russian participation. 

/www.poland.pl/ 
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Azerbaijan Investment Company to finance three new projects 
02 April 2007 [11 :49] - Today.AZ 

Azerbaijan Investment Company has drafted a memorandum to finance three new projects. 

The Deputy Chief Executive Officer Riad Gasimov told APA-Economics that the first project is 
participation with Kavkaztransservis in construction of oil terminal and port in Garadagh. The economic 
and technical assessment of the project will be ready in May and the AIC intends to take a 25% stake in 



the terminal. The project is scheduled to be commissioned in 2008. 

The second project is participation with Azersun Holding in construction a salt refinery in Baku to refine 
and export salt from Azerbaijan. 

The AIC also plans to take part in construction of a cement producing plant with Lafrage. The plant will 
probably be located in Gazakh or Tovuz or Shamkir. 

On March 30, the board meeting of Azerbaijan Investment Company passed a decision to invest 
$5.375mln for a 20% equity stake in Milk-Pro LLC, a dairy products and juices maker. 

The total amount of the equity investment project is $11 min, of which the rest will be provided by the 
European Bank for Reconstruction and Development. 

The project is also aimed at expanding the capacity of Goychay Milk Factory and constructing a milk plant 
in Hovsan. 
The AIC and Milk-Pro LLC signed a memorandum of understanding in December 14, 2006. 

The 100%-state-owned Azerbaijan Investment Company was established in March, 2006. Its authorized 
capital is AZN 90mln. 

http://today.az/news/business/38599.html 

Azerbaijan becomes member of ITSO Advisory Committee 
31 March 2007 (11 :07] - Today.Az 

Azerbaijan has become the member of the Advisory Committee of the International Telecommunications 
Satellite Organization. 

Azerbaijan's Communications and Information Technologies Ministry official Bakhtiyar Mammadov told 
APA-Economics that the decision was made at the 31st Assembly of Parties of International 
Telecommunications Satellite Organization held on March 20-23 in Paris. 

http://today.az/news/business/3 8 5 8 3 .html 
Azerbaijan exports 27% of processed oil output, Jan-Feb 
31 March 200"/ [10:33] - Today.Az 

During January and February 73% of the 1. 1 min tons of processed oil products were used to supply 
consumption on the domestic market and 27% were sent sold abroad in Azerbaijan. 

The State Statistical Committee told APA-Economics that the processed products were made up of fuel 
oil (47.4%), diesel fuel (29.6%) gasoline (11 %), kerosene (10.5%) and other products (1.5%). 

http:! /today .az/news/business/3 85 82.html 

Azerbaijan's economically active population reaches 4,269,000 as of March 1 
31 March 2007 {10:32] - Today.Az 

As of March 1, Azerbaijan's economically active population, of which 3, 9 78, 000 are employed and 
291,000 jobless . 

. The State Statistical Committee told APA-Economics that 19.9% of the hired are employed in production 
industry, 25.8% in education, 20.2% in trade and repair, 10.3% in health and social services, 7% in 
transportation and communications, 5.8% in utilities, social and personal services, 4.5% in real estate and 
leasing, 4.4% in management and defence, 2.1 % in other spheres. 

As at January 1, there were 27,000 state servants, of which 27.8% were women. 

10.6% of state servants have up-to one-year experience, 25.6% between 1 and 5 years, 23.7% between 
5 and 10, 19.5% between 1 O and 15, 20.6% 20.6% and more. 

57.5% are between 35 and 54 years old. 



The average monthly unemployment benefit was AZN 61.9 or 38.2% of average monthly salary in 
February. 
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Azerbaijan Investment Company to invest for 20% equity stake in Milk-Pro LLC 
31 March 2007 [00:40] - Today.Az 

The board meeting of Azerbaijan Investment Company has today passed a decision to invest $5.375mln 
for a 20% equity stake in Milk-Pro LLC, a dairy products and juices maker. 

The AIC Deputy Chief Executive Officer Riad Gasimov told that the total amount of the equity investment 
project is $11 min, of which the rest will be provided by the European Bank for Reconstruction and 
Development. 

The project is also aimed at expanding the capacity of Goychay Milk Factory and constructing a milk plant 
in Hovsan, APA reports. 

The AIC and Milk-Pro LLC signed a memorandum of understanding in December 14, 2006 .. 

The 100%-state-owned Azerbaijan Investment Company was established in March, 2006. Its authorized 
capital is AZN 90mln. 
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Azerbaijan's exports and imports more than double in January 
30 March 2007 [23:58] - Today.Az 

During January, 2007 Azerbaijan's trade operations with 86 nations totaled to US $785.6mln of which 
exports accounted for $396.0 min and imports made up $389.5mln, including humanitarian goods worth 
$8, 9mln imported to the country through the state, government and international organizations. 

The country's trade surplus stood at $6,4mln during the period, State Statistics Committee told. 

According to data, the total trade rose 1.6 times, exports jumped 1.7 times and imports leaped 1.5 times 
year-on-year. Trade with the European Union members accounted for 41.5% (imports 22.9%, exports 
59.9%) of the trade turnover. 

Azerbaijan's trade with members of GUAM Organization for Democracy and Development increased 1.8 
times year-over-year. 

The country carried out 24.4% of trade operations with Italy, 18.7% with Russia, 12% with Turkey, 5.8% 
with France, 5.85% with Iran, 4.9% with Ukraine, 3.4% with Germany, 3.1 % with the U.S., 2.5% with 
China, 2.4% with Japan, 2.4% with Kazakhstan, 2.3% with Finland, 1.9% with the U.K., 1.5% with 
Georgia, 1.1 % with Estonia and 8.1 % with others. 

Azerbaijan imported 27.5% from Russia, 10% from Turkey, 8.5% from Ukraine, 6.3% from the U.S. and 
6.3% from Germany. 

Electronic equipment, devices and spare parts accounted for 24.9% of the imports, minerals products 
18.2%, metals11 %, , foodstuffs 13.5%, vehicles and spare parts 9.2%, chemicals 7.2%. 

Import of wheat decreased by 30. 7% from a year earlier, chicken 18.1 %, egg 3.2 times, tea 2.1 times, 
chocolates 1.5%, cement clinkers and cement 50.4%, electricity 7.5%, medicines 1.9 times, metal 
constructions 4.1 times, calculating machines 1.9 times, agricultural vehicles 4.8 times, tractors 1.9 times, 
butter 39.3%, rice 13.9%, vegetable oils 76.6%, tobacco 27.8%, cars 30.6% and buses 7.7%. 

Azerbaijan imported 47% from Italy, 13.9% from Turkey, 10.1 % from Russia, 9.55 from France, 9.2% 
from Iran. 



Mineral products made up 82% of exports. Minerals export rose 1. 7 times year-on-year, sewing (weaving) 
products 2.2%, ferrous metals 2.1 times, machines, devices and equipment 3.5 times, foodstuffs 2.6 
times. 

During this period, the country's trade with the Commonwealth of Independent Countries (an alliance of 
former soviet republics) totaled $226.9mln (imports $167.1mln, exports $59.8mln). 
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Baku Electricity Networks approves Investment Program for 2007-2008 
31 March 2007 [00:26] p Today.Az. 

OJSC Bakielectricshebeke, Baku Electricity Networks, has approved its Investment Program for 2007-
2008. 

The Company Public Affairs Officer Tanriverdi Mustafayev told that the program is aimed at implementing 
some construction and reconstruction activities in Baku and surrounding areas, APA reports. 

The overhead high-voltage power lines will be reconstructed, substations will be repaired and some 
overhead supply lines will be replaced with underground cables. 

A double 1 OOKV power line between Mushviq and Shikh will be constructed and a number of modern 
transformers will be installed in Baku. 

The reconstruction works spent AZN 25mln during the past three months, of which AZN 12mln were 
provided by the Reserve Fund. 

Some 45 state-of-the-art transformer stations were established in Baku during December, 2006, January 
and February, 2007. 

http://today.azlnews/society/38643.html 

Culture and Tourism Ministry and UNDP conclude agreement 
02 April 2007 [·15:17] • Today.Az 

Culture and Tourism Ministry and the United Nations Development Program (UNDP) today signed 
documents on the 2nd phase of the project on "Institutional Assistance to Culture and Tourism Ministry for 
efficient development of internal tourism". 

The signing ceremony took place in Baku Tourism Information Center where Culture and Tourism 
Minister Abulfez Garayev and the UN DP Bruno Pouezat took part in, APA reports. 

Minister Abulfez Garayev noted that the two-year project envisages assisting efficient operation of 
regional tourism centers opened in the framework of the 1st phase (Baku, Shamakhi, Khachmaz, Sheki) 
and to be opened in the 2nd phase (in Ganja, Nakhchivan, Lenkeran and Guba). 

Mr. Garayev stressed that this project is the continuation of the joint efforts of the ministry and the UNDP 
in creating relation between reduction of poverty and sustainable development of tourism in Azerbaijan. 

The project has been drawn up in accordance with the State Program on sustainable development of 
tourism and reduction of poverty and will serve the first target of UN Development Assistance Framework 
- "Efficient and transparent management of oil resources, increase of non-oil sector employment". 

Bruno Pouezat noted the project financed by the UNDP in conjunction with Azerbaijani Culture and 
Tourism Ministry will serve the development of the tourism in Azerbaijan. The resident coordinator 
expressed confidence on efficient development of tourism in the country and noted that they will continue 
to assist this sphere. 




