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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Targeting classification: General intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  

The project is aligned with the Asian Development Bank (ADB) country partnership strategy, 2014–2018 for 
Azerbaijan, which includes energy and increased and more efficient use of energy resources as a major focus.

a
 It  

supports two core areas of operations under ADB’s Strategy 2020 (infrastructure, and regional cooperation and 
integration), and one strategic driver of change (private sector participation), and is aligned with ADB’s commitment to 
provide catalytic solutions and to be a financing partner for upper middle-income countries under the midterm review 
of Strategy 2020.

b
 The project is further aligned with ADB’s Energy Policy, which supports continued ADB assistance 

for gas field development.
c
 The project is aligned with the State Program on Poverty Reduction and Sustainable 

Development, 2008−2015,
d
 and will contribute to the following objectives of the state program: inclusive growth 

opportunities in the project area, infrastructure development, job creation, social protection, and private sector 
development. 

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence 

1. Key poverty and social issues. Communities near the Shah Deniz terminal are typical of rural Azerbaijan—
occasional clusters of internally displaced persons, substandard local roads, and limited public infrastructure and 
social services. Most of the land is not used for agriculture. The main restrictions to expanding agricultural activities 
relate to the poor quality soil and difficulties associated with installing and maintaining irrigation networks. Problems 
identified through socioeconomic surveys and consultations include a lack of adequate skills to be employed in recent 
development in the area, and a resulting lack of employment opportunities. The community engagement plan and 
workforce management plan developed for the project recognize the following key social issues in engagement efforts 
with the communities: (i) potential for influx of people looking for jobs, (ii) the need to significantly enlarge the 
workforces of the existing contractors, (iii) the project’s proximity to vulnerable communities, and (iv) jobs and 
livelihoods expectations of communities. In line with these issues, targets for recruitment from named communities 
were included in the construction contracts. 
2. Beneficiaries. The project is expected to directly benefit community members in the command areas who can 
obtain jobs through the project. Individuals surveyed by the sample socioeconomic survey who had previously worked 
on contracts with the operator, BP (through its subsidiary, BP Exploration [Azerbaijan]), consistently reported positive 
experiences—particularly in terms of increasing their household income, developing their skills, and improving future 
career prospects. To maximize benefits to the local population and address the key poverty issues associated with 
the lack of employment opportunities, the project will encourage contractors to prioritize the recruitment of qualified 
local community members. Training on construction-related jobs will be conducted before and during employment.  
3. Impact channels. Contractors are required to develop a comprehensive nationalization plan that addresses (among 
other issues) the following: (i) a training program to support nationalization, (ii) an annual and a rolling 3-year 
nationalization staffing profile, (iii) a comprehensive training schedule, (iv) development opportunities and individual 
development plans for national staff, and (v) confirmation that BP’s local recruitment targets have been achieved. 
4.  Other social and poverty issues. None 
5. Design features. The design and monitoring framework includes indicators to report benefits to the local 
communities in terms of increased employment opportunities.  
 

C. Poverty Impact Analysis for Policy-Based Lending- Not Applicable 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and proposed project activities that strengthen inclusiveness and empowerment of the 
poor and vulnerable in project implementation. 
A stakeholder engagement plan (SEP) has been prepared to support the Shah Deniz Stage II (Shah Deniz-II) project 
in terms of stakeholder engagement, consultation, and communications. The SEP aims to (i) open a communication 
channel with stakeholders and allow them to understand significant project impacts, and (ii) help the project manager 
address local expectations and incorporate feedback into project design and implementation. The project will 
endeavor to go beyond mitigation of social and environmental impacts and ensure there is a positive net benefit 
realized in the area of project operations. The SEP will include all local communities—including minorities and other 
vulnerable groups (e.g., women, youth, elderly, and internally displaced persons)—as well as specific types of 
households such as herders and fishers. 
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2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. 
Civil society organizations, including non-government organizations (NGOs) and other community organizations 
(especially those representing vulnerable members of the community, such as women’s and youth groups) will 
continue to be regularly informed and consulted. Among the civil society organizations that participated in the 
consultations include the Save the Children Fund, International Medical Corps, International Rescue Committee, 
World Vision Azerbaijan, Umid Human Development and Sustainable Income Generation Public Union, Center for 
Legal and Economic Education, and Ayat NGO. In addition, local community investment program partners such as 
the Community Development Research Training and Resource Centre Karvan NGO, Karvan–Saray State Historical 
Reserve, Sonmez Meshel Cultural Relations Union, Tomris NGO, and Dirchalis NGO, have been engaged. 
3. Explain how the project ensures adequate participation of civil society organizations in project implementation.  The 
Project’s communication and participation plan includes regular consultation meetings with stakeholders, including 
civil society organizations. 
4. What forms of civil society organization participation is envisaged during project implementation 

  Information gathering and sharing   Consultation    Collaboration    Partnership 
5. Will a project level participation plan be prepared to strengthen participation of civil society as interest holders for 
affected persons particularly the poor and vulnerable? 

 Yes.      No.  

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: No gender elements. 

A. Key issues. The constitution guarantees women the same legal rights as men across Azerbaijan, although gender 

discrimination in various fields still occurs. Women are the primary users of energy in the home, making them more 
vulnerable to risks related to fluctuating energy supply and use, but men continue to make the major decisions on 
sources and types of energy. Irregular power supply has a particularly negative impact on the elderly and women in 
rural or remote areas. Women lack information on efficient energy use. In 2012, only 15% of people employed in the 
energy sector were women. While there are generally few local job vacancies, even fewer opportunities are perceived 
as being suitable for women. Despite the high income potential, the energy sector had no female private 
entrepreneurs in 2010. The status of women—in relation to their employment status, level of maximum education 
attained, and participation in society—was discussed during women’s focus groups held in each community. The 
socioeconomic surveys found women were far less likely to be employed (19%) in the Shah Deniz project compared 
with men (79%). Women were also less likely to be interested in undertaking technical training than men.  

B. Key actions Based on industry averages, about 15% of the 1,800 permanent local jobs is expected to be for 

women, especially those in non-physical operations and maintenance such as engineering and ICT.   

 Gender action plan       Other actions or measures  No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement Safeguard Category:  A     B      C      FI 

1. Key impacts. All lands required for the Shah Deniz-II project facilities are government lands already transferred to 
the operator. The audit identified no issues pertaining to usage of land, land rights, or ownership for any existing Shah 
Deniz Stage I (Shah Deniz-I) facilities or the sites for Shah Deniz-II development. The livelihoods of 48 fishermen 
carrying out small-scale fishing in Sangachal Bay have been affected for 10.5 months (from 15

 
December 2014 to 30 

September 2015) due to the enforcement of a marine exclusion zone for the installation of pipelines. To address the 
economic displacement impacts, BP has developed and implemented a fishing livelihoods management plan (FLMP). 
Most (42 of the 48) affected fishermen have resumed fishing in the Sangachal Bay as of October 2015. The 
remaining 6 affected fishermen, who voluntarily relocated to another fishing location about 40 kilometers from the 
Sangachal Bay after receiving compensation for loss of income and assets, have requested additional compensation 
from the operator in consideration of the increased transportation costs to the new fishing ground and the lower-than-
expected fish yields at the new location. The operator, in consultation with the affected fishermen, is working out 
arrangements to compensate these unanticipated impacts. 
2. Strategy to address the impacts. Monitoring of FLMP implementation is being carried out by the operator through 
an external agency, and will continue until FLMP implementation ends. The operator will prepare an FLMP 
implementation closure report once all residual grievances are satisfactorily addressed. 

3. Plan or other Actions. Fishing Livelihood Management Plan 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1. Key impacts. All lands required for siting the project facilities are government lands that have been transferred to 
the operator by the State Oil Company of Azerbaijan Republic (SOCAR). No indigenous communities are in the 
project influence area, and impacts on indigenous peoples are not expected. 

2. Strategy to address the impacts. Not required. 
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3. Plan or other actions. Not required. 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market.  
 unemployment    underemployment  retrenchment    core labor standards 

2. Labor market impact. Shah Deniz operations, beginning with Shah Deniz-I, have positively contributed to the labor 
market through the creation of new job opportunities during construction and operations, opportunities for contracting 
and businesses from BP operations, apart from other induced development opportunities. The project will require its 
contractors and suppliers to comply with the national labor laws of Azerbaijan and adopt measures to adhere to the 
core labor standards. Shah Deniz-II construction contract clauses are aligned with the Shah Deniz-II Environmental 
and Social Impact Assessment commitments relating to employee relationship management plans, workforce welfare 
and training, and compliance with national labor laws and international labor standards. As of May 2016 the Shah 
Deniz-II project and its contractors employ about 19,000 workers, including 16,100 workers from Azerbaijan. The 
Labor Management Committee reviews worker grievances and provides oversight for BP of grievances managed by 
individual contractors.   

B. Affordability Not applicable 

C. Communicable Diseases and Other Social Risks  

1. Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA):  
Communicable diseases (NA) Human trafficking (NA)  

2. Describe the related risks of the project on people in project area.NA 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. The project is expected to provide direct job opportunities and additional direct employment 
generated by the project to local residents. The targets have been included in the design and monitoring framework.  
2. Required human resources. The operator has an environment and social team as well as a community 
engagement and liaison team with qualified environmental and social staff to implement, manage, and monitor the 
environmental and social aspects of its operations and its engagement with the communities.  
3. Information in PAM. Not applicable 
4. Monitoring tools. The annual environment and social monitoring report to be submitted by the borrower will monitor 
the employment impacts, compliance with national labor laws, and the measures to comply with core labor standards.  
a  
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b 

ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 
Manila; ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. 
Manila. 

c 
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d 
Government of Azerbaijan. 2008. State Program on Poverty Reduction and Sustainable Development in the 
Republic of Azerbaijan for 2008−2015. Baku.   

Source:  Asian Development Bank.
 


