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ENVIRONMENT ASSESSMENT (SUMMARY)1 
 

1. Introduction 

1. Azerbaijan’s economic transition to an upper middle income country has achieved 
remarkable progress. Although the economic growth has brought substantial benefits to the 
population, the environmental repercussions of sector activities have been significant, starting 
with the legacy of past oil-based pollution to present-day concerns about ensuring the 
environmental safety of offshore and onshore operations. One of Azerbaijan’s main challenges 
going forward is to utilize its oil revenue windfall for the greater public good and for future 
growth, including tackling pollution and poor water and waste management. 
   

2. Azerbaijan’s Environment and its Changing Conditions 

2. After severe setbacks during the initial years of independence, when a combination of 
underfunding and the emergence of environmentally unsound habits (e.g., cutting of trees to 
make up for erratic or discontinued power supply), there are signs of improvement, especially in 
the protected realm. However, serious environmental challenges remain, with some of the most 
glaring problems taking place outside the areas given some degree of official protection. This 
includes the substantially denuded and water-deficient Kura-Aras floodplains (of which the 
heavily populated Absheron Peninsula is an extension). One problem is industrial pollution, 
which is most visible around the former Soviet petrochemical capital of Sumgayit (just north of 
Baku). Mitigation measures were identified for industrial environmental pollution.  
 
3. Elsewhere, specific environmental challenges include the transboundary nature of 
Azerbaijan’s two principal rivers, which complicates efforts to improve the quality of their waters, 
and the degradation of pasturelands. Azerbaijan is also susceptible to climate change impacts. 
One of the most significant anticipated effects will be a loss in domestic surface water 
availability. Since the country is already water deficient, such a loss would require a series of 
measures aimed at significantly improving the efficiency of domestic water use if the country’s 
agriculture and power sector are to be shielded from the anticipated climatic changes.  
 
4. The key environmental trends can be summarized as: 
 

(i) Continued degradation of pasturelands. A large percentage of the country’s 
pasture and irrigated lands continue to be poorly managed, resulting in 
degradation or outright loss of that resource. 

(ii) Stabilization and expansion of the protected realm. The protected realm of 
Azerbaijan increased substantially from 478,000 hectares (ha) to 893,000 ha 
(10.3% of the country’s land area) during 2002–2013.  

(iii) Persistently poor water quality. The Soviet-era establishment of polluting 
industries in the watersheds of the Kura and Aras rivers is at the root of serious 
pollution of these major rivers. Pollution upstream comes from Georgia and 
Armenia. 

(iv) No significant reversal in the loss of arable land. Extensive areas of 
Azerbaijan, including arable lands, are affected by desertification and 
degradation. 
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(v) Improvements in the quality of the Caspian coastal waters. Pollution by 
petrochemical products, other industrial discharges, and untreated municipal 
wastewater have been a threat to coastal waters. 

(vi) Stagnating or deteriorating air quality in Baku. An increase in the total air 
emissions is caused by mobile sources. 

 
5. Azerbaijan is vulnerable to the adverse effects of climate change mainly because of its 
high reliance on the agriculture sector and natural resources, and its vulnerability to sea level 
rise. Evidence suggests that Azerbaijan will continue to become drier this century, and sea 
levels will continue to increase. The growing water deficit will be exacerbated by the expected 
change in climate. The current water deficit of about 5 cubic kilometers (km3) is projected to 
grow to 9.5 km3–11.5 km3 by about 2050. 
 

3. Environmental Policies and Institutions  

6. The most important strategic document with an environmental focus is the Action Plan 
for Improvement of Environmental Condition in Azerbaijan, 2006–2010, which is a combined 
cross-agency expression of environmental priorities and planned responses to them. The 
current action plan, which extends until 2014, is heavily focused on the environmental 
rehabilitation of the Absheron Peninsula, reflecting the accumulation of environmental problems 
there.  
 
7. Azerbaijan does not have a dedicated climate change strategy yet, but it has undertaken 
measures to support climate change mitigation, such as the United Nations Framework 
Convention on Climate Change and the Kyoto Protocol. Azerbaijan has also prepared a number 
of laws, state programs, and regulatory acts concerning the Convention, and has adopted 
related international documents that support climate mitigation. Furthermore, Azerbaijan 
prioritized the use of alternative energy and the development of low-carbon measures in the 
commercial and residential sectors, and set a target to reduce carbon dioxide (CO2) emissions 
from 41.1 million tons to 32.7 million tons of CO2 by 2030. 
 
8. The policy and institutional evolution has been a mixture of pluses and minuses. On the 
plus side, advances on the legislative and regulatory front include significant progress in waste 
management and some advances in the energy sector (e.g., a renewable energy policy is under 
preparation). Institutionally, there has been (i) consolidation and enhancement of the financial 
position of the Ministry of Ecology and Natural Resources, (ii) a larger number of economic 
entities increasingly aware of their environmental obligations and acting on them,2 (iii) conscious 
efforts to improve interagency collaboration, and (iv) the creation of agencies with an innovative 
mandate, such as the State Agency for Alternative and Renewable Energy Sources.3 
 
9. In other areas, the evolution has been much slower or absent. Progress has been 
hampered by weak implementation of secondary legislation, rules, and regulations, which 
complicates compliance and enforcement. Another problem is the continuing governance 
weaknesses, especially poor financial accountability that affects both state budget and foreign-
funded projects and often mars their implementation. Other challenges include the following: 
 

                                                
2
  This includes a number of state corporations, which undertake a significant portion of environmental-related 

investments in Azerbaijan. 
3
  Azerbaijan has begun to promote renewable energy to extend the life of its oil and gas reserves and lower the 

power distribution costs (in some cases), as well as to respond to climate change concerns. The government 
formulated an objective of generating 20% of total domestic energy consumption from renewable sources by 2020. 
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(i) The system for environmental impact assessments (EIAs) is weakly anchored in 
the national legislation, the criteria for determining whether or not projects are 
subject to EIAs remains obscure, and decisions are excessively centralized and 
units in charge of administering the process are understaffed.  

(ii) Compliance with international conventions has been patchy and plans of action, 
where available, have been formulated mainly to satisfy the development 
partners.  

(iii) Azerbaijan lacks mechanisms to evaluate and monitor the efficiency of 
environmental spending and to undertake longer-term planning.  

(iv) The aggregated revenue-raising capacity of pollution charges and other 
environmental economic instruments remains too small to create a critical mass 
of resources to support significant environmental improvements. 

 
4. ADB and Other Development Partners in Environment and Climate Change  

10. The Asian Development Bank (ADB) has gained experience in designing and 
implementing projects in different ecological zones, with environmental assessments of some of 
these projects generating detailed understanding of local physical environments and potential 
threats to them. While the majority of ADB investments so far have been directed at urban areas 
of the Kura-Araz floodplain, the Flood Mitigation Project (approved in 2003) introduced ADB to 
the specifics of the mountain environment and flash floods typical of the Greater Caucasus 
region.4 Tranche 3 of the Road Development Network Multitranche Financing Facility is being 
implemented in the vicinity of Lenkoran within the ecological specifics of that area. 5  
 
11. Azerbaijan is a beneficiary of two ADB technical assistance projects for climate change 
mitigation: Economics of Climate Change in Central West Asia and Enabling Climate Change 
Interventions in Central and West Asia.6 
 
12. Other organizations are collaborating with Azerbaijan on environmental matters. In the 
area of environmental management, the principal partners are the European Union (EU) 
(especially in energy efficiency); the World Bank (in public environmental infrastructure, waste 
management, and irrigation rehabilitation); German development cooperation through GIZ and 
KfW (in the power sector, biodiversity conservation, water supply and sanitation, and solid 
waste management); and Japan (water supply and sanitation). In terms of policy dialogue, the 
most important are the Organisation for Economic Co-operation and Development, the United 
Nations Economic Commission for Europe, and the Organization for Security and Co-operation 
in Europe. International NGOs are also active in livelihood improvement, biodiversity 
conservation, and public awareness.   
 
13. Several development partner-funded climate change-related projects that were 
implemented since the early 2000s have increased awareness and transferred knowledge. In 
2009, Azerbaijan signed a memorandum of understanding with the United Nations Development 
Programme to access the Millennium Development Goal carbon facility and stated its intention 
to prepare a low-emission and climate-resilient development strategy. Climate change-related 
action has also been supported by four projects funded by the Global Environment Facility, all 
implemented by the United Nations Development Programme. 

                                                
4
  ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Azerbaijan for the Flood Mitigation Project. Manila. 
5
  ADB. 2011. Periodic Financing Request: Road Network Development Program - Tranche 3. Manila. 

6
  ADB. 2012. Technical Assistance for Economics of Climate Change in Central and West Asia. Manila; ADB. 2009. 

Technical Assistance for Enabling Climate Change Interventions in Central and West Asia. Manila.  
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5. Recommendations for Future ADB Support for Environment and Climate 

Change 

14. Under the country partnership strategy, 2014−2018, ADB will strengthen the integration 
of environmental considerations and safeguards into the government’s public investment 
programs, ensure that projects conform to the ecological conditions of the specific areas, and 
enhance Azerbaijan’s capacities and awareness raising efforts through environment and climate 
change regional technical assistance.  
 
15. Environmental infrastructure. Opportunities exist to shape support to the energy 
sector in a pro-environment direction by including renewable energy and additional energy 
efficiency components in future assistance. ADB is expected to resume its previous role in 
renewable energy development, strengthen the working relationship with the State Agency for 
Alternative and Renewable Energy, coordinate its activities with other partners, and establish 
clearer links between its assistance in the energy sector and climate change objectives. 
Significant potential also exists for improving energy efficiency in new buildings.  
 
16. In transport, ADB assistance could strengthen capacity in the Ministry of Transport to 
manage the environmental assessment process and apply the best of “greening” ideas for 
development of the sector. One idea under consideration is to modify the modal composition of 
the transport sector and rehabilitate the most viable segments of the rail network. 
 
17. A good case could also be made for adding solid waste management to ADB’s support 
for water supply and sanitation in secondary towns, given the interdependence of solid waste 
management and water quality. Valuable experience has been generated under the Absheron 
Rehabilitation Program and viable models of local solid waste management have emerged (in 
Lenkaran and Ganja). Scaling up of these approaches might be possible. 
 
18. Environmental safeguards and governance. A clear, medium to long-term national 
environmental policy does not exist in Azerbaijan. ADB could support the authorities in 
extending the State Environment Program and several environmentally-relevant sectoral 
policies that are now expiring.  
 
19. Environmental safeguards in Azerbaijan require attention because periods of rapid 
economic growth demand robust environmental defenses. ADB has prepared a country 
safeguards framework that assessed national laws and policies pertaining to social and 
environmental safeguards and national capacity for their implementation. The CSF will identify 
gaps in these areas and assist the government in addressing them. 
 
20. Opportunities exist to improve environmental governance, both within the Ministry of 
Ecology and Natural Resources and with state corporations, which play a significant role in 
environment-related activities. As part of investment projects, other areas of possible assistance 
could include improving environment-related information and its consolidation and reconciliation, 
promoting regular state-of-the-environment reporting, and improvement and diversification of 
the use of economic instruments in support of a healthy and sustainable environment.  


