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 1. Sector Performance, Problems, and Opportunities 
 
1. Overview. The Government of Azerbaijan is committed to improving the quality of life of 
its population by ensuring access to basic utilities, including water supply and sanitation (WSS), 
urban transport, and solid waste management (SWM). Improved public infrastructure, 
sustainable environmental management, and improved public administration and good 
governance are key strategic goals of the State Program on Poverty Reduction and Sustainable 
Development (SPPRSD) for 2008–2015. Despite Azerbaijan’s rapid growth, its major cities and 
secondary towns must be upgraded urgently to improve living standards. The urban sector is 
characterized by institutional weaknesses, inefficient operations, outdated and dilapidated 
physical infrastructure, severe financial constraints, and imbalanced development. The Greater 
Baku area, which includes Sumgayit, accounts for more than half of the country’s urban 
population. The remaining urban structure comprises Ganja, the second largest city, with 
320,000 inhabitants and 11 other towns with populations of 50,000 to 100,000.  
 
2. Recent infrastructure overhaul and upgrading have improved the situation, but urban 
areas still need their infrastructure networks to be revamped, complemented, and extended to 
provide state-of-the-art and competitive platforms for balanced and inclusive economic growth in 
Azerbaijan and an improved and sustainable environment for urban inhabitants. Integrated urban 
development is possible by using city development plans to achieve distinct impacts rather than 
diffused investments. A city development plan approach can be done initially for different sizes of 
cities to provide templates for developing an approach in other cities.3 Further, the scope for 
public–private partnership (PPP) in select subprojects under WSS, urban transport, and parking, 
needs to be explored. 
 
3. Challenges and issues for water supply and sanitation. About 95% of the population 
in Baku and 83% of those living in secondary cities and towns are connected to piped water 
supply. While coverage appears generally high in comparison to countries of a similar income 
level, the quality of infrastructure and services has deteriorated as a result of a lack of investment 
and maintenance. Water treatment facilities are very limited, so a substantial part of the 
population does not have access to safe water supply. Moreover, piped water supply is generally 
unreliable across the country. Because of insufficient water services, women in the provincial 
regions carry the burden of securing the family water supply, as well as the health and hygiene of 
the family. 
 
4. Over 89% of Azerbaijan’s population has access to improved sanitation facilities. Access 
to sanitation facilities in urban areas is higher than in rural areas. In many schools, the sanitation 
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  This summary is based on Asian Development Bank (ADB) sector knowledge and operational experience in 

Azerbaijan. 
2
  Urban transport is included under the transport and information and communication technology sector in ADB’s 

sector classification under ADB. 2014. Project Classification System—Staff Instructions. Manila, but it is included in 
this assessment because of the strategic approach by ADB being taken in Azerbaijan for urban infrastructure and 
services. The urban transport indicators, however, are presented in Sector Assessment: Transport (Summary) 
(accessible from the list of linked documents in Appendix 2) in accordance with ADB. 2014. Project Classification 
System—Staff Instructions. Manila. 
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  ADB. 2012. Urban Operational Plan, 2012–2020. Manila. 



2 

facilities are insufficient and lack separate toilets and washing facilities for girls. The sewerage 
network in Baku serves about 78% of the population compared with only about 32% in other 
urban areas, and only a minor portion of the sewage undergoes treatment before disposal.  
 
5. Public WSS institutions face (i) lack of skilled staff in the sukanals (local water 
management agencies) and joint stock companies to maintain WSS systems; (ii) low staff 
capacity of sukanals and joint stock companies to plan, design, and manage WSS services; (iii) 
challenges in increasing tariffs and overcoming shortfalls in operation and maintenance costs to 
achieve financial sustainability; and (iv) challenges in management information systems, 
financial management and accounting practices, and human resource development.  
 
6. Challenges and issues for urban public transport. The main urban transport issues 
are concentrated in Baku. Economic growth and new urban developments, coupled with 
booming vehicle ownership, have significantly increased mobility in Baku and are overstretching 
the urban transport system. With 200 vehicles per 1,000 inhabitants in Baku, the car fleet has 
quadrupled since the early 1990s. Congestion occurs on all major arteries and causes road 
safety and health concerns. Additionally, the road network is poorly built and not adequately 
maintained, which results in increasing accidents. Lack of parking facilities in the city center 
causes unregulated on-street parking, which severely impedes the streets’ nominal capacity. 
The air quality is extremely poor in Baku and Sumgayit. Although industrial pollution has 
decreased significantly since the 1990s, it has been substituted by carbon dioxide emissions 
from the rapid increase in vehicle numbers—representing more than 40% of total air emissions. 
The main problems are linked to the lack of compliance of second-hand cars with state 
regulations and the low quality of fuel.   
 
7. Baku’s public transport network relies on the metro and bus networks. The two-line metro 
network carried 1.83 million passengers daily in 2011. Baku metro has severe overcrowding, 
causing critical issues on safety and quality of service. The national authorities recognized the 
need to modernize and expand the network. A three station extension is under construction and 
a second depot will be inaugurated in 2013. The bus network in Greater Baku comprises about 
220 routes. The number of buses in service doubled in 2000, but dedicated lanes are needed to 
increase bus performance. Public transport fare levels are also too low to allow operators to 
cover a significant part of operating costs and to replace assets in the long term. Furthermore, 
the networks are not integrated, and this underlines the need to set up an urban transport 
authority for Greater Baku. 
 
8. Challenges and issues for urban solid waste management. Greater Baku generates 
about 0.8 kilograms (kg) per capita per day of municipal solid waste treated by the newly formed 
joint stock SWM company, Tamiz Shahar. Outside the Absheron Peninsula, the remaining 5.3 
million people generate on average 0.3 kg per capita per day. Although collection tariffs are in 
place, collection rates are poor and the tariff level is insignificant at $0.15 per person/month for 
households. Waste collection efficiency is poor and disorganized. Recycling is channeled 
through informal and individual activities, and any regulatory enforcement is reported as weak or 
nonexistent. 
 
9. No municipal solid waste (MSW) generated in Azerbaijan is disposed of in accordance 
with internationally accepted practices. MSW is either burned or illegally dumped in piles directly 
and permanently left uncovered and exposed—potentially creating serious health hazards. 
Decomposing waste produces gases with toxic and carcinogenic compounds, and this adds to 
the existing particulates and dust in the air. Emission of air pollutants negatively impacts human 
health and the environment. Outside of the Absheron Peninsula, regional executive powers are 
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responsible for collecting, treating, and disposing of domestic waste based on the Regulation on 
Regional and City Executive Powers. The Housing and Communal Enterprises, established by 
the regional executive powers, manages solid waste collection and disposal. However, no waste 
management plans exist to define service standards or performance targets, nor do the regional 
executive powers have the technical expertise to operate comprehensive SWM. Financially, the 
regional executive powers depend heavily on central government transfers, and waste 
management does not receive a clear allocation of funds that allows for financial or operational 
sustainability. 
  
 2. Government’s Sector Strategy 
 
10. Good governance and institutional effectiveness. The focus of the SPPRSD on 
decentralization and strengthening of municipalities is critical to increase governance efficiency 
in urban sector development.  
 
11. Sustainable environmental management. The SPPRSD’s priority directions include 
(i) sustainable management of water resources; (ii) comprehensive waste management; 
(iii) improvement of legal and regulatory frameworks, and monitoring systems and environmental 
management resources; and (iv) increasing environmental education and awareness. The 
targets for WSS are (i) the provision of reliable and clean water supply in the Baku-Absheron 
area for 60%–100% of the population; (ii) the creation of a reliable water supply system in 
regional towns and villages by using local springs and ground water sources, and provision of 
reliable water supply for 80%–85% of the population in these towns and villages through a 
centralized water supply system; and (iii) the establishment of 80% sewage treatment in large 
cities. The long-term urban WSS investment plan (2008–2020) draws from the state program 
and is estimated at $3.5 billion, comprising physical and nonphysical investments to address 
medium-term (2008–2015) and long-term (2016–2020) needs.  
 
12. Sustainable urban transport in Absheron. Urban transport is under the Ministry of 
Transport’s authority, except for the metro network. No urban transport strategy is in place, but 
the World Bank identified urban transport priorities for Baku by in 2010, including (i) improving 
coordination of planning, budgeting, and management of the transport industry; (ii) developing a 
road maintenance policy, to reduce the environmental impacts of road traffic and the 
socioeconomic costs caused by traffic accidents; (iii) developing public transport to guarantee fast 
and safe movement; (iv) creating a parking strategy with cost-effective solutions, private sector 
participation, and the highest level of service; and (v) implementing a traffic management and 
information strategy to keep mobility on a satisfactory level.4 Although some of these priorities 
have been implemented and some reforms have been passed, there is no master document to 
refer to and the fragmented organization in Baku does not provide a framework to implement a 
comprehensive and sustainable urban transport strategy. 
 
13. Improving solid waste management. The World Bank is developing a national SWM 
strategy to pave the way for sector development and investments. SWM is regulated by the Law 
on Industrial and Domestic Wastes, 1998, amended in 2007; and regulations pertaining to 
industrial waste inventories, hazardous waste transport, medical waste management, and MSW 
collection, separation, recycling, and disposal. Key policies incorporated in this legislation include 
(i) the protection of public health and ecological settings, (ii) the establishment and promotion of 
SWM enterprises, (iii) the identification and application of waste reduction and recycling 
technologies, (iv) the application of economic and other incentives in SWM, (v) proper 
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classification and registration of waste, (vi) public awareness and information, (vii) adequate 
protection for waste workers, and (viii) implementation of state and international environmental 
mandates. This legislation mandates that (i) municipal bodies ensure the collection and disposal 
of MSW and industrial waste in their jurisdictions; (ii) waste collection containers are provided for 
MSW, and regular collection and disposal are maintained; and (iii) SWM facilities meet the 
requirements of national legislation and international standards. 
 
 3. ADB Sector Experience and Assistance Program 
 
14. For urban development, the Asian Development Bank (ADB) financed a WSS 
infrastructure project for $30 million in 2007 and approved a $600 million multitranche financing 
facility (MFF) in 2009. 5  ADB’s water and sanitation support through the ongoing MFF is 
responding to demand and project readiness in various secondary towns. Out of the total urban 
WSS investment requirement of $3.5 billion, ADB support accounts for 18%, the World Bank 
14%, and Japan International Cooperation Agency 12%. ADB first prepared the Azerbaijan 
Transport Sector Development Strategy in line with CAREC priorities, and approved several 
loans, including a $500 million road network development program to upgrade the road network 
between all major centers and bring the Baku–Tbilisi highway to international standards.6 In 
urban transport, ADB will focus on Baku to improve the traffic conditions, air pollution, and road 
safety. Urban transport interventions under consideration include upgrading metro stations, bus 
and non-motorized transport priority measures, parking facilities, and urban roads. ADB is 
initializing its involvement in SWM in Azerbaijan and is holding discussions with the government 
on priority geographic areas. Integrated SWM is a particular challenge in secondary towns and 
rural areas.  
 
15. Opportunities for improving gender mainstreaming in ADB’s future investments in the 
sector include the following:  

(i) Decrease the amount of time women spend on securing water for household use and 
caring for the sick (as a result of waterborne diseases or inadequate sanitation 
services).  

(ii) Increase women’s participation in decision making in sector agencies. 
(iii) Improve hygiene facilities for girls in schools. 
(iv) Improve access to safe, reliable public transport. 
(v) Provide safe, effective mechanisms for the removal and disposal of solid waste. 

 
16. ADB will coordinate closely with other development partners involved in urban 
infrastructure and services, such as the World Bank (international financial reporting standards 
for water utilities, the Strategic Transportation Plan for Baku Metropolitan Region, preparation of 
the Greater Baku Urban Master Plan, and SWM reform in Greater Baku); the Islamic 
Development Bank (waste-to-energy plant in Baku); the European Union and the United Nations 
Development Programme (institutional capacity building); the Abu Dhabi Fund for Development 
(reconstruction of the Baku Bypass Road); the Government of the Republic of Korea (integrated 
traffic management center); and KfW (SWM system for Ganja). 
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Inadequate urban infrastructure and 
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Problem Tree for Water Supply and Other Municipal Infrastructure and Services 
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Greater Baku master 
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EU = European Union, PPP = public–private partnership. 
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sustainable energy 
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Sector Results Framework (Water and Other Urban Infrastructure and Services, 2014–2018)a
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with 
ADB 
Contribution 

Indicators with Targets and 
Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased use of 
water supply, 
sanitation, and 
municipal services 
by urban residents 

Per capita residential water 
consumption increases by 
100% by 2018 (2009 
baseline: 60 lpcd) 
 
Percentage of wastewater 
collected and treated is 
increased to 80% by 2018 
(2009 baseline: 5%) 
 
Solid waste treated and 
disposed of according to 
international standards 
increased to 1,500 tons per 
day by 2020 (2013 baseline: 
500 tons per day 
 

Water supply, sanitation, 
and sold waste 
management systems 
expanded and improved 

Water and sanitation 
service coverage in 
participating towns 
increased to 95% by 
2018 (2009 baseline: 
80%) 
 
Fully pressurized 
24-hour water supply for 
residents in the selected 
towns by 2018 
 
Water loss is reduced to 
less than 25% by 2018 
(2009 baseline: 60%) 
 
Nonrevenue water in 
participating towns is 
reduced to less than 
25% by 2017 (2009 
baseline: 60%) and tariff 
collection efficiency is 
improved to 90% by 
2018 (2009 baseline: 
40%) 
 
Solid waste dumpsites 
constructed according 
to international 
standards to treat 
5,000 tons by 2018 
 

Planned key activity 
areas 

Drinking water systems 
(50%), sanitation systems 
(30%), and wastewater 
management (20%)  
 
Waste transport (30%), 
waste disposal (65%), and 
special hazardous waste 
(5%) 
 
Pipeline projects with 
estimated amounts 

MFF Water Supply and 
Sanitation Investment 
Program, Tranche 4 ($75 
million) 
 
MFF Second Water 
Supply and Sanitation 
Investment Program, 
Tranche 1 ($100 million) 
 
Solid Waste Management 
Project for Intermediary 
Cities ($50 million)  
 
Ongoing projects 

MFF Water Supply and 
Sanitation Investment 
Program (3 tranches - 
$525 million) 

Ongoing projects 

800 km of water distribution 
networks constructed 
  
700 km of sewer lines 
constructed 
 
Pipeline projects  

200 tons of waste recycled 
 
 

ADB = Asian Development Bank, km = kilometer, lpcd = liters per capita per day, MFF = multitranche financing facility, PPTA = project preparatory technical assistance. 
a
 The urban transport indicators are presented in Sector Assessment: Transport (Summary) (accessible from the list of linked documents in Appendix 2) in accordance with 

ADB’s project classification system. ADB. 2014. Project Classification System—Staff Instructions. Manila. 
Sources: ADB, AZERSU, Baku Metro Company, Ministry of Economic Development, Ministry of Transport, State Amelioration and Water Management Committee. 
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