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The past decade has offered a number of challenges for post-Soviet Azerbaijan. The major priority has been the establishment of stability in political, economic and social terms. This process has been made more difficult because Azerbaijan entered independence embroiled in a conflict with neighboring Armenia over Nagorno-Karabagh. The quest for stability may be best elucidated by examining the current situation of the peace progress, foreign policy and relations, governance and the economy. 

Peace Process

The Karabagh conflict has not been resolved despite four relevant UN Resolutions and mediation efforts. More than 800,000 persons are IDPs/refugees, and nearly 20 percent of Azerbaijan’s territory remains occupied. Expectations at the beginning of the year were quite high for advances in the peace process, but this process has stalled since the last meetings between the President Mr. H. Aliyev and his Armenian counterpart Mr. R. Kocharyan in Paris and Florida. In November, the OSCE Minsk Group visited both Azerbaijan and Armenia in order to assess the current status and positions of both parties. It is evident that parties to the conflict are not ready to accept implementation of the UN Security Council’s Resolutions from 1993, recently reaffirmed by a vote by the UN General Assembly in December 2001, as well as three  OSCE Minsk Group proposals submitted to the parties between 1997 and 1998. 

Internally, several relevant events occurred as well. In February, the President chaired a special session of Parliament dedicated to the discussion of the Karabagh conflict that also involved representatives from all the political parties and different segments of society. This session serves as a pioneering example of national participation and discussion on a critical issue. Throughout the year, appeals for a military solution arose from various sectors. An alerting indicator is recent legislative amendments approved by Parliament extending the age limit for military service from 27 to 35. The probability of Azerbaijan choosing to pursue military liberation remains relatively illusory, primarily because of the unavoidable catastrophic consequences for economic development.

Foreign Policy and Relations

No substantial changes in Azerbaijan’s foreign policy took place in 2001. The country remains western-oriented in terms of the social-economic model. The events of September 11th have provided an opportunity for further improvement in relations between Azerbaijan and the US. Specifically, the negative side of this relationship has been the existence of Section 907 of the Freedom Support Act, which prevents US assistance from benefiting Azerbaijani government institutions. The section has been waived and will hopefully be definitively cancelled next year. This will allow US government funds to finance a wider variety of programs. 

This year was also significant in terms of development the relationship between Azerbaijan and Russia. The President of Russia made an official state visit in January, the first ever visit of a Russian president to the republics of the Southern Caucasus. A similar visit was made to Armenia more than 2 months later. 

The most problematic area of foreign relations concerns the status of the Caspian Sea, especially regarding its petroleum resources. Iran and Turkmenistan strongly contest sectors currently being exploited by Azerbaijan. Recent events include Iran forcing a research vessel to leave a sector, the violation of Azeri airspace by Iranian military aircraft, and the closure of the Turkmenistani Embassy in Baku. Despite limited progress in this area, the littoral states have joined together to preserve the environment of the Caspian Sea Basin. 

Governance

A number of structural reforms have been carried out this year. The Ministry of Economic Development is comprised of the former Ministry of Trade, Ministry of Economy, Ministry of State Property, Agency on Foreign Investment and the Antimonopoly and Support to Entrepreneurship Committee. The State Committee on Ecology, the Department for Forestry Management, and the State Hydrometeorology Committee were eliminated and replaced by the Ministry for Ecology and Natural Resources. The Cabinet of Ministers has also undergone structural changes. The real impact of these reforms in terms of enhanced state management is still to be proven. 
The Government has made concrete steps in terms of ensuring human rights and freedoms, partially related to the membership obligations to the Council of Europe. The President met with media representatives on outstanding issues related to freedom of the press. This meeting resulted in instructions to state agencies to respond to improve the situation. Azerbaijan has also joined the European Convention against Torture and the European Convention on Human Rights. In addition, a Law on Ombudsman was approved and State Consitution amended accordingly. Other problems still exist in terms of governance, but the Government has demonstrated an acceptable level of commitment towards improvement.

Economy

Azerbaijan is in the process of growing out of the deep crisis of 1990-1995 and the subsequent recovery stage of 1996-2000. Per capita GDP reveals a positive trend: 315USD in 1995, 655USD in 2000, approximately 700USD in 2001, and 770USD forecasted for 2002. The exchange rate of the national currency, the Manat, has also stabilised. 

The petroleum industry remains the main economic sector, and Dutch Disease poses a threat to economic development. The steady increase of oil as a share of the country’s total exports serves as an illustration: 1998 – 65%, 2000 – 84%, and 2001 – more than 90%. Furthermore, the budget for 2002 was based on calculations where the price of oil is set not less than 18USD per barrel. 

Some gains in the extremely underdeveloped non-oil sectors have been made. Ninety-nine percent of agricultural land has been privatised as have more than 24,350 small- and 300 medium- and large-scale enterprises. The private sector contributed 68% to the GDP in 2001, up from 29% in 1994. These achievements are lessened by the existence of a shadow economy. The actual annual aggregate consumption exceeds the produced GDP by 3-5% according to the State Statistical Committee and by 17-20% according to independent estimates.

The Government has made poverty reduction their priority in their quest for economic development. Public sector reforms and the establishment of the Ministry of Economic Development are measures that have been taken. The State Oil Fund is operational and is expected to help non-oil sector development and IDPs/Refugees. National plans for balanced social-economic development are outlined in a new document entitled "Main directions of Azerbaijan's social-economic development strategy for 2001-2010." 

The PRSP process joins this strategy. Dialogue began in early 2001, when the IMF agreed that disbursements under the Poverty Reduction Growth Facility (PRGF) were subject to the goals of the national economic programme, including the poverty reduction strategy component. By summer 2001, the Cabinet of Ministers completed an Interim PRSP that allowed resumption of IMF lending. The exercise has since gained growing importance as a planning tool for the Government. The final document will be completed by summer 2002 and the new Ministry will assume leadership.

The United Nations in Azerbaijan

The United Nations Office in Azerbaijan has been in operation since 1992 and currently three Agencies (UNDP, UNFPA, UNICEF) conduct activities on a regular programming basis. The Programme cycles of these agencies are completely harmonized, with the current cycle closing in 2004. UNHCR and UNWFP continue to provide special development situation assistance on the basis of humanitarian/emergency operations. IOM has an office in Baku, UNIFEM a project office and WHO a liaison office. Other UN Agencies (FAO, ILO, UNESCO) also implement projects/activities in Azerbaijan but are not resident. As example of collaboration it is worth mentioning the use of a Memorandum of Understanding among UN Agencies for the joint implementation of activities including fund raising for projects. 

Coordination between agencies is achieved through the division of responsibilities by thematic areas. UNDP leads UNCT efforts in alleviation of poverty and governance, UNICEF in health reforms and education, UNWFP and UNHCR in provision of relief assistance to refugees and IDPs, and UNFPA in the area of population and reproductive health. Formal thematic groups support operations (see annex). The UN Country Team collaborates in the following strategically important development areas:

              a) sustaining efforts in alleviating extreme poverty;

              b) moving from relief and emergency towards development; and

              c) putting in place a national contingency plan.

A first step in all collaborative activities has been the realization of UN Reforms and the MDG/CCI. Towards this end, a draft version of the CCA was presented to the Government and other stakeholders in 2001. Comments were received, reviewed and utilized in preparing a final version submitted to the UN Secretariat in September 2001. UNDAF has been planned to correspond with the completion of the current programming cycle. During 2002, the CCA will be published and distributed. Information will be updated in 2003. UNDAF will be in place in 2004. This process has been important for cultivating the collaborative activities and is central to the UN System’s objective of assisting Azerbaijan’s quest for stability, especially in line with working towards the MDG/CCI. 

The most significant impact of the UN in Azerbaijan is demonstrated in the culmination of the results of its various efforts that have helped bring about the production of the PRSP. Recognizing the poverty reduction as the primary economic development strategy of the Government, the UNCT sought to associate itself with and to contribute to this process, a move well received by the Government and partners. The UN entered the PRSP process with the review of the interim report. The major impact of initial involvement was the revision of the timeframe set for strategy preparation resulting in a more realistic schedule that allows donors and stakeholders to participate meaningfully in the process.  

The UN was then invited to assume the role of coordinating donor participation and building a bridge between the Government and donors (UNDP) for the full PRSP. The UNDP has designed a Participation Action Plan that already received consent from donors who will support its implementation. According to this plan, UNDP and UNICEF assume leadership in sectoral working groups concerned with the social sector (employment, education, and health). UNFPA will be involved in the health and poverty monitoring groups. The Millennium Development Goals present the long-term orientation for the strategy, while CCA/NHDRs and other UN reports will be used for the development of short term goals. 

Of continued importance to the UNCT is the transition from relief to development. The transition recognizes the necessity to address long-term needs, instead of remaining concentrated on immediate relief needs, which first brought UN Agencies to Azerbaijan. Its strategy begins with special support to IDPs by relieving their vulnerable condition and promoting their self-reliance. The Azerbaijan Reconstruction Programme (UNDP) is a socio-economic rehabilitation activity promoting the return and reintegration of IDPs from war-damaged areas. Collaboration between the UN and BWI has also encouraged international donor contributions. Within the relief to development, there is also a niche covered by UNIFEM in promoting woman and peace building in the Caucasus.

Due to the level of mine contamination in areas designated for reconstruction and resettlement, the Azerbaijan Mine Action Programme (AMAP) was launched. UNDP plays the lead supportive role for this programme developing the programme’s management capacity and limited field capacity. The Government of Azerbaijan plays an integral role, particularly through the national Agency for Rehabilitation and Reconstruction of Areas (ARRA). Demining activities are conducted with the support of different international and local aid and humanitarian organizations, and UNICEF provides mine awareness activities.

The Mine Action Programme is not the only example of inter-agency cooperation. The Social Fund for Development of IDPs (SFDI)—a relief to development activity involving the Government, the UN, and BWI—is joined by several interagency initiatives, such as the establishment of Early Childhood Care and Development (ECCD) centers in IDP camps with 35 new centers opened in 2001 (UNICEF/UNWFP), the rehabilitation of schools in war-damaged areas (UNHCR/UNICEF), an economic opportunity enhancement project in the non-contiguous region of Naxchivan (IOM/UNDP), a newly initiated NGO-capacity building project to promote HIV/AIDS awareness (UNFPA/UNDP), and a project on reproductive health services for IDPs and refugees (UNFPA/UNHCR supported by DFID). An older joint activity strengthening the development of civil society, focused on assisting national NGOs, is an initiative of UNDP supported by UNFPA, UNHCR, USAID, WB, and other international agencies/donors. All of these projects integrate concepts central to relief and development and serve as a base for stronger collaboration. Current and future collaboration with the Government was reinforced with a workshop on Sustainable Human Development hosted by UNDP and UNITAR, which also served as follow-through on previous efforts.

Contingency planning is the final sector of activity for the UNCT, a necessity in a disaster-prone country such as Azerbaijan. Cooperation, thusfar, has centered on post-disaster response, rather than on emergency preparedness. To ensure a coordinated and coherent response before, during and after any emergency situation by the UN system and all other relevant actors, the UNCT is developing a UN model as a base for a larger, national plan. A Working Group was established in October comprised of IOM, IFRC, UNDP, UNFPA, UNHCR, UNWFP, UNICEF, WHO, and WB. The Working Group, jointly with the representatives from the different national disaster management structures, outlined an Inter-Agency Contingency Plan. This plan will identify potential threats and specify leading agencies for various aspects of post-emergency assistance, including possible third-party partners. Initial disaster management workshops were held with the Government and NGOs (UNDP). 

Through these three approaches, the UNCT believes that it has found the most effective ways to support and assist Azerbaijan in its quest for stability and future prosperity.

ANNEX I: Theme Groups and/or Inter-Agency Task Forces
UN Theme Groups (with coordinator)


Community Development (UNDP)
Disaster Management/Contingency Planning (UNDP)


Education (UNICEF)
Health (UNICEF)


HIV/AIDS (UNICEF)
Reproductive Health (UNFPA)


Resettlement and Reconstruction (UNDP) 

CCA/UNDAF Issue Groups (with coordinator)

Health (UNICEF)
Education (UNICEF)

Population and Development (UNFPA)
Economy and Social Situation (UNDP)

Food Security (UNWFP)
Governance (UNDP)

Environment (UNDP)
Special Concerns of the Displaced Population (UNHCR)

Interagency Groups (outside/complementary to UN System)

Interagency Groups
Members
Chair

Donor Coordination Meeting


Embassy of France, Embassy of Germany, Embassy of Greece, Embassy of Italy, Embassy of UK, Mercy Corps International, EU/TACIS, EU-EXAP, UNDP, UNHCR, UNICEF, USAID, UNWFP, World Bank
ECHO (until June), EU-Food Security (after)

Earthquake Relief Meetings
State Oil Company of Azerbaijan Republic, foreign oil companies, donors, UNDP
GoA/UNDP

Food Aid Coordination Committee
Cabinet of Ministers, ECHO, International NGOs, UNWFP and USAID
UNWFP

Interagency Coordination Meeting


Open to all interested Government officials, UN Agencies, donors, and national and international humanitarian and development organizations.
NGOs on a rotational basis

Interagency Education Coordination Committee


Government (Cabinet of Ministers, Ministry of Education, Ministry of Youth and Sport, State Statistics Committee, Baku and District Education Departments), educational institutions, international and national NGOs, UN Agencies (UNDP, UNESCO, UNICEF, UNWFP), World Bank, and media agencies.
UNICEF 

Interagency Health Coordination Committee
UNDP, UNFPA, UNHCR, World Bank, and WHO.
UNICEF

Mine Action Interagency Working Group
ARRA, ANAMA, international and national NGOs, IFRC, UNHCR, and WB.
UNDP/ANAMA

Community Development
Open to all interested Government officials, UN Agencies, donors, and national and international NGOs.
NGOs on a rotational basis

Reproductive Health and Family Planning Meeting
International NGOs, UNFPA, UNHCR, UNIFEM and WHO
UNFPA/

UNHCR

Other Meetings (without UN participation)

International NGOs hold a number of meetings on Agriculture, Community Services/Development, Health, Income Generation and other sectoral issues to strengthen their coordination and are not usually attended by UN Agencies. The exception is the Health Working Group, attended by UNFPA, UNHCR, and UNICEF. The National NGO Forum organizes monthly meetings for national NGOs on Human Rights and Legislation; Economy; Humanitarian and Development; Ecology and Public Health; Peace and Democracy; Education, Training and Research; Gender; and Emergency/Disaster Management. 

ANNEX II: Millennium Development Goals and Cross Cutting Issues, Azerbaijan, 2001 

MDGs/

CROSS CUTTING ISSUES
INTER-AGENCY THEME GROUPS OR AGENCIES COLLABORATING
IMPACT/RESULTS, GOOD PRACTICE/LESSON LEARNED, JOINT PROGRAMMES, OTHER COMMENTS
SELF-ASSESSMENT OF CT

1-2:Limited, 3-4:Moderate, 5-6:Extensive

Eradicate poverty

and hunger
Agencies: IMF, IOM, UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, UNWFP, WB

Theme Group(s): Community Development; Education; Health; Resettlement and Reconstruction
Significant advances in the PRSP process were made during the year, with efforts made to ensure that this strategy is dovetailed into existing and prospective programmes and projects.

Strengthening Small and Medium-Sized Enterprises (UNDP and international donors) is an approach supporting this MDG as well as complementary to the PRSP. Micro-credit is a similar method employed in reconstruction and rehabilitation programmes. 

Capacity building efforts for the  Social Fund for Development of IDPs—a government initiative with oversight by UNDP, UNHCR and WB and established in 2000—have continued. Fuller implementation should be realized in 2002.
Rating: 6  



Achieve universal primary education
Agencies: UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, WB

Theme Group(s): Education; Resettlement and Reconstruction
UNICEF led programmes—Early Childhood Care and Development Project (WFP) and Education for Development (UNHCR)—as well as programming related to the Convention on the Rights of the Child (UNHCR) enjoy the participation of other UN agencies as well as the local Ministry of Education and other related government and local agencies. A very positive base for forming larger/wider inter-agency collaboration has been created.


Rating: 5  



Promote 

gender equality

and empower

women
Agencies: IOM, UNDP, UNDPI, UNFPA, UNHCR, UNICEF, UNIFEM, UNFPA,WB

Theme Group(s): Community Development; Education; Health; Resettlement and Reconstruction
2001 saw the installation of UNIFEM in Azerbaijan who took the lead from UNDP and UNFPA for programmes promoting gender equality and the empowerment of women. These efforts are supported by research organized by UNICEF and by the Gender in Development Unit of the host government. These MDG issues continue to be included in legislation and in programming by all concerned agencies and parties. 

A locally developed film entitled “Hotline” that tackled the complicated issues of gender and domestic violence was produced through UNDP/UNFPA was televised during the year and made publicly available as a video.


Rating: 5  



Reduce 

child mortality
Agencies: UNFPA, UNICEF, UNWFP, WHO

Theme Group(s): Health; HIV/AIDS; Reproductive Health; Resettlement and Reconstruction
UNICEF/UNFPA efforts should soon be reflected in a more positive trend in child mortality statistics as a result of multiple projects. New statistics will become available in the next NHDR covering 2001-2002.
Rating: 4  



Improve 

maternal health
Agencies: UNFPA, UNHCR, UNICEF, UNIFEM, UNWFP, WB, WHO

Theme Group(s): Community Development; Education; Health; HIV/AIDS; Reproductive Health; Resettlement and Reconstruction
Establishing a reliable information base has been the focus of proceeding years as well as service infrastructure. Now that the work of UNFPA and UNICEF together with state agencies have begun to build on this foundation, projects have been implemented such as the ECCD and information campaigns. 
Rating: 4  



Combat HIV/AIDS, malaria and other diseases
Agencies: UNDP, UNDPI, UNESCO, UNFPA, UNICEF, UNIFEM, WB, WHO

Theme Group(s): Education; Health; HIV/AIDS; Reproductive Health
UNDP and UNFPA continued to strengthen existing cooperation established in the area of response to HIV/AIDS, such as the Annual AIDS Campaign. UNDP developed a project on strengthening capacities of civil society in response to HIV/AIDS, which is cost-shared by UNFPA. 
Rating: 5  

The five-year UNDP/UNFPA partner-ship represents a commendable example of inter-agency cooperation.



Ensure 

environmental sustainability
Agencies: UNDP, UNEP, WB

Theme Group(s): Community Development; Education; Resettlement and Reconstruction
The new Ministry for Ecology and Natural Resources has developed a national strategy on sustainable development.

Although no inter-agency group on environment is in place, the Caspian Environment Programme, a collaboration between UNDP, WB, UNEP, GEF and EU with growing participation of the private sector, remains the largest regional joint intervention and demonstrates the UNCT’s ability to help ensure Azerbaijan’s compliance with its commitments to international conventions.


Rating: 4  



Develop a global partnership for development

Agencies: IMF, IOM, UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, UNIFEM, UNITAR, UNV, UNWFP, WB, WHO

Theme Group(s): Community Development; Disaster Management/ Contingency Planning; Education; Health; HIV/AIDS; Reproductive Health; Resettlement and Reconstruction

Volunteerism is the focus of a fully pledged UNV/UNDP project that has mobilized more than 100 youth volunteers.

SHD Workshop (UNDP/UNITAR) held with the government to begin practical efforts towards integrating SHD principles into governance. 
Rating: 4  



Cross-cutting issues:



Recovery and 

Peace-building (prevention and 

post conflict)
Agencies: IMF, IOM, UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, UNIFEM, UNWFP, WB

Theme Group(s): Community Development; Education; Health; Reproductive Health; Resettlement and Reconstruction
The Azerbaijan Reconstruction Programme is centerpiece, but the majority of UNCT projects are aimed at this MDG as the Karabagh Conflict remains unresolved and its consequences still negatively effect the country situation. Despite this status, special efforts in rehabilitation and landmine/UXO clearance are underway.

Governance improvement efforts are also underway to ensure that the Government has the capacity to respond not only to the needs of IDPs but those of the population at large as well as economic, social and political developments. 

In 2001, the President produced a Decree on Resettlement, an important milestone for the recovery process. 


Rating: 4  

The UNCT is seeking ways to develop of the Government’s capacity for integrating long-term strategic planning as well as innovative approaches in the resettlement and reconstruction process.

Disaster

Management
Agencies: UNDP, UNFPA, UNHCR, UNWFP, UNICEF, WHO, WB, IOM, and IFRC.

Theme Group(s): Community Development; Disaster Management/Contingency Planning; Education; 
A practical focus on Disaster Management was brought by natural disasters (earthquakes, landslides) occurring in 2000. 

In 2001, UNDP and UNDMTP provided training to local NGOs as well as hosted a session with the host Government and local institutions in considering how to plan, respond and coordinate actions. 

A UN Contingency Planning Working Group was established in October 2001 and a UN Disaster Management Team will be in place in 2002.


Rating: 5  

Necessary plans and mechanisms are being established.



Human Rights
Agencies: IOM, UNDP, UNDPI, UNESCO, UNFPA, OHCHR, UNICEF, UNIFEM,  WB

Theme Group(s): Community Development; Education; Resettlement and Reconstruction
As a new member in the Council of Europe, Azerbaijan has made significant headway in including human rights in its legislative base and administration. 

UNDP and UNICEF continue to identify ways to advocate and ensure human rights in Azerbaijan. This year the CRC was published in Azeri. UNDP has provided assistance to OHCHR’s Human Rights project aimed at training Law Enforcement officials. UNDP and UNDCP have helped the Government to develop a legal assessment framework for the regional (Southern Caucasus) Anti-Drug program.


Rating: 5  



IMPACT OF UN REFORM ON THE FUNCTIONING OF THE UN SYSTEM AT THE COUNTRY LEVEL 

Harmonization and Simplification of Programmes and Programming Cycles: CCA/UNDAF,

and links with PRSP, 

Joint Mid-term Reviews
Agencies: IOM, UNDP, UNDPI, UNFPA, UNHCR, UNICEF, UNIFEM, UNWFP, WHO
CCA was presented to the host government in 2001 and comments were received and included in a final version submitted to the UN Secretariat. The UNDAF is scheduled to be prepared by 2004 and will take the place of individual agency program cycle plans by providing a single programme.

An Interim PRSP was presented this year with the endorsement of the BWI. Shortcomings revealed during its review, including linking the strategy with other development plans, have been the focus of subsequent consultations. UNDP has taken the lead with WB in organizing the donor consultative working group and further coordination.
Rating: 5 

Seeking to ensure that these documents and their respective programmes complement one another has been and will remain a primary concern for the UNCT.

Joint

Programming
Agencies: IMF, IOM, UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, UNIFEM, UNWFP, WHO
Joint programming for projects has typically involved not more than two UN agencies. However, projects and programmes often involve local and international agencies. 
Rating: 4  

The CCA/UNDAF process promises to strengthen long-term coordination and to provide a base for regional cooperation.



Harmonization and Simplification of Administrative Procedures
Agencies: UNDP, UNDPI, UNFPA, UNHCR, UNICEF, UNIFEM, UNWFP, WB, WHO
This has been a transitional year for the RC System without an incumbent in place. 
Rating: 2  

Assignment of the new RC in line with the CCA/UNDAF promise to provide a stronger foundation.

Common Premises

and Services
Agencies: UNDP, UNDPI, UNFPA, UNICEF, UNIFEM, UNWFP, WHO
Space has become an issue as agencies and programmes expand. Additional space is currently being sought.
Rating: 3  



Partnerships 

(BWI, donors,

and civil society)
Agencies: IMF, IOM, UNDP, UNDPI, UNESCO, UNFPA, UNHCR, UNICEF, UNIFEM,  UNWFP, WB, WHO
CCA/UNDAF, PRSP, SFDI and the Azerbaijan Reconstruction Programme are all processes that involve a wide number of agencies helping all partners and stakeholders come together as a group acting towards similar goals.

Strengthening civil society has been a continued focus. A series of NGO-Government Dialogue sessions, led by the National NGO Forum under the guidance of UNDP, were held throughout the country in newly opened Rural NGO Resource & Training Centers. 
Rating: 5 

Bases for partnerships have already been in formation. The next years will be vital for continuance of this trend. 










