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13 February 2003
Excellency,

Subj: UN Resident Coordinator’s Annual Report for Azerbaijan, 2002

I have the honor to send you the following letter and attachments comprising the UN Resident Coordinator’s Annual Report for Azerbaijan for the year 2002. The report begins with a general overview of the status of Azerbaijan followed by a brief update on how the UNCT is progressing in UN reform and UN coordination at the field level, working as a team under the leadership of the Resident Coordinator.
1.  “Socio-Economic Trends including the MDGs and national or other issues that have affected the UN’s work”

Azerbaijan experienced continued macro-economic stability and increased economic growth in 2002.  Real GDP expanded by 9.8% year on year in the first three quarters of 2002 with per capita GDP estimated to increase from US$700 in 2001 to US$762 in 2002. With oil revenue critical to State finances, the 2003 Budget assumed a realistically conservative average world oil price of US$19.50 per barrel.  The State Oil Fund continued to grow to over US$690 million with some funds being allocated to development (e.g. housing construction for IDPs and refugees) for the first time. 

The oil sector accounted for 90% of Azerbaijan’s exports in 2002 but generated only 1% of all jobs. Major oil sector developments in 2002 included approval of the Baku-Tbilisi-Ceyhan pipeline and the reaching of agreements with Russia and Kazakhstan on the demarcation of the Caspian Sea.  The non-oil sector remained under-developed.  Recent Government statistics indicate that half the population were living below the poverty line with 17% of the population living in extreme poverty.  The Government launched its State Programme on Poverty Reduction and Economic Development(SPPRED) programme or PRSP in October, 2002 which is the country’s first medium-term national development strategy.   The Government adopted the MDGs as their long-term poverty reduction goals and is expected to submit the SPPRED for review by the World Bank in Spring, 2003. 

There has been little progress in resolving the Nagorno-Karabakh conflict.  As a result, there are about one million refugees and IDPs in Azerbaijan with 20% of its territory under occupation.  US assistance to Azerbaijan was facilitated by the suspension of Section 907a of the Freedom Support Act.  Constitutional referenda made the Prime Minister the designated successor to the President and abolished the proportional system for Parliamentary elections.  An Office of the Ombudsman was created.  The next Presidential election will be held at the end of 2003 which will be very important for the future of the country.  

2.  “Brief update on how the UNCT is progressing in UN reform and UN coordination at the field level, working as a team under the leadership of the Resident Coordinator”

The UNCT in Azerbaijan working within the framework of the SG’s reform initiatives and under the leadership of the Resident Coordinator provided continued support to the country’s transition to democracy and the market economy reflecting the ongoing change in UN system support from post conflict humanitarian assistance to development activities.

The UNCT concentrated its joint efforts primarily around the formulation of the PRSP to address the problem of poverty, the most urgent development issue in Azerbaijan. The UNCT followed the recommendations of the UNDG Guidance Note to UNCTs on the PRSP and fully coordinated its activities with the Bretton Woods Institutions (BWIs) and the development community in Azerbaijan.  The UNCT’s efforts contributed to the successful launch of the SPPRED by President Aliyev in October 2002. Azerbaijan is only the second country in the CIS where a PRSP has been launched.

In preparation to PRSP, UNICEF jointly with WB and ADB has supported the State Statistics Committee and the governmental institutions to conduct a Household Budget Expenditure Survey. The results of the survey revealed the level of poverty in Azerbaijan and also related social indicators to poverty. 

As part of the UNCT’s support for the PRSP formulation process, UNDP led the preparation of a Participation Action Plan, which was implemented by the Government’s PRSP Secretariat.  The UNCT including the BWIs facilitated national discussions on the PRSP with the involvement of a broad cross-section of civil society comprised of CBOs/NGOs, academia, the media and target groups of the poor.   Five missions to the regions of Azerbaijan were conducted and fifteen PRSP working group meetings were held.  UNICEF supported the PRSP formulation process in the social sector (e.g. health, education and social protection, Convention on the Rights of the Child, young people’s health and development, HIV/AIDS, poverty monitoring). 

Multilateral and bilateral actors showed widespread support for the UN system role in helping coordinate the PRSP implementation process.  The UN agencies and the BWIs assisted with the organization of PRSP roundtable discussions and a conference on employment held in April, 2002 with the participation of donors, Government Ministers and private sector representatives. UNICEF supported a national conference highlighting the impact of poverty on children and women, which was attended by a wide range of organizations and institutions. UN agencies fully participated in the preparation of the PRSP playing active roles in the July, 2002 national conference held to discuss the draft PRSP and the October, 2002 national conference held to launch the SPPRED.  As part of the PRSP formulation process and in preparation for PRSP implementation, the UNCT has been helping the Government establish a poverty monitoring unit within the Ministry of Economic Development.  

A PRSP policy matrix has been developed as part of the SPPRED and UN agencies have identified priority areas for support within this matrix that are consistent with their mandates.  For example, UNDP has prepared a series of the PRSP-related project proposals in their priority area of employment.  UNICEF has prepared project proposals on the social sector in line with the PRSP policy matrix.  The UNCT has recognised the importance of revitalizing the non-oil sector to create income-generating opportunities and to strengthen social protection to provide a safety net for the most vulnerable groups of the population. The analysis of the root causes of poverty and the mobilization of domestic resources, including the State Oil Fund, are deemed indispensable for the efficient implementation of the PRSP. 

Best practices and lessons learnt during the PRSP formulation process (e.g. public participation, Government ownership) will influence the way in which the UNCT uses other UN system tools for assessment, monitoring and joint programming (CCA/UNDAF, MDG Report) to support development in Azerbaijan.  In late-2002, the UNCT took steps to finalise the CCA and to formulate the first annual MDG Report for completion in mid-2003.  It is planned to prepare an UNDAF by the end of 2003 on the basis of the new UN Integrated Guidelines on CCA/UNDAF.  

A new CCA/UNDAF Steering Committee was established under the leadership of UNICEF.  A detailed work plan for the CCA/UNDAF formulation process has been prepared and agreed with UNCT members.  CCA thematic groups have been established for each of the nine chapters including governance,  economy, health, IDPs/refugees, social protection etc..  Lead and support responsibilities for the different sections of the CCA have been assigned to all of the UNCT members including the BWIs.  From our previous experience of the CCA process and building on the success of the PRSP exercise, the UNCT decided to more actively involve Government in the finalisation of the CCA.  This approach is consistent with the new CCA/UNDAF Guidelines.  The Resident Coordinator has informed the Office of the President of the status of the CCA formulation process and invited the Government to participate in the CCA thematic groups.

Once the CCA has been completed, the preparation of the UNDAF will commence by identifying the key thematic areas around which the UNCT will focus its development efforts in the years ahead.  The CCA/UNDAF process will utilize capacity created during the PRSP exercise and will involve all key development parties in the country including government, civil society, private sector, regional and international partners and donors.

Another initiative of the UNCT in 2002 was to launch the MDG process in line with the Millennium Declaration and the SG’s roadmap. It was agreed that the UNCT will assist the Government to prepare the first MDG annual report which will be issued in mid-2003. 

An MDG Technical Committee under the UNCT is in the process of being established to review the MDGs and the indicators and targets relevant to Azerbaijan.  The UNCT has discussed the UN’s MDG Strategy and agreed that UNDP will lead the UN MDG process in Azerbaijan in the four key process areas of monitoring, analysis, campaigning and operational activities. A work plan and strategy for the implementation of MDGs and preparation of MDG Report is being drafted.  The first MDG report will be based on available data, existing reports and situation assessments (PRSP, NHDR and CCA).  A major challenge will be to obtain reliable statistical data.  

The PRSP recognizes that the MDGs represent Azerbaijan’s long-term development goals.  The PRSP is considered by Government as a strategic tool to attain MDGs.   The Government has appointed the head of the PRSP Secretariat as its MDG focal point, which demonstrates the way in which the Government is linking the PRSP to the MDGs.  An MDG pamphlet has been published and disseminated for advocacy purposes. Representatives from UNDP and UNICEF on behalf of the UNCT, with the NGO focal point from the Government’s PRSP Secretariat, attended the MDG workshop in Moscow in November, 2002. Representatives from UNDP and UNICEF on behalf of the UNCT attended the CCA/UNDAF workshop in Bratislava in December, 2002.  On their return, these workshop participants facilitated a half-day training seminar in December to familiarise UN system staff with the MDGs and the CCA/UNDAF process.

An IDP survey was undertaken to provide a comparative analysis of the poverty profile of IDPs/refugees vis-à-vis the general population.  It was a joint initiative of the WB and UNDP with the assistance of UNHCR and WFP.   In recent years, UN agencies (e.g. UNDP, UNICEF) have collaborated under the Azerbaijan National Mine Action Programme to support de-mining and mine risk education.  UNDP and ILO in partnership with the Azeri Ministry of Labour and Social Protection formulated a joint programme to provide technical assistance in the field of labour statistics and regional development.  The project was approved in November, 2002.  For the first time, a national correspondent was appointed for ILO in Azerbaijan in 2002. 


A UN system working group chaired by UNDP commenced development of a new UN Integrated Inter-Agency Contingency Plan. The UNCT participated in the HIV/AIDS learning needs assessment in November, 2002.

A new improved switchboard was installed in the UN House.   Space was freed up in the over-crowded UN House offices by shifting some UNDP staff into a refurbished annex.  The new UNDP premises included a state-of-the-art meeting room and the first cafeteria for staff. A fire drill was conducted for all staff in the UN House and a new fire sensor system was installed.  

The UN security plan was reviewed and updated.  The UNCT and the UN Security Team reviewed the status of MOSS compliance in the office.  As a result, an action plan was adopted which included the procurement of an emergency power generator.  UNSECOORD appointed a regional Field Security Officer based in Tbilisi.  On his recommendations, UNSECOORD agreed to a revision of security phases in Azerbaijan to reflect changes in the security situation of the country.

A UN web-site in English is operational and an Azeri version of the website will be launched in 2003.  UN promotional items were produced and a special Bulletin to celebrate the UN’s 10th Anniversary in Azerbaijan is under preparation. 

Recommendations

Review the relationship between the PRSP and the CCA to eliminate unnecessary duplication.

Please accept, Excellency, the assurances of my highest consideration. 

                             
       



       Marco Borsotti


UN Resident Coordinator

                                                                                             UNDP Resident Representative

H.E. Mr. Kofi Annan 

UN Secretary-General 
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