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Preface 
Advancing confidently on the path of progress, as conceived by the founder of 

an independent Azerbaijan, the National Leader Heydar Aliyev, our country is going 
through a watershed period of its economic, social, political and cultural 
development, restoring its historic territorial integrity as it faces yet another round of 
even greater shifts in a new global context. 

The ongoing social and economic reform agenda has consistently and 
continually facilitated the development of the national economy, while reinforcing and 
rapidly upscaling its financial sustainability, and contributed to a speedier 
development of a state-of-the-art social and economic infrastructure, enabling faster 
resolution of a number of social issues and betterment of the nation's well-being, 
deployment of innovations and continuous development of human capital. 

Globally, Azerbaijan has become a strategic contributor to the world's energy 
security, equipped with a stable and sustainable economy backed by considerable 
financial resources, and a strong geopolitical and geoeconomic standing. The nation 
has been consistently driving international and regional cooperation, enabling a 
number of successful global projects. Its increasingly stronger economic prowess 
and international acclaim have enabled Azerbaijan to launch a number of large-scale 
projects capable of transforming the South Caucasus and adjacent regional 
economies. Through successful implementation of these projects Azerbaijan has 
effectively become a 'global player' underpinning the region's development vision, 
with a say in the global economy. 

The government's special role in the social and economic development context, 
with oil resources utilized in the dynamic development process in an efficient and 
smart way, as well as high public investment spending, have been instrumental in 
addressing the key aspirations of the first phase of the country's economic agenda of 
strengthening the nation's sovereignty and national security through reinstatement of 
the historic geographic boundaries, and driving domestic social and political stability, 
and societal consolidation. 

Despite the recent significant export revenue impact of COVID-19, the 
government's timely response enabled the national economy to quickly adapt to the 
new global context, securing macroeconomic stability and empowering Azerbaijan to 
manage the crisis as one of the least scarred economies. 

The post-COVID and post-conflict period of 2022-2030 ushers in a new and 
completely different strategic development phase for Azerbaijan. In this strategic 
period, Azerbaijan aspires to reach new heights in building a well-being society 
through further development by engaging state-of-the-art and sustainable growth 
drivers, placing a stronger focus on innovation and financial stability, and global value 
chain integration, deploying a new generation structural and institutional adjustment 
measures. 

All of the above prompted the approval of the Azerbaijan 2030: National 
Priorities for Social and Economic Development, entailing, in turn, the present 2022- 
2026 Social and Economic Development Strategy. Implementation of the Strategy 
will drive significant shifts in the economy, with growth based on a completely new 
set of enablers, and a boost to the growth pace, in particular in priority industries, 
while the economy as a whole and employment become increasingly stronger by 2026. 

New and more efficient enablers and development context will boost private 
sector development, including micro, small and medium enterprise, enhancing 
foreign investor activity and non-input exports. 
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The non-hydrocarbon sector, in particular a competitive agricultural production 
and processing industry contributing to the reinforcement of food security, increased 
export potential and improved rural well-being, is expected to see increased 
government support and investment, innovations, and stronger supply of resources 
and maintenance through public-private partnership vehicles. 

The efficiency of state-owned enterprises, along with the economy's 
transparency, will further improve, as economic governance rises to a new level. The 
reform agenda will also include privatization of state assets and expansion of public 
private partnership, as well as SOE restructuring and downscaling of the 
government's share. 

The macroeconomic and financial stability, as well as fiscal sustainability and 
performance improvement mechanisms will be strengthened. The capital market 
development landscape will shift significantly, while access to finance for the real 
sector and business will be further improved. 

Environment will be further enabled to support continuous development and 
transformation of human capital, a necessary ecosystem will be put in place to help 
rapidly deploy innovations, and the country's green energy transition and 
environmental betterment will be further accelerated. 

Innovations will be promoted as cutting-edge solutions are increasingly 
deployed, and performance-based development and competitiveness of the economy 
will be provided. 

Social protection, in particular for vulnerable groups, will be strengthened, and 
the pension system will be significantly improved. 

And finally, with the country going through a turning point and new strategic 
phase of its social and economic development, the de-occupied lands will see the 
Great Return as part of the overall rebuild and reintegration endeavor. 

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission. 



6 

1. National Priorities for Social and Economic Development: Achievements 
and Challenges 

1.1. Key achievements of the last decade 
Five fundamental outcomes, namely a victorious nation, a worldwide 

acclaim, an educated society, a strong economic potential and a growing well 
being characterize the last decade of the country's social and economic 
development. These achievements will provide a considerable contribution to the 
formulation of the country's new social and economic development landscape in the 
long run, and are a direct consequence of the last decade's wide-ranging reform 
aspirations. Only a handful of countries have ever been able to become such a 
success story in as little as 30 years. 

Restoration of the country's territorial integrity unlocks opportunities for 
economic development. The liberation of our lands and restoration of the country's 
territorial integrity by the valiant Azerbaijani Army is an unrivaled achievement in the 
nation's age-long history. Restoration of the territorial integrity stems directly from 30 
years of the government's consistent reforms and forward-looking foreign policy 
aimed at further strengthening Azerbaijan. The entire nation rallied behind the 
President of Azerbaijan from the very first day of the war, with the invincibility and 
heroism of Azerbaijan's victorious armed forces on display. Both military and political 
& diplomatic advancements showed the world just how strong the country is. 

In the past 10 years, the country has achieved macroeconomic stability 
and sustainability, as well as welfare-centric growth. Strong political & social 
stability and security, a forward-looking domestic and foreign policy have been 
instrumental to achieving the complex social and economic goals set in the past 10 
years, as well as to restoring the country's territorial integrity. Widespread technology 
deployments and promotion of high-quality human capital in key industries have 
significantly boosted productivity, speeding up economic diversification and efficient 
global value chain integration of domestic production. As an active 4th Industrial 
Revolution center, Azerbaijan has become a treasure trove of opportunities for 
foreign investors. To wit, during this period the national economy has grown 15%, 
while non-hydrocarbon Gross Domestic Product (GDP) has increased 1.4 times. 
Furthermore, non-hydrocarbon exports have increased 78.3% from the 2011 levels. 

In the past 10 years, the country has successfully tackled two global 
financial crises as the national economy remained resilient to external shocks. 
With global oil prices dropping by up to 3 times in 2014-2015, and the ongoing 
COVID crisis since early 2020, the country's macroeconomic stability has been 
exposed to major threats. However, the government's flexible and efficient economic 
management measures have secured the country's macroeconomic stability, as well 
as public well-being and health. As of the end of 2021, the country's total foreign 
exchange reserves were almost as high as GDP, exhibiting the national economy's 
resilience to external and domestic shocks. 

The ongoing in-depth structural and institutional adjustments have 
modified the national economy's structure with the non-oil sector's share 
significantly increased. In 2012-2021, non-hydrocarbon GDP grew 3,5% p.a. on 
average, increasing from AZN25,4 bin in 2011 to AZN57,8 bin in 2021; respectively, 
the share of the non-hydrocarbon sector increased from 48,8% in 2011 to 62,2% in 
2021. During this period of time, as sector-based growth drivers, non-hydrocarbon 
industry has grown 2,3 times, agriculture by 1,5 times, and ICT by 2,4 times. The 
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number of inbound tourists increased from 1,6 min arrivals in 2011 to 2,9 min arrivals 
in 2019. 

Private participation in the non-oil sector has increased significantly as a 
result of the government's consistent policy. Backed by successful structural and 
institutional adjustments, the private sector's share of GDP totaled 85% by 2019, and 
while it dropped to 80,8% in 2020 due to COVID, it quickly rebounded to more than 
83% as early as in 2021. The private sector's advancement was primarily driven by 
private non-hydrocarbon investment, reaching 44,6% of total non-hydrocarbon 
investments by 2021. 

Small and medium businesses increasingly dominate the economy. State 
of-the-art economic arrangements and facilities, in particular financed from public 
investments, have facilitated SME development. Over this period of time, the number 
of registered SMEs has increased 3, 1 times, with their share of non-hydrocarbon 
GDP totaling 23,7%. SMEs account for 25,5% of total non-hydrocarbon exports. The 
SME soft loan portfolio increased 1,5 times from 2018 reaching AZN4,4 bin by 2021. 

The domestic production capacity and infrastructure are being developed 
to further improve the country's food security situation. Overall, the country has 
an adequate agricultural production capacity to be self-sufficient based on the 
existing land, water and climate resources. On top of the domestic production 
potential, the arrangements put in place to promote development of agricultural 
storage facilities and processing industry are extremely important. Thus, developing 
a domestic processing industry and infrastructure for products with a relatively high 
import dependency due to resource scarcity is expected to accommodate the 
country's stable food security needs in full. 

Foreign investments have been instrumental to rapid non-hydrocarbon 
development, in particular private undertakings. Foreign direct investments to 
non-hydrocarbons in Azerbaijan totaled USD11, 1 bin in 2011-2021. Foreign 
investments aimed at enabling a competitive value chain and state-of-the-art 
infrastructure in high-productivity industries, with investments actively promoted 
owing to a favorable business climate and macroeconomic stability. 

State budget has been active in both supporting well-being and investing 
to boost economic activity. Although global and domestic economic developments 
have affected the revenues, expenditures increased 1,8 times in nominal terms 
during 2011-2021. 

Domestic and external debt has supported the macroeconomic stability 
and fiscal sustainability goals. Debt stock totaled 18,2% of GDP as of December 
31, 2021, which is acceptable from a fiscal sustainability standpoint. On the heels of 
recent increases, domestic borrowing has reached AZN2.507, 1 min by December 31, 
2021, which is important for the development and efficient performance of financial 
markets. 

In the past 10 years, inflation rate has been maintained at an acceptable 
level for economic activity. During this period, annual inflation was 5,3% on 
average. The monetary stance followed closely the macroeconomic stability targets. 
To support economic recovery, the policy rate was decreased from 15% in early 
20_18 to 6,25% by December 2020 in 16 increments. However, the policy rate 
adjustments were put on hold due to external developments in the first half of 2021 
follo~ed by a gradual increase in response to accelerating inflationary pressures 
~tart,~g from the second half of the year. Liquidity has been effectively managed in 
hne with the macroeconomic stability goals. 
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As the financial sector remained stable and liquid across the board, it 
provided significant financing support to growth. As a significant part of the 
financial sector, the banking sector's capitalization and liquidity are twice as high as 
the regulatory requirements. In this view, total bank assets to GDP ratio increased 
from 26,8% to 44,3%, with total loans going up from AZN9,9 bin to AZN17,1 bin over 
the past 10 years. The financial sector rehabilitation activities have boosted public 
confidence. Total deposits (excl. the financial sector) increased 3,9 times from 
AZN6,9 bin in 2011 to AZN27, 1 bin by 2021. 

Growth has improved the overall well-being. During this time, minimum 
wage increased 2, 7 times, monthly average wage 2,0 times, and minimum pension 
2,3 times. The eligibility threshold for targeted social assistance assignments to low 
income households has been raised 2,3 times over the past 10 years going up from 
AZN75 in 2011 to AZN170 by 2021. 

In the past 10 years, a number of large-scale state programs have been 
consistently implemented to improve well-being. During this time, employment 
has gone up by 14,0%, with the number of wage earners (salaried staff) increasing 
by 22,9%; despite COVID-induced fluctuations, overall unemployment totaled only 
6,0% in 2021. 

Targeted social assistance has been expanded to better accommodate the 
vulnerable population, with low-income household support further increased. 
The monthly average allowance to low-income households has been increased 2,6 
times over the past 10 years reaching AZN280 by 2021. As a result of the 
government's efforts, the share of individuals below the national poverty line shrank 
from 9,1% in 2010 to 4,8% by 2019, and, while spiking to 6,2% due to COVID-19 in 
2020, it dropped to 5,9% by 2021. 

Performance of pre-school education, an important step of developing a 
high-quality human capital, has improved. Coverage of urban and rural pre-school 
education has significantly improved, with the share of pre-schoolers and pre 
secondary school trainees in the total number of children aged 1 to 5 increasing 16% 
percentage points to reach 32% over the past 5 years. 

A strong focus was maintained on faculty development and compensation 
in order to improve the quality of education. Faculty competitions and upskilling 
efforts, as well as a 2,4 times raise of teacher wages over the past 1 O years have 
had a stimulating effect on the quality of secondary school education. 

A state-of-the-art technology-based training infrastructure has been 
developed in order to improve access to education across the country. 3400+ 
schools were built or overhauled in 2003-2021, which represents 76% of all schools. 

Research capabilities have been upgraded, R&D studies have been 
expanded, and a technology-friendly environment has been enabled, with the 
role of intellectual property enhanced. The number of published research papers 
has rapidly increased across disciplines. Over the past 5 years, the number of 
published academic papers increased 80%, with Azerbaijan consistenly remaining 
number one on this metric among South Caucasus countries since 2018. In the past 
4 years, due to intellectual property reforms, Azerbaijan has improved its Global 
Competitiveness Index ranking for lntellectural Property Protection moving up from 
71 st to 30th among the 140 countries surveyed, as the share of creative economy in 
GDP has gone up from 3,5% to 5,3%. 

Accessibility of high-quality healthcare has been continuously improving. 
As a result, maternal and infant mortality rates dropped, while newborn life 
expectancy and healthy life expectancy increased. Pre-COVID maternal mortality 
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rate was 14,9 per 100000 live births, infant mortality rate was 11 per 1000 live births, 
child mortality rate for children under 5 years of age was 13; life expectancy was 73,2 
years. 

Measures were taken to support clean environment and to actively 
promote renewables, on top of sustainable and efficient utilization of the 
existing natural endowments. A state-of-the-art water management infrastructure 
has been developed, effective waste management facilities have been expanded, 
and new RES capacities have been added. 

COVID-related threats have been successfully mitigated as the global 
economy is going through changes. High-quality human capital, technology 
adoption and sustainable growth remain the key enablers of global competitiveness. 
However, countries worldwide have started to apply new strategic solutions in order 
to adapt to the technological shift driven by the new wave of industrialization. 
Azerbaijan has developed a high social & economic well-being and capacity to 
minimize the impact of such changes. 

1.2. Global trends, challenges and opportunities in the next ten years 
The country's economy is bound to face new globally and domestically 

induced challenges in the long run. As our national economy is small and highly 
integrated into the global economy, it is vulnerable to lasting external challenges, 
which requires the structure of the economy to be changed. These challanges are 
multi-faceted. 

The economy needs to grow rapidly and continually in the long-term in 
order for Azerbaijan to become a high income country. 13 countries have 
demonstrated 7%+ growth rate p.a. on average in the past 25 years. These countries 
have been able to shorten the gap to high income countries through rapid, 
sustainable and equitable growth. Our country aspires to become a high income 
economy. This would require a new growth model that incorporates sustainability and 
equity characteristics. Only this growth model could enable continuous income 
growth for everyone in Azerbaijan. 

Rapid digitalization trends and the associated significant productivity 
boosts across world economies give rise to substantial development 
opportunities. As technology increasingly advances, the global value chain is 
rapidly becoming stronger as its geography expands. This allows for timely, quality 
and low-cost delivery of global commodities and services to end user. Digital society 
consumers are able to track their orders throughout the entire value chain. Using this 
trend would support the country's quick global value chain integration. 

The global 'greening and de-carbonization' trends create development 
opportunities for non-resource economies. As these trends pick up pace, they 
could affect the country's oil revenues in the long run. The decline of global oil 
demand requires deep non-hydrocarbon diversification and non-hydrocarbon FX 
revenues to off-set the decreasing oil revenues. Climate action, efficient utilization of 
natural resources and biodiversity protection are key for a sustainable economy. The 
Sustainable Development Goals, as well as addressing the climate change 
challenges identified under the Paris Accord and achieving the country's 
development priorities require increased RES capacity additions and application of 
environment-friendly energy efficient technologies. 
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Urban vs. rural disparity is tackled in order to enable equitable and 
sustainable growth. Just like in urban areas, creation of education facilities, 
healthcare facilities, community culture centers, essential utilities and development 
services in rural areas relies on digital technologies. All of this has significantly 
reduced the urban vs. rural quality of life gap. The village planning and settlement 
process considers any given region's existing and potential role in the economic 
value chain. 

With globalization processes accelerating and financial crisis frequency 
increasing, a greater focus is placed on macroeconomic and financial stability. 
Macroeconomic stability and sustainability are key pre-requisites for long-term 
continuous growth. Low and stable inflation, sustainable exchange rate, as well as 
stability across the financial sector drive domestic and external investment. 

Competition is increasing for global direct investments. Such investments 
require a sound and transparent business climate, macroeconomic sustainability and 
financial stability. Unless the aforementioned conditions are in place, barriers may 
exist for an inflow of foreign direct investments that bring technology and knowledge 
transfer. Practice shows that foreign direct investments as a key driver of rapid 
growth may form a high quality human capital on top of creating new sustainable jobs 
in the country. 

The COVID-19 pandemic increases the relevance of health, food security 
and sustainable employment challenges for world economies. With digital 
applications in healthcare, agile and contactless healthcare services are expanding 
and more people gain inexpensive access to healthcare services. Adequate 
contagion safeguards cannot be provided by a strong healthcare system and 
preventive measures alone. It is also necessary to ensure healthy and adequate 
nutrition in order to foster the required immunity. In order to both tackle the food 
supply issues and fend against the high food price volatility, countries stockpile 
strategic food supplies for the long run. The economic developments affect the labor 
market as well; in particular, emerging skills and declining demand for a range of 
existing skills require a measured employment response. 

Application of digital technologies and development opportunities of low 
contact sectors increase the demand for high capabilities. A combination of two 
strategic plays is used to address these needs. The first play is to develop a new 
education content to match the current economic requirements. The second play is to 
develop lifelong learning opportunities to re-train the existing workforce. Implemented 
in parallel, both plays would benefit economic diversification and rapid digitalization. 

Promotion of intellectual activity, and support to innovation and creativity 
is enhanced in key sectors. Promotion of intellectual activity outputs, innovation 
and creativity play an important role in continually enhancing the value chain footprint 
of the intellectual property-based intangible capital in the form of technologies, design 
and brands. In this view, development support should be provided to the IP-intensive 
creative economy, cooperation should be fostered among creative and digital 
technology experts, and the quality of professional training should be improved. 

The key success of world economies in supporting well-being is striking a 
balance between high-income and indigent populations. A focus should be 
placed not on "earning income based on access to high productivity", but rather on 
"improving productivity for all ensuring equal access to work or business 
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opportunities". This balance should be always realized through the state's social & 
economic development and regulatory function. 

Sustainable employment facilitates continuous well-being of people and 
optimizes the state's social burden. Creation of competitive value chains and 
improvement of education supports creation of sustainable jobs worldwide. With 
promotion of foreign investments and application of digital technologies, domestic 
production and services will be integrated in the global value chain, which will help 
create competitive and sustainable employment opportunities and ultimately improve 
people's well-being. 

As the great chronicle of Azerbaijan's success unfolds, an effective social 
and economic re-integration of the de-occupied lands is underway. Achieving 
this strategic objective requires gradual rebuild and development, creation of a state 
of-the-art social and business infrastructure widely using digital technologies, and 
sustainable settlement of the de-occupied lands following prioritization, considering 
efficiency requirements and best practices. All of this is being done through 
international cooperation based on best practices and approaches. Full capture of 
the economic potential of the de-occupied lands for the nation's well-being, in 
particular implementation of the regional transport projects via the Zangezur corridor 
unlock strong opportunities for continuous and sustainable development. Based on 
the rebuild progress so far, it is evident that these goals and objectives are well on 
track to be achieved. This is assured by a long-term vision, and availability of the 
requried resources and solutions. 

2. Azerbaijan - 2030: A strong state and a high well-being society 

2.1. The country's social & economic development model for the next decade 
The key outcomes of the existing social & economic development model are the 

restoration of Azerbaijan's territorial integrity, impovement of the country's 
international acclaim, reinforcement of the economic potential and a significant 
improvement of the people's social well-being. By further strengthening the country's 
social and political stability, this model has enabled sustainable growth, increasing 
the well-being and continuous stability. Diversification and export potential have been 
enabled for further development by efficiently utilizing oil revenues for social and 
economic purposes. Effective public governance has been instrumental to achieving 
these outcomes. 

The content and structure of the current social & economic model will be 
significantly updated in order to achieve the next strategic objective of becoming 'A 
strong state and a high well-being society'. The Azerbaijan 2030: National Priorities 
for Social and Economic Development that were approved in this context will be 
implemented based on the updated social & economic growth model focused on the 
best practice-based development ideas. This model would mobilize and use all of the 
country's resources and accomplishments to achieve the long-term strategic goals. 

The new social & economic development model rationalizes the fundamental 
reforms to be implemented in the country across the board by 2030. At the core of 
the rationale are creative entrepreneurs, productive investments, development of 
innovation-supporting intellectual property and competitive markets. 
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Implementation of this social & economic development model is expected to 
take place in two phases. In the first phase (2022-2026), enablers will be provided 
to successfully implement the social & economic development model by 2030. The 
second phase covering 2027-2030 will create a brand new national economy 
landscape as the enablers complement each other. 

2.2. 2022-2026 social & economic development vision 
In 2022-2026 the new social & economic development model will define 

the new level of quality for Azerbaijan's diversified development. The key 
objective of this phase is to reinstate high, sustainable, inclusive growth rates in order 
to achieve a stable living standard for each Azerbaijani citizen, primarily focusing on 
the quality rather than the scale of growth. 

The new growth model will rely on private initiatives, good quality and 
sound human capital during the strategic period. A competitive, open economy 
model focused on sustainable, inclusive development will be the key driver of the 
modernization strategy. 

Competitiveness will enable a stable growth of the national income per 
capita in the long run and an increase of people's living standard. 
Competitiveness of the economy will be increased by deepening productivity as a 
key enabler. Private high-performance investments, robust institutions, human capital 
with best practice capabilities, a healthy society, innovations and new technologies, 
as well as macroeconomic stability will contribute to increased productivity over the 
strategic period. 

As enterprise is the key driver of development, all of the government's 
efforts and resources will be focused on enabling a competitive and 
sustainable economic activity landscape. This model will create equal 
opportunities and possibilities for all. Only skills will be fundamental to success in all 
areas. 

The new development model will create a uniform economy - a best 
practice-based value chain covering the de-occupied lands as well. The national 
economy will become an integral part of the global value chain through in-depth 
diversification. 

Environment will be enabled for effective operations of businesses, 
households and individuals across markets, with necessary protections afforded 
to investments, private property and economic interests of proprietors, as well as the 
country's historic national values preserved and social & economic sectors rapidly 
modernized. 

Skills, capabilities and competencies of the Azerbaijani citizens, the 
model's key enabler, will be improved in order to enhance their livelihoods and 
instill healthy lifestyles. A knowledge-based society will be both the developer and 
the user of cutting-edge solutions and innovations. 

The economy will become more efficient through sustainable utilization of 
the country's natural endowments and environmental protection. The high level 
of development will also enable high financial and moral well-being with people 
benefiting more extensively from the sustainably growing national income. 
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The country has the necessary economic capacity and a state-of-the-art 
infrastructure to implement the new social & economic development model. 
During the planned period, the social & economic development model will build on 
the past accomplishments. An internationally acclaimed, strong leader, high public 
and civic unity in times of hardship, an open to innovations society that cherishes 
knowledge, as well as years of developing a strong economic potential will drive the 
new national social & economic model's success. 

The favorable demographic context, the high share of economically active youth 
in the total workforce and extensive deployment of new innovative methods by young 
people allow for gaining more effective outcomes. 

3. Description of the 2022-2026 Social and Economic Development Strategy 

3.1. Strategic framework for the sustainably growing competitive economy 
Economic diversification and increased non-oil exports will drive a 

continuous and high growth. High quality exports will facilitate the global value 
chain integration of the national economy. To this end, a more robust and competitive 
business climate will be facilitated, with the government extensively supporting 
enterprise development. SOE efficiency and accountability will be improved. 
Consequently, the national economy will grow on average 3-4% p.a., with non 
hydrocarbon GDP growing on average 5% p.a. The private sector's share in the 
economy will be increased to reach 88%. 

Rule of law and an effective judiciary reform will be provided to enable a 
robust and competitive business climate. These reforms will afford effective 
protections to business ownership and interests. Excessive regulation of businesses 
will be optimized. Adverse competition impacts of natural monopolies will be curtailed 
and competition will be strengthened across markets. Transparency and efficiency of 
public procurements will be improved. Tax and other fiscal incentives will be rolled 
out for investments. These reforms will help further improve the robustness of the 
business climate spurring confidence gains for the national economy and ultimately 
more domestic and foreign investments. 

Effectiveness, targeting and transparency of the government's enterprise 
support mechanisms will be improved. Best practice experiences will inform the 
improvement of support mechanisms for business startups and incubators, export 
oriented manufacturing and service business initiatives. Consequently, new financing 
mechanisms will be made available to individuals aspiring to start a business or 
expand an existing business, in particular small and medium businesses. In this 
context, 20-30% of the enterprise support funding is expected to go to micro, 35-45% 
to small and 25-35% to medium enterprises. 

SOE efficiency, governance and transparency will be improved. 
Performance, financial sustainability and competitiveness of Azerbaijan Investment 
Holding's portfolio SOEs will be improved. The state's direct participation in the 
economy will be optimized, with steps taken to gradually privatize state-owned 
assets, except strategic industries, which would reduce the public funding needs and 
risks. Furthermore, performance of enterprises not considered appropriate for 
privatization for a certain period of time will be improved through commercialization 
or operatorship arrangements. 
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Foreign direct investments (FOi) to the non-hydrocarbon sector will be 
promoted with state-owned assets handed over to private ownership. Financing 
will be facilitated through privatization of state-owned enterprises (except strategic 
industries) and public-private partnership arrangements. Public investments will 
become more effective and will develop a greater capacity to promote private 
investment. New mechanisms will be developed and direct investor dialogue 
mechanisms will be deployed to stimulate FDls to priority sectors. The use of the 
financing capacity of international development institutions, in particular those 
specialized in private sector finance, will be improved increasing non-hydrocarbon 
FDls by 10-15% p.a. 

A legal framework will be developed to facilitate digital with government 
regulatory oversight provided. Schemes will be deployed to incentivize digital; in 
this context, internet, high-speed mobile internet (incl. 5G), and in particular 
broadband internet coverage will be increased to 95%. 

Technology deployments in agriculture, manufacturing and service 
industries will increase productivity and employment. Government-provided 
incentives will support a sustainable global value chain integration of these 
industries. The government will be actively involved in the development of an 
infrastructure supporting agriculture, manufacturing and service industries; a diverse 
set of industrial estates and sites, tourism and recreation zones will be developed, 
with exports promoted. Consequently, agriculture will grow on average 4% p.a. 
during 2022-2026. The transport sector will have an annual average growth rate over 
5%. The country's cargo transit revenues will increase by up to 2x from AZN227 min 
in 2019 to AZN450 min. Non-hydracrbons will grow on average 8,3% p.a., while 
industrial estates will account for 15% of manufacturing output and 25% of total non 
hydrocarbon exports. ICT will grow on average 10%+ p.a., construction around 3% 
p.a. By 2026, value addition of the hospitality industry will increase 1,5x compared to 
2019. 

Macroeconomic stability and sustainability will be provided with stability 
strengthened across the financial sector in order to facilitate sustainable 
growth. Strengthening macroeconomic and financial stability is important for growth 
continuity. The country's macroeconomic sustainability reliant on large strategic 
reserves will improve the national economy's resilience to external shocks. The 
regulatory framework will be refined for fiscal stability with annual inflation anchored 
in the 4±2% range and non-oil primary balance downscaled to 17,5% by 2026; in this 
context, a sustainable level of SOFAZ assets will be maintained. Domestic borrowing 
will be used to cover the financing needs during the coming years translating to debt 
stock to GDP ratio maintained at 20%, with external public debt to GDP ratio locked 
at 10% by end-2026. 

The role of all financial sector segments in the economy will be increased. 
The banking sector's financing input to the economy will be increased, with financial 
inclusion, accessibility of financial services and access to finance for households and 
businesses alike improved. Investor and creditor risk insurance schemes will be 
improved for PPP arrangements with the coverage of the business loan guarantee 
mechanism expanded. Investment and ICT literacy of households and businesses 
will be improved as financial services are digitized. Development of a long-term 
investor pool network will be incentivized, and the insurance and corporate securities 
market deepened in order to enhance the financial sector's role in securing a 
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sustainable growth. The coverage of competitive, innovative and accessible payment 
landscape as well as utilization of cashless payment tools will be expanded across 
the country. Furthermore, competition for social payments among banks will be 
strengthened, and consumer eligibility will be introduced for pension and allowance 
banking. In this context, financial depth indicators will be continually improved, as 
national payment system transactions of economic operators increase by 25% with 
cashless transactions increased to 55% of total card-based transactions. 

Exports will be diversified and non-oil exports will be expanded. The 
regulatory framework for governance and institutional mechanisms will be improved 
in order to facilitate exports. High-quality domestic production of export-oriented 
goods and e-exports will be developed; government support to non-hydrocarbon 
export promotion will be enhanced with non-hydrocarbon increasing to 85% by 2026 
from 2021 levels. 

3.2. Strategic framework for a dynamic, inclusive and equitable society 
Wages will be increased and a decent quality of life for all will be 

provided. Minimum wages will be increased in order to provide a decent quality of 
life for wage earners. An acceptable net minimum wage to net monthly average wage 
ratio will be maintained. 

New private sector jobs will be created and employment will be increased. 
Job generating enterprise will be incentivized. Effective employment and decent labor 
will be achieved for different groups, informality countering and oversight will be 
strengthened by enabling development of SMEs and self-employment, in particular in 
rural areas, leading to an increase of public sector employment from 77 ,6% in 2021 
to 80%. As a result of measures to gradually reduce informality, the public sector will 
account for 50% (against 46,9% in 2021) of wage earners (salaried personnel). 

An equitable and comprehensive social safety net will be formed for all 
people. Access to effective savings for pensioners, basic needs coverage for low 
income households and social assistance for disabled persons will be improved. The 
pension system will become more sustainable and the social insurance rollout will be 
expanded. An equality-of-access-for-all social safety net will be developed. Minimum 
pension will be maintained at 75-80% of the minimum wage. 

Women's access to economic opportunities will be improved. Women's 
economic activity will be enhanced with active promotion of women's participation in 
high-paying industries. Career guidance and counselling, and other active 
employment measures will be expanded to facilitate women's success. The ratio of 
women's monthly average wage to that of their male counterparts will be increased 
from 65,8% in 2021 to 80%. 

Urban vs. rural living standard disparities will be reduced. Economic and 
natural capacities of rural areas will be efficiently utilized, with investments promoted 
and government support provided to regional development mechanisms in line with 
new challenges. Consequently, the share of rural areas in total output will be 
increased from 35% to 42%. 
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3.3. Strategic framework for competitive human capital and modern 
innovations space 

Pre-school education coverage will be increased. Pre-school education 
performance will be improved across the country, with pre-school contents updated, 
faculty and administration personnel upskilled, and a pre-school education quality 
assurance scheme developed. Consequently, the share of pre-schoolers aged 1 to 5 
will rise to 50%. 

A competency-based secondary school content will be implemented 
across the country and the international education rankings will be further 
improved. Faculty and administration personnel will be upskilled. A performance 
based governance and funding system will be formed for secondary education; the 
coverage of specialized and inclusive training will be expanded, with the 
infrastructure upgraded. 

Coverage and quality of vocational education will be improved. Demand 
matching will be implemented in vocational education with close industry linkages. 
VET funding and governance will be improved, with faculty and administration 
personnel upskilled. Consequently, VET enrollments will increase by an additional 11 
thousand students. 

Higher education will be accessible to all children regardless of 
household income levels. Higher education content will match the skill demand of 
the labor market; the quality and international competitiveness of higher education 
will be improved, competitive funding and governance arrangements will be 
developed. Consequently, higher education enrollments will increase by an additional 
20 thousand students. 

Research activities will be expanded across different branches of science. 
Creative youths with a modern mindset will be incentivized to go into research from 
an early age. A competitive and targeted funding mechanism will be developed for 
research activities. The number of papers pubished in internationally impactful 
magazines will be increased by 40%. 

A lifelong learning mechanism will be developed for continuous 
education. This mechanism will allow for demand-matched upskilling and 
development of required capabilities. Consequently, the number of innovative 
upskilling programs and graduates will increase significantly each year. 

Digital skills will be trained across all education levels. Awareness 
campaigns will be launched to develop global data usage skills. An ICT-based 
infrastructure will be developed in education facilities. Consequently, ICT applications 
in the training process and governance will be expanded. 

Commercialization of research and technical design activities (TOA) will 
be supported. To this end, research will be funded and TDA infrastructure will be 
developed. As commercialization of technologies is an innovative development 
priority today, research findings translate to output, and the existing research 
constraints will be identified and addressed. Consequently, market entry for 
innovations will be facilitiated while TDA spend will reach 0, 1 % of GDP. 

The domestic production potential will be strengthened for import 
substitution and production localization. Innovations will be stimulated in private 
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and public sectors, with private investments to ICT infrastructure projects promoted. 
Consequently, in-country research spending by cross-border corporations will be 
increased. 

Quality and accessibility of innovative and digital skills training will be 
improved. A digital academy will be created for training and re-training management 
professionals. ICT cooperation linkages will be formed with internationally acclaimed 
technical universities. People will be trained in digital skills that are considered 
important. Consequently, the number of higher, specialized secondary and vocational 
school graduates majoring in technical, technological and innovative areas will 
increase by the year. 

Funding mechanisms will be formed for all development stages of 
startups. A system of targeted fiscal incentives will be designed for startups and 
investors. An adequately sized talent pool will be developed. Consequently, the 
number of startups will increase by the year. 

The Absheron Valley innovations cluster will be created. An innovation 
agenda will be formed and promoted by the government. Innovations will be 
implemented in priority sectors. Consequently, the number of individuals and legal 
entities operating under the Absheron Valley program will increase by the year. 

An accessible, high-quality and state-of-the-art healthcare system will be 
made available to all regardless of age, social status and location. State-of-the 
art healthcare will be developed in urban and rural areas. Athletics at scale will be 
promoted. New recreation and athletic activity areas and parks will be launched. 
Consequently, life expectancy at birth will go up from 73,2 to 75,2 years. GDP share 
of healthcare services will be increased from 2% to 4,3%. 

3.4. Strategic framework for the Great Return to de-occupied lands 
To achieve the Great Return goals, sustainable settlement will be 

provided. Sustainable settlement will be supported by developing the pre-requisite 
conditions in the de-occupied lands as planned. A complete security system and 
infrastructure coverage will be provided for the liberated lands. Residential and non 
residential complexes will be built considering best practice urban planning, and 
state-of-the-art "smart city and smart village" concepts will be implemented. In this 
context, the entire region will have a best practice social & economic and cultural 
infrastructure. Utilities, especially an effective waste management system will be put 
in place. The social safety net will be restored. Consequently, the first phase will see 
a safe, decent and sustainable settlement as planned. 

De-occupied lands will be re-integrated with the country's economy. Rapid 
economic activity boost and enabling business climate will help build the region's 
economy. With technology-intensive investments promoted, the region will see an 
export-oriented value chain and sustainable jobs created. Circular economy-based 
"smart" business models will be developed in the region. Value chain specializations 
will be promoted for economic activity based on fossil and mineral feedstock 
availability. Mining resources will be explored and operated through public-private 
partnership arrangements. Competitive, advanced agricultural production and 
processing will be developed. Garabagh will be a travel destination that is attractive 
for the travel industry and offers affordable, unique, high-quality and competitive 
travel services for tourists. Initially, in parallel to the rebuild and development 
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process, private initiatives will be supported to develop economic zones as trade 
logistics-service centers, industrial estates and sites equipped with state-of-the-art 
production facilities. Rapid recovery and sustainable development of the economy, in 
particular competitive manufacturing and processing operations will be supported 
with a state-of-the-art infrastructure; wide-ranging incentives will be afforded to 
businesses in priority sectors, with tax and customs exemptions and soft lending 
facilities extensively deployed, and a credit and investment insurance scheme 
developed. The "green energy zone" concept will be implemented through broader 
use of environment-friendly and cost-effective renewables. Consequently, the share 
of de-occupied lands in total output, exports and employments will continually grow. 

This Priority will be implemented under the State Program for the 'Great Return 
to Azerbaijan's De-Occupied Lands'. 

3.5. Strategic framework for clean environment and "green growth country" 

Natural resources will be used in a sustainable and viable fashion. 
Environment-friendly industrialization will be promoted with an effective waste 
management system developed to this end. The weather surveillance and 
environmental monitoring system will be upgraded. Biodiversity preservation, water 
bio-resource enhancement and aquaculture development will be provided, with 
forested areas and vegetation preservation enhanced. Consequently, country-wide 
vegetation area will be increased from 12% to 12,3%. Unusable lands will be 
decreased from 25% to 15%. Drinking water supply will increase from 70% to 85%, 
while irrigation water supply increases from 80% to 90%. Waste re-cycling coverage 
will be 20% (10% for rural areas). Protected natural areas (preserves) will have a 
share of 10,5% of the country's total lands. 65% of the forested areas will be 
inventoried. 30% of lands will be agrochemically analyzed. 

Energy regulations will be improved and liberal market principles will be 
implemented. RES deployment will be expanded, with energy efficiency measures 
rolled out. Environment-friendly vehicles and other green technologies will be widely 
deployed to support climate action. Consequently, the government's financial burden 
in the energy sector will be reduced as subsidies are phased out. Share of RES in 
total installed capacity will be increased to 24% by 2026 (in line with the 30% target 
for 2030). 

4. Key performance indicators for 2022-2026 

The 2022-2026 Social and Economic Development Strategy will be monitored 
based on key performance indicators set for each strategic goal. 

Key performance indicators for strategic goals 

National Goals l Targets (KPls) 2021 2026 
Priorities 

GDP growth 5,6% 1,2x 
(2021=100} 

Sustainably 
growing Continuous and Non-hydrocarbon GDP growth 7,2% 1,3x 

competitive high growth (2021=100} 

economy I 
J USD2,7 bin Non-hydrocarbon exports growth I 1.8x 

(2021=100} 
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Dynamic, 
inclusive and 
equitable 
society 

Resilience to 
internal and 
external shocks 

------ 
Total non-hydrocarbon FDls USD790,4 

min 
Drinking water supply coverage 

Irrigation water supply coverage of 
farmland 

Competitive 
human 
capital and 
modem 
innovations 
space 

Every citizen 
benefiting from 

, df:l'lff:l1Qp111E:lllt 

Balanced 
development of 
capital city and 

, rural areas 

Annual inflation rate, % 

Targeted medium-term non-oil 
primary balance ceiling 

Targeted medium-term debt stock 
to GDP ratio ceiling (with January 
1, 2022 baseline of external debt 
of 14,9% and internal debt of 
3,3%) 

Ratio of women's monthly average 
wages to men's monthly average 
'~agf:ls; 

Share of rural areas in total output 

70% 

80% 
12°/~ 

23,5% 

+10-15% p.a. 

85% 

90% 
4±2% 

17,5% 

'PISA score 

18,2% 20,0% 

........... ~§.~% 80% 

35% 42% 
(2020) 

·······--·········--······'"·"'"'"'"··· 

402 points 422 points 
(2018) (2028) 

0 3 

10,1% 15,0% 
(2020) 

73,2 years 75,2 years 
J29?9). 

21st century 
education Number of Azerbaijani universities 

_____ .. inJ9p!3QQ .. . -- .. 
c f d Share of added value of high and 
. rea 1~~ an . ty medium high technology industry 
mnova we socie in total added value 

Healthy lifestyle I Life expectancy at birth 
·······--- 

Sustainable 
settlement I ------···-- 

The Great 
Return to de 
occupied 
lands 

Economic re 
integration 

Settlement of de-occupied lands 

Increased share of de-occupied 
lands in the national economy 

High-quality 
environment 

Share of vegetation in total lands 

Share of unusable lands 

12% 

Clean 
environment 
and "green 
growth" 

. (:()IJr:itiy . 

"Green energy" 
space 

RES share in total installed 
capacity 

Planned initial 
settlement 

···-----······----·-- 
Ongoing 

increase of the 
region's share 
in the country's 
key economic 
performance 

metrics 
.. . 12,3% 

{additional 30 . 
thousand hj 

25% 15% _ I 

- . 17,3% ____ _1_ _ 
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5. SDG linkages of the social and economic development targets 
The 2022-2026 Social and Economic Development Strategy is closely mapped 

to UN's 17 Sustainable Development Goals. Achieving the "Powertful state and a 
high well-being society" goal will also achieve the Sustainable Development Goals. 

Social & Economic Development Strategy / SDG Mapping* 
Sustainably Dynamic, inclusive Competitive The Great Clean growing and equitable society human capital Return to environment competitive and modern de-occupied and "green economy innovations lands growth" 

seace count~" "C -~ .,_ 1/) 

'E 'E Cl co G) 0 co C G) C .c C 
.E .•.• ·g ·g -!!? 0 i G) 0 G) G) 

co 
(J 

Cl &;:c 5i co •• E •• E co 
:c -1/) 1/) 1/) B co G) a. ~ 

111-11: G) G) E- > C a. "C Eg CE G) G) a. ~ ::, 0 ~ 0 Cl e 1/) -> 
ai $ 

C .C $.c G) a. .0 ·- ..Q 2 "C 2~ 1/) ·;; >, .0 0 co 1/) G) 
~ > C 

A strong state and a high co l .5 1/) 
'3-§ G) "C ·- G) G) C e> ~ e oiii Cai > C ~ "C ·- "C -~ G) 

G) 
well-being society G) > C-c G) co ::, C U >. G) ~ C 

g Cl -E N G> G) ·- "C ~ co 0 .s (J ;E"O 'E 1/) :c G) 
G) G) -c c G) iii .E iii 

C gx u E "C ·- G) co C 'E C 0 G) (J (J > G) C 0 ::, G) 
~ G) ~o ca •• u_ 

~ .c Jg C c- 
I!? 8 G) .t:: .c (J C CO iii 

0 ..c: cu~ I!? "iii > o,$ - a. .•... 
1/) (J Cl ,Cl I!? G) ·- 0 co co N (J ::, G) :c 

.c •.. .0 (J 1/) a. Goal 1: No poverty • • • • • • i- ·~-·~· Goal 2: Zero hunger • • • • • • Goal 3: Good health and 
well-being 

• • Goal 4: Quality education • • • • • Goal 5: Gender equality 
• • • • Goal 6: Clean water and 

sanitation • • • Goal 7: Affordable and 
clean energy • • Goal 8: Decent work and 
economic growth • • • • • • Goal 9: Industry, innovation 
and infrastructure • • • • Goal 10: Reduced 
inequalities • • • • • Goal 11 : Sustainable cities 
and communities • • • • • • Goal 12: Responsible 
consumption and • • • • • production 
Goal 13: Climate action 

• • • Goal 14: Life below water 

• Goal 15: Life on land 

• • Goal 16: Peace, justice ' and strong institutions • • • 
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Goal 17: Partneship for the 
goals • • • • • • • 
* Note: Maps the Strategy activities with Azerbaijan's endorsed SDG priorities. 

6. Monitoring and evaluation framework 

6.1. Implementation arrangements 

A number of interrelated action programs will be implemented in order to 
achieve the new social & economic development objectives for 2022-2026. The 
progress of the 2022-2026 Social & Economic Development Strategy and the 
associated action programs will be monitored and measured against the targets sets. 
Findings will be reported and any interventions required for any program or activities 
will be communicated. The program monitoring process will involve local and foreign 
outsourced expertise as well. 

Implementation of the National Priorities for Social and Economic Development 

Azerbaijan - 2030: National Priorities for 
Economic Development 

2022-2026 Social & Economic Development Strategy 

Sectoral action 
program 1 

Sectoral action 
program 2 

Sectoral action 
program 3 

6.2. Monitoring and evaluation of targets 

Sets of results, outputs and outcomes are defined as metrics to track activities 
under the 2022-2026 Social & Economic Development Strategy. Delivery 
(implementation status) of different activities will be measured against these targets. 
The baseline year is 2021. Results cover each year throughout the implementation 
period, outputs are annual metrics covering 2023, 2024 and 2025, while outcomes 
cover 2026. Results will be measured in a structured way, achievement, 
effectiveness, and consistency and durability of outcomes will be determined. This 
would allow for evaluating the implementation status of the 2022-2026 Social & 
Economic Development Strategy on an annual basis. The M&E activities will be 
guided by the Design, Implementation, Monitoring and Evaluation Protocol for State 
Programs as approved by the March 6, 2021 Presidential Decree (No.1294 ). 

7. Implementation plan 

An implementation plan has been developed that aims to unlock the enablers 
through delivery of a broad set of activities during the initial strategic period. 
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