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Abstract: In modern times, international economic relations with international 

organizations play an important role in the development of the country's economy. 
Cooperation with international financial institutions has become one of the main 
principles of economic policy of almost all countries. Azerbaijan cooperates with a 
number of international organizations and cooperates with international financial 
institutions. The article highlights the key features of Azerbaijan's membership in the 
World Bank, its cooperation with this organization in modern conditions, the 
analysis of investments made by this organization and the prospects for maximizing 
the use of these institutions for the benefit of our country. 
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INTRODUCTION 
The World Bank has been operating in Azerbaijan since 1992. A lot has been 

done in Azerbaijan since the beginning of the year: the oil fund management reform 
program has been done, the farms have been privatized and distributed to the 
peasants, important infrastructure facilities have been restored, assistance to the 
settlement and rehabilitation of IDPs, improved educational support. The World 
Bank has been operating in Azerbaijan since 1992. A lot has been done in Azerbaijan 
since the beginning of the year: the oil fund management reform program has been 
done, the farms have been privatized and distributed to the peasants, important 
infrastructure facilities have been restored, assistance to the settlement and 
rehabilitation of IDPs, improved educational support. 
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MATERIALS AND METHODS 
The methodological and theoretical basis of the research is scientific works on 

cooperation of Azerbaijan with World Bank, on the problems of investment. The 
validity of the obtained results is confirmed by the use of various generally accepted 
and specific methods: theoretical generalization, abstraction, analysis, comparison 
and systematization, a systematic approach. 

 
RESULTS 

The World Bank opened its first loan to Azerbaijan on April 20, 1995 to finance 
the oil sector technical assistance project. 20.8 million. The US dollar loan would be 
provided by the IDA, one of the key institutions of the World Bank. The loan was 
intended to provide advisory services to encourage foreign private investment in the 
oil sector and to address the current problems in Azerbaijan's oil industry. 

The oil sector of Azerbaijan is developing according to the schedule, supported 
by investments of $8 billion over the period of 2002-2005. The first phase of the 
ACG Phase 1 development and production project was produced in February 2005, 
and currently the daily oil production in the project is 136,000 barrels of crude oil. 
Various factors have affected the BTC pipeline, which has been delayed for more 
than a year, due to the extremely complex construction process. BTC began shipping 
crude oil through the pipeline in May 2005. Oil reached Jeyhan in May 2006. 

The Bank Group has played a leading role in helping realize the potential of the 
oil sector, not only in obtaining funding for the oil field project and the construction 
of the BTC pipeline, but also playing a key role in ensuring the highest social, 
environmental and safety standards. The International Finance Corporation (IFC) 
has supported the second phase of the development of the ACG phase 1 oil field in 
Azerbaijan and the BTC pipeline in FY 2004, with US $ 61.43 million in loans and 
US $ 31 million through joint financing. The IFC has played a key role in facilitating 
the meetings of many partners in the country, inviting local people, NGOs and other 
parties to raise concerns about the BTC route. In Azerbaijan, a number of 
independent organizations, including NGOs and IFC environmental and social 
workers, are regularly monitoring the project. During the construction of the BTC 
pipeline, IFC employees participated in environmental (four times a year) and social 
missions (twice a year). The IFC also maintains regular contact with the design 
consultants acting on behalf of the group of creditors with the Caspian Development 
Advisory Board, which advises BP on its activities in the region. As discussed in the 
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first direction, with the focus of the Oil Fund, budget systems, OMCP and DIP, the 
IDA has played an important role in establishing the necessary structures for 
transparency in the use and monitoring of revenues in Azerbaijan. These institutional 
reforms have played a special role in creating a governance framework that will 
allow long-term and large-scale funding for international oil companies and banks. 

In February 2004, the EBRD provided $ 125 million in financial support for the 
construction of a $ 3.6 billion BTC pipeline. BTC is the largest pipeline to export 
Caspian oil to European markets. This pipeline extends 1760 km from Georgia to 
the Mediterranean coast of Turkey. in length. Completed in early 2005, the pipeline 
has a capacity of 1 million barrels of crude oil daily. This new energy corridor, which 
runs through the Caucasus region, is operated by a joint consortium of 11 countries 
and international oil companies, led by BP. 

The IBRD is also providing $ 300 million to our government to successfully 
complete the Shah Deniz project. 

The IBRD has provided $ 100 million in funding to five members of the 
Azerbaijan International Oil Consortium and $ 45 million for PS Mishovdag-
Kalamattin, which is affiliated with the Karasu Development Company / Kura 
Valley Holding. The Bank also provided financial support for the development of 
ACG and the construction of the Baku-Tbilisi Ceyhan oil pipeline. In 2004, the Bank 
undertook financing of two projects in the gas sector: Construction of the South 
Caucasus pipeline for gas compression and export of gas to the Turkish market. 

On August 22, 1995, $ 65 million was allocated for the rehabilitation program 
to support Azerbaijan's economic reform program and economic reforms. US $ - 
Credit Rehabilitation. 

The purpose of the Rehabilitation Loan is to support the Government's vision 
for structural reforms and the development of macroeconomic reforms in 
Azerbaijan. Structural reforms include privatization, full-fledged management and 
enterprise restructuring, private sector development, competitive and antimonopoly 
policies, and banking sector reform. Changes in the areas mentioned will 
complement the developments in the social security system. 

The government's privatization program recognizes the need for the 
privatization of most enterprises. While the Government of Azerbaijan, in close 
cooperation with the World Bank, adopted the state privatization program for 1995-
1998, the work was completed. About two-thirds of state-owned enterprises in the 
agricultural sector were privatized in the first part of privatization. But the biggest 
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mistake is that the state does not provide any assistance in the form of loans, tax 
deductions or export subsidies to increase the profitability and development of the 
privatized enterprises. This is also the reason why the main goal of privatization is 
to achieve the goals of reviving the economy, increasing production and reducing 
unemployment. 

In addition to privatization, the government is implementing a wide range of 
programs to make radical changes in state-owned enterprises. The following 
activities are being carried out within the framework of this program: 

 Increase the state banks' creditworthiness and prevent the loss-making state 
enterprises from obtaining loans from these banks; 

 Enforce bankruptcy rules and accelerate the development of corporate debt 
repayment rules; 

 Development of joint venture management. 
Private sector development is an integral part of the government's economic 

transformation strategy. The decision to establish a new banking system in 
Azerbaijan was drafted in 1992. Then the number of private jars began to increase 
rapidly due to some demand. Currently, there are about 50 banks in Azerbaijan. 
Since 1999, the Government of Azerbaijan plans to privatize all other banks except 
the Central Bank. 

Transparency of markets is one of the key factors for enterprise reform and 
private sector development. Government activities in this area are divided into two 
parts: 

1. Development of competition. As public procurement companies are 
privatized and accelerating agricultural reforms, efforts will be made to create a 
competitive environment among the sector's enterprises. 

2. Prevention of monopoly development. Some measures will be taken to gain 
antimonopoly laws' operating space. The Rehabilitation Credit is provided in foreign 
currency to help finance the imports that the economy needs. This loan is for 35 
years and has no interest. The loan was fully spent until December 1996. 

Loans provided by international financial institutions have contributed to the 
structural changes in the country and the implementation of important economic 
measures. In 1995 alone, the World Bank provided $ 65 million to Azerbaijan for a 
rehabilitation project. In 1997, the bank financed six major projects worth $ 195 
million in the country. An agreement has been reached with international financial 
institutions to open $ 700 million credit channels to Azerbaijan since 1997. However, 
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this does not mean that after the implementation of this program in the Republic, 
targeted social assistance will be refused. There are families who need help every 
month. There are young children in the family, the head of the family is missing, or 
the family is disabled. Naturally, targeted families will continue to receive targeted 
social assistance. But at the same time, mechanisms need to be put in place to ensure 
that these benefits do not lead to additional elements of corruption. If there are 
elements of corruption in the provision of lump sum aid, this will reduce the 
effectiveness of the program. Therefore, mechanisms to provide assistance to low-
income families should be developed first. Targeted social assistance has also been 
described as one of the most serious programs in World Bank reports. In this case, 
positive results can be achieved if control is strengthened and assistance mechanisms 
are improved. There are already cases in the world practice of one-time state support 
to low-income families. There are even countries where the state provides one-time 
aid to all citizens of the country from oil money. In this sense, providing one-time 
assistance to poor families is a positive step at first sight. However, mechanisms 
should be worked out so that these donations do not lead to additional elements of 
corruption. 

In any case, given the fact that all the actions and projects that are to be done 
and implemented have the same purpose, it is encouraging that there is no basis for 
concern. As for the purpose, the purpose is very clear. The main objective is to 
improve the living conditions of low-income families and to make the country 
economically viable. 

With regard to structural changes, the state has begun to implement a 
fundamental reform program. The country's leadership initiative was also supported 
by international financial institutions, including the World Bank, which provided $ 
65 million in concessional loans to assist the structural reforms program in 1995. 

In 1995, a $ 18 million technical assistance project for institutional development 
and a $ 61 million Baku Water Supply Improvement Loan were approved to assist 
strengthening government agencies responsible for developing and implementing 
economic reform programs. The water supply project was designed to improve the 
efficiency of Baku's water supply system in order to eliminate the risk of 
deteriorating public health, as well as to assist in the long-term reconstruction and 
development of municipal water supply systems. 

In July 1995, $ 18 million was allocated under the Technical Assistance for 
Structural Changes project to support the aforementioned structural reforms in 
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Azerbaijan. The third loan in the amount of $ 3 million was issued. The main topics 
of this project are: 

 To assist the government in the short term to develop and implement 
reforms to transition to a market economy system; 

 To guarantee that the reforms in Azerbaijan will have the potential to 
develop in the medium term. 

IFC, together with the Swiss Government Trust Fund, organized the 
International Investment Conference in Baku in 2003. The IFC, together with the 
Dutch Government Trust Fund, aims to enhance the capacity of the oil and gas 
industry in Azerbaijan by facilitating the establishment of the Baku Stock Exchange 
and the State Securities Committee, improving leasing and access to corporate 
governance finance, and lending local business development services. and 
implements technical assistance projects in the areas of SME coordination. 

The Bank's support included structured credit and AMFs through intensive 
policy dialogue with infrastructure investments, social sector and rural development 
investments. Given the availability of key oil and gas revenues, the Bank's overall 
strategy is to provide high-quality technical expertise and know-how for enhancing 
governance, identifying and prioritizing policy reforms, disseminating international 
development experience, and developing and implementing public investment 
projects. has been made. 

More than forty projects totaling more than $ 3 billion have been implemented 
since 1995. By January 1, 2011: Approximately $ 3 billion 500 million was allocated 
for a total of 50 projects. 30 projects have already been implemented. Some of these 
projects have also been aimed at structural reforms. As a whole, Azerbaijan has been 
developing a link with the World Bank. Azerbaijan's capital is $ 3.5 million one of 
the biggest problems of the city, Baku, is its poor water supply system. The reasons 
for this problem are the failure of the policy and evaluation system in the sector, the 
lack of resources, the lack of technical equipment, and the inability to perform the 
reconstruction of water pipelines and equipment for water transport. For many years, 
the agricultural sector has not been at the forefront in the distribution of water 
resources. Therefore, there were some problems with the distribution of water to the 
sectors. 

Significant investments are required to restore and improve water and sanitation 
systems throughout Azerbaijan, not only in Baku, but also in secondary cities. 
Second-tier cities selected as part of the National Water Supply and Sanitation Route 
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Project will finance the production and distribution of water and the repair and 
rehabilitation of sewage systems. Through a sector-wide approach, they will support 
Azersu and its affiliates at the secondary level of the city to improve their potential, 
organizational and business efficiency, commercial and financial sustainability. The 
proposed series of projects can, at a later stage, extend its scope from water and 
sanitation to other areas of urban regeneration. 

Recently, this problem has become even worse due to the deterioration of the 
water supply system. There were some restrictions on the sector's water distribution 
system. Some families were able to use the water line for only 6 hours a day. Poor 
quality of water has led to the spread of infectious diseases among urban residents. 
World Bank allocates $ 61 million to improve water supply in Baku US dollars. The 
loan will be used to modernize the water supply system in Baku and improve its 
efficiency. The main purpose of the loan is: a) reconstruction of Baku water supply 
system; b) Assist the Government in the construction of new water systems that will 
be used for longer periods. 

The social impacts and results of the project were carefully analyzed in order to 
measure how the project will impact the population of Baku during the project 
development, to facilitate dialogue and communication between the Baku Water 
Supply Department and water users. During the analysis, water supply was carried 
out based on the current state of water supply of enterprises and population, held 
informal meetings with deputies, cooperation with media representatives and 
international private organizations. As a result of the analysis, there are some, but 
very serious, problems with water supply and water quality for most of the 
population and most businesses. In addition, the analysis revealed that the main 
causes of water supply failures were the loss of water due to pipe leakage, unlawful 
connections to the water line, and insufficient water supply and pressure. According 
to the analysis, 40-50% of the water bills remain unpaid, but the costs of ready, 
purified water that families receive from other sources are 17 times higher than the 
monthly cost of the state water pipeline. 

 
DISCUSSION AND CONCLUSIONS 

The project, implemented in June 1995, had 3 main objectives: 
a) Needs Orientation ($ 6.7 million) - About 15,000 water meters will be 

installed in the right places for more efficient use of water, and the water use fee 
system will be re-established. 
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b) Material and technical base needs ($ 28.7 million) - Trucks, hoisting cranes, 
buses and construction technology will be used to carry out the necessary work to 
modernize the water supply system, and the workshops will be restored. 

c) Water Supply Modification ($ 39.5 million) - Major repairs of water 
treatment facilities in the Jeyranbatan Lake and Kura River, with 13 major water 
pumping stations and 251 water pumping stations, will be provided with new electric 
transformers, pumps and water pipes. Water points at each water source, and water 
meters at the main transmission lines would be essentially changed. 

The government has made the provision of reliable water and sanitation services 
a priority for the country. The World Bank and the Government support this priority. 
The purpose of the World Bank-supported projects is to increase the number of people 
using better water and sanitation from 100,000 to 1,000,000 by the end of the CPS 
period. The second objective is to increase the reliability of the water supply to the 
population. The main means for achieving these results will be National Water Supply 
Projects 1 and 2. Depending on the implementation status of these projects, the Bank 
may also consider the next Water Supply Project. IFC may consider expanding its 
advisory services or investment support if it has the potential to be involved in the 
private sector, but there is currently no consensus. In October 1995, the IDB signed a 
$ 23 million loan agreement to rehabilitate 2.5 million residents in Baku. This 
investment program has three goals: meeting water demand; strengthening of 
protection of devices; strengthening of water supply and production. 

The major part of this project was the transformation of Baku City into the 
Absheron Regional Water Company under the name of a joint stock company as a 
result of the corporatization of the state water system. It has partnered with Western 
companies to develop operations to better serve financial and water consumers. At 
the same time, the tariffs remain in line with the possibilities. The total project cost 
was US $ 95 million and was implemented with the support of the Government of 
Azerbaijan and the World Bank. 

The Greater Baku Water Supply Rehabilitation Project was implemented in 
1996-2001 and was implemented by Azersu OJSC. The amount of the loan involved 
in the project is US $ 65.99 million. US dollars and additional funds were provided 
by the Swiss State Secretariat for Economic Affairs. The objectives of the project 
are: to improve the water supply system in a short period of time and to restore the 
water supply to Baku, mainly the poor; improvement of the water supply system in 
general; lay the foundation for long-term planning and restoration. 
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The Bank has issued $ 12.92 million for the purpose of eliminating the damage 
caused to the water supply facilities as a result of the 2000 earthquake in Baku. 
Additional funds in the amount of USD. 

Currently, the World Bank's water specialists are developing a “Grand Baku 
General Plan”. The plan will address the problem of inefficient water distribution in 
Baku, including the analysis of existing water lines and the creation of a new 
hydraulic model. 

World Bank to allocate $ 80 million for development of water user associations 
in Azerbaijan on April 27, 2011 Approved loan allocation for US $ The loan is $ 
76.8 million. International Development Association, $ 3.2 million. dollars will be 
allocated by the International Bank for Reconstruction and Development. The total 
cost of the project is $ 114.3 million. The remaining $ 34.3 million. US dollars are 
part of the government of Azerbaijan. The main objective of the project is to improve 
the management of irrigation systems in the country. The project will cover nearly 
900,000 hectares of land with 379 water user associations in Azerbaijan and 760,000 
small farms. In addition to various training, the project envisages reconstruction of 
drainage and irrigation canals with a length of 3,000 km. Since 1992, the World Bank 
has provided approximately $ 2.9 billion to 43 projects in Azerbaijan. dollars. 

The National Water Supply and Sewerage Project, funded by the Government 
of Azerbaijan and the World Bank, continues to provide reliable and sustainable 
water supply and sewerage services in 14 cities and regions of the country. Water 
supply and sewerage systems will be established in Bilasuvar, Gabala, Shamakhi, 
Saatli, Hajigabul, Gazakh, Guba, Gakh, Mingachevir, Sabirabad, Samukh, Shamkir, 
Tartar regions and Khirdalan. 

At the same time, to ensure harmonious functioning of the water supply and 
sewerage system, appropriate repair and restoration works were carried out, 
operative measures were taken to eliminate water and sewer accidents and other 
measures. 
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