AZERBAIJAN  
Corruption Perceptions Index 2003 score: 1.8 (124th out of 133 countries) 
Bribe Payers Index 2002 score: not surveyed 
  
Conventions: needs work 
Council of Europe Criminal Law Convention on Corruption (signed May 2003; not yet ratified) 
Council of Europe Civil Law Convention on Corruption (signed May 2003; not yet ratified) 
UN Convention against Transnational Organized Crime (signed December 2000; not yet ratified) 
  
Legal and institutional changes: 
    A few amendments to the constitution that were adopted by referendum in August 2002 may contribute to an increase in political corruption. One allows ordinary courts to close down political parties; formerly, only higher-level courts could ban parties. Another increases the term for official confirmation of election results from seven to 14 post-election days, which gives incumbents a better opportunity to falsify official precinct protocols. Sections of the Azeri opposition claimed that one amendment was designed to make it easier for President Heydar Aliyev, who turned 80 in May 2003, to name his successor – as appears to have happened in August, when parliament elected his son, Ilham, as prime minister. 
   In August 2002, the ministry of taxes closed down audit sections in its district branches and passed its audit authority to a centralised body within the ministry. One positive aspect of the change is that it led to a significant reduction in the number of unjustified inspections of small and medium-size enterprises (SMEs). 
   President Aliyev signed a decree on state support to business development in September 2002. The measures contain several anti-corruption regulations. 
  Following the enactment of the law on public procurement, the president proposed and parliament adopted amendments to the laws on investment activities, on electric energy industry and architectural activity in December 2002. In all three laws, the amendments replaced the term ‘tender’ with the term ‘competition’. Critics of the original laws described ‘tender’ as a legal term with a precise formal meaning, while ‘competition’ was open to interpretation and thus seen as facilitating corrupt procurement. 
  In January 2003, a presidential decree ratified amendments to the law on public service, allowing interviews as a tool of recruitment. Earlier versions of the law envisaged only open formal competition, leading some opposition critics to warn that the amendment would encourage corruption in the access to public jobs. 
  A presidential decree on preventing interference in business closed down the Department of Struggle against Economic Crimes of the ministry of the interior in September 2002. The decree also instructed the ministry of the interior to reduce traffic police by 15 per cent. This cut may serve to decrease corruption the president had recognised that the excessive number of police checkpoints was an obvious example of corruption. The ministry of taxes was instructed to decrease the number of auditors by 40 per cent. The decree also called on all city and district authorities to close down departments engaged in the audit of businesses and enterprises. The decrease in the number of inspecting agencies has led to a slight improvement in the corruption rate among SMEs, as demonstrated by recent research data. 
  Official state registration 
Extortion of bribes by civil servants who control the obligatory state registration process is not uncommon in Azerbaijan. In view of the growing number of private enterprises and civil society organisations who must register with the state, however, the need to improve relevant legislation and standards has grown more urgent. 

The problem attracted particular attention after the representative of the American Chamber of Commerce in Azerbaijan, Jonelle Glosch, cited official registration and taxes as the most difficult obstacles to investing in the country in a television interview. ‘Four companies were supposed to receive licences in April 2002. This was very difficult. We, together with representatives of the British and US embassies, went to the Presidential Executive Staff office and met [the president]. After getting his instruction, the companies were registered,’ she said. 

Meanwhile, the new re-registration process drew criticism from religious associations as well as human rights observers. In 2002, all religious associations that had previously registered with the ministry of justice were required to re-register with the state committee. The authorities have stated that all care has been taken to make religious associations aware of the need to re-register and to ensure transparency in the documentation process. Nevertheless, reports indicate that some religious associations have not been properly informed about the need to re-register or what documentation they must submit. 

Besides having to register with the ministry of justice, NGOs are now obliged to register all grants with the justice ministry as well. Most NGOs protested against this decision, pointing to a high likelihood that extortion would rise as a result. In turn, they argued, international donors would be discouraged from funding civil society and other projects in Azerbaijan. 

Political parties also face discretionary, inequitable registration scenarios. Election laws – be they presidential, parliamentary or municipal – as well as judicial practice create a number of opportunities for arbitrary and illegal denial of registration to candidates and their political parties. This trend can be traced back at least to the parliamentary elections of November 2000, when several leading opposition parties were denied registration for ‘proportional’ seats. They were finally included on the ballot after intense international pressure – though this pressure failed to assist other candidates in the constituencies registering for ‘majority’ seats. This problem was still in evidence during the by-elections of 2002 and 2003. Some key political parties, such as former president Ayaz Mutallibov’s Civic Unity Party, still work without official state registration. 

A centralised and simplified official registration system for legal entities would be the most effective way of addressing the problem. A few initial steps have been taken in this direction, including the launching of a state programme for SMEs, which aims to simplify registration and licensing procedures for SMEs and ensure protection of their rights. 
   Local excesses, central responsibility: an accountability update 
   Accountable only to the president, local executive authorities remain the most influential organ of governance throughout the country. The lack of formal popular control over their activities renders them one of the major sources of corruption. 

In April 2003 President Aliyev replaced the heads of executive authorities in Sumqayit, Ganja and Lenkaran, the three largest cities after Baku. The move followed a televised speech in which he levelled corruption allegations against high-ranking city managers and the local business community.8 The president also demanded financial involvement from a local businessman who had not been ‘very active’ in assisting the city of Sumqayit with its social programmes. The president’s speech seemed to imply that heads of the executive authority are empowered to force local businessmen to finance public services and reconstruction. 

In May 2003 the parliament passed a law on administrative control over activities of municipalities, which empowers ‘an appropriate organ of executive authority’ to conduct audits and general assessments of the municipalities. This measure further reduced the independence of municipalities compared to that of the local executive authority. 

Despite such setbacks, which have increased the power of the local executive authority throughout the country, a marked improvement in the accountability of political leaders to the legislature is in evidence. In June 2002, parliament adopted the constitutional law on additional rights of parliament concerning confidence in the cabinet of ministers. The law obliges the cabinet to report to parliament on an annual basis and requires cabinet executives (with consent of the government) to respond to verbal and written questions at parliamentary sessions. The first such exercise took place on 18 March 2003, when First Deputy Prime Minister Yaqub Eyyubov made a presentation and answered questions. This development is a move in the right direction, as Azerbaijan has thus far lacked a tradition of government reporting to the elected legislature. 

Similarly, positive steps were taken to improve accountability in the newly created independent State Oil Fund (SOFAR), which accumulates all oil proceeds besides taxes, which are funnelled directly to the state budget. SOFAR is to ensure transparency of oil revenues earned by the State Oil Company of the Republic of Azerbaijan (SOCAR).9 On 13 May 2003, parliament amended the law on budget systems to include SOFAR in the country’s consolidated budget, a first significant step towards making the oil fund accountable to legislative authority. 
    Yet domestic critics and the International Monetary Fund have demanded full subordination of SOFAR to the legislative authority to ensure its transparency and prevent the diversion of funds. SOFAR was created by presidential decree, its expenditures are largely controlled by the presidential administration and its low levels of oversight render it vulnerable to political manipulation. 

A panel discussion organised by Eurasianet in June 2003 found that Azerbaijan, along with Kazakhstan, may see poverty worsen as oil exports grow. The discussion focused on the ‘resource curse’, a term that describes the pattern through which poor countries become poorer when they begin to sell lucrative oil exploration rights. Experts stressed the need to encourage corporate best practices in order to reduce the scope for corruption in the oil industry. In particular, they argued for foreign companies to disclose how much they pay to specific state ministries for the right to drill, a practice encouraged by the Open Society Institute through its ‘Publish What You Pay’ initiative.10 
  Corruption persists in the military 
   Corruption and a lack of accountability in the military remains one of the burning issues of public concern. Reports by local and international human rights activists have found that conscripts are targets of economic exploitation in the army and that the  officials from the ministry of defence have extorted informal fees – mostly in cash – for draft exemptions, deferrals and deployments to units in the least risky areas. In some units officers have siphoned off supplies or surreptitiously used conscripts as unpaid labourers. Eight conscripts died of sunstroke while working on a construction project in July 2002. As can be expected, conscripts who cannot bribe their way out of military service or into easier service tend to be poor. Since they frequently suffer from malnourishment or tuberculosis, they are prone to accidents and are often not fit enough to perform the tasks assigned them.



On occasion, corruption in the army feeds into major political scandals. In February 2003, military journalist Uzeir Jafarov, who had been convicted of fraud and abuse of power, held a press conference and charged that his conviction had been ‘inspired’ by the newly dismissed deputy minister of defence, Mammad Beydullayev. Jafarov presented a list of facilities formerly owned by the ministry of defence and implied that they had been illegally privatised. No action has been taken.13 Alekper Mammadov, a former high-ranking military officer, also accused the ministry of defence of systemic corruption. 


In early September 2002, an uprising at a military college in Baku led to hundreds of cadets leaving the campus illegally to march in protest against corruption in school. Speaking in Ganja a few days after the incident, President Aliyev admitted that there had been ‘violations of law, bribery by commanders and abuse of power for covetous aims’.15 Nevertheless, he stressed that the cadets’ reaction had not been justified. By spring 2003 all command staff at the college had been replaced, but the leaders of the cadet protest were sent to serve as privates on the Armenian or Karabakh borders. 


Further areas of concern involve the ‘military commissariats’, or conscription agencies, which enjoy a great deal of arbitrary authority, which is sometimes employed as a political tool against opponents. A case in point concerns Mahammad Ersoy, editor-in-chief of the newspaper Bizim Yol. Immediately after publishing a series of articles criticising the government, Ersoy was called to military service and the newspaper was partially confiscated from newsstands. 

While such developments are discouraging, criticism of secrecy in the military was heard in August 2002 when President Aliyev ordered the creation of a special fund to collect donations from citizens and companies willing to support the national army. In an apparent bid to silence critics of the lack of transparency in military accounting, the president ordered that the fund be audited once a year. 
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