GEOSTRATEGIiYA

SUSTAINABLE DEVELOPMENT
STRATEGY IN AZERBAIJAN:
ALTERNATIVE ENERGY ECONOMY

Introduction

“Sustainable development” is commonly defined
as development that satisfies the needs of the present
without compromising the ability of future generati-
ons to meet their own needs [6, p. 4]. This concept has
become the foundation for long-term policy planning
at both national and global levels, aiming to balance
economic progress with environmental stewardship
and social equity. The 2030 Agenda for Sustainable
Development, adopted by all United Nations Mem-
ber States in 2015, provides a universal framework
that emphasizes the interdependence of economic
growth, environmental protection, and inclusive so-
cial development. Within this framework, 17 Sus-
tainable Development Goals (SDGs) guide national
development priorities, with SDG 7 specifically cal-
ling for affordable, reliable, sustainable, and modern
energy for all. In the case of Azerbaijan, the country’s
rapid economic expansion since independence has
been largely fueled by oil and natural gas revenues.
These fossil fuels continue to account for more than
90 % of the country’s total exports, creating a signi-
ficant dependency on a volatile and environmentally
harmful resource base [2, p. 5]. However, this growth
model is becoming increasingly unsustainable in the
context of global decarbonization trends, fluctuating
energy markets, and the mounting impacts of clima-
te change. As a result, a strategic shift toward an al-
ternative energy economy—centered on renewable
energy sources such as solar, wind, and hydro—is
not only a matter of environmental responsibility but
also a national economic necessity. Transitioning to a
more diversified and resilient energy mix will allow
Azerbaijan to stabilize its revenue streams, reduce its
greenhouse-gas emissions, and make tangible prog-
ress toward international commitments, including
SDG target 7.2, which seeks to increase substantially
the share of renewable energy in the global energy
mix [5, p. 3].

Sustainable Development
Sustainable development is a multidimensional
concept that integrates three foundational pillars:
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economic vitality, social equity, and environmental
stewardship. These pillars are not isolated; rather,
they interact in complex ways that shape national
policy, investment decisions, and long-term societal
well-being. Economically, sustainable development
emphasizes inclusive growth, productivity, and in-
novation. Socially, it seeks to eliminate poverty,
promote equality, and ensure access to basic servi-
ces. Environmentally, it calls for the preservation
of ecosystems, responsible natural resource mana-
gement, and climate change mitigation. These prin-
ciples are operationalized through the United Nati-
ons Sustainable Development Goals (SDGs), which
offer a comprehensive roadmap for global progress
by 2030. Of particular relevance are SDG 7, which
aims to ensure access to affordable, reliable, susta-
inable, and modern energy for all; SDG 9, which
promotes resilient infrastructure, inclusive industri-
alization, and innovation; and SDG 13, which urges
immediate action to combat climate change and its
impacts. These goals are interconnected and rein-
force each other, forming the basis of a sustainab-
le development strategy that promotes low-carbon
economic growth, fosters poverty reduction, and
enhances resilience to external shocks, including
economic crises and environmental disasters [7, p.
1]. Within this framework, energy transition emer-
ges as a linchpin that connects efficient resource
use with wider socio-economic objectives. Moving
from a fossil fuel-based economy to one driven by
renewable energy sources supports job creation, en-
hances energy security, and contributes to emissions
reduction—thereby fulfilling key targets under all
three pillars of sustainability.

Sustainable Development Strategies
in Azerbaijan
In addition to these national reforms, Azerbaijan
has actively engaged in multilateral initiatives and
regional cooperation to bolster its sustainable deve-
lopment agenda. The country participates in the EU-
4Energy program, a European Union initiative that
supports energy policy reform and data transparen-

257




Beynolxalq ictimai - siyasi, elmi - nozari jurnal

cy in Eastern Partnership countries. This collabora-
tion has enabled Azerbaijan to adopt best practices
in energy planning and efficiency while facilitating
regional integration in electricity and gas markets
[2, p. 7]. Through this partnership, Azerbaijan also
receives technical assistance to align its legislation
with European energy directives, especially those
concerning renewable energy integration and de-
mand-side management.

Furthermore, the establishment of the Ministry
of Energy’s dedicated Renewable Energy Agen-
cy in 2021 marked a significant institutional step
toward promoting alternative energy development.
This agency is tasked with coordinating renewable
energy projects, attracting foreign investment, con-
ducting feasibility studies, and overseeing the imp-
lementation of solar and wind power initiatives. It
serves as a key actor in executing the country's gre-
en transition, in coordination with other public and
private stakeholders.

Efforts to localize the SDGs are also gaining tra-
ction in Azerbaijan, as evidenced by the inclusion
of sustainability indicators in national budget plan-
ning and sectoral strategies. For example, environ-
mental impact assessments (EIAs) are increasingly
required for new infrastructure projects, particularly
those funded through public-private partnerships.
This ensures that large-scale investments align with
Azerbaijan’s environmental goals and international
obligations under the UN Framework Convention
on Climate Change (UNFCCC). Moreover, the in-
tegration of gender and social equity considerations
into rural electrification and energy access programs
reflects a growing understanding of the SDGs as a
framework for inclusive development.

Azerbaijan has also initiated national dialogues
on the circular economy, green jobs, and sustainable
finance, in partnership with international organizati-
ons such as the UNDP, World Bank, and the Interna-
tional Renewable Energy Agency (IRENA). These
discussions aim to foster innovation in waste mana-
gement, energy-efficient building practices, and cli-
mate-smart agriculture—sectors that are crucial for
reducing environmental degradation and promoting
economic diversification. In parallel, financial insti-
tutions in Azerbaijan are beginning to explore green
bonds and sustainability-linked loans, indicating an
emerging interest in aligning capital markets with
the country’s green transition objectives.

Through these interconnected strategies, Azerba-
ijan is not only responding to global sustainability
expectations but also reshaping its national develop-
ment model. The convergence of energy policy, cli-
mate strategy, and socio-economic planning reflects
a maturing governance approach that seeks long-
term resilience rather than short-term gains. As the
country advances toward its 2030 goals, continuous
institutional reform, private sector engagement, and
international cooperation will be essential to ensu-
re the effectiveness and credibility of its sustainable
development strategy.

Alternative Energy in the Sustainable Economy

Azerbaijan possesses significant untapped re-
newable energy potential that could substantially
contribute to its sustainable development goals and
economic diversification. According to the Interna-
tional Energy Agency (IEA), the country’s theore-
tical renewable capacity includes approximately
23,000 megawatts (MW) from solar energy, 3,000
MW from wind power, 520 MW from small-scale
hydropower, 800 MW from geothermal resources,
and 380 MW from biomass [2, p. 26-27]. Despite
these abundant resources, the share of renewables
in the country’s total primary energy supply remains
strikingly low—just 1.5 % as of recent data—reflec-
ting limited integration into the national energy mix
[2, p. 6]. Furthermore, private investment in the re-
newable sector has remained minimal over the last
decade, hindered by structural and regulatory cons-
traints [4, p. 1].

Several key obstacles impede the rapid dep-
loyment of renewables in Azerbaijan. The energy
sector continues to exhibit monopolistic charac-
teristics, with state-owned enterprises dominating
generation, transmission, and distribution. This
market concentration limits competition and dis-
courages independent power producers from ente-
ring the sector [3, p. 2]. Additionally, the legal and
institutional framework for renewable energy is
still in a nascent stage, lacking detailed secondary
legislation and long-term enforcement mechanisms
to ensure policy continuity. Although the Law on
Using Renewable Energy Sources, adopted in 2021,
was a notable milestone, the law’s implementation
remains incomplete. While it introduces important
tools such as auctions, Power Purchase Agreements
(PPAs), and net-metering schemes, specific capacity
targets, monitoring systems, and financial guarante-
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es are still being developed [2, p. 26].

To accelerate renewable energy deployment and
attract investment, a series of coordinated policy
measures are necessary. First, Azerbaijan should
enhance the financial attractiveness of renewable
projects by introducing robust feed-in tariffs and
expanding competitive bidding mechanisms. The-
se instruments help lower financing costs, reduce
investor risk, and promote technological innovati-
on [4, p. 6]. Second, administrative procedures for
permitting, land acquisition, and grid connection
must be streamlined. Current processes are often
fragmented and opaque, leading to costly delays for
project developers [1, p. 33].

Third, mobilizing concessional finance from
multilateral development banks (MDBs) such as the
World Bank and the Asian Development Bank, alon-
gside private-sector blended finance instruments,
will be critical to scale up investment in large-scale
renewable infrastructure and off-grid solutions [7, p.
1]. Fourth, energy efficiency must be prioritized as a
parallel strategy. The Energy Efficiency Law, adop-
ted in 2021, provides a framework for conducting
mandatory energy audits, establishing efficiency
standards for buildings and appliances, and promo-
ting demand-side management. Expanding the sco-
pe and enforcement of this law could reduce energy
waste and complement renewable integration [2, p.
28].

Finally, Azerbaijan must invest in building local
technical capacity and fostering public awareness.
Skills development programs in universities and
vocational institutions should focus on renewable
technologies, system integration, and green entrep-
reneurship. At the same time, public awareness cam-
paigns can improve social acceptance of renewable
projects, particularly in rural communities where
land-use conflicts and aesthetic concerns may arise
[3, p. 3]. These actions, taken together, can enab-
le Azerbaijan to unlock its renewable potential and
move toward a low-carbon, inclusive, and resilient
energy future.

Conclusion
Azerbaijan currently stands at a pivotal crossro-
ads in its development trajectory. On one path lies
continued dependence on hydrocarbons, a model
that, while historically lucrative, increasingly expo-
ses the nation to significant economic and environ-

mental vulnerabilities. Volatility in global oil prices,
declining fossil fuel demand driven by international
climate commitments, and rising carbon emissi-
ons threaten to undermine long-term stability and
sustainability. On the other path, Azerbaijan has
the opportunity to transition toward an alternative
energy economy—one that promotes diversified,
innovation-driven growth, strengthens resilience to
climate-related shocks, and aligns with the United
Nations Sustainable Development Goals (SDGs),
particularly in areas such as clean energy (SDG 7),
climate action (SDG 13), and sustainable industria-
lization (SDG 9).

The country has made commendable progress
in establishing the strategic and legal foundations
for this shift. Key national frameworks such as the
“Azerbaijan 2030: National Priorities for Socio-E-
conomic Development,” sector-specific reforms,
and the adoption of renewable energy legislation
provide a roadmap for structural transformation.
However, the success of these initiatives will ulti-
mately hinge on the quality of their implementati-
on. Realizing the promise of a green energy future
requires a comprehensive policy ecosystem that inc-
ludes well-designed market incentives, regulatory
certainty, transparent governance, and robust enfor-
cement mechanisms. Additionally, attracting inter-
national finance—both concessional and private—
will be essential to bridging the investment gap in
renewable infrastructure and supporting innovative
financing models such as green bonds, sustainabilit-
y-linked loans, and public-private partnerships.

Moreover, Azerbaijan must adopt an inclusive
and integrated approach to ensure that the benefits
of the energy transition are broadly shared across
society. This includes fostering local content de-
velopment, supporting workforce retraining, pro-
moting gender equality in the energy sector, and
ensuring equitable access to clean energy services.
By strategically mobilizing its abundant renewab-
le energy resources—ranging from solar and wind
to geothermal and biomass—and embedding them
within its broader national development framework,
Azerbaijan is well-positioned to become a regional
model for a just, inclusive, and prosperous energy
transition. This would not only enhance the countr-
y’s global standing but also secure a more sustai-
nable and resilient future for its citizens and future
generations.
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CTPATETHSI YCTOMUMUBOI'O PA3BUTHS
B ABEPBAVI)KAHE: AJIbTEPHATUBHASI
IHEPTETUYECKASA 9dKOHOMUKA

PE3IOME

YcroliunBoe paszputHe B AsepOaiimkane Tpeoy-
€T CTPaTeruueckoro moBopoTa OT YIIIEBOJOPOIHOM
3aBUCHUMOCTU K aJIbTEPHATUBHOM SHEPreTUYECKOU
SKOHOMHUKE. B 3TOi#l cTaTrhbe paccMarpuBarOTCs IJIO-
OanbHBIE OMNpEENICeHUs] YCTOMYMBOIO pa3BUTHS,
U3JIAraloTCsl MOJUTHUYECKHE PaMKH U CTpareruye-
CKHe TOKyMEHTHI A3epOaiikana (B 4aCTHOCTH, €r0
Crparerusi colMabHO-3KOHOMUYECKOTO Pa3BUTHS
Ha 2022-2026 roapl), a TaK)Ke OIEHUBAETCSI TIOTEH-
[[MaJI COJTHEYHBIX, BETPOBBIX, THIPO-, OMOMACCOBBIX
U TeOTepPMAJIbHBIX PECYpCcOB. XOTsI 3aKOHOJATEIb-
CcTBO, Takoe kak 3axkoH 2021 roma o0 HCIONB30-
BaHUU BO300OHOBISIEMBIX HCTOYHUKOB SHEPrUU B

MIPOM3BOJICTBE AIEKTPOIHEPTUU, U 3aKOHBI 00 dHEP-
rodppexkTuBHOCTH 00ECIeYnBaAIOT MPOYHYIO OCHO-
BY, BO30OOHOBJIsIEMbI€ HCTOYHUKHU YHEPTUU OCTAIOTCS
HEI0CTAaTOYHO UCTIONb3yeMbIMU. HCTUTYIIMOHATb-
Hble Oapbepbl, HU3Kasg BOBJIEYEHHOCTb YaCTHOTO
CEKTOpa U yHacJieJOBaHHbIE CyOcHInu erie 0obiie
TOPMO34AT nporpecc. Onupasch Ha NEPEAOBON MEXK-
JYHapOIHBIA ONBIT U HAIIMOHAIbHBIE MPHUOPUTETHI
I[IYP, MbI npennaraeM Mepbl 1O COBEPIIEHCTBOBA-
HUIO PHIHOYHBIX MEXaHW3MOB, ONTUMHU3ALUU TapH-
(OB Ha BNEKTPOIHEPTHUIO U MPUBJICUECHUIO HHBECTH-
Ui, 0OecreurBasi Py 3TOM CITPaBETUBBIA JOCTYII
U HapalMBaHue ToTeHIMana. HanexHas ambrep-
HaTUBHAsI HHEpreThyYeckas SKOHOMHKAa MOXET CO-
KpaTuTh BBIOPOCHI MAPHUKOBBIX Ta30B, YKPEHUTh
SHEPTeTUUYECKYI0 0€301MaCHOCTh U MOAIePKATh 005I-
3arenbcTBa AszepOaiimkana o LIYP no 2030 roza.

KuaroueBble cioBa: ycmotiyugoe passumue, aib-
MepHAMUBHAs IHepP2emuKd, 60300H081AeMAsl IHED-
eemuxka, Aszepbaiiddcan, snepeemudeckas cmpame-
eus.
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XULASO

Azorbaycanda dayanigli inkisaf karbohidrogen
asitliligindan alternativ enerji iqtisadiyyatina dog-
ru strateji doniis tolob edir. Bu moqalodo dayanig-
I1 inkisafin global toriflori aragdirilir, Azorbayca-
nin siyasot ¢orgivasi vo strateji sonadlori (xiisuson
2022-2026-c1 illor iigiin Sosial vo Iqtisadi Inkisaf
Strategiyasi) tosvir edilir vo giinos, kiilok, hidro,
biokiitlo vo geotermal resurslarin potensiali qiymot-
londirilir. Elektrik Enerjisi Istehsalinda Borpa Olu-
nan Enerji Monbolorinin Istifadesi haqqinda 2021-
ci il Qanunu vo enerji somaraliliyi ganunlart kimi
ganunvericilik mohkom zomin yaratsa da, borpa
olunan enerji monbolorindon kifayot qodor istifado
olunmur. Institusional manealar, 6zal sektorun asagi
istiraki vo irsi subsidiyalar iraliloyiso daha da mane
olur. Bu moqalodo on yaxsi beynolxalq tocriibaloro
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vo milli DIM prioritetlorine osaslanaraq potensialin
yaradilmasini tomin etmoklo yanasi, bazar mexa-
nizmlorini tokmillogdirmak, olava tariflori optimal-
lagdirmaq vo investisiya colb etmok iigiin todbirlor
toklif aragidirlir. Giiclii alternativ enerji igtisadiyyati
istixana qazi emissiyalarini azalda, enerji tohliiko-
sizliyini giiclondirs vo Azarbaycanin 2030-cu ilodok
DIM iizro 6hdaliklorini dostokloya bilar.

Acar sozlor: davamli inkisaf, alternativ enerji, bor-
pa olunan enerji, Azarbaycan, enerji strategiyasi.

SUMMARY

Sustainable development in Azerbaijan requi-
res a strategic pivot from hydrocarbon dependency
toward an alternative energy economy. This article
examines global definitions of sustainable develop-
ment, outlines Azerbaijan’s policy framework and
strategic documents (notably its 2022-2026 Social
and Economic Development Strategy), and evalu-
ates the potential of solar, wind, hydro, biomass,
and geothermal resources. Although legislation—
such as the 2021 Law on Using Renewable Energy
Sources in Electricity Production—and energy-efti-
ciency laws provide a solid foundation, renewables
remain under-exploited. Institutional barriers, low
private-sector engagement, and legacy subsidies
further hinder progress. Drawing on international
best practices and national SDG priorities, we pro-
pose measures to enhance market mechanisms, op-
timize feed-in tariffs, and attract investment, while
ensuring equitable access and capacity building. A
robust alternative-energy economy can reduce GHG
emissions, strengthen energy security, and support
Azerbaijan’s 2030 SDG commitments.

Keywords: sustainable development, alternative
energy, renewable energy, Azerbaijan, energy strategy
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