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Responding to Azerbaijan’s Brain Drain Challenge
By Tural Abbasov
Background
After 70 years of Soviet rule, Azerbaijan declared its independence in 1991. A
culturally and linguistically Turkic people, Azerbaijanis have been able to preserve
their rich cultural heritage despite long periods of Arab, Persian and Russian
domination. After Azerbaijan declared its independence, the country began realizing
its autonomous rights to implement independent economic and political reforms. A
top priority for the government’s economic policy was to create an economy based on
private property rights and free market principles and to integrate this economic
system with that of the international community. However, political and economic
reforms were not easily realized due to the on-going war between Azerbaijan and
Armenia. Moreover, in the early years of independence, the loss of former Soviet
economic connections hurt the country’s economy and created crises in all sectors.
As a result, plants and factories that were functioning during Soviet times were forced
to shut down due to lack of
public funding.
External and Internal Brain
Drain
Thus, thousands of educated
and skilled Azerbaijanis
became unemployed within a
short period of time, leading,
in turn, to an external brain
drain – or out-migration of
skilled Azerbaijanis to
Russia, Turkey, Western
Europe and the United
States in search of jobs. A few years later, on September 20, 1994, Azerbaijan
contracted with a consortium of foreign oil companies – including: British Petroleum
Amoco Caspian Sea Petroleum Ltd, BP Exploration Caspian Sea Ltd, Den Norske
Stats Oljeselskap AS (Statoil), Oil Company Lukoil JSC, McDermott Azerbaijan,
Pennzoil Caspian Corporation, Ramco Khazar Energy Ltd., Turkish Petroleum
Overseas Company Ltd. and
Unocal Khazar Ltd., among others.
By attracting foreign investment into
the country, the government was
able to create jobs in eastern
Azerbaijan, namely Baku (the
capital) and the Absheron
peninsula, where all oil resources
are produced. As a result, an
internal brain drain occurred, with
people from rural Azerbaijan –
already suffering from a lack of

COMMENTARY
employment, underemployment and an
unfavourable infrastructure – moving to
Baku and its surrounding environs to find
jobs in the burgeoning energy economy. As
a consequence of this internal movement
within Azerbaijan, there has been a
significant uptick in population growth,
unemployment, pollution and poverty in
eastern Azerbaijan.
Moreover, the situation got even worse with
the movement of IDP (internally displaced
people) populations to the Absheron
peninsula as a result of the NagornoKarabakh War between Azerbaijan and
Armenia. (For more about this conflict
please click here.) Furthermore, movement
of significant Azerbaijani populations from
the large conflict area compounded the
internal brain drain from rural areas to the
capital.
Research Data
The mobility of highly skilled workers within the country has for a long time attracted
little attention from policy makers and researchers. Movement of skilled labor from
rural areas to big cities, particularly to the capital, is one of the biggest challenges
faced by the government of Azerbaijan. Baku cannot meet the demands of an ever
increasing population for employment and basic public services. More importantly,
rural to urban migrants typically have difficulty finding jobs in urban areas because
their skills don’t match up well with available job requirements. As a result, they
remain unemployed or underemployed, with little hope of changing their
circumstance. Similarly, one finds many university graduates working as taxi drivers,
hotel personnel, construction workers, etc. – also due to the mismatch of skills and
available job requirements
in the skewed energy
economy. This leads to a
misallocation of skilled
labor, rising
unemployment and
poverty in urban areas.
According to recent data,
more than half of
Azerbaijan’s population
live in urban areas,
particularly in Baku and
the Absheron peninsula.
(State Statistical
Committee of Azerbaijan)
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Unfortunately, there is little data available on this segment of the urban population to
determine what percentage actually represents the skilled labor pool unable to find
employment at home in rural areas. Yet, this segment of the nation’s population is
compelled to live and work in Baku with limited opportunities for finding a position that
matches up with their capabilities. Nevertheless, analysis of different databases
enables us to estimate the status of skilled labor within the country.
Agriculture
Thirty-eight percent of
the total labor force
works in the agriculture
sector – the main
source of revenue for
Azerbaijan’s rural
population. However, it
is one of the least
economically beneficial
sectors of the
economy. Despite its
high rate of
employment,
agriculture’s
contribution to the
state budget is only 0.5 percent. The average nominal wage per month in the
agriculture sector is approximately one-third the national average, one-fourth the
nominal wage in the construction sector and approximately one-tenth that of the
mining sector (State Statistical Committee of Azerbaijan, 2013). This huge gap in the
average nominal wage between agriculture and other urban industrial sectors is the
biggest factor contributing to the spiralling population movement. According to the
latest survey of related population movement within Azerbaijan, economic
circumstances represent the main influence driving decisions to move from rural to
urban areas. Differences in income and employment opportunities are among the
most prevalent factors. Other contributing factors are the convenience of life, better
infrastructure and better access to public services (i.e., education, health, accessible
and affordable energy, water supply, etc. (Alilyev, 2008).
Universities
Another factor contributing to the movement of skilled labor to Baku is the
centralization of universities in
the capital of Azerbaijan.
There are 52 universities in all
of Azerbaijan, 42 of them
situated in Baku. In 2012,
33,000 people entered
universities and 25,200 of
them started their education in
the capital. There are a total
of 145,500 university students
in Azerbaijan today, of which
77 percent (or 112,000) study
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in Baku. After graduation, most of them are not likely to return to rural areas due to
high unemployment, poor distribution of services and lack of comparable
infrastructure in the outlying regions. Movement of people, which involves the most
active and youngest segment of the rural population, puts rural areas in a vicious
cycle of increasing disadvantage (State Statistical Committee of Azerbaijan, 2013).
Cost of Rural to Urban Migration
While the movement of skilled labor from rural areas to urban areas can be beneficial
by dint of the transfer of money earned in the capital to family members back home in
rural Azerbaijan, downside repercussions outweigh these limited, personal gains.
First, internal migration exacerbates unemployment and underemployment in urban
centers. People living in Baku aren’t able to find jobs due to heightened competition
for scarce skilled and semi-skilled workers. The social effects of internal migration
include increased poverty, scarcity of opportunities and the inevitable psychological
problems associated with protracted dislocation – e.g., alcoholism, drug abuse,
crime, violence and other deviant behaviors.
Responding to the Challenge
The government of Azerbaijan has done a lot of work to create incentives to keep
rural population in rural areas. For this purpose, two presidential decrees on “SocioEconomic Development of Regions of the Republic of Azerbaijan State Program”
were adopted in 2004-2008 and 2009-2013, respectively. The main purpose of the
state programs was to diversify and develop the non-oil sector of the economy,
integrate them into efficient production and sustainably develop the livelihood of rural
populations. As a result of these decrees, new job opportunities have been created in
rural Azerbaijan, quality and effectiveness of public services has improved, a better
environment
now exists for
the
development of
small
businesses and
employment
has indeed
increased.
Although the
government
has taken
preventative
steps to stem
the tide of
internal
migration, the challenge remains. First, while some state programs have been
authorized, few have actually been launched or effectively enforced. For example two
aforementioned state programs have ambitious purposes to increase the livelihood of
rural populations, yet they are only partially effective. As a result, state programs do
not have the capacity to keep rural populations in rural Azerbaijan. Also, more must

COMMENTARY
be done to stimulate and reform rural economies. This includes encouraging income
generation by providing affordable public financing for farm-related investments (e.g.,
livestock, seed, equipment, etc.) and for diversifying the rural economy to include
light industrial and service sectors, as well. Moreover, sustainable local food
production should be increased, and the quality of local production should be brought
up to international standards so that rural products can be exported to compete
internationally with those of neighboring countries. Improvements in communication
are needed to help rural people communicate better and collaborate on joint
ventures. Better internet services and better cell phone coverage should be made
available on a par with that in metropolitan areas. All of these reforms taken together
would help local public officials, NGOs and private sector enterprises in rural areas
exchange best practice information and strengthen their competitiveness in an
increasingly global marketplace.
Lessons from Abroad
The best practices of other emerging democracies and developed countries should
be carefully studied. For example, countries like China, India, Indonesia, Korea,
South Africa and Malaysia have done a good job redirecting their skilled and
educated populations back to rural areas.
Lessons from Korea
One of the means of stemming spiralling urbanization is by bringing rural areas up to
the level of urban centers. The Korean New Village Movement started in the 1970s. It
is a program designed to modernize villages, increase rural incomes and improve the
quality of living conditions. Increased government subsidies on rice production
developed standards of household income in rural Korea to the level of urban
households. First, resources for developing villages were provided to villages. The
government created competition among villages, with those that generated greater
productivity rewarded with even more resources in the subsequent budget period.
Competition led to significant development in rural Korea, and successful
subsidization of agriculture created a domino effect for other successful projects.
Public programs administered by local level officials yielded opportunities that directly
addressed community needs (Douglas, 2013).
Azerbaijan can also influence internal migration by creating attractive incentives for
rural populations to remain well distributed throughout the country. That is, by
supporting the growth of industries in and around other major cities – namely Ganja,
Lankaran, Mingachevir, Shamaxi, Zagatala, etc. Creating new urban centers would
distribute skilled employees more effectively and provide increased opportunities to
live and work closer to their families and friends. This reform would maximize the
knowledge and skills of workers and at the same time reduce the disruption in their
lives that leads to many of the social ills of a rapidly-expanding urban population.
South Korea at the same time has developed one of the best urban planning policies
to reduce regional economic and social inequality in the country. The policies
address controlling urban sprawl in Seoul and achieving a better balance between
urban and regional centers by decreasing the gap in employment opportunities in
both the public and private sectors, increasing the licensing of manufacturing
companies in Seoul, improving regional industrial entities and relocating firms to the

COMMENTARY
outer perimeter of the metropolitan area. Also, by regulating school registration in
Seoul, raising the budgets and enrollment quotas of regional universities, reallocating
more money for regional educational budgets, the government of South Korea was
able to tackle educational inequalities in provincial areas of the country (Population
Change and Development in Korea, 2013).
Similarly, Azerbaijan can encourage industry and manufacturing by giving incentives
for businesses set up operations throughout the country. Also, university campuses
can be built in different regions of Azerbaijan, thereby diversifying the movement of
the population in ways that are beneficial to both citizens and the emerging
democracy.
Lessons from the United States
Another approach to ameliorating the challenge of rural to urban migration can be
seen in the U.S. experience over the past four decades or so. In the States, many
rural areas in most regions of the country have evolved so that skilled employees –
including university graduates – can find employment closer to home. A lot of rural
areas in America are experiencing urban to rural movement due to increases in
employment opportunities, particularly in services and manufacturing in rural
America. The United States was able to develop connections between urban and
rural areas – improved infrastructure, advanced IT technologies, improved quality of
public services, providing rural populations with better access to information and
markets, improved quality of health care and greater educational opportunities
(Understanding Rural America, 1995).
One example is a 1990 pilot project begun in eight states by the State Rural
Development Councils (SRDC). Each state consolidated the efforts of its main
institutions that were involved in rural development – including private businesses
and federal, state and local governments. The goal was to promote better
understanding and communication among main rural players. States addressed the
issues by bringing together not only the US Department of Agriculture, which is an
important driving force of rural development, but also the US Department of
Commerce, the business community, etc. (SRDC, Wisconsin).
Solutions for rural development involve an elaborately interconnected approach,
oftentimes knitting uses together to solve challenges. For example the SRDC brings
together agriculture, health, transportation, tourism, workforce development and law
enforcement to promote collaborative relationships among these entities. (Sears,
2001) To replicate this approach, Azerbaijan should unify the efforts of government
entities to collaborate on creating jobs, increase skills and productivity of rural
populations, create better infrastructure, develop access to information and provide
adequate financial opportunities and management support to businesses, industry
and farmers. That is, to create a brain gain effect for rural areas.
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Conclusion
Although Azerbaijan is a young emerging democracy, there has been a lot of work
done by the government to improve rural areas and slow the out-migration abroad. A
number of state programs, presidential decrees and decisions of the Cabinet of
Ministers have been adopted to tackle the issues of internal migration and the
movement of skilled labor. Adding
to this, the government will need to
continue its efforts to accommodate
and/or absorb the IDP populations
already compouning the rural to
urban flow as a result of the
unresolved Nagorno-Karabakh
conflict. Also, much still needs to be
done to attain positive, tangible
results that address these vexing
demographic challenges.
Policymakers should direct their
attention to the issue, and
researchers should investigate and
come up with policy recommendations to help improve the situation. The experience
of other countries, particularly the U.S. South Korea, South Africa, China and
Indonesia should be carefully analysed and best experiences should be incorporated
into Azerbaijani realities. Incentives should be given to businesses that operate in
Azerbaijan’s less populated regions by reducing taxes or offering tax breaks. Student
migration should be redirected by creating regional campuses in different parts of the
country. Existing public policies that are aimed at fostering rural development should
be actively enforced and implemented.
Lastly, Azerbaijan should promote a bureaucratic culture change within government
that fosters a more collaborative relationship between government and the private
sector and with other players and institutions that can have a positive impact on this
challenge.
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