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� e Caspian � shing industry has been devastated by the dwindling stocks of sturgeon and 
beluga, virtually wiping out the once pro� table caviar industry.

� e mandate of the Azerbaijan Investment Company (AIC) in Baku re¢ ects how 
serious the government is about diversifying its economy: the AIC is prohibited from 
promoting the oil and gas sector, which provides over 90 per cent of export earnings. Set 
up in 2006, AIC is focused on funding schemes with international partners from the new 
shipping terminal on the Caspian, to dairy and poultry farms and glass manufacturing. It 
is particularly interested in taking advantage of Azerbaijan’s nine climatic regions (of the 
11 world-wide, with only Arctic and tropical areas obviously absent), trying to explore 
opportunities in agriculture. ‘In the Soviet era,’ one local analyst notes, ‘Azerbaijan supplied 
the country with tea, cotton, citrus and vegetables. But these were farmed with old 
technology, which poisoned the land, and were driven by local demand. Now we have to 
get our produce in supermarkets and not bazaars, and use modern sustainable technology.’ 
� e Caspian � shing industry has been devastated by the dwindling stocks of sturgeon and 
beluga, virtually wiping out the once pro� table caviar industry.

� e problem for post-independence Azerbaijan, like other Soviet states, is that apart 
from oil it produced little that the rest of the world wanted to buy. Soviet icons like the 
Lada and Volga cars – ‘a tank in a tuxedo’ – did not do it for Western and, it turned out, 
few other consumers. � ey had to make di£ erent things, or make things di£ erently and 
more e¤  ciently.

AIC is not waiting for investors to come to it with bright ideas. It is actively pursuing 
joint ventures with Israeli and other Middle Eastern farmers who can bring capital, 
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technology, farming know-how and, critically, knowledge of markets. It aims to build long-
term relationships.

Azerbaijan is also translating its regional location into a logistics business. � e $4 billion 
1 774km pipeline built by a Western consortium from Baku to Turkey’s Mediterranean 
port of Ceyhan became operational in May 2006, designed to transport up to 50 million 
tons of crude oil annually, carrying Caspian oil to global markets. � e South Caucasus 
pipeline became operational at the end of 2006, o£ ering gas to the European market from 
the Shah Deniz. � e mooted $10 billion Nabucco pipeline would join Central Asia’s gas 
supplies with the European market, while the EU-sponsored Silk Road project links China 
through the southern caucuses and Azerbaijan with continental Europe by means of a €200 
million rail link built through Georgia.

It is unclear when Azerbaijan’s oil will run out. Some say 20 years, others argue it will 
last for 70 years. Whatever the case, it believes that its future lies in its role as a logistics hub 
for criss-crossing tra¤  c between Russia, Iran, China and Europe, the contemporary Silk 
Road’s tra¤  c roundabout. Such ambition is not only underpinned by geography; Azeris 
pride themselves on being born traders.

One spin-o£  from improved infrastructure is access to international tourism, but that 
is easier said than done. � e byzantine visa regime will, Azeris admit, have to become 
more visitor-friendly like its neighbour Georgia’s. � e shi« y, Soviet-style o¤  cials at Baku’s 
Heydar Aliyev International Airport create an uneasy � rst impression.

Azerbaijan faces stark challenges in di£ erentiating itself in a tough, con¢ ict-prone 
region. Its foreign policy walks a tightrope between East and West, balancing relations 
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with powerful neighbours frequently at odds with one another. � e country may be 
moving closer to Europe, through engagement with NATO and the European Union, 
yet it knows that it can only push so far in that direction; Russia’s war with Georgia in 
2008 was a salutary reminder, if any were needed, that full membership in ‘Europe’ is not 
a realistic option for states in Moscow’s backyard. Moreover, Russia is indispensable to 
any resolution of its intractable con¢ ict with Armenia – a strong Russian ally – over the 
Nagorno-Karabakh region. Azerbaijan lost nearly one-� « h of its territory in the early 
1990s, resulting in some 600 000 internal refugees.

Azerbaijan is a resolutely secular state, with admirable tolerance for the small number 
of di£ erent faiths existing alongside the dominant Muslim culture. Consequently, it is keen 
to distance itself, religiously and politically, from Iran. But with tens of millions of Azeris 
living within the borders of its powerful southern neighbour, it is not a relationship it can 
a£ ord to jeopardise.

Nor can Azerbaijan’s leaders ignore the spectre of radicalisation. � e fear is that the 
country’s youth could fall under the sway of the mullahs from the south if the widening 
gap between rich and poor is not addressed. Nearly one-quarter of Azeris struggle below 
the poverty line while a small Gucci elite in their black Lexuses, Mercs and SUVs prowl 
and park badly on the Avenue of Oilers in Baku’s Icheri Sheher (Old City). Education is 
under resourced and the skill base is poor, especially among young people. In the words of 
one government o¤  cial, they represent an ‘empty shell’ lacking direction in a post-Soviet 
world. As evidenced elsewhere in the world, such young people may seek solace in religion 
and more radical social options.

� e greatest overall challenge for Azerbaijan is to ensure that the second oil boom does 
not end in tears like the � rst one, but rather helps to create a more sustainable, resilient 
nation. As Professor Samad Seyidov, head of the parliament’s international relations 
committee, argues, ‘the way to achieve this is through economic growth plus democratic 
development, building values and international links so that no-one can occupy or kill you.’

Two of our Nigerian friends were in Baku because of oil. � eir homeland had, in the 
forty years of its oil business, seen government increase its role in the economy, agricultural 
output plummet, and capacity utilisation in manufacturing decline from 75 per cent (in 
1975) to 40 per cent. Unlike Africa’s oil producers, Azerbaijan is now investing and not just 
consuming its oil income.
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1 See Steve Le Vine, � e Oil and the Glory: � e Pursuit of Empire and Fortune on the Caspian Sea. 
New York: Random House, 2007.
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