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Social System in Azerbaijan: How Improve it? 

 

 

In this publication, Center for Economic and Social Development (CESD) 

has reviewed the social reforms package for Azerbaijan. According to the 

package, the government has improved different social programs by 

enhancing transparency, allocating more optimal funding and increasing 

accountability. Additionally, CESD has also presented its policy 

recommendations regarding how to improve the system and make social 

services more accessible. Details of the social package are presented 

below: 

 

Pension system should be improved 

In Azerbaijan there are citizens who have sufficiently large pension 

capital – there are even citizens with pension capital of more than AZN 

150,000. We can apply the "American model" – provide the right for 

these citizens to early retirement, and, accordingly, for use of part of their 

capital before the age of 65. We propose to include in the legislation the 

not only concept of the minimum pension capital and but also the average 

pension capital. In our pension legislation, it would be appropriate to 

allow people to get pension benefits earlier, before reaching the working 

retirement age. This will also make it possible to determine the age 

pension faster than the labour pension, so that the citizen could use the 

age pension earlier. In Azerbaijan, citizens who are not entitled to a 

labour pension start receiving benefits at the age of 67. We propose to 

change this figure so that the citizen is entitled to receive old-age benefits 

upon reaching 63 years not 67. 
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Amount of minimum pension capital is becoming larger 

 

The pension reform in Azerbaijan envisages the payment of pensions only 

at the expense of taxes without the allocation of budget funds in the 

future. 

Taking into account the high level of the hidden economy as well as 

widespread informal employment, it is incorrect to eliminate the 

contribution of budget funds. In view of these facts, we suggest that the 

state finances 40% of pension capital. That is, if a citizen has a pension 

capital of 17,280 manat then 11,600 manat should be contributed by the 

state budget and he will be entitled to a pension. Otherwise, difficult 

retirements in the near future are inevitable. 

Raising the minimum pension is a positive trend; however, as this amount 

increases, so does the minimum pension capital that citizens’ must earn 

throughout their life to be eligible to receive a pension. Therefore, the 

number of those who will be eligible for a pension in the future may 

decrease. If, in the future, the minimum pension increases and reaches 

300 manat, the minimum pension capital will increase to 43,200 manat. 

This means that when the minimum pension reaches 300 manat, only 

those who accumulate a pension capital in the amount of 43,200 manat or 

more will be able to retire without 25 years of experience.  

There is a need to speed up the process of creating a private pension fund 

and provide citizens with the opportunity to save in private pension funds. 

At the same time, it is important to index the funds that will accumulate in 

these funds in foreign currency, so that in the future changes in the 
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exchange rate would not affect directly the fees in the fund and would not 

lead to their impairment. 

 

 

Social housing system should be improved 

CESD has put forward a proposal regarding young families not covered 

by the social housing category – those who cannot apply for social 

housing or subsidized mortgage loans. In the proposal on the occasion 

says that that citizens who have worked as officials for 15 years are 

entitled to benefits, even if it is not a young family. But there is no such 

right for teachers. 

It means that if age of one of the family heads in teacher's family exceeds 

35 years, he has no right to a social apartment and subsidized mortgage, 

For this reason the granting of such a right to citizens with more than 15-

year teacher experience, even if they are not characterized as a young 

family, is very important from angle of social justice. 

It would be better if the housing problems of IDPs, families of martyrs 

and families of national heroes would be solved within the framework of 

providing free housing. Given the social situation of our citizens in this 

category, their free provision of housing should be continued. Given that 

34,591 apartments and AZN 7.1 bn have been allocated to IDPs so far to 

improve their social situation, it is possible to continue providing free 

apartments at the expense of state financing. It is necessary to expand the 

subsidized mortgage category citizens and give this right to every young 

family with solvency. 
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CESD proposals to revise and change the list of groups included in the 

social housing category. So, there are shortcomings when making the 

social housing list. For example, according to the rules, a person who is in 

the civil service, including special types of civil service, can apply for 

subsidized social housing in at least 3 years. A person who works as a 

teacher in a state secondary school receives this right only in 5 years of 

his job. This means that under the current rules, the official is entitled to 

social apartment or subsidized mortgage in 3 years, and the teacher in 5 

years. It is interesting, by what criteria the term of 3 years for officials 

and 5 years for teachers is established? Is a teacher less useful to the 

society than an official? The Center proposes to reduce the right to 

benefits for teachers to 1 year and give them the right to receive 

subsidized social housing as soon as possible. 

 

Increased benefits for citizens with disabilities 

 

This year a decision to increase the benefits of disabled persons was made 

in the first package of decisions to pass this year. The process should be 

sustainable and, in particular, it is necessary to increase the amount of 

social benefits for the disabled persons of Group 1 and bring it up to the 

minimum wage, so that there are no difficulties with the social security of 

our compatriots. 

CESD notes that in this regard when increasing the amount of social 

benefits, among minimum pensions and minimum wages, disability rates 

should be a priority. That is, steps should be taken in this direction in the 

coming months.  
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TSA Program should be re-branded  

The most popular and discussed social program is the program of targeted 

social assistance. Our assessment shows that the TSA Program needs to 

be improved. 

Within the framework of the targeted social assistance program (TSA) it 

is important to simplify the mechanism of applying for TSA and increase 

the number of TSA applicants. For example, it is not clear why the 

average monthly cost per person of a family for the last 12 months for a 

mobile phone is taken into account. The center also added that it is 

necessary to change the share of public utilities and increase the number 

of our citizens who will use TSA, as well as to consider and increase the 

TSA amount: As after raising the minimum wage within the TSA 

program, it is necessary to adapt the amount of funds not to the minimum 

criterion of consumption, but to the minimum wage, so that even more 

citizens can benefit from TSA. And that it was possible to increase the 

funds paid to the citizen within the program. 

Additionally, our monitoring shows that among citizens the TSA Program 

was called "Shesh-Gosha" ("Two Six"). The reason for such a name of 

TSA: “It is linked with principle ‘6-6’, when TSA for 6 months was 

received by an official and then by a citizen to whom this assistance is 

designed. This particular problem has already been eliminated but it has 

not promoted trust in this program. Currently, the reputation of TSA 

among the general public is quite low. With regard to the many problems 

of the TSA Program, CESD proposes to rebrand it. As a whole, it is 

almost impossible to carry out reforms within this program without 

changing the name of the program. 

 


