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Managing Investments in 
Urban Areas

Urban areas in Azerbaijan are 
experiencing rapid growth 
and development, fueled 

by a combination of natural resource 
wealth, strategic geographic location, 
and economic reforms. In cities such 
as Baku, Ganja, and Sumgayit, sig-
nificant investments have been made 
in infrastructure, housing construc-
tion, and industry. However, effec-
tively managing these investments to 
achieve sustainable urban develop-
ment remains a critical challenge. This 
article examines the policies and strat-
egies for investment management in 
Azerbaijani cities, learning from both 
successes and ongoing challenges.

The Rise of Urbanization

Azerbaijan, like many other 
countries, is experiencing a shift 

towards urbanization. The capital 
Baku is the epicenter of this trans-
formation, attracting a large influx 
of people due to its economic op-
portunities, modern infrastructure, 
and cultural opportunities. Other 
cities, such as Ganja and Sumgayit, 
are also experiencing growth, albeit 
at a different pace.

Urbanization in Azerbaijan is 
driven by three main factors. First, 
economic opportunities. The oil and 
gas industry has become an im-
portant driver of economic growth 
in Azerbaijan, attracting both do-
mestic and foreign investment. This 
has created numerous employment 
opportunities in urban areas, stim-
ulating rural-to-urban migration. 
Second, improved infrastructure. 
Significant investments in infra-
structure, including roads, public 
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transport, and utilities, have made 
cities more accessible and livable. 
Third, educational and healthcare 
facilities. Improving access to ed-
ucation and healthcare in urban 
areas is another factor driving 
urbanization.

Despite the benefits of urban-
ization, Azerbaijani cities face 
a number of challenges due to 
rapid and sometimes uncontrol-
lable growth. Four rise to the 
mind. First, the concentration 
of economic ac-
tivity in urban 
areas, especially 
in Baku, has led 
to regional dif-
ferences. Second, 
smaller cities and 
rural areas lag in 
development, re-
sulting in uneven 
economic growth. 
Third, the rapid 
influx of people 
into cities has put a strain on 
public services such as educa-
tion, health, and social welfare. 
Fourth, informal settlements and 
poor-quality housing conditions 
have become pressing issues. 

A fifth is equally pressing: in-
creased urbanization has led to en-
vironmental degradation, including 
air and water pollution, loss of green 
space, and waste disposal problems. 

Cities such as Baku, Sumgayit, and 
Ganja are particularly affected by 
industrial pollution due to their 
historical development as industrial 
centers. 

To address these challenges 
and ensure sustainable de-

velopment, Azerbaijani cities must 
implement effective urban plan-
ning and investment management 
strategies. Effective land use plan-
ning is essential to balance residen-
tial, commercial, industrial, and 

recreational needs. 
This prevents over-
crowding and en-
sures harmonious 
development of 
different parts of 
the city. 

Continued in-
vestment in in-
frastructure such 
as transportation 
networks, water 

supply, sewerage systems, and en-
ergy grids is critical to supporting 
economic activity and improving 
the quality of life of residents. 

Meeting the housing needs of 
urban populations, especially low- 
and middle-income groups, is also 
vital. This involves developing af-
fordable housing projects and up-
grading informal settlements. The 
establishment of the State Housing 

Urban areas in Azerbai-
jan are experiencing rapid 
growth and development, 
fueled by a combination of 
natural resource wealth, 
strategic geographic lo-
cation, and economic 

reforms. 
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Construction Agency under 
the President of the Republic of 
Azerbaijan in order to promote 
the implementation of state poli-
cies to improve the quality of life 
and develop the national economy 
by meeting the housing needs of 
Azerbaijani citizens has made a 
significant contribution to this 
zone. 

Urban planning must include 
principles of environmental 
sustainability. This includes pre-
serving green spaces, developing 
public transport, introducing 
waste management systems, and 
introducing renewable energy 
sources. 

Attracting diverse investment 
to urban areas is essential for 
economic diversification and sus-
tainability. This involves creating 
a favorable business environment, 
providing incentives for investors, 
and developing sectors that stimu-
late economic activity. 

Providing access to quality edu-
cational, health, recreational, and 
cultural facilities is critical to im-
proving the quality 
of life of city resi-
dents. Investments 
in social services 
help create inclu-
sive and vibrant 
communities.

Three Case Studies

Baku exemplifies both the 
challenges and successes of 

urban investment management in 
Azerbaijan. The country’s capital 
city has benefited significantly from 
the oil and gas industry, attracting 
significant investment in infrastruc-
ture, real estate, and trade. The city 
is developing modern business dis-
tricts, shopping centers, and resi-
dential complexes. 

Moreover, significant investments 
have been made in modernizing 
Baku’s infrastructure. The Baku 
metro system has been expanded, 
new highways have been built, and 
international standard seaports are 
being developed in the city. 

Despite problems with industrial 
pollution, Baku has made progress 
in achieving environmental sustain-
ability. The city has implemented 
greening projects, including the 
building of new parks and the res-
toration of the Caspian seacoast. 
Waste management systems have 
been improved and efforts to re-

duce air pollution 
continue. Baku has 
developed several 
affordable housing 
projects to meet 
the housing needs 
of its growing 

population. In addition, invest-
ments in health and education 
facilities have improved access to 
basic services.

The materials of Baku’s new 
master plan include several major 
projects that can 
ensure the sustain-
able development 
of the city. The 
master plan pro-
poses to manage 
the load of the 
main node and 
transport system 
using a sub-node system. To meet 
the needs of urban residents in rec-
reational areas, green areas, green 
corridors, landscaping, and lake 
use are proposed. 

However, the absence of a 
working master plan for a long 
time requires that various solu-
tions be proposed, worked on over 
many years, and problems that 
have arisen over time be resolved 
in order for the new master plan to 
work as planned.

Ganja, Azerbaijan’s sec-
ond-largest city, offers in-

sight into managing urban invest-
ment in a smaller city setting. Ganja 
has focused on diversifying its 
economy beyond traditional indus-
tries. Investments in agriculture, 
manufacturing, and tourism were 

prioritized to create new jobs and 
reduce dependence on one sector 
of the economy. 

The city has invested in modern-
izing its transport infrastructure, 
including its road network and 

public transport 
systems. Modern 
utilities and ser-
vices have im-
proved the quality 
of life of residents. 
Ganja has used its 
rich cultural and 
historical heritage 

to attract investment in tourism. 
The restoration of historical sites 
and the development of cultural 
centers have stimulated tourism 
and created economic opportu-
nities. Investments in health and 
education facilities have improved 
access to basic services. The city 
has also focused on providing af-
fordable housing to accommodate 
its growing population.

Currently, work continues on a 
new master plan for Ganja. The 
main goal of the master plan is 
the reclamation of unused indus-
trial areas and their waste dumps, 
which create environmental 
problems, and their use again as 
green or multifunctional areas, 
the transformation of the coastal 
zone into a recreation area, and 
the organization of the transition 

Baku exemplifies both the 
challenges and successes 
of urban investment man-
agement in Azerbaijan.

Ganja, Azerbaijan’s sec-
ond-largest city, offers 
insight into managing 
urban investment in a 

smaller city setting.
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of individual residential buildings 
into multi-apartment residential 
buildings in the city’s settlement 
system. 

In short, Ganja is a city in the 
spotlight. With proper planning, 
this focus can be channeled to 
benefit the city and create a more 
livable and sustainable city model.

Sumgayit, a historically in-
dustrial city, faces unique 

challenges and opportunities in 
managing sustainable urban invest-
ments. Sumgayit has undergone a 
transformation from a highly in-
dustrialized city with significant 
pollution problems to a more diver-
sified economy. 

Priority is now given to invest-
ments in clean industries, tech-
nology parks, and environmental 
restoration. Sumgayit has invested 
in improving living conditions and 
modernizing its infrastructure. The 
city has built new residential areas 
and improved public services to 
improve living standards. Efforts 
to attract a variety of investments 
included the creation of free eco-
nomic zones and industrial parks. 

These initiatives are aimed at cre-
ating new economic opportunities 
and improving quality of life.

Investment Attractiveness

The attractiveness of 
Azerbaijani cities for invest-

ment depends on several factors. 
Cities that can effectively manage 
these factors can attract and retain 
investment, promoting economic 
growth and development. The pres-
ence of well-developed infrastruc-
ture such as transport networks, 
communication systems, and util-
ities is a major factor influencing 
investment decisions. Investors 
are looking for locations with reli-
able infrastructure to support their 
operations. 

A favorable regulatory environ-
ment, including clear policies, 
streamlined processes, and incen-
tives for investors, can significantly 
increase the attractiveness of urban 
areas. Reducing bureaucratic hur-
dles and ensuring legal protec-
tion for investors are important 
considerations. 

The size and purchasing power of 
the urban population also plays a de-
cisive role in attracting investment. 
Cities with large and affluent popu-
lations offer a significant market for 
goods and services, making them 
more attractive for business. 

The overall quality of life in urban 
areas, including safety, health care, 

education, and recreational facili-
ties, can influence investment deci-
sions. Cities that offer a high quality 
of life are more likely to attract 
skilled workers and businesses. 

Economic stability and growth 
prospects are important factors for 
investors. Cities in countries with 
stable economies, low inflation, 
and positive eco-
nomic prospects 
are more attractive 
for investment. 

Investors are 
also increasingly 
considering envi-
ronmental factors 
in their decisions. 
Cities that promote 
sustainable development, green 
spaces, and green practices are 
more likely to attract environmen-
tally conscious investors. 

Proximity to natural resources 
such as water bodies, forests, and 
minerals can influence investment 
decisions. Lastly, cities with access 
to ports, airports, and logistics 
hubs are attractive for trade and 
commerce.

Achieving a balance between 
attracting investments and 

ensuring sustainable urban devel-
opment is crucial for the long-term 
growth and livability of Azerbaijani 

cities. This involves crafting pol-
icies and strategies that promote 
balanced development across dif-
ferent urban zones and prevent the 
over-concentration of investments 
in specific areas.

Six such policies and strategies 
rise to the mind. First, targeted use 
of urban areas. These include rec-

lamation of unused 
industrial areas, 
landfills and state 
funding of roads, 
communicat ion 
systems, and green 
spaces. These pro-
duce an increase in 
investment attrac-
tiveness. Unused 
areas can be trans-

formed into locations that feature 
interesting and innovative projects, 
which also has a positive effect on 
the urban environment.

Second, public-private part-
nerships. Collaboration between 
the public and private sectors is 
essential for the effective devel-
opment of the city. Public-private 
partnerships (PPPs) can leverage 
the expertise and resources of the 
private sector to deliver infrastruc-
ture projects, housing, and social 
services.

Third, incentives for balanced 
development. Providing incentives 

Achieving a balance be-
tween attracting invest-
ments and ensuring 
sustainable urban develop-
ment is crucial for the long-
term growth and livability 

of Azerbaijani cities.
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for investment in underdeveloped 
or less attractive areas can promote 
balanced urban development. This 
includes tax breaks, subsidies, and 
grants for businesses that invest in 
these areas.

Fourth, master planning. 
Developing a comprehensive 
city master plan helps guide de-
velopment activities and ensures 
alignment with long-term goals. 
Master planning involves stake-
holder engagement, data anal-
ysis, and scenario planning to 
create a sustainable and inclusive 
vision for the city.

Fifth, community participation. 
Involving local communities in 
planning and decisionmaking 
is critical to creating inclusive 
urban environments. Community 
participation helps identify res-
idents’ needs and priorities and 
ensures that development proj-
ects benefit all segments of the 
population.

Sixth, monitoring and evalu-
ation. Regular monitoring and 
evaluation of urban development 
projects is necessary to assess 
their impact and make necessary 
adjustments. This ensures that 
the investment will produce the 
desired results and contribute to 
the overall development goals of 
the city.

Balanced Development 
in Baku

Baku offers valuable informa-
tion on the challenges and 

successes of achieving balanced 
urban development. The city has 
implemented several strategies to 
attract investment. The city has in-
vested heavily in upgrading its in-
frastructure to support economic 
activity and improve the quality 
of life for residents. Major infra-
structure projects include the ex-
pansion of the Baku Metro system, 
the construction of new highways 
and bridges, and the development 
of modern airports and seaports. 
These investments have improved 
connectivity within the city and 
with other regions, facilitating trade 
and commerce. 

Moreover, Baku has introduced 
new zoning rules to control land 
use and prevent excessive concen-
tration of activity in certain areas. 
These rules ensure a balanced dis-
tribution of residential, commer-
cial, industrial, and recreational 
uses. The city has designated zones 
for business and residential areas, 
industrial areas, and green spaces, 
which contribute to harmonious 
urban development. 

Baku has also used PPPs to accel-
erate urban development projects. 

PPPs have played an important role 
in the development of infrastruc-
ture, housing, and social services. 
For example, the development 
of the White City Baku project, a 
large-scale urban renewal initiative, 
involved collaboration between 
the public and private sectors. The 
project aims to transform a former 
industrial area into a modern, sus-
tainable urban area with residential, 
commercial, and leisure facilities. 

In addition, Baku has made prog-
ress in promoting environmental 
sustainability through various ini-
tiatives. The city has implemented 
greening projects, including the 
building of new parks and the 
restoration of the Caspian sea-
coast. Waste management systems 
have been improved and efforts 
to reduce air pollution continue. 
These initiatives contribute to the 
improvement of the urban environ-
ment and improve the quality of life 
of residents.

Baku has recognized the im-
portance of public participation 
in urban development. The city 
has involved local communities in 
the planning and decisionmaking 
process for various projects. Public 
consultations and stakeholder 
meetings were held to gather in-
formation and ensure development 
initiatives met residents’ needs and 
priorities. This approach helps 

build a sense of ownership and sup-
port for city projects.

Housing Challenges

Housing is a critical aspect 
of urban development, and 

Azerbaijani cities face significant 
challenges in providing afford-
able and quality housing for their 
growing populations. Addressing 
these challenges requires compre-
hensive strategies that involve both 
the public and private sectors. 

Cities in Azerbaijan have launched 
several affordable housing initia-
tives to meet the housing needs of 
low- and middle-income groups. 
These initiatives include the con-
struction of new housing units, the 
renovation of existing structures, 
and the development of govern-
ment-supported housing projects. 
For example, programs have been 
implemented in Baku to provide af-
fordable housing to young families 
and low-income households. 

Many urban areas in Azerbaijan 
have informal settlements that lack 
basic infrastructure and services. 
Modernizing these settlements is 
essential to improve living condi-
tions and ensure social inclusion. 
This includes ensuring access to 
public services, sanitation, health 
care, and education. 
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PPPs play a critical role in solving 
housing problems, which can 
leverage the expertise and resources 
of the private sector to develop 
housing projects that meet the 
needs of different income groups. 

Access to affordable finance is 
essential to expanding housing op-
portunities. Azerbaijani cities have 
explored various financing mecha-
nisms to support housing construc-
tion. These include government 
subsidies, low-interest loans, and 
mortgage programs. For example, the 
State Housing Development Agency 
(MIDA) in Azerbaijan provides fi-
nancing options for eligible families 
to purchase affordable housing. 

Promoting sustainable housing 
development is critical to en-
suring environmental and social 
well-being. Azerbaijani cities are 
increasingly using green building 
methods and energy-efficient tech-
nologies in housing projects. This 
includes using renewable energy, 
creating green spaces, and imple-
menting waste reduction measures. 
For example, the White City project 
in Baku emphasizes sustainable de-
sign principles and aims to create a 
green, livable urban area.

The problem of one- and 
two-story private residential 

buildings built without permis-
sion in the cities of Azerbaijan is a 

serious problem in urban planning 
and management. Unauthorized 
structures often do not comply with 
a city’s master plan or zoning reg-
ulations, leading to uncontrolled 
urban sprawl and inefficient use 
of land. Buildings constructed 
without proper permits may not 
meet safety standards, creating a 
risk to occupants and the public. 
These structures can put strain 
on existing infrastructure such as 
roads, water, and sewer systems be-
cause they are not factored into city 
development plans. Unauthorized 
structures can lead to legal disputes 
over the ownership and use of land, 
complicating property rights and 
urban governance.

One of the possible solutions is 
to implement a program to regulate 
existing unauthorized structures by 
assessing them for compliance with 
safety and zoning standards. If they 
meet the necessary criteria, they 
can be legalized with fines and fees 
to deter future violations. 

Meanwhile, city planners must 
be empowered to more effectively 
monitor and enforce building 
codes. This includes increasing in-
spections and introducing stricter 
penalties for violations. 

Educating the public about 
the importance of obtaining ap-
propriate building permits and 

following building 
codes is another 
approach. This can 
help reduce the 
number of unau-
thorized buildings. 

Simplifying and 
streamlining the 
building permit 
process to make it 
easier for people to 
comply with regulations is yet an-
other approach. This may include 
reducing bureaucratic hurdles and 
making the process more trans-
parent and accessible. The author-
ities should also provide incentives 
for property owners to comply with 
building codes, such as tax breaks 
or subsidies for those who obtain 
the necessary permits and comply 
with building standards. 

Moreover, the authorities should 
also incorporate existing unautho-
rized structures into official urban 
development plans by upgrading 
and upgrading infrastructure to 
ensure they comply with safety and 
zoning standards. 

Finally, involving local communi-
ties in the urban planning process 
to ensure their needs and perspec-
tives are considered should be 
implemented, which can help gain 
public support for law enforcement 
efforts.

Similar prob-
lems have been 

addressed in other 
countries through 
r e g u l a r i z a t i o n 
schemes and com-
munity participa-
tion. For example, 
in India, the gov-
ernment has in-
troduced regular-
ization schemes in 

various states where unauthorized 
structures are assessed for compli-
ance and, if they meet certain cri-
teria, are regularized after paying 
fines.

In Brazilian cities such as Rio de 
Janeiro, the government has im-
plemented programs to integrate 
informal settlements (favelas) into 
the formal urban structure by pro-
viding basic services and upgrading 
infrastructure.

Addressing the problem of 
unauthorized construction in 
Azerbaijan’s cities requires a multi-
faceted approach, including regula-
tory reforms, public participation, 
and infrastructure development. 
By learning from foreign examples 
and adapting solutions to the local 
context, Azerbaijani cities can cope 
with and mitigate the problems 
created by unauthorized residential 
buildings.

By learning from foreign 
examples and adapting 
solutions to the local con-
text, Azerbaijani cities 
can cope with and miti-
gate the problems created 
by unauthorized residen-

tial buildings.
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Promoting Economic 
Development

Economic development is a 
key driver of urban growth 

and prosperity. Azerbaijani cities 
pay special attention to attracting 
a variety of investments to create 
jobs, stimulate economic activity, 
and improve the quality of life of 
residents. 

A favorable business environ-
ment is necessary to attract in-
vestment. Azerbaijani cities have 
implemented various measures 
to improve the business climate, 
including streamlining regulatory 
processes, providing incentives, 
and strengthening legal protection 
for investors. In Baku, for example, 
business centers and free economic 
zones have been created to attract 
domestic and foreign investors. 

Small and medium-sized enter-
prises (SMEs) play a vital role in 
economic development and job 
creation. Azerbaijani cities are 
supporting SMEs through various 
initiatives, such as providing access 
to finance, offering business devel-
opment services, and creating net-
working opportunities. In Ganja, 
local authorities have created small 
and medium-sized business devel-
opment centers to support entre-
preneurs and promote innovation. 

Diversifying the economy by de-
veloping key sectors is critical to 
long-term growth. Azerbaijani cities 
focus on sectors such as tourism, 
technology, agriculture and man-
ufacturing. Sumgayit, for example, 
is developing technology parks and 
industrial zones to attract invest-
ment in environmentally friendly 
industries and technology-oriented 
businesses. 

A skilled workforce is essen-
tial for economic development. 
Azerbaijani cities are investing in 
education and training programs 
to improve workforce skills and 
meet labor market needs. Baku 
has established several vocational 
training centers and partnerships 
with educational institutions to 
provide training in various fields, 
including technology, healthcare, 
and hospitality. 

Azerbaijani cities have a rich 
cultural and historical heritage 
that can be used for economic 
development, especially in the 
tourism sector. Cities like Ganja 
are restoring historical sites and 
developing cultural centers to at-
tract tourists and create economic 
opportunities. The development 
of cultural tourism not only stim-
ulates the local economy, but also 
preserves and celebrates the coun-
try’s heritage. 

Ensuring social inclusion and im-
proving the quality of life of all resi-
dents is a fundamental goal of urban 
development. To achieve this goal, 
Azerbaijani cities are implementing 
various strategies. Access to quality 
healthcare and education is crit-
ical to improving the well-being 
of residents. Azerbaijani cities are 
investing in healthcare facilities, ex-
panding access to medical services, 
and improving the quality of educa-
tion. Baku has built several modern 
hospitals and clinics, and the city 
has also focused on improving 
educational in-
frastructure, in-
cluding schools 
and universities. 

Recreational and 
cultural amenities 
improve the quality 
of life for residents 
and create vibrant 
urban communi-
ties. Parks, sports complexes, cul-
tural centers, and entertainment 
venues are being developed in 
the cities of Azerbaijan to provide 
residents with recreational oppor-
tunities. In Sumgayit, for example, 
the city has built many parks and 
cultural centers to promote so-
cial interaction and community 
participation. 

Azerbaijani cities are adopting 
universal design principles to create 

accessible public spaces, transport 
systems and buildings. In Baku, 
for example, initiatives have been 
implemented to improve the ac-
cessibility of public transport and 
pedestrian infrastructure.

Future Directions 

As Azerbaijani cities con-
tinue to grow and evolve, 

several future directions can guide 
urban investment management 
to achieve sustainable and inclu-

sive development. 
Embracing smart 
city technolo-
gies can enhance 
urban manage-
ment and improve 
residents’ quality 
of life. Azerbaijani 
cities can imple-
ment smart solu-
tions in areas such 

as transportation, energy, waste 
management, and public services. 
These technologies can optimize 
resource use, reduce environ-
mental impact, and provide better 
services to residents. 

Addressing climate change 
and building climate resilience 
are critical for sustainable urban 
development. Azerbaijani cities 
can implement climate adapta-
tion measures, such as improving 

As Azerbaijani cities con-
tinue to grow and evolve, 
several future directions 
can guide urban invest-
ment management to 
achieve sustainable and 

inclusive development. 
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drainage systems, enhancing green 
infrastructure, and promoting sus-
tainable building practices. These 
efforts can mitigate the impact of 
climate change and enhance the 
city’s resilience to environmental 
challenges. 

Promoting balanced regional 
development is essential for re-
ducing disparities and ensuring 
equitable growth. Azerbaijani 
cities can develop regional de-
velopment strategies that focus 
on enhancing connectivity, 
supporting rural areas, and pro-
moting economic opportunities 
across different regions. This can 
prevent over-concentration of 
development in specific urban 
centers and ensure that all regions 
benefit from economic growth. 

Fostering innovation and entre-
preneurship is crucial for driving 
economic growth and creating job 
opportunities. Azerbaijani cities 
can establish innovation hubs, sup-
port startup ecosystems, and pro-
mote research and development 
activities. Encouraging a culture of 
innovation can attract talent and 
investments, contributing to the 
city’s economic vitality. 

Promoting sustainable mobility 
is essential for reducing traffic 
congestion, improving air quality, 
and enhancing residents’ quality 
of life. Azerbaijani cities can invest 
in public transportation systems, 
develop pedestrian and cycling 
infrastructure, and promote the 
use of electric vehicles. Sustainable 
mobility initiatives can create a 
more efficient and environmen-
tally friendly urban transportation 
system. 

Managing investments in urban 
areas is a complex but crucial task 
for ensuring the sustainable de-
velopment of Azerbaijani cities. 
Effective urban planning and in-
vestment management can address 
the challenges of rapid urbaniza-
tion, such as economic disparities, 
social inequalities

The foregoing six future di-
rections can ensure that 

Azerbaijani cities—this article has 
focused on three of them—can sus-
tainably develop and continue to 
prosper well into the future. City 
planners and state officials have 
their work cut out for them, but ap-
pear ready to meet the challenges of 
urban development head on. BD
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