
92 2021 Index of Economic Freedom

 

ECONOMIC FREEDOM SCORE

RECENT FREEDOM TREND QUICK FACTS

0 50 60 70 80 100

HISTORICAL INDEX SCORE CHANGE

2017 2018 2019 2020 2021

50

60

70

80

63.6 64.3 65.4

69.3 70.1

REGIONAL
AVERAGE
(EUROPE REGION)

WORLD
AVERAGE 70.161.6

▲ UP 0.8 POINT▲ UP 0.8 POINT70.1

(SINCE 1996): +40.1

MOSTLY FREE

2338
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

2019 data unless otherwise noted. Data compiled as of September 2020

AZERBAIJAN

BACKGROUND: President Ilham Aliyev was elected to a fourth term in 2018 amid allegations of electoral 
fraud. His father, Heydar, ruled Azerbaijan as a Soviet republic and later as an independent country until his 
death in 2003, when his son succeeded him. Armenia’s decades-long occupation of parts of Azerbaijani 
territory ended after more than six weeks of heavy fighting in 2020 when both sides agreed to a Russian- 
backed peace plan. Efforts to boost Azerbaijan’s energy production are underway. Construction of the 
Southern Gas Corridor, which will increase gas exports, is nearing completion. Some non-energy segments 
of the economy, such as agriculture, logistics, and information technology, require more development.

Azerbaijan’s economic freedom score is 70.1, making its economy the 
38th freest in the 2021 Index. Its overall score has increased by 0.8 

point, primarily because of an improvement in government integrity. 
Azerbaijan is ranked 23rd among 45 countries in the Europe region, 
and its overall score is equal to the regional average but above the 
world average.

The economy of Azerbaijan continues to benefit from greater economic 
freedom. The country’s overall score in 2021 crossed the threshold 
into the mostly free category. To maintain that status, the government 
will need to build on progress it made this year on the three Index 
rule-of-law indicators: property rights, judicial effectiveness, and govern-
ment integrity.

IMPACT OF COVID-19: As of December 1, 2020, 1,433 deaths had been 
attributed to the pandemic in Azerbaijan, and the economy was forecast 
to contract by 4.0 percent for the year.

POPULATION: 
10.0 million

GDP (PPP): 
$187.3 billion
2.3% growth in 2019
5-year compound 
annual growth 0.4%
$15,001 per capita

UNEMPLOYMENT: 
5.5%

INFLATION (CPI): 
2.6%

FDI INFLOW: 
$1.5 billion

PUBLIC DEBT: 
18.0% of GDP
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Reforms related to registering property, obtaining credit, 
protecting minority investors, and enforcing contracts were 
implemented in 2019, but state-backed real estate projects 
entailing forced evictions, unlawful expropriations, and dem-
olitions without notice impede property rights. The judiciary 
is corrupt and subservient to the executive, and courts lack 
political independence. Despite progress in such sectors as 
public services delivery, traffic police, and public education, 
corruption remains pervasive.

The top individual income tax rate is 25 percent, and the top 
corporate tax rate is 20 percent. The overall tax burden equals 
13.0 percent of total domestic income. Government spending 
has amounted to 34.1 percent of total output (GDP) over 
the past three years, and budget surpluses have averaged 
4.2 percent of GDP. Public debt is equivalent to 18.0 percent 
of GDP.

The business and labor environments have deteriorated 
slightly with a new labor tax contribution and less efficient 
insolvency procedures. The value added per worker has 
decreased. Ongoing subsidies for such goods as alcohol, 
drugs, energy, food and other agricultural products, and 
electricity create price distortions in the economy.

Azerbaijan has five preferential trade agreements in force. 
The trade-weighted average tariff rate is 8.5 percent, and 
nontariff barriers impede some transactions. Azerbaijan is not 
yet a member of the World Trade Organization. The country 
has gradually been moving toward greater diversification 
of its economy. The financial sector is stable but dominated 
by state-owned banks. No restrictive measures have been 
introduced in the capital market.
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