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The Mineral Industry of Azerbaijan
By Richard M. Levine and Glenn J. Wallace
Azerbaijan produced a range of metals and industrial
minerals, which included alumina, aluminum, iron ore, and
steel. Its major importance as a world mineral producer,
however, was based on its oil industry. The country had been
a significant crude oil producer for more than a century but
the focus since independence in 1991 was on developing
offshore resources in the Caspian Sea. In 2007, oilfield and
gasfield development were concentrated in two projects: the
Azeri-Chirag-Guneshli (ACG) offshore oilfields and the Shah
Deniz offshore gas condensate field (State Oil Company of the
Republic of Azerbaijan, 2008).
Minerals in the National Economy
In 2007, the gross domestic product (GDP) in Azerbaijan
increased by an estimated 25% compared with that of 2006,
with GDP growing in the nonoil sector by 11%. From January
through November 2007, the country’s foreign trade turnover
increased by 2% compared with the same period in 2006;
the value of exports decreased by 2.9%, and that of imports
increased by 8.1%. Crude oil composed 53.69% of the total value
of exports; petroleum refinery products, 26.95%; aluminum
products, 1.44%; and ferrous metals and products, 1.21%
(Interfax Russia & CIS Statistics Weekly, 2008; U.S. Central
Intelligence Agency, 2009).

foreign oil companies, as well as two major pipeline agreements
with international consortia for the Baku-Tbilisi-Ceyhan (BTC)
oil pipeline and the Baku-Tblisi-Ezurum (BTE), or Southern
Caucasus, pipeline (Azerbaijan International, 2009).
The Azerbaijan International Oil Consortium (AIOC),
which was developing the ACG offshore oilfields, consisted
of SOCAR; Inpex Corp. and Itochu Corp. of Japan; Statoil
ASA of Norway; Turkiye Petrollirti Anonim Ortaklig (TPAO)
of Turkey; BP p.l.c. of the United Kingdom; Chevron Corp.,
Devon Energy Corp., and Exxon Mobil Corp. of the United
States; and Delta/Hess, a joint of venture between Delta Oil
of Saudi Arabia Co. and Amerada Hess Corp. of the United
States. The international consortium developing the Shah Deniz
gas condensate field consisted of BP, LukAgip [a joint venture
of OAO LUKOIL Co. of Russia and Agip (a subsidiary of
Eni S.p.A. of Italy)], National Iranian Oil Co. (NICO), SOCAR,
Statoil, Total S.A. of France, and TPAO (EIA).
The country’s aluminum industry was controlled by the
Open Joint Stock Company (OJSC) Azerbaijan Aluminium
(Azeraluminium, or Azeral) concern, which is composed of the
Sumgait aluminum smelter, the Gyandzha alumina refinery, and
Zaglik alunite mine.
Commodity Review
Metals

Production
In 2007, industrial production increased by 24% compared
with that of 2006; production of natural gas and crude oil
increased by 78% and 36%, respectively. Production in the
oil refining sector increased by 7.3%. In the metals sector,
Azerbaijan was a small producer of metal products, but in
2007, significant percentage increases were recorded for some
products. Aluminum production increased by 23% compared
with that of 2006 and iron ore production increased by 56%, but
alumina production decreased by almost 50%. A sharp increase
was recorded for crude steel output, but this increase seemed to
put steel output more in line with recent historic trends than to
represent a new higher level of output. In the industrial minerals
sector, the results were mixed; output of bentonite, cement,
and sulfuric acid increased but output of caustic soda, gypsum,
limestone, salt, and construction sand decreased. Data on
mineral production are in table 1.
Structure of the Mineral Industry
The State Oil Company of the Republic of Azerbaijan
(SOCAR) is a Government-owned entity that is responsible
for all aspects of exploration and development of onshore and
offshore oilfields and gasfields in Azerbaijan. SOCAR employed
70,000 people. Since 1994, SOCAR had signed 25 major
production-sharing agreements (PSAs) with consortiums of
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Aluminum.—Azeral planned to increase aluminum
production to 60,000 metric tons per year (t/yr) by 2009. Output
at the Sumgait smelter was to increase with the addition of
two new pot lines in 2007. Also, a new smelter with a capacity
of 100,000 t/yr was to be built in Ganca, which would raise
Azeral’s total capacity to 160,000 t/yr of aluminum. First output
from the new smelter was projected for 2009 (Interfax Russia
& CIS Metals and Mining Weekly, 2007a). The terms of a
tender awarded to a Dutch firm for the management of Azeral
called for investment of $600 million during a 5-year period to
increase output to 250,000 t/yr of aluminum, 90% of which was
to be exported (Babe-Zade and others, 2007).
In 2007, Azerbaijan produced 185,000 metric tons (t)
of alumina, which was about one-half the amount that it
had produced in 2006 and well below the peak amount of
400,000 t/yr that it had produced in Soviet times. Alumina was
sent to Sumgait for smelting, and the remainder was exported
to Tajikistan. When the new Ganca smelter begins operating,
the majority of the alumina would be consumed domestically to
produce aluminum (Interfax Russia & CIS Metals and Mining
Weekly, 2007b).
Iron Ore.—Iron ore was extracted from the Dashkesan
skarn-magnetite deposit in the central part of the county.
Dashkesan reportedly had 300 million metric tons (Mt) of
reserves with an iron content of between 45% and 60% assessed
according to the Soviet reserve classification system. The ore
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also contained up to 0.04% cobalt and vanadium, which
presented the possibility of recovering these elements in the ore
or from waste. A separate cobalt deposit located in the northern
part of the Dashkesan deposit had been mined in the past.
On December 30, 2006, an agreement was signed between the
Government of Azerbaijan and a number of foreign companies
to explore and develop the Chovda, the Dagkeseme, the Geida,
and the Karabakh iron ore deposits and the Kokhnemden field
and the Kurekchai Basin. Exploration was to be conducted
within 48 months, although this could be extended for an
additional 16 months, if needed (Interfax Russia & CIS Metals
and Mining Weekly, 2007a).
Industrial Minerals
Iodine and Bromine.—Azerbaijan was producing iodine
and bromine from brines at the Baku and the Novoneftechala
iodine and bromine plants. The two plants produced 440 t/yr and
800 t/yr of iodine, respectively, and 4,600 t/yr and 3,000 t/yr of
bromine, respectively. These brines also contained commercial
quantities of strontium, which were not being extracted
(Baba-Zade and others, 2007).
Mineral Fuels
Natural Gas.—In 2007, Azerbaijan produced about
10.8 billion cubic meters of natural gas, which was a 78%
increase compared with that of 2006. The increase in gas
production resulted from the commissioning of production at
the Shah Deniz field and increased associated gas production
by AIOC and SOCAR. About 60% of natural gas output was
produced by Azneft (a state-owned oil company that was a
subsidiary of SOCAR). The remainder was produced by joint
ventures, the largest of which, in terms of output, was AIOC
(U.S. Energy Information Administration, 2007b).
Azerbaijan’s major natural gas production increases were
expected to come from the development of the Shah Deniz
offshore natural gas and condensate field; this field was
estimated by industry analysts to be one of the world’s largest
natural gas fields discovered in the past 20 years. Shah Deniz is
located offshore approximately 95 kilometers (km) (60 miles)
southeast of Baku (U.S. Energy Information Administration,
2007b).
Development of the eastern part of the Shah Deniz deposit
started in December 2006. By June 2008, four wells were in
operation and had an average daily output of 19 million cubic
meters of gas and 4,500 t of condensate. The fifth development
well was under construction. From the start of production at
Shah Deniz to June 2008, 5.9 billion cubic meters of gas and
1.6 Mt of condensate was produced. Gas extraction from Shah
Deniz was projected to increase to 22 billion cubic meters
by 2015. If large-scale development of Shah Deniz were
undertaken, production could increase to 35 billion cubic meters
per year (State Oil Company of Azerbaijan, 2008).
In Azerbaijan, with the further development of ACG and
Shah Deniz and the possibility of opening new gas-condensate
deposits in the Azerbaijan sector of the Caspian Sea, the volume
of gas production was expected to increase to 21 billion cubic
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meters in 2010 and to 36 billion cubic meters in 2015 (State
Oil Company of the Republic of Azerbaijan, 2008). With
the development of Shah Deniz, Azerbaijan was expected
eventually to become a net natural gas exporter. Gas purchases
from Russia were officially suspended in early 2007 when Shah
Deniz started producing. Azerbaijan’s natural gas exports were
mainly transported through the BTE pipeline, which is 715 km
in length and 1,066 millimeters (mm) (42 inches) in diameter.
It runs parallel to the BTC pipeline for most of its route before
connecting to the Turkish gas pipeline network near the town of
Horasan. The pipeline had the capacity to transport 233 billion
cubic feet (about 6.6 billion cubic meters) per year, which
could be increased eventually to 700 billion cubic feet (almost
20 billion cubic meters) per year (U.S. Energy Information
Administration, 2007b; State Oil Company of Azerbaijan, 2008).
Petroleum.—In 2007, crude oil production in Azerbaijan
reached 42.5 Mt, which was a 36% increase compared with
production in 2006. Since 1997, most of the increase in
Azerbaijan’s oil production had come from AIOC’s operations
at the ACG fields. Extraction at AGC was carried out from
platforms established in the Chirag area; in the central, eastern
and western parts of the Azeri deposit; and from the deepwater
part of the Guneshli deposit. In the AGC fields, 46 wells were
in operation. Daily extraction was more than 800,000 barrels
(110,000 t) of oil. The ACG group of oilfields produced more than
65% of the country’s oil, and this share was expected to increase
(State Oil Company of the Republic of Azerbaijan, 2008).
AIOC also has contributed more than 70% of Azerbaijan’s
total crude oil exports (U.S. Energy Information Administration,
2007c). Implementation of the program for full-scale
development of the ACG deposits and also the possibility of
developing other new oil and gas condensate offshore deposits
enabled SOCAR to predict substantial growth in oil production
to between 66 and 67 million metric tons per year (Mt/yr) in
2015. According to industry journals, estimates of Azerbaijan’s
proven crude oil reserves range between 7 and 13 billion
barrels (about 950 Mt to 1.77 billion metric tons [Gt]). SOCAR
reportedly estimated proven oil reserves to be 925 Mt of oil
(State Oil Company of the Republic of Azerbaijan, 2008).
In addition to the existing Northern “Baku-Novorossiysk”
pipeline, which was built in 1997, and the “Baku–Supsa”
pipeline (also called the Western Early Oil Route), which was
constructed in 1999, the BTC pipeline was commissioned
in May 2006 to deliver Azerbaijan’s oil to Europe and to the
world markets. The BTC pipeline is 1,769 km in length and the
throughput is 1 million barrels per day of oil, or 50 Mt/yr. In
2006, AIOC announced that it would supply only 60% of the oil
for the pipeline, which opened the way for Kazakhstan to ship
oil through the BTC (U.S. Energy Information Administration,
2007c). In addition to new pipeline capacity, SOCAR invested
$350 million to construct the Kulevi oil terminal in Georgia,
which, when finished, would be able to accept two tankers
simultaneously (State Oil Company of the Republic of
Azerbaijan, 2008).
Crude oil was refined domestically at two refineries:
the Azernefteyag (Baku) refinery, which had a capacity of
242,000 barrels per day (bbl/d), and the Heydar Aliev (formerly
Azernefteyagandzhah) refinery, which had a capacity of
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200,000 bbl/d. Refinery utilization rates were as low as 40%.
Both refineries were in need of modernization and pollution
control equipment (U.S. Energy Information Administration,
2007c).
Outlook
The achievement of capacity flow through the BTC pipeline
is expected to enable oil production from the ACG project to
increase (U.S. Energy Information Administration, 2007a). The
development of the Shah Deniz offshore gasfield, in conjunction
with the completion of construction of the BTE pipeline, is
expected to enable Azerbaijan to significantly increase natural
gas production and begin exporting gas. Developments in the
hydrocarbon production sector could spur development in the
metals mining and metallurgical sector owing to increasing
demand for metallic components and machinery needed by the
fuel sector (Baba-Zade and others, 2007).
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TABLE 1
AZERBAIJAN: PRODUCTION OF MINERAL COMMODITIES1, 2
(Metric tons unless otherwise specified)
Commodity
METALS
Alumina
Aluminum, primary and secondary
Iron ore, marketable:
Gross weight
Fe contente
Steel:
Crude
Pipes
INDUSTRIAL MINERALS
Bentonite
Brominee
Caustic soda
Cement
Gypsum
Iodine
Limestone
Salt
Sand, construction
Sulfuric acid
MINERAL FUELS AND RELATED MATERIALS

2003

2004

2005

2006

2007

180,000
18,565

232,000
29,537

315,000
31,762

362,700
31,852

184,500
39,241

3,100
1,800

19,100
9,550

7,300
3,650

11,300
5,650

17,600
8,800

56,354
5,400

90,410
84

286,117
1,257

54,309
14,108

273,393
25,706

NA
3,500
21,600
1,012,700
3,848
349
762,000
7,645
516,600
22,500

r

NA
3,500
24,700
1,427,500

r

r

8,840
400 r
1,273,000
9,234
684,110
26,400

53,700
3,500
30,000
1,537,900

r

28,242
500 r
1,256,443
11,202
662,410
18,800

r

r

50,459
2,000
18,013
1,730,800

35,034
600 r
1,416,038
12,029
986,700 r
19,700 r

22,037
600
1,413,000
7,127
702,100
24,800

40,644
2,000
30,509
1,622,000

Natural gas
thousand cubic meters
5,127,700
4,995,400
5,732,100
6,079,500
10,832,100
Petroleum:
21,993,600
31,186,000 r
42,523,200
Crude
15,251,300
15,548,800 r
8,088,500
Refinery products
6,156,400
6,607,200
7,655,900
7,788,800 r
e
Estimated; estimated data are rounded to no more than three significant digits. rRevised. NA Not available. -- Zero.
1
Table includes data available through January 31, 2010.
2
For some metals, including alunite, arsenic, copper, gold, lead, molybdenum, silver, and zinc, and for a number of industrial minerals that Azerbaijan produced,
data were not sufficient to derive production estimates or to determine if production had ceased.
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TABLE 2
AZERBAIJAN: STRUCTURE OF THE MINERAL INDUSTRY IN 20071, 2
(Metric tons unless otherwise specified)

Commodity
Alumina

Aluminum
Alunite ore
Arsenic
Do.
Do.
Barite
Bauxite
Cement
Clays:
Bentonite
Refractory
Construction materials, including:
Building sawn stone-block

Facing stone
Copper ore
Dolomite
Gemstones, precious and semiprecious
Do.
Gypsum

Major operating companies, main
facilities, or deposits
OJSC Azerbaijan Aluminum [Azeraluminum
(Azeral)]:
Gyandzha refinery
Sumgait smelter
Zaglik alunite mining directorate
Bitibulagh enargite deposit
Daridagh red orpiment-realgar deposit
NA
Azad, Bashgishlag, Chaycand, Chovdar,
Gusgchu, Tonashen, and Zaylik deposits
Permian deposit
Plants at Karadagly and Tauz

Locations or deposit names

Ganca
Sumqayit
Zaglik, Dashcasan Region
Gedabay
Julpha
Dzhul'finskiy Region
Khanlarskiy Region
Nakhichevan Region
Karadagly and Tauz Region

Dash-Salakhlinskoye deposit
Chardakhla deposit

do.
Chardakhla

NA

Aidagh, Dash Salahly, Dilagarda,
Dovlatyarly, Gozdak, Mardacan,
Naftalan, Shahbulag, Zayam deposits
Dashcasan, Gulably, Gulbacht, Shahtahty
deposits
Shamkhorskiy Region
do.
Santon
Gedebey Rayonu
Locations:
Kazakhskiy Region
Nakhichevan Region
Goranboy Region
Process oil well brines at plants in
Baku, Karadagly, and Neftechala
Dashkasan Region
Kokhnemden field, Kurekchai Basin,
and Chovda, Dagkeseme, Geida,
Karabakh iron ore deposits
Ordubadskiy and Norashenskiy
Regions
Dashkasan Region
Near Baku

NA

Iodine and bromine

Karadagskiy complex
Negram and Kobustan deposits
Agate, chalcedony, and heliotrop deposits
Amethyst, garnet, and granite deposits
Deposits:
Agdjakend deposit
Araz deposit
Jukhary Aghjacand anhydrite deposit
Baku, Karadagly, and Novaneftechala plants

Iron ore, marketable
Do.

Dashkasan mining directorate
NA

Lead-zinc ore

Gumushlu deposit

Limestone
Natural gas, processing
Petroleum and natural gas:4
Crude petroleum and gas condensate

Dashkesan deposit
Karadagly plant

Azerbaijan International Oil Consortium
Azeri-Chirag-Gunashi (ACG)
(AIOC) in conjunction with BP p.l.c.
offshore oilfields in Caspian Sea
(United Kingdom), Chevron Corp.
(United States), State Oil Company
of the Republic of Azerbajan (SOCAR),
Inpex Corp. (Japan), Statoil ASA (Norway),
Exxon Mobil Corp. (United States), Turkiye
Petrollirti Anonim Ortaklig of Turkey (TPAO),
Itochu Corp. (Japan), Devon Energy Corp.
(United States), and Delta/Hess [joint venture
of Delta Oil (Saudi Arabia) and Amerada Hess
Corp. (United States)]

Annual
capacitye

400,000
60,000
600,000
NA
NA
NA
NA
NA
2,000,000 3
100,000
NA
320,000

30,000
NA
NA
NA
40,000

3

NA
50,000
NA

3

NA
NA
NA
NA

See footnotes at end of table.

Azerbaijan—2007

5.5

TABLE 2—Continued
AZERBAIJAN: STRUCTURE OF THE MINERAL INDUSTRY IN 20071, 2
(Metric tons unless otherwise specified)
Major operating companies, main
facilities, or deposits

Commodity
Petroleum and natural gas—Continued:4
Crude petroleum and gas condensate—
Continued

Do.
Do.

Do.

Petroleum, refined
Do.
Quartz sands

State Oil Company of the Republic of
Azerbaijan (SOCAR) in conjunction with
international production-sharing agreements
do.
do.

Natural gas

42-gallon barrels
do.

Locations or deposit names
Production from onshore deposits,
which includes deposits on the
Ashperon Peninsula and in the
Izhnekurin Valley
Production from offshore fields
Major pipeline agreements: BakuBaku-Tbilisi-Ceyhan (BTC),
Baku-Tbilisi-Ezurum (BTE
or South Caucasus)
Almost all production from offshore
fields, including Bakharly field

Azneft [a subsidiary of State Oil
Company of the Republic of Azerbaijan
(SOCAR)] in conjunction with international
production-sharing agreements
International consortium consisting of
Shah-Deniz gas condensate field
BP p.l.c. (United Kingdom),
Statoil ASA (Norway), State Oil Company
of the Republic of Azerbaijan (SOCAR),
LukAgip [joint venture of OAO LUKOIL Co.
(Russia) and Agip (a subsidiary of Eni S.p.A.
of Italy)], National Iranian Oil Co. (NICO),
Total S.A. (France), and Turkiye
Petrollirti Anonim Ortaklig of Turkey
(TPAO)
Azernefteyag (formerly Baku) refinery
Baku
Heydar Aliev (formerly Azernefteyagandzhah
do.
and Novo-Baku refinery)
Miocene-Pliocene deposits
Gobustan, Absheron Peninsula,
Guba Region
Hehram and Pusyan deposits
Nakhichevan Region

Annual
capacitye
NA

NA
NA

NA

NA

83,950,000 4
77,380,000 4
10,000

Rock salt
2,500,000
Steel:
Crude
Azerboru JSC
Sumqayit
400,000
Pipe, tubes
Baku Steel Works
Baku
400,000
e
Estimated; estimated data are rounded to no more than three significant digits. Do., do. Ditto. NA Not available.
1
Table includes data available through September 30, 2009.
2
Many location names have changed since the breakup of the Soviet Union. Many enterprises, however, are still named or commonly referred to based on
the former location name, which accounts for discrepancies in the names of enterprises and that of locations. A number of production facilities, which
include those for arsenic, bauxite, copper, and lead-zinc, may not be in operation and information is not adequate to determine if production capacity, if
any, at these facilities exists.
3
Capacity estimates are totals for all enterprises that produce that commodity.
4
Capacity for crude petroleum distillation.
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