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READER’S GUIDE

GENERAL NOTE: The Twelfth Edition of Worldmark Encyclopedia of the Nations (WEN) is comprised of
five volumes. Volume 1 is dedicated to the United Nations and its related agencies. Volumes 2 through 5,
“Africa,” “Americas,” “Asia and Oceania,” and “Europe,” contain entries on the countries of the world.

Reflecting the ever-changing status of the world geopolitical situation, the Twelfth Edition includes en-
tries for 194 countries, one more than the previous edition. This reflects the 2006 decision of Montenegro
to dissolve its relationship with Serbia to become an independent nation in its own right. Seven entries de-
scribe dependencies. This edition no longer includes volume 6, which was entitled World Leaders.

Some notable changes in previous editions include the Eleventh Edition’s inclusion of an entry on East
Timor, coverage of the aftermath of the terrorist attacks of 11 September 2001, and the expansion of the Eu-
ropean Union and the North Atlantic Treaty Organization (NATO). Changes in the Tenth Edition included
recording of the change in status for Macau; as of December 1999 Macau came under Chinese authority,
and thus Macau was incorporated into the China entry (previously it was described under Portuguese Asian
Dependency). Similarly, the entry for United Kingdom Asian Dependency (Hong Kong) was eliminated
with the Ninth Edition; as of 1997 Hong Kong came under Chinese authority and, like Macau, is described
in that country’s entry. Also with the Tenth Edition, the introduction of the euro as currency in the nations
of the European Union was noted. The Eighth Edition of this encyclopedia (1995) reported on the dramatic
changes in the world in the early 1990s, including the dissolution of the USSR, Czechoslovakia, and Yugosla-
via; the unification of Germany; the unification of Yemen; and the independence of Eritrea. These changes
resulted in twenty-five new country articles. Whereas the First Edition of the Worldmark Encyclopedia of the
Nations, in one volume, contained 119 articles, the present Twelfth Edition now contains 201.

In compiling data for incorporation into the Worldmark Encyclopedia of the Nations, substantial efforts
were made to enlist the assistance of the government of every nation in the world, as well as of all pertinent
UN agencies, who cooperated by supplying data and by revising and updating materials relevant to their
sphere of interest. Material received from official sources was reviewed and critically assessed by the editors
as part of the process of incorporation. Materials and publications of the UN family and of intergovernmen-
tal and nongovernmental organizations throughout the world provided a major fund of geographic, demo-
graphic, economic, and social data.

In compiling historical, economic, and political data, primary materials generated by governments and
international agencies were supplemented by data gathered from numerous other sources including news-
papers (most notably The European, the Financial Times, the New York Times, and the Wall Street Journal);
periodicals (most notably Current History, Elections Today, The Economist, the Far Eastern Economic Review,
Foreign Affairs, and World Press Review); and thousands of World Wide Web sites hosted by government
agencies and embassies.

The reader’s attention is directed to the Glossary of Special Terms for explanations of key terms and con-
cepts essential to a fuller understanding of the text.

COUNTRY NAMES: Country names are reported (as appropriate) in three forms: the short-form name
(generally conformed to the U.S. Central Intelligence Agency’s World Factbook 2006), as commonly used in
the text; the English version of the official name (generally conformed to the United Nations list of country
names); and the official name in the national language(s). When necessary, textual usages of some short-
form names have been rectified, usually through the substitution of an acronym for the official name, in
order to strike a better balance between official usages and universal terminology. Thus the following short-
form names have been adopted throughout (except in historical context to preserve accuracy): DROC
(Democratic Republic of the Congo—known as Zaire prior to the Ninth Edition); ROC (Republic of the
Congo); FRG (Federal Republic of Germany); North Korea: DPRK (Democratic People’s Republic of Korea);
and South Korea: ROK (Republic of Korea). In addition, Vietnam has replaced Viet Nam to reflect common
usage.

MAPS: Spellings on the individual country maps reflect national usages and recognized transliteration
practice. To clarify national boundaries and landforms, dark shading has been applied to waters, and lighter
shading to lands not within that nation’s jurisdiction. Cross-hatching has been used to designate certain
disputed areas. Rivers that run dry during certain times of the year are indicated by dashed instead of solid
lines.
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FLAGS AND NATIONAL EMBLEMS: All depictions of flags, flag designations, and national emblems
have been reviewed and, where necessary, corrected or changed to reflect their official usage as of 2006. In
general, the term “national flag” denotes the civil flag of the nation.

CURRENCY: In most cases, currency conversion factors cited in the Twelfth Edition are as of the first
quarter of 2006.

WEIGHTS AND MEASURES: The general world trend toward adoption of the metric system is acknowl-
edged through the use of metric units and their nonmetric (customary or imperial) equivalents through-
out the text. The two exceptions to this practice involve territorial sea limits, which are reported in nautical
miles, and various production data, for which (unless otherwise stated) units of measure reflect the system
in use by the country in question. All tons are metric tons (again, unless otherwise indicated), reflecting the
practice of the UN in its statistical reporting.

HOLIDAYS: Except where noted, all holidays listed are official public holidays, on which government of-
fices are closed that would normally be open. Transliterations of names of Muslim holidays have been stan-
dardized. For a fuller discussion on these points, and for a description of religious holidays and their origins
and meanings, see the Glossary of Religious Holidays in this volume.

GEOGRAPHIC INFORMATION: To update the sections on Location, Size, and Extent; Topography,
Climate, Flora and Fauna, and Environment, the following print publications (and their publishers) were
used: Geo-Data: The World Geographical Encyclopedia (Gale Group), World Development Indicators 2005
(The World Bank), and World Resources (Oxford University Press). Additional data was acquired from these
websites: Library of Congress, Country Studies: Country Profiles (http://lcweb2.loc.gov/frd/cs/profiles.html);
Ramsar Convention on Wetlands (http://www.ramsar.org); UNESCO World Heritage Centre (http://www.
whc.unesco.org); United Nations Environment Programme (http://www.unep.org); Weather Channel: Aver-
ages and Records (http://www.weather.com/common/home/climatology.html); World Conservation Union:
Species Survival Commission (http://www.iucn.org/themes/ssc); World Factbook 2006 (https://www.cia.
gov/cia/publications/factbook).

POPULATION DATA: Data for the four rubrics describing population (Population, Migration, Ethnic
Groups, Languages) were compiled from numerous publications of the U.S. Department of State, the World
Bank, the United Nations, and the Organization for Economic Co-Operation and Development (OECD),
specifically its publication Trends in International Migration. Also consulted were The State of the World’s
Refugees (Oxford University Press) and International Committee of the Red Cross Annual Report (Interna-
tional Committee of the Red Cross)

RELIGIONS: Data for this section were compiled in large part from the 2005 International Religious
Freedom Report released by the Bureau of Democracy, Human Rights, and Labor, U.S. Department of State.
This is an annual report to Congress compiled in compliance with Section 102(b) of the International Reli-
gious Freedom Act (IRFA) of 1998. The 2005 Report covers the period from 1 July 2004 to 30 June 2005 and
includes the work of hundreds of State Department, Foreign Service, and other U.S. government employ-
ees. The authors gathered information throughout this period from a variety of sources, including govern-
ment and religious officials, nongovernmental organizations, journalists, human rights monitors, religious
groups, and academics.

TRANSPORTATION: Sources consulted for updated information on transportation include publica-
tions of the American Automobile Manufacturers Association, the International Road Transport Union,
specifically its publication World Transport Data, and the World Factbook 2006.

HISTORY: In writing the History rubric, a variety of news and background information sources on each
country were used. Full country profiles—including information on the history, economy, political institu-
tions, and foreign relations on most nations of the world—are provided by the U.S. Library of Congress and
by the U.S. Department of State; similar formats are published by the BBC News International version and
The Economist’s Country Briefings feature. In consulting news sources for up-to-date information on events,
only reported facts (not editorials) were used. The New York Times and the Washington Post are more com-
prehensive than the Wall Street Journal, whose focus is placed on financial and business news. While the
website of the United Nations was used extensively in compiling Volume 1 “United Nations,” of the World-
mark Encyclopedia of the Nations, its coverage of such problems as politics in the Middle East and global ter-
rorism pertained to and supported the updating of history rubrics of a number of countries. Other organi-
zations that publish journals or studies on global current events, foreign policy, international relations, and
human rights include Amnesty International; Human Rights Watch; Foreign Affairs, published by the Coun-
cil on Foreign Relations; and Great Decisions, published by the Foreign Policy Association. In addition, the
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official websites of each nation were consulted critically for information that could be gleaned from a state’s
view of its own history and place in the world.

GOVERNMENT: The Government rubric is constructed by outlining the institutions of government as
they were formed throughout a nation’s modern history, up to those existing under the present constitution.
Countries of the World and Their Leaders Yearbook 2006 (Thomson Gale) outlines the form of government
and provides information on political conditions.

The U.S. Library of Congress and the U.S. Department of State chronicle constitutional changes and also
provide information on the form of government. Electionworld and the World Factbook 2006 provide infor-
mation on officeholders in place at the time of publication. The BBC News International “Country Profiles”
cover current leaders and their political parties, and The Economist is comprehensive in its coverage of po-
litical structures and political forces in place and at work in the nations it profiles. The official government
websites of individual nations were also consulted.

POLITICAL PARTIES: Countries of the World and Their Leaders Yearbook 2006 not only lists the politi-
cal parties present in each nation, but provides additional information on the political parties in its “History”
and “Government and Political Conditions” sections. The Economist also has sections in its country brief-
ings labeled “political structure” and “political forces,” which describe the political climate of each nation the
magazine profiles. In addition, The Economist provides a brief history of the nation, which often includes the
history of political parties. Editors reviewed the profiles of selected nations prepared by the U.S. Library of
Congress, which include comprehensive coverage of politics and political parties. The World Factbook 2006
was consulted for a list of political parties, and often, their leaders. The website, Electionworld.org, describes
the major political parties and their leaders, and also lists minor and defunct parties. Political Resources on
the Net, a website, compiles links to a variety of sites useful to the researcher with a critical eye.

LOCAL GOVERNMENT: Countries of the World and Their Leaders Yearbook 2006 lists the administra-
tive subdivisions in each nation of the world; as does the U.S. State Department in its Background Notes, and
the U.S. Central Intelligence Agency in its World Factbook 2006. The Economist was consulted for a descrip-
tion of regional legislatures. The U.S. Library of Congress “Country Profiles” briefings describe administra-
tive divisions and provincial and local government.

JUDICIAL SYSTEM: Countries of the World and Their Leaders Yearbook 2006, Background Notes, and
the World Factbook 2006 all provided basic information on each nation’s judicial system. The Economist
was consulted for a description of the legal systems of each nation it profiles. The U.S. Library of Congress
“Country Profiles” briefings provided more in-depth detail about judicial power and structure in the nations
it profiles. Jurist, a web-based legal news and real-time legal research service based out of the University of
Pittsburgh School of Law in Pittsburgh, Pennsylvania, was consulted as well for concise information on each
nation it profiles.

ARMED FORCES: Statistical data on armed forces was compiled from the World Factbook 2006, The
Military Balance (The International Institute for Strategic Studies), the SIPRI Yearbook (Stockholm Interna-
tional Peace Research Institute), and other print and online sources including Current World Nuclear Arse-
nals maintained by the Center for Defense Information.

INTERNATIONAL COOPERATION: This section was updated using data provided by news agencies
and the following websites: World Factbook 2006 (https://www.cia.gov/cia/publications/factbook) and Back-
ground Notes (http://www.state.gov/r/pa/ei/bgn).

ECONOMY: In addition to numerous official online sources, data on the economies of the world were
compiled from the most recent editions of the following U.S. government publications: National Trade Esti-
mate on Foreign Trade Barriers, Country Commercial Guides, and Economic Policy and Trade Practices. The
Economist was consulted for detailed information on economic structures and select indicators in its “Coun-
try Profiles” archive; it also included economic and political forecasts for the nations it profiled. The U.S.
Library of Congress “Country Profiles” provided a brief historical overview of the economies of the coun-
tries it profiled, in addition to detailing the current state of various sectors of those economies. The Index of
Economic Freedom (Heritage Foundation) was also consulted for its measurement of independent variables
into broad factors of economic freedom.

INCOME: Statistics on national income were obtained from sources published by the United Nations,
The World Bank, and the U.S. Central Intelligence Agency (CIA). CIA figures are for gross domestic product
(GDP), defined as the value of all final goods and services produced within a nation in a given year. In most
cases, CIA figures are given in purchasing power parity terms.
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LABOR: Labor statistics were compiled from World Employment and Yearbook of Labour Statistics (In-
ternational Labour Office—ILO) and the ILO’s website Child Labor Statistics by Country (http://www.ilo.
org/public/english/standards/ipec/simpoc/countries.htm); the World Bank publication World Development
Indicators 2004; and the U.S. State Department’s Human Rights Reports 2005.

AGRICULTURE, FISHING AND FORESTRY: In addition to government sources, statistical data for
these sections was compiled from the following yearbooks published by the Food and Agriculture Organi-
zation of the United Nations: Trade; Fishery Statistics: Commodities; Fisheries; Production; Agriculture; and
Forest Products.

MINING: Data on mining and minerals production came from various online sources and from statistics
compiled by the Minerals Information office of the U.S. Geological Survey, U.S. Department of the Interior,
including Volume III of the Minerals Yearbook. This volume of the Minerals Yearbook is published both elec-
tronically on the Internet and in various print formats available from the U.S. Government Printing Office
Superintendent of Documents. The Yearbook provides an annual review of mineral production and trade
and of mineral-related government and industry developments in more than 175 countries.

ENERGY AND POWER: Key sources consulted include Country Analysis Briefs (U.S. Energy Informa-
tion Administration, U.S. Department of Energy), Key World Energy Statistics (International Energy Agen-
cy), and World Development Indicators (The World Bank).

INDUSTRY : The primary source material for the Industry rubric was the U.S. State Department’s Coun-
try Commercial Guides, which provide a comprehensive look at countries’ commercial environments, using
economic, political, and market analysis. Background Notes were consulted for the information on the in-
dustrial history and climate of each country profiled. Also useful was information contained in the “Country
Profiles” published by the U.S. Library of Congress. The World Factbook 2006 provides a list of key economic
indicators. The Economist and, to a lesser extent, BBC News were useful in providing background material
for the Industry rubric.

SCIENCE AND TECHNOLOGY: The following print sources were consulted: The Nature Yearbook of
Science and Technology (Palgrave Macmillan Publishers Ltd.); NIRAs World Directory of Think Tanks (Na-
tional Institute for Research Advancement); in addition, the following websites were accessed: International
Science and Technology Activity (maintained by Industry Canada, Government of Canada); Economics De-
partments, Institutes, and Research Centers in the World (maintained by the Department of Economics, Uni-
versity of Connecticut); Science and Technology Statistics (maintained by UNESCO Institute for Statistics);
World Development Indicators (maintained by The World Bank); and Annual Statistics (patent and trade-
mark information, maintained by the World Intellectual Property Organization).

DOMESTIC TRADE: Source material for the Domestic Trade rubric came from the U.S. State Depart-
ment’s Country Commercial Guides, Background Notes, and the United Nations publication, International
Trade Statistics Yearbook. Also used was information contained in the “Country Profiles” published by the
U.S. Library of Congress. The Economist and, to a lesser extent, the BBC were consulted in providing back-
ground material for the Domestic Trade rubric. The World Bank’ service “Doing Business” database and the
U.S. Commercial Service’s “Buy USA” website were consulted for information on conducting business in a
nation, which included business hours and business regulations. Finally, most nations’ government websites
provided information on domestic trade.

FOREIGN TRADE: Sources consulted included 2005 International Trade Statistics Yearbook (Depart-
ment of Economic and Social Affairs, Statistics Division, United Nations) and Direction of Trade Statistics
(Real Sector Division, IMF Statistics Department, International Monetary Fund). The U.S. Department of
State’s Country Commercial Guides and Background Notes were also used. The Economist and the World Fact-
book 2006 were consulted in listing import and export partners and key products traded. Various UN bod-
ies—such as UNCTAD and UNESCO—provided up-to-date trade statistics.

BALANCE OF PAYMENTS: Balance of payments tables were computed from the International Mon-
etary Fund’s Balance of Payments Statistics Yearbook. In some cases, totals are provided even though not all
components of those totals have been reported by the government of the country. Accordingly, in some in-
stances numbers in the columns may not add to the total. Supplementing the IMF’s Balance of Payments Sta-
tistics Yearbook were The Economist’s “Country Briefings,” the World Factbook 2006, and information taken
from the U.S. State Department, in particular, the Country Commercial Guides. “Country Profiles” from the
U.S. Library of Congress were also used. Also consulted was the United Nations publication National Ac-
counts Statistics: Main Aggregates and Detailed Tables.

BANKING AND SECURITIES: Statistical data on securities listings and market activity was compiled in
part from Emerging Stock Markets Factbook, 2005 (Standard and Poor’s) as well as from the websites Country



Forecasts (www.countrywatch.com) and International Banking Statistics (www.bis.org/statistics/bankstats.
htm). Various websites specific to the individual countries of the world were also consulted.

INSURANCE: Primary sources for information on insurance include the online resources of the Insur-
ance Information Institute, Rowbotham and Co. LLP,, PricewaterhouseCoopers, the Swiss Reinsurance-
Company, and J. Zakhour & Co., as well as numerous national websites dealing with insurance.

PUBLIC FINANCE: In addition to official government websites, analytical reports from the U.S. Depart-
ment of Commerce, and news reports, the following publications were consulted for standardized statistical
data: World Factbook 2006, International Financial Statistics Yearbook, 2002 (International Monetary Fund),
and Government Finance Statistics Yearbook, 2002 (International Monetary Fund).

TAXATION: Information on Taxation was compiled from country data sheets published by international
accounting firms (Deloitte and Ernst & Young). Addition information was obtained from the U.S. Com-
merce Department and the government websites of the countries of the world.

CUSTOMS AND DUTIES: Information on Customs and Duties was compiled from country data sheets
published by the accounting firms of Deloitte and Ernst & Young. Additional information was obtained
from the U.S. Commerce Department, the World Trade Organization and the government website of the
countries of the world.

FOREIGN INVESTMENT: Source material for the Foreign Investment rubric included the U.S. State
Departments Country Commercial Guides, which provided a comprehensive analysis of the foreign direct
investment environments of the countries of the world, as did the World Bank publication, A Better Invest-
ment Climate for Everyone. The International Monetary Fund’s publications International Financial Statistics
Yearbook and Balance of Payments Statistics Yearbook, and the U.S. State Department’s Background Notes
were consulted for the information on foreign direct investment. Also used was information contained in
the “Country Profiles” published by the U.S. Library of Congress. The Economist was consulted in providing
basic FDI figures and other relevant data.

ECONOMIC DEVELOPMENT: Source material for the Economic Development rubric included the
U.S. State Department’s Country Commercial Guides and Background Notes. The Economist was consulted
for economic and political forecasts for selected nations. The U.S. Library of Congress “Country Profiles”
provided a brief historical overview of the economies of the countries profiled, in addition to detailing the
current state of various sectors of those economies. The Index of Economic Freedom was also consulted for
its broad description of economic freedom and development. Information on foreign aid was taken from
the print publications and websites of the International Monetary Fund, World Bank, and the United States
Agency for International Development (USAID).

SOCIAL DEVELOPMENT: Publications consulted in the preparation of this rubric include 2005 Coun-
try Reports on Human Rights Practice (http://www.state.gov/g/drl/rls/hrrpt/2005/index.htm), International
Save the Children Alliance Annual Report 2004 (Cambridge House), The State of the World’s Children (Oxford
University Press), and the World Development Report (Oxford University Press). Additional information
was obtained from country-specific websites and general news publications.

HEALTH: Statistical sources consulted include Country Health Briefing Papers (a series of reports pro-
duced by IHSD Limited and DFID Health Systems Resource Centre for the United Kingdom Department
for International Development); Health Care Systems in Transition (European Observatory on Health Care
Systems, World Health Organization Regional Office for Europe); Health in the Americas, Volume II (Pan
American Health Organization, World Health Organization) as well as numerous websites on the individual
nations of the world. In addition, country-specific health profiles published by the World Health Organiza-
tion and the World Bank were consulted.

HOUSING: The latest government population and housing census information available was used for
each country through access of official government websites. Also of use was the World Bank publication
World Development Indicators 2005. Topics accessed on the World Bank’s website included Countries and
Regions, Urban Development, and Housing and Land. Other websites consulted included Habitat for Hu-
manity (http://www.habitat.org), United Nations Human Settlements Programme (http://unhabitat.org)
and the U.S. Agency for International Development (USAID—http://www.usaid.gov). USAID topics ac-
cessed included Locations and Urban Programs).

EDUCATION: Data on Education was obtained from various UNESCO publications including World
Education Report, Global Education Digest, Education for All Global Monitoring Report 2005, and the UNES-
CO Statistical Yearbook. Also consulted was EdStats compiled by the World Bank (http://devdata.world-
bank.org/edstats/), the World Factbook 2006 (https://www.cia.gov/cia/publications/factbook), the UNESCO



website’s Country and Regional Profiles (http://www.uis.unesco.org/profiles/), and World Data on Education
(International Bureau of Education).

LIBRARIES AND MUSEUMS: Some information concerning libraries and museums was accessed
through official government websites of various countries when links were available to tourism, education,
and/or cultural ministries or departments. In addition, the following websites were consulted: American
Library Association (http://www.ala.org); International Federation of Library Associations and Institutions
(http://www.ifla.org); Museums of the World (http://www.museum.com); and United Nations Educational,
Scientific, and Cultural Organization (http://www.unesco.org).

MEDIA: Primary sources for this section include the annual Editor ¢» Publisher publication International
Year Book, online data provided by UNESCO, and the media sections of the “Country Profiles” featured on
the website of BBC News. The UNESCO profiles provide key statistics and indicators on education, science
and technology, and culture and communication. In addition, government and other websites related to the
countries of the world were consulted. Additional sources consulted include the publications World Devel-
opment Indicators 2005 (World Bank), World Media Handbook (United Nations), World Factbook 2006, and
2005 Country Reports on Human Rights Practices.

ORGANIZATIONS: Lists of member countries were obtained through the official websites of a vari-
ety of prominent international organizations and associations, such as the International Federation of Red
Cross and Red Crescent Societies, Amnesty International, Kiwanis International, the World Alliance of
YMCAs, the World Organization of the Scout Movement, etc. Associations Unlimited (Thomson Gale) was
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TOURISM, TRAVEL, AND RECREATION: Statistical sources consulted include Yearbook of Tour-
ism Statistics and Compendium of Tourism Statistics, both published by the World Tourism Organization.
Tourism websites of the individual countries were also consulted, as well as the United Nations publication
Schedule of Daily Substinence Allowance Rates and the U.S. Department of State per diem travel allowances
published online at www.state.gov/r/pa/ei/bgn.

FAMOUS PERSONS: Entries are based on information available through March 2006. Where a person
noted in one country is known to have been born in another, the country (or, in some cases, city) of birth
follows the personal name in parentheses.

DEPENDENCIES: Source material for the Dependencies rubric was taken from Background Notes and
from the website of the United Nations. The Library of Congress’s “Country Profiles” archive provided up-
to-date information on dependencies. The Economist and the website of BBC News were also consulted, as
was Countries of the World and Their Leaders Yearbook 2006.

BIBLIOGRAPHY: Bibliographical listings at the end of country articles are provided as a guide to further
reading on the country in question and are not intended as a comprehensive listing of references used in re-
search for the article. Effort was made to provide a broad sampling of works on major subjects and topics as
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GUIDE TO COUNTRY ARTICLES

All information contained within a country article is uniformly keyed by means of small superior
numerals to the left of the subject headings. A heading such as “Population,” for example, carries the
same key numeral (6) in every article. Thus, to find information about the population of Albania,
consult the table of contents for the page number where the Albania article begins and look for sec-
tion 6 thereunder. Introductory matter for each nation includes coat of arms, capital, flag (descrip-
tions given from hoist to fly or from top to bottom), anthem, monetary unit, weights and measures,

holidays, and time zone.
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Islamic State of Afghanistan

U Dowlat-e Eslami-ye Afghanestan

s

@ N/ (P

CAPITAL: Kabul

FLAG: The national flag has three equal vertical bands of black, red, and green, with a gold emblem centered
on the red band; the emblem features a temple-like structure encircled by a wreath on the left and right and
by a bold Islamic inscription above.

ANTHEM: Esllahte Arzi (Land Reform), beginning “So long as there is the earth and the heavens”

MONETARY UNIT: The afghani (AF) is a paper currency of 100 puls. There are coins of 25 and 50 puls and
1, 2, and 5 afghanis, and notes of 10, 20, 50, 100, 500, and 1,000 afghanis. Ar1 = $0.02000 (or $1 = AFr50) as
of 2004.

WEIGHTS AND MEASURES: The metric system is the legal standard, although some local units are still in

use.

HOLIDAYS: Now Rooz (New Year’s Day), 21 March; May Day, 1 May; Independence Day, 18 August. Mov-
able religious holidays include First Day of Ramadan, ‘Id al-Fitr, ‘Id al-’Adha) ‘Ashura, and Milad an-Nabi. The
Afghan calendar year begins on 21 March; the Afghan year 1376 began on 21 March 1997.

TIME: 4:30 pM = noon GMT.

TLOCATION, SIZE, AND EXTENT

Afghanistan is a landlocked country in South Asia with a long,
narrow strip in the northeast (the Wakhan corridor). Afghani-
stan is slightly smaller than the state of Texas, with a total area of
647,500 sq km (250,001 sq mi), extending 1,240 km (770 mi) NE-
sw and 560 km (350 mi) SE-Nw. Afghanistan is bounded on the N
by Turkmenistan, Uzbekistan, and Tajikistan, on the extreme NE
by China, on the E and s by Pakistan, and on the w by Iran, with a
total boundary length of 5,529 km (3,436 mi). Afghanistan’s capi-
tal city, Kabul, is located in the east central part of the country.

TOPOGRAPHY
Although the average altitude of Afghanistan is about 1,200 m
(4,000 ft), the Hindu Kush mountain range rises to more than
6,100 m (20,000 ft) in the northern corner of the Wakhan pan-
handle in the northeast and continues in a southwesterly direc-
tion for about 970 km (600 mi), dividing the northern provinces
from the rest of the country. Central Afghanistan, a plateau with
an average elevation of 1,800 m (6,000 ft), contains many small
fertile valleys and provides excellent grazing for sheep, goats, and
camels. To the north of the Hindu Kush and the central moun-
tain range, the altitude drops to about 460 m (1,500 ft), permitting
the growth of cotton, fruits, grains, ground nuts, and other crops.
Southwestern Afghanistan is a desert, hot in summer and cold in
winter. The four major river systems are the Amu Darya (Oxus) in
the north, flowing into the Aral Sea; the Harirad and Morghab in
the west; the Helmand in the southwest; and the Kabul in the east,
flowing into the Indus. There are few lakes.

Afghanistan has recorded more than 10 earthquakes since 2000.
In March 2002, the most disastrous struck Baghlan near the Hin-
du Kush. The earthquake left nearly than 2,000 dead and 7,000

homeless. On 8 October 2005, Afghanistan was impacted by an
earthquake centered in Kashmir, the Himalayan region divided
by India and Pakistan. The earthquake measured 7.6 on the Rich-
ter scale, and recorded more than 140 aftershocks, one of which
measured at a magnitude of 5.9. Over 50,000 people were killed in
India, Pakistan, and Afghanistan. Another earthquake struck the
Shinkai district of Zabul province on 23 October 2005. There were
five Afghan deaths and six injuries.

3CLIMATE

The ranges in altitude produce a climate with both temperate and
semitropical characteristics, and the seasons are clearly marked
throughout the country. Wide temperature variations are usu-
al from season to season and from day to night. Summer tem-
peratures in Kabul may range from 16°c (61°F) at sunrise to 38°c
(100°F) by noon. The mean January temperature in Kabul is 0°c
(32°F); the maximum summer temperature in Jalalabad is about
46°c (115°F). There is much sunshine, and the air is usually clear
and dry. Rainfall averages about 25 to 30 cm (10 to 12 in); precipi-
tation occurs in winter and spring, most of it in the form of snow.
Wind velocity is high, especially in the west.

4FLORA AND FAUNA

There are over 4,000 plant species, including hundreds of varieties
of trees, shrubs, vines, flowers, and fungi. The country is particu-
larly rich in such medicinal plants as rue, wormwood, and asa-
fetida; fruit and nut trees are found in many areas. Native fauna
include the fox, lynx, wild dog, bear, mongoose, shrew, hedgehog,
hyena, jerboa, hare, and wild varieties of cats, asses, mountain
goats, and mountain sheep. Trout is the most common fish.
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SENVIRONMENT

Afghanistan’s most significant ecological problems are deforesta-
tion, drought, soil degradation, and overgrazing. Neglect, scorched
earth tactics, and the damage caused by extensive bombardments
have destroyed previously productive agricultural areas, and more
are threatened by tons of unexploded ordnance. Afghanistan has
responded to the fuel needs of its growing population by cutting
down many of its already sparse forests. Consequently, by late
2002, between 1 and 2% of Afghanistan’s land area was forest land.
That represented a 33% decrease from 1979. Only about 0.3% of
the total land area is nationally protected.

Another environmental threat is posed by returning refugees
to Afghanistan, of which there were over 4 million in Pakistan,
Iran, and other countries in 2002, who have migrated to Kabul
and other larger cities instead of returning to destroyed villages
and fields. This migration has placed stress on the infrastructure
of those cities, causing increased pollution and worsening sanita-
tion conditions.

According to a 2006 report issued by the International Union
for Conservation of Nature and Natural Resources (IUCN), 12
species of mammals, 17 species of birds, 1 species of reptile, and 1
plant species were threatened. Endangered species in Afghanistan
included the snow leopard, long-billed curlew, Argali sheep, musk
deer, tiger, white-headed duck, Afghani brook salamander, Kabul
markhor, and the Siberian white crane. There were thought to be
fewer than 100 snow leopards by 2002. The country’s Caspian ti-
gers have virtually disappeared.

®POPULATION

The population of Afghanistan in 2005 was estimated by the Unit-
ed Nations (UN) at 29,929,000, which placed it at number 38 in
population among the 193 nations of the world. In 2005, approxi-
mately 2% of the population was over 65 years of age, with another
45% of the population under 15 years of age. There were 107 males
for every 100 females in the country. According to the UN, the an-
nual population rate of change for 2005-10 was expected to be
2.6%, a rate the government viewed as satisfactory. The projected
population for the year 2025 was 50,252,000. The population den-
sity was 46 per sq km (119 per sq mi).

The UN estimated that 22% of the population lived in urban ar-
eas in 2005, and that urban areas were growing at an annual rate
of 5.92%. The capital city, Kabul, had a population of 2,956,000
in that year. Other major population centers and their estimated
populations include Qandahar, 349,300; Mazar-e Sharif, 246,900;
and Herat, 171,500. These figures are unreliable, however, because
many city dwellers have left their urban homes for refuge in rural
areas. Approximately 20% of the population is nomadic.

Two decades of near-constant warfare make Afghanistan’s pop-
ulation—never certain in any case—even more difficult to assess.
As many as three million Afghans are estimated to have died, and
an additional six million sought refuge in Pakistan, Iran, and else-
where in the world. The last official census was taken in 1988. As
of 2006, the Afghanistan Central Statistical Office was preparing
to undertake a new full census of the population.

“MIGRATION

Due to the US-led bombing campaign in 2001-02 carried out
against the Taliban regime, a large Afghan refugee population was
created in surrounding countries. The Afghan refugee population
in Pakistan in 2002 was approximately 3.7 million, and, in Iran and
the west, an additional 1.6 million. Since early 2002, there were
many spontaneous returnees, but the UN High Commissioner for
Refugees (UNHCR) began assisting refugees to repatriate in Feb-
ruary 2002. As of October, more than 1.5 million had returned to
their homes. In 2003, there were an estimated 184,000-300,000
internally displaced persons (IDP) within the country.

In mid-2002, there was a daily influx of homeless migrants into
Kabul, numbering approximately 300-400 families a day. Seventy
percent of Kabul's population was living in illegal structures.

In the summer of 2001, the majority of the over one million in-
ternally displaced persons (IDPs) in Afghanistan had been driv-
en off their land and into refugee camps by ongoing conflict and
four years of drought. After 11 September 2001, the International
Organization for Migration (IOM) began to deliver shelter and
nonfood supplies to help the IDPs survive the Afghan winter. It
dispatched road convoys from Iran, Tajikistan, and Turkmenistan
to destinations in Afghanistan, carrying blankets, winter clothing,
tents, and other essential items. Following the winter, with the de-
feat of the Taliban and the beginning of the spring planting sea-
son, the IOM worked to return the IDPs to their villages from the
refugee camps. The IDP families were offered wheat, seeds, blan-
kets, soap, agricultural tools, and other items. In addition to the
IOM and the UNHCR, the International Committee of the Red
Cross and UNICEF were heavily involved in repatriating refugees.
Despite their efforts, by the end of 2004 the number of repatriated
Afghan refugees dropped by only 2% during the year. The Return
of Qualified Afghans program, designed to bring back Afghan
professionals living abroad, facilitated the return of 150 Afghans
(14 female and 136 male) to take up assignments in Afghanistan
consistent with their professional backgrounds by June 2005.

By the end of 2004, some 2.1 million Afghan refugees were re-
ported by 78 asylum countries. Of the world’s total refugee popu-
lation in 2004, Afghans constituted 23%, continuing to be the larg-
est country of origin of refugees under UNHCR care. Tajikistan
closed its border with Afghanistan in 2004.

According to Human Rights Watch, as of September 2005 one
million Afghanis were displaced within their own country, and
3.7 million refugees were in neighboring countries—1.5 million in
Iran and more than 2 million in Pakistan. All neighboring coun-
tries closed their borders with Afghanistan by September 2005. By
mid-September 2005, the Pakistani government ordered the forc-
ible expulsion of millions of Afghan refugees living in Pakistan’s
tribal areas. In the rush to meet the forced expulsion deadline doz-
ens of children died. In 2005, the net migration rate was an esti-
mated 21.43 migrants per 1,000 population.

8ETHNIC GROUPS

About the middle of the second millennium Bc, Indo-Aryans be-
gan to move into and through the present area of Afghanistan.
Much later came other tribal groups from Central Asia—Pactyes
(from whom the present-day name “Pashtuns” derives), Sakas,
Kushans, Hephthalites, and others—and a procession of Irani-
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ans and Greeks. In the 7th century ap, Arabs arrived from the
south, spreading the new faith of Islam. In the same century, Turks
moved in from the north, followed in the 13th century by Mon-
gols, and, finally, in the 15th century by Turko-Mongols. This mul-
tiplicity of movements made Afghanistan a loose conglomeration
of racial and linguistic groups.

All citizens are called Afghans, but the Pashtuns (the name may
Pushtun’, or “Pukhtun,” and in

» o«

also be written as “Pashtoon
Pakistan as “Pathan”) are often referred to as the “true Afghans”
Numbering about 42% of the population in 2005, they are known
to have centered in the Sulaiman range to the east; it is only in re-
cent centuries that they moved into eastern and southern Afghan-
istan, where they now predominate. They have long been divided

into two major divisions, the Durranis and the Ghilzais, each with
its own tribes and subtribes.

The Tajiks, of Iranian stock, comprise nearly 27% of the popu-
lation and are mainly concentrated in the north and northeast. In
the central ranges are found the Hazaras (about 9%), who are said
to have descended from the Mongols. To the north of the Hindu
Kush, Turkic and Turko-Mongol groups were in the majority un-
til 1940. Each of these groups is related to groups north of the
Amu Darya; among them are the Uzbeks, who number about 9%
of the population. Other groups include the Aimaks, Turkmen,
Baloch, Farsiwans (Persians), and Brahiu. In the northeast are the
Kafirs, or infidels. After their conversion to Islam at the end of the
19th century, they were given the name of Nuristanis, or people
of the light.
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’LANGUAGES

Both Pashtu (or Pushtu) and Dari (Afghan Persian) are the official
languages of the country. Pashtu is spoken by about 35% of the
population while approximately 50% speak Dari. Although Pashtu
has a literature of its own, Dari, the language spoken in Kabul, has
been the principal language of cultural expression, of the govern-
ment, and of business. Both Pashtu and Dari are written primarily
with the Arabic alphabet, however, there are some modifications.
The Hazaras speak their own dialect of Dari. The Turkic languag-
es, spoken by 11% of the population, include Uzbek and Turkmen,
and the Nuristanis speak some seven different dialects belonging
to the Dardic linguistic group. There are about 30 minor languag-
es, primarily Balochi and Pashai, spoken by some 4% of the popu-
lation. Bilingualism is common.

TORELIGIONS

Almost all Afghans are Muslims. Approximately 84% are Sunnis;
15% are Shias; others comprise only 1%. The Pashtuns, most of the
Tajiks, the Uzbeks, and the Turkmen are Sunnis, while the Haz-
aras are Shias. Most of the Sunnis adhere to Hanafi Sunnism, but a
fairly sizable minority of Sunnis adhere to a more mystical version
known as Sufism. The country’s small Hindu and Sikh population
is estimated at less than 3,000.

In 1994 the Islamic militants who called themselves the Tal-
iban—Iliterally “the Seekers,” a term used to describe religious stu-
dents—began to impose their strict form of Islam observance in
the areas that they controlled. The Taliban, composed mostly of
Pashtuns, were puritanical zealots. Women were ordered to dress
in strict Islamic garb and were banned from working or from going
out of their houses unless accompanied by a male relative. Some
men were forced to pray five times a day and grow full beards as a
condition of employment in the government. Under the Taliban,
repression of the Hazara ethnic group, who were predominantly
Shias, was severe.

With the fall of the Taliban and the adoption of a new consti-
tution in January 2004, Islam remains the state religion; however,
the new constitution does allow for religious freedom. The consti-
tution does not indicate a preference for Sunnism and there are no
references made in the document to the use of Shariah law in the
legal code. The document does state that both the president and
vice president must be Muslim. The Shia minority still faces some
discrimination from the Sunni majority.

T'"TRANSPORTATION

Many roads were built in the years prior to 1979 to connect the
principal cities and to open up formerly isolated areas. As of 2003,
Afghanistan had an estimated 34,789 km (21,604 mi) of roads, of
which 8,231 km (5,111 mi) were paved. Roads connect Kabul with
most provincial capitals and with Peshawar in Pakistan through
the Khyber Pass. The road from Herat to Mashhad in Iran was
completed in 1971. The Salang Tunnel through the Hindu Kush,
completed with Soviet assistance in 1964, considerably shortened
the travel time between Kabul and northern Afghanistan. The tun-
nel was modernized in the mid-1980s. However, in May 1997 the
Tajik leader, Ahmad Shah Masud, blew up the southern entrance
of the tunnel in an effort to trap the invading Taliban forces. It was
reopened in January 2002. The Qandahar-Torghundi highway in

the south was completed in 1965. In 2003 there were 29,300 pas-
senger cars and 22,500 commercial vehicles in use.

The Khyber Pass in Pakistan is the best known of the passes
providing land access to Afghanistan. Transit arrangements with
Iran provide an alternative route for its commercial traffic. How-
ever, the great bulk of the country’s trade moves through the for-
mer USSR. At the same time, Afghanistan’s highways are badly
damaged from years of warfare and neglect. Land mines are bur-
ied on the sides of many roads. Over $1.2 billion in international
aid was pledged to rebuilding Afghanistan’s highways in 2002.

The only railways in the country in 2001 were a 9.6-km (6-mi)
spur from Gushgy, Turkmenistan, to Towrghondi; a 15-km (9.3-
mi) line from Termez, Uzbekistan, to the Kheyrabad transship-
ment point on the south bank of the Amu Darya; and a short span
into Spin Baldak in the southeast. There are no navigable rivers ex-
cept for the Amu Darya, on Turkmenistan’s border, which can car-
ry steamers up to about 500 tons. In 2004, there were an estimated
47 airports, 10 of which had paved runways, and 9 heliports (as of
2005). Ariana Afghan Airlines is the national carrier. Most of Ari-
ana Airlines planes were destroyed during the civil war in Afghan-
istan. Ariana lost six of its eight planes in US-led air strikes against
the Taliban. Kabuls international airport reopened to internation-
al humanitarian and military flights in late January 2002 after the
UN’s Security Council lifted the ban early that month, and it be-
gan international flight service to Delhi, India, soon after.

T2HISTORY

Afghanistan has existed as a distinct polity for less than three cen-
turies. Previously, the area was made up of various principalities,
usually hostile to each other and occasionally ruled by one or an-
other conqueror from Persia and the area to the west or from cen-
tral Asia to the north, usually on his way to India. These included
the Persian Darius I in the 6th century Bc, and 300 years later, Al-
exander the Great. As the power of his Seleucid successors waned,
an independent Greek kingdom of Bactria arose with its capital at
Balkh west of Mazar-e Sharif, but after about a century it fell to in-
vading tribes (notably the Sakas, who gave their name to Sakastan,
or Sistan). Toward the middle of the 3rd century Bc, Buddhism
spread to Afghanistan from India, and for centuries prior to the
beginning of the 9th century Bc, at least half the population of
eastern Afghanistan was Buddhist.

Beginning in the 7th century, Muslim invaders brought Islam
to the region, and it eventually became the dominant cultural in-
fluence. For almost 200 years, Ghazni was the capital of a pow-
erful Islamic kingdom, the greatest of whose rulers, Mahmud of
Ghazni (r.997-1030), conquered most of the area from the Cas-
pian to the Ganges. The Ghaznavids were displaced by the Seljuk
Turks, who mastered Persia and Anatolia (eastern Turkey), and
by the Ghorids, who, rising from Ghor, southeast of Herat, estab-
lished an empire stretching from Herat to Ajmir in India. They
were displaced in turn by the Turko-Persian rulers of the Khiva
oasis in Transoxiana, who, by 1217, had created a state that includ-
ed the whole of Afghanistan until it disintegrated under attack by
Genghis Khan in 1219. His grandson Timur, also called “Timur
the Lame” or Tamerlane, occupied all of what is now Afghanistan
from 1365 to 1384, establishing a court of intellectual and artistic
brilliance at Herat. The Timurids came under challenge from the
Uzbeks, who finally drove the them out of Herat in 1507. The great
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Babur, one of the Uzbek princes, occupied Kabul in 1504 and Del-
hi in 1526, establishing the Mughal Empire in which eastern Af-
ghanistan was ruled from Delhi, Agra, Lahore, or Srinagar, while
Herat and Sistan were governed as provinces of Persia.

In the 18th century, Persians under Nadir Shah conquered the
area, and after his death in 1747, one of his military commanders,
Ahmad Shah Abdali, was elected emir of Afghanistan. The forma-
tion of a unified Afghanistan under his emirate marks Afghani-
stan’s beginning as a political entity. Among his descendants was
Dost Muhammad who established himself in Kabul in 1826 and
gained the emirate in 1835. Although the British defeated Dost in
the first Afghan War (1838-42), they restored him to power, but
his attempts and those of his successors to play off Czarist Russian
interests against the British concerns about the security of their
Indian Empire led to more conflict. In the second Afghan War
(1877-79), the forces of Sher Ali, Dost’s son, were defeated by the
British, and his entire party, ousted. Abdur Rahman Khan, recog-
nized as emir by the British in 1880, established a central admin-
istration, and supported the British interest in a neutral Afghani-
stan as a buffer against the expansion of Russian influence.

Intermittent fighting between the British and Pushtun tribes
from eastern Afghanistan continued even after the establish-
ment, in 1893, of a boundary (the Durand line) between Afghani-
stan and British India. An Anglo-Russian agreement concluded
in 1907 guaranteed the independence of Afghanistan (and Ti-
bet) under British influence, and Afghanistan remained neutral
in both World Wars. Afghan forces under Amanullah Khan, who
had become emir in 1919, briefly intruded across the Durand Line
in 1919. At the end of brief fighting—the third Afghan War—the
Treaty of Rawalpindi (1919) accorded the government of Afghani-
stan the freedom to conduct its own foreign affairs.

Internally, Amanullah’s Westernization program was strongly
opposed, forcing him to abdicate in 1929. After a brief civil war, a
tribal assembly chose Muhammad Nadir Shah as king. In his brief
four years in power, he restored peace while continuing Amanul-
lah’s modernization efforts at a more moderate pace. Assassinated
in 1933, he was succeeded by his son, Muhammad Zahir Shah,
who continued his modernization efforts, governing for 40 years,
even though sharing effective power with his uncles and a first
cousin, who served as his prime ministers.

In the 1960s, there was considerable tension between Pakistan
and Afghanistan as a result of Afghanistan’s effort to assert influ-
ence among, and ultimately responsibility for, Pashtu-speaking
Pathan tribes living on both sides of the Durand Line under a
policy calling for the establishment of an entity to be called “Pa-
shtunistan.” The border was closed several times during the fol-
lowing years, and relations with Pakistan remained generally poor
until 1977.

In 1964, a new constitution was introduced, converting Af-
ghanistan into a constitutional monarchy, and a year later the
country’s first general election was held. In July 1973, Muham-
mad Daoud Khan, the king’s first cousin and brother-in-law, who
had served as prime minister from 1953 until early 1963, seized
power in a near-bloodless coup, establishing a republic and ap-
pointing himself president, and prime minister of the Republic
of Afghanistan. He exiled Zahir Shah and his immediate family,
abolished the monarchy, dissolved the legislature, and suspended
the constitution. Daoud ruled as a dictator until 1977, when a re-

publican constitution calling for a one-party state was adopted by
the newly convened Loya Jirga (Grand National Assembly), which
then elected Daoud president for a six-year term.

Afghanistan Under Communist Rule

On 27 April 1978, Daoud was deposed and executed in a bloody
coup (the “Saur Revolution” because it took place during the Af-
ghan month of Saur), and the Democratic Republic of Afghani-
stan emerged. Heading the new Revolutionary Council was Nur
Muhammad Taraki, secretary-general of the communist People’s
Democratic Party of Afghanistan (PDPA), assisted by Babrak Kar-
mal and Hafizullah Amin, both named deputy prime ministers.
The Soviet Union (which later broke apart in 1991) immediate-
ly established ties with the new regime, and in December 1978,
the two nations concluded a treaty of friendship and cooperation.
Soon after the coup, rural Afghan groups took up arms against
the regime, which increasingly relied on Soviet arms for support
against what came to be known as mujahedeen, or holy warriors.

Meanwhile, the Khalq (masses) and Parcham (flag) factions of
the PDPA, which had united for the April takeover, became em-
broiled in a bitter power struggle within the party and the gov-
ernment. In September 1979, Taraki was ousted and executed by
Amin, who had beat out Karmal to become prime minister the
previous March and who now assumed Taraki’s posts as presi-
dent and party leader. Amin was himself replaced on 27 Decem-
ber by Karmal, the Parcham faction leader. This last change was
announced not by Radio Kabul but by Radio Moscow and was
preceded by the airlift of 4,000 to 5,000 Soviet troops into Ka-
bul on 25-26 December, purportedly at the request of an Afghan
government whose president, Hafizullah Amin, was killed during
the takeover.

The Soviet presence increased to about 85,000 troops in late Jan-
uary 1980, and by spring, the first clashes between Soviet troops
and the mujahedeen had occurred. Throughout the early and mid-
1980s, the mujahedeen resistance continued to build, aided by Af-
ghan army deserters and arms from the United States, Pakistan,
and the nations of the Islamic Conference Organization (ICO).
Much of the countryside remained under mujahedeen control as
the insurgency waged on year by year, while in Kabul, Soviet ad-
visers assumed control of most Afghan government agencies.

By late 1987, more than a million Afghans had lost their lives in
the struggle, while the United Nations High Commission for Ref-
ugees (UNHCR) estimated that some 5 million others had sought
refuge in Pakistan, Iran, and elsewhere. Soviet sources at the time
acknowledged Soviet losses of 12,000-30,000 dead and 76,000
wounded. Soviet troop strength in Afghanistan at the end of 1987
was about 120,000, while according to Western sources, Afghan
resistance forces numbered nearly 130,000.

In early 1987, Babrak Karmal fled to Moscow after being re-
placed as the head of the PDPA in May 1986 by Najibullah, former
head of the Afghan secret police. Najibullah offered the mujahe-
deen a cease-fire and introduced a much-publicized national rec-
onciliation policy; he also released some political prisoners, of-
fered to deal with the resistance leaders, and promised new land
reform. The mujahedeen rejected these overtures, declining to ne-
gotiate for anything short of Soviet withdrawal and Najibullah’s
removal.
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International efforts to bring about a political solution to the
war—including nearly unanimous UN General Assembly con-
demnations of the Soviet presence in Afghanistan—were pur-
sued within the UN framework from 1982 onward. Among these
efforts were “proximity talks” between Afghanistan and Pakistan
conducted by Under Secretary-General Diego Cordovez, a spe-
cial representative of the UN Secretary General. After a desultory
beginning, these talks began to look promising in late 1987 and
early 1988, when Soviet policymakers repeatedly stated, in a ma-
jor policy shift, that the removal of Soviet troops from Afghani-
stan was not contingent on the creation of a transitional regime
acceptable to the former USSR. On 14 April 1988, documents
were signed and exchanged in which the USSR agreed to pull its
troops out of Afghanistan within nine months, the United States
reserved the right to continue military aid to Afghan guerrillas as
long as the USSR continued to aid the government in Kabul, and
Pakistan and Afghanistan pledged not to interfere in each other’s
internal affairs.

The Russians completed the evacuation of their forces on sched-
ule 15 February 1989, but in spite of continuing pressure by the
well-armed mujahedeen, the Najibullah government remained in
power until April 1992, when Najibullah sought refuge at the UN
office in Kabul as mujahedeen forces closed in on the city.

Afghanistan after the Soviet Withdrawal

With the fall of the Najibullah government, the Seven-Party Alli-
ance (SPA) of the Islamic groups based in Pakistan moved to con-
solidate its “victory” by announcing plans to set up an Interim
Afghan Government (AIG) charged with preparing the way for
elections. Meanwhile, they moved to assert their control of Af-
ghanistan, but their efforts to establish the AIG in Kabul failed
when within ten days of Najibullah’s departure from office, well-
armed forces of the Hezb-e Islami and Jamiat-i-Islami—two of
the seven SPA parties—clashed in fighting for the control of the
capital. In July, Jamiat leader Burhanuddin Rabbani replaced Sib-
ghatullah Mojaddedi as president of the AIG, as previously agreed
by all the SPA parties but the Hezb-e Islami.

Continued fighting between Jamiat and Hezb-e Islami mili-
tias halted further progress. Rabbani’s forces, under Commander
Ahmad Shah Masoud, dug in to block those under the control
of interim “Prime Minister” Gulbuddin Hekmatyar’s Hezb-e Is-
lami and his ally, General Rashid Dostum (a former PDPA militia
leader turned warlord from northern Afghanistan) from taking
control of Kabul. In a 24-hour rocket exchange in August 1992
in Kabul, an estimated 3,000 Afghans died; before the end of the
year, upwards of 700,000 Afghans had fled the city. Deep differ-
ences among the SPA/AIG leadership, embittered by decades of
bad blood, ethnic distrust, and personal enmity, prevented any
further progress toward creating a genuine interim government
capable of honoring the 1992 SPA pledge to write a constitution,
organize elections, and create a new Afghan polity. Despite UN
attempts to broker a peace and bring the warring groups into a co-
alition government, Afghanistan remained at war.

Rise of the Taliban

By the summer of 1994 Rabbani and his defense minister, Ahmed
Shah Masoud, were in control of the government in Kabul, but
internal turmoil caused by the warring factions had brought the
economy to a standstill. It was reported that on the road north of

Qandahar a convoy owned by influential Pakistani businessmen
was stopped by bandits demanding money. The businessmen ap-
pealed to the Pakistani government, which responded by encour-
aging Afghan students from the fundamentalist religious schools
on the Pakistan-Afghan boarder to intervene. The students freed
the convoy and went on to capture Qandahar, Afghanistan’s sec-
ond-largest city. Pakistan’s leaders supported the Taliban with
ammunition, fuel, and food. The students, ultra-fundamental-
ist Sunni Muslims who called themselves the Taliban (the Ara-
bic word for religious students, literally “the Seekers”) shared Pa-
shtoon ancestry with their Pakistani neighbors to the south. The
Taliban also found widespread support among Afghan Pashtoons
hostile to local warlords and tired of war and economic instabil-
ity. By late 1996, the Taliban had captured Kabul, the capital, and
were in control of 21 of Afghanistan’s 32 provinces. When Rabba-
ni fled the capital, Pakistan and Saudi Arabia officially recognized
the Taliban government in Kabul. In areas under Taliban control,
order was restored, roads opened, and trade resumed. However,
the Taliban’s reactionary social practices, justified as being Islam-
ic, did not appeal to Afghanistan’s non-Pashtun minorities in the
north and west of the country, nor to the educated population
generally. The opposition, dominated by the Uzbek, Tajik, Haz-
ara, and Turkoman ethnic groups, retreated to the northeastern
provinces.

In May 1997 the Taliban entered Mazar-e Sharif, Afghanistan’s
largest town north of the Hindu Kush and stronghold of Uzbek
warlord Rashid Dostum. In the political intrigue that followed,
Dostum was ousted by his second in command, Malik Pahla-
wan, who initially supported the Taliban. Dostum reportedly fled
to Turkey. Once the Taliban were in the city, however, Pahlawan
abruptly switched sides. In the subsequent fighting, the Taliban
were forced to retreat with heavy casualties. The forces of Ahmad
Shah Masoud, Tajik warlord and former defense minister in oust-
ed President Rabbani’s government, were also instrumental in the
defeat of the Taliban in Mazar. Masoud controlled the high passes
of the Panjshir Valley in the east of the country. The opposition
alliance was supported by Iran, Russia, and the Central Asian re-
publics, who feared that the Taliban might destabilize the region.

By early 1998, the Taliban militia controlled about two-thirds
of Afghanistan. Opposition forces under Ahmad Shah Masoud
controlled the northeast of the country. Taliban forces mounted
another offensive against their opponents in August-September
1998 and nearly sparked a war with neighboring Iran after a series
of Shiite villages were pillaged and Iranian diplomats killed. Iran,
which supplied Masoud’s forces, countered by massing troops
along its border with Afghanistan. Although the crisis subsided,
tensions between the Taliban and Iran remained high. Masoud’s
opposition forces became known as the United Front or Northern
Alliance in late 1999.

Despite attempts to broker a peace settlement, fighting between
the Taliban and opposition factions continued through 1999 and
into 2000 with the Taliban controlling 90% of the country. In
March 1999, the warring factions agreed to enter a coalition gov-
ernment, but by July these UN-sponsored peace talks broke down
and the Taliban renewed its offensive against opposition forces.
By October, the Taliban captured the key northern city of Talogan
and a series of northeastern towns, advancing to the border with
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Tajikistan. Fighting between the Taliban and Northern Alliance
forces was fierce in early 2001.

In April 2001, Masoud stated that he did not rule out a peace
dialogue with the Taliban, or even of setting up a provisional gov-
ernment jointly with the Taliban, but that Pakistan would have to
stop interfering in the conflict first. He stated that elections would
have to be held under the aegis of the UN and the “six plus two”
countries, including Iran, China, Pakistan, Tajikistan, Turkmeni-
stan, as well as Russia and the United States. The Northern Alli-
ance was receiving financial and military assistance from its old
enemy Russia as well as from Iran. In addition to Pakistan, the
Taliban was recognized as the legitimate government of Afghani-
stan by Saudi Arabia and the United Arab Emirates. Masoud was
assassinated on 9 September 2001 by two men claiming to be Mo-
roccan journalists. His killers were thought to have been agents of
the al-Qaeda terrorist group acting in concert with the plotters of
the 11 September 2001 attacks on the United States.

Post-11 September 2001

The 11 September 2001 attacks carried out against the United
States by members of al-Qaeda marked the beginning of a war
on terrorism first directed against the Taliban for harboring Osa-
ma bin Laden and his forces. On 7 October 2001, US-led forces
launched the bombing campaign Operation Enduring Freedom
against the Taliban and al-Qaeda in Afghanistan. On 13 Novem-
ber the Taliban were removed from power in Kabul, and an in-
terim government under the leadership of Hamid Karzai, a Pash-
tun leader from Qandahar, was installed on 22 December. In June
2002, a Loya Jirga—Grand Assembly of tribal leaders—was held,
and Karzai was elected head of state of a transitional government
that would be in place for 18 months until elections could be held.
More than 60% of the cabinet posts in the government went to
Ahmed Shah Masoud’s Northern Alliance. Masoud was officially
proclaimed the national hero of Afghanistan on 25 April 2002,
and he was mentioned as a candidate for the Nobel Peace Prize.
On 5 September 2002, Karzai survived an assassination attempt,
and another plot against him was thwarted on 22 November. In
September 2004, a rocket fired at a helicopter carrying Karzai nar-
rowly missed its target: it was the most serious attack on his life
since 2002.

In December 2002, Karzai and Pakistani and Turkmen leaders
signed an agreement paving the way for the construction of a gas
pipeline through Afghanistan, which would carry Turkmen gas
to Pakistan.

In January 2004, a Loya Jirga adopted a new constitution provid-
ing for a strong presidency and defining Afghanistan as an Islamic
republic where men and women enjoy equal status before the law.
In October and November 2004, the first direct presidential elec-
tion was held; Karzai was the winner with 55.4% of the vote. He
was sworn in as president in December, amid tight security.

On 18 September 2005, Afghans went to the polls to elect a low-
er house of parliament and councils in each of the country’s 34
provinces. The elections, which had been twice postponed, were
part of the process of establishing a fully representative govern-
ment. Some 12 million of an estimated 25-28 million Afghans
were registered to vote. There were about 5,800 candidates stand-
ing for the 249-seat Wolesi Jirga (House of Assembly) and for seats
in the provincial councils. There were more than 26,000 men-only

or women-only polling stations in 5,000 locations. There were 69
different types of ballot papers, all including the names, pictures,
and symbols of the candidates, to enable voters who could not
read to vote. Several candidates and election workers were killed
in Taliban attacks. In advance of the elections, the North Atlan-
tic Treaty Organization (NATO) sent an extra 2,000 troops and
a number of fighter jets to boost the 8,000-strong International
Security Assistance Force (ISAF) protecting the country. Nearly
3,000 observers and media representatives registered to monitor
the election. Final results for the elections were delayed due to ac-
cusations of fraud, and were announced in November.

The results of the elections showed that women, who were guar-
anteed 25% of seats in parliament, won 28%. Most of the candi-
dates for parliament ran as independents, and a clear majority was
predicted to support Karzai. However, many of the winners were
former warlords, mujahedeen fighters, ex-Taliban figures, and
opium dealers. Centrist, reformist figures did less well, making
the parliament predominantly socially conservative and religious.

In 2005-06, several thousand troops from the US-led coalition
in Afghanistan (most of them American) were engaged in battles
with Taliban fighters in the eastern regions of the country bor-
dering on Pakistani tribal areas. The coalition forces also targeted
members of the Hezb-e Islami group, whose leader, Gulbuddin
Hekmatyar, has similar aims as the Taliban—to fight a jihad (holy
war) to remove the Americans from Afghanistan and unseat Ha-
mid Karzai’s government.

13GOVERNMENT

Between 1964 and 1973, Afghanistan was a constitutional monar-
chy for the first and only time in its history. The head of govern-
ment was the prime minister, appointed by the king and respon-
sible to the bicameral legislature. This system gave way to a more
traditional authoritarian system on 17 July 1973, when Afghani-
stan became a republic, headed by Muhammad Daoud Khan, who
became both president and prime minister. A new constitution in
1977 created a one-party state with a strong executive and a weak
bicameral legislature. The communist People’s Democratic Par-
ty of Afghanistan (PDPA) abrogated this constitution after they
seized power in April 1978.

Between 1978 and 1980, a communist-style 167-member Revo-
lutionary Council exercised legislative powers. The chief of state
(president) headed the presidium of that council, to which the 20-
member cabinet was formally responsible. A provisional constitu-
tion, introduced in April 1980, guaranteed respect for Islam and
national traditions; condemned colonialism, imperialism, Zion-
ism, and fascism; and proclaimed the PDPA as “the guiding and
mobilizing force of society and state” Seven years later, a new con-
stitution providing for a very strong presidency was introduced
as part of the PDPA’s propaganda campaign of “national recon-
ciliation.” Najibullah remained as president until April 1992 when
he sought refuge at the UN office in Kabul as mujahedeen forces
closed in on the city.

With the fall of the Najibullah government a Seven Party Al-
liance (SPA) of the Islamic groups announced plans to set up an
Interim Afghan Government (AIG) charged with preparing the
way for elections. However, Professor Burhanuddin Rabbani co-
opted the process by forming a leadership council that elected him
president. Subsequent fighting among warring factions plunged
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the country into anarchy and set the stage for the emergence of
the ultra-conservative Islamic movement, Taliban, which ousted
the Rabbani government and controlled all but the northern most
provinces of the country.

The Taliban, led by Mullah Mohammed Omar, formed a six-
member ruling council in Kabul which ruled by edict. Ultimate
authority for Taliban rule rested in the Taliban’s inner Shura (As-
sembly) located in the southern city of Qandahar, and in Mullah
Omar.

With the fall of the Taliban in December 2001, an interim gov-
ernment was created under the leadership of Hamid Karzai by
an agreement held in Bonn, Germany. In June 2002 Karzai was
elected head of state of the Islamic Transitional Government of
Afghanistan (ITGA) by the Loya Jirga convened that month. He
named an executive cabinet, dividing key ministries between eth-
nic Tajiks and Pashtuns. He also appointed three deputy presi-
dents and a chief justice to the country’s highest court.

In January 2004, a Loya Jirga adopted a new constitution pro-
viding for a strong presidency and defining Afghanistan as an Is-
lamic republic where men and women enjoy equal status before
the law. Former King Zahir Shah held the honorific Father of the
Country, and presided symbolically over certain occasions, lack-
ing any governing authority. The honorific is not hereditary. The
president is both chief of state and head of government. The pres-
ident’s cabinet is made up of 27 ministers, appointed by the presi-
dent and approved by the national assembly. The president and
two vice presidents are elected by a direct vote for a five-year term;
a president can only be elected for two terms.

The legislative branch is composed of a bicameral national as-
sembly. The lower house is the 249-seat Wolesi Jirga, directly elect-
ed by each of Afghanistan’s 34 provinces according to its popula-
tion. Members serve a five-year term. Kabul province has the most
seats with 33. Women have 68 seats guaranteed in the Wolesi Jirga,
and two on each provincial council. The 102-member House of
Elders (Meshrano Jirga) is indirectly elected; one-third elected by
the 34 provincial councils for a four-year term, one-third appoint-
ed by the president for a five-year term, and one-third elected by
local district councils for a three-year term.

On rare occasions the government may convene the Loya Jirga
on issues of independence, national sovereignty, and territorial in-
tegrity; it can also amend the provisions of the constitution and
prosecute the president. It is made up of members of the national
assembly and chairpersons of the provincial and district councils.

In October and November 2004, the first direct presidential
elections were held; Hamid Karzai was the winner with 55.4% of
the vote. In September 2005, elections for the Wolesi Jirga and
provincial councils were held; although a majority of the mem-
bers of parliament who won would support Karzai, many war-
lords, former mujahedeen fighters, ex-Taliban figures, and opium
dealers also won.

T4pOLITICAL PARTIES

The 1964 constitution provided for the formation of political par-
ties. However, since the framers of the constitution decided that
political parties should be permitted only after the first elections,
and since the parliament never adopted a law governing the par-
ties’” operation, all candidates for the parliamentary elections of
August and September 1965 stood as independents. Because a law

on political parties was not on the books four years later, the 1969
elections were also contested on a nonparty basis. Throughout the
1964-1973 period, however, the de facto existence of parties was
widely recognized. Subsequently, the framers reversed their plan
to allow political parties. Under the 1977 constitution, only the
National Revolutionary Party (NRP), the ruler’s chosen instru-
ment, was allowed.

The 1978 coup was engineered by the illegal People’s Democrat-
ic Party of Afghanistan (PDPA), which had been founded in 1965.
During its brief history, this Marxist party had been riven by a
bloody struggle between its pro-Soviet Parcham (flag) faction and
its larger Khalq (masses) faction. Babrak Karmal was the leader of
the Parcham group, while the Khalq faction was headed until 1979
by Nur Muhammad Taraki and Hafizullah Amin. The factional
struggle continued after the 1978 coup, prompting the Soviet in-
tervention of 1979. Factional bloodletting continued thereafter
also, with repeated purges and assassinations of Khalq adherents
as well as bitter infighting within Parcham, this last leading to
Babrak Karmal’s replacement as PDPA secretary-general in May
1986 by Najibullah.

The Islamic resistance forces opposing the PDPA government
and its Soviet backers in Afghanistan represented conservative,
ethnically based Islamic groups which themselves have had a long
history of partisan infighting (and repression by successive Kabul
governments). They came together in the early 1980s to fight the
common enemy, the communist PDPA and the Soviet invaders
and, in 1985, under pressure from Pakistan and the United States,
they were loosely united into a Seven Party Alliance (SPA), head-
quartered in Peshawar, Pakistan. By 1987, commando groups af-
filiated with one or more of these seven parties controlled more
than 80% of the land area of Afghanistan.

With arms flowing in from outside the country—a flow not
halted until the end of 1991—the fighting continued, but with
the final withdrawal of Soviet troops in February 1989, the SPA
stepped up its military and political pressure on the communist
PDPA government. However, President Najibullah proved to
have more staying power than previously estimated, using Soviet
arms supplies, which continued until the end of 1991 to buttress
his position, while playing upon divisions among the resistance,
embracing nationalism and renouncing communism, and even
changing the name of the PDPA to the Wattan (Homeland) Party.
It was only in April 1992, after the break-up of the Soviet Union,
his army defecting from beneath him, and the mujahedeen clos-
ing on Kabul, that he sought refuge at the UN office in the capital,
leaving the city in the hands of the rival ethnic and regional mu-
jahedeen militias.

The leaders of the mujahedeen groups agreed to establish a
leadership council. This council quickly came under the control of
a professor, Burhanuddin Rabbani, who was subsequently elected
president by the council. Fighting broke out in August 1992 in Ka-
bul between forces loyal to President Rabbani and rival factions. A
new war for the control of Afghanistan had begun.

On 26-27 September 1996, the Pashtun-dominated ultracon-
servative Islamic Taliban movement captured the capital of Ka-
bul and expanded its control to over 90% of the country by 2000.
The Taliban was led by Mullah Mohammed Omar. Ousted Pres-
ident Rabbani, a Tajik, and his defense minister, Ahmad Shah
Masoud, relocated to Takhar in the north. Rabbani claimed that
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he remained the head of the government. His delegation retained
Afghanistans UN seat after the General Assembly deferred a de-
cision on Afghanistan’s credentials. Meanwhile, the Taliban re-
moved the ousted PDPA leader Najibullah from the UN office in
Kabul, tortured and shot him, and hung his body prominently in
the city. General Rashid Dostum, an ethnic Uzbek, controlled sev-
eral north-central provinces until he was ousted on 25 May 1997
by his second in command Malik Pahlawan. Dostum fled to Tur-
key, but he returned that October. The Shia Hazara community,
led by Abdul Karim Khalili, retained control of a small portion of
the center of the country.

After the fall of the Taliban, various warlords, leaders, and
political factions emerged in Afghanistan. Dostum, as head of
Jumbish-e Melli Islami (National Islamic Movement), consolidat-
ed his power in Mazar-e Sharif. He was named interim deputy de-
fense minister for the transitional government in 2002. Rabbani,
as nominal head of the Northern Alliance, was also the leader of
Jamiat-e-Islami, the largest political party in the alliance. Ismail
Khan, a Shiite warlord of Tajik origin, earned a power base in the
western city of Herat by liberating it from Soviet control, and for a
time in the 1990s kept it from Taliban control. Khan was thought
to be receiving backing from Iran. Abdul Karim Khalili was the
leader of the Hezb-e-Wahdat (Unity Party) and the top figure in
the Shia Hazara minority. Hezb-e-Wahdat was the main benefac-
tor of Iranian support, and the second most-powerful opposition
military party. Gulbuddin Hekmatyar, the most notorious of the
warlords who emerged from the fight against Soviet occupation,
led the party Hezb-e Islami. Pir Syed Ahmed Gailani was a mod-
erate Pashtun leader and wealthy businessman who was also the
spiritual leader of a minority Sufi Muslim group. Gailani was sup-
ported by pro-royalist Pashtuns and Western-educated elites of
the old regime. Former King Zahir Shah, a Pashtun, said he had
no intention of returning to power, but volunteered to help build
a power-sharing administration for the country. Younis Qanooni,
an ethnic Tajik who was named interior minister for the inter-
im government, had also been the interior minister in the coun-
try’s previous interim administration in 1996, before the Taliban
came to power; he opposed the presence of UN peacekeepers in
Afghanistan. Abdullah Abdullah, of the Northern Alliance, was a
close friend of Ahmad Shah Masoud.

The 18 September 2005 elections for the National Assem-
bly were contested by candidates representing scores of politi-
cal parties, pressure groups, and small monarchist, communist,
and democratic groups. However, most of the candidates ran as
independents.

T5LOCAL GOVERNMENT

Afghanistan was traditionally divided into provinces governed by
centrally appointed governors with considerable autonomy in lo-
cal affairs. As of 2006, there were 34 provinces. During the Soviet
occupation and the development of country-wide resistance, local
areas came increasingly under the control of mujahedeen groups
that were largely independent of any higher authority; local com-
manders, in some instances, asserted a measure of independence
also from the mujahedeen leadership in Pakistan, establishing
their own systems of local government, collecting revenues, run-
ning educational and other facilities, and even engaging in local
negotiations. Mujahedeen groups retained links with the Peshawar

parties to ensure access to weapons that were doled out to the par-
ties by the government of Pakistan for distribution to fighters in-
side Afghanistan.

The Taliban set up a shura (assembly), made up of senior Tal-
iban members and important tribal figures from the area. Each
shura made laws and collected taxes locally. The Taliban set up a
provisional government for the whole of Afghanistan, but it did
not exercise central control over the local shuras.

The process of setting up the transitional government in June
2002 by the Loya Jirga took many steps involving local govern-
ment. First, at the district and municipal level, traditional shura
councils met to pick electors—persons who cast ballots for Loya
Jirga delegates. Each district or municipality chose a predeter-
mined number of electors, based on the size of its population. The
electors then traveled to regional centers and cast ballots, choos-
ing from among themselves a smaller number of Loya Jirga dele-
gates, according to allotted numbers assigned to each district. The
delegates then took part in the Loya Jirga.

The transitional government attempted to integrate local gov-
erning authorities with the central government, but it lacked the
loyalty of warlords necessary to its governing authority. More tra-
ditional elements of political authority—such as Sufi networks,
royal lineage, clan strength, age-based wisdom, and the like—still
exist and play a role in Afghan society. Karzai relied on these tra-
ditional sources of authority in his challenge to the warlords and
older Islamist leaders. The deep ethnic, linguistic, sectarian, tribal,
racial, and regional cleavages present in the country create what is
called Qawm identity, which emphasizes the local over higher-or-
der formations. Qawm refers to the group to which the individual
considers himself to belong, whether a subtribe, village, valley, or
neighborhood. Local governing authority relies upon these forms
of identity and loyalty.

The constitution established in 2004 provided for directly elect-
ed provincial councils, which have 9-29 members depending on
population. District and village councils are directly elected for a
period of three years. Municipalities administer city affairs.

T6JUDICIAL SYSTEM

Under the Taliban, there was no rule of law or independent judi-
ciary. Ad hoc rudimentary judicial systems were established based
on Taliban interpretation of Islamic law. Murderers were subjected
to public executions and thieves had a limb or two (one hand, one
foot) severed. Adulterers were stoned to death in public. Taliban
courts were said to have heard cases in sessions that lasted only a
few minutes. Prison conditions were poor and prisoners were not
given food. Normally, this was the responsibility of the prisoners’
relatives, who were allowed to visit to provide food once or twice a
week. Those who had no relatives had to petition the local council
or rely on other inmates.

In non-Taliban controlled areas, many municipal and provin-
cial authorities relied on some form of Islamic law and traditional
tribal codes of justice. The administration and implementation of
justice varied from area to area and depended on the whims of
local commanders or other authorities, who could summarily ex-
ecute, torture, and mete out punishments without reference to any
other authority.

After the fall of the Taliban, Afghanistan’s judicial system was
fragmented, with conflicts between such core institutions as the
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Ministry of Justice, Supreme Court, and attorney general’s office.
In addition, the judicial system’s infrastructure was destroyed; the
absence of adequate court or ministry facilities, basic office fur-
niture, and minimal supplies made substantive progress difficult.
There were also tensions between religious and secular legal train-
ing with regard to appointments of new judicial personnel. Until
Afghanistan’s new constitution was adopted in 2004, the country’s
basic legal framework consisted of its 1964 constitution and ex-
isting laws and regulations to the extent that they were in accor-
dance with the Bonn Agreement of 2001 and with international
treaties to which Afghanistan was a party. The Ministry of Justice
was charged with compiling Afghan laws and assessing their com-
patibility with international standards, but even it did not have
texts of Afghan laws, which were largely unavailable, even among
attorneys, judges, law faculty, and government agencies. While in
power, the Taliban burned law books. There was no adequate law
library in the country as of 2002.

The 2004 constitution established an independent judiciary un-
der the Islamic state. The judicial branch consists of a Supreme
Court (Stera Mahkama), High Courts, Appeals Courts, and local
and district courts. The Supreme Court is composed of nine mem-
bers who are appointed by the president for a period of ten years
(nonrenewable) with the approval of the Wolesi Jirga. The Su-
preme Court has the power of judicial review. Lower courts apply
Shia law in cases dealing with personal matters for Shia followers.

7 ARMED FORCES

As of 2005, the national army/security services had an estimated
27,000 active personnel. Headquartered in Kabul, the force is in-
tended to encompass all of the country’s tribal and ethnic groups.
However progress by the new Afghan National Army (ANA) had
been hindered by high desertion levels and low enlistment rates,
thought in part to be caused by the growing intensity of combat
missions. Another factor was the growth of private security com-
panies, which may offer a less stressful and more lucrative alter-
native to the ANA. In terms of equipment, most of the army’s in-
frastructure, barracks, and depots were destroyed along with the
Taliban. What equipment that has managed to survive years of
war and the overthrow of the Taliban, was entirely of Soviet de-
sign and likely to be in a poor state of repair. In 2002, Afghani-
stan requested $235 million from the UN, for a 60,000-troop land
army, an 8,000-member airforce, and a 12,000-guard border force.
US foreign military assistance to Afghanistan in 2005 totaled $396
million.

'8 INTERNATIONAL COOPERATION

Afghanistan has been a member of the United Nations since 19
November 1946. Within the United Nations, Afghanistan is part
of several specialized agencies, such as UNESCO, FAO, and IAEA.
The country also participates in WHO, IFAD, UNIDO, the Inter-
national Monetary Fund (IMF), the World Bank and IFC, and the
ILO. Afghanistan is an observer in the WTO. Afghanistan is part
of the Asian Development Bank, the Colombo Plan, the Economic
and Social Commission for Asia and the Pacific (ESCAP), G-77,
the Islamic Development Bank (IDB), the Economic Coopera-
tion Organization, the Council for Mutual Economic Assistance
(CEMA), and the Organization of the Islamic Conference (OIC).

Other groups include WFTU and Interpol. Afghanistan is also a
part of the Nonaligned Movement, the Organization for the Pro-
hibition of Chemical Weapons, and the Nuclear Test Ban. In co-
operation on environmental issues, the country is part of the Con-
vention on the International Trade in Endangered Species of Wild
Flora and Fauna (CITES), the London Convention, and the UN
Conventions on Desertification and Climate Change.

TPecoNOMY

Afghanistans economy has been devastated by over over three de-
cades of war. Hampered by an unintegrated economy until rela-
tively late in the post-World War II period, only in the 1950s did
the building of new roads begin to link the country’s commercial
centers with the wool-and fruit-producing areas. Largely agricul-
tural and pastoral, the country is highly dependent on farming
and livestock raising (sheep and goats). Approximately 85% of
the people are engaged in agriculture. Industrial activity includes
small-scale production of textiles, soap, furniture, shoes, fertilizer,
cement, and hand-woven carpets. The country has valuable min-
eral resources, including large reserves of iron ore at Hajigak dis-
covered before the 30-year-old war, but only coal, salt, lapis lazuli,
barite, and chrome are available to be exploited. The discovery of
large quantities of natural gas in the north, for which a pipeline to
the USSR was completed in 1967, increased the country’s export
earnings, at least until escalation of civil strife in the late 1970s
and 1980s.

Since the outbreak of war in the late 1970s, economic data have
been contradictory and of doubtful reliability. In September 1987,
the Afghan foreign minister asserted that 350 bridges and 258
factories had been destroyed since the fighting began in 1979. By
the early 1990s, two-thirds of all paved roads were unusable, and
the countryside appeared severely depopulated, with more than
25% of the population—twice the prewar level—residing in ur-
ban areas. What little is left of the country’s infrastructure has
been largely destroyed due first to the war, and then to the US-led
bombing campaign. Severe drought added to the nation’s difficul-
ties in 1998-2001. The majority of the population continued to
suffer from insufficient food, clothing, housing, and medical care
as of 2006; these problems were exacerbated by military opera-
tions and political uncertainties. The presence of an estimated 10
million land mines also hinders the ability of Afghans to engage in
agriculture or other forms of economic activity. Inflation, at 16%
in 2005, remained a serious problem.

Opium poppy cultivation is the mainstay of the economy. Major
political factions in the country profit from the drug trade. In 1999,
encouraged by good weather and high prices, poppy producers in-
creased the area under cultivation by 43% and harvested a bumper
crop—a record 4,600 tons—compared with 2,100 tons the year be-
fore. A ban on poppy production cut cultivation in 2001 by 97% to
1695 hectares (4188 acres), with a potential production of 74 tons
of opium. Afghanistan is a major source of hashish, and there are
many heroin-processing laboratories throughout the country.

International efforts to rebuild Afghanistan were addressed at
the Tokyo Donors Conference for Afghan Reconstruction in Jan-
uary 2002, when $4.5 billion was collected for a trust fund to be
administered by the World Bank. Priority areas for reconstruction
included the construction of education, health, and sanitation fa-
cilities, enhancement of administrative capacity, the development
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of the agricultural sector, and the rebuilding of road, energy, and
telecommunication links.

The Afghan economic base is so disjointed that it was almost
futile for the government to undertake economic development.
Nonetheless, the country’s GDP grew from a meager $2.7 bil-
lion in 2000, to almost $6 billion in 2004; and, it was expected
to grow further, to $7.1 billion, in 2005. Consequently, the GDP
growth rates appear spectacular: 28.6% in 2002, 15.7% in 2003,
and a more modest 7.5% in 2004. Apart from outside aid, the re-
cent economic expansion was also helped by a good agricultural
year in 2003.

The unemployment rate was estimated at 40% in 2005. Infla-
tion dropped from 52.3% in 2002 to 10.2% in 2003, but rose again
to 16.3% in 2004. In 2005, the inflation rate was expected to be
around 10%. Despite the progress it registered in previous years,
Afghanistan remains a very poor country, landlocked, dependent
on foreign aid, and with a heterogeneous economic base (mostly
agriculture).

20INCOME

The US Central Intelligence Agency (CIA) reports that in 2005 Af-
ghanistan’s gross domestic product (GDP) was estimated at $21.5
billion. The CIA defines GDP as the value of all final goods and
services produced within a nation in a given year and computed
on the basis of purchasing power parity (PPP) rather than value
as measured on the basis of the rate of exchange based on current
dollars. The per capita GDP was estimated at $800. The annual
growth rate of GDP was estimated at 8%. The average inflation
rate in 2005 was 16.3%. It was estimated that agriculture account-
ed for 38% of GDP, industry 24%, and services 38%. Foreign aid
receipts amounted to $1,533 million.

The World Bank reports that in 2003 household consumption
in Afghanistan totaled $4.31 billion based on a GDP of $4.6 bil-
lion, measured in current dollars rather than PPP. Household con-
sumption includes expenditures of individuals, households, and
nongovernmental organizations on goods and services, excluding
purchases of dwellings. It was estimated that in 2003 about 53% of
the population had incomes below the poverty line.

21 ABOR

As of 2004, Afghanistan’s labor force was estimated at 15 million,
with an estimated 80% of the labor force engaged in agriculture,
followed by industry and services at 10%, each. However, it was
estimated that 40% of the country’s work force was unemployed,
as of 2005. The textile industry is the largest employer of industrial
labor; weaving of cloth and carpets is the most important home
industry.

As of 2005, Afghan law offered wide protection to workers, but
little is known about the enforcement of labor statutes. Workers are
unaware of their rights and there is no central authority to enforce
those rights. There is no legal right to strike, nor does the country
have a history of real labor-management bargaining. There are no
courts or mechnisms for settling labor disputes. Wages are entirely
subject to market forces, except for government employees, whose
wages are set by the government. Although child and forced or
compulsory labor are prohibited, little is known about enforce-
ment. By law, children under the age of 15 cannot work more than

30 hours per week, but there is no evidence this is enforced. Ac-
cording to UNICEE it is estimated that there are one million chil-
dren under the age of 14 in the workforce. Children as young as six
years old are reportedly working to help sustain their families. The
vast majority of Afghan workers are in the informal economy.

22 AGRICULTURE

About 12% of the land is arable and less than 6% currently is cul-
tivated. During peiords when external forces are not influencing
the ability of farmers to grow crops, Afghan farmers grow enough
rice, potatoes, pulses, nuts, and seeds to meet the country’s needs;
Afghanistan depends on imports for some wheat, sugar, and ed-
ible fats and oils. Fruit, both fresh and preserved (with bread), is
a staple food for many Afghans. Agricultural production is a frac-
tion of its potential. Agricultural production is constrained by
dependence on erratic winter snows and spring rains for water;
irrigation is primitive. Relatively little use is made of machines,
chemical fertilizer, or pesticides.

The variety of the country’s crops corresponds to its topogra-
phy. The areas around Qandahar, Herat, and the broad Kabul plain
yield fruits of many kinds. The northern regions from Takhar to
Badghis and Herat and Helmand provinces produce cotton. Corn
is grown extensively in Paktia and Nangarhar provinces, and rice
mainly in Kunduz, Baghlan, and Laghman provinces. Wheat is
common to several regions, and makes up 70% of all grain pro-
duction. Aggregate wheat production in 2005 was estimated at 4
million tons, up from 1.6 million tons in 2001. Following wheat,
the most important crops in 2004 were barley (400,000 tons), corn
(250,000 tons), rice (145,000 tons), and cotton (18,507 tons). Nuts
and fruit, including pistachios, almonds, grapes, melons, apricots,
cherries, figs, mulberries, and pomegranates, are among Afghani-
stan’s most important horticultural crops. By-products of orchard
fruits, such as pomegranate rind and walnut husks, were tradi-
tionally used to dye carpets, as was the madder root, valued for the
deep red hue it produces.

In some regions, agricultural production had all but ceased due
to destruction caused by the war and the migration of Afghans out
of those areas. The average farm size is 1-2 hectares (2.5-5 acres).
Absentee landlords are common and sharecropping is expanding
in most provinces. Opium and hashish are also widely grown for
the drug trade. Opium is easy to cultivate and transport and offers
a quick source of income for impoverished Afghans. Afghanistan
was the world’s largest producer of raw opium in 2003. In 2001,
following the ban by the Taliban regime, an abrupt decline of pop-
py cultivation interrupted a 20-year increase. In 2003, there were
80,000 hectares (198,000 acres) of opium poppies under cultiva-
tion, with potential opium production amounting to 3,600 tons,
the second-highest amount achieved in Afghanistan and account-
ing for over two-thirds of world production that year. Much of
Afghanistans opium production is refined into heroin and is ei-
ther consumed by a growing South Asian addict population or
exported, primarily to Europe. Replacing the poppy industry was
a goal of the Karzai administration.

23 ANIMAL HUSBANDRY

The availability of land suitable for grazing has made animal hus-
bandry an important part of the economy. There are two main
types of animal husbandry: sedentary, practiced by farmers who
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raise both animals and crops; and nomadic, practiced by animal
herders known as Kuchis. Natural pastures cover some 3 mil-
lion hectares (7.4 million acres) but are being overgrazed. The
northern regions around Mazar-e Sharif and Maymanah were the
home range for about six million karakul sheep in the late 1990s.
Most flocks move to the highlands in the summer to pastures in
the north. Oxen are the primary draft power and farmers often
share animals for plowing. Poultry are traditionally kept in most
households.

Much of Afghanistan’ livestock was removed from the country
by early waves of refugees who fled to Pakistan and Iran. In 2001,
the livestock population in Afghanistan had declined by about
40% since 1998. In 2002, this figure was estimated to have declined
further to 60%. An FAO survey done in the northern regions in
spring 2002 showed that in four provinces (Balkh, Juzjan, Sar-e
Pol, and Faryab), there was a loss of about 84% of cattle from 1997
to 2002 (1997: 224,296 head; 2002: 36,471 head) and around 80%
of sheep and goats (1997: 1,721,021 head; 2002: 359,953 head).

24EISHING

Some fishing takes place in the lakes and rivers, but fish does not
constitute a significant part of the Afghan diet. Using explosives
for fishing, called dynamite fishing, became popular in the 1980s
and is common practice. The annual catch was about 900 tons in
2003.

25EORESTRY

Afghanistan’s timber has been greatly depleted, and since the mid-
1980s, only about 3% of the land area has been forested, mainly in
the east. Significant stands of trees have been destroyed by the rav-
ages of the war. Exploitation has been hampered by lack of power
and access roads. Moreover, the distribution of the forest is un-
even, and most of the remaining woodland is presently found only
in mountainous regions in the southeast and south. The natural
forests in Afghanistan are mainly of two types: (1) dense forests
of oak, walnut, and other species of nuts that grow in the south-
east, and on the northern and northeastern slopes of the Sulaiman
ranges; and (2) sparsely distributed short trees and shrubs on all
other slopes of the Hindu Kush. The dense forests of the southeast
cover only 2.7% of the country. Roundwood production in 2003
was 3,148,000 cu m, with 44% used for fuel. The destruction of the
forests to create agricultural land, logging, forest fires, plant dis-
eases, and insect pests are all causes of the reduction in forest cov-
erage. Illegal logging and clear-cutting by timber smugglers have
exacerbated this destructive process.

26 MINING

Afghanistan has valuable deposits of barite, beryl, chrome, coal,
copper, iron, lapis lazuli, lead, mica, natural gas, petroleum, salt,
silver, sulfur, and zinc. Reserves of high-grade iron ore, discovered
years ago at the Hajigak hills in Bamyan Province, are estimated
to total 2 billion tons.

On average, some 114,000 tons of coal were mined each year
during 1978-84. It is estimated that the country has 73 million tons
of coal reserves, most of which are located in the region between
Herat and Badashkan in the northern part of the country. Produc-
tion in 2003 amounted to 185,000 metric tons. In 2003, Afghani-

stan produced 13,000 metric tons of rock salt, 3,000 metric tons of
gypsum, 5,000 metric tons of mined copper, and 120,000 metric
tons of cement. Deposits of lapis lazuli in Badakhshan are mined
in small quantities. Like other aspects of Afghanistan’s economy,
exploitation of natural resources has been disrupted by war. The
remote and rugged terrain, and an inadequate transportation net-
work usually have made mining these resources difficult.

2ENERGY AND POWER

Two decades of warfare have left Afghanistan’s power grid badly
damaged. As of June 2004, less than 10% of the population had ac-
cess to electricity. In 2002, electricity generation was 0.745 billion
kWh, of which 25.5% came from fossil fuel, 74.5% from hydro-
power, and none from other sources. Imports of electricity totaled
0.150 kWh in 2002. In the same year, consumption of electric-
ity totaled 0.843 billion kWh. Total electrical generating capac-
ity in 2002 stood at 0.385 million kW. Three hydroelectric plants
were opened between 1965 and 1970, at Jalalabad, Naghlu, and
Mahipar, near Kabul; another, at Kajaki, in the upper Helmand
River Valley, was opened in the mid-1970s. In addition to the
Naghlu, Mahi Par, and Kajaki plants, other hydroelectric facilities
that were operational as of 2002 included plants at Sarobi, west of
Kabul; Pol-e Khomri; Darunta, in Nangarhar province; Dahla, in
Qandahar province (restored to operation in 2001); and Mazar-
e Sharif. In 1991, a new 72-collector solar installation was com-
pleted in Kabul at a cost of $364 million. The installation heated
40,000 liters (10,400 gallons) of water to an average temperature
of 60°c (140°F) around the clock. Construction of two more pow-
er stations, with a combined capacity of 600 kW, was planned in
Charikar City.

The drought of 1998-2001 negatively affected Afghanistan’s hy-
droelectric power production, which resulted in blackouts in Ka-
bul and other cities. Another generating turbine is being added to
the Kajaki Dam in Helmand province near Qandahar, with the as-
sistance of the Chinese Dongfeng Agricultural Machinery Com-
pany. This will add 16.5 MW to its generating capacity when com-
pleted. Also in operation was the Breshna-Kot Dam in Nangarhar
province, which had a generating capacity of 11.5 MW.

Natural gas was Afghanistans only economically significant ex-
port in 1995, going mainly to Uzbekistan via pipeline. Natural gas
reserves were once estimated at 140 billion cu m. Production start-
ed in 1967 with 342 million cu m but had risen to 2.6 billion cu
m by 1995. In 1991, a new gas field was discovered in Chekhcha,
Jowzjan province. Natural gas was also produced at Sheberghan
and Sar-e Pol. As of 2002, other operational gas fields were located
at Djarquduk, Khowaja Gogerdak, and Yatimtaq, all in Jowzjan
province. In 2002, natural gas production was 1.77 billion cu ft.

In August 1996, a multinational consortium agreed to construct
a 1,430 km (890 mi) pipeline through Afghanistan to carry natural
gas from Turkmenistan to Pakistan, at a cost of about $2 billion.
However US air strikes led to cancellation of the project in 1998,
and financing of such a project has remained an issue because of
high political risk and security concerns. As of 2002 the leaders of
the three countries had signed an agreement to build the pipeline,
but as of 2006, construction had not begun.

A very small amount of crude oil is produced at the Angot
field in the northern Sar-e Pol province. Another small oilfield at
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Zomrad Sai near Sheberghan was reportedly undergoing repairs
in mid-2001. Petroleum products such as diesel, gasoline, and jet
fuel are imported, mainly from Pakistan and Turkmenistan. A
small storage and distribution facility exists in Jalalabad on the
highway between Kabul and Peshawar, Pakistan. Afghanistan is
also reported to have oil reserves totaling 95 million barrels and
coal reserves totaling 73 million tons.

28| NDUSTRY

As with other sectors of the economy, Afghanistan’s already-be-
leaguered industries have been devastated by civil strife and war
that began in the 1970s and left most of the country’s factories
and even much of the cottage industry sector inoperative. Still in
an early stage of growth before the outbreak of war, industry’s de-
velopment has been stunted since; those few industries that have
continued production remain limited to processing of local mate-
rials. The principal modern industry is cotton textile production,
with factories at Pol e Khomri, Golbahar, Begram, Balkh, and Ja-
bal as Saraj, just north of Charikar. Important industries in 2000
included textiles, soap, furniture, shoes, fertilizer, cement, hand-
woven carpets, natural gas, coal, and copper.

Carpet-making is the most important handicraft industry, but
it has suffered with the flight of rug makers during the civil war
and since the 2001 US-led bombing campaign. Carpet-making is
centered around the north and northwest regions of the country.
Afghan carpets are made of pure wool and are hand-knotted, and
women do much of the work. Production has fluctuated widely
from year to year, increasing somewhat during the early 1990s
with the establishment of selected “zones of tranquility” targeted
for UN reconstruction assistance. Other handicrafts include felt-
making and the weaving of cotton, woolen, and silk cloth. Wood
and stone carving have been concentrated in the northeastern
provinces, while jewelrymaking has been done in the Kabul area.
The making of leather goods has also been a handicraft industry.

In 2004, industry was estimated to contribute 24.4% to the
overall GDP (up from 20% in 1990) and to employ 10% of the
working population; agriculture was considered to make up 37.2%
of the GDP, and occupy 80% of the labor force; services provid-
ed work for 10% of the working population, and was represented
with 38.3% in the GDP.

29SCIENCE AND TECHNOLOGY

The Afghanistan Academy of Sciences, founded in 1979, is the
principal scientific institution. As of 2002, it had about 180 mem-
bers. Prospective members of the Academy must take a written
exam, present samples of their work, and pass a proficiency exam
in one of the official languages of the UN. Many Afghan scien-
tists migrated to Europe, the United States, and Pakistan during
1970-2006. Under the Taliban, professors who did not teach Is-
lamic studies were relieved of their duties.

The Department of Geology and Mineral Survey within the
Ministry of Mines and Industries conducts geological and miner-
alogical research, mapping, prospecting and exploration.

The Institute of Public Health, founded in 1962, conducts pub-
lic health training and research and study of indigenous diseases,
has a Government reference laboratory, and compiles statistical
data.

Kabul University, founded in 1932, has faculties of science,
pharmacy, veterinary medicine, and geo-sciences. Its faculty num-
bers close to 200. The University of Balkh has about 100 faculty
members. Bayazid Roshan University of Nangarhar, founded in
1962, has faculties of medicine and engineering, its faculty num-
bers close to 100. The Institute of Agriculture, founded in 1924,
offers courses in veterinary medicine. Kabul Polytechnic College,
founded in 1951, offers postgraduate engineering courses. Kabul
Polytechnic was the site of the June 2002 Loya Jirga, and the inter-
national community spent over $7 million to refurbish part of the
campus for the assembly. Buildings on campus had suffered heavy
bomb damage. During the 1990s, the campus was shelled and
looted by mujahedeen groups, who fought amongst themselves for
control of the capital. Boarding students studying under the rule
of the Taliban lived in makeshift dormitories.

30DOMESTIC TRADE

Kabul, Qandahar, Maza-e-Sharif, and Herat are the principal
commercial cities of eastern, southern, northern, and western
Afghanistan, respectively. The first two are the main distribution
centers for imports arriving from the direction of Pakistan; the lat-
ter two, for materials arriving from Iran, Turkmenistan, Uzbeki-
stan, and Tajikistan. Hours of business vary. The destruction of
paved roads has severely constrained normal domestic trade in
most rural parts of the country. Heavy fighting in Kabul complete-
ly destroyed the city’s infrastructure.

3TFOREIGN TRADE

Although the Taliban had brought a repressive order to the 90%
of the country under its rule, it was unable to gain international
recognition nor did it attract foreign investment. Hyperinflation
had increased the number of Afghanis (the country’s currency)
needed to equal one US dollar, from 50 in the early 1990s to a
virtually worthless 42,000 in 1999. On 7 October 2002, the first
anniversary of the start of the US-led bombing campaign in Af-
ghanistan, a new Afghan currency came into use. Also called the
Afghani, the new notes were worth 1000 of the old notes, which

Principal Trading Partners — Afghanistan (2002)

(In millions of US dollars)

Country Exports Imports Balance
World 68.2 1,695.8 -1,627.6
Pakistan 456 353 10.3
Finland 71 7.1
Germany 5.7 12 -1.5
Saudi Arabia 43 14.4 -10.1
Belgium 2.1 0.5 1.6
Russian Federation 0.9 103.3 -102.4
United Arab Emirates 0.6 444 -43.8
India 05 25.4 -24.9
Yemen 0.5 0.5
Denmark 0.5 0.5

(...) data not available or not significant.

SOURCE: 2003 International Trade Statistics Yearbook, New York: United
Nations, 2004.
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were phased out. The government will exchange the dostumi cur-
rency, which is used in northern Afghanistan and named after the
region’s warlord Abdul Rashid Dostum, into new Afghanis at half
the value of old Afghanis. Around 1,800 tons of old Afghanis were
due to be burned or recycled.

The value of exports, including fruits and nuts, carpets, wool,
cotton, hides and pelts, and gems totaled an estimated $471 mil-
lion in 2005 (not including illegal exports). Imports, including
food, petroleum products, and most commodity items totaled an
estimated $3.87 billion in 2005.

In 2004, exports (not including illicit exports or re-exports)
amounted to $446 million; by 2005, the number had increased
slightly, to $471 million. Imports almost tripled in the period
2001-05, to $3.87 billion. Carpets (47.5%), dried fruits (40.6%),
fresh fruit (5.6%), medicinal plants (2.6%), and animal skins
(1.2%) represented the bulk of exports, and they mainly went
to Pakistan (which received 24% of the total), India (21.3%), the
United States (12.4%), and Germany (5.5%). Imports primar-
ily came from Pakistan (25.5%), the United States (8.7%), India
(8.5%), Germany (6.5%), Turkmenistan (5.3%), Kenya (4.7%),
South Korea (4.2%), and Russia (4.2%). Imports were machinery
and equipment; household requisites and medicine; fabrics, cloth-
ing and footwear; food; and, chemical materials.

32BALANCE OF PAYMENTS

Between 1951 and 1973, Afghanistan’s year-end international
reserves were never lower than $38 million nor higher than $65
million. Development of the natural gas industry and favorable
prices for some of the country’s agricultural exports led to in-
creases in international reserves, to $67.5 million in 1974 and to
$115.4 million as of 31 December 1975. Exploitation of natural gas
also freed Afghanistan from extreme dependence on petroleum
imports and from the rapid increases in import costs that most
countries experienced in 1973 and 1974. Increased trade in the
late 1970s and 1980s resulted in a reduction of foreign exchange
earnings, since trade surpluses are counted as a credit against fu-
ture imports. Foreign exchange reserves declined from $411.1
million at the close of 1979 to $262 million as of 30 May 1987.
Foreign exchange reserves were estimated at $1.3 billion in 2004,
up from $426 million in 2002, and $815 million in 2003. The pub-
lic foreign debt in 1997 stood at $5.49 billion. Reliable statistics are
not available for the ensuing years However, the current account
balance was estimated to have gone from -$2.3 billion in 2003, to
-$2.7 billion in 2004.

33BANKING AND SECURITIES
The government central bank, the Bank of Afghanistan, was
founded in 1939. In 1999, the UN Security Council passed a reso-
lution placing the Bank of Afghanistan on a consolidated list of
persons and entities whose funds and financial resources should
be frozen, due to the fact that the bank was controlled by the Tal-
iban regime. The Security Council agreed to remove the bank
from the list upon a request from the Interim Administration of
Afghanistan in January 2002. .

All banks in Afghanistan were nationalized in 1975. In the early
1980s there were seven banks in the country, including the Agri-
cultural Development Bank, the Export Promotion Bank, the In-

dustrial Development Bank, and the Mortgage and Construction
Bank. There is no organized domestic securities market.

34INSURANCE

The fate of the Afghan National Insurance Co., which covered fire,
transport, and accident insurance, is unknown as of 2006.

35pUBLIC FINANCE

The fiscal year ends 20 March. Budget breakdowns have not been
available since 1979/80, when revenues totaled Ar15,788 mil-
lion and expenditures Ar16,782 million. In 2002, the Interim and
Transitional governing authorities were working with donor aid
agencies to finance the rebuilding of Afghanistan’s infrastructure
and society. The Interim Administration was supported by the
Asian Development Bank, the Islamic Development Bank, UNDP,
and the World Bank. An Implementation Group was established
to operate an Operational Costs Trust Fund for Afghanistan, to be
effective when the UNDP Start-up Fund ceased, to cover expen-
ditures normally financed by domestic revenue. The Operational
Costs Trust Fund was scheduled to cease to operate when the situ-
ation in Afghanistan reached fiscal normality, when the govern-
ment would be able to finance most or all of its own costs.

The US Central Intelligence Agency (CIA) estimated that in the
fiscal year 2004/05 Afghanistan’s central government took in reve-
nues of approximately $269 million and had expenditures of $561
million. Revenues minus expenditures totaled approximately -
$292 million. Total external debt was $8 billion.

36TAXATION

In the early 1980s, direct taxes accounted for about 15% of gov-
ernment revenues. The share provided by indirect taxes declined
from 42% to 30%, as revenues from natural gas and state enter-
prises played an increasing role in government finance. Tax col-
lection, never an effective source of revenue in rural areas, was
essentially disabled by the disruption caused by fighting and mass
flight. Under the Taliban, arbitrary taxes, including those on hu-
manitarian goods, were imposed.

In 2005 the government introduced an income (or wage) tax.
Employers with two or more employees were required to pay 10%
on annual income over about $3,500 and 20% on income over
about $27,000.

37CUSTOMS AND DUTIES

Before the turmoil of the late 1970s, customs duties, levied as a
source of revenue rather than as a protective measure, constituted
more than one-fourth of total government revenue. Both specific
and ad valorem duties of 20-35% were levied on imports. Other
costs included service and Red Crescent charges; monopoly and
luxury taxes; authorization and privilege charges, and a commis-
sion-type duty.

After the fall of the Taliban, Afghanistan’s warlords collected
customs duties for themselves rather than transferring the funds
to the Interim and Transitional authorities in Kabul. In May 2002,
it was estimated that $6-7 million in customs duties were paid
each month at Afghanistan’s borders with Pakistan, Iran, and Uz-
bekistan, very little of which went into the government treasury.
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38EOREIGN INVESTMENT

A 1967 law encouraged investment of private foreign capital in
Afghanistan, but under the PDPA government, Western invest-
ment virtually ceased. Between 1979 and 1987, the USSR provided
technical and financial assistance on more than 200 projects, in-
cluding various industrial plants, irrigation dams, agricultural sta-
tions, and a new terminal at the Kabul airport. After 1990, recon-
struction investments from Russia, Japan, and the United States
were channeled through the United Nations. The Taliban called
for Western support to help reconstruct Afghanistan, but Western
donors—already reluctant to support UN programs in the coun-
try—did not respond. After the fall of the Taliban, head-of-state
Hamid Karzai invited foreign direct investment (FDI) in Afghani-
stan, first to reach the people in the provinces who required sala-
ries and owed taxes, and then to invest in businesses that would
lead to industrial and technological development.

One of the main policies of the government as of 2006 was to
create a business-friendly environment and to attract foreign, as
well as domestic, investments. Both national and international ob-
servers realized that the economy of Afghanistan could not be sus-
tained long-term on the benefits of donor-led reconstruction, and
the trickle down effects of the opium economy. At the opening of
the Hyatt Hotel in Kabul in April 2004, President Hamid Karzai
declared that “Afghanistan is open for business”

The Afghan ministry of commerce calculated that between No-
vember 2003 and November 2004, $351 million in FDI made its
way into the country. The investment amount was relatively small,
but was a positive sign that the economy was orienting itself in the
right direction. Most of the investments came from Pakistan, Iran,
China, the UAE, EU countries, and the United States.

39ECONOMIC DEVELOPMENT

As 0f 2002, the World Bank was managing an Afghan Reconstruc-
tion Trust Fund (ARTF) to assist the Interim Administration in
funding physical reconstruction projects, including in the health
sector, as well as managing expenses such as salaries for state em-
ployees. The ARTF began in May 2002, as a joint proposal of the
World Bank, the UN Development Program (UNDP), the Asian
Development Bank, and the Islamic Development Bank. It was set
up to streamline international support to Afghanistan by organiz-
ing aid pledges within a single mechanism. Contributions to the
ARTF totaled more than $60 million in the first year and were ex-
pected to exceed $380 million over the four subsequent years. As
of November 2002, pledges of funding for Afghanistan reached
more than $4.5 billion for the first 30 months.

The main growth engines of the Afghan economy are donor-
led reconstruction, the opium business, agriculture, and carpet-
ing. The first two cannot sustain the economy long-term, and
Afghan policymakers faced a challenge to develop a strategy to
grow other sectors of the economy. As of 2006, the country re-
mained poor, landlocked, and dependent on farming, foreign aid,
and trade with neighboring countries. Much of the population
continued to live in abject conditions (without access to housing,
clean water, energy, or medical care), and the labor market was far
from dynamic. Its attractive 28-million person market was offset
by the lack of good infrastructure, and by security problems that

still loom outside Kabul. Policymakers were hopeful however, that
political stability would enable the economy thrive and grow.

4050CIAL DEVELOPMENT

Social welfare in Afghanistan has traditionally relied on family
and tribal organization. In the villages and small towns, a tax to
benefit the poor is levied on each man. Social welfare centers in
the provincial capitals exist to care for disabled people, but these
are able to assist only a small number of those in need. Most other
welfare activities are still unorganized and in private hands. In the
early 1990s, a social insurance system provided old age, disabil-
ity, and survivors’ pensions; sickness and maternity benefits; and
workers’ compensation.

Traditionally, women had few rights in Afghanistan, with their
role limited largely to the home and the fields. Advances in wom-
en’s rights were made from 1920 onward, and by the 1970s, wom-
en were attending school in large numbers, were voting, and held
government jobs—including posts as cabinet ministers, and were
active in the professions. The victory of the extremely conservative
Taliban in 1996 reversed this trend. Strict limits on the freedoms
of women were put in place. Under the constitution of 2004, the
government provided for freedom of speech, the press, assembly,
association, religion, and movement; however, serious problems
remained in the area of human rights. Although the rule of law
applied throughout the country, in practice its recognition was
limited.

Violence, including rape and kidnapping, and societal discrimi-
nation against women and minorities persisted. Terrorist attacks
and extreme violence continued. Extrajudicial and unlawful kill-
ings by the government or its agents and police still occurred. Ci-
vilians were killed as rebel forces battled. Torture and excessive use
of force were reported. Detention conditions were inadequate.

With the end of the Taliban, women and girls were permitted
to attend schools and universities, and the enforced wearing of the
burka was ended. Men were allowed to shave, music and televi-
sion were permitted, and a host of Taliban-imposed restrictions
on society ended. Many women continued to wear the burka, or
chadri, out of tradition, but also due to fear of harassment or vio-
lence. Reports claimed that trafficking in women and children for
forced labor, prostitution, and sexual exploitation was increasing.
The country was both a source and transit point for trafficking.
Trafficking victims faced societal discrimination, especially with
regard to sexual exploitation. There are no child labor laws or oth-
er legislation to protect child abuse victims. The law criminalizes
homosexual activity.

Women in urban areas regained some measure of rights to pub-
lic life, however lack of education under Taliban rule restricted
employment possibilities. On the other hand, in 2004 regulations
changed to allow married women to attend high school classes.
Certain other restrictions on women were lifted in 1998. Wom-
en were allowed to work as doctors and nurses (as long as they
treated only women) and were able to attend medical schools. Yet,
women were denied adequate medical care due to the societal
barriers discouraging them from seeking care from male health
workers. Widows with no means of support were allowed to seek
employment.
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4THEALTH

Starvation, disease, death, war, and migration had devastating ef-
fects on Afghanistan’s health infrastructure in the 1990s. Accord-
ing to the World Health Organization, medication was scarce.
Even before the war disrupted medical services, health conditions
in Afghanistan were inadequate by western standards

In 2004, there were an estimated 18 physicians per 100,000 peo-
ple. In addition, there were fewer than 3 pharmacists, 3 dentists,
and 22 nurses per 100,000 population that year. Approximately
only 29% of the population had access to health services. Few peo-
ple had access to safe water and adequate sanitation.

In 2005, estimated life expectancy was 42.9 years—one of the
lowest in the world—and infant mortality was estimated at 163.07
per 1,000 live births, which gives the country the world’s second-
highest mortality rate for infants. The maternal mortality rate in
2002 was one of the highest in Central Asia, with 1,600 maternal
deaths per 100,000 live births. The death rate in 2002 was 17 per
1,000 people. In 2002, some 80,000 children a year were dying of
diarrheal disease. From 1978 to 1991, there were over 1.5 million
war-related deaths. It is estimated that 3,767 civilians died because
of US bombs in Afghanistan in the period 7 October-7 December
2001. Approximately 300-400 civilians were killed in the period
October 2001-July 2002.

As 0f 2002, Afghanistan had an average of four hospital beds for
every 10,000 people. Most of the country’s facilities are in Kabul,
and those needing treatment must traverse the countryside to get
there. Health care was being provided primarily by the interna-
tional community. Some military field hospitals were set up as a
result of the US-led coalition war. There are some medical facili-
ties supported by the Red Cross operating in the country. In 24 of
31 provinces there are no hospitals or medical staff.

*2HOUSING

According to an official report, there were 200,000 dwellings in
Kabul in the mid-1980s. The latest available figures for 1980-88
show a total housing stock of 3,500,000 with 4.4 people per dwell-
ing. However, years of conflict have caused severe damage to the
housing stock. In 2003, UN-Habitat reported that about 26% of all
housing had been destroyed or seriously damaged. About 20-25%
of the population did not have access to piped supplies of safe wa-
ter and about 84% of the population had no sanitary toilets.

The UN High Commissioner for Refugees (UNHCR) has been
the leader in providing homes and shelter for returning Afghan
refugees, internally displaced persons, and the extremely poor.
From 2002-04, over 100,000 rural homes were built through the
collaboration of UNHCR and the Afghan Ministry of Refugees
and Repatriation. Others funding housing development includ-
ed the UN Development Program, the International Organization
for Migration, and CARE International, while the agencies imple-
menting the programs are the Ministry for Rural Rehabilitation
and Development (MRRD) in Afghanistan, the United Nations
Human Settlement Program (HABITAT), the International Res-
cue Committee (IRC), and an assortment of international and lo-
cal nongovernmental organizations (NGOs).

Houses in farming communities are built largely of mud brick
and frequently grouped within a fortified enclosure, to provide
protection from marauders. The roofs are flat, with a coating of

mixed straw and mud rolled hard above a ceiling of horizontal
poles, although in areas where timber is scarce, separate mud
brick domes crown each room. Cement and other modern build-
ing materials are widely used in cities and towns. Every town has
at least one wide thoroughfare, but other streets are narrow lanes
between houses of mud brick, taller than those in the villages and
featuring decorative wooden balconies.

43EDUCATION

At the last estimates, the adult literacy rate was about 36% for
the total population—51% for males and 21% for females. Edu-
cation is free at all levels. The primary education program cov-
ers six years. The secondary education (middle school and high
school) includes another six-year program. About 29% of school-
aged children are enrolled at the primary level. About 14% of all
appropriately aged children are enrolled in secondary programs.
Vocational training is provided in secondary schools and senior
high schools, and approximately 6% of students are enrolled in
the vocational system. Theoretically, education is compulsory for
six years. The new constitution proposed to change the standard
to nine years of compulsory education.

Boys and girls are schooled separately. In 2003, the average pupil
to teacher ratio for primary school was 61:1. Children are taught
in their mother tongue, Dari (Persian) or Pashtu (Pashto), during
the first three grades; the second official language is introduced in
the fourth grade. Children are also taught Arabic so that they may
be able to read the Koran (Quran). The school year extends from
early March to November in the cold areas and from September to
June in the warmer regions.

In addition to the secular public education system, the tradi-
tional Islamic madrassa school system is functioning. At the ma-
drassas, children study the Koran, the Hadith (Sayings of the
Prophet Muhammad), and popular religious texts.

All teachers have civil service status. The educational system is
totally centralized by the state.

The University of Kabul, which is now coeducational, was
founded in 1932. In 1962, a faculty of medicine was established
at Jalalabad in Nangarhar Province; this faculty subsequently be-
came the University of Nangarhar. In January 2006, there were at
least eight universities and three other institutes of higher educa-
tion. An estimated 1,000 women throughout Afghanistan partici-
pated in university entrance examinations in 2002.

44 IBRARIES AND MUSEUMS

For centuries, manuscript collections were in the hands of the
rulers, local feudal lords, and renowned religious families. Print-
ing came fairly late to Afghanistan, but with the shift from the
handwritten manuscript to the printed book, various collections
were formed. Kabul Central Library is a public library (1920) with
60,000 volumes. The Khairkhona Library is the only other public
library in Kabul. The library of the University of Kabul has about
250,000 volumes. There is a library at Kabul Polytechnic Univer-
sity with 6,000 volumes. A government library, at the ministry of
education also in Kabul, houses 30,000 volumes. As of 2005, there
were six provincial libraries, but in various stages of repair and
reconstruction.

Prior to the devastating civil war, the Kabul Museum (founded
in 1922) possessed an unrivaled collection of stone heads, bas-re-
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liefs, ivory plaques and statuettes, bronzes, mural paintings, and
Buddhist material from excavations at Hadda, Bamian, Bagram,
and other sites. It also contained an extensive collection of coins
and a unique collection of Islamic bronzes, marble reliefs, Kusham
art, and ceramics from Ghazni. During several decades of warfare,
however, the museum was plundered by various armed bands,
with much of its collection sold on the black market or systemati-
cally destroyed. In March 2001, the Taliban dynamited the Bami-
yan Buddhas and sold the debris and the remains of the original
sculpture. Small statues of the Buddhas in Foladi and Kakrak were
destroyed. Most of the statues and other non-Islamic art works in
the collections of the Kabul Museum were destroyed, including
those stored for security reasons in the ministry of information
and culture.

UNESCO has undertaken a plan to conserve the archaeological
remains and the minaret at Jam, and to make it a World Heritage
site. The minaret was built at the end of the 12th century and, at 65
m (215 ft) is the second-tallest in the world after the Qutub Mina-
ret in New Delhi, India.

The National Archives of Afghanistan in Kabul was established
in 1973. Holdings include government documents and ancient
books, the most important being a 500-year-old Koran. Also in
Kabul is the Kabul University Science Museum, with an exten-
sive zoological collection and a museum of pathology. There are
provincial museums at Bamyan, Ghazni, Herat, Mazar-e Sharif,
Maimana, and Qandahar. Major religious shrines have collections
of valuable objects.

4SMEDIA

Limited telephone service to principal cities and some smaller
towns and villages is provided by the government. In 2003, there
were an estimated 2 mainline telephones for every 1,000 people.
The same year, there were approximately 10 mobile phones in use
for every 1,000 people. In 2004, the CIA reported that there were
50,000 main phone lines and 600,000 cellular mobile phone lines
in use (about 3 out of every 10 Afghans had a cellular phone). In
2005, four wireless telephone service providers were licensed.

The media in Afghanistan was severely restricted by the Tal-
iban. Since the fall of that regime, freedom of expression has been
provided for in the constitution. However, a 2002 press law con-
tained an injunction against information that would be consid-
ered insulting to Islam and, while an independent media is begin-
ning to grow, as of 2004, the state owned at least 35 publications
and a majority of the electronic media.

The first television broadcast took place in 1978. There are at
least 10 television stations, with the main central station in Kabul
being operated by the government. In 2004, there were at least
40 radio broadcast stations (approximately equal numbers of AM
and FM), with programming available in Pashtu, Afghan Persian
(Dari), Urdu, and English. In 2003, there were an estimated 114
radios and 14 television sets for every 1,000 people. On 12 Sep-
tember 2004 the first independent radio station established entire-
ly by private sector funds was inaugurated in Ghazni province.

In 2004, there were approximately 300 publications in the coun-
try. Mazar-e Sharif alone had an estimated 50 publications. Major
newspapers, all headquartered in Kabul, (with estimated 1999 cir-
culations) are Anis (25,000), published in Dari and Pashto; Hewad
(12,200), and New Kabul Times (5,000), in English. In January

2002, the independent newspaper Kabul Weekly began publish-
ing again, after having disappeared during the period when the
Taliban was in power. The first issue carried news in Dari, Pashto,
English, and French.

News agencies include the state-operated Bakhtar News Agency
and the privately owned Pajhwok Afghan News, Hindokosh, and
Afghan Islamic Press.

In 2005, there were 25,000 people with Internet access.

46ORGANIZATIONS

Afghanistan has over 2,300 registered nongovernmental organiza-
tions and approximately 300 registered social organizations. Or-
ganizations to advance public aims and goals are of recent origin
and most are sponsored and directed by the government.

The National Fatherland Front, consisting of tribal and political
groups that support the government, was founded in June 1981
to bolster the People’s Democratic Party of Afghanistan (PDPA)
regime and to promote full and equal participation of Afghan na-
tionals in state affairs. The Revolutionary Association of the Wom-
en of Afghanistan (RAWA), established in Kabul in 1977, is an
independent political organization of Afghan women focusing on
human rights and social justice.

With political changes in the country throughout the past
decade, a number of new women’s groups have developed. The
Women’s Welfare Society carries on educational enterprises, pro-
vides training in handicrafts, and dispenses charitable aid, while
the Maristun, a social service center, looks after children, men,
and women while teaching them crafts and trades. These include
the Afghan Women Social and Cultural Organization (AWSCO,
est. 1994), the Afghan Women’s Educational Center (AWEC, est.
1991), the Afghan Women’s Network (AWN, est. 1995), the Edu-
cational Training Center for Poor Women and Girls of Afghani-
stan (ECW, est. 1997), the New Afghanistan Women Association
(est. 2002 as a merger of the Afghan Women Journalist Associa-
tion and the Afghan Feminine Association), and the World Orga-
nization for Mutual Afghan Network (WOMAN, est. 2002).

The Union of Afghanistan Youth is a national nongovernment
organization representing the concerns of the nation’s youth and
young adults in the midst of transition and reconstruction. The
organization serves as a multiparty offshoot of the Democratic
Youth Organization of Afghanistan (DYOA), which has worked
closely with the People’s Democratic Party of Afghanistan. Though
the Scouting Movement of Afghanistan was disbanded in 1978,
the World Organization of the Scout Movement (WOSM) began
conducting seminars in July 2003 to encourage and support the
rebirth of scouting programs. There are a number of sports or-
ganizations throughout the country, including those for football
(soccer), tennis, cricket, and track and field; many of these are
linked to international organizations.

The Red Crescent, the equivalent of the Red Cross, is active in
every province, with a national chapter of Red Crescent Youth also
active. Afghanistan also hosts chapters of Habitat for Humanity
and HOPE Worldwide.

An institute, the Pashto Tolanah, promotes knowledge of Pashto
literature, and the Historical Society (Anjuman-i-Tarikh) amass-
es information on Afghan history. The Afghan Carpet Exporters’
Guild, founded in 1987, promotes foreign trade of Afghan carpets
and works for the improvement of the carpet industry.
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47TOURISM, TRAVEL, AND RECREATION

The tourism industry, developed with government help in the ear-
ly 1970s, has been negligible since 1979 due to internal political
instability. A passport and visa are required for entrance into Af-
ghanistan. In 1999, the UN estimated the daily cost of staying in
Kabul at $70. Approximately 61% of these costs were estimated to
be the price of a room in a guesthouse. Travel was highly restricted
in the country due to the US-led campaign against the Taliban and
al-Qaeda.

48EAMOUS AFGHANS

The most renowned ruler of medieval Afghanistan, Mahmud of
Ghazni (971?-1030), was the Turkish creator of an empire stretch-
ing from Ray and Isfahan in Iran to Lahore in India (now in Paki-
stan) and from the Amu Darya (Oxus) River to the Arabian Sea.
Zahir ud-Din Babur (1483-1530), a Timurid prince of Ferghana
(now in the former USSR), established his base at Kabul and from
there waged campaigns leading to the expulsion of an Afghan rul-
ing dynasty, the Lodis, from Delhi and the foundation of the Mu-
ghal Empire in India.

Many eminent figures of Arab and Persian intellectual histo-
ry were born or spent their careers in what is now Afghanistan.
Al-Biruni (973-1048), the great Arab encyclopedist, was born in
Khiva but settled in Ghazni, where he died. Abdul Majid Majdud
Sana’i (1070-1140), the first major Persian poet to employ verse
for mystical and philosophical expression, was a native of Ghazni.
Jalal ud-Din Rumi (1207-73), who stands at the summit of Per-
sian poetry, was born in Balkh but migrated to Konya (Iconium)
in Turkey. The last of the celebrated Persian classical poets, Abdur
Rahman Jami (1414-92), was born in Khorasan but spent most of
his life in Herat. So did Behzad (1450?-1520), the greatest master
of Persian painting.

The founder of the state of Afghanistan was Ahmad Shah Ab-
dali (1724-73), who changed his dynastic name to Durrani. He
conquered Kashmir and Delhi and, with his capital at Qandahar,
ruled over an empire that also stretched from the Amu Darya to
the Arabian Sea. Dost Muhammad (1789-1863) was the founder
of the Muhammadzai (Barakzai) dynasty. In a turbulent career,
he both fought and made peace with the British in India, and
unified the country. His grandson, Abdur Rahman Khan (1844-
1901), established order after protracted civil strife. Amanullah
Khan (1892-1960), who reigned from 1919 to 1929, tried social
reforms aimed at Westernizing the country but was forced to ab-
dicate. Muhammad Nadir Shah (d.1933), who was elected king

by a tribal assembly in 1929, continued Amanullah’s Westerniza-
tion program. His son, Muhammad Zahir Shah (b.1914), was king
until he was deposed by a coup in July 1973. Lieut. Gen. Sardar
Muhammad Daoud Khan (1909-78), cousin and brother-in-law
of King Zahir, was the leader of the coup and the founder and
first president of the Republic of Afghanistan. Leaders in the vio-
lent years after the 1978 “Saur Revolution” were Nur Muhammad
Taraki (1917-79), founder of the People’s Democratic Party of Af-
ghanistan (PDPA); Hafizullah Amin (1929-79), Taraki’s successor
as president of the Revolutionary Council and secretary-general
of the PDPA; Babrak Karmal (1929-96), leader of the pro-Soviet
Parcham group of the PDPA and chief of state from December
1979 until May 1986; and Dr. Mohammad Najibullah (1947-96),
former head of the Afghan secret police who was brutally execut-
ed by the Taliban militia after they seized control of Kabul. Ahmed
Shah Massoud (1953?-2001) played a leading role in driving the
Soviet Union out of Afghanistan; after the rise of the Taliban, he
became the military leader of the Northern Alliance. Massoud was
the victim of a suicide attack two days before the 11 September
2001 terrorist attacks on the United States; some speculate Osama
bin Laden had a hand in his assassination, to ensure the protection
and cooperation of the Taliban. Hamid Karzai (b.1957) is the first
democratically elected president of Afghanistan. Karzai worked to
overthrow the Taliban. After the regime’s demise in 2001, Karzai
became the chairman of the transnational administration and in-
terim president until his election in the first direct election in the
country, held in 2004.

49DEPENDENCIES

Afghanistan has no territories or colonies.
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AUSTRALIA

Commonwealth of Australia

CAPITAL: Canberra

FLAG: The flag has three main features: the red, white, and blue Union Jack in the upper left quarter, indicat-
ing Australia’s membership in the Commonwealth of Nations; the white five-star Southern Cross in the right
half; and the white seven-pointed federal star below the Union Jack. The flag has a blue ground. Of the five
stars of the Southern Cross, four have seven points and one has five points.

ANTHEM: God Save the Queen is reserved for regal and state occasions and whenever singing is appropriate;
the national tune is Advance Australia Fair.

MONETARY UNIT: The Australian dollar (a$) is a paper currency of 100 cents. There are coins of 5, 10, 20,
and 50 cents and 1 and 2 dollars, and notes of 5, 10, 20, 50 and 100 dollars. A$1 = Us$0.76336 (Us$1 = A$1.31)
as of 2005.

WEIGHTS AND MEASURES: Metric weights and measures are used. The Australian proof gallon equals 1.37
US proof gallons.

HOLIDAYS: New Year’s Day, 1 January; Australia Day, last Monday in January; Anzac Day, 25 April; Queen’s
Birthday, second Monday in June; Christmas, 25 December; Boxing Day, 26 December. Numerous state holi-
days also are observed. Movable religious holidays include Good Friday, Easter Saturday, and Easter Mon-
day.

TIME: Western Australia, 8 PM = noon GMT; South Australia and Northern Territory, 9:30 pm; Victoria, New
South Wales, Queensland, and Tasmania, 10 pM. Summer time is 1 hour later in all states except Western Aus-

tralia, Queensland, and the Northern Territory.

TLOCATION, SIZE, AND EXTENT

Lying southeast of Asia, between the Pacific and Indian oceans,
Australia, the world’s smallest continent, is almost completely sur-
rounded by ocean expanses. Australia is slightly smaller than the
United States, with a total area of 7,686,850 sq km (2,967,909 sq
mi). The five mainland states are New South Wales, 801,600 sq
km (309,500 sq mi); Queensland, 1,727,200 sq km (666,900 sq
mi); South Australia, 984,000 sq km (379,900 sq mi); Victoria,
227,600 sq km (87,900 sq mi); and Western Australia, 2,525,500
sq km (975,100 sq mi). The island state of Tasmania has an area of
67,800 sq km (26,200 sq mi); the Northern Territory, 1,346,200 sq
km (519,800 sq mi); and the Australian Capital Territory, 2,400 sq
km (900 sq mi). The country, including Tasmania, extends about
4,000 km (2,500 mi) E-w and 3,180 km (1,980 mi) N-s.

Australia is bounded on the N by the Timor and Arafura seas, on
the NE by the Coral Sea, on the E by the Pacific Ocean, on the SE by
the Tasman Sea, and on the s and w by the Indian Ocean, with a to-
tal coastline of 25,760 km (16,007 mi). Neighboring areas include
Irian Jaya (part of Indonesia) and Papua New Guinea to the north,
New Zealand to the southeast, and Indonesia to the northwest.

Australia’s capital city, Canberra, is located in the southeastern
part of the country.

2TOPOGRAPHY

The continent of Australia is divided into four general topo-
graphic regions: (1) a low, sandy eastern coastal plain; (2) the
eastern highlands, ranging from 300 to more than 2,100 m
(1,000-7,000 ft) in altitude and extending from Cape York Pen-
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insula in northern Queensland southward to Tasmania; (3) the
central plains, consisting largely of a north-south series of drain-
age basins, including the Great Artesian Basin, which underlies
about 1,751,480 sq km (676,250 sq mi) of territory and is the
most extensive area of internal drainage in the world; and (4) the
western plateau, covered with great deserts and “bigger plains”
(regularly spaced sand ridges and rocky wastes), rising 300 to
600 m (1,000-2,000 ft) high and constituting most of the western
half of the continent.

Australian mountains have eroded over recent geological pe-
riods, and only about 6% of the continent is above 600 m (2,000
ft); the average elevation is less than 300 m (1,000 ft). The highest
point is Mt. Kosciusko, 2,228 m (7,310 ft), in the Australian Alps
of the southeastern corner of New South Wales; the lowest point is
Lake Eyre in South Australia, 15 m (49 ft) below sea level. In 1983,
grains of rock from Western Australia were dated at 4.1-4.2 bil-
lion years old, making them the oldest ever found on earth.

The most important river system, and the only one with a perma-
nent, year-round flow, is formed by the Murray, Darling, and Mur-
rumbidgee rivers in the southeast. The Murray River, Australia’s
largest, rises in the Australian Alps of New South Wales and flows
some 2,600 km (1,600 mi) west and southwest to empty into the sea
below Adelaide, South Australia. Several other rivers are important,
but for the most part they carry great amounts of water in the wet
season and are dry for the rest of the year. The largest lakes have no
outlet and are usually dry. The coastline is smooth, with few bays or
capes. The two largest sea inlets are the Gulf of Carpentaria in the
north, between Arnhem Land and the Cape York Peninsula, and
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the Great Australian Bight in the south. The Great Barrier Reef, the
longest coral reef in the world, extends for about 2,000 km (1,243
mi) off the east coast of Queensland.

3CLIMATE

Although it has a wide diversity of climatic conditions, Australia
is generally warm and dry, with no extreme cold and little frost, its
temperatures ranging from comfortably mild in the south to hot
in the central interior and north. July mean temperatures average
9°C (48°F) in Melbourne in the southeast and 25°c (77°F) in Dar-
win in the north. January mean temperatures average 20°c (68°F)
in Melbourne and 30°c (86°F) in Darwin. Summer readings often
reach 38°c (100°r) or more in almost any area of the continent
and may exceed 46°c (115°F) in interior regions. Winds are light
to moderate, except along the coasts, where severe cyclones have
occurred. On 25 December 1974, a cyclone and flood devastated
most of Darwin; at least 49 people were killed, and some 20,000
were left homeless.

The continent is subject to great variations in rainfall, but ex-
cept for a few areas rainfall is insufficient, and the rate of evapora-
tion is high. Mean annual rainfall is 42 cm (17 in), much less than
the world mean of 66 cm (26 in). About 18% of the land area is
desert. Only about 20% has more than 76 cm (30 in) of rain an-
nually, but these areas suffer from a long dry season, while others
have too much rain. Only Tasmania, Victoria, and parts of New
South Wales have enough rainfall all year round. Droughts and
floods occur irregularly but frequently over large areas. Drought
conditions became very severe in the early 1980s, leading to dust
storms, fires, and multibillion-dollar crop losses. Again in 1994
95, a severe drought devastated eastern agricultural regions.

4FLORA AND FAUNA

Many distinctive forms of plant and animal life are found, espe-
cially in the coastal and tropical areas. There are some 500 species
of eucalyptus and 600 species of acacia (wattle). Other outstand-
ing trees are the baobab, blackwood, red cedar, coachwood, jarrah,
Queensland maple, silky oak, and walnut. Native trees shed bark
instead of leaves. Numerous types of wild flowers grow in the bush
country, including boronia, Christmas bush, desert pea, flanner
flower, Geraldton wax plant, kangaroo paw, pomaderris, and wara-
tah. There are 470 varieties of orchids. About 200 kinds of mam-
mals, 200 kinds of lizards, and 350 kinds of birds are indigenous.
Apart from marsupials (bandicoots, kangaroos, koalas, possums,
Tasmanian devils, tree kangaroos, and wallabies), the most unusual
animals are the dingo, echidna, flying fox (fruit bat), platypus, and
wombat. Birds include the anhinga, bellbird, bowerbird, cassowary,
emu, galah, kookaburra (laughing jackass), lyrebird, fairy penguin,
rosella, and many types of cockatoos, parrots, hawks, and eagles.

Many species of trees, plants, and domestic animals have been
imported, often thriving at the expense of indigenous types. Herds
of wild buffalo, camels, donkeys, horses, and pigs, descendants
of stock that strayed from herds imported by pioneers, roam the
sparsely settled areas. The proliferation of rabbits resulted in a men-
ace to sheep, and in 1907, a thousand-mile-long fence was built to
keep rabbits out of Western Australia. Subsequently, a similar fence
was erected in the east to prevent the incursion of dingos.

SENVIRONMENT

The principal government institutions responsible for environ-
mental matters are the Department of Home Affairs and Environ-
ment, the Australian Environment Council, and the Council of
Nature Conservation Ministers. A national conservation strategy,
developed by the states, the Northern Territory, and the federal
government, in cooperation with the International Union for the
Conservation of Nature and Natural Resources, the World Wild-
life Fund, and the UNEP, became national policy in 1980.

The Environment Protection (Impact of Proposals) Act of 1974
establishes procedures for ensuring that environmental impact is
considered in governmental decision making. The Whale Protec-
tion Act of 1981 prohibits killing, capturing, injuring, or inter-
fering with a whale, dolphin, or porpoise within Australia’s 200
mi economic zone or, beyond the zone, by Australian vessels and
aircraft and their crews. The Environment Protection (Nuclear
Codes) Act of 1978 mandates the development of uniform safety
standards for uranium mining and milling and for the transport of
radioactive materials. The Protection of the Sea (Discharge of Oil
from Ships) Act of 1981 and the Protection of the Sea (Prevention
of Pollution from Ships) Act of 1983 prevent or limit pollution
from oil or noxious substances.

Water being a scarce resource in Australia, problems of wa-
ter quality and availability are a constant concern. As of 2001, the
country had only 352 cu km of renewable water resources, although
safe drinking water was available to all urban and rural dwellers. A
cause for concern has been the increased salinity in the Murray Val-
ley, caused by diverting water inland from the coast for irrigation,
as well as the rise in saline water tables in Western Australia, due
to excessive land clearing for dry-land farming. Another significant
environmental problem is inland damage due to soil erosion. The
quality of the soil is also affected by salinization. In the mid-1990s
Australia was among the top 20 world producers of carbon dioxide
emissions from industry, which totaled 267.9 million tons per year,
or 15.24 tons per capita. In 2000, the country produced 344.8 ,mil-
lion metric tons of carbon dioxide emissions.

As of 2000, about 20% of the total land area of Australia was
forested. The country has the third most extensive mangrove area
in the world, covering over one million ha. In 2003, about 13% of
the total land area was protected, including 11 natural UNESCO
World Heritage Sites and 64 Ramsar wetland sites.

In 2002, there were about 252 species of mammals, 497 species
of birds, and over 15,500 species of higher plants. According to
the 2004 IUCN Red List Report, the number of threatened spe-
cies included 63 types of mammals, 60 species of birds, 38 types
of reptiles, 47 species of amphibian, 74 species of fish, 176 types
of mollusks, 107 other invertebrates, and 56 species of plants. En-
dangered species include the banded anteater, greater rabbit-eared
bandicoot, Leadbeater’s opossum, northern hairy-nosed wom-
bat, woylie, bridled nail-tail wallaby, five species of turtle (west-
ern swamp, green sea, hawksbill, leatherback, and olive ridley),
Tasmanian freshwater limpet, granulated Tasmanian snail, Afri-
can wild ass, western ground parrot, paradise parakeet, helmet-
ed honey eater, noisy scrub-bird, western rufous bristlebird, Lord
Howe wood rail, Lord Howe currawong, small hemiphlebia dam-
selfly, Otway stonefly, giant torrent midge, and Tasmanian torrent
midge. Lord Howe stick insect, Gray’s marble toadlet, the dusky



Australia

21
- N L ( l ) s
INDONESIA NE/W GUINEA )
AUSTRALIA o : S~k PAPUA"
—\ J
_|o 200 400 600 Miles |~ . /e ~NEW'GUI NE A
)1 1 1 | B X
< | e — L Port\ “
0 200 400 600 Kilometers Moresb )
_ A rafu ra Sea Torres Strait y @
.0 2 ) ~
- Timor  Menilel, Bamaga /e Cope York -
N A
S ea _ __Cape ¢ ’
Van Diemen GV @ —— i) / Arnhem {
. in Arnhem N
; Darwin Lan Gulfof o Capz \‘ \\ OO
Joseph /|~ . J/ ork [ 2
Bﬂ"ﬂl’“f’EJ Pine ® J e Carpentaria ‘}Pemnsula B
INDIAN I e T N
3 o . PRI
Klmberley ® sullo - . Mornington 1. / River NE <L
e Plateau River Borrloola® A& / Calrns‘ N 6‘9
{ Lake / LY
Beagle Bax/. o Derby Argyle o/ :n N
| Dampier NORTHERN § Burketown > [N =
y S 0N ‘e
St TERRITORY % - L Te
/ - .
ighty “\\\Eft/ Balgo %%
EigT— GREAT L4 Tanami 69 ® Mount
% port Desert T Isa
Barrowl. SANDY
0/ Hedland M S
North West " HAMERg; 2 DESERT ACDONNELL RANG QUEENSLAND
ape A4, . .
Exmouth « ® Alice Springs a Great 4
. yers Rock . 3 c S
Red Bluff | Mt, Newman Gibson Desert A 2sian Simpson %, Artesian < \.Bundaberg
| ¢ 3,451 ft. 867 m. Desert L B e )
\ gCarnarvon 1053 m. ) asin 174
L4 WESTERN < e o)
Mt. Sir Thomas ¢@ Gympie o)
AUSTRALIA 2,536 ft. [
773 m. Lake Toowoomba , (Brisbane
. SOUTH Eyre o Hungerford ®Gold
\ o (
\ o Geraldton GREAT VICTORIA DESERT  AUSTRALIA  [ake /,/J\fc, Coast
N ~~Torrens TN /
) Kalgoorlie Nullarbon Plain ., ) (\a‘%/ \ Tamworth $ y
\ 3 (] . alata . Broken o 0“ ( o |
= e ey L Hill /NEW q
Perth\e & John Eyre Motel ® ——Scorpion Bight  Point Brown ’Wh)’a”a y SOUTH \ \eb Né’ |
Fremantle,’ ~ Point Culver ] / WALES Qrange. Q weastle
S y. ( " (
Bunburyb % Esperinfcs. — 'i’ape Pasley Great A(,iel?ldﬁ ;l‘{\’,/rf’y’%&? 0 '," Sydney
ol - P g e | ‘
Cape Naturaliste | m __Jood Point Amstraliom . y g/ Meningie ’%( \\(f/év.,s@ J WO"Ongong &
Flind, B o ; . \ .
maers uywaltp le Albany Bight Kangarool Bendigo% ‘ Canberra c’%
Christmas | Ashi & Cartier I copelete (\\ Ballarat VICTORIA® M;:om“ko \\
.. Ashmore & Cartier Is. . \ 8.
= : > o) A Coral Sea G‘éelong,f ) e[bQUrne &0’
Cocos Is. NE 2f\ ) ™ Islands V) S
</ Territory ., Bass Strait [\
o~ J ~ King 1./ <\ Flinders 1. 1
Islands administered ‘)ﬂ‘ AUSTRALIA N Devonp(\;rt\.ﬂr “Launceston
by Australia § § o \ L4
\ - / Nz W e Tasmania a
P VI | Hobart
SN Sy / N /
&\&/*J g South West Cape -
2
s
- Heard & McDonald Is. 5
> Macquarie .
LOCATION: (including Tasmania) 113°09' to 153°39" E; 10°41’ to 43°39's. TERRITORIAL SEA LIMIT: 3 miles

NOTE: Dotted outlines indicate lake beds that are dry except during rainy seasons

flying fox, the Tasmanian wolf, and the banded hare wallaby are
among the country’s 42 extinct species.

SPOPULATION

The population of Australia in 2005 was estimated by the Unit-
ed Nations (UN) at 20,351,000, which placed it at number 52 in
population among the 193 nations of the world. In 2005, approxi-
mately 13% of the population was over 65 years of age, with an-

other 20% of the population under 15 years of age. There were 98
males for every 100 females in the country. According to the UN,
the annual population rate of change for 2005-2010 was expected
to be 0.6%, a rate the government viewed as satisfactory. The pro-
jected population for the year 2025 was 24,233,000. The popula-
tion density was 3 per sq km (7 per sq mi).
The UN estimated that 91% of the population lived in urban ar-
eas in 2005, and that urban areas were growing at an annual rate
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of 1.11%. The capital city, Canberra, had a population of 373,000
in that year.

The 2005 population totals of the six state capitals were estimated
as follows: Sydney, New South Wales, 4,388,000; Melbourne, Vic-
toria, 3,663,000; Brisbane, Queensland, 1,769,000; Perth, Western
Australia, 1,484,000; Adelaide, South Australia, 1,137,000; and Ho-
bart, Tasmania, 202,138. Four other large cities are Newcastle, New
South Wales, 494,400; Gold Coast, Queensland, 469,214; Wollon-
gong, New South Wales, 274,072; and Geelong, Victoria, 190,000.

One-third of Australia is virtually uninhabited; another third is
sparsely populated. The total population is quite small compared
to the large land mass. Most of the cities are located in the east and
southeast, with many inhabitants living on the coast.

“MIGRATION

After World War II, the government promoted immigration of the
maximum number of persons Australia could absorb without eco-
nomic disequilibrium. In 1979, however, with the unemployment
rate rising, the government tightened immigration requirements
so that Australians would not lose jobs to the newcomers. Under
the new system, assessments of applications are based on such fac-
tors as age, skills, and family ties, with priority given to reunion of
families sponsored by Australian residents. In 2001, the Migration
Program allowed 80,610 entry visas, most granted under the fam-
ily and skill based categories.

Most of the 4.2 million immigrants to Australia between 1945
and 1985 were from the United Kingdom, Italy, and Greece. The
government encouraged immigrants of working age to settle in
rural areas, but many immigrants preferred to work in the cit-
ies. The record high for new settlers was 185,099, in 1969-70. The
number of permanent settlers arriving in 1991 was 116,650, up
from a postwar low of 52,748 in 1975-76. From World War II to
1991, over 460,000 refugees settled in Australia. These included
more than 130,000 Indochinese. In 2003-2004 citizenship was
granted to 788 onshore applications, the largest numbers granted
to Iranians, Chinese, and Iranians, respectively. In 2003, the for-
eign labor force was 24.9% of the total labor force

As of the end of 2004, Australia had 63,476 refugees and 5,022
asylum-seekers, primarily from Afghanistan, Iraq, China, and Ser-
bia and Montenegro. The majority of illegal immigrants are those
who entered the country legally but remained beyond the expira-
tion of their visas. From mid-year 2003 to mid-year 2004 there
were 50,900 overstayers. The government is undertaking more
stringent measures to identify and remove illegal aliens. Australia
has also set up programs to assist the integration of migrants and
refugees by providing services and education.

As of 2005 the estimated net migration rate was 3.91 per thou-
sand. The government views the migration levels as satisfactory.

8ETHNIC GROUPS

Most Australians are of British or Irish ancestry. In 2005, approx-
imately 92% of the population was Caucasian. The Asian-born
population tally stood at 7% while aboriginal and other groups
comprised only 1% of the population.

After the coming of the Europeans, the aboriginal population
declined drastically, from about 300,000-1,000,000 to some 60,000
by the early 1920s. By the 1950s, however, the decline was reversed.

In the 1991 census 265,492 people identified themselves as being
of aboriginal or Torres Strait Islander origin, or 1.5% of the popu-
lation. (Of these, the latter numbered 26,902.) Many of them live
in tribal conditions on government reservations in the north and
northwest; some 39,918 were in the Northern Territory in the 1991
census and 41,792 in Western Australia. Queensland had 70,130,
and New South Wales, 70,020. Their social organization is among
the most complex known to anthropologists. They do not culti-
vate the soil but are nomadic hunters and food gatherers, without
settled communities. Anthropologists believe the aboriginals, also
known as Australoids, are relatively homogeneous, although they
display a wide range of physical types. Their serological, or blood-
group, pattern is unique, except for a faint affinity with the Pani-
yan of southern India and the Veddas of Sri Lanka. The aboriginals
probably originated from a small isolated group subject to chance
mutation but not to hybridization. There seems to be a sprinkling
of Australoid groups in India, Sri Lanka, Sumatra, Timor, and New
Guinea. In 1963, aboriginals were given full citizenship rights, al-
though as a group they continued to suffer from discrimination
and a lower living standard than European Australians generally.
Beginning in the 1960s, the government abandoned its previous
policy of “assimilation” of the aboriginals, recognizing the unique-
ness of aboriginal culture and the right of the aboriginals to de-
termine their own patterns of development. From the passage of
the Aboriginal Land Rights (Northern Territory) Act in 1976 to
mid-1990, aboriginals in the Northern Territory were given own-
ership of about 34% of territorial lands (461,486 sq km or 178,180
sq mi). The South Australia state government and its aboriginals
also signed a land-rights agreement, and similar legislation was
developed in other states during the 1980s. In all, aboriginals held
647,772 sq km (250,104 sq mi) of land under freehold in mid-1989
and another 181,800 sq km (70,193 sq mi) under leasehold. A res-
ervation in Western Australia consisted of 202,223 sq km (78,078
sq mi). By the mid-1990s, however, more than two-thirds of the
aboriginals had left rural lands to settle in urban areas.

LANGUAGES

According to a 2001 census, about 79% of the population speaks
English. Chinese is spoken by about 2% of the population and Ital-
ian is spoken by another 2%. About 11% listed other languages
and nearly 6% of respondents were unspecified.

Many languages or dialects are spoken by the aboriginal tribes,
but phonetically they are markedly uniform. There is no written
aboriginal language, but the markings on “letter sticks,” some-
times carried by messengers from one tribe to another, are readily
understood by tribal headmen. Aboriginal languages are in use in
certain schools in the Northern Territories and, to a lesser extent,
in schools of other states.

10RELIGIONS

According to the 2001 census, 67% of citizens were nominally
Christians, including 26% Roman Catholic and 20% Anglican.
About 15% of Australians consider themselves to have no religion,
an increase of over 35% from 1991. About 2% of the population
were Buddhist, 1.5% Muslim, and less than 1% were Hindu and
Jewish. A 1996 census indicated that almost 72% of Aborigines
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practiced some form of Christianity with indigenous beliefs. The
2001 census did not provide comparable updated information.

Constitutionally, there can be no state religion or state aid to
any religion; the exercise of any religion cannot be prohibited,
and a religious test as qualification for public office is forbidden.
However, in a 1998 report on freedom of religion in Australia by
the federally funded but independent Human Rights and Equal
Opportunity Commission (HREOC), the Commission reported
that many Australians have complained that the dominance of
Christianity has marginalized large numbers of citizens in public
life. Since then the HREOC and a Parliamentary Committee have
been working on antidiscrimination measures and legislation.
Though the HREOC recommended that the government enact a
specific federal religious freedom act, the government refused to
do so in 2002.

Organizations promoting tolerance and mutual understanding
between faiths include the Columbian Center for Christian-Mus-
lim Relations, the National Council of Churches in Australia, and
the Australian Council of Christians and Jews.

VI'TRANSPORTATION

As of 2004, Australia’s total railway trackage (both government
and private) totaled 54,439 km (33,861 mi) of which 33,819 km
(21,015 mi) was government owned as of 2002. Private railways
are primarily used by the iron ore industry in Western Austra-
lia. Australia’s railway systems do not interconnect well because
the system is made up of three track gauges: standard (1.435-m);
broad (1.600-m); and narrow(1.067-m). Of the three, the majority
is standard gauge with 34,110 km (21,216 mi) of track, followed by
narrow gauge track at 14,895 km (9,265 mi), and by broad gauge
at 5,434 km (3,380 mi). As a result, rail travel between principal
cities can involve changing trains. Modern equipment is gradu-
ally replacing older stock. As of August 1991, all interstate freight
movements by rail were brought under the control of the National
Rail Corporation (NRC).

Inland water transport is limited to about 2,000 km (1,241 mi)
of navigable waterways, mainly on the Murray and Murray-Dar-
ling river systems, and is mostly used for recreational purposes.
However, ocean shipping is important for domestic and overseas
transport. Most overseas trade is carried in non-Australian ships,
while most coastwise vessels are of Australian registry. Although
the fine natural harbors of Sydney and Hobart can readily accom-
modate ships of 11 m (36 ft) draft, many other harbors have been
artificially developed. Other international shipping ports include
Adelaide, Brisbane, Cairns, Darwin, Devonport, Fremantle, Gee-
long, Launceston, Mackay, Melbourne, and Townsville. All main
ports have ample wharfage, modern cargo-handling equipment,
and storage facilities. There are some 70 commercially significant
ports. The nation’s merchant marine in 2005 included 55 vessels of
1,000 GRT or over, with a combined GRT of 1,531,461. Highways
provide access to many districts not served by railroads. As of
2002, there were 811,601 km (504,816 mi) of roads, of which some
316,524 km (196,877 mi) were paved. Motor vehicles in 2003 to-
taled about 12,305,000, including 10,100,000 passenger cars and
2,205,000 commercial vehicles.

In 2004, Australia had an estimated 448 airports. As of 2005, a
total of 308 had paved runways, and there was also a single heli-

port. Principal airports include Adelaide, Brisbane, Cairns, Dar-
win, Melbourne International at Melbourne, Perth International
at Perth, and Kingsford International at Sydney. In 1997, the gov-
ernment began privatizing many of the country’s airports. The
first round of such sales early in 1997 included the Melbourne,
Brisbane, and Perth airports, which raised A$3.34 billion (uUs$2.5
billion)—far exceeding government projections. The main Sydney
airport was explicitly excluded from the privatization plan. Do-
mestic air services are operated primarily by the privately owned
Ansett Airlines. The Australian overseas airline, Qantas, carries
more than three million passengers per year to and from Austra-
lia, nearly 40% of the total carried by all airlines serving Australia.
The Commonwealth government owned the airline until it was
privatized in 1995. In 2003 Australian air carriers had 41.386 mil-
lion passengers and carried 1.355 million freight ton km.

TZHISTORY

Stone objects that were found in 1978 but are still only tentatively
dated suggest that human beings may have inhabited what is now
Australia as long as 100,000 years ago. The Aboriginals migrated
to Australia from Southeast Asia at least 40,000 years before the
first Europeans arrived on the island continent. In 1999, scientists
estimated a male skeleton found at Mungo Lake in 1974 to be be-
tween 56,000 and 68,000 years old. Covered in red ochre, this skel-
eton presents the first known use of pigments for religious or artis-
tic purposes. Living as hunters and gatherers, roaming in separate
family groups or bands, the Aboriginals developed a rich, com-
plex culture, with many languages. They numbered approximately
300,000 by the 18th century; however, with the onset of European
settlement, conflict and disease reduced their numbers.

Although maps of the 16th century indicate European aware-
ness of the location of Australia, the first recorded explorations
of the continent by Europeans took place early in the 17th cen-
tury, when Dutch, Portuguese, and Spanish explorers sailed along
the coast and discovered what is now Tasmania. None took for-
mal possession of the land, and not until 1770, when Capt. James
Cook charted the east coast and claimed possession in the name
of Great Britain, was any major exploration undertaken. Up to
the early 19th century, the area was known as New Holland, New
South Wales, or Botany Bay.

The first settlement—a British penal colony at Port Jackson
(now Sydney) in 1788—was soon enlarged by additional ship-
ments of prisoners, which continued through the mid-1800s, un-
til approximately 161,000 convicts had been transported. With
the increase of free settlers, the country developed, the interior
was penetrated, and six colonies were created: New South Wales
in 1786, Van Diemen’s Land in 1825 (renamed Tasmania in 1856),
Western Australia in 1829, South Australia in 1834, Victoria in
1851, and Queensland in 1859.

Sheep raising and wheat growing were introduced and soon be-
came the backbone of the economy. The wool industry made rapid
progress during the period of squatting migration, which began
on a large scale about 1820. The grazers followed in the wake of
explorers, reaching new pastures, or “runs,” where they squatted
and built their homes. Exports of wool increased from 111 kg (245
Ib) in 1807 to 1.1 million kg (2.4 million Ib) in 1831. With the
increased flow of immigrants following the Ripon Land Regula-
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tions of 1831, the population grew from about 34,000 in 1820 to
some 405,000 in 1850. The discovery of gold in Victoria (1851)
attracted thousands, and in a few years the population had qua-
drupled. Under the stimulus of gold production, the first railway
line—Melbourne to Port Melbourne—was completed in 1854.
Representative government spread throughout the continent, and
the colonies acquired their own parliaments.

Until the end of the 19th century, Australia’s six self-governing
colonies remained separate. However, the obvious advantages of
common defense and irrigation led to the federation of the states
into the Commonwealth of Australia in 1901. (The British Parlia-
ment had approved a constitution in the previous year.) The North-
ern Territory, which belonged to South Australia, became a sepa-
rate part of the Commonwealth in 1911. In the same year, territory
was acquired from New South Wales for a new capital at Canberra,
and in 1927, the Australian Parliament began meeting there. Lib-
eral legislation provided for free and compulsory education, indus-
trial conciliation and arbitration, the secret ballot, female suffrage,
old age pensions, invalid pensions, and maternity allowances (all
before World War I). Child subsidies and unemployment and dis-
ability benefits were introduced during World War II.

Australian forces fought along with the British in Europe during
World War L. In World War II, the Australian forces supported the
UK in the Middle East between 1940 and 1942, and played a major
role in the Pacific theater after the Japanese attack on Pearl Harbor.
After the war, a period of intense immigration began. The Labour
government was voted out of office in 1949, beginning 23 years of
continuous rule by a Liberal-Country Party (now known as the Na-
tional Party) coalition. During that period, Australian foreign pol-
icy stressed collective security and support for the US presence in
Asia. Australian troops served in Vietnam between 1965 and 1971.

When Labour returned to power in December 1972, it began
the process of disassociating Australia from US and UK poli-
cies and strengthening ties with non-Communist Asian nations;
in addition, it established diplomatic relations with the Peo-
ple’s Republic of China. In 1975 a constitutional crisis resulted
when Senate opposition successfully blocked the Labour Party’s
budgetary measures, thereby threatening the government with
bankruptcy. The governor-general dismissed the Labour prime
minister, Gough Whitlam, and called for new elections. The Lib-
eral-National Party coalition swept back into power, where it re-
mained until 1983. The Australian Labour Party (ALP) returned
to power in 1983, following a campaign in which such economic
issues as unemployment and inflation predominated.

In 1993, the Mabo Ruling on Native Title recognized the land
rights of the indigenous people (Aborigines) inhabiting Austra-
lia prior to the arrival of the Europeans. The Mabo Ruling did
not void existing leases, but could allow the Aborigines to re-
claim land when the leases granted by the national or state gov-
ernments expired. The Mabo Ruling applied only to non-pastoral
leases, but the Wik Judgment of 1996 extended the land rights of
indigenous people to include their use of pastoral land for reli-
gious purposes.

In the March 1996 elections, the ALP was unseated by a coali-
tion of the Liberal Party and the National Party, who chose Liber-
al MP John Howard to be prime minister. The newcomer Howard
pledged to change the government, to make it more “rational” To
that end, he cut ministries and cabinet posts, made budget cuts af-

fecting higher education, Aborigine affairs, and jobs, and instituted
an A$15 billion privatization program. Many government employ-
ees opposed these changes; violent demonstrations took place when
the budget was made public. While the revised budget was less radi-
cal, social unrest continued through 1997-1998, and the October
1998 election found Howard’s coalition party’s majority greatly re-
duced, while the ALP gained in influence, winning 18 more seats
than it did in the 1996 election.

In July 1998, after twice being rejected by the Senate, the gov-
ernment passed amendments to the 1993 Native Title Act. The
amendments removed the time limit for lodging native claims, but
weakened the right of Aboriginal groups to negotiate with non-
Aboriginal leaseholders concerning land use. In 1999 the govern-
ment issued an official expression of regret for past mistreatment
of Aborigines, but has opposed issuing the formal national apol-
ogy sought by Aborigine leaders, fearing that would encourage
claims for compensation.

In September 1999, Australian troops led the United Nations-
sanctioned peacekeeping forces into East Timor, to protect civil-
ians and control the militia violence following East Timor’s ref-
erendum decision to seek full independence from Indonesia.
Australian civilian and military personnel form part of the Unit-
ed Nations Mission of Support in East Timor (UNMISET), which
was established to ensure the security and stability of East Timor
after it became an independent nation-state on 20 May 2002. Af-
ter 2002, unresolved maritime boundary disputes between Aus-
tralia and East Timor, over unexploited petroleum resources in
the Timor Sea, hampered revised maritime boundary disputes
with Indonesia. Regional concerns were incorporated into these
disputes when Australia declared a 1,000-nautical mile-wide mar-
itime identification zone, and asserted land and maritime claims
to Antarctica in 2004.

Parliamentary elections held on 10 November 2001 saw How-
ard’s coalition increase its strength by over 3%. The ALP record-
ed its lowest primary vote since 1934. The Australian Greens re-
corded a substantial increase in strength. Two events stood out in
the election campaign that swung the vote to the Liberal Party-
National Party coalition. The first was the controversy over refu-
gees and asylum-seekers. In August 2001, a Norwegian freighter
that had rescued a boatload of asylum-seekers was denied permis-
sion to land the human cargo in Australia. The Howard govern-
ment also tightened its border protection laws since then, making
it nearly impossible for any asylum-seeker landing in the remote
island outposts of Australia to claim refugee status. Instead, the
would-be refugees are either turned back to Indonesian waters or
transported to detention centers on Pacific nations such as Nau-
ru or Papua New Guinea. John Howard declared, “We will decide
who comes to this country and under what circumstances” The
ALP criticized the government for this policy, which remained a
major campaign issue. The terrorist attacks on the United States
on 11 September 2001, and the subsequent US-led bombing cam-
paign on the Taliban and al-Qaeda forces in Afghanistan, also
were issues that dominated the Australian election campaign.

Asylum and detention issues continued to make headlines, as in
December 2002 a Sydney center had an attempted mass breakout
and riot, another had an armed standoff, and fires burned at two
other centers. In November 2003, an Indonesian fishing boat, the
Minasa Bone, with 14 Kurds aboard sought asylum on Melville Is-
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land, but was forced to return to Indonesia. However, between July
and October 2003, in “Operation Helpem Fren” an Australian-led
peacekeeping force headed on a mission to restore law and order in
the Solomon Island.

In August 2002, Australia instituted a regional alliance with
Malaysia to work together to fight suspected Islamic militants.
On 12 October 2002, two popular nightclubs in Kuta on the In-
donesian island of Bali were bombed, killing 202 people, 88 of
them Australians. The bombings have been linked to the terror-
ist organization Jamaah Islamiah. They have been referred to as
“Australia’s September 11th” Australia added four more Islamic
groups to its list of banned “terrorist” organizations, groups that
would be targeted by police and security forces. In November
2002, in this same climate of terror some 1,000 Australian pro-
testers demonstrated against globalization and a possible war
with Iraq. By January 2003, Australia deployed troops to the Gulf
ahead of a possible war. Public protest was immediate and in
the first-ever vote of no-confidence against a serving leader, the
Senate passed the motion against Prime Minister John Howard
over his handling of Iraq crisis. In early 2003, possible involve-
ment in the war with Iraq spawned massive protests. Some were
unprecedented, like the protest of 750 women in Byron Bay who
formed a heart around the words “No War” A senior intelligence
analyst resigned in protest over the government’s uncompromis-
ing policy on Iraq. Although claiming respect for the views of
the protesters, Howard said his government would commit 2,000
military personnel to any US-led strike aimed at disarming Iraq.
In October 2003, US president George W. Bush was heckled at
his appearance in Australia’s Parliament. Anti-Iraq war protests
continued in 2004. However, in an online message in July 2004,
a group representing itself as al-Qaeda’s European branch threat-
ened to turn Australia into “pools of blood” if troops were not
withdrawn from Iraq. In September 2004, a car bomb exploded
outside the gates of the Australian Embassy in Jakarta, Indonesia,
killing 8 people and wounding more than 160. Australia contin-
ued to bolster its security with a US cruise missile program that
provided the “most lethal” air combat capacity in the region.

In October 2004, Prime Minister John Howard achieved a
strong victory in Australia’s federal election, winning a historic
fourth term. Results of the Senate elections of 9 October 2004
were: Liberal Party-National Party coalition, 39; Australian La-
bor Party, 28; Democrats, 4; Australian Greens, 4; and Family
First Party, 1. The next Senate elections were scheduled for no
later than June 2008. Results of the House of Representatives
election held 9 October 2004 were: Liberal Party-National Party
coalition, 87; Australian Labor Party, 60; and independents, 3.
The next House of Representatives election was scheduled for no
later than November 2007.

In January 2005, Australia’s free-trade agreement with the Unit-
ed States that had been in the making for over a year became ef-
fective. In February 2005, Howard continued the government’s
support of the war in Iraq promising 450 extra troops to help rein-
force Iraqgs transition to democracy. By July 2005, 150 special forc-
es troops were sent back into Afghanistan to resist rebel attacks.
In 2005 Australia further bolstered regional security with a NATO
agreement to cooperate in the fight against international terrorism,
weapons proliferation and other global military threats, and with a
security pact with Indonesia.

In the mid-2000s various natural disasters struck Australia. In
2003, after a 10-year drought in New South Wales, the lower reach-
es of the Great Anabranch of the Darling River ran dry. Between
2002 and 2005, brush fires devastated acreage, destroyed more than
380 homes, and killed 13 people. In 2004, locusts devastated crops
as they swarmed through the Outback. In 2004, an earthquake
measuring 8.1 on the Richter scale struck off the coast of the is-
land state of Tasmania. This, the world’s biggest earthquake in al-
most four years, caused no injury or damage. In 2005, tropical cy-
clone Ingrid ruined a tourist resort built to show off the beauty of
northern Australia. Also between 2002 and 2005, massive acciden-
tal and purposeful animal kills occurred. About 60 beached, false
killer whales died or were euthanized. The Australian military killed
nearly 15,000 kangaroos to prevent overgrazing of an army base.
To reduce their numbers, thousands of wild camels in the Outback
were shot from helicopters. In 2002, Matilda, Australia’s first cloned
sheep died unexpectedly of unknown causes.

In 2004, Australia’s Great Barrier Reef became the most pro-
tected reef on earth when Parliament passed a law putting a new
zoning plan, banning commercial and recreational fishing, into
effect. Increasing protection of the reef system, from 4.6 % to 33 %
of the existing Marine Park and World Heritage area, adding more
than 109,000 sq km (42,000 sq mi) to the current setting, the park
became the world’s largest marine protected area.

Australian authorities seized several major drug shipments. In
2003, an Australian navy vessel captured a us$48 million heroin
shipment transported on a North Korean ship. In 2005, authori-
ties made a world-record haul of the party drug, ecstasy, with the
seizure of 5 million tablets worth us$14 million. In that same year
a shipment of heroin packed in containers of plastic chairs from
China was seized worth Us$46 million and weighing 253 pounds.

In 2003-04 gay and lesbian issues were politicized. In May 2003,
the resignation of Governor-General Peter Hollingworth followed
his revelation that, as an Anglican archbishop in the 1990s, he per-
mitted a known pedophile to remain a priest. In July of that same
year, a congregation protested an Australian Christian church vote
to allow homosexuals to become priests. In May 2004, the gov-
ernment introduced legislation to prohibit same-sex marriages
and sought immigration rules to prevent gays and lesbians from
adopting foreign children. The government also announced that
same-sex partners would be recognized for the first time by fed-
eral authorities as dependents.

13GOVERNMENT

The Commonwealth of Australia, an independent, self-governing
nation within the Commonwealth of Nations, has a federal parlia-
mentary government. The federation was formed on 1 January 1901
from six former British colonies, which thereupon became states.
The constitution combines the traditions of British parliamentary
practice with important elements of the US federal system. Powers
of the federal government are enumerated and limited.

The government consists of the British sovereign, represented
by a governor-general, and the Australian Parliament. Major Gen-
eral (Retired) Michael Jeffery became the new governor-general
in August 2003, succeeding The Reverend Dr. Peter John Holling-
sworth, who had held the post since 2001. Nominally, executive
power is vested in the governor-general and an executive council,
which gives legal form to cabinet decisions; in practice, however,
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it is normally exercised by a cabinet chosen and presided over by
a prime minister, representing the political party or coalition with
a majority in the House of Representatives. The number of cabinet
ministers is variable.

Legislative power is vested in the Parliament, which is com-
posed of a 76-member Senate, representing the states and terri-
tories, and a 150-member House of Representatives, representing
electoral districts. Members must be Australian citizens of full age,
possess electoral qualification, and have resided for three years in
Australia. Twelve senators are elected by proportional representa-
tion from each state voting as a single electorate, and two senators
each from the Northern Territory and Capital Territory. They are
elected for six years, with half the members retiring at the end of
every third year. House membership is not quite double that of
the Senate, with a minimum of five representatives for each state.
House members are elected according to population by preferen-
tial voting in specific electoral districts; they serve for three years,
unless the House is dissolved sooner. There are two members each
from the Australian Capital Territory and the Northern Territory;
they have been able to vote on all questions since 1968. Parliament
must meet at least once a year. Taxation and appropriation mea-
sures must be introduced in the lower house; the Senate has the
power to propose amendments, except to money bills, and to de-
feat any measure it may choose.

The parties in the House elect their leaders in caucus. The par-
ty or coalition with a majority of seats forms the government. The
leader of the majority party becomes prime minister and selects his
cabinet from members of his party who are members of Parliament,
while the leader of the principal minority party becomes leader of
the official opposition. The party in power holds office as long as it
retains its majority or until the governor-general decides that new
elections are necessary; he exercised this inherent constitutional
power during the 1975 crisis when he dismissed Prime Minister
Whitlam and called for new elections.

In the 1990s, the Labour Government, under the leadership of
Prime Minister Paul Keating, proposed a referendum to change
Australia to a republican form of government. The idea gained
wide support. After the 1996 federal elections, the coalition major-
ity decided to host a constitutional convention to decide the issue.
The constitutional convention met in February 1998, and voted in
favor of replacing the British monarch as the head of Australia’s
government (73 voted in favor, 57 against), and Australia becom-
ing a republic by the year 2001 (89 voted in favor, 52 against). But
in November 1999’s popular referendum, the proposal to convert
Australia to a republic failed to carry even a single state.

Suffrage is universal for all persons 18 years of age and older,
subject to citizenship and certain residence requirements. Voting
is compulsory in national and state parliamentary elections.

T4pOLITICAL PARTIES

Since most Australians have been shaped by the same language
and by a similar cultural and religious heritage, their internal dif-
ferences are largely based on economic issues. Attachments to the
United Kingdom are compounded of sentiment, tradition, and
economic advantage. Australian nationalism has been associated
more closely with the Australian Labour Party (ALP) than with
its rivals, who tend to regard Australian interests as almost identi-
cal with those of the United Kingdom. Because of Australia’s geo-

graphical position as a “European people on an Asian limb,” the
economic element in its nationalism has been mixed with the fear
of external conquest or domination.

Except in 1929-31, when a Labour government was in office,
interwar governments were dominated by non-Labour groupings.
When war seemed certain in 1939, the government was resolutely
imperial, considering Australia to be at war automatically when
the UK went to war. The Laborites challenged this view. While
they did not oppose a declaration of war on Germany, they wanted
the step to be taken so as to show Australia’s independence.

Labour was in office from 1941 to 1949. The Liberal and Coun-
try Parties were in office as a coalition for a long period afterward,
from 1949 to 1972, and again beginning in December 1975 (by
that time, the Country Party had become the National Country
Party, and it later became the National Party).

In the general elections of 13 December 1975, a caretaker govern-
ment, formed the preceding month by the Liberal-National Coun-
try Party coalition after the dismissal of the Labour government of
Prime Minister Gough Whitlam, obtained large majorities in both
houses of the legislature. Although its majorities were eroded in the
elections of December 1977 and October 1980, the coalition re-
mained in power until March 1983, when Labour won 75 out of
147 seats in the House of Representatives. Robert Hawke, leader of
the Labour Party, took office as prime minister; he was reelected
in 1984, 1987, and 1990. Paul Keating replaced Hawke as Labour’s
leader, and as prime minister, in December 1991. This was the first
time an Australian prime minister had been ousted by his own par-
ty. Keating led the ALP to an unprecedented fifth consecutive elec-
tion victory in the 1993 general election, increasing both its per-
centage share of the vote and its number of seats in the legislature.
In 1996, a Liberal-National Party coalition headed by John Howard
ousted the ALP from the majority, with the Liberal-National coali-
tion winning 94 seats compared to the ALP’s 49 seats. John Howard
was reelected prime minister in 1998, 2001, and 2004.

A direct descendant of the governments of the 1920s and 1930s,
the Liberal-National coalition is principally linked with business
(Liberal) and farming (National) and is officially anti-socialist. In
economic and foreign affairs, its outlook is still involved with the
Commonwealth of Nations, but it supports the United Nations,
as well as the alliance with the United States in the ANZUS pact.
It is sympathetic toward the new Asian countries and values the
link with these countries afforded by the Colombo Plan. The La-
bour Party is a trade-union party, officially socialist in policy and
outlook. It initially maintained an isolationist posture, but since
the early 1940s, its policy has been a mixture of nationalism and
internationalism.

Smaller parties include the Democratic Labour Party, the Com-
munist Party, the Australian Democrats Party, the Green Party,
and the One Nation Party. Since its formation in 1997, the One
Nation Party’s platform has featured racial issues. In the 1998
Queensland state elections, it won 11 of 89 seats. In the federal
elections of that same year, the One Nation Party called for an end
to Asian immigration and a restriction to Aboriginal welfare pro-
grams, but failed to win any seats. The Green Party increased its
strength by 2.3% in the 2001 elections, while the One Nation Party
lost 4.1% of its strength.
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T5LOCAL GOVERNMENT

Powers not specifically granted to the federal government in the
constitution are reserved to the states, although some powers (such
as health, labor, and social services) are held concurrently. Each
state has an appointed governor who serves as the representative
of the sovereign. Except for Queensland, which has a unicameral
legislature, the parliament in each state is composed of two houses.
The lower houses—the dominant legislative bodies—are popularly
elected; the upper houses are elected by franchise limited to prop-
erty holders and to those with certain academic or professional
qualifications. The state prime minister achieves office and selects
his cabinet in the same fashion as does the Commonwealth prime
minister. The Australian Capital Territory and the Northern Terri-
tory have unicameral legislative assemblies.

Local communities (variously designated as boroughs, cities,
district councils, municipalities, road districts, shires, and towns)
have limited powers of government, but they are responsible for
some health, sanitation, light, gas, and highway undertakings.
Even the largest cities do not provide their own police protec-
tion, nor do they conduct or support education; these are state
functions. Local aldermen or councilors ordinarily are elected on
a property franchise, and mayors are elected annually or bienni-
ally by the aldermen from among their own number or by taxpay-
ers. State departments of local government regulate the organiza-
tion of local government. State governments directly control some
large interior areas.

16JUDICIAL SYSTEM

The constitution vests federal jurisdiction in a High Court of Aus-
tralia which consists of a chief justice and six associate justices ap-
pointed by the governor general. The High Court has the author-
ity to conduct constitutional review of state and federal legislation
and is the supreme authority on constitutional interpretation. The
High Court also has original jurisdiction over interstate and inter-
national matters.

Until 1985, in certain cases involving state law, appeals from
courts below the High Court could be taken to the Privy Coun-
cil in the United Kingdom, the final court of the Commonwealth
of Nations. Special cases may be referred to a 25-member federal
court that deals with commercial law, copyright law, taxation, and
trade practices. There is also a family court.

States and territories have their own court systems. Cases in the
first instance are tried in local or circuit courts of general and pet-
ty sessions, magistrates’ courts, children’s courts, or higher state
courts. Capital crimes are tried before state supreme courts.

The state and federal courts are fully independent. The High
Court ruled that indigent defendants have a right to counsel at
state expense. Criminal defendants are presumed innocent, and
a plethora of due process rights include the right to confront wit-
nesses and the right to appeal. In 2002 the High Court ruled on
various Aboriginal cases. Aborigines were denied rights to oil or
minerals found under tribal land now being used by mining com-
panies. Two long running land claim cases were settled: in the
northwest a remote area slightly larger than Greece was granted
to an Aboriginal tribe; however, a claim in eastern Australia in the
Murray River area, land now occupied by farmers, was denied.

The law provides for the right to a fair trial. In local courts, the
magistrates sit alone. In the higher courts, trials are usually con-
ducted by judge and jury. The law prohibits arbitrary interference
with privacy, family, home, or correspondence.

17 ARMED FORCES

The Australian armed forces numbered 52,872 active personnel
in 2005. The Army consisted of 26,035 active members, whose
weaponry included 101 main battle tanks (30 are in storage), 619
armored personnel carriers, 566 artillery pieces, and 22 attack
helicopters. The Navy had 13,167 active personnel, including 990
naval aviation personnel. Major naval units included six tactical
submarines, 10 frigates, 15 patrol/coastal vessels, two amphibi-
ous land ships (with a helicopter landing platform), and 27 am-
phibious landing craft of various types. The Navy’s aviation arm
operated 23 anti-submarine warfare helicopters. The Air Force
in 2005 had 13,670 active personnel. The service operated 140
combat capable aircraft, that included 22 bombers and 104 fight-
er ground attack aircraft. Reserve forces numbered 20,800 for all
three services. Australia contributed to peacekeeping missions
in East Timor, Ethiopia/Eritrea, Egypt, and the Middle East.
Australia’s defense budget in 2005 was Us$13.2 billion.

'8 INTERNATIONAL COOPERATION

Australia is a charter member of the United Nations, to which it
gained admission on 1 November 1945. It belongs to ESCAP and
all the nonregional UN specialized agencies, such as the FAO, IFC,
ILO, UNESCO, WHO, and the World Bank. Australia became a
member of the WTO on 1 January 1995. The country participates
in the Commonwealth of Nations and ANZUS (Australia, New
Zealand, United States Treaty).Other regional memberships in-
clude the Asian Development Bank, the European Bank for Re-
construction and Development, APEC, the ASEAN Regional
Forum, Colombo Plan, OECD, South Pacific Commission, the
Pacific Community, the South Pacific Regional Trade and Eco-
nomic Cooperation Agreement, the Pacific Island Forum, and the
Paris Club (G-10). Australia also has a position on the Permanent
Court of Arbitration.

The country belongs to the Australia Group, the Nuclear Ener-
gy Agency (of the OECD), the Nuclear Suppliers Group (London
Group), the Zangger Committee, and the Organization for the
Prohibition of Chemical Weapons. Australia sent troops as part of
the coalition forces in the Persian Gulf War (1991), in Afghanistan
(2002), and in Iraq (2003). The country has also supported UN ef-
forts in Ethiopia and Eritrea (est. 2000) and East Timor (est. 2002).

In environmental cooperation, Australia is part of the Antarctic
Treaty; the Basel Convention; conventions on Biological Diver-
sity, Whaling, and Marine Life Conservation; Ramsar; CITES; the
London Convention; the International Tropical Timber Agree-
ment; the Kyoto Protocol; the Montréal Protocol; MARPOL; the
Nuclear Test Ban Treaty; and UN Conventions on the Law of the
Sea, Climate Change, and Desertification.

TECcONOMY

Australia has a prosperous Western-style capitalist economy
with a high per capita gross domestic product (GDP), on par
with the four dominant Western European nations of Germa-
ny, France, the United Kingdom, and Italy. Economic activity is
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focused on the country’s eastern seaboard, where most of the
population lives. New South Wales generates about 35% of Aus-
tralia’s GDP, while Victoria generates 26% and Queensland 17%.
There is a clear divide in economic performance between the
states: typically, growth in South Australia and Tasmania is con-
siderably below the overall national rate, and Western Australia
is heavily dependent upon the volatile mining industry.

Since the late 1980s, the government has been engaged in a pro-
gram to transform the economy’s orientation from import sub-
stitution industrialization (ISI) to export-driven, high-tech glo-
balization. This helped introduce an economic expansion from
1991 that as of 2005 had continued uninterrupted—the longest
economic expansion in Australia since 1945—despite slowdowns
occasioned by the 1997 Asian financial crisis, the 2001-02 global
economic downturn, and one of Australia’s worst-ever droughts
in 2003. Strong consumption growth provided the momentum for
Australia to withstand the Asian financial crisis, as the buoyant
domestic economy offset the deterioration in regional demand for
Australian exports. Together with a large increase in spending on
private housing, consumption growth also served to cushion the
economy against the effects of the 2001-02 economic downturn
and the 2003 drought.

As in most developed countries, the service sector accounts
for the largest portion of GDP, at nearly 70% in 2004. The larg-
est service industry is finance, property, and business services.
Other major service industries include retail and wholesale trade,
transportation and communications, and construction. The most
rapidly growing service industry from 2000-05 was communica-
tions (with an average annual growth rate of 6.4%), while the con-
struction sector showed great volatility. The largest segment of the
manufacturing sector is production of machinery and equipment.
Mining and agriculture account for most exports.

Australias flexible exchange rate regime has helped the econ-
omy rapidly adjust to the vicissitudes of international commod-
ity markets. It is the world’s largest wool-producing country. The
country is one of the great wheat exporters, and also exports large
quantities of dairy and meat products. In minerals, Australia is a
major world supplier of iron ore, bauxite, lead, zinc, and copper;
coal, beach sand minerals, and nickel have become major indus-
tries as well. Since the 1960s manufactured goods have provided
an ever-increasing share of the country’s exports, with elaborately
transformed manufactures (ETMs), like automobiles, high-speed
ferries, and telecommunications equipment, making up a signifi-
cant percentage of exports (approximately 20%).

Australia’s last economic recession was in 1990, from which
it began to recover in mid-1991. Economic growth, supported
by rising consumption and higher export demand, reached 4%
in the fourth quarter of 1993. However, the unemployment rate
of about 11% was near a postwar record. From this high point,
unemployment has been on a steady decline in Australia—to
8.5% unemployment in 1995, 7.5% in 1999, and 6.3% in 2000,
albeit with an increase in 2001 to 6.7%. The unemployment rate
fell, from 6.3% in 2002 and 5.9% in 2003, to an estimated 5.1%
in 2004. Real GDP growth fell to 3.7% in 1997, but recovered
in 1998 and 1999 to an average of 5%, helped by reforms that
included currency depreciation and a redirection of exports to
non-Asian countries. Real GDP growth fell to 3.1% in 2000 and
2.6% in 2001. It climbed to 3.6% in 2002, before falling to 2.7%

in 2003. GDP was expected to increase by a healthy 3.8% in 2005
and by 3.6% in 2006. The inflation estimate for 2005 was 2.8%—
up from 2.3% in 2004—which reflected the increased price of
petroleum that year. Inflation was forecast to average 2.7% in
2006 and 2.6% in 2007.

20INCOME

The US Central Intelligence Agency (CIA) reports that in 2005
Australias gross domestic product (GDP) was estimated at
Us$642.7 billion. The CIA defines GDP as the value of all final
goods and services produced within a nation in a given year and
computed on the basis of purchasing power parity (PPP) rath-
er than value as measured on the basis of the rate of exchange
based on current dollars. The per capita GDP was estimated at
Us$32,000. It was estimated that agriculture accounted for 4% of
GDP, industry 26.4%, and services 69.6%.

According to the World Bank, in 2003 remittances from citi-
zens working abroad totaled Us$2.259 billion or about us$114 per
capita and accounted for approximately 0.4% of GDP.

The World Bank reports that in 2003 household consumption in
Australia totaled Us$245.91 billion or about Us$12,357 per capita
based on a GDP of us$522.4 billion, measured in current dollars
rather than PPP. Household consumption includes expenditures
of individuals, households, and nongovernmental organizations
on goods and services, excluding purchases of dwellings. It was
estimated that for the period 1990 to 2003 household consump-
tion grew at an average annual rate of 3.6%.

2TLABOR

As of 2005, the Australian workforce numbered an estimated 10.42
million people. In 2004, the occupational pattern was estimated as
follows: services 70%, industry 26.4%, and agriculture 3.7%. The
unemployment rate stood at an estimated 5.2% in 2005.

As in many other highly developed industrial nations, union
membership has declined significantly: from around 53% of the
workforce in 1980 to 22.7% as of 2005. The drop has resulted in a
consolidation of labor unions: there were 300 unions in 1989, but
only 188 in 1993. The traditionally de facto right to strike was le-
galized in 1994. The Federal Workplace Relations Act (WRA) puts
limits on strikes and unfair dismissal.

Although there is a standard minimum wage (Us$362.35 per
week as of 2005), 80% of workers have their pay determined by
minimums that apply to their particular industry or profession.
All of these wages are sufficient to support a family. The standard
workweek is under 40 hours, generally from Monday through Fri-
day. Nearly all Australian workers receive four weeks of annual
vacation, many at rates of pay 17.5% above regular pay. There is no
nationally mandated minimum age for employment, but state-im-
posed compulsory education effectively precludes children under
16 years old from full-time work.

22 AGRICULTURE

Australia is an important producer and exporter of agricultural
products and a major world supplier of cereals, sugar, and fruit.
Arable land in 2002 comprised about 48.6 million ha (120 mil-
lion acres), representing about 6.3% of total land area. However,
approximately 90% of the utilized land area is in its natural state
or capable of only limited improvement and is used largely for
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rough grazing. Droughts, fires, and floods are common hazards.
The area actively cultivated for crops is 6.9% of all land area. Lack
of water is the principal limiting factor, but unsuitable soil and to-
pography are also important determinants. As of 2002, some 4.9%
of cropland was irrigated. Agriculture has declined from 20%
of GDP in the 1950s to about 4% in 2002. Agricultural exports,
which accounted for 60% of Australia’s exports in the 1960s, now
account for 25%. Gross farm product in 2003 was 4$32.9 billion.
New South Wales and Queensland account for half of the total
crop value.

Grain crops have been cultivated since the first year of European
settlement. In November 1790, plantings around Sydney of wheat,
barley, and corn totaled 34 ha (84 acres). Today, winter cereals are
cultivated in all states. Three cereals are often grown on one farm
for grain, green fodder, and hay for livestock. Most wheat, barley
and about half the oats are grown for grain. The estimated wheat
area sown for grain increased from 11,135,000 ha (27,515,000 acres)
in 1986/87 to 13,800,000 ha (34,000,000 acres) in 2004/05. Produc-
tion of wheat in 2004/05 was an estimated 22.6 million tons. West-
ern Australia and New South Wales are the chief wheat-producing
states. In 2004/05, Australia produced 7.7 million tons of barley, 1.3
million tons of oats, and 2.2 million tons of sorghum. In 2003, 1.2
million tons of potatoes were produced.

Sugarcane is grown along a 2,000 km (1,200 mi) stretch of coast-
al land in New South Wales and Queensland. About 95% of sugar
production comes from Queensland. A normal crushing season is
from June to December. The estimated 2005 harvest from 441,000
ha (1,090,000 acres) yielded about 38.6 million tons of sugar cane.
The industry faces problems of excessive supply and price elasticity;
sugar is sold primarily to Japan, the United States, Canada, South
Korea, Malaysia, China, and Singapore. In 2005, some 1,350 ha
(3,340 acres) were planted with canola (rapeseed), and about 1,500
tons were produced.

Cotton has been grown in the coastal river valleys of Queensland
for more than a century but on a limited scale, and it has provid-
ed only a small percentage of Australia’s lint requirements. In the
1980s, however, successful development of cotton-growing areas
in New South Wales and Western Australia resulted in spectacular
production increases. In 1985/86, 685,000 tons of cotton were pro-
duced (almost triple the amount in 1979/80); in 2004, production
amounted to 490,000 tons.

Australia’s wide climate differences permit the cultivation of a
range of fruits, from pineapples in the tropical zone to berry fruits
in the cooler areas of temperate zones. Orchard fruit trees includ-
ed orange, 7.1 million; apple, 8.4 million; pear, 1.3 million; and
mango, 1.0 million. About 11 million ha (27 million acres) are cul-
tivated for bananas. Production of fruit in 2004 included (in thou-
sands of tons): oranges, 407; bananas, 265; pineapples, 105; pears,
150; peaches, 115; tangerines, 97; lemons and limes, 31; apricots,
20; grapefruit, 13; mangoes, 39; and plums, 30. Australia’s wine
industry is also growing; viticulture engaged 143,000 ha (353,400
acres) and produced 1,497,000 tons of grapes for winemaking,
drying, and other uses in 2003.

23 ANIMAL HUSBANDRY

About 52% of Australia’s land is used in stock raising. Animal
husbandry is concentrated in the eastern highlands, but it spreads
across the wide interior spaces and even to low-rainfall areas, in

which up to 12 ha (30 acres) are required to support one sheep
and from which cattle must be taken overland hundreds of miles
to coastal meat-packing plants.

Sheep raising has been a mainstay of the economy since the
1820s, when mechanization of the British textile industry created
a huge demand for wool. In 1800, there were 6,124 sheep in Aus-
tralia; by 1850 there were 17.5 million; by 1894, some 100 million;
and in 1970, a record high of some 180 million. Sheep numbers
fell to 120 million in 1994/95 (the lowest since 1953/54) due to se-
vere drought. Australia’s flocks, some 102.7 million in 2005, now
constitute approximately 10% of the world’s sheep but produce
about 25% of the world’s wool supply. That year, New South Wales
and Western Australia accounted for 35% and 25% of the nation’s
sheep, respectively. Wool production, the largest in the world, was
an estimated 528,000 tons in 2004. About 95% is exported (mostly
to China); nevertheless, wool, which represented 50% of Austra-
lia's merchandise exports (by value) in 1957/58, constituted only
6% by the mid-1990s. Since 1990, wool production has fallen by
35%, due in part to declining world demand. Australia accounts
for 75% of the world’s exports of wool apparel. During periods
of great drought, such as the early 1980s, the number of sheep
has diminished by 40 million or more. (A drop of 60 million oc-
curred in the droughts of 1993/94.) In the better lands, however,
animal husbandry ranks high on a world scale. Large, scientifi-
cally managed stations have produced some of the world’s finest
stock. Sheep of the Merino breed, noted for its heavy wool yield,
make up about three-quarters of Australian flocks.

In 2005 there were an estimated 2.5 million hogs and 24.7
million head of beef cattle and 3 million head of milk cattle. In
2004, meat production totaled an estimated 3,750,000 tons. Of
these, beef and veal constituted 2,033,000 tons; poultry, 681,000
tons; mutton and lamb, 561,000 tons; and ham, pork, and bacon,
406,000 tons. Butter production in 2004 (in factories) amount-
ed to an estimated 130,000 tons; whole milk was estimated 10.4
million tons; and cheese (factory production) was about 364,000
tons. In 2000, the government implemented a dairy deregulation
plan removing price supports. Egg production is around 155,000
tons per year, predominantly for domestic consumption. Austra-
lia produces some 25,000 to 30,000 tons of honey per year, half of
which is exported. Beef exports in 2003 were A$3.9 billion. Nearly
60% of total beef production is exported annually, most of it going
to the United States, South Korea, and Taiwan.

24E1SHING

Fishing is relatively unimportant, even though the Australian
Fishing Zone is the third-largest in the world. Even with a low per
capita fish consumption, Australia must import about half its nor-
mal requirements. Pearl and other shell fishing are relatively sig-
nificant. The 2003 catch of fish, crustaceans, and mollusks totaled
258,032 tons, 99% from marine waters. Exports of fishery prod-
ucts in 2003 were valued at us$894.6 million.

25FORESTRY

Forests and woodlands cover 162.7 million ha (402 million acres),
or about 21% of the total land area; most timberland is neither
exploited nor potentially exploitable. Native forests cover 50.2
million ha (124 million acres), 31% of the forested area, of which
23% is privately owned and 77% is state forest, crown land, and
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permanent national parks or reserves. National parks and wild-
life preserves occupy about 3.8 million ha (9.4 million acres), or
9% of the total forestlands. About 60% of the state forest areas are
available for sustainable logging; crown lands are mostly leased
for cattle grazing with limited timber production. Native for-
ests consist principally of hardwood and other fine cabinet and
veneer timbers; eucalyptus dominates about 35 million ha (86.5
million acres). Limited softwood resources had become seriously
depleted, but new plantations were established in the 1980s at a
rate of 33,000 ha (81,500 acres) annually. Plantation forests cover
1,666,000 ha (4,117,000 acres), of which 59% is softwood. Soft-
wood plantations supply more than half the timber harvested an-
nually. Since 1990, plantings have shifted from primarily softwood
to mostly hardwood. About 90% of the standing hardwood plan-
tations have been planted since 1990. Although Australia is a net
importer of forest products, the forest and wood products indus-
tries contribute 2% to GDP.

Roundwood production in 2003 totaled about 29.9 million cu m
(1.06 billion cu ft), with exports of 1,374,000 cu m (48.5 million cu
ft). Softwood log production in 2004/05 was estimated at 16.5 mil-
lion cu m (582 million cu ft). Softwood log production grew over
5% during 1995-2005, as a response to historically high levels of
building activity driven by strong economic growth and low inter-
est rates. Australia’s leading forest products are softwood logs and
chips. Whereas all of the softwood log production is consumed at
home, all commercial woodchip production is exported.

26 MINING

Australia is one of the world’s leading producers of minerals, rank-
ing among the world’s top nations in terms of economic demon-
strated resources (EDR) for lead, mineral sands, nickel, silver, tan-
talum, uranium, and zinc. In addition, its EDR ranked the country
among the top six for bauxite, black coal, brown coal, cobalt, cop-
per, gem and near-gem diamonds, gold, iron ore, lithium, man-
ganese ore, and rare-earth oxides, The country is virtually self-
sufficient in mineral commodities, commercially producing more
than 60 minerals and metals. In 2003, Australia was the world’s
leading exporter of alumina, bauxite, coal, diamond, ilmenite,
iron ore (the country’s fourth-largest minerals earner), refined
lead, rutile, and zircon.

Gold production in 2003 was 282,000 kg, down from 296,410
kg in 2000. Western Australia was the largest gold producer. Aus-
tralia has around 8% of the world’s gold resources, and in terms
of output ranks third in the world, behind the Republic of South
Africa and the United States, respectively.

In 2002, Australia produced 16,382,000 tons of alumina and
54,135,000 tons of bauxite (for the 30th consecutive year). Bauxite
deposits in northern Queensland were among the world’s largest;
those in the Northern Territory were also in production.

Australia also ranked second in iron ore (with 15% of world pro-
duction), mined cobalt, and mined zinc; ranked third in mined
gold (with 10% of the world’s output) and mined nickel; and was
fourth in mined copper. Australia produced 2,077 metric tons of
mined silver in 2002.

In 2002, Australia produced 15,136,000 carats of gem diamond
(14,656,000 carats in 1998), and 18,500,000 carats of industrial
diamond (11,992,000 carats in 1998). Reserves were estimated at

82.4 million carats of gem and near-gem diamond, and 85.5 mil-
lion of industrial diamond. Argyle’s principal diamond ore body,
the AK-1 lamproite pipe, near Kununurra, Western Australia,
produced nearly twice the amount of diamond as any other in the
world, able to supply 42 million carats a year, including some of
the highest diamond grades—about 5% was of gem quality, in-
cluding a small number of very rare pink diamonds; 40% was of
near gem quality; and 55% was of industrial quality.

The value of opal produced in 2002 was A$62 million. Light-
ning Ridge, in New South Wales, was the world’s major source
of black opal. Australia also produced 30% of the world’s rough
sapphire, valued at A$1 million in 2002; commercial production
came from alluvial deposits. Jade was discovered in the form of
nephrite, at the world’s largest identified resource, in the Eyre
Peninsula. Australia produced most of the world’s chrysoprase,
known as Australian jade. Other gemstones produced in the
country include agate, amethyst, chiastolite, emerald (aquama-
rine), garnet (25,000 metric tons annually, from 1999 through
2002), rhodonite, topaz, tourmaline, turquoise, and zircon.

Iron ore production in 2002 was 187,219,000 tons, 97% percent
of iron ore came from the Pilbara region. Reserves were estimated
to be 15,500 million tons.

The country produced 883,000 tons of contained copper in
2002, up from 560,000 in 1997. Reserves were estimated to be 22.2
million tons. WMC’s Olympic Dam underground mine, in South
Australia, was the country’s largest copper mine, and a us$1.1 bil-
lion expansion program was expected to increase production from
200,000 tons per year to 245,000 tons. Production of gold and sil-
ver at the mine in 1999 was 2,426 kg and 26,438 kg, respectively.

Zinc output in 2002 was 1,469,000 tons, 16% of world output,
with reserves of 32 million tons. The McArthur River base-met-
al mine, in the Northern Territory, had record-setting tonnages of
bulk concentrate.

In 2002, the country produced 2,187,000 tons of manganese
ore (48% manganese content), with reserves of 134 million tons.
Groote Eylandt Mining Co. mined about 10% of the world’s man-
ganese at its 2.4-million-ton capacity Eylandt open cut operations,
in the Gulf of Carpentaria. Lead output, 683,000 tons (reserves of
14.6 million tons); nickel, 208,000 tons, all from Western Austra-
lia, with reserves of 10.6 million tons; and tin, 6,268,000 tons, all
by Australia’s only producer, Renison Bell Mine, in Tasmania, with
reserves of 100,900 tons.

Australia had a substantial portion of the world’s mineral
sand resources—about 29% for ilmenite, 31% for rutile, and 46%
for zircon—and in 2002 produced 28% of the world’s ilmenite
(1,917,000 tons, with reserves of 180.9 million), 55% of the world’s
rutile (218,000 tons, with reserves of 19.8 million), and 42% of the
world’s zircon, with reserves of 26.3 million tons. The dominant
producer of zircon was Iluka Resources, with a capacity of 300
tons per year. Australia was also one of the world’s leading pro-
ducers of titanium and zirconium (373,000 tons in 2000). Gwalia
Consolidated was the world’s largest producer of lithium min-
erals (spodumene) and of tantalum in the form of concentrates,
supplying a quarter of the world’s annual tantalum requirements.
Reserves were estimated at 156,000 tons lithium and 24,700 tons
of tantalum. In 2000, the Greenbushes Mine, south of Perth, was
the world’s largest and highest-grade resource for spodumene,



Australia 31

64,983 tons of which was produced in the country, down from
117,094 in 1996. Gwalia controlled the world’s largest stock of
tantalum resources and produced 415 tons from two operations
in Western Australia.

Other industrial minerals produced in Australia in 2002 included
clays, diatomite, gypsum (3.8 million tons), limestone (20 million
tons), magnesite (484,314 metric tons, with reserves of 246 million
tons), phosphate rock (2,024,580,000 tons), salt, sand and gravel,
silica (4.5 million tons), and dimension stone (120,000 tons).

27ENERGY AND POWER

Between 1982/83 and 1993/94, energy consumption increased
36% for industrial, commercial, and residential use, according to
the Australian Bureau of Statistics. Because of its relatively scant
hydroelectric resources and only recently discovered oil, Australia
has had to rely on coal-burning steam plants for about three-quar-
ters of its public power requirements. The remainder has been sup-
plied by hydroelectricity, gas turbines, and internal combustion
generators. In 2002, electricity generation totaled 209.616 billion
kWh, of which 91.2% came from fossil fuels, almost 7.1% from hy-
dropower, none from nuclear energy, and 1.2% from other sourc-
es. In the same year, consumption of electricity totaled 194.943
million kWh. Total capacity in 2002 was 45.267 million kW.

Major electric power undertakings, originally privately owned
and operated, were by 1952 under the control of state organiza-
tions. In the early 1990s however, many of the Australian state
governments began privatizing sections of their energy utilities.
Manufacturing has been developed most extensively in or near
coal areas, and distribution of electricity to principal users is
therefore relatively simple. All major cities except Perth use 240-
volt, 50-cycle, three-phase alternating current; Perth has 250-volt,
40-cycle, single-phase alternating current.

The Snowy Mountains hydroelectric scheme in southeast New
South Wales, Australia’s most ambitious public works project,
comprises 7 power stations, a pumping station, 16 large and many
smaller dams, and 145 km (90 mi) of tunnels and 80 km (50 mi) of
aqueducts. It provides electricity to the Australian Capital Terri-
tory, New South Wales, and Victoria. The project took 25 years to
complete and has a generating capacity of 3,740 MW (about 10%
of Australia’s total generating capacity). The Snowy Mountains
scheme and other large power projects in New South Wales, Vic-
toria, and Tasmania have greatly increased the nation’s aggregate
installed capacity. The only state with water resources sufficient
for continuous operation of large hydroelectric power stations is
Tasmania, which possesses about 50% of Australia’s hydroelectric
energy potential. Production and use of such power is on the in-
crease throughout the country, however.

As of 2002 Australia was the world’s fourth-largest coal producer.
Since 1986, it has been the world’s largest exporter of coal. In that
time exports have doubled, reaching 162 million tons by 1997. Ex-
ports of black coal alone totaled about 85 million tons in 2001. In
that year exports account for more than half of total coal produc-
tion. The major market is Japan, which imports about 50% of Aus-
tralia’s coal exports. At home, coal supplied 44% of the country’s
energy as of 2002. Production in 2002 amounted to 376.8 million
tons; around 80% of Australia’s coal was bituminous and 20% was
lignite. New South Wales and Queensland account for more than

95% of Australia’s black coal production and virtually all its exports.
Australia has over 55 billion tons of recoverable reserves of bitumi-
nous coal, an amount that could satisfy production levels for about
260 years at current levels of demand.

In early 1983, Alcoa Australia signed a contract with the West-
ern Australian State Energy Commission, at an estimated cost of
A$11.2 billion, to supply natural gas from the Northwest Shelf (the
North West Gas Shelf Project—NWGSP). In 1985, eight Japanese
companies agreed to buy 5.84 million tons of liquefied natural gas
(LNG) a year from 1989 to 2009. Capacity has continued to in-
crease thanks to completion of additional offshore platforms and
onshore facilities. The A$4 billion expansion of the North West
Shelf LNG Project added seven million tons to LNG production
when it began operation in 2003. Proven natural gas reserves to-
taled 2.46 trillion cu m (86.9 trillion cu ft) as of end 2004. In early
1992, petroleum exploration began in the Timor Sea; the area had
been off limits for over a decade in order to establish a zone of co-
operation with Indonesia. In 2001 Australia, Phillips Petroleum,
and the newly independent state of East Timor renegotiated ar-
rangements for development of the Bayu Undan oil field in the
Timor Sea, with 90% of the royalties going to East Timor.

Oil production, which began in 1964, totaled 541,000 barrels
per day in 2004; proven reserves at the end of 2004 totaled 4 bil-
lion barrels. Commercially exploitable uranium reserves are es-
timated at 474,000 tons. Rapid increases in demand for oil have
outpaced supply, leaving Australia with a growing oil deficit. It is
estimated that self-sufficiency in oil could plummet to only 40%.

28| NDUSTRY

In proportion to its total population, Australia is one of the world’s
most highly industrialized countries. The manufacturing sector
has undergone significant expansion in recent years and turns out
goods ranging from traditional textiles and processed foodstuffs
to automobiles, chemicals, specialty steels and plastics, to elabo-
rately transformed manufactures (ETMs), such as high speed
ferries, telecommunications equipment and motor vehicles. The
leading manufacturing industries are food and beverage pro-
cessing; machinery and equipment manufacturing; metal prod-
uct manufacturing; and petroleum, coal, chemical and associated
product manufacturing. In 1995, manufacturing accounted for
Us$48.8 billion, or about 15% of GDP. By 2000, the value of manu-
factures had fallen in absolute and relative terms, to us$45.5 bil-
lion, or about 13% of GDP, continuing 20 years of post-industrial
transformation to a services-dominated economy. In 2000, how-
ever, manufacturing grew by 4%, above the overall economy’s rate
of 3.2%. In 2004, industry accounted for 26.4% of GDP, and the
industrial growth rate was 1.9%.

Australia is self-sufficient in beverages, most foods, build-
ing materials, many common chemicals, some domestic electri-
cal appliances, radios, plastics, textiles, and clothing; in addition,
most of its needed communications equipment, farm machinery
(except tractors), furniture, leather goods, and metal manufac-
tures are domestically produced. Recent years have seen the rapid
growth of high-tech industries including aircraft, communications
and other electronic equipment, electrical appliances and machin-
ery, pharmaceuticals, and scientific equipment, and the govern-
ment has supported the growth of these new sectors. High-tech
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industry contributes a substantial amount to the economy, with
an annual growth rate of 20% expected until 2010. Many manu-
facturing companies are closely connected—financially and tech-
nically—with manufacturers in the European Union, the United
States, or Asia.

299CIENCE AND TECHNOLOGY

Two organizations support most of Australian government research
and development. The Commonwealth Scientific and Industrial
Research Organization (CSIRO), headquartered in Melbourne and
founded in 1926, is an independent government agency that sup-
ports research and development in all fields of the physical and bio-
logical sciences except defense science, nuclear energy, and clini-
cal medicine. The Defense Science and Technology Organization
(DSTO), headquartered in Canberra, supports military research
and development by providing scientific and technological assis-
tance to the Australian Defence Force and Department of Defence.

Several issues dominate current Australian science and technol-
ogy policy: the concentration of research and development (R&D)
in national research centers; tensions among and between univer-
sity researchers over allocation of R&D funding resources; effective
communication between industry, government, and university re-
searchers; the growing role which industry is playing in support of
national R&D development; and the role which Australia is playing
in international science and technology collaboration. High-tech-
nology exports totaled Us$2.945 billion in 2002 or 16% of manu-
factured exports.

In 2000, R&D spending totaled us$7,759.748 million, or 1.55%
of GDP, of which the government funded 45.7% of all R&D and
industry about 46.3%. Higher education accounted for 4.8%, with
3.3% coming from foreign sources. In 1996, there were 73 agri-
cultural, medical, scientific, and technical professional associations
and societies, the foremost of which is the Australian Academy of
Science, founded in 1954 by royal charter. The Australian Academy
of Technological Sciences and Engineering was founded in 1976.
The Australian Science and Technology Council (ASTEC) pro-
vides an independent source of counsel for the Australian Prime
Minister; its role was augmented in 1986 by the creation of a post
for a Minister Assisting the Prime Minister with portfolio for sci-
ence and technology.

In 1996, Australia had 36 universities offering courses in basic
and applied science. In 1987-97, science and engineering stu-
dents accounted for 24% of college and university enrollments.
In 2001, 23.1% of all bachelor’s degrees awarded were in science
(natural sciences, mathematics and computers, and engineer-
ing). The Powerhouse Museum in Sydney, the largest museum
complex in Australia, has 25 exhibitions in the areas of science,
technology, social history, and decorative arts.

30DOMESTIC TRADE

There are many small specialty shops, but in the larger cities de-
partment stores sell all kinds of items. Supermarkets have been
widely established and telephone shopping and delivery servic-
es are becoming popular. The number of franchise companies is
growing. Reports indicate that in 1988, there were 184 business-
format franchised companies in the country. By 2004, there were
about 850 business franchise systems, a 21% increase over 2002.

In 2004, there were approximately 54,000 franchise units, 14%
more than in 2002. Ninety-two percent of franchisee systems are
of Australian origin. These franchised businesses are about 2.5
times more successful than non-franchised businesses. Install-
ment selling, called hire purchase, is used in the sale of many
products. In the past few years, direct marketing has grown at
an annual rate of about 7%. Reliable commercial credit agencies
cover all the main cities and many smaller towns.

The usual business hours are from 9 AM to 5 PM, Monday-Fri-
day, with some businesses also open from 9 AM to noon on Sat-
urday. Retail shops generally stay open later, usually with eve-
ning hours at least one day a week. Restaurants and convenience
stores are open to later hours. Many retail establishments are
open on Saturday and Sunday. Banks are generally open from 9
AM to 4 PM, Monday to Friday. Travelers checks and credit cards
are widely accepted. A 10% goods and services tax (GST) re-
placed wholesale and state sales taxes as of 1 July 2000. The GST
applies to most goods and services with a few exceptions, includ-
ing basic foods, education, and health care.

Most advertising is done through the press, radio, and television.
Principal advertising agencies are in Sydney and Melbourne.

3TEOREIGN TRADE

Measured by foreign trade volume per capita, Australia is one of
the great trading nations, and it continues to show a steady rise
in trade volume. Throughout the 1970s, exports regularly ex-
ceeded imports. In the early 1980s, however, there was a trade
deficit, which continued into the 1990s and 2000s.

Australia is mainly an exporter of primary products and an
importer of manufactured and semi-finished goods, although
the export of manufactured goods increased by 10% per year
during the 1990s. Transport or re-export trade is negligible. In
recent years, Australia’s foreign trade has tended to shift from
European markets to developing Asian nations, which now ac-
count for nearly 60% of Australia’s exports, compared with about
10% in 1975.

Principal Trading Partners — Australia (2003)

(In millions of US dollars)

Country Exports Imports Balance
World 70,246.0 84,4922 -14,246.2
Japan 12,807.6 10,583.1 2,224.5
United States 6,154.6 13,561.6 -7,407.0
China 59147 9,298.7 -3,384.0
New Zealand 5,308.2 3,265.2 2,043.0
Korea, Republic of 5,267.1 3,089.9 2,171.2
United Kingdom 4,821.6 3,558.3 1,263.3
Other Asia nes 2,421.7 2,169.9 251.8
Singapore 2,283.4 2,901.5 -618.1
India 2,170.4 637.8 1,532.6
China, Hong Kong SAR 1,870.0 749.4 1,120.6

(...) data not available or not significant.

SOURCE: 2003 International Trade Statistics Yearbook, New York: United
Nations, 2004.




Australia 33

Although mining and agriculture are small in terms of GDP
(under 5% each), they account for a large share of exports. Ru-
ral and mineral exports (including processed goods) account for
about two-thirds of total merchandise exports. Australia’s com-
modity exports are dominated by fossil, mineral, and plant fuels,
including coal, lignite, and peat (11%). Wool may only amount
to a small percentage (2.5%) of Australia’s exports, but Australia
supplies the world with almost half of its imported wool. Food
products such as wheat, sugar, and meat exports tie with fuel ex-
ports as one of the top commodities leaving the country.

In percentage terms, Australia’s main exports in 2004 were:
metal ores, minerals, and metals (20%); coal, coke, and petro-
leum (19%); machinery (12%); and gold (6%). Its major im-
ports in 2004 were machinery (23%); consumer goods (23%);
transportation equipment (20%); and fuels and lubricants (8%).
Australia’s leading markets in 2004 were Japan (18.9% of total
exports); ASEAN (11.7%); the European Union (EU) (11.2%);
China (9.3%); and the United States (8.1%). Leading suppliers
in 2004 were the EU (23.7% of all imports); ASEAN (16.4%); the
United States (14.5%); China (12.6%); and Japan (11.8%).

32BALANCE OF PAYMENTS

In 2004, merchandise exports rose to Us$87.1 billion (balance-
of-payments basis), but imports of goods grew much faster, to
Us$105.3 billion, widening the trade deficit to us$18.2 billion,
from us$15.3 billion in 2003. This led to an increase in the current
account deficit from us$30.4 billion (6% of GDP) in 2003 to us$40
billion (6.5% of GDP) in 2004. The current account balance over
the period 2001-05 averaged -5% of GDP. The current account
deficit was expected to narrow to around 5.4% of GDP by 2007,
from 6.5% of GDP in 2004.

Australia’s exports in the early 2000s reflected the increasingly
value-added direction of Australian industry. From 1993 to 2000,

Balance of Payments — Australia (2003)

(In millions of US dollars)

Current Account -30,205.0
Balance on goods -15,256.0
Imports -85,852.0
Exports 70,596.0
Balance on services -319.0
Balance onincome -14,552.0
Current transfers -78.0
Capital Account 767.0
Financial Account 36,719.0
Direct investment abroad -14,707.0
Direct investment in Australia 7,240.0
Portfolio investment assets -8,455.0
Portfolio investment liabilities 48,755.0

Financial derivatives 738.0

Other investment assets -6,343.0

Other investment liabilites 9,491.0
Net Errors and Omissions -404.0
Reserves and Related Items -6,877.0

(...) data not available or not significant.

SOURCE: Balance of Payment Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

manufactured exports grew at an average rate of around 8% per
year. Primary products remain the dominant export sector in val-
ue terms, however. Nearly half of services credits are accounted
for by tourism, while services debits are dominated by transporta-
tion services and outbound tourism.

33BANKING AND SECURITIES

The Reserve Bank of Australia, the central bank reconstituted in
1960, functions as a banker’s bank and financial agent of the federal
and some state governments, issuing notes, controlling interest and
discount rates, mobilizing Australias international reserves, and
administering exchange controls and government loans. It was for-
merly connected with the Commonwealth Trading Bank—a gen-
eral bank, the Commonwealth Savings Bank, and the Common-
wealth Development Bank. The banking system has undergone
progressive privatization and foreign investment since the deregu-
lation of financial markets in the 1980s under the Wallis Inquiry
into the Australian financial system of 1981. In 1996, the govern-
ment privatized the Commonwealth Banks in the Reserve Bank
Act, separating the Commonwealth Banks from the Reserve Bank.
Rural credits, mortgage banking, and industrial financing are now
administered wholly by private-owned banks. Fifty banks operate
in Australia, 35 of which are foreign-owned; the largest banks in-
clude National Australia Bank, ANZ, Commonwealth Bank, and
Westpac. The Australian Prudential Regulation Authority (APRA)
regulates the banks and other financial institutions.

The Australian currency has floated freely since 1983, and was
allowed to fall dramatically from 1984 to 1987. The Reserve Bank
pointed to an expected upturn in economic activity in 1997 and an-
ticipated a continuation of low inflation. It also indicated that firm-
ing economic growth, together with the uncertainties surrounding
wage outcomes, made changes to monetary policy settings unlikely.
Interest rate cuts were not on the banK’s policy agenda, as it waited
to see the impact of reductions made in late 1996. From 1996 to
2000, the Australian dollar fell by almost 30% against the US dol-
lar, losing 12% in the first half of 2000 alone. The Reserve Bank in-
creased interest rates a number of times in order to stave off in-
flation, but the introduction of the 10% GST in July threatened to
raise inflation despite monetary policies. The International Mone-
tary Fund reports that in 2001, currency and demand deposits—an
aggregate commonly known as M1—were equal to us$85.3 billion.
In that same year, M2—an aggregate equal to M1 plus savings de-
posits, small time deposits, and money market mutual funds—was
Us$258.7 billion. The money market rate, the rate at which financial
institutions lend to one another in the short term, was 5.06%.

The Australian stock market is where equity (shares), units in
listed trusts, options, government bonds, and other fixed-inter-
est securities are traded. It is operated on a national basis by the
Australian Stock Exchange (ASX), which is responsible for the
day-to-day running and surveillance of stock market trading.
The ASX was established on 1 April 1987, with the passage of the
Australian National Guarantee Fund Act through the Common-
wealth Parliament. This Act converted the six former capital city
Stock Exchanges into state subsidiaries of the ASX. As of 2004
there were 1,515 companies listed on the ASX. Market capitaliza-
tion as of December 2004 stood at Us$776.403 billion, with the
ASX up 22.8% from the previous year at 4,050.6.
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34INSURANCE

Australia has one of the most competitive insurance markets in
the world, with a large number of insurers competing for business
from a small population base. Established in 1987, the Insurance
and Superannuation Commission (ISC) was the ultimate regula-
tory authority for the insurance industry in Australia. It was re-
placed by the Australian Prudential Regulation Authority. Life in-
surance firms, through premiums on policies and interest earned
on accumulated funds, account for substantial annual savings. The
companies invest in government securities, in company securities
(including shares and fixed-interest obligations), and in mortgage
loans and loans against policies in force. Most loans (to individuals
and building societies) are for housing.

Motor-vehicle third-party liability, workers’ compensation,
professional indemnity for certain professions, and Medicare cov-
erage are compulsory. As of 2003, the value of direct premiums
written totaled Us$40.385 billion, with life premiums accounting
for the largest portion at us$22.341 billion. The country’s top non-
life insurer that same year was QBE Group, with earned premium
income from domestic business, including reinsurance (exclud-
ing public sector insurers) of Us$3.919 billion, while the top life
insurer that year was AMP, with gross life written premiums of
Us$4,908.7 million.

33PUBLIC FINANCE

The fiscal year begins 1 July and ends 30 June. After World War II,
the Commonwealth government assumed greater responsibility
for maintaining full employment and a balanced economy, as well
as for providing a wide range of social services. Social security and
welfare payments are the largest category of government expendi-
ture. The central government has financed almost all its defense
and capital works programs from revenue and has made available
to the states money raised by public loans for public works pro-

Public Finance — Australia (2003)

(In millions of Australian dollars, central government figures)

Revenue and Grants 213,386 100.0%
Tax revenue 194,313 91.1%
Social contributions 0.0%
Grants 201 0.1%
Other revenue 18,872 8.8%

Expenditures 206,858 100.0%
General public services 55,023 26.6%
Defense 13,448 6.5%
Public order and safety 1,939 0.9%
Economic affairs 12,776 6.2%
Environmental protection 495 0.2%
Housing and community amenities 1,413 0.7%
Health 29,425 14.2%
Recreational, culture, and religion 1,859 0.9%
Education 19,211 9.3%
Social protection 71,269 34.5%

(...) data not available or not significant.

SOURCE: Government Finance Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

grams. Deficits are common. In the latter half of the 1980s, how-
ever, five consecutive years of significant surpluses occurred as a
result of expenditure restraints. The late 1990s also saw consistent
surpluses. In 2000, the government implemented a 10% goods and
services tax (GST) on all items, while income tax and corporate
tax rates were cut.

The US Central Intelligence Agency (CIA) estimated that in
2005 Australia’s central government took in revenues of approxi-
mately Us$249.8 billion and had expenditures of us$240.2 bil-
lion. Revenues minus expenditures totaled approximately us$9.6
billion. Public debt in 2005 amounted to 16.2% of GDP. Total ex-
ternal debt was Us$509.6 billion.

The International Monetary Fund (IMF) reported that in 2003,
the most recent year for which it had data, central government
revenues in millions of Australian dollars were A$213,386 and ex-
penditures were A$206,858. The value of revenues in millions of
US dollars was Us$32,733 and expenditures Us$31,656, based on
a market exchange rate for 2003 of 6.519 as reported by the IME.
Government outlays by function were as follows: general public
services, 26.6%; defense, 6.5%; public order and safety, 0.9%; eco-
nomic affairs, 6.2%; environmental protection, 0.2%; housing and
community amenities, 0.7%; health, 14.2%; recreation, culture,
and religion, 0.9%; education, 9.3%; and social protection, 34.5%.

36TAXATION

The main taxes (personal and corporate income, payroll, and
goods and services tax (GST) are levied by the federal govern-
ment, but the states and municipalities impose other levies. Fed-
eral rates are determined in legislation that is foreshadowed in the
budget, presented each August; rates apply to the fiscal year be-
ginning in July, except for company tax rates, which apply to the
previous year’s income.

In July 2000, the Australian government implemented a com-
plete tax system overhaul with the introduction of a 10% GST on
most goods and services, with the exception of basic foods, ed-
ucation, health and some other sectors. The GST replaced most
sales taxes and was followed in 2001 by a cut in the corporate tax
rate to 30% for both public and private firms. Undistributed prof-
its of private firms are taxed at a higher rate. Nonresident compa-
nies pay an additional tax of 5%. Both the federal government and
states can levy land taxes, and states levy both stamp duties on
various documents and payroll taxes. Excise taxes are levied on
alcoholic beverages, tobacco products, luxury cars, coal, kerosene,
liquefied petroleum gas, and indigenous crude oil.

As part of the new tax system, federal, state, and territorial gov-
ernments agreed to fund a First Home Owners Scheme (FHOS)
to offset the impact of the new GST on first-time home buyers.
A grant of A$7000 was made available for first-time purchases of
new and existing housing. On 9 March 2001 the grant was ex-
tended to contracts entered into before 1 January 2002. In Decem-
ber 2001 the additional grant was extended to June 2002 but re-
duced to A$3000, but in July 2002, the grant reverted to its original
amount of A$7000 as it was again extended.

Personal taxation is levied by the Commonwealth on a sharp-
ly progressive basis. The pay-as-you-earn system (called PAYE) is
used. As of 2000, individual tax rates ranged from zero on income
up to A$6,000 to 47% on income over A$60,001. Social security
taxes are included as part of income taxes. Deductions are allowed
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for dependents, donations, medical expenses, and children’s edu-
cational expenses, and for payment of life insurance or pension
premiums. There is also a pensioner rebate that varies depend-
ing on income. There is also a 1.5% levy on residents to fund the
nation’s healthcare program, plus a 1% surcharge for those in high
income brackets.

In early 1990, the Australian Taxation Office and the US In-
ternal Revenue Service (IRS) formalized a simultaneous audits
agreement to investigate suspected noncompliance with tax laws
in both countries.

37CUSTOMS AND DUTIES

Before the 1980s, federal policy was to use the tariff to protect lo-
cal industries (especially the automobile industry), but a three-
decade long program of tariff reduction led to tariff rates of 5%
or below in 2000. Textiles and clothes (25%), shoes (15%), and
automobile products (15%) had higher duties, but those were re-
duced to 17.5%, 10%, and 10%, respectively, in 2005. The GST of
10% applies for most imports and exports in addition to the duty.
Tariffs on industrial machinery and capital equipment ordinar-
ily are low where they do not compete with Australian enterprise
and machinery and equipment required by new industries may be
imported duty-free or at concessional rates under the Project-By-
Law Scheme (PBS).

As a contracting party to GATT, Australia consented to a num-
ber of tariff reductions after 1947. Under the South Pacific Re-
gional Trade and Economic Cooperation Agreement (SPARTE-
CA), which went into effect on 1 January 1981, Australia and New
Zealand offered the other South Pacific Forum members duty-free
or concessional access to their markets. The Australia New Zea-
land Closer Economic Relations Trade Agreement (ANZCERTA,
abbreviated to CER) opened bilateral trade between the two coun-
tries in 1983. Australia is also a member of the Asia Pacific Eco-
nomic Cooperation (APEC) forum.

The only free-trade zone is the Darwin Trade Development
Zone (TDZ), located in the Northern Territory. In 1997, the gov-
ernment introduced a Manufacturing-in-Bond (MIB) zone, al-
lowing firms to import goods duty-free to a warehouse for further
manufacturing and ultimate export. The first MIB site approved
was the Steel River Facility in Newcastle.

38EOREIGN INVESTMENT

The United States accounts for the biggest share of total foreign
investment; in 2004, total US investment in Australia (direct and
portfolio) amounted to us$227 billion, which accounted for near-
ly 30% of total investment in Australia that year. The United King-
dom is second, followed by Japan, the Netherlands, Germany, and
Canada. Other substantial foreign investors include France, Swit-
zerland, Singapore, and New Zealand. In 2003, the level of for-
eign direct investment (FDI) in Australia was us$158.8 billion,
or 31% of GDP. Over the period 2001-05, FDI inflows averaged
3.5% of GDP. In 2003, the level of Australian investment abroad
was Us$110.5 billion. Most Australian investment abroad goes to
the United States, New Zealand, the United Kingdom, Singapore,
Canada, Germany, and Switzerland.

Almost half of total foreign investment, has been in finance and
insurance, with investments in manufacturing, other industries,
and mining making up another third. The most recent focus of for-

eign investment has been the booming tourist industry, and com-
mercial and residential property development. Hotels and resorts
on the north New South Wales and Queensland coasts are attract-
ing capital from abroad, as are large office block and hotel projects
in the capital cities.

Australia prefers the inflow of long-term development capital to
that of short-term speculative capital. It also welcomes the technical
competence usually accompanying foreign investment. Investment
incentives include tariff protection, and bounties for the manufac-
ture of certain products. Total foreign ownership is permitted, but
ownership in certain sectors is subject to restrictions. The Federal
Department of the Treasury regulates foreign investment with the
assistance of the Foreign Investment Review Board (FIRB), which
screens for conformity with Australian law and policy. The major
legislation governing foreign investment is the Foreign Acquisi-
tions and Takeovers Act of 1975, as amended in 1989, and admin-
istered according to regulations issued in 1991, as the country was
embarking on its program of economic liberalization.

39ECONOMIC DEVELOPMENT

Commonwealth and state governments devoted special atten-
tion to the production and marketing of main primary products,
and after 1920, legislation provided subsidies or other marketing
aids to certain commodities. Federal and state aid was given to in-
dustries established in approved fields of manufacture during the
1970s. The Export Market Development Grant Acts of 1974 pro-
vided government assistance in the development of export mar-
kets. Recipients were eligible for up to 50% reimbursement for ex-
penses incurred establishing foreign markets for domestic goods.
In 1975, the government set up the Export Finance and Insur-
ance Corp. (replacing the Export Payments Insurance Corp.) to
provide Australian exporters with insurance and other financial
services not readily available commercially, to provide insurance
against political risk.

The government endeavors to prevent undue fluctuation in
the economy. Price controls were in effect during World War 1II
and part of the postwar period and are now imposed on a few es-
sential household items. As an alternative to price controls, the
Commonwealth government, in mid-1975, introduced a policy of
wage indexing, allowing wages to rise as fast as, but no faster than,
consumer prices. Major labor unions, however, opposed this re-
straint, which was ended in 1981, in the wake of the second oil
shock and the on-set of global recession. Monetary policy sup-
ported recovery from the recession of the early 1980s by holding
to a low inflation rate. From the mid-1980s, Australia’s govern-
ment embarked on a basic re-orientation of the economy from
inward-looking import substitution industrialization (ISI) to out-
ward-looking export-led growth and liberalization. Key reforms
have been unilateral reduction of high tariffs and other protec-
tive barriers; letting the Australian dollar float; deregulating the
financial services sector; rationalizing and reducing the number of
trade unions; privatizing many government-owned services and
public utilities, including establishing a fully competitive electric-
ity market, one of only two (with the United Kingdom) among
economically developed countries. The transformation and open-
ing of the economy is credited with helping produce, as of 2006,
15 years of uninterrupted expansion exceeding in duration the ex-
pansions of the 1960s, 1970s, and 1980s. After August 1993, the
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focus of fiscal policy shifted towards deficit reduction. During this
period, the national debt declined from a peak of 19% of GDP in
1995-96, to less than 7% of GDP in 2000-01. However, by 2004,
the public debt was estimated at 17.4% of GDP.

The government has been particularly aggressive in promoting
Australia as an “information economy.” It is second in the world
after the United States in PC use. Australia has been ranked as sec-
ond (only to the United States) among 60 countries surveyed in
terms of providing an environment conducive to the development
of e-business opportunities. In 2000, the new tax system aimed
at increasing the government budget while stimulating economic
growth in such sectors as tourism/services and high technology.

Although the Australian economy as of 2006 enjoyed healthy
growth, low inflation, the lowest unemployment rate it had had
for almost 30 years, negligible government debt, and regular bud-
get surpluses, improvements to the economy may still be made.
They include: more labor-market reform, tax reform, investment
in people and infrastructure, and better relations between the fed-
eral government and Australias six states and two territories. A
growing current account deficit must be managed. Reform of the
public health, higher-education, and welfare systems, and funded
pension programs are also assuming greater importance.

4050CIAL DEVELOPMENT

Social Security measures have been in effect since 1908 and cover
all residents. Old age pensions are payable to men 65 years of age
and over, and to women 62.5years of age and over, who have lived
in Australia continuously for at least 10 years at some stage in their
lives. The continuous-residence requirement may be waived for
those who have been residents for numerous shorter periods. Dis-
ability pensions are payable to persons 16 years of age and older
who have lived at least five years in Australia and have become
totally incapacitated or permanently blind. The family allow-
ance legislation provides for weekly payments to children under
16 years of age. Widows™ pensions are also provided. Employed
persons are covered by workers’ compensation, and unemploy-
ment assistance is provided for those aged 21 to 65. Youths aged
between 16 and 20 are eligible for the youth training allowance,
administered by the Department of Employment, Education and
Training. Work-related sickness and maternity benefits are pro-
vided, as well as medical benefits for all residents. There are nu-
merous programs in place for families of limited means, including
child care and rent assistance.

The Sex Discrimination Act bars discrimination on the basis of
sex, marital status or pregnancy. The Office for Women was cre-
ated to monitor the position of women in society. Sexual harass-
ment is specifically prohibited by law, and is aggressively addressed
by the government. Sex discrimination complaints were down in
2004 by seven percent. Domestic violence remains a problem, par-
ticularly in Aboriginal communities. The government has a strong
commitment to the welfare of children.

Discrimination on the basis of race, color, descent or nation-
al or ethnic origin was prohibited in the Racial Discrimination
Act of 1975. Despite these measures, aboriginal Australians have
poorer standards of living, are imprisoned more often, and die
younger than white Australians.

4THEALTH

Australia is one of the healthiest countries in the world. The com-
mon cold and other respiratory infections are the most prevalent
forms of illness; arteriosclerosis is the most common cause of
death. Water in most cities is good and safe for household purpos-
es and garbage and trash are collected in cities and towns.

All levels of government are concerned with public health, with
the municipalities functioning largely as agents for the adminis-
tration of state policies. State health departments are responsible
for infant welfare, school medical and dental services (provided
free of charge), treatment and eradication of infectious and con-
tagious diseases and tuberculosis, industrial hygiene programs,
maintenance of food and drug standards, public and mental hos-
pitals, and the regulation of private hospitals. The Commonwealth
government makes grants for medical research, coordinates state
health programs, and maintains specialist medical research insti-
tutions and laboratories.

Public sector funding accounts for over two-thirds of health care
expenditure in Australia; some is allocated via the central govern-
ment and some via local authorities. Since the introduction of Medi-
care (the national health insurance program) in 1984, the share of
funding provided by the federal government has risen. Under the
Medicare system, all Australians have access to free care at public
hospitals. The plan also meets three-fourths of the bill for private
hospital treatment, while patients pay the remainder (and can take
out private health insurance to cover this, although comprehen-
sive private medical insurance was abolished in the 1984 act). Total
health care expenditure was estimated at 8.6% of GDP as of 1999.

Since 1950, certain drugs have been provided free of charge
when prescribed by a medical practitioner. All patients other than
pensioners must pay a set amount for every prescription supplied
under the scheme; the remainder is met by the government. For
those not eligible for free public health care and who have basic
medical insurance, the government pays 30% of the scheduled
benefit fee for each medical service. Such insurance, including the
government contribution, covers 85% of scheduled fees. The fed-
eral government provides grants to the states and aboriginal or-
ganizations for the development of special health services for ab-
originals. As of 1992, aboriginals and Torres Strait Islanders had
unacceptably low levels of health. Though, they have access to the
same health care system as any other Australian, they are often
reluctant to take full advantage of it. Unemployed persons, recent
immigrants and refugees, and certain low-income persons are en-
titled to health care cards that entitle the bearer and dependents to
free medical and hospital treatment.

Health services are efficient. Hospitals are generally modern
and well equipped, but space often is at a premium. In 1998, there
were more than 1,015 acute-care hospitals, of which 734 were pub-
lic hospitals. As of 1999, there were an estimated 8.5 hospital beds
per 1,000 people. Most private hospitals tend to be fairly small
and there are a large number of private hospitals run by religious
groups. Hospital facilities are concentrated in the states of New
South Wales and Queensland, which together account for about
half the country’s hospitals and hospital beds.

As of 2004, there were an estimated 249 physicians per 100,000
people in Australia. Additionally, there were approximately 42
dentists, 60 midwives, and 775 nurses per 100,000 people. Com-
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petent general physicians and specialists are available in most cit-
ies and the Royal Flying Doctor Service provides medical care and
treatment to people living in remote areas.

Infant mortality in 2005 was 4.69 per 1,000 live births, one of the
lowest in the world. The under-five mortality rate has steadily de-
creased from 24 in 1960 to 7 in 2000. Approximately 67% of mar-
ried women (ages 15-49) used contraception. The 1999 birth rate
was 13.2 per 1,000 inhabitants, and the fertility rate in 2000 was 1.8
per woman. The estimated life expectancy in 2005 was 80.39 years,
the eighth-highest in the world. Estimated immunization of one-
year-old children was as follows: diphtheria, pertussis, and tetanus,
88%; and measles, 89%. In 1999, the incidence of tuberculosis was
6.2 per 1,000 people.

The HIV/AIDS prevalence was 0.10 per 100 adults in 2003. As
of 2004, there were approximately 14,000 people living with HIV/
AIDS in the country. There were an estimated 100 deaths from
AIDS in 2003.

42HOUSING

According to 2001 national census figures, there were about
7,072,200 dwellings in the nation, representing over 7.3 million
households. In Tasmania, there were about 208,704 dwellings.
Nationwide, about 78% of all dwellings are separate, single-fam-
ily houses (about 5.3 million houses). About 22% are classified as
higher density housing, including row or terrace housing, town-
houses, and apartment buildings. About 70% of all units are own-
er occupied. Central heating, formerly available only in the most
modern and expensive homes and apartments, is now generally
available in the coldest areas of the country. Most apartments and
houses are equipped with hot-water service, refrigeration, and in-
door bath and toilet facilities.

43EDUCATION

Education is compulsory for children from the age of 6 to 15 (16
in Tasmania). Most children attend pre-school or kindergar-
ten programs. Primary education generally begins at six years of
age and lasts for six or seven years, depending on the state. Sec-
ondary schools have programs of four to six years. Free educa-
tion is provided in municipal kindergartens and in state primary,
secondary, and technical schools. There are also state-regulated
private schools, which are attended by approximately one-third
of Australian children. Correspondence courses and educational
broadcasts are given for children living in the remote “outback”
areas and unable to attend school because of distance or physical
handicap. One-teacher schools also satisfy these needs. Although
most aboriginal and Torres Strait Islander students use the regular
school system, there are special programs to help them continue
on to higher education.

Primary school enrollment in 2003 was estimated at about 97%
of age-eligible students; 96% for boys and 97% for girls. The same
year, secondary school enrollment was about 88% of age-eligible
students; 87% for boys and 89% for girls. The pupil to teacher ratio
for primary school was at about 18:1 in 2003. Also in 2003, private
schools accounted for about 28% of primary school enrollment
and 30.5% of secondary enrollment.

Although each state controls its own system, education is fairly
uniform throughout Australia. As of 2003, public expenditure on

education was estimated at 4.9% of GDP. Education is the joint re-
sponsibility of the federal government and each state government
and territory. The federal government directly controls schools in
the Northern Territory and in the Australian Capital Territory.

Australia has approximately 20 universities in addition to more
than 200 technical institutes. There is a state university in each capi-
tal city and each provincial area; a national postgraduate research
institute in Canberra and a university of technology in Sydney with
a branch at Newcastle. There are also a number of privately fund-
ed higher-education institutions including theological and teach-
er training colleges. Adult education includes both vocational and
non-vocational courses. Most universities offer education programs
for interested persons. In 2003, it was estimated that about 74% of
the tertiary age population were enrolled in higher education pro-
grams; 67% men and 82% women.

44 IBRARIES AND MUSEUMS

The National Library of Australia traces its origins back to 1902,
but it was not until 1961 that it was legislatively separated from the
Commonwealth Parliamentary Library and made a distinct entity.
The National Library is now housed in modern facilities in Canber-
ra and has over 4.7 million volumes. Three other libraries in Aus-
tralia of comparable size are the library of the University of Sydney
(over three million volumes), founded in 1852; the State Library of
New South Wales (over 1.9 million volumes), founded in 1826; the
State Library of Victoria (over 1.5 million), founded in 1854, and
the Library Information Service of Western Australia (2.7 million).
The Australian Capital Territory (ACT) Library Service oversees
nine public library branches and the ACT Government and Assem-
bly Library. The state capital cities have large noncirculating refer-
ence libraries, as well as municipal public circulating libraries. The
university libraries of Adelaide, Brisbane, Canberra, Melbourne,
Monash, New South Wales, and Queensland all have sizable col-
lections. Recent years have seen programs with increased coopera-
tion between libraries, which has resulted in increased service. The
Australian Institute of Aboriginal Studies in Acton has a specialized
collection of 15,000 volumes, and dozens of museums and cultural
centers house other specialized collections.

There are about 2,000 museums in Australia, of which over
200 are art museums. A national art collection has been assem-
bled in the Australian National Gallery at Canberra, which was
opened to the public in October 1982. The National Museum of
Australia, founded 1980 in Canberra, exhibits Australian history
and social history. In 2001 the museum opened new facilities in
a stunning architectural structure on the shores of Lake Burley
Griffin. There are eight other major museums, two each in Syd-
ney and Melbourne and one in each of the other state capitals. Of
note in Melbourne are a Performing Arts Museum (1978); the
Ancient Times House (1954); and the Jewish Museum of Aus-
tralia. The Melbourne Museum, completed in 2000, became the
largest museum in the southern hemisphere. Sydney houses the
Australian National Maritime Museum (1985), the Museum of
Contemporary Art (1979) and the Nicholson Museum of Antiq-
uities (1860). Some of the smaller cities also have museums. The
National Gallery of Victoria in Melbourne has a fine collection of
paintings and other artworks, and the South Australian Museum
in Adelaide has excellent collections relating to Australian ento-
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mology, zoology, and ethnology. Botanical gardens are found in
every capital city.

4SMEDIA

Responsibility for the nation’s postal service is vested in the Aus-
tralian Postal Commission and with the Australian Telecommuni-
cations Commission. Local and long-distance telephone services
are rated highly. In 2003, there were an estimated 542 mainline
telephones for every 1,000 people. The same year, there were ap-
proximately 719 mobile phones in use for every 1,000 people.

The government administers and supervises broadcasting
through the Australian Broadcasting Commission, which oper-
ates a nationwide noncommercial radio and television service; the
Australian Broadcasting Tribunal, which licenses and regulates
commercial broadcasters; and the Special Broadcasting Service,
which prepares and broadcasts multilingual radio and television
programs. Federal government stations are financed from budget
revenues, and the private commercial stations derive their income
from business advertising. The primary news services are the Aus-
tralian Associated Press and ABC Newsonline. As of 1999 there
were 262 AM and 345 FM radio stations and 104 television sta-
tions. In 2003, there were an estimated 1,996 radios and 722 tele-
vision sets for every 1,000 people. About 76 of every 1,000 people
were cable subscribers. Also in 2003, there were 565.1 personal
computers for every 1,000 people and 567 of every 1,000 people
had access to the Internet. In 2004, there were 8,224 secure serv-
ers in the country.

In general, news is presented straightforwardly, and political
criticism is considered fair and responsible. The Australian, one
of only two national newspapers, was established in 1964 and is
published in all state capitals. It is independent and had an es-
timated daily circulation in 1999 of 153,000. The other national
daily, the Australian Financial Review, had a Monday-Friday aver-
age circulation of 78,000 in the same year. The Age is published in
Melbourne with a daily circulation of 197,000 in 2004. The Sydney
Morning Herald, a conservative daily, had a daily circulation of
225,861 in 2004. Major Sunday newspapers include the Sun-Her-
ald (613,000) and the Sunday Telegraph in Sydney, and the Sunday
Mail in Brisbane (598,070). The major news agency is the Aus-
tralian Associated Press, founded in 1935; it has been associated
with Reuters since 1946. Many international news services have
bureaus in Sydney.

Though the Australian constitution does not have specific guar-
antees of freedom of expression, the High Court has, in two deci-
sions, declared that freedom of political discourse is implied. The
government is said to respect all such rights in practice.

46ORGANIZATIONS

Chambers of commerce and chambers of manufacture are active
throughout Australia, especially in the state capital cities; the Aus-
tralian Chamber of Commerce (1091) coordinates their activi-
ties. The Australian Consumers’ Association is active. There are
also trade unions and business associations in a wide variety of
fields. Agricultural producers and industry workers are represent-
ed through the Australian Dairy Corporation, the Aus-Meat, the

Australian Food and Grocery Council, and the Australian Cham-
ber of Fruit and Vegetable Industries, to name a few.

There are professional associations or scholarly societies in the
fields of architecture, art, international affairs, economics, politi-
cal and social science, engineering, geography, history, law, litera-
ture, medicine, philosophy, and the natural sciences. Many pub-
lish scholarly journals. Notable societies include the Australian
Academy of Science,

The Australia Council (founded in 1943) encourages amateur
activities in the arts and sponsors traveling exhibitions of ballet,
music, and drama. Theatrical, musical, and dance organizations
are present in the larger cities and towns. Other notable art and
cultural groups are the Australia Council for the Arts, the Aus-
tralian Academy of the Humanities, the Australian Film Insti-
tute, and the National Trust of Australia.

Health and welfare organizations include the National Health
and Medical Research Council, the Australian Council on Health-
care Standards, the Australian Dental Association, the Australian
Medical Association, and the Australian Medical Council, among
others. There are numerous associations for specialized fields of
medicine and science.

Several sports organizations are present. Skiing and toboggan-
ing clubs function in the mountainous areas. Sydney, Melbourne,
Hobart, and several other cities have large yacht clubs. Every state
capital city has swimming and surfing clubs.

There are numerous youth organizations. One of the most
prominent is the National Union of Students of Australia (NUSA),
which was founded in 1987 by uniting the existing student unions
in the Australian states. It now represents the concerns and inter-
ests of over 250,000 students. The President of NUSA has a po-
sition on the Higher Education Council, which advises the Aus-
tralian Minister for Employment, Education, and Training. Other
youth groups include the Australian Youth Hostel Association,
Student Services of Australia, Tertiary Catholic Federation of Aus-
tralia, the YMCA and YWCA, Young Liberal Movement, Young
National Party, and Young Socialist League. Scouting organizations
are also active throughout the country.

There are national chapters of the Red Cross Society, Caritas, Hab-
itat for Humanity, the Christian Children’s Fund, Doctor’s Without
Borders, World Vision, Amnesty International, and UNICEE

47TOURISM, TRAVEL, AND RECREATION

Among Australia’s natural tourist attractions are the Great Barrier
Reef, a mecca for scuba divers; the varied and unusual flora and
fauna; and the sparsely inhabited outback regions, which in some
areas may be toured by camel. Other attractions include Ballarat
and other historic gold-rush towns near Melbourne; wineries,
particularly in the Barossa Valley, 55 km (34 mi) northeast of Ad-
elaide; Old Sydney Town, a recreation of the Sydney Cove Settle-
ment north of Sydney as it was in the early 19th century; and the
arts festivals held in Perth every year and in Adelaide every two
years, featuring foreign as well as Australian artists.

The sports that lure tourists are surfing, sailing, fishing, golf,
tennis, cricket, and rugby. Melbourne is famous for its horse rac-
ing (Australia’s most celebrated race is the Melbourne Cup) and
for its 120,000-capacity cricket ground, reputedly the biggest in
the world.
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Except for nationals of New Zealand, visitors must have a valid
visa. Immunizations are required only of tourists coming from
an infected area.

The government actively promotes tourism. In 2003, Austra-
lia attracted 4,745,855 foreign visitors. Typically, most visitors
come from East Asia and the Pacific region. That year there were
204,461 hotel rooms with 580,252 beds and an occupancy rate of
60%. The average length of stay was two nights. Tourist receipts
totaled over us$15 billion.

In 2005, the US Department of State estimated the daily cost of
staying in Melbourne at us$288 and in Sydney, at Us$248.

“8FAMOUS AUSTRALIANS
The most highly regarded contemporary Australian writer is Pat-
rick White (1912-90), author of The Eye of the Storm and other
works of fiction and winner of the 1973 Nobel Prize for literature.
Other well-known novelists are Henry Handel Richardson (Hen-
rietta Richardson Robertson, 1870-1946), Miles Franklin (1879-
1954), Christina Stead (1902-83), and Thomas Michael Keneally
(b.1935). Henry Lawson (1867-1922) was a leading short-story
writer and creator of popular ballads. Germaine Greer (b.1939) is
a writer on feminism. A prominent Australian-born publisher of
newspapers and magazines, in the United Kingdom and the Unit-
ed States as well as Australia, is Keith Rupert Murdoch (b.1931).
Three renowned scholars of Australian origin are Sir Gilbert
Murray, O.M. (1866-1957), classicist and translator of ancient
Greek plays; Samuel Alexander, O.M. (1859-1938), influential sci-
entific philosopher; and Eric Partridge (1894-1979), authority on
English slang. Sir Howard Walter Florey (1898-1968) shared the
1945 Nobel Prize in physiology or medicine for the discovery of
penicillin. An outstanding bacteriologist was Sir Frank Macfar-
lane Burnet, O.M. (1899-1985), director of the Melbourne Hospi-
tal and co-winner of the 1960 Nobel Prize for medicine. Elizabeth
Kenny (1886-1952) made important contributions to the care
and treatment of infantile paralysis victims. Sir John Carew Ec-
cles (1903-1997) shared the 1963 Nobel Prize for medicine for his
work on ionic mechanisms of the nerve cell membrane. John War-
cup Cornforth (b.1917) shared the 1975 Nobel Prize for chemis-
try for his work on organic molecules. Peter C. Doherty (b.1940)
shared the 1994 Nobel Prize in physiology or medicine for his
work in immunology. Barry J. Marshall (b.1951) and J. Robin
Warren (b.1937), both Australians, shared the 2005 Nobel Prize in
physiology or medicine for their discovery of the Helicobacter py-
lori bacterium, which causes stomach ulcers and gastritis.
Among Australia’s most prominent film directors are Fred
Schepisi (b.1939), Bruce Beresford (b.1940), George Miller
(b.1943), Peter Weir (b.1944), and Gillian Armstrong (b.1950);
film stars have included Australian-born Errol Flynn (1909-59),
Paul Hogan (b.1940), and US-born Mel Gibson (b.1956). Lead-
ing Australian-born figures of the theater include the actors
Dame Judith Anderson (1898-1992) and Cyril Ritchard (1898-
1977) and the ballet dancer, choreographer, and stage actor and
director Sir Robert Murray Helpmann (1909-86). Musicians of
Australian birth include the operatic singers Dame Nellie Mel-
ba (1861-1931), John Brownlee (1901-69), Marjorie Lawrence
(1907-79), and Dame Joan Sutherland (b.1926) and the compos-
ers Percy Grainger (1882-1961), Arthur Benjamin (1893-1960),

Peggy Glanville-Hicks (1912-1990), and Peter Joshua Sculthorpe
(b.1929). Popular singers include Helen Reddy (b.1941) and Oliv-
ia Newton-John (b.UK, 1948). Alfred Hill (1870-1960) is regard-
ed as the founder of the art of musical composition in Australia.
Albert Namatjira (1902-59), an Aranda aboriginal, achieved re-
nown as a painter, as did Sir Sidney Robert Nolan (1917-92) and
Arthur Boyd (1920-99), who was a sculptor as well as a painter.
The aviator Sir Charles Edward Kingsford-Smith (1897-1935) pi-
oneered flights across the Pacific Ocean. A popular figure of folk-
lore was the outlaw Ned (Edward) Kelly (1855?-80).

From about 1970 to 1990, the tennis world was dominated by
such Australian players as Frank Sedgman (b.1927), Lewis Hoad
(1934-94), Kenneth Rosewall (b.1934), Rod (George) Laver
(b.1938), John David Newcombe (b.1944), and Evonne Goolag-
ong Cawley (b.1951). Sir Donald George Bradman (1908-2001)
was one of the outstanding cricket players of modern times.
Record-breaking long-distance runners include John Landy
(b.1930) and Herb Elliott (b.1938). Jon Konrads (b.1942) and his
sister Ilsa (b.1944) have held many world swimming records, as
did Dawn Fraser (b.1937), the first woman to swim 100 meters
in less than a minute, and Murray Rose (b.1939).

A notable modern Australian statesman is Sir Robert Gordon
Menzies (1894-1978), who served as prime minister from 1939 to
1941 and again from 1949 to 1966. Subsequent prime ministers
have included Edward Gough Whitlam (b.1916), who held office
from 1972 to 1975; John Malcolm Fraser (b.1930), who succeed-
ed Whitlam late in 1975; Robert James Lee Hawke (b.1929), who
served from 1983-91, Paul John Keating (b.1944), who succeeded
Bob Hawke in 1991; and John Winston Howard (b.1939), who be-
gan his term as Australia’s 25th prime minister in 1996; he has been
the most electorally successful prime minister since Menzies.

*DEPENDENCIES

Since 1936, Australia has claimed all territory in Antarctica (other
than Adélie Land) situated south of 60°s and between 45° and 160°E,
an area of some 6.1 million sq km (2.4 million sq mi), or nearly 40%
of the continent. Three scientific and exploratory bases are now in
operation: Mawson (established February 1954), Davis (established
January 1957), and Casey (established February 1969).

Ashmore and Cartier Islands

The uninhabited, reef-surrounded Ashmore Islands, three in num-
ber, and Cartier Island, situated in the Indian Ocean about 480 km
(300 mi) north of Broome, Western Australia, have been under
Australian authority since May 1934. In July 1938, they were an-
nexed as part of the Northern Territory. Cartier Island is now a
marine reserve.

Christmas Island

Situated at 10°30's and 105°40'E in the Indian Ocean, direct-
ly south of the western tip of Java, Christmas Island is 2,623 km
(1,630 mi) northwest of Perth and has an area of about 135 sq
km (52 sq mi). Until its annexation by the UK in 1888, following
the discovery of phosphate rock, the island was uninhabited. The
total estimated population in 2002 was 474, of whom 70% were
Chinese and 10% were Malay. The only industry was phosphate
extraction. The governments of Australia and New Zealand de-
cided to close the mine in December 1987. Christmas Island was
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transferred from the UK to Australia on 1 October 1958. Abbott’s
booby is an endangered species on the island.

Cocos (Keeling) Islands

The Territory of Cocos (Keeling) Islands is a group of coral atolls
consisting of 27 islands with a total land area of 14 sq km (5 sq mi)
in the Indian Ocean, at 12°5’s and 96°53'E, about 2,770 km (1,720
mi) northwest of Perth. The estimated population of the two in-
habited islands was 632 in 2002. A British possession since 1857,
the islands were transferred to Australia in 1955 and are adminis-
tered by the minister for territories. In 1978, the Australian gov-
ernment bought out the remaining interests (except for personal
residences) of the Clunies-Ross heirs on the islands. The climate is
pleasant, with moderate rainfall. Principal crops are copra, coco-
nut oil, and coconuts. The airport is a link in a fortnightly service
between Australia and South Africa.

Coral Sea Islands

The Coral Sea Islands were declared a territory of Australia in
legislation enacted during 1969 and amended slightly in 1973.
Spread over a wide ocean area between 10° and 23°30's and 154°
and 158°E, the tiny islands are administered by the minister for the
Capital Territory and have no permanent inhabitants—although
there is a manned meteorology station on Willis Island.

Territory of Heard and McDonald Islands

Heard Island, at 53°6's and 72°31' E, about 480 km (300 mi)
southeast of the Kerguelen Islands and about 4,000 km (2,500 mi)
southwest of Perth, is about 910 sq km (350 sq mi) in size. Bleak
and mountainous, it is dominated by a dormant volcano, Big Ben,
about 2,740 m (8,990 ft) high. There was a station at Atlas Cove
from 1947 to 1955, but the island is now uninhabited and is visited
occasionally by scientists. Just north is Shag Island, and 42 km (26
mi) to the west are the small, rocky McDonald Islands. The largest
island of the group was visited for the first time, it is believed, on
27 January 1971, by members of the Australian National Antarctic
Expedition. The territory was transferred from the UK to Austra-
lia at the end of 1947.

Macquarie Island

Macquarie Island, at 54°30’s and 158°40'e, is about 1,600 km
(1,000 mi) southeast of Hobart. The rocky, glacial island, 34 km
(21 mi) long and about 3 to 5 km (2 to 3 mi) wide, is uninhabited
except for a base maintained at the northern end since February
1948. Macquarie Island has been a dependency of Tasmania since
the early 19th century. At the most southerly point, the island has
what is believed to be the biggest penguin rookery in the world.
Two small island groupings are off Macquarie Island: Bishop and
Clerk, and Judge and Clerk.

Norfolk Island

Norfolk Island, with an area of 36 sq km (14 sq mi), is situated at
29°3's and 167°57'E, 1,676 km (1,041 mi) east-northeast of Syd-
ney. Discovered in 1774 by Capt. James Cook, it was the site of a
British penal colony during 1788-1814 and 1825-55. In 1856, it
was settled by descendants of the Bounty mutineers. As of 2002,
the estimated permanent population was 1,866. Transport is al-
most exclusively by motor vehicle. The soil is fertile and the cli-
mate conducive to the growing of fruits and bean seed, as well
as the famed Norfolk Island pine. Tourism is also important. As
of 2003, endangered species on Norfolk Island included the gray-
headed blackbird, Norfolk Island parakeet, the white-breasted sil-
ver-eye, the green parrot, the Morepork (Boobook owl), and the
Bird of Providence (Providence Petrel). In 1996, Phillip Island was
added to the Norfolk Island National Park.
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1LOCATION, SIZE, AND EXTENT

Azerbaijan is located in southeastern Europe/southwestern Asia
between Armenia and the Caspian Sea. Comparatively, Azerbai-
jan is slightly smaller than the state of Maine with a total area of
86,600 sq km (33,436 sq mi). This area includes the Nakhiche-
van Autonomous Republic and the Nagorno-Karabakh Autono-
mous Oblast. Azerbaijan shares boundaries with Russia on the N,
the Caspian Sea on the E, Iran on the s, Armenia on the w, and
Georgia on the Nw. Azerbaijan’s boundary length totals 2,013 km
(1,251 mi). Azerbaijan’s capital city, Baku, is located on the Ap-
sheron Peninsula that juts into the Caspian Sea.

2TOPOGRAPHY

The topography of Azerbaijan features the large, flat Kura-Aras
Lowland (much of it below sea level) surrounded on three sides
by mountains. The Great Caucasus Mountains are to the north,
the Lesser Caucasus Mountains are to the southwest, and the Tal-
ish Mountains are in the south along the border with Iran. The
Karabakh Upland lies in the west. About 19% of Azerbaijan’s land
is arable with approximately 16% under irrigation.

The Nakhichevan exclave lies to the west, separated from the
rest of Azerbaijan by Armenia. Nakhichevan also shares borders
with Turkey and Iran.

3CLIMATE

The country’s climate is subtropical in the eastern and central
parts. In the mountainous regions the climate is alpine-like. The
southeastern section of the country has a humid subtropical cli-
mate. The average temperature in the capital, Baku, in July is 25°c
(77°F). In January the average temperature is 4°c (39°F). Rainfall
varies according to climate zones. The average rainfall for most of
the country is only about 15 to 25 cm (6 to 10 in). However, at the
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highest elevations of the Caucasus and in the Linkéran lowlands,
annual rainfall can exceed 100 cm (39 in).

“FLORA AND FAUNA

The country’s flora and fauna is rich and varied. There are 16 nature
reserves and more than 28 forest reserves and hunting farms.

SENVIRONMENT

Azerbaijan’s current environmental problems result in part from
the effects of the economic priorities and practices of the former
Soviet Union. General mismanagement of the country’s resourc-
es has resulted in a serious threat to several areas of the environ-
ment. UN agencies have reported severe air and water pollution
in Azerbaijan, which ranks among the 50 nations with the world’s
highest level of carbon dioxide emissions. The combination of in-
dustrial, agricultural, and oil-drilling pollution has created an en-
vironmental crisis in the Caspian Sea. These sources of pollution
have contaminated 100% of the coastal waters in some areas and
45.3% of Azerbaijan’s rivers. In 2001, only 78% of the total popu-
lation had access to safe drinking water. The pollution of the land
through the indiscriminate use of agricultural chemicals such as
the pesticide DDT is also a serious problem.

Azerbaijan’s war with Armenia has hampered the government’s
ability to improve the situation. Due to the severity of pollution
on all levels, the country’s wildlife and vegetation are also seri-
ously affected. From the mid-1980s to mid-1990s, the amount of
forest and woodland declined by 12.5%. As of 2000, about 13% of
the total land area was forested. In 2003, about 6.1% of the total
land area was protected, including two Ramsar wetland sites: Agh-
Ghol and Ghizil-Agaj.

As of 2002, there were at least 99 species of mammals, 229 spe-
cies of birds, and 4,300 species of higher plants. According to a
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2006 report issued by the International Union for Conservation of
Nature and Natural Resources (IUCN), threatened species includ-
ed 11 types of mammals, 11 species of birds, 5 types of reptiles, 5
species of fish, and 6 other invertebrates. Endangered species in-
clude the Barbel sturgeon, beluga, the Azov-Black Sea sturgeon,
the Apollo butterfly, and the Armenian birch mouse.

®POPULATION

The population of Azerbaijan in 2005 was estimated by the United
Nations (UN) at 8,388,000, which placed it at number 90 in popu-
lation among the 193 nations of the world. In 2005, approximately
7% of the population was over 65 years of age, with another 26%
of the population under 15 years of age. There were 94 males for
every 100 females in the country. According to the UN, the annual
population rate of change for 2005-10 was expected to be 1.0%, a
rate the government viewed as satisfactory. The projected popula-
tion for the year 2025 was 9,700,000. The population density was
97 per sq km (251 per sq mi).

The UN estimated that 51% of the population lived in urban ar-
eas in 2005, and that urban areas were growing at an annual rate
of 1.15%. The capital city, Baku, had a population of 1,816,000 in
that year. Other urban centers include Gyanja (formerly Kirov-
abad) with a population of about 300,000 people, and Sumgait
with about 289,700. There has been an additional influx of foreign
refugees to the urban centers in recent years.

“MIGRATION

As a result of the war with Armenia, which started in 1988, more
than one million people were forced to leave the region. The Law
on Citizenship allows for the automatic acquisition of Azerbai-
jani citizenship by refugees from Armenia. Also, there are some
48,000 Meshketians, also known as Meskhis, who were forcibly
resettled from Central Asia after bloody Soviet pogroms in 1989.
The Meshketians, descendants of rural Muslim populations, were
originally deported from Georgia to Central Asia under the Sta-
lin era. Most Azerbaijani were displaced between 1993 and 1994.
Since May 1994, when the cease-fire was enacted, only 60,000
persons were able to return to their homes along the front line.
According to United Nations High Commissioner for Refugees
(UNHCR) data, as of the end of 2004 there were 578,545 (around
7% of the total population) internally displaced persons (IDP) in
Azerbaijan.

Between 1989 and 1995, there was an emigration of Slavic peo-
ples from Azerbaijan. These included 169,000 Russians, 15,000
Ukrainians, and 3,000 Belarusians as they emigrated back to their
homelands. By the end of 2004, several thousand Azerbaijan cit-
izens sought asylum in Western Europe, mainly in Sweden and
Germany.

As of 2001 there were 148,000 migrants living in Azerbaijan,
with less than 1% of these being refugees. However, as of 2004,
Azerbaijan hosted 40,267 other refugees and asylum seekers. Most
are Azeri refugees from Armenia.

In 2005 the net migration rate was estimated as -4.64 mi-
grants per 1000. The government views this migration level as
satisfactory.

BETHNIC GROUPS

At the 1999 census, 90.6% of the population was Azeri; about 2.2%
were Dagestani, 1.8% were Russian, another 1.5% were Armenian,
and 3.9% were of other ethnic origins. Almost all Armenians live
in the separatist Nagorno-Karabakh region.

LANGUAGES

Azerbaijani (or Azeri) is a language related to Turkish and is also
spoken in northwestern Iran. It is traditionally written in Arabic
script. In 1995, an estimated 89% of the population spoke Azeri;
3% spoke Russian; 2% spoke Armenian; and 6% other. In 1939,
the Soviets introduced a Cyrillic alphabet, with eight special
characters.

'ORELIGIONS

For most of the 20th century, from 1920-1991, the Azerbaijan So-
viet Socialist Republic observed the restrictions in religious belief
and practice common throughout the former Soviet Union. Ac-
cording to official figures available in 2004, the population was
96% Muslim (70% of whom were Shias, and 30% were Sunnis).
However, the percentage of those who are active practitioners of
the faith is believed to be much lower. Religious identity within
the country tends to be primarily based on culture and ethnicity.
Because of the Persian influence on Azerbaijan, most Azerbaijanis
are Shiites, even though all of the other Turkic groups of the for-
mer Soviet Union are Sunni Muslims.

Islam (both Shia and Sunni), Russian Orthodox, and Judaism
are considered to be traditional religions of the country. A major-
ity of Christians live in the Baku and Sumgait urban areas. There
are two main groups of Jews: the Mountain Jews, who are believed
to be descendents of those who first came to the northern part of
the country over 2,000 years ago, and the Ashkenazi Jews, who are
the descendant of European immigrants. There are small commu-
nities of Evangelical Lutherans, Roman Catholics, Baptists, Molo-
kans (an older branch of Russian Orthodox), Seventh-Day Adven-
tists, Baha’is, Wahhabist Muslims, Jehovah’s Witnesses, and Hare
Krishnas.

The constitution specifically provides that persons of all faiths
may choose and practice their religion without restrictions. There
are legal provisions which allow the government to regulate re-
ligious groups. All religious groups must be registered with the
government through the State Committee for Work with Reli-
gious Associations, a department of the Ministry of Justice. Pros-
elytizing by foreigners is against the law. Muslims who convert
to non-Muslim faiths often face social discrimination, and even
hostilities.

"'"TRANSPORTATION

Azerbaijan’s railway system, as of 2004, was made up of 2,957 km
(1,839 mi) of broad gauge (1.520-m) track, with Baku as the hub.
Of that total, 1,278 km (795 mi) was electrified. In 2003, the high-
way system totaled 27,016 km (16,803 mi), of which 12,698 km
(7,898 mi) were paved. In that same year, there were 128 km (80
mi) of expressways. As of 2003, there were 350,559 passenger cars
and 124,482 commercial vehicles registered. Azerbaijan’s major
port is at Baku. In 2005 the merchant marine had 81 ships (1,000
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GRT or over), totaling 253,004 GRT. Ships from the Caspian fleet
have called at some 125 ports in over 30 countries. In 2004 there
were an estimated 50 airports. As of 2005, a total of 27 had paved
runways, and there were also two heliports. There are flights from
Baku’s Bina Airport to more than 70 cities of the former Sovi-
et Union. In 2003, a total of 684,000 passengers were carried on
scheduled domestic and international airline flights.

"2HISTORY

The territory of present-day Azerbaijan has been continuously in-
habited since the Paleolithic era. The first evidence of tribal alli-
ances date to the first millennium Bc, when such peoples as the
Mannaians, the Medes, the Cadusiis, the Albanoi, and the Caspi-
ans appeared. In the 7th century Bc, the state of Media appeared
in what now is southern Azerbaijan, growing to cover large por-
tions of the Near East. The Medians were displaced by the Persian
dynasty of Achaemenids, who in turn were defeated by Alexander
the Great. In the 4th century Bc, another state arose which Greek
sources called Atropatena, or “Land of the Fire Keepers™; it is this
name, reflecting the predominance of Zoroastrianism, which may
have given the present state its name. Around the beginning of the
common era Atropatena was succeeded by a state called Albania,
which the Romans attempted to conquer.

In the 3rd and 4th centuries AD, Azerbaijan existed with fluid
boundaries between the Sassanid state in Persia and the Romans,
whose battles inflicted great damage, leaving Azerbaijan open to
raids by Turkic nomadic tribes from the north, including Khazars
and Huns. Outside influence reappeared in the 7th and 8th centu-
ries, when Arabs conquered much of Transcaucasia. As their in-
fluence receded, a number of small local states were established,
the best known of which was the Shirvanshahs.

In the 11th century Azerbaijan was invaded by Oguz Turks,
of the Seljuk dynasty. By the 13th century the gradual displace-
ment of pre-Turkic local languages was complete, although many
traces of non-Turkic predecessors remain in the Azerbaijani lan-
guage. Persian, however, remained the language of art, science,
and education.

In the 1230s Azerbaijan was conquered by Genghiz Khan,
whose power remained in the Il-Khanid state, which at the end of
the 14th century was displaced by the armies of Tamerlaine. In the
16th century, the Safawid state emerged, coming to control most
of the land between the Syr Darya and the Euphrates, and reestab-
lishing agriculture and commerce destroyed under the Mongols.
In the 17th century, the Safawids became Persianized, which made
present-day Azerbaijan decline in importance.

In the 18th century Azerbaijan became the intersection of the
Turkish, Persian, and Russian empires, as well as the focus of Brit-
ish and French attempts to block Russian expansion. The northern
part of the territory was incorporated into Russia in the first third
of the 19th century, but the area did not become important until
the 1880s, when the area’s abundant oil gained commercial impor-
tance. The southern portion of what was originally Azerbaijan has
remained in Iran, except for the period 1941-46, when it was oc-
cupied by Soviet troops.

When the 1917 Russian revolution came, Ottoman Turkish
troops moved into Azerbaijan, and later British forces controlled
the capital, Baku. The Azerbaijani Musavat, or Equality Party, es-
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tablished a government, declared Azerbaijan’s independence, and
received diplomatic recognition from several states. Azerbaijan
was invaded by the Russian Bolsheviks’ Red Army in April 1920,
and Azerbaijan was declared a Soviet state. In 1922 it was made
part of the Transcaucasian Federated Socialist Republic, along with
Georgia and Armenia. That was dissolved in 1936, when the three
states were each made into separate Soviet Socialist Republics.

In 1988, calls by ethnic Armenians living in Azerbaijan’s Nago-
rno-Karabakh (NK) region to be incorporated into the Armenian
republic led to open conflict, which lasted until 1994. This pre-
dominantly Armenian area had been unsuccessfully claimed by
the Armenians in the 1920s, at the time of the creation of Soviet
Azerbaijan. Inability to solve the NK conflict was one of the prob-
lems that ultimately brought down Mikhail Gorbachev and broke
apart the USSR. Ethnic and civil violence in January 1990 prompt-
ed the occupation of Baku by Soviet armed forces and Moscow’s
replacement of Abdulrakhman Vezirov with Ayaz Mutalibov as
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republic head. During this period of martial law, the legislature
elected Mutalibov as president in May 1990. Independence was
declared on 30 August 1991, and Mutalibov was reaffirmed as
president in a popular, uncontested election in September 1991.

In December 1991, NK’s Armenians held a referendum (boy-
cotted by local Azerbaijanis) that approved NK’s independence
and elected a Supreme Soviet, which on 6 January 1992, declared
NK’s independence and futilely appealed for world recognition.
Following a late February 1992 massacre of Azerbaijani civilians
in the town of Khojaly in NK, Mutalibov was accused of failing
to protect Azeri citizens and forced by the nationalist opposition-
ist Azerbaijani Popular Front (APF) and others to resign as presi-
dent. His replacement, legislative head Yakub Mamedov, was also
forced to resign in May 1992, in the face of further Azerbaijani
military defeats in NK. Mutalibov was then reinstated by loyalists
in the Supreme Soviet, but he had to flee two days later, when the
APF seized power. Former Soviet dissident and APF leader Abul-
faz Elchibey, was elected president in a popular contest in June
1992.

The nationalist government took several moves to cut its ties to
Russia, including demanding the withdrawal of Russian troops,
refusing to participate as a member of the Commonwealth of In-
dependent States, negotiating with Western firms to develop its oil
resources, and improving relations with Turkey. However, military
losses in NK increased. In 1993, Heydar Aliyev, who had been the
Communist Party leader of the republic from 1971-85 but then
was ousted and disgraced by Soviet leader Mikhail Gorbacheyv, be-
gan to press for Elchibey’s dismissal.

An abortive attempt by the Elchibey government in June 1993
to disarm paramilitary forces in the town of Ganja precipitated the
fall of the government and provided the opportunity for Aliyev to
regain power. These forces were led by Suret Huseynov, formerly
in charge of troops in NK, who had been fired by Elchibey. Husey-
nov’s forces, supplied with Russian equipment, defeated an Azer-
baijani Army attack and began to march on Baku. His government
in chaos, Elchibey invited Aliyev to come to Baku, and on 15 June,
he endorsed Aliyev’s election by the legislature as its new speaker.
Elchibey fled to the Nakhchiveni Autonomous Republic (NAR)
on 17 June. On 24 June 1993, a bare quorum of legislators met
and formally stripped Elchibey of presidential powers, transfer-
ring them to Aliyev. Huseynov demanded and was given the post
of prime minister.

On 3 October 1993, Aliyev was elected president with 98.8% of
the vote. The referendum and election were viewed as not “free
and fair” by many international observers because of suppres-
sion of APF and other opposition participation. In late September
1994, police and others in Baku launched a purported coup at-
tempt. Aliyev darkly hinted at Russian involvement. After defeat-
ing the coup attempt, Aliyev also accused Prime Minister Husey-
nov of major involvement, and Huseynov fled the country. Other
coup attempts were reported in 1995 and 1999. All of the alleged
coup attempts triggered mass arrests of Aliyev’s opponents.

On 11 October 1998, incumbent President Aliyev defeated five
other candidates and was elected to a second five-year term, re-
ceiving over 76% of 4.3 million votes cast. The major “constructive
opposition” candidate running was Etibar Mamedov of the Na-
tional Independence Party (NIP), who received 11.6% of the vote.
Most international observers judged the vote not “free and fair,”

citing myriad irregularities, though also noting that the election
marked some improvement in political pluralism.

The conflict with Armenian separatists over its Nagorno-Kara-
bakh region continues to plague Azerbaijan. Azerbaijan asserts
that NK forces occupy over 20% of Azerbaijan’s territory both in
and around NK. The conflict has resulted in about 30,000 casual-
ties on both sides and over 840,000 Azerbaijani refugees and dis-
placed persons (and over 300,000 Armenians). The Organization
for Security and Cooperation in Europe (OSCE) began the “Minsk
Group” peace talks in June 1992. A Russian-mediated cease-fire
was agreed to in May 1994 and was formalized by an armistice
signed by the ministers of defense of Armenia and Azerbaijan and
the commander of the NK army on 27 July 1994 (and reaffirmed
a month later). Moscow talks were held by the sides, with token
representation by the OSCE, along with Minsk Group talks. With
strong US backing, the OSCE at its Budapest meeting agreed in
December 1994 to send OSCE peacekeepers to the region under
UN aegis if a political settlement could be reached. Russia and the
OSCE assented to merge their mediation efforts. France was nom-
inated as a cochair in 1996. This elicited criticism from Azerbaijan
that the French had appeared pro-Armenian, leading to the seat-
ing of US, French, and Russian cochairs. (Many Azerbaijanis also
have voiced reservations about Russia’s objectivity as a mediator,
citing its defense ties to Armenia.) Direct Armenian-Azerbaijani
contacts by the presidents and advisors have also occurred.

Prospects for a negotiated settlement remain elusive because
the sides remain far apart on most substantive issues such as the
placement and composition of a peacekeeping force and NK’s ul-
timate political status. Personal meetings by the two presidents
raised hopes that a statement of intention could be issued at the
November 1999 OSCE Summit, but events such as resignations of
some Azerbaijani officials apparently opposed to NK proposals,
Aliyev’s infirmity, and October 1999 assassinations in Armenia
appeared to set back progress.

Peace talks between Armenia and Azerbaijan were held in Paris
and Florida in 2001, but by December 2002, Lieutenant General
Seyran Ohanian, commander-in-chief of the armed forces of NXK,
warned Azerbaijan that the enclave’s army was “better prepared
than ever before” and “ready to repulse the enemy” and carry out
a successful counteroffensive should conflict begin. President Ali-
yev in September 2002 told representatives of the Minsk Group
that “the people’s mood is changing. They are starting to lose hope
in a peaceful solution and are coming to the view that we have to
recover our land ourselves by whatever means necessary...It has
been...nearly ten years since the Minsk Group was created. How
much longer can we go on talking about a peace settlement?”

In 2001, the United States lifted a ban on aid imposed during
the NK conflict after Azerbaijan provided airspace and intelli-
gence to the United States following the 11 September 2001 ter-
rorist attacks.

In September 2002, construction began on a multibillion-dol-
lar pipeline to carry Caspian oil from Azerbaijan to Turkey via
Georgia (the Baku-Tbilisi-Ceyhan pipeline, otherwise known as
the BTC).

The government held a referendum on 24 August 2002 to ap-
prove 39 changes to the constitution. Some of the major articles at
issue were the abolishment of the proportional system of election
of deputies to the national parliament; making the prime minister,



Azerbaijan 45

not the speaker of the parliament, a caretaker president in case the
president is not able to carry out his duties; and giving lower level
courts the right to ban political parties. Opposition leaders argued
that abolishment of the proportional system would damage the
multiparty system in the country and further strengthen the rul-
ing elite. In addition to this, the opposition claimed that President
Aliyev intended to appoint his son ITham prime minister and then
retire, thus paving the way for his son to become the next pres-
ident. President Aliyev also approved adding a provision to the
Law on State Secrets, which would make editors and journalists
of local mass media accountable for disseminating state secrets.
The government claimed that there was nearly 100% support for
the constitutional changes with 88% voter turnout, while opposi-
tion groups stated turnout was closer to 15%, which would ren-
der the vote invalid. Demonstrators called for the resignation of
President Aliyev and for holding free and fair elections. Support-
ers of more than 30 opposition parties, including the major par-
ties Musavat, the Popular Front, the Azerbaijan Democratic Party,
and the Azerbaijan National Independence Party, held marches
on 14 September 2002 urging the authorities to cancel the results
of the referendum. On 27 October and again on 24 November of
that year, the opposition parties marched again under the banner
of the United Opposition Movement, claiming that over 50,000
people participated in the marches.

In August 2003, Aliyev appointed his son ITham prime minister.
In October, Ilham Aliyev won a presidential vote by a landslide in
a poll outside observers declared not meeting international stan-
dards, which sparked opposition protests. These were met by po-
lice violence; hundreds were arrested. In December, Heydar Ali-
yev died in a hospital in Cleveland, Ohio, in the United States; he
had been suffering from heart and kidney problems.

In March 2005, outspoken opposition journalist Elmar Husey-
nov was shot and killed in Baku; thousands of Azerbaijanis
mourned his death. After months of preelection tension and the
suppression of riots, voters cast their ballots for parliament on 6
November 2005. The ruling Yeni Azerbaijan Party declared vic-
tory, while leaders of Azadliq (“Freedom”), a three-party opposi-
tion blog, said the official results were a sham, and the races were
tainted by fraud, falsification, and police action. During the cam-
paign, beatings of demonstrators, arrests of opposition figures,
and the continued use of government resources for its candidates
took place. After the elections, thousands of opposition members
protested the fraudulent elections, and the Azeri government was
forced—in part by intense diplomatic pressure—to undo some of
the most obviously falsified results, by firing two regional gover-
nors for interfering with vote counts, annulling the results for five
parliamentary seats, and dismissing several election officials and
opening criminal cases against them, in addition to carrying out
investigations of complaints. The official results showed the Yeni
Azerbaijan Party winning 58 parliamentary seats and the Azadliq
bloc only 11. The rest were scattered among small parties and in-
dependents. Tens of thousands of citizens staged peaceful protests
on 26 November 2005, calling on President Ilham Aliyev to resign,
and chanting “freedom”; the protests were broken up by the po-
lice, who beat many of the participants.

13GOVERNMENT

Azerbaijan is a republic with a presidential form of government.
Heydar Aliyev assumed presidential powers after the overthrow
of his popularly elected predecessor and was elected president in
1993. Aliyev and his supporters from his home region of Nakiche-
van and elsewhere dominated the government and the legislature.
Aliyev’s son ITham was elected president in October 2003; Heydar
Aliyev died in December 2003.

The Azerbaijani constitution was approved by 91.9% of voters
in a referendum held in November 1995. It establishes a strong
presidency, sets up a new 125-member legislature (the Milli Me-
jlis), declares Azerbaijani the state language, proclaims freedom
of religion and a secular state, stipulates ownership over part of
the Caspian Sea, and gives Nakhchiveni Autonomous Republic
(NAR) quasi-federal rights. The president appoints and removes
cabinet ministers (the Milli Mejlis consents to his choice of prime
minister), submits budgetary and other legislation that cannot be
amended but only approved or rejected within 56 days, and ap-
points local officials. It is extremely difficult for the Milli Mejlis
to impeach the president. The transition to democracy has been
impeded by government efforts to hinder the opposition. In NK,
political turmoil and war damage have slowed development, and
ethnic Azerbaijanis are prevented from returning to the region
and surrounding areas by the lack of a peace settlement.

In June 2002, the Constitutional Court ruled that changes to
the constitution proposed by President Heydar Aliyev did not
conflict with the principles of Azerbaijan’s basic law. One major
change in the constitution concerned what happens if the presi-
dent retires or becomes incapacitated. Prior to the 24 August 2002
referendum, under the constitution’s Article 105, the speaker of
parliament assumed the presidents duties. Under the new rule,
the prime minister, who is appointed by the president and is re-
sponsible to him, not the legislature, assumes presidential powers.
An amendment to Article 101 changed the threshold for a can-
didate to be elected president in the first round of voting, from
two-thirds to a simple majority. Members of the Milli Mejlis were
previously elected on the basis of majority and proportional elec-
tion systems under Article 83 of the constitution. Under the new
provisions, proportional party lists were eliminated and deputies
are elected only through winning majorities in districts. Changes
to Article 3 forbid holding a referendum on issues that fall under
the scope of executive institutions, such as taxes, the state budget,
amnesties, elections and appointments to executive positions.

In the November 1995 election, 25 of the seats were allocated
through a proportional party list vote and 100 through single-
member district balloting. Eight parties were allowed to take part
in the party list voting in the legislative elections, but only the
Azerbaijani Popular Front (APF) was clearly an anti-Aliyev par-
ty. These were the Yeni (New) Azerbaijan (YAP), APF, Azerbai-
jan Democratic Independence (ADIP), National Independence
(NIP), Azerbaijan Democratic Proprietors (ADPP), Motherland,
Azerbaijan National Statehood (NSPA), and Alliance for Azerbai-
jan parties. Aliyev’s YAP won most seats in the legislative races.
The elections were marred by the harassment and exclusion of
most opposition parties and candidates from participation and by
rampant irregularities such as the open stuffing of ballot boxes, ac-
cording to international observers. Some observers stressed that
the elections marked some progress in holding a multiparty vote.
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Heydar Aliyev’s YAP candidates ran unopposed in many electoral
districts because of the exclusion of opposition candidates. Cam-
paign advertising by most parties was severely restricted on state-
owned television, while Heydar Aliyev received extensive positive
coverage. Legislative elections held in November 2000 saw the
NAP and its allies win 108 out of 125 seats in the Milli Mejlis in
elections that were criticized by international observers. The APF
took the next highest number of seats with 6.

The next legislative elections were held in November 2005. Due
to the 2002 changes in the constitution approved by referendum,
all 125 members of parliament were elected from single mandate
constituencies. Amid accusations of fraud and public demonstra-
tions, the government’s official results showed the YAP winning
58 seats; the Azadliq (“Freedom”) bloc won only 11 seats, and the
rest were awarded to independents and split among the smaller
parties.

T4pOLITICAL PARTIES

Some three dozen parties are registered, but some opposition par-
ties have been arbitrarily refused registration. Some parties that
are deemed explicitly ethnic or religiously based also have been
refused registration. Under election legislation passed after Hey-
dar Aliyev’s accession, a party must have at least 1,000 members
to be legally registered. Party membership is forbidden to govern-
ment officials in agencies of the judiciary, law enforcement, secu-
rity, border defense, customs, taxation, finance, and the state-run
media. Six pro-Aliyev parties participated in the 1995 legislative
party list vote, including Yeni Azerbaijan (YAP; formed in Novem-
ber 1992), Azerbaijan Democratic Independence (ADIP; broke off
from NIP in late 1993), Motherland (formed in 1990), and the
Democratic Entrepreneurs’ Party (formed in 1994). Only the YAP
gained enough votes to win seats in the party list vote (though
these other parties won seats in constituency balloting). Two cen-
trist or opposition parties participated and won seats in the party-
list voting: the Azerbaijan Popular Front (APF—formed in 1988)
and National Independence Party (NIP; broke off from APF in ear-
ly 1992). Opposition parties excluded from the party list ballot in-
cluded Musavat (formed in 1912). All parties are small; YAP is the
largest. YAP, formed by Aliyev, encompasses many of his former
Azerbaijani Communist Party (ACP) supporters. The APF was at
the forefront of the nationalist and anticommunist movement and
its chair, Abulfaz Elchibey, was elected president in 1992. With
Heydar Aliyev’s return to power, APF members and officials were
arrested and harassed. NIP views itself as a moderate nationalist
party in “constructive opposition” to Aliyev. Musavat has support-
ed close ties with Turkey and has cooperated on some issues with
the APF. The pro-Iranian Islamic Party was stripped of its regis-
tration in 1995. Preparing for the 1998 presidential race, in March
1998, 46 pro-government political parties and groups formed the
Center for Democratic Elections (CDE). Five prominent opposi-
tion political leaders and others formed the Movement for Dem-
ocratic Elections and Electoral Reform (MDEER) in May 1998:
Elchibey (the AFP), Isa Gambar (Musavat), Lala Shovkat Hijyeva
(Azerbaijan Liberal Party or ALP), former speaker Rasul Guliyev,
and Ilyas Ismayilov (Democratic Party of Azerbaijan). The Dem-

ocratic Party finally achieved registration in early 2000, but co-
leader Guliyev remained in forced exile.

Other political parties include the Civil Solidarity Party (CSP),
Civic Union Party, Compatriot Party, Justice Party, Liberal Party of
Azerbaijan, and the Social Democratic Party of Azerbaijan (SDP).
Opposition parties regularly factionalize and form new parties.
The opposition bloc that fielded candidates in the November 2005
parliamentary election was called Azadliq (“Freedom”).

Heydar Aliyev died in December 2003. Prior to his death he had
appointed his son ITham prime minister. In October 2003 Ilham
Aliyev was elected president to succeed his father.

15LOCAL GOVERNMENT

Soviet-era Azerbaijan was subdivided administratively into one
autonomous republic, Nakhichevan, an area separated from the
rest of Azerbaijan by a thin strip of Armenian territory, which had
its own parliament of 110 members; and an autonomous region,
Nagorno-Karabakh (NK). Azerbaijan dissolved NK’s status as an
autonomous region in November 1991 in an attempt to reassert
central control. NK has claimed an independent existence since
December 1991, and a swath of territory around it has been occu-
pied by NK Armenian forces. Azerbaijan has 59 districts (rayons)
and 11 cities, whose executive heads or mayors are appointed and
dismissed by the president. Although the constitution called for
the local election of legislative assemblies (councils) by the end
of 1997, these elections did not take place until December 1999
(with runoffs in some municipalities in March 2000). In these rac-
es, nearly 2,700 municipal and district assemblies were formed.
Some 36,000 candidates contested for 22,087 seats in these assem-
blies. Of these candidates, 18,000 were sponsored by 26 political
parties, while others run as independents. The election was not
viewed by many international monitors as “free and fair” because
of government interference in the electoral process, including the
stacking of territorial and precinct electoral commissions with
members of the ruling party and other local government support-
ers, the harassment or disqualification of opposition candidates,
and ballot box stuffing. Many of the local assemblies found it diffi-
cult to begin work because their roles were somewhat unclear and
local executive heads, appointed by Heydar Aliyev, proved some-
what reluctant to share power.

Local elections were held once again in December 2004. In all,
38,041 candidates competed to contest 21,622 seats on 2,731 mu-
nicipal councils. More than 22,000 of the candidates were regis-
tered Yeni Azerbaijan Party (YAP) members. Thirty other parties
registered only 2,347 candidates. The major opposition parties,
with the exception of the NIP, boycotted the vote. Voting irregu-
larities were reported by outside observers. The YAP maintained
its political monopoly in the municipal councils.

16JUDICIAL SYSTEM

The old Soviet court system has been essentially retained, consist-
ing of district courts and municipal courts of first instance and a
Supreme Court which usually performs the function of appellate
review. However, the Supreme Court also performs the function
of court of first instance for some serious cases. District courts
consist of one judge and two lay assessors and hear criminal, civil,
and juvenile cases. Criminal defendants have the right to an at-
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torney and to appointed counsel, the right to be present at trial, to
confront witnesses, and to a public trial.

The 1995 constitution provides for public trials in most cases,
the presumption of innocence in criminal cases, and a defendant’s
right to legal counsel. Both defendants and prosecutors have the
right of appeal. In practice, however, the courts are politically ori-
ented, seeming to overlook the government’s human rights viola-
tions. In July 1993, Heydar Aliyev ousted the Supreme Court chief
justice because of alleged political loyalties to the opposition. The
president directly appoints lower level judges. The president also
appoints the Constitutional Court and Supreme Court judges with
confirmation by the legislature.

Prosecutors (procurators) are appointed by the president with
confirmation by the legislature. The minister of justice organiz-
es prosecutors into offices at the district, municipal, and repub-
lic levels. The constitution provides equal status for prosecutors
and defense attorneys before the courts, but in practice the arrest
and investigatory powers of the prosecutors have dominant influ-
ence before the courts. Judges will often remand a case for further
prosecutory investigation rather than render an innocent verdict.
Investigations often rely on obtaining confessions rather than on
gathering evidence.

The Azerbaijan governments human rights record is poor, al-
though some public policy debate is allowed and human rights
organizations operate. The government restricts freedom of as-
sembly, religion, and association. Numerous cases of arbitrary ar-
rest, beatings (some resulting in deaths), unwarranted searches
and seizures, and other human rights abuses are reported. Politi-
cal oppositionists are harassed and arrested, and there are doz-
ens of political prisoners in Azerbaijan. The conflict between NK
Armenians and Azerbaijanis contributed to widespread human
rights violations by both sides. Some opposition newspapers are
allowed to exist. Ethnic Lezgins and Talysh have complained of
human rights abuses such as restricted educational opportunities
in their native languages.

7 ARMED FORCES

Azerbaijan had 66,490 active personnel in its armed forces in 2005.
Reserves included 300,000 members who had been in the military
within the past 15 years. The Navy numbered 1,750 active person-
nel, which operated 6 patrol/coastal craft, 5 mine warfare vessels,
4 amphibious landing craft, and 2 logistics/support vessels. The
Army consisted of 56,840 personnel with equipment that includ-
ed 220 main battle tanks, 127 armored infantry fighting vehicles,
468 armored personnel carriers, and 270 artillery pieces. The Air
Force and Air Defense services had a combined 7,900 active per-
sonnel with 47 combat capable aircraft, including 37 fighters, 15
fighter ground attack aircraft, and 15 attack helicopters.

Azerbaijan also had an estimated 15,000 people serving in two
separate paramilitary units: a 10,000 plus militia; and a border
guard with an estimated strength of 5,000. The defense budget for
2005 was $310 million.

'8 INTERNATIONAL COOPERATION

Azerbaijan was admitted to the UN on 2 March 1992 and serves
on several specialized agencies, such as the FAO, IAEA, IFC, ILO,
IMEF, UNESCO, and the World Bank. The country is also a mem-

ber of the Black Sea Cooperation Group (BSEC), the Asian Devel-
opment Bank, Council of Europe, OSCE (1992), EBRD, Econom-
ic Cooperation Organization (Turkey, Iran, Pakistan, Russia, the
Central Asian states, and Afghanistan), the Islamic Development
Bank, the Organization of the Islamic Conference, and the Euro-
pean-Atlantic Partnership Council. The country is also a member
of the CIS and has observer status in the WTO. Azerbaijan is part
of the group known as GUUAM (Georgia, Uzbekistan, Ukraine,
Azerbaijan, Moldova). The group was formed in 2001; Uzbekistan
withdrew in 2005.

The OSCE continues to mediate in the struggle between the
Azerbaijani government and the ethnic Armenians of the Nago-
rno-Karabakh region. While Azerbaijan claims sovereignty over
the region, the predominantly ethnic Armenian inhabitants are
fighting for secession into Armenia.

In environmental cooperation, Azerbaijan is part of the Ba-
sel Convention, the Convention on Biological Diversity, Ramsar,
CITES, the London Convention, the Kyoto Protocol, and the
Montréal Protocol.

TEcONOMY

Azerbaijan is one of the oldest oil-producing regions of the world.
Here in ancient times the Zoroastrians, for whom fire was a sa-
cred symbol, built temples around the “eternal fires” of burning
gas vents. At the beginning of the 20th century, as international
competition increased in the first great era of economic global-
ization, Azerbaijan was supplying almost half of the world’s oil.
As a constituent republic of the USSR it was a leading supplier
to the rest of the Union until the focus of Soviet oil development
efforts shifted to the Ural mountains and western Siberia during
the 1970s and 1980s. Remaining oil reserves are estimated in the
BP statistical review of world energy for 2002 to be about 7 billion
barrels. For oil, its reserve to production ratio (R/P ratio) of 64.3 is
topped only by Saudi Arabia and Iran. Proven reserves of natural
gas are estimated at 440 billion cu m (15.5 trillion cu ft). In addi-
tion, the country is endowed with ample deposits of iron, alumi-
num, zing, copper, arsenic, molybdenum, marble, and fire clay.
Azerbaijan boasts a diversified industrial sector that accounts
for approximately a third of GDP (2000 est.) up from less than a
fifth in 1998, and 15% of employment (including construction), a
figure that has remained unchanged. Agriculture, which employs
about 40% of the labor force and accounts for 20% of GDP (in-
cluding forestry), also rests on a relatively diversified base, pro-
ducing cotton, tobacco, grapes, and a variety of foodstuffs. The
transport sector is well developed, integrating the country’s vari-
ous regions and facilitating both domestic and external trade.
Despite its economic potential, Azerbaijan has been slow in
making the transition from a command to a market economy.
Large state companies continue to dominate the economy and be-
low-market price controls still cover many key commodities. The
war with Armenia has also slowed economic growth by disrupting
trade ties and draining government revenues. In 1992, Azerbaijan
implemented an economic blockade against both Armenia and
the enclave of Nagorno-Karabakh, which is still in effect despite
the cease-fire reached in 1994. In 1992 the United States passed
Section 907 of the Freedom Support Act, restricting assistance to
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Azerbaijan until “demonstrable steps” were taken to lift the em-
bargo and cease offensive actions. In January 2002, however, US
president George W. Bush waived Section 907 purportedly due
to Azerbaijan’s support of the US-proclaimed War on Terror. In
August 2002, CCC, a Greek-based construction and project man-
agement firm, won the tender for laying pipes for the Baku-Tbili-
si-Ceyhan (BTC) oil pipeline officially approved September 2002
and scheduled to go into operation in 2005. Trade has traditional-
ly been with Russia and the former Soviet republics and the econ-
omy is still greatly affected by events in those countries.

In 1994, Russia, citing its own conflict in Chechnya, closed all
rail and road borders with Azerbaijan. Cut off from its major source
of production inputs and main outlet for manufactured projects,
Azerbaijan’s industrial production fell by more than 20% in 1995.
Opverall, it is estimated that from 1991 through 1995 the economy
declined by about 60%. Recently, Azerbaijan has begun to shift
trade to Iran and Turkey and away from Russia and Ukraine. The
BTC pipeline is designed to avoid Russia. Foreign investment, the
majority in hydrocarbons, began a period of steady growth in the
late 1990s, and in 2001 the economy registered its fifth straight
year of real GDP growth. For 1999 to 2001, based on data supplied
by the government of Azerbaijan, growth rates were 7.2%, 11.1%
and 8.5%, respectively, with a forecast of about 9% (US State De-
partment estimate) for 2002. Nevertheless, the country’s GDP is
not expected to reach its 1991 level until 2007.

Localized fighting with Armenia broke out in the spring of 1997
and in the summer of 1999, and efforts to reach a peace agreement
have failed to date. The prospects for long-term economic growth
have been significantly enhanced in 2002, however, by the cut-
ting of one Gordian knot: the official sanctioning in September
2002 of the BTC pipeline from Baku to the Turkish Mediterra-
nean, which has been pending since the country’s first production
sharing contract (PSC) was agreed to in 1994 with the Azerbaijan
International Operating Company (AOIC). The AOIC is an inter-
national consortium of companies headed by British Petroleum
(BP) as operator with a plurality share of 34.1% share. Actual con-
struction on the BTC pipeline began in 2002. Azerbaijan’s second
PSC, signed and ratified in 1996, for the Shah Deniz gas pipeline
involving another consortia headed by BP (with 25.5% and also
designated operator) and Norway (Statoil with 25.5%) more typi-
cally failed to be sanctioned in October 2002 as planned due to
problems sorting out finance. Azerbaijan’s economic development
will ultimately depend on the diversification of its production for
export, but in the near future the prospect is for the increasing
dominance of the hydrocarbon sector as a percent of GDP and as
a percent of exports.

In 2004, the GDP was $30 billion, an improvement of 10.2%
over the previous year. Estimates of the Economist Intelligence
Unit show that the GDP growth rate will reach 21% in 2005, and a
whopping 25% in 2006, as a result of increased oil and gas exports.
Official unemployment has remained fairly stable at around 1.2%,
but it is believed that part of the working population is “techni-
cally” unemployed or working for the gray market. Inflation has
been fluctuating, but at 6.7% in 2004 it is not a major source of
concern.

20INCOME

The US Central Intelligence Agency (CIA) reports that in 2005
Azerbaijan’s gross domestic product (GDP) was estimated at $36.5
billion. The CIA defines GDP as the value of all final goods and
services produced within a nation in a given year and computed
on the basis of purchasing power parity (PPP) rather than value
as measured on the basis of the rate of exchange based on current
dollars. The per capita GDP was estimated at $4,600. The annual
growth rate of GDP was estimated at 18.3%. The average inflation
rate in 2005 was 12%. It was estimated that agriculture accounted
for 14.1% of GDP, industry 45.7%, and services 40.2%.

According to the World Bank, in 2003 remittances from citizens
working abroad totaled $171 million or about $21 per capita and
accounted for approximately 2.4% of GDP. Foreign aid receipts
amounted to $297 million or about $36 per capita and accounted
for approximately 4.4% of the gross national income (GNI).

The World Bank reports that in 2003 household consumption
in Azerbaijan totaled $4.51 billion or about $548 per capita based
on a GDP of $7.1 billion, measured in current dollars rather than
PPP. Household consumption includes expenditures of individ-
uals, households, and nongovernmental organizations on goods
and services, excluding purchases of dwellings. It was estimated
that for the period 1990 to 2003 household consumption grew at
an average annual rate of 5.4%. In 2001 it was estimated that ap-
proximately 51% of household consumption was spent on food,
16% on fuel, 9% on health care, and 2% on education. It was esti-
mated that in 2002 about 49% of the population had incomes be-
low the poverty line.

21 ABOR

In 2005, there were an estimated 5.45 million workers in the labor
force. As of 2001 (the latest year for which data was available), ag-
riculture and forestry accounted for 41% of employment, industry
7%, and the services sector 52%. As of 2005, the nation’s unem-
ployment rate was officially put at 1.2%.

The constitution provides for the right to form labor unions, but
in practice this right is limited and unions are generally not effec-
tive in wage negotiations. Collective bargaining is at a rudimen-
tary level. Wages are still set by government ministries for organi-
zations within the budget. Most major industries are state-owned
and the government runs the largest industrial and white-collar
unions. Uniformed police, military, and customs personnel are
prohibited from forming unions, and trade unions may not par-
ticipate in political activity. The use of compulsory labor is limited
to certain circumstances.

The minimum wage as of 2005, was $25 per month. However,
the minimum wage is below the level needed to support a worker
and family, nor is it effectively enforced. As a result, many rely
upon outside income sources and the structure of extended fami-
lies generally, to ensure a decent living. In addition, most work-
ers earn in excess of the minimum wage. The legal workweek is
40 hours, although workers in dangerous occupations are limited
to 36 hours per week. The maximum daily work shift is 12 hours,
and lunch and rest periods are also required. There is a minimum
working age of 16 with exceptions for children as young as 14 to
work during vacations.
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Although health and safety standards have been set by law, these
rules are mostly ignored and inspections by the government were
ineffective and weak. Workers who leave their jobs due to health
and safety hazards, do so at the risk of losing their jobs.

22 AGRICULTURE

Some 24% of Azerbaijan’s area was cultivated or considered ar-
able in 2002. There are currently 59 agricultural regions in 10 geo-
graphic zones; the principal crops are grapes, cotton, and tobacco.
Agriculture accounted for 21% of GDP in 2002.

Wheat production in Azerbaijan suffers from a number of
problems common in the former Soviet Union, including inade-
quate production credit and lack of inputs. Most wheat is still pro-
duced on state farms, as privatization is only beginning. Produc-
tion in 2004 amounted to 1,600,000 tons from 620,000 hectares
(1,530,000 acres). Seed cotton production amounted to 135,685
tons in 2004, from a harvested area of 77,700 hectares (192,000
acres). Cotton production has been stagnant due to low producer
prices, lack of incentives, and a shortage of both inputs and oper-
ating capital. Tobacco was grown on about 2,100 hectares (5,200
acres) in 2004; production totaled 6,518 tons.

During the Soviet period, some 1,200 state and cooperative
farms existed. Since independence, former state-owned farms
have become more productive, and private fruit and vegetable
farming is increasing. Of the total crop production of 2004, grapes
totaled 55,000 tons; cotton (lint), 40,000 tons; tomatoes, 420,000
tons; watermelons, 280,000 tons; sugar beets, 60,000 tons; hazel-
nuts, 20,000 tons; garlic, 20,000 tons; sunflower seeds, 18,000 tons;
walnuts, 9,700 tons; and tea, 1,048 tons.

Grapes were grown across 10,000 hectares (25,000 acres) in
2004; wine production amounted to 52,800 tons that year. Azer-
bajjan has an expanding wine-producing industry whose wines
have frequently won awards at international exhibitions.

23 ANIMAL HUSBANDRY

Azerbaijan has some 2.7 million hectares (6.7 million acres) of
permanent pasture. The livestock population in 2004 included
16,878,000 chickens, 6,676,000 sheep, 1,934,000 cattle, 604,000
goats, 20,000 pigs, and 68,000 horses. Meat production in 2004
amounted to 145,500 tons, almost three-fourths of which was beef
and mutton. In 2004, about 1,190,000 tons of cow’s milk, 46,500
tons of eggs, and 12,100 tons of greasy wool were produced.

24EI1SHING

The Caspian Sea is Azerbaijan’s principal fishing resource. Com-
mercial fishing traditionally centered on caviar and sturgeon. The
total catch was 6,937 tons in 2003, primarily Azov sea sprat.

25FEORESTRY

About 13% of the land area consists of forests and woodlands. So-
viet-era policies gave priority to high production and rapid growth
at the expense of the environment. The State Committee for Ecol-
ogy and Use of Natural Resources has introduced new regulations
to protect forest resources. Roundwood production in 2003 to-
taled 14,000 cu m (494,000 cu ft), with 23% used for fuel wood.

26 MINING

Besides significant reserves of natural gas and petroleum, Azer-
baijan has iron ore reserves near the disputed Nagorno-Karabakh
region, and lead-zinc and copper-molybdenum deposits in the
Nakhichevan area. Production of metallic and industrial miner-
als in 2002 included alunite (no figure was available for 2002, but
23,000 tons were produced in 2000. There is no recorded produc-
tion in 2001), alumina (217,000 tons in 2000 and 91,000 tons in
2002), bromine, clays, gypsum (1,039 metric tons), iodine (300,000
kg), limestone, marble, sand and gravel, decorative building stone,
and precious and semiprecious stones.

27ENERGY AND POWER

At the turn of the 20th century, Azerbaijan accounted for half of
the world’s oil production. Oil wells have been operating in Baku
since the 1840s. As of the early 21st century, almost all produc-
tion came from offshore in the Caspian Sea. Azerbaijan was one
of only four former Soviet republics (along with Russian, Kazakh-
stan, and Turkmenistan) to be self-sufficient in petroleum. How-
ever, production declined following the 1991 breakup of the So-
viet Union until foreign investment provided the capital for new
development, turning this trend around in 1998. Production rose
from 194,000 barrels per day in 1998 to an average of 318,000 bar-
rels per day in 2004.

According to industry journals and government sources, proven
oil reserves as of 2004 totaled between 7 billion and 13 billion bar-
rels. The State Oil Company of Azerbaijan (SOCAR) has planned
for joint development of the offshore fields (which are now largely
untapped) and has entered into several agreements to build oil
pipelines. For instance, a project with the Caspian Pipeline Con-
sortium would carry oil from the Caspian Sea to the Russian Black
Sea port of Novorossiysk. Another deal with Turkey involved the
construction of a 1,760-km (1,090-mi) pipeline, the symbolic first
length of which was installed in September 2002, to carry crude
oil from Baku to Ceyhan, Turkey. In 1995 Azerbaijan had 17 oft-
shore oil fields in production. Guneshli, about 60 mi (96 km) off
the Azeri coast, currently accounts for more than half the annual
production. By the end of 2002, 33 companies in 15 foreign coun-
tries had signed agreements to develop 21 major oil fields in Azer-
baijan. As of 2003 disputes over offshore oil rights in the Caspian
Sea continued to hinder development of those reserves.

Natural gas production has become more important in recent
years, especially in Baku, where some of the oil wells have been ex-
hausted. Proven reserves as of late 2004 totaled 1.37 trillion cu m
(48.4 trillion cu ft). Production of natural gas in 2004 totaled 4.6
billion cu m. Ukraine and Iran are interested in running a natural
gas pipeline through Azerbaijan en route to Eastern Europe.

In 2003, net electricity generation was estimated at 19.5 billion
kWh. In 2003, consumption of electricity was estimated at 19.8
million kWh. Total installed capacity at the beginning of 2001 was
5.1 million kW. Eight thermal plants supply more than 80% of ca-
pacity, and the rest comes from hydroelectric plants. The main
power plants (both thermal) were near Ali-Bayramy (1,100 MW)
and Mingechaur (2,100 MW).

Petroleum and natural gas resources are the basis for an exten-
sive system of refineries, which produce gasoline, herbicides, fer-
tilizers, kerosene, synthetic rubber, and plastics.
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28 NDUSTRY

The oil and gas industry has traditionally been pivotal to the econ-
omy; in 1891, Azerbaijan produced more than half of the world’s
total oil production. In 2001 refinery production accounted for
over 14.9% of total industrial production, second only to the
58.6% accounted for by the extraction of crude oil and natural
gas, according the Azeri government statistics. Oil refining is con-
centrated in the Azerineftyag (Baku) refinery, with a capacity of
230,000 bpd, and the Azerneftyanajag (New Baku) refinery, with a
capacity of 212,000 bpd.

The total domestic production of oil in 2001 was 311,200 bpd
of which an estimated 175,200 bpd (56%) was exported, which
left the two refineries operating well below capacity, with overall
utilization rates as low as 40%. Both refineries are in need of mod-
ernization, which the government estimates will cost $600 million
to $700 million. The US Trade and Development Agency financed
a $600,000 feasibility study, awarded to ABB Lumas in January
2002, on upgrading the refineries and the specialized oil port of
Dubendi.

Failure to replace worn and outdated technology as well as fall-
ing demand in the rest of the former USSR resulted in a steady de-
cline in the production of oil products since the early 1980s. Total
output averaged 185,000 bpd in 1995, as compared to 285,000 bpd
in 1987, and has declined further since. Output of refined prod-
ucts in 2001 included heating oil (approximately 50%), diesel fuel
(28%), gasoline (10%), motor oil (7%), kerosene (3%), and other
products (3%). Petroleum production is situated in 40 deposits on
land and 12 offshore deposits in the Caspian Sea.

The offshore Gunashli petroleum mining operation supplies
half of the country’s petroleum. As of June 2002, Azerbaijan had
entered into 23 production-sharing agreements (PSAs) involv-
ing about 30 companies from about 15 countries involving 13 off-
shore fields, and 10 onshore fields. Only six—the offshore Azeri,
Chirag, and deepwater Gunashli (ACG) field being developed by
the AIOC consortium for connection to the Baku-Tbilisi-Ceyan
(BTC) pipeline, and five relatively small onshore fields—were ac-
tually producing measurable daily output in 2002.

In line with the historic importance of the oil sector for the Az-
eri economy, the fabrication of equipment related to petroleum
production had been one of the country’s major industries. As a
source of 70% of the former Soviet Unions oilfield equipment, it
also held great importance for other oil-producing post-Soviet
republics in the early years of the transition from Communism.
Azerbaijan’s petroleum equipment manufacturing industry com-
prised the second-largest concentration of such industries in the
world (behind that of the United States). Like most other of the
country’s economic sectors, however, the industry was plagued by
plant obsolescence. Industrial production and export statistics for
2001 indicate no manufacturing or export of oilfield equipment.
On the contrary, the US Commercial Service has issued bulletins
pointing to upwards of $10 billion in procurement opportunities
in Azerbaijan for foreign suppliers of oil field equipment in the
period 2002-05. In August 2002, CCC, a Greece-based construc-
tion and project management firm, won the contract for laying the
pipeline for the Azeri portion of the BTC pipeline.

Other important industrial sectors in the Azeri economy in-
clude electrical power production (12.1% of total industrial pro-
duction in 2001), chemicals (3.4%), food processing (3.2%), cars

and other transport equipment (2.9%), and tobacco goods (1.6%),
as well as various kinds of light manufacturing. As with fuel and
oilfield equipment production, however, output in almost all of
these sectors declined or stagnated in the 1990s due to the conflict
with Armenia.

In aggregate terms, the real value of total industrial production
in Azerbaijan dropped 21% in 1995, following already steep de-
clines of 31% in 1992, 8% in 1991, and 17% in 1990. In 1998 to-
tal industrial production index registered its first year-on-year in-
crease in the decade, moving from 28% of the 1990 level to 29%.
By 2001 the index stood at 34% of the 1990 level, and it is estimat-
ed that pre-transition levels industrial output will not be achieved
until 2007. Manufacturing, the main component in the industrial
production index, is lagging the most. In 2001 it stood at only 24%
of the 1990 level, whereas other components, namely, the extrac-
tion industry and utilities (electric, gas, and water), had reached
83% and 69%, respectively, of 1990 levels of output. A structur-
al change is evidenced in the relative weights of production and
refining actives in industrial production between 1997 and 2001.
Refining declined from 34% to 14.9% of the total, while extraction
increased from 31.2% to 58.6% in 2001. In 2001 total industrial
production rose 5.1% over 2000.

In 2004, the industrial production growth rate was 4%, and in-
dustry accounted for more than 45% of the GDP, while employing
only 7% of the working population; agriculture contributed 14.1%
to the GDP, and employed 41% of the labor force; services came in
second in terms of contribution to the economy (40.2%), but first
in terms of employed labor force (52%).

299CIENCE AND TECHNOLOGY

The Azerbaijan Academy of Sciences in Baku has departments of
physical engineering and mathematical sciences, chemistry, earth
sciences, and biology; as of 1997, 19 science and technology-relat-
ed research institutes were attached to it. The country has numer-
ous other institutes conducting research in agriculture, medicine,
and technology.

The Azerbaijan Technical University in Baku, founded in 1920,
has faculties in automation and computing technology, electrical
engineering, machine-building, automechanics, metallurgy, ra-
dio-engineering, robotics, and transport. Baku State University,
founded in 1919, has faculties of mathematics, physics, chemistry,
biology, geology, and geography. Azerbaijan also has five higher
institutes offering courses in agriculture, medicine, petroleum en-
gineering, engineering, and technology. In 1987-97, science and
engineering students accounted for 37% of college and university
enrollments. The Azerbaijan Scientific and Technical Library is lo-
cated in Baku.

As 0f 2002, there were 1,248 researchers and 197 technicians ac-
tively engaged in research and development (R&D). R&D spend-
ing in that year totaled $81.045 million, of which 54% was by the
government, 24.5% by higher education, and 21.1% by business.
In 2002, high technology exports totaled $10 million or 8% of
manufactured exports.

39DOMESTIC TRADE

Despite the government’s claims that it is moving towards a free
market economy, government ownership is still common among
large industries. Since independence, there has been an informal
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privatization of the trading sector as many small shops have sprung
up throughout Azerbaijan. Private traders now handle most retail
sales. Private business people see trade as relatively low risk in an
environment where private ownership rights do not exist. Busi-
ness and retail hours can vary according to the owner’s preference;
however, most businesses are open from 9 AM to 6 Pm, Monday
through Friday. Many businesses and offices also have Saturday
hours. Private transactions are primarily in cash. Credit cards are
not generally accepted, except in major hotels and restaurants. An
18% value added tax applies to all goods and services.

3TFOREIGN TRADE

Like other post-Soviet economies, Azerbaijan is highly trade-de-
pendent; however, it is endowed with a more diversified export

Principal Trading Partners — Azerbaijan (2003)

(In millions of US dollars)

Country Exports Imports Balance
World 2,591.7 2,626.4 -34.7
Italy-San Marino-Holy See 1,345.9 74.0 1,271.9
France-Monaco 209.7 156.0 53.7
Russia 147.8 383.9 -236.1
Israel 138.1 138.1
Georgia 1115 10.2 101.3
Turkey 107.0 195.1 -88.1
Greece 7.4 7.4
United States 63.9 132.6 -68.7
Croatia 61.1 61.1
Iran 49.1 50.6 -1.5

(...) data not available or not significant.

SOURCE: 2003 International Trade Statistics Yearbook, New York: United
Nations, 2004.

Balance of Payments — Azerbaijan (2003)

(In millions of US dollars)

Current Account -2,020.9
Balance on goods -98.5
Imports -2,723.1
Exports 2,624.6
Balance on services -1,614.5
Balance on income -442.1
Current transfers 134.2
Capital Account -231
Financial Account 2,279.7
Direct investment abroad -933.3
Direct investment in Azerbaijan 3,285.0
Portfolio investment assets
Portfolio investment liabilities
Financial derivatives
Other investment assets -169.2
Other investment liabilities 97.2
Net Errors and Omissions -11.8
Reserves and Related Items -123.8

(...) data not available or not significant.

SOURCE: Balance of Payment Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

structure than many other former USSR countries, especially in
neighboring Central Asia. While the centrally planned state or-
dering system is steadily losing its place as the basis for trade in
the former Soviet Union, the Azeri Ministry of Foreign Economic
Relations still controls the export of all products considered to be
of strategic importance to the national economy.

Key to Azerbaijan’s trade future will be the development and
operations of a major oil pipeline out of the Caspian Sea. Current-
ly, the construction of a major export pipeline to the Mediterra-
nean is under way and scheduled for completion in 2005. Exports
include oil and gas (84%), chemicals, oilfield equipment, textiles,
and cotton. Imports include machinery and parts (32%), consum-
er goods, food, and textiles.

In 2004, exports totaled $3.2 billion (FOB—Free on Board) and
mainly went to Italy (26.6%), the Czech Republic (11.9%), Ger-
many (8.1%), Indonesia (6.4%), Romania (6.2%), and Georgia
(6%). Imports were slightly higher at $3.6 billion, and they chiefly
came from Russia (16.1%), the United Kingdom (12.5%), Turkey
(10.5%), Germany (7.8%), and the Ukraine (5.6%).

32BALANCE OF PAYMENTS

The war with Armenia in and around Nagorno-Karabakh had fa-
cilitated Azerbaijans trade deterioration, which was further ex-
acerbated by the collapse of the local currency. Reviving ruble-
related trade links with Russia was a key reason for Azerbaijan’s
entry into the Commonwealth of Independent States in Septem-
ber 1992. In 1995 inflation fell and the currency was stable until it
was devalued in 1999, causing inflation of 10% to 15%. The cur-
rent account deficit was over one-third of GDP in 1998.

The US Central Intelligence Agency (CIA) reported that in 2002
the purchasing power parity of Azerbaijan’s exports was $2 billion
while imports totaled $1.8 billion resulting in a trade surplus of
$200 million.

The International Monetary Fund (IMF) reported that in 2001
Azerbaijan had exports of goods totaling $2.08 billion and im-
ports totaling $1.47 billion. The services credit totaled $290 mil-
lion and debit $665 million.

Exports of goods and services totaled $3.7 billion in 2004, slight-
ly higher than the imports ($3.6 billion). Estimates of the Econ-
omist Intelligence Unit see the exports almost tripling by 2007,
with the imports stabilizing around $4.7 billion. Obviously, the in-
creased oil production will be the main engine of this growth. The
current account balance was -$2.6 billion, but is expected to go
into the positive by 2006. Reserves of foreign exchange and gold
reached $875 million in 2004, covering almost three months of
imports.

33BANKING AND SECURITIES
The National Bank of Azerbaijan is the central bank of Azerbai-
jan. The central bank is charged with regulating the money supply,
circulating currency, and regulating the commercial banks of the
country. However, the banking system in Azerbaijan is minimal
and ineffective. An estimated $1 billion is held in cash or outside
the banking sector, a considerable amount in comparison with the
scope of the country’s entire economy.

There are approximately 70 foreign and local banks in Azerbai-
jan. Of the four state-owned banks, only the International Bank of
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Public Finance — Azerbaijan (1999f)

(In billions of manat, central government figures)

Revenue and Grants 3,380.2 100.0%
Tax revenue 2,403.5 1%
Social contributions 733 21.7%
Grants 63.2 1.9%
Other revenue 180.5 5.3%

Expenditures 4,260.9 100.0%
General public services 1,377.3 32.3%
Defense 4721 11.1%
Public order and safety 482.9 11.3%
Economic affairs 362.4 8.5%
Environmental protection
Housing and community amenities 15 <1.0%
Health 34.7 0.8%
Recreational, culture, and religion 54.7 1.3%
Education 136.6 3.2%
Social protection 1,412.1 33.1%

(...) data not available or not significant. f=forecasted or projected data.

SOURCE: Government Finance Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

Azerbaijan (IBA) was solvent in 1999. The IBA was in the process
of being privatized in that year. Major commercial banks include
the Promtekhbank, Azakbank, Azerdemiryolbank, Bacobank,
Gunay International Bank, Halgbank, ILKBANK, and the Univer-
sal Bank. Most businesses use the IBA, or the British Bank of the
Middle East, Baku.

The central bank increased the minimum bank capital to $1.5
million in 1999, and expected to increase the figure to $3 million
in 2001 (the latest year for which data was available), effectively
consolidating the sector. The International Monetary Fund reports
that in 2001, currency and demand deposits—an aggregate com-
monly known as M1—were equal to $363.6 million. In that same
year, M2—an aggregate equal to M1 plus savings deposits, small
time deposits, and money market mutual funds—was $738.5 mil-
lion. The discount rate, the interest rate at which the central bank
lends to financial institutions in the short term, was 10%.

The Baku Stock Exchange, known as the BSE, opened in 2001
trading short-term treasury bonds and the common stock of re-
cently privatized state-owned enterprises. Trading volume in the
first six months was just under $1 million. A regulatory frame-
work for the new exchange is under development and is expected
to conform to international transparency standards.

34INSURANCE

As of 1995, at least 14 insurance companies were doing business
in Azerbaijan.

35pUBLIC FINANCE

Since 1996, the Azerbaijani government has emphasized privati-
zation as a means towards consolidation of the public debt and re-
vitalization of the economy. Over 70% of all parastatals are set to
be privatized; more than 20,600 companies were privatized during
1997 and 1998. Foreign investment was encouraged, especially in
the oil sector, however the diversification needed for long-term

growth is lacking. The budget deficit in 2001 was a mere 0.5% of
GDP.

The US Central Intelligence Agency (CIA) estimated that in
2005 Azerbaijans central government took in revenues of ap-
proximately $31.8 billion and had expenditures of $29.8 billion.
Revenues minus expenditures totaled approximately $28.8 billion.
Public debt in 2005 amounted to 13.9% of GDP. Total external
debt was $2.253 billion.

The International Monetary Fund (IMF) reported that in 1999,
the most recent year for which it had data, central government
revenues in billions of manat were 3,380.2 and expenditures were
4,260.9. The value of revenues in millions of US dollars was $1
and expenditures $1, based on a official exchange rate for 1999 of
4,120.17 as reported by the IME Government outlays by function
were as follows: general public services, 32.3%; defense, 11.1%;
public order and safety, 11.3%; economic affairs, 8.5%; health,
0.8%; recreation, culture, and religion, 1.3%; education, 3.2%; and
social protection, 33.1%.

36TAXATION

On 1 January 2001, a new tax code went into effect. Personal in-
come rates remained the same, at rates ranging from 12-35%, as
did the corporate tax rate, at 27%. However, as of 2005, the corpo-
rate rate was set at 24%. The revised depreciation schedule for cor-
porate assets favors investments in high-tech equipment and oil
and gas exploration. Depreciation rates are 10% a year for build-
ings, 25% a year for equipment and computers, 25% for geological
and exploratory costs, and 20% a year for all other assets. How-
ever, accelerated depreciation is allowed for capital spending al-
located for production purposes at twice the standard rates. In-
cluded in this are expenditures on the building of those facilities
that are to be used in the actual manufacture of goods. The value-
added tax (VAT) was reduced from 20% to 18%, while the prop-
erty tax was raised from .5% to 1% of assessed value. A .05% Road
Fund Tax on turnover was abolished, but there is a highway tax
imposed on foreign-registered vehicles collected by customs au-
thorities. There are payroll taxes paid by the employer amounting
to 32%, 30% going to the Social Protection Fund, and 2% going to
the Employment Fund. There are excise taxes, but excise paid for
goods used in production can be offset against excise charged for
the finished product. In 2001, total government revenue came to
an estimated 21.4% of GDP, while total expenditures, including
net lending, amounted to only 20% of GDP, producing a positive
fiscal balance equal to 1.4% of GDP.

37CUSTOMS AND DUTIES

Tariffs are set at 15%, 5%, 3%, or 0.5%. Most goods carry the 15%
import customs duty. Capital goods and some primary goods are
exempt. There is also a 20% value-added tax on certain imports.
A dividend withholding tax of 15% is applicable to monies sent
abroad.

In 1992, Azerbaijan signed trade agreements with all the repub-
lics of the former USSR except Armenia and Russia. Azerbaijan
joined the Commonwealth of Independent States (CIS) in Sep-
tember 1993 and acceded to the CIS economic union treaty the
same year. Azerbaijan is a member of the Economic Cooperation
Organization. In 1999, Azerbaijan entered into a Partnership and
Cooperation Agreement with the European Union and was seek-
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ing membership in the World Trade Organization, but as of 2003
has not yet received it.

38EOREIGN INVESTMENT

Foreign investment plays a major role in financing the develop-
ment of much of Azerbaijan’s industrial sector, especially the oil
and gas-related industries. The 1992 Law on Foreign Investment
provided many basic guarantees to foreign investors, including
nondiscriminatory treatment, the repatriation of profits, guar-
antees against expropriation, and dispute settlement. The Priva-
tization Law passed in 1995 allowed foreign investors to acquire
shares in state companies and purchase real estate jointly. Starting
in 1997, foreign tax privileges were revoked. As of 1999, foreign
investors were required to obtain a license and pay a fee in order
to open business in Azerbaijan.

Only about 100 joint venture projects were registered by mid-
1992; these were dominated by Turkish firms and involved pri-
marily in trade and textiles. In the oil sector, preliminary agree-
ments were signed with US, Scottish, British, and other foreign
companies for the exploration and development of several major
oil fields in the Caspian Sea. In 1992, Azerbaijan joined a consor-
tium with Oman, Kazakhstan, and Russia aimed at constructing
a pipeline through Armenia, Iran and Turkey, or Georgia. Little
action was taken on these agreements, due to heightened politi-
cal tensions. The Azerbajjan International Operating Company
(AIOC), led by BP Amoco, signed an $8 billion contract in 1994
to exploit oil reserves at Azeri, Chirag, and Guneshli (ACG). For-
eign direct investment leapt from only $30 million in 1994 to over
$1 billion in 2002 (about 17% of GDP), with approximately 90%
of FDI concentrated in the hydrocarbons sector.

Although the US government had banned public aid to Azer-
baijan in 1992, US investors played a large role in exploiting Azer-
baijjani oil reserves, increasingly so since January 2002 when the
Bush administration waived the ban on public assistance (due to
Azerbaijan’s trade embargo against Armenia and Nagorno-Kara-
bakh) because of Azerbaijan’s support in the War on Terror. In
the energy sector, by June 2002, the government had concluded
Production Sharing Agreements (PSAs) with over 30 companies
representing 15 countries.

Over 90 US energy-related companies are currently resident in
Baku pursing investment opportunities. Significant foreign inves-
tors in the energy sector included British Petroleum (BP)—the
designated operator for both the ACG oil field and the Shah Deniz
natural gas field—Unocal, ExxonMobil, Devon Energy (Pennzo-
il), Chevron, Conoco, Moncrief Oil, TPAO (Turkish Oil Compa-
ny), Statoil (Norway), Lukoil (Russia), Itochu (Japan), Agip (Italy),
and TotalfinaELF (France).

The US State Department projects that as work on the BTC
pipeline proceeds and development of Azerbaijan’s oil and gas re-
sources intensifies, foreign investment should increase from levels
of 15-25% of GDP to 50% of GDP. The US State Department also
noted that data from Azerbaijan is not reliable, and only rough es-
timates can be made. On this basis, it reported that foreign invest-
ments in 2000 amounted to about $927 million, of which $546.1
million (58.9%) was in the energy sector.

Investments came in at a faster pace in subsequent years, reach-
ing $1.4 billion in 2002, $3.3 billion in 2003, and $3.0 billion in
2004. Most of the capital inflows went to the energy sector, but

there were also some investments in the transport and communi-
cations sectors.

39ECONOMIC DEVELOPMENT

Rapid development of the Azeri economy in the former USSR
was based on the expansion of both its industrial sector, led by
oil-related industries, and its agricultural sector, led by grape, to-
bacco, and cotton production. With grape and wine production
weakened by the effects of Gorbachev’s anti-alcoholism campaign
in the 1980s, and much of the country’s industrial sector afflict-
ed by technological obsolescence, overall economic growth in
the republic had already begun to decline by 1989, when NMP
dropped 6%. Real gross domestic product (GDP) contracted by
almost 60% from 1990 to 1995. However, in the late 1990s, foreign
investment in the country’s oil and natural gas sectors opened a
period of steady growth. Key strategies of the Azeri government
to bring about economic revitalization have included both an eco-
nomic restructuring program as well as efforts to expand its eco-
nomic ties to countries beyond the former Soviet Union. To the
latter end, Azerbaijan joined the Economic Cooperation Orga-
nization set up by Iran, Pakistan, and Turkey to promote trade
among Muslim countries. It was also the first of the former Soviet
republics to become a member of the Islamic Development Bank,
which provides potential access to financing for programs related
to agriculture, construction, training, and food aid. In 2002, eco-
nomic prospects brightened considerably with progress made on
its two major pipeline projects designed to connect the Caspian
Sea to the Turkish Mediterranean to provide oil and gas for the
European and North American markets, the Baku-Tbilisi-Cey-
han Export Oil Pipeline (BTC) and the Baku-Tbilisi-Erzrum Gas
Pipeline. The BTC particularly received an important impetus
when the Azeri government came out as a strong ally of the Unit-
ed States in its War on Terror.

The restructuring program in Azerbaijan has been similar to
those of other countries in the former USSR. Its main points in-
clude stabilization measures (price liberalization, introduction of
national currency, and establishment of an exchange rate stabili-
zation fund); introduction of new legislation regarding privatiza-
tion, foreign investment, and employment; fiscal and monetary
reform (including introduction of a VAT and controls on govern-
ment expenditures); civil service reform; and development of the
banking sector. Four committees on antitrust, support for enter-
prises, state property, and land reform have been established to
oversee the implementation of reform legislation. Privatization of
the state enterprise sector is moving at a slow pace. Particular at-
tention is being directed at modernizing those strategic sectors of
the economy with the greatest potential for export growth, par-
ticularly the oil industry and, to a lesser extent, textile production;
the role of foreign investment is seen as pivotal in these areas.

Since 1994, the Azerbaijan parliament has ratified 22 other
PSCs, 19 of which were still operative in the early 2000s. Virtu-
ally every major oil company in the world is a player in Azer-
baijan, including over 90 American companies resident in Baku
in 2002. The US State Department estimates that for the period
2002-05 opportunities for sales of upwards of $10 billion will be
available in association with the expansion of AIOC’s offshore oil
and gas production. Macroeconomic stability has also been a clear
achievement with the government’s tight fiscal and monetary pol-
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icies producing low consumer price inflation rates in 2000 and
2001 of 1.8% and 1.5%, respectively, according to IMF staff re-
ports, after two years of actual declines in the price level in 1998
and 1999, of -0.8% and -8.5%, respectively.

Economic reforms in Azerbaijan have come increasingly un-
der the conservative supervision of the IMF and the World Bank,
which have also taken aim at the problem of pervasive corrup-
tion in the administration of taxes and custom duties. In 2002,
Azerbaijan was under a three-year Poverty Reduction and Growth
Facility (PRGF) program with the IMF, the objectives of which
include establishing financial discipline in the energy sector, and
increasing efficiency and transparency in the operations of the
Ministry of Taxation and the State Customs Committee, and de-
veloping a comprehensive anticorruption program.

In March 2002, Azerbaijan reached agreement with the World
Bank for a second Structural Adjustment Credit (SAC-II) pro-
gram, funded at $60 million. If implemented, the IMF and World
Bank programs would greatly improve the investment climate in
Azerbaijan. Azerbaijan’s two privatization programs since its tran-
sition to a free market economy have faltered on the lack security
and market transparency. The first, from 1996 to 1998, focused
on small and medium-sized enterprises was hindered by lack of
resources to properly prepare assets for privatization and insuf-
ficient information about these enterprises. A presidential decree
of August 2000 opened up case-by-case sales of some of the coun-
try’s largest enterprises, and in March 2001 additional decrees
were issued identifying about 450 enterprises to be privatized dur-
ing the second privatization program. Progress continues to be
slow, however. Attempts to privatize large state enterprises, such
as the Azerboru pipe facility, failed for lack of qualified bidders,
although by January 2002 the government had succeeded in plac-
ing the Baku electrical distribution network under the long-term
private management of a Turkish firm, Barmek Holdings. There
has been no substantial progress in privatizing the important tele-
communications sector. The private sector’s contribution to the
economy does continue to grow due to both the first privatiza-
tion program and to land reform. Official statistics placed the pri-
vate sector’s contribution to GDP at over 70% for 2002, although
independent economic observers estimate this share at closer to
50-60%, according to the US State Department.

The pursuit of development plans remains hampered by ongo-
ing political conflicts in the country. Border disputes limit vital
trade with Turkey, not to mention the overall economic benefits of
a lasting peace between the Azerbaijan and Armenia. Azerbaijan’s
potential for economic development based on both its natural and
human resources remains high, but the challenges posed by both
external and internal politics which have eaten at the supporting
infrastructure, tangible and intangible, remain quite formidable.

4050CIAL DEVELOPMENT

Old age, disability, and survivor benefits have been provided since
1956. Pensions are provided for men at age 62 with 25 years of em-
ployment, and at age 57 for women with 20 years of employment.
Social insurance, instituted in 1997, covers all employed residents.
Workers’ compensation provides both short-term disability ben-
efits and pensions. Unemployment benefits were introduced in
1991. To obtain benefits there must be at least 26 weeks of cov-
ered employment in the 12 months prior to unemployment. These

benefits are suspended if the applicant refuses two acceptable job
offers. Benefits amount to 70% of average gross monthly earnings
but are not to exceed the national average monthly wage.

Women nominally enjoy the same legal status as men and are
underrepresented in government and higher levels of the work
force. Although women receive opportunities for education, work,
and political activity, social traditions tend to keep them in sub-
ordinate positions. Violence against women is a serious problem
especially in rural areas. As of 2004 there are no laws on spousal
abuse or rape, and there are no government-sponsored programs
for victims of sexual abuse. The government is committed to pro-
tecting the rights of children, however economic hardship limits
the ability to safeguard children.

Ethnic tensions and anti-Armenian sentiment are still strong.
Many Armenians have either been expelled or emigrated. It was
estimated that approximately 20,000 Armenians, almost all of
mixed marriages or mixed parentage, continue to reside in Azer-
baijan in 2004. Other minorities, such as the Kurds and the Turks,
also report problems of discrimination. The constitution provides
for freedom of assembly, religion, and speech, but these rights are
often restricted by the government. Azerbaijan’s human rights re-
cord remains poor. Excessive force is used by police, and the ju-
dicial system continues to be inefficient and corrupt. Torture re-
mains a problem, and harsh prison conditions continue.

4THEALTH

As part of the former Soviet Union, Azerbaijan has had to de-
velop and maintain its own health care system and standards. As
of 2004, there were an estimated 354 doctors and 728 nurses per
100,000 people practicing in the country. Additionally, there were
an estimated 26 dentists and 122 midwives per 100,000 residents.
The total expenditure on health was estimated at 1.8% of GDP.

Azerbaijan’s infant mortality rate for 2005 was 81.74 per 1,000
live births, which represents an enormous increase in the previous
five years. Life expectancy in 2005 was 63.35 years. As of 1999, the
country immunized an estimated 99% of one-year-old children
against diphtheria, pertussis, and tetanus and 99% against polio.

The overall death rate in 2002 was estimated at 10 per 1,000
inhabitants. Thousands of lives were lost between 1989 and 1992
when the country was at war with Armenia. Diphtheria, tuber-
culosis, hepatitis A, and diarrheal and acute respiratory infec-
tions have been serious public health problems. There have also
been outbreaks of anthrax, botulism, cholera, tetanus, and malar-
ia. Measles and tuberculosis still remain in this country despite a
high incidence of vaccination for one-year-old children. The inci-
dence of tuberculosis was 62 per 100,000 people. The HIV/AIDS
prevalence was 0.10 per 100 adults in 2003. As of 2004, there were
approximately 1,400 people living with HIV/AIDS in the country.
There were an estimated 100 deaths from AIDS in 2003.

42HOUSING

As 0f 1996, over 1.3 million people were living in houses that were
considered to be structurally dilapidated and dangerous. About
67% of current dwellings were built within the period 1981-96.
In the period 1991-95, construction of new housing fell by nearly
50% due to poor economic conditions and the government esti-
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mated that a total of about 107,000 homes had been lost due to the
conflict over Nagorno-Karabakh.

The government keeps statistics on the square meters of living
space available. In 2003, the total dwelling stock was estimated
at about 1,000,400 square meters of available living space. About
94% of the population has access to piped water (cold), but only
19.2% have access to hot piped water. About 92% have access to
appropriate sewage systems and 76% have central heating systems.
About 21% of the population are living in apartment buildings
and about 14% live in private houses. Most private homes are lo-
cated in rural areas.

“3EDUCATION

Education is compulsory for students between the ages of 6 and
15.1n 2001, about 23% of children ages three to five attended some
type of preschool program. Primary school covers a program of
four years, followed by a five-year basic program and a two-year
secondary program. Secondary students might choose to attend
a three-year technical program instead. The usual language of in-
struction is Azerbaijani, although Russian, Armenian, Georgian,
and English are also offered by some schools. The academic year
runs from September through May. The Ministry of Education
and the Council of University Presidents are the primary national
administrative bodies. As of 2003, public expenditure on educa-
tion was estimated at 3.2% of GDP.

Primary school enrollment in 2003 was estimated at about 80%
of age-eligible students; 81% for boys and 79% for girls. The same
year, secondary school enrollment was about 76%; 77% for boys
and 75% for girls. The student-to-teacher ratio for primary school
was at about 15:1 in 2003. The ratio for secondary school was
about 9:1.

Azerbaijan’s most important institutes of higher learning are
the Azerbaijan Polytechnic Institute, located in Baku, with seven
departments and an enrollment of 12,000 students; and the State
University, also located at Baku and founded in 1919. It has an
enrollment of over 15,000 students in 11 departments. Other in-
stitutions include the Medical University, Technological Univer-
sity, the Economic Institute, and the Oil and Chemistry Academy.
Russian is more commonly used as the language of instruction at
higher-level institutions, but this is slowly changing with a grow-
ing demand for the use of Azerbaijani. In 2003, about 16% of the
tertiary age population were enrolled in some type of higher edu-
cation program; 19% men and 14% women. The adult literacy rate
is at about 97%.

Baku is sometimes referred to as an “oil academy” because of
its ongoing research in the areas of turbine drilling, cementation
of oil wells, and the development of synthetic rubber from natu-
ral gas.

44 IBRARIES AND MUSEUMS

The Mirza Fatali Akhundov National Library of Azerbaijan is in
Baku and contains about 4.4 million volumes. Other public librar-
ies in Baku include City Central Library, the Kocharli Azerbaijan
State Children’s Library, and Jafar Jabbarly Republican Youth Li-
brary. The country has about 4,000 public libraries that are admin-
istered by the Ministry of Culture. Academic libraries include a
library of Russian language and literature at the Azerbaijan Peda-
gogical University and a scientific library at Baku State University.

The Azerbaijan Library Development Association was founded in
1999.

There are 115 recognized museums in the country, 27 of which
are art museums, and there are 20 theaters. The country also has
6,571 monuments and historic sights. The Ichari Shahar, or Old
Town, in Baku has the Shirvanshah Palace, an architectural mon-
ument from the 15th and 16th centuries which has been restored
and is now a museum. Other museums are the Museum of History
of Azerbaijan (1920), which exhibits archeological, ethnographic,
and other relics; the Rustam Mustfayev Azerbaijan State Arts Mu-
seum, displaying works of Azerbaijani, Russian and West Euro-
pean artists from the 15th-19th centuries along with the works
of modern Azerbaijani artists; the State Museum of Azerbaijani
Carpets and Folk and Applied Art; and the Nizami State Museum
of Azerbaijani Literature, depicting the stages of literary develop-
ment. The Gobustan Museum features prehistoric dwellings and
cave paintings over 10,000 years old. Baku, the capital, remains an
important cultural and intellectual center in Transcaucasia.

4SMEDIA

Azerbaijan is connected to other former Soviet republics by land-
line or microwave and to other countries through Moscow. Phone
service is said to be of poor quality and inadequate. Most tele-
phones are in Baku and other industrial centers. There are about
700 villages still without public telephone service. In 2003, there
were an estimated 114 mainline telephones for every 1,000 people;
about 55,400 people were on a waiting list for telephone service
installation. The same year, there were approximately 128 mobile
phones in use for every 1,000 people.

In 2004, there were over 40 independent newspapers and maga-
zines. There were 10 state newspapers and 80 newspapers funded
by city or district-level officials. Most newspapers and magazines
are printed in government publishing houses or on private print-
ing presses owned by individuals close to the government.

Major newspapers include Azarbaycan, a government daily, and
Ekho. Zerkalo is a published in Russian and English and the Baku
Sun is a popular English paper. Weeklies include Ekspress and 525
Qazet. Ganjlari (Youth of Azerbaijan) had a circulation of 161,000
in 2002. Over 100 other periodicals are published, more than half
in Azerbaijani.

A majority of radio and television broadcasting sources are con-
trolled by the government, but some private stations have begun
to flourish. In 2004 there were 15 television stations and 9 radio
stations in operation. The public broadcasting station ITV was
launched in 2005. Domestic and Russian television programs are
received locally, while Iranian television is received from an In-
telsat satellite through a receive-only earth station. In 2003, there
were an estimated 22 radios and 334 television sets for every 1,000
people. In 2003, 37 of every 1,000 people had access to the Inter-
net. There were three secure servers in the country in 2004.

The constitution of Azerbaijan specifically outlaws press cen-
sorship; however, it is said that the government does not always
respect freedom of the press in practice.

46 ORGANIZATIONS

The Azerbaijan Republic Chamber of Commerce and Industry is
based in Baku. Azad Istehlakchilar Birliyi is an independent con-
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sumers’ union. Important political associations in the Republic
of Azerbaijan include the Helsinki Group, a human rights group,
the National Democratic Movement, and Musavat (Equality).
The Committee of Democracy and Human Rights in Azerbaijan,
founded in 1993, is made up of both individuals and organizations
focusing on promoting respect for human rights. The group publi-
cizes human rights abuses and offers legal assistance to victims.

The Azerbaijan Medical Association promotes the rights of both
physicians and patients and serves as a networking organization
for a number of associations in specialized fields of medicine.

A number of groups promote and protect civil rights and hu-
manitarian and development needs for women and children.
These include: the Association for the Defense of Rights of Azer-
baijan Women, the Azerbaijan Women’s Association, Azerbaijan
Women and Development Center, Azerbaijan Women’s Intel-
ligence Organization, Azerbaijani League for the Defense of the
Rights of Children, and the Mothers Outcry Society.

There are over 20 youth organizations united and coordinated
in part by the National Assembly of Youth Organizations of Azer-
baijan (NAYORA), which was established in 1995. The Azerbai-
jan Union of the Democratic Youth (AUDY), established in 1994,
is an independent group seeking to unite youth of all languages,
religions, and nationalities into a single cause of patriotism for an
independent and democratic Azerbaijan society. A scouting orga-
nization is also present. There are several athletic associations rep-
resenting particular sports, including skating, weightlifting, hand-
ball, and track and field. There is a National Olympic Committee,
a Paralympic Committee, and a chapter of the Special Olympics.

There are national chapters of the Red Crescent Society, UNI-
CEE World Vision, and Caritas.

47TOURISM, TRAVEL, AND RECREATION

The capital city of Baku is one of the prime tourist destinations of
the Caucasus region. Its Old Town, with the Shirvanshah Palace
dating back to the 15-16th centuries, is especially popular with
sightseers. Other attractions include the Museum of History and
the State Arts Museum, as well as museums of folk art and lit-
erature. Elsewhere in Azerbaijan, the Gobustan Museum displays
prehistoric dwellings and cave paintings, and the village of Sura-
khani attracts visitors to the Atashgah Fire-Worshipper’s Temple.
Visitors are also welcome at the carpet-weaving factory in the vil-
lage of Nardaran, the Wine-making State Farm in the Shamakhi
area, the Fruit and Vegetable State Farm around the town of Guba,
and the Mashtagha Subtropical Fruit State Farm.

There were 1,013,811 tourist arrivals in Azerbaijan in 2003,
with about 73% of visitors coming from Europe. Tourism receipts
that year reached about $70 million. Hotel rooms numbered 5,034
with 10,068 beds.

In 2004, the US Department of State estimated the cost of stay-
ing in Baku at $328 per day.

48EAMOUS AZERBAIJANIS

Heydar Aliyev (1923?-2003) was president from 1993 until 2003,
when he was succeeded by his son Ilham Aliyev (b.1961). The poet
Nizami Ganjavi (1141-1204) is celebrated for his Khamsa, a collec-
tion of five epic poems. Muhammed Fizuli (1438-1556) based his
poems on traditional folktales, and his poetic versions provide the
basis for many 20th century plays and operas. Satirical poet Sabir
(1862-1911) was openly critical of the clergy at a time when their
influence controlled much of society. Abul Hasan Bakhmanyar, an
11th century scientist, wrote respected books on mathematics and
philosophy. Hasan Shirvani wrote a book on astronomy.

The composer Uzeyir Hajibeyov (1885-1948) wrote the first
Azerbaijani opera, and also founded the Azerbaijani Symphonic
Orchestra and composed Azerbaijan’s National Anthem. Other
famous composers from Azerbaijan include Gara Garayev (1918-
82), Haji Khannmammadov (b.1918), Fikrat Amirov (1922-84),
and Vasif Adigozal (b.1936). Vagif Mustafa Zadeh (1940-79) is
considered the founder of the Azerbaijani music movement of
the 1960s that mixed jazz with the traditional style known as mu-
gam. His daughter, Aziza Mustafa Zadeh (b.1969), is a noted jazz
pianist.

Prominent modern Azerbaijani scientists include Lotfi Za-
deh (b.1921), pioneer of the “fuzzy logic” concept, and Ali Javan
(b.Iran, 1928), inventor of the gas laser.

4°DEPENDENCIES

Azerbaijan has no territories or colonies.
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ANTHEM: Music without words.

CAPITAL: Manama (Al-Manamah)

BAHRAIN

State of Bahrain
Dawlat al-Bahrayn

FLAG: Red with a white vertical stripe on the hoist, the edge between them being saw-toothed.

MONETARY UNIT: The Bahrain dinar (BD) is divided into 1,000 fils. There are coins of 5, 10, 25, 50, and 100
fils and notes of 500 fils and 1, 5, 10, and 20 dinars. Bp1 = $2.63158 (or $1 = BD0.38) as of 2005.

WEIGHTS AND MEASURES: The metric system is used; local measures also are used.

HOLIDAYS: New Year’s Day, 1 January; National Day, 16 December. Movable Muslim religious holidays in-
clude Hijra (Muslim New Year), ‘Ashura, Prophet’s Birthday, ‘Id al-Fitr, and ‘Id al-’Adha.

TIME: 3 pMm = noon GMT.

! LOCATION, SIZE, AND EXTENT

Situated in the western Persian Gulf, 29 km (18 mi) Nw of Qatar,
the State of Bahrain consists of a group of 33 islands (6 inhabited)
with a total area of 620 sq km (239 sq mi), extending 48 km (30
mi) N-s and 19 km (12 mi) e-w. Comparatively, Bahrain occupies
slightly less than 3.5 times the area of Washington, DC. Bahrain,
the main island, is linked by causeways and bridges to Muharraq
and Sitra islands and to Saudi Arabia; other islands include the
Hawar group, Nabih Salih, Umm an Nasan, and Jiddah. The total
coastline is 161 km (100 mi). Bahrain’s capital city, Manama, is lo-
cated on the northeastern coast.

2TOPOGRAPHY

A narrow strip of land along the north coast of Bahrain is irrigated
by natural springs and artesian wells. South of the cultivable area,
the land is barren. The landscape consists of low rolling hills with
numerous rocky cliffs and wadis. From the shoreline the surface
rises gradually toward the center, where it drops into a basin sur-
rounded by steep cliffs. Toward the center of the basin is Jabal ad-
Dukhan, a rocky, steep-sided hill that rises to 122 m (400 ft). Most
of the lesser islands are flat and sandy, while Nabih Salih is covered
with date groves.

3CLIMATE

Summers in Bahrain are hot and humid, and winters are relatively
cool. Daily average temperatures in July range from a minimum of
29°c (84°F) to a maximum of 37°c (99°F); the January minimum
is 14°c (57°F), the maximum 20°c (68°F). Rainfall averages less
than 10 cm (4 in) annually and occurs mostly from December to
March. Prevailing southeast winds occasionally raise dust storms.

4FLORA AND FAUNA

Outside the cultivated areas, numerous wild desert flowers appear,
most noticeably after rain. Desert shrubs, grasses, and wild date
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palms are also found. Mammalian life is limited to the jerboa (des-
ert rat), gazelle, mongoose, and hare; some 14 species of lizard and
4 types of land snake are also found. Bird life is especially varied.
Larks, song thrushes, swallows, and terns are frequent visitors,
and residents include the bulbul, hoopoe, parakeet, and warbler.

SENVIRONMENT

Bahrain’s principal environmental problems are scarcity of fresh
water, desertification, and pollution from oil production. Popula-
tion growth and industrial development have reduced the amount
of agricultural land and lowered the water table, leaving aquifers
vulnerable to saline contamination. In recent years, the govern-
ment has attempted to limit extraction of groundwater (in part by
expansion of seawater desalinization facilities) and to protect veg-
etation from further erosion.

Bahrain has developed its oil resources at the expense of its ag-
ricultural lands. As a result, lands that might otherwise be produc-
tive are gradually claimed by the expansion of the desert. Pollution
from oil production was accelerated by the Persian Gulf War and
the resulting damage to oil-producing facilities in the Gulf area,
which threatened the purity of both coastal and ground water,
damaging coastlines, coral reefs, and marine vegetation through
oil spills and other discharges.

According to a 2006 report issued by the International Union
for Conservation of Nature and Natural Resources (IUCN),
threatened species included 1 type of mammal, 7 species of birds,
4 types of reptiles, and 6 species of fish. A wildlife sanctuary es-
tablished in 1980 was home to threatened and at-risk Gulf species,
including the Arabian oryx, gazelle, zebra, giraffe, Defassa water-
buck, addax, and lesser kudu. Bahrain has also established cap-
tive breeding centers for falcons and for the rare Houbara bustard.
The goitered gazelle, the greater spotted eagle, and the green sea
turtle are considered endangered species. There are two Ramsar
international wetland sites in the country: the Hawar Islands and
Tubli Bay.
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®POPULATION

The population of Bahrain in 2005 was estimated by the United
Nations (UN) at 731,000, which placed it at number 158 in popu-
lation among the 193 nations of the world. In 2005, approximately
3% of the population was over 65 years of age, with another 28%
of the population under 15 years of age. There were 132 males for
every 100 females in the country. According to the UN, the annual
population rate of change for 2005-10 was expected to be 1.8%, a
rate the government viewed as satisfactory. The projected popula-
tion for the year 2025 was 965,000. The population density was
1,059 per sq km (2,744 per sq mi).

The UN estimated that 87% of the population lived in urban ar-
eas in 2005, and that urban areas were growing at an annual rate of
2.01%. The capital city, Manama (Al-Manamah), had a population
of 139,000 in that year. Manama is connected by causeway with
the other major city, Al Muharraq, population 91,939.

The vast majority of the population lives on the main island of
Bahrain. Approximately 40% of the population is made up of im-
migrants who come for work in the country. Although the percent-
age of the population infected with HIV/AIDS is small (0.2%), the
number of women ages 15-49 with HIV/AIDS doubled between
2001 and 2003.

’MIGRATION

The proportion of aliens increased from 20% of the total popula-
tion in 1975 to an estimated 40% in 2000, and the expatriate labor
force comprised nearly 69% of the labor force that year. Most are
temporary workers from Iran, Pakistan, India, the Republic of Ko-
rea, and other Arab countries. Many skilled workers are Europe-
ans. In 2005, the net migration rate was estimated as 1.04 migrants
per 1,000 population. The government views these migration lev-
els as satisfactory requiring no intervention.

A population of stateless inhabitants in Bahrain is the Bidun, a
name derived from the Arabic expression meaning “without na-
tionality” The Bidun have no proof of citizenship for their home
country. In 2001, Bahrain granted the majority of 9,000-15,000
Bidun citizenship status, giving them the right to own land, start
a business, or get government loans. Most Bahraini Bidun are of
Iranian origin, and are mostly Shiite, with some Christians.

8ETHNIC GROUPS

According to a 2005 report, about 63% of the population consisted
of indigenous Bahrainis, the vast majority of whom were of north-
ern Arab (Adnani) stock, infused with black racial traits. Asians
accounted for 19% of the population; other Arab groups (princi-
pally Omanis) 10%; Iranians 8%; and other ethnic groups 6%.

LANGUAGES

Arabic is the universal language; the Gulf dialect is spoken. Eng-
lish is widely understood. Farsi and Urdu are spoken by small
groups of people.

TORELIGIONS

In 2005, an estimated 98% of the country’s citizens were Muslim,
with about two-thirds practicing the Shia branch and the others
Sunni. Foreigners make up 38% of the total population; roughly
half are non-Muslim, including Christians, Jews, Hindus, Bud-

dhists, Sikhs, and Baha’is. All are free to practice their own re-
ligions, keep their own places of worship, and display the sym-
bols for their religions. Islam, however, is the official religion.
Religious groups are required to obtain a license from the gov-
ernment through the Ministry of Islamic Affairs, but small un-
licensed groups have operated without government interference.
Sunni Muslims, though a minority, seem to enjoy a favored status,
as Shias face discrimination and disadvantage in social and eco-
nomic realms.

T"TRANSPORTATION

The outline of the present road network was traced in the ear-
ly 1930s, soon after the discovery of oil. The four main islands
and all the towns and villages are linked by excellent roads. There
were 3,498 km (2,176 mi) of roadways in 2003, of which 2,768 km
(1,722 mi) were paved. A four-lane, 2.8-km (1.7-mi) causeway and
bridge connect Manama with Al Muharraq, and another bridge
joins Sitra to the main island. A four-lane highway atop a 24-km
(15-mi) causeway, linking Bahrain with the Saudi Arabian main-
land via Umm an Nasan, was completed in December 1986 and
financed by Saudi Arabia. In 2003, there were 290,600 passenger
vehicles and 124,500 commercial vehicles.

Bahrain’s port of Mina Sulman can accommodate 16 oceango-
ing vessels drawing up to 11 m (36 ft). In 2005, Bahrain had a mer-
chant fleet of eight ships of 1,000 GRT or over, totaling 219,083
GRT. Also in 2004, there were four airports. As of 2005, a total
of three had paved runways, and there was a single heliport. The
international airport near Al Muharraq can handle large jet air-
craft and serves more than two dozen international airlines. In
1997, the airport was in the midst of a major expansion. Gulf Air,
headquartered in Bahrain and owned equally by the governments
of Bahrain, Oman, Qatar, and the United Arab Emirates (UAE),
flies to other Gulf countries, India, and Europe. In 2001, 1,250,100
passengers were carried on scheduled domestic and international
flights.

T2HISTORY

The history of Bahrain has been traced back 5,000 years to Sume-
rian times. Known as Dilmun, Bahrain was a thriving trade center
around 2000 Bc; the islands were visited by the ships of Alexan-
der the Great in the third century Bc. Bahrain accepted Islam in
the 7th century Ap, after which it was ruled alternately by its own
princes and by the caliphs’ governors. The Portuguese occupied
Bahrain from 1522 to 1602. The present ruling family, the Khalifa,
who are related to the Sabah family of Kuwait and the Saudi royal
family, captured Bahrain in 1782. Following an initial contact in
1805, the ruler of Bahrain signed the first treaty with Britain in
1820. A binding treaty of protection, similar to those with other
Persian Gulf principalities, was concluded in 1861 and revised in
1892 and 1951. After World War II, Britain maintained at Bahrain
its headquarters for treaty affairs in the lower Gulf. Claims to Bah-
rain pressed by Iran were abandoned in 1971 after a UN mission
ascertained that the Bahrainis wished to remain independent of
that nation.

Between 1968 and 1971, Bahrain participated in discussions
aimed at forming a federation of the nine sheikhdoms of the
southern Gulf. On 14 August 1971, Sheikh ‘Isa bin Salman al-
Khalifa declared that, in view of the failure of the larger federation
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to materialize, Bahrain would declare its independence. Its treaties
with the United Kingdom were replaced by a treaty of friendship
and cooperation, and on 15 August, the country became the sov-
ereign State of Bahrain. Bahrain promulgated its first constitution
in 1973, which occasioned the convening of an elective Nation-
al Assembly; the legislature was dissolved in August 1975 amid
charges of communist influence. The emir continued to set state
policy, and his brother, Crown Prince Hamad bin Tsa al-Khali-
fa, directed government administration. In 1993, Bahrain estab-
lished an appointive Consultative Assembly (Majlis al-Shura). On
14 February 2001, a referendum was held that endorsed a return
to constitutional rule. Under the constitution amended 14 Febru-
ary 2002, the country is no longer an emirate, but a constitutional
monarchy. The emir was replaced by a king. A two-house National
Assembly was established, along with an independent judiciary.

Owing to its small size, Bahrain generally takes its lead in for-
eign affairs from its Arab neighbors on the Gulf. A founding
member of the Gulf Cooperation Council, it shares with the other
five members a long-standing concern with pressures from Iran
and Iraq. During the Iran-Iraq War, Bahrain joined most other
Arab states in supporting Iraq. Subsequently, it has carefully tried
to foster better relations with Iran through trade. When Iraq in-
vaded Kuwait, Bahrain stood with the allies, contributing military
support and facilities to the defeat of Iraq.

Bahrain has long assisted the American naval presence in the
Persian Gulf. In 1977, a formal agreement for home-porting US
naval ships was replaced by arrangements to continue ship visits
and other security cooperation. Since the Gulf War, this coopera-
tion has expanded with arms sales, plans for joint exercises, and
US pre-positioning of military material for future contingencies.
In 1991, the United States signed an agreement giving the Depart-
ment of Defense access to facilities on the island. The country is
home to the US Navy’s Fifth Fleet.

Since 1994, Bahrain, like several traditional emirates of the
Gulf, experienced sometimes severe civil disturbances from a Shi-
ite-led resistance opposed to the ruling family and supportive of
establishing an Islamic democracy. In 1996, a band of 44 Bahraini
Islamists were arrested for allegedly planning a coup to overthrow
the ruling family. The emirate broke relations with Iran, which the
former accused of fomenting its civil disturbances which between
1994 and 1996 had resulted in 25 deaths. In 1997, the United States
disclosed that it had uncovered a plot to attack its military forces
stationed in the country.

On 6 March 1999, Sheikh ‘Isa bin Salman al-Khalifa, who had
ruled his country since its independence in 1971, died of a heart
attack. He was succeeded on the throne by his son, Sheikh Hamad
bin TIsa al-Khalifa. Over the following year, there were signs that
while the new ruler would continue his father’s pro-Western for-
eign-policy orientation, domestically he would take a more liberal
approach to government. In April, Sheikh Hamad released high-
profile Shiite dissident, Sheik Abdul Amir al-Jamri, from jail to-
gether with hundreds of other political prisoners. Another broad
pardon of dissidents took place in November. By February 2001,
the emir had pardoned and released all political prisoners, detain-
ees, and exiles.

On 16 March 2001, the International Court of Justice (ICJ]) re-
solved a territorial dispute between Bahrain and Qatar over the
potential oil- and gas-rich Hawar Islands. The islands were con-
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trolled by Bahrain since the 1930s but were claimed by Qatar. Bah-
rain also claimed the town of Zubarah, which is on the mainland
of Qatar. The dispute has lasted for decades and almost brought
the two nations to the brink of war in 1986. In its judgment, the
ICJ drew a single maritime boundary in the Gulf of Bahrain, de-
lineating Bahrain and Qatar’s territorial waters and sovereignty
over the disputed islands within. The ICJ awarded Bahrain the
largest disputed islands, the Hawar Islands, and Qit’at Jaradah Is-
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land. Qatar was given sovereignty over Janan Island and the low-
tide elevation of Fasht ad Dibal. The Court reaffirmed Qatari sov-
ereignty over the Zubarah Strip.

In August 2002, Hamad (now king) made the first state visit to
Iran since the Islamic revolution in 1979. The two countries voiced
their support for solidarity with the Iraqi people. Iraq was at that
time under the threat of a military attack led by the United States
for its possession of weapons of mass destruction. Bahrain and
Iran urged Iraq to implement all UN resolutions then pending, so
that Iraqs territorial integrity and sovereignty could be honored.
President Mohammed Khatami of Iran and King Hamad also not-
ed the importance of preserving security and stability in the re-
gion, and thus pledged to strengthen ties with one another. Several
trade, taxation, and naval agreements were signed at the conclu-
sion of the state visit. As well, both countries agreed to “open a
new page” in their bilateral relations, previously strained due to
Iran’s support for Bahraini opposition movements, and Iran’s criti-
cism of the American military presence in Bahrain.

In January and March 2003, demonstrations took place in Bah-
rain in opposition to a potential US-led war with Iraq. By 13 Janu-
ary, there were approximately 150,000 US troops in the Gulf re-
gion, many of which were stationed in Bahrain, in addition to
Kuwait, Qatar, Saudi Arabia, and Oman. US naval operations were
headquartered in Bahrain with 4,000 US troops stationed aboard
Fifth Fleet ships. As anti-American sentiment in the Gulf in-
creased, the government arrested five men plotting attacks against
Americans in February 2003; and by July 2004 Americans were
warned to leave. In May 2003 the king was petitioned by thou-
sands of victims of alleged torture to cancel the law which pre-
vented them from suing suspected torturers. Bahrain signed a free
trade pact with the United States in September 2004. Under the
terms of the agreement 100% of bilateral trade in consumer and
industrial products became duty-free. In addition, Bahrain and
the United States provided immediate duty-free access on virtu-
ally all products in their tariff schedules and planned to phase out
tariffs on the remaining handful of products within 10 years. Be-
tween March and June 2005, thousands attended protest marches
led by Shiite opposition demanding a fully elected parliament. In
Iraq, gunmen ambushed a senior Bahraini diplomat in July 2005.
In this same month Bahrainis staged a demonstration about un-
employment, estimated by economists to be at 20%.

13GOVERNMENT

Under its constitution, amended 14 Februrary 2002, Bahrain is no
longer an emirate but a constitutional hereditary monarchy. As a
result of the change, the State of Bahrain became the Kingdom of
Bahrain, and Sheikh Hamad bin ‘Tsa al-Khalifa became King Ha-
mad, by his own decree. A referendum held on 14 February 2001
endorsed a return to constitutional rule by 98.4%.

The new legislature is called the National Assembly (Al-Maj-
lis al-Watani). It consists of two houses, an appointed Consulta-
tive Council (Majlis al-Shura) and an elected Chamber of Depu-
ties (Majlis al-Nawab). The Chamber of Deputies consists of 40
members, elected for a four-year term. The Chamber of Deputies
elects a president and two vice presidents. The Consultative Coun-
cil consists of 40 members appointed by the king for a four-year
period. The king also appoints the Council speaker and the Shura
Council elects two vice presidents. Both chambers must concur to

pass legislation, which is then sent to the king for ratification. The
king has the power to dissolve the Chamber of Deputies, but new
elections are to be held within four months from the date of the
dissolution; if they are not, the dissolved Chamber reassumes its
constitutional powers and is reconvened. In April 2004 a woman
was made health minister, the first woman to be appointed head
of a government ministry.

The constitution specifies that Shariah (Islamic law) is a princi-
pal source of legislation but also pledges freedom of conscience. It
guarantees equality of women with men “in political, social, cul-
tural and economic spheres, without breaching the provisions of
Shariah” The constitution states that every citizen is entitled to
health care. It protects private property, but states that “all natural
wealth and resources are state property.” Discrimination is banned
on the basis of sex, national origin, language, religion, or creed.

In the first parliamentary elections since 1973, 190 candidates
ran for 40 seats in the Chamber of Deputies on 24 October 2002.
In nearly half the races, runoff elections were held between the
top two vote getters due to close election results. Under the new
constitution, women have the right to vote and run for public of-
fice. Of the eight women seeking election in the October parlia-
mentary elections, two forced runoff elections by being among the
top two vote getters. As in municipal elections held in May 2002,
women constituted over half of those voting. Leaders of Bahrain’s
Shia population and labor-oriented groups called for a boycott of
the elections, claiming dissatisfaction with the structure of parlia-
ment. Voter turnout was 53.2%. Moderate Sunni Islamists and in-
dependents won 16 of 40 seats on 24 October. In a second round
held on 31 October, the independents won 12 seats and the Is-
lamists 9. In total, secular representatives or independents secured
a total of 21 of the 40 seats, and Islamists 19.

14POLITICAL PARTIES

Political parties are illegal in Bahrain. Groups known as political
societies, or blocs, remnants of the former Communist left and
the Islamist right, hold some seats in parliament: National Islamic
Society, Islamic Action Party, National Democratic Action, Dem-
ocratic Bloc, Al Meethaq, National Action Charter Society, Pro-
gressive Democratic Front, Nationalist Democratic Rally Society.
Several underground groups, including branches of Hizbollah and
other pro-Iranian militant Islamic groups, have been active. Anti-
regime dissidents have frequently been jailed or exiled. However,
Sheikh Hamad bin ‘Tsa al-Khalifa in 1999 issued an amnesty for
most political prisoners, ended the house arrest of Shiite opposi-
tion leader Sheikh Abdul Amir al-Jamri, and granted permission
for the return of 108 people in exile. By February 2001, the emir
had pardoned and released all political prisoners, detainees, and
exiles. In addition, the reinstatement of dissidents fired from pub-
lic sector jobs, the lifting of travel bans on political activists, and
the abrogation of state security laws have all created a more open
atmosphere for political expression.

Beginning with municipal elections in May 2002, candidates
from a wide variety of political groups formed a more pluralistic
political culture in Bahrain. These groups were not officially desig-
nated as political parties, but they had the attributes of democratic
parties in the West: they fielded candidates in elections, organized
activities, and campaigned freely. There are seven main politi-
cal groups: the Arab-Islamic Wasat (Center) Society (AIWS); the
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Democratic Progressive Forum (DPF); the Islamic National Ac-
cord (INA); the National Action Charter Society (NACS); the Na-
tional Democratic Action Society (NDAS); the National Demo-
cratic Gathering Society (NDGS); and the National Islamic Forum
(NIE).

In addition, numerous other nongovernmental organizations
were set up after the constitution was endorsed in February 2001,
among them the Bahrain Human Rights Society, the Supreme
Council for Bahraini Women, and the Organization Against Nor-
malization with Israel. These organizations campaign on single-is-
sue platforms, hold public discussions and meetings, consult with
the government, and are members of Bahraini delegations to in-
ternational forums.

The partially elected bicameral parliament that was approved in
a referendum in 2001 held its first session in December 2002 after
elections were held that October. In the 40-member directly-elect-
ed House of Deputies, independents took 21 seats, Sunni Islamists
won 9 seats, and other groupings held 10 seats.

15LOCAL GOVERNMENT

Under the new constitution, there are five municipal councils in
Bahrain, each with 10 elected members and an appointed chair-
man. The first local elections since 1957 were held on 9 May 2002.
In the five new municipal councils, 30 of the 50 seats contested
were decided in the first round of voting, with the remaining 20
seats—where no candidate received an absolute majority—being
decided in a second round of voting on 16 May. Candidates with
links to Islamist groups won the majority of seats. There were 31
women among 306 candidates in the first round of voting, but
none won. After the elections, some political figures suggested
that a quota system should be set up to assure that some women
would obtain seats in the municipal councils. Out of the 50 mu-
nicipal seats, 38 were won by candidates affiliated with Islamist
parties. Voter turnout in the first round of voting was 51.3%.

The democratic municipalities are responsible for the provision
of local goods and services, including transportation, waste dis-
posal, street cleaning and beautification, and enforcing health and
safety standards.

16JUDICIAL SYSTEM

The law of Bahrain represents a mixture of Islamic religious law
(Shariah), tribal law, and other civil codes and regulations. The
new constitution promises an independent judiciary. A Higher Ju-
dicial Council supervises the courts. Courts have been granted the
power of judicial review.

The new reforms establish a constitutional court, consisting of a
president and six members, appointed by the king for a specified
period. Members are not liable to dismissal. The government, or
either house of the National Assembly, may challenge the consti-
tutionality of any measure before the court. The king may refer
to the court draft laws prior to their adoption, to determine their
consitutionality.

Military courts are confined to military offenses only, and can-
not be extended to others without the declaration of martial laws.

Shariah governs the personal legal rights of women, although
the new constitution provides for women’s political rights. Spe-
cific rights vary according to Shia or Sunni interpretations of Is-
lamic law, as determined by the individual’s faith, or by the courts

in which various contracts, including marriage, have been made.
While both Shia and Sunni women have the right to initiate a di-
vorce, religious courts may refuse the request. Women of either
branch of Islam may own and inherit property and may represent
themselves in all public and legal matters. A Muslim woman le-
gally may marry a non-Muslim man if the man converts to Islam.
In such marriages, the children automatically are considered to
be Muslim.

"7 ARMED FORCES

In 2005 Bahrain’s armed forces had 11,200 active members. The
Army consisted of 8,500 personnel, equipped with 180 main bat-
tle tanks, 46 reconnaissance vehicles, 25 armored infantry fight-
ing vehicles, more than 235 armored personnel carriers, and 69
artillery pieces. The Navy had 1,200 active personnel. Major naval
units included one frigate, two corvettes, and eight patrol/coast-
al vessels. The Air Force had 1,500 active members and 33 com-
bat capable aircraft including 12 fighters, 21 fighter ground attack
aircraft, and 24 attack helicopters. Paramilitary troops consisted
of an estimated 10,160 personnel, including the police, national
guard, and coast guard. The defense budget in 2005 totaled $526
million.

T8INTERNATIONAL COOPERATION

Bahrain joined the UN on 21 September 1971 and is a member
of ESCWA, all major regional organizations, and several nonre-
gional specialized agencies. It also belongs to the Arab League, the
Arab Monetary Fund, the Islamic Development Bank, OAPEC,
the Organization of Islamic Conference (OIC), the Gulf Coopera-
tion Council, and G-77. The country joined the WTO 1 January
1995. Bahrain was a founding member of the Gulf Cooperation
Council, inaugurated in 1981. The country is also a part of the
Nonaligned Movement and the Organization for the Prohibition
of Chemical Weapons. In environmental cooperation, the country
is part of the Basel Convention, the Convention on Biological Di-
versity, Ramsar, the Montréal Protocol, and the UN Conventions
on the Law of the Sea, Climate Change, and Desertification.

TECONOMY

For centuries, Bahrain depended almost exclusively on trade (or
piracy), pearl diving, and agriculture. The discovery of oil on 1
June 1932 changed that. Although its economy has been based on
oil for the last six decades, Bahrain’s development has been tem-
pered by relatively limited reserves. Proven reserves are 125 mil-
lion barrels, all from one diminishing oil field, the Awali field. At
current production levels, the field has a life of less than 10 years.
Oil revenue accounted for 24.4% of GDP in 2003. Oil and petro-
leum products also made up 74.4% of export earnings in 2003.
Significant progress has been made in enhancing Bahrain as an
entrepot (trade center) and as a service and commercial center for
the Gulf region. Bahrain provides ample warehousing for goods
in transit and dry dock facilities for marine engine and ship re-
pairs. Bahrain also acts as a major banking, telecommunications,
and air transportation center. Bahrain also began diversifying its
economy to rely on services to a higher degree after the Lebanese
civil war in the late 1970s and early 1980s essentially ended that
country’s status as a safe, regulation-free banking environment.
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Services accounted for 56.9% of all economic activity in the coun-
try in 2005.

Although the Bahrain economy slowed considerably in the
mid-1990s, foreign investment in the earlier part of that decade
helped enable GDP to growth at an annualized rate of 4% between
1988 and 1998. Low world oil prices created a negative growth
situation in 1998, but real growth has been steady since then. The
International Monetary Fund (IMF) reported that real GDP grew
4.3% in 1999, 5.3% in 2000, 4.5% in 2001, 5.1% in 2002, and 5.7%
in 2003. The US Central Intelligence Agency (CIA) estimates 2005
GDP at $14.08 billion, and growth of 5.9%.

20INCOME
The US Central Intelligence Agency (CIA) reports that in 2005
Bahrain’s gross domestic product (GDP) was estimated at $14.1
billion. The CIA defines GDP as the value of all final goods and
services produced within a nation in a given year and computed
on the basis of purchasing power parity (PPP) rather than value
as measured on the basis of the rate of exchange based on current
dollars. The per capita GDP was estimated at $20,500. The annual
growth rate of GDP was estimated at 5.9%. The average inflation
rate in 2005 was 2.7%. It was estimated that agriculture accounted
for 0.6% of GDP, industry 42.5%, and services 56.9%.
Approximately 32% of household consumption was spent on
food, 8% on fuel, 1% on health care, and 6% on education.

2T ABOR

The Bahraini labor force in 2005 was estimated at 380,000. In 1997
(the latest year for which data was available), employment by sec-
tor was estimated as follows: industry, commerce, and services ac-
counted for 79%; government 20%; and agriculture 1%. In 1998,
(the latest year for which data was available), unemployment was
estimated at 15%. Nonnationals in 2005 made up an estimated
44% of the country’s population between the ages of 15 and 64.

Although the constitution permits workers to organize, the gov-
ernment bans trade unions. With this absence of legitimate trade
unions, no collective bargaining entities or collective agreements
exist. Workers may express grievances through joint labor-man-
agement committees (JLCs). JLCs are generally created at each
major company and have an equal number of labor and manage-
ment representatives. As of 2000, there were a total of 20 JLCs.
There are no internationally affiliated trade unions, and foreign
workers are underrepresented in the General Committed of Bah-
rain workers which coordinates the JLCs.

The government set minimum wage scales for public sector em-
ployees and this generally provides a decent standard of living for
workers and their families. The minimum wage for public-sector
wages were specified on a contract basis. All foreign workers must
be sponsored by Bahrainis or Bahrain-based companies, which
can revoke the residence permit of anyone under their sponsor-
ship. Migrant workers from developing countries are often unwill-
ing to report health and safety abuses for fear of forced repatria-
tion. Nor do labor laws apply to foreign workers, who often work
far in excess of official maximum hour laws. The minimum age for
working is 14 years and until age 16, special work conditions and
hour limits apply to workers. There is general compliance with
this in the industrial sector, but there is rampant abuse outside it,
especially in family-owned businesses.

22 AGRICULTURE

Only 2.9% of the land is arable. Agriculture accounts for only
about 1% of the GDP. Ninety farms and small holdings produce
fruit and vegetables, as well as alfalfa for fodder. The date palm in-
dustry has declined sharply in recent years due to heavy demands
on the limited water supply, and dates have become a luxury item.
In 2004, 7,667 tons of vegetables and 19,000 tons of fruit crops
were produced. The government’s goal is for output to meet 16%
of demand, compared with the current 6%.

23 ANIMAL HUSBANDRY

Most domestic meat consumption is supplied through imports
of live cattle, goats, and sheep. About 9,000 head of cattle, 39,000
sheep, and 25,000 goats were kept for milk and meat production
in 2004. A thriving poultry industry provided 13,500 tons of meat
and 5,000 tons of eggs in 2004. A national dairy pasteurization
plant has been established in order to centralize all milk process-
ing and distribution. In 2004, milk production totaled 11,000
tons. An abattoir that opened in 1984 slaughters imported sheep
and cattle.

24EISHING

Although the more than 300 species of fish found in Bahraini wa-
ters constitute an important food source for much of the popu-
lation, local fishing and pearl diving have declined because of
industrial pollution. The catch totaled 13,641 tons in 2003. The
government operates a fleet of seven trawlers. By encouraging tra-
ditional angling, giving incentives to fishermen, improving fish-
ing and freezing equipment, and establishing cooperatives, the
government is attempting to increase the annual catch. There is
a modern fishing harbor at Al Muharraq, which provides dock-
ing and landing facilities, storage areas, an ice plant, and a water

supply.

25EORESTRY

There are no forests in Bahrain. Bahrain’s imports of forest prod-
ucts amounted to $60.5 million in 2003. That year, Bahrain re-
exported about $1.9 million of forest products, including about
1,000 tons of industrial roundwood.

26 MINING

Bahrain’s oil-based economy produced few minerals other than
crude oil and natural gas. In 2004, crude oil and refined petro-
leum products accounted for around $5.5 billion of the nation’s
$7.5 billion in exports. Cement production in 2004 was reported
at 153,483 metric tons, up from 88,806 metric tons in 2000. Sulfur
production totaled 71,258 metric tons in 2004.

2’ENERGY AND POWER

The Arabian Peninsula’s first oil well was drilled in Bahrain in
1932, and production began in 1934. From the 1930s to the mid-
1970s, oil development was a monopoly of the Bahrain Petroleum
Co. (BAPCO), which in 1936 came under the ownership of Cal-
tex, a corporation registered in Canada and jointly owned by Tex-
aco and Standard Oil of California. In 1975, the Bahrain govern-
ment acquired a 60% holding in BAPCO, and it later formed the
Bahrain National Oil Co. (BANOCO) to take over full ownership.
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In 1980, BANOCO announced its acquisition of a 60% interest in
Bahrain’s main refinery, which had been wholly owned by Caltex.

Total daily crude petroleum production, after reaching a peak
in 1970, has declined gradually. Crude oil production was esti-
mated at 35,000 barrels per day in 2003, with proven oil reserves
in Bahrain estimated at 125 million barrels as of 1 January 2004.
From 1972 until 1996, Bahrain shared revenues from the Abu Safa
oil field, which lies halfway within Saudi Arabian territorial wa-
ters, with Saudi Arabia. In 1996, the Saudi government ceded the
remainder of its share of the field to Bahrain, increasing the gov-
ernment’s revenue by about $200 million.

Bahrain gained the right to offer concessions in offshore oil
fields in the Gulf of Bahrain after a territorial dispute with Qatar
was settled by the International Court of Justice in March 2001
and Bahrain won control of the Hawar Islands. In November 2001
drilling rights were awarded to Petronas and Chevron Texaco, and
oil exploration began in late 2002. As of early 2003 a $900 mil-
lion modernization was planned for Bahrain’s only refinery, Sitra,
which had a capacity of 248,900 barrels per day. Plans to build
a second refinery, approved in 1999, had been delayed due to fi-
nancing problems.

Bahrain’s natural gas resources were estimated at 90 billion cu
m (3.2 trillion cu ft) as of end 2004. Production of gas was 9.8 bil-
lion cu m in 2004, most of which was associated with drilling in
the Awali oil field.

The Directorate of Electricity operates plants at Manama, Sitra,
and Rifaa. In 2002, electricity generation was 6.841 billion kWh,
of which 100% came from fossil fuels. In the same year, consump-
tion of electricity totaled 6.362 billion kWh. Total capacity at the
beginning of 2002 was estimated at 1.4 gigawatts (GW). Power is
principally derived from a municipal power station at Jufair, from
the Sitra power and water station, from two gas turbines at Al Mu-
harraq, and from the power station at East Rifaa, which was com-
pleted in 1985 and is the largest and most modern. BANOCO pro-
duces its own electricity from a 60 MW plant. Phase One of the
Hidd power project, completed in 1999, created an additional 280
MW of gas-fired generating capacity. Completion of Phase Two
would add another 630 MW.

28| NDUSTRY

Bahrain was the first Gulf state to discover oil and built the re-
gion’s first refinery in 1935. Known as the Bahrain Oil Compa-
ny, it has been 60% owned by the Bahrain National Oil Company
and 40% owned by the US company Caltex since 1980. The Bah-
rain National Oil Company also maintains holdings in the Bah-
rain Petroleum Company, which was formed in 2002 through a
merger with a government-owned petroleum enterprise. Most of
the crude oil processed in Bahrain’s refinery comes from Saudi
Arabia. Because Bahrain’s own oil reserves are relatively limited,
an agreement with Saudi Arabia allows the country to receive rev-
enues from Saudi Arabia’s Abu Saafa offshore oilfield. Bahrains oil
production had stabilized at about 40,000 barrels per day in early
2006, and its reserves were expected to last 10 to 15 years.

Bahrain also has a gas liquefaction plant, operated by the Bah-
rain National Gas Company. Gas reserves are expected to last
about 50 years.

Other petroleum enterprises include the Gulf Petrochemical
Industries Company, a joint venture of the petrochemical indus-
tries of Kuwait, the Saudi Basic Industries Corporation, and the

Government of Bahrain, which produces ammonia and metha-
nol for export. Bahrain also has awarded exploration rights to two
multinational companies—Petronas from Malaysia and Chevron
Texaco from the United States.

A government-controlled aluminum industry, Aluminum Bah-
rain BSC (ALBA), was launched in 1971 with an original smelt-
er capacity of 120,000 tons annually; the successful completion
of a 1997 expansion project increased production to more than
500,000 metric tons in 1998 and to 720,000 metric tons in 2005. It
is the world’s second-largest aluminum smelter, and is 77% owned
by the government. Other aluminum factories include the Alumi-
num Extrusion Company and the Gulf Aluminum Rolling Mill.
Bahrain also has an iron ore palletizing plant, and a shipbuilding
and repair yard.

Opverall industrial production accounts for 42.5% of GDP.

299CIENCE AND TECHNOLOGY

The economy depends heavily on advanced petrochemical tech-
nologies, and many Bahrainis have had or are receiving techni-
cal training. The University of Bahrain, at Isa Town, has a college
of engineering and science. The Arabian Gulf University, founded
in 1980 by the seven Gulf states, has colleges of medicine and ap-
plied sciences. The Bahrain Society of Engineers and the Bahrain
Computer Society, in Manama, and the Bahrain Medical Society
in Adliya, are leading professional groups. The College of Health
Sciences, founded in 1976, had 528 students in 1996. The Bahrain
Centre for Studies and Research, founded in 1981, conducts sci-
entific study and research.

30DOMESTIC TRADE

Bahraini shops have become increasingly modernized and spe-
cialized. American-style supermarkets are open in Manama and
most supplies and services are available in shops throughout the
country. Business hours for most shops are from 8:30 am to 12:30
and from 4 to 8 Py, Saturday through Wednesday, with a half day
on Thursday. Government offices and banks are generally open
Saturday through Thursday. Of all the Gulf states, Bahrain offers
the most scope for consumer advertising through its publications,
cinemas, direct mail facilities, and radio and television stations.

Principal Trading Partners — Bahrain (2003)

(In millions of US dollars)

Country Exports Imports Balance
World 6,609.8 5,401.7 1,208.1
Area nes 4,681.6 2,066.8 2,614.8
Saudi Arabia 454.9 3155 139.4
United States 282.8 189.0 93.8
Other Asia nes 199.3 24.2 175.1
India 1132 132.0 -18.8
United Arab Emirates 106.5 156.9 -50.4
Qatar 76.4 76.4
Japan 63.8 415.0 -351.2
Kuwait 60.1 35.9 24.2
Malaysia 58.1 47.2 10.9

(...) data not available or not significant.

SOURCE: 2003 International Trade Statistics Yearbook, New York: United
Nations, 2004.
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3TFOREIGN TRADE

Petroleum products drive Bahrains economy and export market
(70%). Aluminum, which is manufactured in government-con-
trolled enterprises, ranks as the country’s second-largest export
commodity (14%). Other exports include apparel (4.6%), iron
(3.5%), and chemicals (2.5%).

Bahrain exports its products widely throughout the world. As a
result, no one country commands a significant share of Bahrain’s
exports: its largest trading partners in 2004 were India (4.3%),
Saudi Arabia (3%), the United States (2.9%), and the United Arab
Emirates (2.2%). Imports come from Saudi Arabia (32.4%), Ja-
pan (7.3%), Germany (6.1%), the United States (5.6%), the United
Kingdom (5.4%), and France (4.8%).

32BALANCE OF PAYMENTS

Traditionally, Bahrain relied on a substantial influx of funds from
Saudi Arabia, Kuwait, Abu Dhabi, and Iran to finance capital out-
lays. In recent years, however, increased income from tourism and
financial services, have placed Bahrain in a favorable payments
position.

The US Central Intelligence Agency (CIA) reported that in 2005
the purchasing power parity of Bahrain’s exports was $11.17 bil-
lion while imports totaled $7.83 billion. The country’s current
account balance was $1.569 billion in 2005. Bahrain’s foreign re-
serves totaled $2.433 billion in 2005. Since 1992, Bahrain has re-
ceived $150 million annually from Saudi Arabia, the United Arab
Emirates, and Kuwait.

The International Monetary Fund (IMF) reported that in 2003
Bahrain had exports of $6.6 billion, of which $4.9 billion were pe-
troleum products. Imports in 2003 totaled $5.5 billion.

33BANKING AND SECURITIES
Bahrain is considered the preeminent fiancial services center in
the Middle East. The Bahrain Monetary Agency (BMA), Bahrain’s
equivalent of a central bank, issues and redeems bank notes, regu-
lates the value of the Bahrain dinar, supervises interest rates, and
licenses and monitors the activities of money changers. One fac-
tor contributing to Bahrain’s growth as a Middle Eastern financial
services center is that unlike some of its larger, richer neighbors,
there is no serious religious opposition to western banking prac-
tices-especially the accrual of interest—which some Islamic schol-
ars consider to be contrary to Muslim teachings. There are, how-
ever, several large banks in Bahrain classified as Islamic; they don’t
pay or charge interest, don't finance or otherwise support “un-Is-
lamic” enterprises, and make a conscious effort to invest in social-
ly productive enterprises. Another important factor influencing
the growth of the financial sector is the tax-free environment.
The value of assets and liabilities held by Bahrain’s commercial
banks rose by 43%, and offshore banking units (DBUs) rose by
20% between 1991 and 1995. The consolidated assets and liabili-
ties of commercial and offshore banks in Bahrain reached over
$82 million in 1997. In 2000, Bahrain was home to 20 full com-
mercial banks, 2 specialized banks, 52 offshore banks, 37 repre-
sentative offices, 33 investment banks, 6 foreign exchange and
money brokers, 8 investment and financial advisory services, and
18 money-changing companies. The International Monetary Fund
reports that in 2001, currency and demand deposits—an aggre-

Balance of Payments — Bahrain (2003)

(In millions of US dollars)

Current Account -68.4
Balance on goods 1,610.5
Imports -5,079.3
Exports 6,689.8
Balance on services 197.0
Balance on income -536.0
Current transfers -1,340.0
Capital Account 50.0
Financial Account -252.9
Direct investment abroad -141.4
Direct investment in Bahrain 516.7
Portfolio investment assets -3,064.4
Portfolio investment liabilities 688.4
Financial derivatives
Other investment assets -20,786.6
Other investment liabilities 23,134.3
Net Errors and Omissions 3149
Reserves and Related Items -43.7

(...) data not available or not significant.

SOURCE: Balance of Payment Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

gate commonly known as M1—were equal to $1.5 billion. In that
same year, M2—an aggregate equal to M1 plus savings deposits,
small time deposits, and money market mutual funds—was $6.3
billion. The money market rate, the rate at which financial institu-
tions lend to one another in the short term, was 3.9%.

The Bahrain Stock Exchange (BSE) was planned in 1987 after
the unofficial Kuwait Stock Exchange collapsed. The BSE has be-
come an important Gulf center of share trading; volume or shares
increased from its inception from 62 million in 1989 to almost 400
million in 1993. Beginning in 1995, the BSE listed foreign compa-
nies, bonds, and investment funds. Trading in foreign investment
vehicles was made open to all Bahrainis, and resident and non-
resident foreigners in late 1996. As of 2004, there were 42 compa-
nies listed on the BSE. Market capitalization as of December 2004
stood at $13.513 billion, with the BSE up 30.2% from the previous
year.

34INSURANCE

The total value of direct premiums underwritten in 2003 in Bah-
rain was $159 million, of which nonlife premiums accounted for
the largest portion at $124 million. The country’s top nonlife in-
surer that year had gross nonlife written premiums of $46 million,
with Ziirich the top life insurer, with gross life written premiums
totaling $23.8 million in 2003.

35pUBLIC FINANCE

The budget is presented biennually and regularly updated, and
represents a large section of economic activity. More than half
of government revenues come from oil production and refining;
the oil industry is completely controlled by the government. The
public deficit is covered by internal borrowing, loans from Arab
funds, and the IDB; although privatization has become increas-
ingly important to controlling the budget. The oil and aluminum
industries are still controlled by the government, although utili-
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ties, banks, financial services, and telecommunications have start-
ed to fall into private hands.

The US Central Intelligence Agency (CIA) estimated that in
2005 Bahrain’s central government took in revenues of approxi-
mately $4.6 billion and had expenditures of $3.4 billion. Revenues
minus expenditures totaled approximately $1.2 billion. Public
debt in 2005 amounted to 51.5% of GDP. Total external debt was
$6.831 billion.

The International Monetary Fund (IMF) reported that in 2003,
the most recent year for which it had data, central government
revenues in millions of dinars were 1,144.8 and expenditures were
1,055.5. The value of revenues in millions of US dollars was $4,304
and expenditures $3,969, based on a official exchange rate for 2003
of .26596 as reported by the IMF. Government outlays by function
were as follows: general public services, 33.1%; defense, 16.5%;
public order and safety, 10.6%; economic affairs, 1.9%; housing
and community amenities, 9.9%; health, 7.6%; recreation, culture,
and religion, 0.5%; education, 15.4%; and social protection, 4.4%.

36TAXATION

The only taxes in Bahrain are an income tax on oil production and
a municipal tax of 10% on residential rents. The rate is 7.5% on
furnished rentals, office, and commercial rents. As an offshore tax
haven, Bahrain allows foreign firms to remit accumulated profits
and capital without taxation.

37CUSTOMS AND DUTIES

Import licenses for items sold in Bahrain are issued only to local
companies that are at least 51% Bahraini-owned. Principal pro-
hibited items are arms, ammunition, liquor (except by authorized
importers), and cultured pearls. Customs duties are 20% on corn
and palm oil; 5% on foodstuffs and nonluxuries; 7.5% on consum-
er goods; 20% on cars and boats; 70% on tobacco and cigarettes;
and 125% on authorized imports of liquor. A free transit zone op-
erates at the port of Mina Sulman. Free trade is available with Gulf

Public Finance — Bahrain (2003)

(In millions of dinars, central government figures)

Revenue and Grants 1,144.8 100.0%
Tax revenue 137.7 12.0%
Social contributions 55 4.8%
Grants 18.8 1.6%
Other revenue 9333 81.5%

Expenditures 1,055.5 100.0%
General public services 349.5 33.1%
Defense 174.5 16.5%
Public order and safety 111.4 10.6%
Economic affairs 19.9 1.9%
Environmental protection
Housing and community amenities 105 9.9%
Health 80.6 7.6%
Recreational, culture, and religion 5.6 0.5%
Education 162.8 15.4%
Social protection 46.2 4.4%

(...) data not available or not significant.

SOURCE: Government Finance Statistics Yearbook 2004, Washington, DC:
International Monetary Fund, 2004.

Cooperation Council (GCC) countries if products have at least
40% local value-added content.

38EOREIGN INVESTMENT

Bahrain has well-established communication and transport facili-
ties. The strength of its infrastructure, along with the generous in-
centives it offers to foreign investors, have made the country home
to many multinational companies doing business in the Persian
Gulf. In recent years, the government has sought to control more
of the country’s key businesses. Bahrain, however, continues to
court international investment; the country does not tax corpo-
rate or individual earnings. Only petroleum royalties are subject
to taxation.

The United Nations Conference on Trade and Development re-
ported foreign direct investment (FDI) in Bahrain of $865 million
in 2004. FDI stocks totaled $7.585 billion in 2004, about 70.5% of
GDP.

39ECONOMIC DEVELOPMENT

Since the late 1960s, the government has concentrated on policies
and projects that will provide sufficient diversification in indus-
trial, commercial, and financial activities to sustain growth in in-
come, employment, and exports into the post-oil era. To this end,
Bahrain in September 2004 became the first Gulf state to sign a
Free Trade Agreement with the United States. The pact was rati-
fied by the Bahraini parliament in July 2005 and by the US Con-
gress in December 2005. US President George W. Bush signed the
agreement into law in January 2006, and implementing legislation
to allow full enactment was pending.

Despite diversification efforts, the oil and gas sectors remain
the cornerstone of the economy. The reliance on oil poses one
of Bahrains biggest long-term economic challenges. Unemploy-
ment and a shortage of long-range water resources also are issues.
Much of Bahrain’s labor force, estimated in 2005 at 380,000, con-
sists of non-Bahrainis. In hopes of encouraging more employment
among its citizenry, the country has adopted a policy of matching
job seekers with potential employers. It also is promoting train-
ing programs that would give young adults marketable skills. The
country also is considering a labor law that would stress the value
of vocational training and require that benefits for public and pri-
vate sector employees be equal. It also is considering introduction
of a minimum wage law.

The strongest possibility for growth in Bahrain lies in its finan-
cial sector. Bahrain leads an effort to develop Islamic financial ser-
vices, and has 28 Islamic banks based in the country. More than
100 offshore banks also operate in Bahrain, helping to boost finan-
cial services activity to 24.2% of GDP in 2005. In hopes of keep-
ing the sector both vibrant and efficient, it has consolidated regu-
lation of banks, insurance companies, and capital markets under
one umbrella.

4050CIAL DEVELOPMENT

Impoverished families receive subsistence allowances from the
Ministry of Labor and Social Affairs. Beginning in 2005 all estab-
lishments with one or more employees are covered by the social
insurance system. A social security fund provides old age, disabil-
ity, survivor, and accident insurance. Contributions amount to 5%
of earnings by workers and 7% by employers. Work injury insur-
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ance exempts domestic servants, self-employed and agricultural
workers.

Islamic law, either Shia or Sunni, dictates the legal rights of Bah-
raini women. Women may initiate divorce proceedings, although
religious courts often refuse the request. Men retain legal rights
over children, even in case of divorce. Custody of young children
is granted to women, but fathers automatically regain custody
when the children reach the age of nine (for daughters) and seven
(for sons). Women make up approximately 17% of the labor force.
The majority of working women are young and single, and most
women cease working outside the home after marriage. Bahrain’s
labor law does not recognize the concept of equal pay for equal
work, and women are often paid less than men. Sexual harassment
is a common problem. As of 2004 spousal abuse remained wide-
spread, especially in economically deprived areas. It is estimated
that 30% of married women are victims of spousal abuse though
few women seek assistance.

Bahrain’s government regularly violates citizens” human rights.
There was a continuation of torture, arbitrary arrest, denial of the
right to a fair trial, and restrictions on freedom of speech, press,
assembly, association, and workers’ rights. The treatment of for-
eign workers, especially women employed as domestic help, is es-
pecially abusive.

4THEALTH

In 1960, Bahrain inaugurated a free national health service, avail-
able to both foreign and indigenous segments of the population
through a system of primary care health centers and modern hos-
pital facilities. Bahraini patients who require sophisticated surgery
or treatment are sent abroad at government expense.

Medical services are provided by the government and a small
private sector. Health care centers are accessible to the population
free of charge. In 1990, there were 4 government-operated hospi-
tals (including a psychiatric hospital and a geriatric hospital), 5
maternity hospitals, 19 health centers, 6 environment health cen-
ters, and 16 maternity and child welfare centers. In 2004, there
were an estimated 160 physicians, 413 nurses, 21 dentists, and 22
pharmacists per 100,000 people.

Infant mortality was estimated at 17.27 per 1,000 live births in
2005. In 1994, 93% of the country’s one-year-old children were
vaccinated against measles. In 1990, 100% of the population had
access to health care services and 93% had access to safe drink-
ing water. Life expectancy in 2005 was 74.23 years. Malaria was
reported in 258 people while polio, measles, and neonatal teta-
nus were nonexistent. The HIV/AIDS prevalence was 3.00 per 100
adults in 2003. As of 2004, there were approximately 600 people
living with HIV/AIDS in the country. There were an estimated
200 deaths from AIDS in 2003.

42HOUSING

According to the 2001 government census, there were 105,686
housing units within the country. About 18% were private villas
(single family, independent structure homes). There were 8,076
apartment buildings containing a total of about 36,320 flats.
About 72% of all units were connected to the public water system.
About 14.8% of homes relied on bottled water. About 63,374 units

were occupied by single (nuclear) families. The greatest number of
housing units (32,538) was available in Manama.

43EDUCATION

Education is compulsory for students between the ages of 6 and
15. Primary education lasts for six years followed by an intermedi-
ate program of three years. Students may then choose from three
options for their secondary education: general (science or literary
tracks), technical, or commercial. Each secondary program is a
three-year course of study. The academic year runs from October
to August. The primary languages of instruction are Arabic and
English. The Ministry of Education is the primary administrative
body. As of 1995, public expenditure on education was estimated
at 3.6% of GDP.

Primary school enrollment in 2003 was estimated at about
89.9% of age-eligible students; The same year, secondary school
enrollment was about 87% of age-eligible students. Less than 1%
of children ages three to five attend preschool programs. It is esti-
mated that 99% of all students complete their primary education.
The student-to-teacher ratio for primary school was at about 16:1
in 2003; the ratio for secondary school was about 12:1.

Bahrain’s principal university is the University of Bahrain, es-
tablished in 1986 after a merger between the University College
and Gulf Polytechnic. It is comprised of five colleges and an Eng-
lish language center: colleges of arts, sciences, engineering, edu-
cation, and business administration. The Arabian Gulf Univer-
sity (founded in 1980) has faculties in science, engineering and
medicine, and is in fact a joint venture project among the six Gulf
Cooperation Council members and Iraq. Each nation is allocated
10% of the seats (total 70%) and the remaining 30% are given to
other countries. Also important is the Bahrain Training Institute,
which currently has over 50% female students.

There are also 67 adult education centers in Bahrain, which have
helped to reduce the illiteracy rate of the country. For promot-
ing technical education, a “10,000 Training Plan” was launched
in 1980. Nearly 6,500 students have participated in this program
since its inception and scholarships are given to students to pur-
sue higher studies at Bahrain or abroad. In 1994 all institutions of
higher learning had 655 teachers and enrolled 7,147 students. The
adult literacy rate in 2003 was estimated about 89.1%; 91.9% for
men and 85% for women.

44 IBRARIES AND MUSEUMS

Manama Public Library was the first to open in the country in
1946; it contains the collection of United Nations related publi-
cations. The Bahrain National Bank Public Library in Muharraq
(opened in 1969 as the Muharraq Public Library) includes the
Mohammed Hassan Al-Hassan Collection of over 400 books on
national and international law (with volumes in Arabic and Eng-
lish), a library for the blind, a children’s library, and a special sec-
tion on travel and tourism. The Central Public Library in Isa Town
has 124,000 volumes. In 2005, there were nine public libraries na-
tionwide under supervision of the Directorate of Public Libraries
at the Ministry of Education. The University of Bahrain in Ma-
nama (1978) holds 140,000 volumes, while the Manama Central
Library holds 155,000 volumes. In 2003, the first specialized law
library opened at the University’s Sakhir campus. The Educational
Documentation Library in Manama holds the largest collection of
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educational research materials with about 22,000 books and nearly
200 periodicals; publications are available in Arabic and English.
The Bahrain National Commission for Education, Science and
Culture Library, also in Manama, was established in 1967, serving
primarily as a research library; holdings include materials from
four main international organizations: United Nations Education-
al, Scientific and Cultural Organization (UNESCO), Arab League
Educational, Cultural and Scientific Organization (ALECSO),
Arab Bureau of Education for the Gulf States (ABEGS), and Islam-
ic Educational, Scientific and Cultural Organization (ISESCO).

The Bahrain National Museum in Manama holds art, archaeo-
logical, and historical exhibits, chronicling the rise of the Dilmun
civilization. Muharraq Island hosts a few of traditional homes that
are open to visitors. The Royal Tombs in Aali are popular archeo-
logical sites.

4SMEDIA

Modern telephone, cable, and telex systems are available. In 2003,
there were about 185,800 mainline telephones in use, along with
443,100 mobile phones. Basic service is provided by the National
Telephone Company (BATELCO).

In 1998, there were two AM and three FM stations and four
broadcast television stations, all of which were owned and operat-
ed by the government. In 1997 there were 499 radios and 420 tele-
vision sets in use per 1,000 population. Internet service is provid-
ed through the national phone company, with 195,700 subscribers
counted in 2003. Government control restricts access to some In-
ternet sites considered with content that is considered anti-Islamic
or antigovernment. Many districts of Manama have cyber cafes.
It is estimated that about 22% of the population owns personal
computers.

Bahrain’s first daily newspaper in Arabic, Akhbar al-Khalij (cir-
culation 17,000 in 2002), began publication in 1976, and the first
English daily, the Gulf Daily News (50,000), was established in
1991. Al Ayam, an Arabic daily founded in 1989, had a 2002 cir-
culation of 37,000.

Though the Bahraini constitution has provisions for freedom
of expression, press criticism of the ruling family or government
policy is strictly prohibited.

46ORGANIZATIONS

In addition to the national Chamber of Commerce and Industry,
Bahrain is a committee member of the International Chamber
of Commerce. There are numerous Bahraini and multinational
groups, including the Bahrain Red Crescent Society and the Chil-
dren’s and Mothers’ Welfare Society. Health and welfare organiza-

tions include the Bahrain Family Planning Association and the
Bahrain Diabetic Association. Youth organizations include those
representing the Youth Hostel Federation, Red Crescent Youth,
the Boy Scouts of Bahrain and the Girl Guides, and Arab Student
Aid International (ASAI). The Bahrain Olympic Committee coor-
dinates activities for about 12 national youth sports federations.

4’TOURISM, TRAVEL, AND RECREATION

Bahrain has been a fast growing destination in the Middle East
since the early 1990s. Tourist attractions include archeological
sites, notably Qal-at Al-Bahrain (The Portuguese Fort), the Na-
tional Museum, and the Heritage Center. Recreational riding and
horse racing are both popular in Bahrain. Pearl diving is also part
of Bahrain’s heritage. In 2002, there were 4,830,943 tourist arriv-
als, almost 4,000,000 of whom were from other Middle Eastern
countries, and tourism receipts totaled $985 million. Hotel rooms
numbered 7,880 in 2002 with 10,759 beds and an occupancy rate
of 53%. Most visitors need a visa and a valid passport.

48EAMOUS BAHRAINIS

Sheikh ‘Tsa bin Salman al-Khalifa (1933-99) ruled from 1961 until
his death in 1999. He was succeeded by his son, Sheikh Hamad bin
‘Isa al-Khalifa (b.1950).

49 DEPENDENCIES

Bahrain has no territories or colonies.
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BANGLADESH

People’s Republic of Bangladesh
Gana-Prajatantri Bangladesh

CAPITAL: Dhaka (formerly Dacca)
FLAG: The national flag is a red circle against a dark-green background.
ANTHEM: Amar Sonar Bangla (My Golden Bengal).

MONETARY UNIT: The taka (T) of 100 poisha is a paper currency set on a par with the Indian rupee. There
are coins of 1, 2, 5, 10, 25, and 50 poisha, and notes of 1, 5, 10, 20, 50, and 100 taka. T1 = $0.01556 (or $1 =
T64.26) as of 2005.

WEIGHTS AND MEASURES: Bangladesh adopted the metric system as of 1 July 1982. Customary numerical
units include the lakh (equal to 100,000) and the crore (equal to 10 million).

HOLIDAYS: New Year’s Day, 1 January; National Mourning Day (Shaheel Day), 21 February; Independence
Day, 26 March; May Day, 1 May; Victory Day, 16 December; Christmas, 25 December; Boxing Day, 26 De-
cember. Movable religious holidays include Good Friday, Jamat Wida, Shab-i-Bharat, ‘Id al-Fitr, ‘Id al-’Adha;,

and Durga Puja.
TIME: 6 PM = noon GMT.

TLOCATION, SIZE, AND EXTENT

Situated in South Asia, Bangladesh, before it became an indepen-
dent state, was the eastern province of Pakistan, known as East
Bengal and, later, as East Pakistan. Bangladesh is slightly smaller
than the state of Iowa with a total area of 144,000 sq km (55,598
sq mi), extending 767 km (477 mi) sSE-NNw and 429 km (267 mi)
ENE-wsw. Bangladesh is bordered in the w, N, and & by India, on
the sE by Myanmar (Burma), and on the s by the Bay of Bengal,
with a total boundary length of 4,246 km (2,638 mi). A border
demarcation agreement was signed with Myanmar in May 1979.
Demarcation of the marine boundary with India remained unre-
solved as of 2006. Bangladesh’s capital city, Dhaka, is located near
the center of the country.

2TOPOGRAPHY

Bangladesh is a tropical country, situated mainly on the deltas of
large rivers flowing from the Himalayas. The Brahmaputra River,
known locally as the Jamuna, unites with part of the Ganges to
form the Padma, which, after its juncture with a third large river,
the Meghna, flows into the Bay of Bengal. Offshoots of the Gan-
ges-Padma, including the Burishwar, Garai, Kobadak, and Mad-
humati, also flow south to the Bay of Bengal. No part of the delta
area is more than 150 m (500 ft) above sea level, and most of it
is but a meter or two (a few feet) above sea level. Its soil consists
mostly of fertile alluvium, which is intensively farmed; mineral
deposits are negligible. During the rainy season floodwater covers
most of the land surface, damaging crops and injuring the econo-
my. The northwestern section of the country, drained by the Tista
(Teesta) River, is somewhat higher and less flat, but the only really
hilly regions are in the east, notably in the Chittagong Hill Tracts
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to the southeast and the Sylhet District to the northeast. Near the
Myanmar border in the extreme southeast is the Keokradong,
which, at 1,230 m (4,034 ft), is the highest peak in Bangladesh.

3CLIMATE

Bangladesh has a tropical monsoon climate. Annual rainfall is
high, averaging from about 119 cm (47 in) up to 145 cm (57 in).
There are three distinct seasons. The winter, which lasts from
October through early March, is cool and dry, with temperature
ranges from 5°c to 22°c (41°F to 72°F); total winter rainfall av-
erages about 18 cm (7 in) in the east and less than 8 cm (3 in)
in the northwest. Temperatures rise rapidly in March, and during
the summer season—March through May—average about 32°c
(90°r). Rainfall also increases during this period. However, nearly
80% of the annual rainfall falls from May to September, the mon-
soon season, when moisture-laden winds blow from the south
and southeast. Temperatures drop somewhat, seldom exceeding
31°c (88°F), but humidity remains high.

In April through June and from October through November,
tropical cyclones, accompanied by high seas and heavy flooding,
are common. There were cyclones in May 1963, May and Decem-
ber 1965, October 1966, and most notably during the night of 12—
13 November 1970, when a storm and resultant flooding killed
more than 200,000 persons. A cyclone on 30 April 1991 left over
131,000 people dead and nine million homeless. Monsoon floods
in 1974, 1980, and 1983 also devastated the country and caused
many deaths, and a cyclonic storm on 24-25 May 1985 took more
than 11,000 lives. The monsoon in August and September 1988
left three-fourths of the country flooded, 1,300 persons dead, and
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over three million people homeless, with damage to the country’s
infrastructure estimated at $1 billion.

4FLORA AND FAUNA

Bangladesh has the plant and animal life typical of a tropical and
riverine swamp. The landscape, which for most of the year is lush
green, is dotted with palms and flowering trees. The large forest
area of the Sunderbans in the southwest is the home of the en-
dangered Bengal tiger; there are also cheetahs, leopards, croco-
diles, elephants, spotted deer, monkeys, boars, bears, pheasants,
and many varieties of birds and waterfowl.

SENVIRONMENT

Overpopulation has severely strained Bangladesh’s limited natural
resources. Nearly all arable land is already cultivated and forest-
land has been greatly reduced by agricultural expansion and by
timber and firewood cutting. Between 1983 and 1993, forest and
woodland declined by 12.5% to 1.9 million ha (4.7 million acres).
As 0f 2000, about 10% of the total land area was forested.

Bangladesh’s environmental problems have been complicated
by natural disasters that add to the strain on an agricultural sys-
tem which supports one of the world’s most populous countries.
Water supply is also a major problem because of population size,
lack of purification procedures, and the spread of untreated con-
taminants into the usable water supply by flood waters. To ease
these problems, the government has established drainage, irriga-
tion, and flood protection systems, and has drilled thousands of
tube wells to supply safe drinking water in villages. As of 2001, safe
water was available to 100% of the population.

Despite passage of the Wildlife Preservation Act of 1973, wild-
life continued to suffer from human encroachment. Only 0.8%
of the country’s total land area is protected. The Sunderbans is a
natural UNESCO World Heritage Site and a Ramsar international
wetland site. According to a 2006 report issued by the Interna-
tional Union for Conservation of Nature and Natural Resources
(IUCN), threatened species included 22 types of mammals, 23
species of birds, 20 types of reptiles, 8 species of fish, and 12 spe-
cies of plants. Threatened species included the Asian elephant,
pygmy hog, Sumatran rhinoceros, Bengal tiger, estuarine croco-
dile, gavial, and river terrapin.

®POPULATION

The population of Bangladesh in 2005 was estimated by the United
Nations (UN) at 144,233,000, which placed it at number 7 in pop-
ulation among the 193 nations of the world. In 2005, approximate-
ly 3% of the population was over 65 years of age, with another 35%
of the population under 15 years of age. There were 104 males for
every 100 females in the country. According to the UN, the annual
population rate of change for 2005-10 was expected to be 1.9%, a
rate the government viewed as too high. In 2004-06, the govern-
ment carried out a program aimed at reducing population growth.
The projected population for the year 2025 was 189,971,000. The
population density was 1,002 per sq km (2,594 per sq mi).

The UN estimated that 23% of the population lived in urban ar-
eas in 2005, and that urban areas were growing at an annual rate
of 3.45%. The capital city, Dhaka (formerly Dacca), had a popula-
tion of 11,560,000 in that year. Other major towns are Holetown,
Speightstown, and Oistins.

“MIGRATION

Since 1947 there has been a regular interchange of population be-
tween India and what is now Bangladesh, with Hindus migrating
to India and Muslims emigrating from India. There was also sub-
stantial migration between Bangladesh (then East Pakistan) and
West Pakistan until the 1971 war. Before and during the war, an
estimated 8 to 10 million Bengalis fled to India; most of these ref-
ugees returned after the independence of Bangladesh was firmly
established.

In 1993, repatriation began of an estimated 56,000 Chakma
refugees from the Indian state of Tripura to the Chittagong Hill
Tracts of Bangladesh. They had fled unrest in this area. As of May
1997, 47,000 Chakma refugees still lived in northeastern India. In
1991-92 about 265,000 Rohingyas—Muslims from Myanmar—
fled to Bangladesh to escape repression. Beginning in 1994, over
200,000 of these refugees returned home to Myanmar (Burma).
However, as of 1999, around 22,000 Myanmar refugees still re-
sided in southern Bangladesh in two camps. The United Nations
urged the governments of both Bangladesh and Myanmar to ac-
celerate the process. In 2004 the refugee population numbered
around 5,500.

Bangladeshi long-term migration to industrialized countries in
the West began in the 1950s to the United Kingdom, and in the
1960s to the United States. Labor migration to the Middle East
and Southeast Asia began in the 1970s on short term bases. As of
2004, the preferred Middle Eastern countries for labor migration
were Saudi Arabia, the UAE, and Kuwait. The flow of remittanc-
es to Bangladesh has increased dramatically. In 1976, us$24 mil-
lion entered the country through official channels, by the first nine
months of 2004, this sum had increased to Us$2.35 billion. How-
ever, Bangladeshis sought asylum in fourteen countries, mainly
South Africa, Cyprus, and France in 2004.

As of 2000, there were approximately 988,000 migrants living
in Bangladesh. In 2003, there were 150,000 to 520,000 internally
displaced persons (IDP) within the country. Estimated for 2005
the net migration rate was -0.69 per 1,000 population. The govern-
ment viewed the emigration level as too low, and the immigration
level as satisfactory.

SETHNIC GROUPS

Residents of Bangladesh are called Bangladeshis. About 98% of
the people are of the ethnic group called Bengalis (or Banglas).
About 12 tribes inhabiting the Chittagong Hill Tracts, collectively
totaling less than one million people, are ethnically distinct from
the Bengalis; their facial features and language are closer to the
Burmese. The government’s policy of resettling Bengalis in the re-
gion, which is much less densely populated than Bangladesh as a
whole, led to racial and religious disturbances and a small-scale
tribal insurgency in the early 1980s. About 250,000 of the national
population consists of Biharis, non-Bengali Muslims who migrat-
ed from India to what was then East Pakistan after the partition of
the subcontinent in 1947. In the coastal areas of Bangladesh, Arab,
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Portuguese, and Dutch settlers have gradually come to adopt the
Bengali life-style.

LANGUAGES

Bengali (Bangla), part of the Indo-European language family, is
the official language of Bangladesh and is spoken by about 98% of
the population. The successful move to make Bengali coequal with
Urdu as an official language was a hallmark of Bengali nationalism
in the early 1950s. Non-Bengali migrants from India still speak
Urdu (and Hindi) today, and this language is widely understood in
urban areas. A few tribal groups, notably the tribal peoples of the
Chittagong Hill Tracts, also speak distinct Tibeto-Burmese lan-
guages, akin to Burmese and Assamese. Among those speaking
Bangla there are differences of dialect according to region. The
people of Chittagong, Noakhali, and Sylhet are known for their
distinctive dialects. Although today Bangla is the official language,
English is also used for official and legal purposes and widely used
in business.

TORELIGIONS

Nearly 88% of the people are Sunni Muslims, making Bangladesh
one of the world’s largest Muslim countries. About 10% of the pop-
ulation are Hindu; the remaining are mainly Buddhist or Chris-
tian, the latter being mostly Roman Catholics. There are small
numbers of Shia Muslims, Sikhs, Bahais, Ahmadis, and animists.

Islam was established as the state religion in 1988. Freedom of
worship is provided for in the constitution; however, in practice
there have been reports of social, political, and economic discrim-
ination against non-Muslims.

T"TRANSPORTATION

The large number of rivers and the annual flooding hazard make
it difficult to build and maintain adequate transportation facili-
ties in Bangladesh. Railways and waterways are the chief means
of transportation. The railways are managed by the government
and reach most districts of the country. The Bangladesh Railway
operated 2,706 km (1,683 mi) of narrow and broad gauge track in
2004. Of that total, narrow (1.000-m) gauge is the most prevalent
at 1,822 km (1,133 mi), followed by broad gauge (1.676-m) at 884
km (550 mi). The quality of service has declined because of the
expense of importing new equipment. Enlarging and improving
the railway system is also costly, partly because of the number of
bridges needed.

The country has two deepwater ports: Chittagong, serving the
eastern sector, and Chalna, serving the west. There are five main
river ports—Dhaka, Narayanganj, Chandpur, Barisal, and Khul-
na—and more than 1,500 smaller ports. The inland water system
has 8,372 km (5,023 mi) of navigable waterways, including 2,575
km (1,600 mi) of main cargo routes. The oceangoing merchant
fleet in 2005 consisted of 41 ships of 1,000 GRT or over, with a
combined capacity of 319,897 GRT.

Road connections are inadequate, but conditions have improved
significantly in recent years. There were 239,226 km (148,799 mi)
of roadways in 2003, of which 22,726 km (14,135 mi) were paved.
A large part of the highway system becomes submerged in the
rainy season; bridges, ferries, embankments, and dikes are there-
fore necessary to the inland transportation system. Because of the
difficulties of land travel, the number of motor vehicles remains
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relatively small. As of 2003, there were 31,700 passenger cars and
60,200 commercial vehicles that were registered.

Bangladesh had an estimated 16 airports in 2004. As of 2005, a
total of 15 had paved runways. Zia International is the principal
airport, located at Dhaka. Bangladesh Biman is the national air-
line. It has an extended network connecting major cities and op-
erates international flights from Dhaka. In 2003, airlines carried
1.579 million domestic and international passengers.

T2HISTORY

In ancient times, the area now known as Bangladesh was the east-
ern portion of a huge river delta region called Bang, where the
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Ganges and Brahmaputra River systems empty into the Bay of
Bengal and Indian Ocean. The region became known as Bengal
in more modern times, but recorded history of the region can be
traced to the 4th century Bc when it was home to an apparent-
ly flourishing riverain civilization. The oldest surviving remains
of this civilization are the ruins of the city of Mahasthan, the an-
cient Pundranagar, which continued to flourish for more than
1,500 years, even though the region was conquered by the Hin-
du Maurya empire that reached its height under Emperor Asoka
around 207 Bc. From this time onward, the history of Bengal was
part of the wider historical experience of the Indian subcontinent,
and during most of India’s classical Hindu period—AD 320 to AD
1000—Bengal was a loosely incorporated outpost of empires cen-
tered in the Gangetic plain.

Islam came to South Asia in the years following Ap 800 but did
not reach Bengal until Muslim invaders from the west secured a
foothold there around Ap 1200. In the 13th and 14th centuries,
after successive waves of Turkish, Persian, and Afghan invaders,
Islam began to take a firm hold in the area that is now Bangladesh.
The region was annexed by the Mughal Empire in 1576 under Em-
peror Akbar and ruled by his successors into the 17th century. The
fealty lesser Nawabs (or Nabobs) of the Bengal area paid to the
Mughals ensured the political stability and economic prosperity
of the region, which became known for its industries based on the
weaving of silk and cotton cloth.

The arrival of the French and British East India Companies in
the early 18th century coincided with Mughal decline, the death
of Emperor Auranzeb, and an intense period of competition and
conflict between Britain and France. By the middle of the 18th
century, the British emerged supreme in what they created as the
Bengal Presidency, establishing themselves in Calcutta and ex-
panding with alacrity into all of what is now Bangladesh, as well as
the Indian states of West Bengal, Bihar, Assam and Orissa. From
Calcutta, British traders and administrators successfully played
off rivalries among the satraps of the late Mughal empire to gain
control of most of the subcontinent in the years between the Battle
of Plassey in 1756 and the assumption of the company’s domain
by the British Crown in 1859. Calcutta remained the seat of Brit-
ish power in the subcontinent and the center of British control
over the Indian Empire until 1931 when the capital was moved to
the new city of New Delhi, adjacent to the traditional seat of Mu-
ghal power in old Delhi.

Well-to-do Hindus in Bengal generally prospered under the
British, apparently taking more easily to British ways and British
law than the numerically dominant Muslims. The Muslim aristoc-
racy of eastern Bengal—feudal barons under the Mughals—resist-
ed British rule. By the turn of the 20th century, both communities
had begun to develop a political-cum-cultural consciousness of
their own in reaction to the Western culture brought by the Brit-
ish. They took offense at British efforts to impose western educa-
tional systems on local universities, reducing their independence.
Hindus were further enraged by the British decision in 1905, in an
effort to improve administration and to placate Muslims, to divide
the overly large Bengal Presidency in two, with the Muslim-domi-
nant area of eastern Bengal and Assam to be a separate province.
The 1905 partition was the first acknowledgment of a sense of sep-
arateness among Muslims by the British and foreshadowed events

of 42 years later when Bengal was divided between Muslim-ma-
jority and Hindu-majority districts to create East Pakistan.

The 1905 action resulted in increasing acts of violence. This last-
ed until it was undone six years later in favor of reuniting Bengal
and instead separating out what would become the provinces of
Orissa and Bihar. But the agitation provoked by the 1905 parti-
tion and the Hindu-Muslim enmities it left behind continued to
provoke terrorist actions against British rule until nonviolence
emerged as a mode of political struggle, under the leadership of
Mohandas (Mahatma) Gandhi of the Indian National Congress.

British reforms in 1909 and 1919 expanded local self-rule in
their Indian domains, but the pace fell short of the pace of de-
mands put forth by the rising tide of nationalists espoused by the
Indian National Congress, which in 1929 committed itself to the
goal of complete independence. As the struggle gained momen-
tum, differences between Hindus and Muslims widened. While
the majority Hindu community saw a single Indian polity com-
mitted to secularism and diversity as the goal of the independence
movement, Muslims came to fear that their community would be
a permanent electoral minority, an anxiety they saw borne out
in the 1937 elections held under British auspices. To look after
their unique cultural interests, they formed the All-India Muslim
League, and under the Muslim League leadership, sentiment be-
gan to coalesce around the “two nation” theory propounded ear-
lier by the poet Igbal, a belief that South Asian Muslims and Hin-
dus were and should be two separate nations, i.e. that Muslims
required the creation of an independent nation of their own—
Pakistan—in which they would predominate. In 1940, the Muslim
League adopted this as its goal, under the leadership of Moham-
mad Ali Jinnah, a Mumbai (formerly Bombay) attorney who re-
sisted all efforts at compromise through all the difficult days lead-
ing up to the grant of independence in 1947.

In language, culture, ethnic background, population density,
political experience, and economic potential, East and West Paki-
stan were totally disparate. The primary bond was Islam. Pakistan’s
early years as a nation were dominated by unsuccessful attempts—
punctuated by bouts of authoritarian rule—to create a national
polity that would somehow bridge these differences. Larger in pop-
ulation and in economic importance than the west wing, the Ben-
gali east wing chafed under national policies effectively dominated
by the leadership residing in the west wing. When its influence
was further reduced under repeated bouts of martial law and by
the reconstruction of West Pakistan as a single province, demands
for autonomy in the east began to mount. This demand proved
more than the fragile sense of Islamic nationhood could sustain.
The new state of Pakistan, made up of Muslim-majority districts
in both eastern and western reaches of formerly British India, was
at best an unwieldy creation. It cut across long-established lines
of trade and communication, divided families, provoked a mass
movement of millions of refugees caught on the “wrong” side of
the partition markers, and forced the creation of a new but divided
polity. Pakistan consisted of two distinct territories, separated by
1,600 km (1,000 mi) of secular but predominantly Hindu India.
West Pakistan, with a population of 34 million, consisted main-
ly of the former provinces of Baluchistan, Sindh, the Northwest
Frontier, and (partially) Punjab (which, like Bengal, was also par-
titioned). East Pakistan, its 42 million people including nearly 9
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million Hindus, encompassed the eastern half of Bengal province
as shaped in 1912, plus the Sylhet District of Assam.

Nationhood

After a round of martial law in Pakistan in 1969, national elec-
tions were scheduled for 1970. But when the popular verdict in
those elections—even in the national assembly—supported great-
er autonomy for East Pakistan than the West Pakistan-dominated
national leadership was prepared to accord, the results were set
aside.

Subsequent civil unrest escalated quickly to civil war in East
Pakistan. Swamped with a million refugees from the fighting, In-
dia intervened militarily in December 1971, tipping the scales
in favor of the rebels and facilitating the creation of Bangladesh
in 1972. Sheikh Mujibur (Mujib) Rahman, leader of the Awami
League and of the fight for autonomy, was released from prison in
West Pakistan (which became the Islamic Republic of Pakistan)
and became prime minister of the new nation of Bangladesh.

The 1971 civil war undid much of the limited progress East Pak-
istan had made in recovering from the 1947 partition. Mujib faced
a task for which his administrative and political experience was
lacking. He fought and won a massive victory at the polls in 1973,
but two years later, he suspended the political process and took
power into his own hands. Bangla opinion turned against Mujib,
coalescing two main opposition groups that otherwise shared lit-
tle in common besides their opposition to Mujib and to Indian in-
fluence: they were the ultra conservative Islamic groups, led by the
Jamaat-i-Islami, and the radical left, led by Maoists, who opposed
both Indian and Soviet influence.

On 15 August 1975, a group of young military officers seized
power, killing Mujib and many of his family members and impos-
ing martial law. A counter-coup three months later produced a
new military government with Gen. Zia-ur Rahman at its head.
In 1978, with limited political activity permitted, he was elected
president and lifted martial law. In February 1979, he restored
parliamentary government after elections gave his new party, the
Bangladesh National Party (BNP) a two-thirds majority in the Na-
tional Assembly.

Zia’s assassination during an abortive military coup in May 1981
set back the progress he had made. He was succeeded in power by
his vice president, Abdus Sattar, who was deposed the following
March by his army chief, Gen. Hussain Mohammad Ershad. De-
claring martial law, Ershad became Chief Martial Law Adminis-
trator (CMLA), suspended the 1972 constitution, and banned po-
litical parties.

Ershad gained support by cracking down on corruption and
opening up the economy to foreign collaboration. In 1983, he as-
sumed the presidency, and by January 1986, he had restored full
political activity in which his own party, the Jatiya (People’s) Party
took a prominent part. He retired from the army and was elected
president without opposition in October 1986, but in July 1987,
mounting opposition to his often dictatorial rule among the unit-
ed opposition parties led him again to declare a state of emergen-
cy, dissolve the assembly, and schedule new elections for March
1988. His Jatiya Party triumphed in those elections, due mainly to
the refusal of the opposition parties to participate. At the end of
1990, in the face of widespread demonstrations and some Hindu-
Muslim violence, his opposition had grown so strong that Ershad

was forced to resign the presidency, turning the government over
to Supreme Court Chief Justice Shahabuddin Ahmed, the unani-
mous choice of the opposition parties.

An interim government scheduled elections for February 1991,
and the result—in what has been described as the fairest polling
ever held in the country—was the election of an assembly in which
the BNP, headed by Begum Khaleda Zia-ur Rahman, Zia’s widow,
held a plurality. However, the BNP lost popular support by March
1994, when opposition parties walked out of Parliament and boy-
cotted the government, claiming the BNP had rigged a regional
election. The main opposition groups—the Awami League (AL),
Jatiya Party, and the Jamaat-e-Islami—continued the protest for
two years, boycotting February 1996 elections swept by the BNP.
Amid further charges of vote-rigging, Khaleda Zia resigned, the
BNP dissolved Parliament, and a caretaker government conduct-
ed new elections in June 1996. The Awami League, led by Sheikh
Hasina Wajed, daughter of the Sheikh Mujid, gained control of
Parliament in the elections, contested by all parties and monitored
by international observers. Although initially dependent on the
support of the Jatiya Party to form a government, by late Septem-
ber the Awami League held an absolute majority of seats in the
legislature.

Prime Minister Sheik Hasina had no easier time ruling Ban-
gladesh than her predecessor. Her government faced continuing
protests, strikes, and often violent demonstrations organized by
the BNP and other opposition parties. Targets for such actions in-
cluded the government’s historic agreement with India in Decem-
ber 1996 over sharing the waters of the River Ganges, higher taxes
imposed by the government in July 1997, and problems of law and
order in the country. During September 1997, Islamic militants
took to the streets demanding the arrest and execution of contro-
versial Bangladeshi author Taslima Nasreen. November 1998 saw
a general strike organized by the BNP over alleged government
repression and clashes between police and protesters over alleged
electoral fraud. Tensions were heightened by the conviction and
death sentences passed on several people involved in the assassi-
nation of Sheikh Hasina’s father, Sheikh Mujib.

In August 1998, Bangladesh also saw some of the worst flooding
in the country’s history. Over 1,000 people died and flood waters
covered some 60% of the country. Loss of crops raised the specter
of widespread famine, and the total damage to the country’s econ-
omy and infrastructure was estimated at over us$2 billion.

Among the AL government’s achievements, however, were the
Ganges water-sharing treaty, the December 1997 accord that end-
ed the tribal insurgency in the Chittagong Hill Tracts (CHT) in
southeastern Bangladesh, and a restructuring of local government
to increase grassroots involvement in politics. On the internation-
al stage, Bangladesh was elected to serve a two-year term on the
Security Council of the United Nations, effective 1 January 2000.

In December 2000, Bangladesh expelled a Pakistani diplomat
for stating that the number of dead in the 1971 war was 26,000,
whereas Bangladesh holds that nearly three million were killed.
Bangladesh wanted Pakistan to apologize for the alleged genocide
it says Pakistani forces were guilty of during the 1971 war. In July
2002, Pakistan’s president Gen. Pervez Musharraf visited Dhaka,
and made an apology for excesses committed in Bangladesh’s war
for independence.
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A series of bombings beset Bangladesh during 2001, in April,
June, and September. In total, 155 people were killed and more
than 2,500 were injured in violence leading up to the October 2001
parliamentary elections. In July, Prime Minister Hasina stepped
down, handing power over to a caretaker authority that super-
vised the upcoming elections; she became the first prime minister
in the country’s history to complete a full five-year term. Former
prime minister Khaleda Zia won a landslide victory on 1 October
2001, campaigning against lawlessness and corruption, in an elec-
tion in which 75% of the registered voters went to the polls. The
Awami League boycotted Parliament, protesting alleged rigging of
elections and the persecution of religious minorities.

In March 2002, the government enacted tough laws to combat
the use of corrosive acid to disfigure and sometimes kill individu-
als, mostly women. The death penalty was set as the maximum
sentence in some cases. In 2001, 338 acid attacks were carried out
in Bangladesh, 90% of them against women. Most of the acid vic-
tims have had sulphuric or hydrochloric acid splashed on their
faces.

In June 2002, the Awami League ended its boycott of Parlia-
ment, and attended for the first time since losing in the October
2001 elections. Also in June 2002, President Badruddoza Chow-
dhury resigned, after being criticized for not visiting the grave of
the BNP’s founder, Zia-ur Rahman. That October, Prime Minis-
ter Zia called out the army to contain terrorist attacks throughout
the country in the absence of adequate logistic support from the
police. The army was also directed to curb crime and corruption.
As many as 44 people died in custody in the drive lasting from
16 October 2002 to 9 January 2003. Zia granted immunity to the
armed forces for their actions during that period, a decision that
was highly criticized by the opposition Awami League.

Bangladesh’s history of political violence continued through
2004. In 2002, bomb explosions in four cinemas killed 17 people
and injured 300 among families celebrating the end of Ramadan.
The government arrested 39 members of the Awami League in
connection with the explosions. Two years later, in August 2004,
a bomb exploded at a rally being held in the capital city of Dhaka
by the Awami League. The blast, believed to be an assassination
attempt against Hasina, killed 12 people and wounded more than
100 others.

The majority of Bangladesh’s 141 million people are Muslim,
and the country like many other Muslim-majority countries in
Asia saw an increase in Islamic militant activity following the at-
tacks on the World Trade Center in the United States on 11 Sep-
tember 2001. Although the nation remains officially secular, calls
to adopt Islamic law have grown since 2001. In 2002 and 2003,
editions of the newsmagazine Newsweek were banned in Bangla-
desh because they contained articles that the government deemed
offensive to Muslims. The threat of militant violence continued to
grow throughout 2005. On 17 August of that year, about 100 small
bombs exploded across the country, mainly at government offices,
bus and train stations, and in public markets. Two people were
killed and at least 125 others were wounded in the blasts. Leaf-
lets from the Islamic group, Jamaat-ul-Mujahideen, were found at
many of the bomb sites, calling for Islamic rule in Bangladesh.

13GOVERNMENT

Bangladesh inherited the provincial government under which first
the Dominion, then Republic, of Pakistan was governed, a par-
liamentary system based on the Westminster model with a uni-
cameral legislature. Following this model, the constitution of De-
cember 1972 established a unitary, democratic republic, with an
indirectly elected president as nominal head of state and a prime
minister as head of government and chief executive. The prime
minister and his government are responsible to a unicameral leg-
islature—the Tatija Sangsad—elected no less frequently than ev-
ery five years and composed of 300 members. (A constitutional
amendment reserving 30 additional parliamentary seats for indi-
rect election of women expired in May 2001.) The constitution in-
corporated four basic principles of state policy: nationalism, secu-
larism, socialism, and democracy. With considerable controversy,
because of its impact on the nearly 17% of the population which
is non-Muslim, Islam replaced secularism as a state principle by
constitutional amendment in 1977.

The constitution was amended in 1975, at the initiative of Prime
Minister Mujibur Rahman, to abrogate most guarantees of civil
liberties, to establish a one-party polity, and to make the presiden-
cy, rather than the prime ministership, the chief executive of the
government. Mujib’s assassination later that year, and the coun-
tercoup that occurred three months later resulted in a four-year
suspension of the constitution by Bangladesh’s martial law ruler,
Gen. Zia-ur Rahman.

Rahman himself was assassinated in 1981, and in the turmoil
that ensued, Gen. H. M. Ershad seized power. Ershad declared
himself president in 1982, and held office until 1990, when in-
creasing antigovernment protests and violence resulted in his res-
ignation. He was later jailed on corruption charges. The interim
government then conducted what most observers regard as the
most free and fair elections ever held in Bangladesh, in 1991.

Begum Khaleda Zia-ir Rahman, widow of General Rahman
and the head of his Bangladesh Nationalist Party, became the first
woman to hold the position of prime minister in Bangladesh fol-
lowing the elections in 1991. Among her first acts, she reversed
from her former position in favor of retaining a strong presidential
system to restore the parliamentary system of 1972 and to return
to the prime ministership the powers removed by Mujib in 1975.
She led the campaign with strong Awami League support, which
resulted in overwhelming parliamentary approval of a constitu-
tional amendment. Kahleda Zia was forced to step down in March
1996, after two years of political turmoil following an opposition
boycott of Parliament and elections. The opposition AL, which
claimed the BNP had rigged two elections, was swept into power
in the internationally monitored elections of June 1996. Sheikh
Hasina Wajed then formed a coalition majority in Parliament with
the Jatiya Party. By September 1996, with several victories in by-
elections, the Awami League controlled an absolute majority of
seats in Parliament. The government was thus unaffected by the
Jatiya Party’s withdrawal from the coalition in March 1997.

Parliamentary elections held 1 October 2001 resulted in a return
of Kahleda Zia to power. The BNP took 201 seats, the AL held 62,
Jamaat-e-Islami held 18, and the Ershad faction of the Jatiya Party
took 14 seats. The majority BNP government aligned with three
of the smaller parties, Jamaat-e-Islami, Islami Oikya Jote, and the
Naziur faction of the Jatiya Party. Elections were scheduled to be
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held in 2007. The Jamaat-e-Islami party is sympathetic to Osama
bin Laden, a position that was controversial, especially after the 11
September 2001 terrorist attacks on the United States attributed
to him. Zia attempted to quell domestic and international unease
resulting from this position, asserting that Bangladesh would not
become a fundamentalist Islamic state. However, her three coali-
tion partners advocated replacing Bangladesh’s secular laws with
Islamic law, or Shariah.

"4 POLITICAL PARTIES

From 1947 through the end of 1971, East Pakistan—now Bangla-
desh—was governed as a single province, one of the two wings of
Pakistan. In all, there were more than 30 political parties operat-
ing in the east wing, most of the them small, fractious, and with
few elected members. The major parties at that time operated on
the all-Pakistan level as well, and included the moderate Pakistan
Muslim League (PML), a national movement that became the par-
ty of independence and the ruling party of Pakistan; the moderate
socialist Awami (Freedom) League (AL), a spin-off from the Mus-
lim League and the advocate of Bengali autonomy, with the bulk of
its support in the east wing; the ultraconservative Islamic Jamaat-
e-Islami (JI), grounded in Sunni Islamic orthodoxy (in Pakistan as
in India) and initially opposed to the 1947 partition; and the leftist
peasants and workers party, the Krishak Sramik Party (KSP) of Fa-
zlul Haq. The Communist Party of Pakistan (CPP) was banned in
1952 and remained illegal until its east wing component became
the Bangladesh Communist Party (BCP) after 1971.

The PML governed East Pakistan from 1947, but in elections in
1954, the Awami League and the Krishak Sramik, supported in a
United Front by the Jamaat, ousted the Muslim League from of-
fice. After four years of political instability, however, the two par-
ties were displaced by the central government under “Governor’s
Rule,” and the emergency provisions of the 1935 Government of
India Act, then Pakistan’s constitution. When the East Pakistan
government was restored in August 1955, the KSP ruled in its own
right until displaced by an AL government headed by Maulana
Bhashani in 1956. Loss of Hindu support in 1958 cost the AL its
majority in 1958, but “Governor’s Rule” was again imposed, the
provision having been carried over into the 1956 Pakistan Consti-
tution. Martial law was imposed in Pakistan in 1965 and in elec-
tions held thereafter, under a limited political franchise, the Mus-
lim League, now a shadow of its former self and the vehicle for
General Ayub Khan’s entry into elective politics, came to power
briefly. Imposition of martial law in 1969 suspended political ac-
tivity again until the scheduling of elections in 1970 restored po-
litical activity.

By 1970, the moderate-to-left populist Pakistan People’s Party
(PPP) of Zulfikar Bhutto, and the Awami League of Sheikh Mu-
jibur Rahman, now advocating far-reaching autonomy for East
Bengal, had become the dominant political forces, respectively, in
West and East Pakistan. Elections confirmed this position, with
the AL winning 167 of East Pakistan’s 169 seats in the National
Assembly and absolute control in East Pakistan. The AL was the
only constituent in the Bangla Government-in-Exile in 1971, with
leftist parties in support and Islamic parties in opposition. After
independence, the Islamic party leaders were jailed, their parties
having been banned, and in 1973, Mujib's Awami League elected
293 members of the 300-elective seats in the Assembly.

In January 1975, with his power slipping, President Mujib
amended the constitution to create a one-party state, renaming his
party the Bangladesh Krishak Sramik Awami League (BKSAL).
After the coup later in 1975, the BKSAL was disbanded and dis-
appeared. When Zia-ur Rahman lifted the ban on political par-
ties in 1978, his presidential bid was supported by a newly formed
Nationalist Front, dominated by his Bangladesh National Party
(BNP), which won 207 of the assembly’s 300 elective seats. All po-
litical activity was banned anew in March 1982 when Gen. Ershad
seized power, but as he settled into power, Ershad supported the
formation of the Jatiya (People’s) Party, which became his vehicle
for ending martial law and transforming his regime into a parlia-
mentary government. In elections marked by violence and dis-
credited by extensive fraud, Ershad’s Jatiya Party won more than
200 of the 300 elective seats at stake. The Awami League, now
under the leadership of Mujibs daughter, Sheikh Hasina Wajed,
took 76 seats as the leading opposition party. Begum Khaleda Zia’s
BNP, heading an alliance of seven parties, boycotted the elections
and gained considerable respect by this action. The BNP, the AL,
and all other parties boycotted Ershad’s 1988 election as well, dis-
crediting the result that gave the Jatiya a two-thirds majority and
fueling the fires of discontent that led to Ershad’s resignation on 4
December 1990. Ershad was arrested on corruption charges eight
days later by the interim government, convicted, and imprisoned
on corruption charges.

A BNP plurality in the elections on 27 February 1991 enabled
Begum Khaleda Zia to form a government with the support of 28
of the appointive members of the assembly and of the JI, which
won 18 seats. The leader of the opposition is Sheikh Hasina Wajed
of the Awami League (AL), which won 88 seats to claim the sec-
ond ranking position in the assembly. However, Khaleda Zia re-
signed and Parliament was dissolved in March 1996 amid vote-
rigging charges and a two-year government boycott by opposition
parties. June 1996 elections brought Sheikh Hasina and the AL to
a majority role in the new Parliament. The AL won 140 seats to
the BNP’s 116. New Prime Minister Hasina formed a cooperative
government with the Jatiya Party, which won 32 seats. Although
the Jatiya Party withdrew from the coalition in March 1997, the
Awami League had by then acquired an absolute majority in the
legislature and continued as the party in power.

From 1997 to 2001, the main opposition party, the BNP, hin-
dered the work of the Jatiya Sangsad (Parliament) by repeatedly
boycotting its proceedings. One such boycott—over issues rang-
ing from restoration of a floating footbridge to Zia-ur Rahman’s
tomb to the dropping of criminal charges against BNP members
of parliament—Ilasted for six months (August 1997-March 1998).
Outside Parliament, the BNP continued to support public anti-
government demonstrations, and organized a three-day general
strike (hartal) in November 1998 to protest alleged government
repression. A month later, the opposition strengthened its posi-
tion when the BNP and the Jamaat-e-Islami decided to accept Er-
shad and his Jatiya Party into the antigovernment movement.

After October 2001 parliamentary elections swept Khaleda Zia’s
BNP to power, ousting the Awami League of Hasina Wajed, con-
cern was raised over the political stance of one of Zia’s coalition
partners, the Jamaat-e-Islami party, which voices support for Osa-
ma bin Laden. Zias three coalition partners in the government
formed in 2001, Jamaat-e-Islami, Islami Oikya Jote, and the Na-
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ziur faction of the Jatiya Party, are all Islamic parties advocating a
return to Islamic law, or Shariah. Zia, however, granted the US-led
military coalition the use of Bangladesh air space and other help
for its attacks on bin Laden and his al-Qaeda training camps in
Afghanistan in 2001-02, approving of the US-led war on terror-
ism. Hasina’s Awami League supports secularism. Khaleda Zia’s
term extended through 2007.

15LOCAL GOVERNMENT

As a unitary state, the key administrative unit in Bangladesh is the
region (also popularly referred to as the district), of which there
are 21 in all. For administrative convenience, regions are grouped
into (and report through) six divisions (Barisal, Chittagong, Dha-
ka, Khulna, Rajshahi, and Sylhet), under a senior civil servant with
the title of division commander (formerly commissioner).

As of 1985, regions or districts were subdivided into zilas; in
urban areas, these were further broken down into municipalities,
wards, mohallas, and thanas, while in rural areas, the breakdown
was into upazilas (subdistricts), unions, mouzas, and villages. Un-
der that system, each region or district was under the charge of a
senior civil servant with the title of deputy commissioner; they are
appointed by the national government and are vested with broad
powers to collect revenues and taxes, assist in development activi-
ties, and maintain law and order.

In 1997, Bangladesh reorganized its local government structure
in rural areas. New legislation created a four-tier local government
system: gram (village), union (collection of villages), upazila (sub-
district), and zila (district) councils. The purpose of this reorgani-
zation was to democratize government at the grassroots level in a
process that, in theory at least, is nonpartisan. Elections for union
parishads (councils) held in December 1997 created widespread
interest, with particularly high levels of participation from wom-
en, both as candidates as well as voters. Other legislation made
the upazila level the most important tier in local government, giv-
ing the upazila council power to collect revenue, prepare its own
budget and hire its own employees. The restructuring of local gov-
ernment in Bangladesh is an ongoing process aimed at increasing
popular participation in the governmental process.

16JUDICIAL SYSTEM

The judicial system, modeled after the British system, is similar to
that of neighboring countries. Besides the 1972 constitution, the
fundamental law of the land, there are codes of civil and criminal
laws. The civil law incorporates certain Islamic and Hindu reli-
gious principles relating to marriage, inheritance, and other social
matters.

The constitution provides for an impartial and independent ju-
diciary. After the 1982 coup, the constitution was suspended, mar-
tial law courts were established throughout the country, and Lieut.
Gen Ershad assumed the power to appoint judges. The constitu-
tion was reinstated in November 1986.

The judicial system consists of a Low Court and a Supreme
Court, both of which hear civil and criminal cases. The Low Court
consists of administrative courts (magistrate courts) and session
judges. The Supreme Court also has two divisions, a High Court
which hears original cases and reviews decisions of the Low Court,
and an Appellate Court which hears appeals from the High Court.
The upper-level courts have exercised independent judgment, re-

cently ruling against the government on a number of occasions in
criminal, civil, and even political trials. The trials are public. There
is a right to counsel and right to appeal. There is also a system of
bail. An overwhelming backlog of cases remained the major prob-
lem of the court system.

The government, with the help of the World Bank, has under-
taken an ambitious project to reform the judicial system. Chang-
es include the creation of “Legal Aid Committees” to provide as-
sistance to the poor, as well as the establishing of Metropolitan
Courts of Sessions in Dhaka and Chittagong. In March 2001, the
World Bank announced the approval of a us$30.6 million credit
to assist Bangladesh in making its judicial system more efficient
and accountable. A permanent Law Commission has been created
to reform and update existing laws, and the government is com-
mitted to establishing a Human Rights Commission as well as an
Office of the Ombudsman.

"7 ARMED FORCES

In 2005, Bangladesh had 125,500 active military personnel, of
which the Army had 110,000, the Navy 9,000, and the Air Force
6,500. Paramilitary forces of border guards, armed police, and se-
curity guards totaled 126,200. The Army’s primary weapons sys-
tems included 180 main battle tanks, more than 40 light tanks,
over 180 armored personnel carriers, and over 190 artiullery piec-
es. Major naval units included 5 frigates, 33 patrol/coastal vessels,
and 4 mine warfare ships. The Air Force’s main weapons include
29 fighters and 34 fighter ground attack aircraft. Bangladesh was
attempting to improve naval command primarily to combat pi-
racy. The military budget in 2005 was $785 million.

Bangladesh participated in 11 UN peacekeeping missions.

'8INTERNATIONAL COOPERATION

Bangladesh joined the United Nations on 17 September 1974; it
belongs to ESCAP and several nonregional specialized agencies.
The country holds membership in the Asian Development Bank,
the Colombo Plan, the Commonwealth of Nations, the Organiza-
tion of the Islamic Conference (OIC), and G-77. The nation be-
came a member of the WTO on 1 January 1995. In 1985, Bangla-
desh became one of seven constituent members of the SAARC,
under which it is a signatory to the South Asia Preferential Trade
Agreement.

Soon after independence, Bangladesh signed a friendship trea-
ty with India, but relations between the two nations are often
strained. In 1997, Bangladesh signed an agreement with India on
sharing water from the Ganges River. Pakistan recognized Ban-
gladesh in February 1974, and the two have developed good rela-
tions, their past differences notwithstanding.

Generally, Bangladesh follows a nonaligned foreign policy by
but the late 1990s was seeking closer relations with other Islamic
states, ASEAN, and China. Bangladesh has offered assistance to
UN efforts in Kosovo (est. 1999), the Western Sahara (est. 1991),
Ethiopia and Eritrea (est. 2000), Sierra Leone (est. 1999), East
Timor (est. 2002), Georgia (est. 1993), Cdte d’Ivoire (est. 2004),
and DROC (est. 1999). Bangladesh also continued a healthy rela-
tionship with the United States, with which it had bilateral trade
agreements. In 1995, the country’s trade exporters association
signed an agreement with the United Nations Children’s Fund
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(UNICEF) and the International Labor Organization (ILO) under
which industry’s rampant use of child labor would be eliminated.

In environmental cooperation, Bangladesh is part of the Ba-
sel Convention, the Convention on Biological Diversity, Ramsar,
CITES, the Kyoto Protocol, the Montréal Protocol, the Nuclear
Test Ban Treaty, and the UN Conventions on the Law of the Sea,
Climate Change, and Desertification.

TECONOMY

Bangladesh lies along a river delta and has gained interest from
foreign investors in recent years because of its large potential natu-
ral gas reserves. However, with the highest population density of
any country except city-states like Singapore, its cultivated land
is overcrowded, undercapitalized, and dominated by subsistence
farmers. Over 60% of the country’s total land area is cultivated.
Although half of the nation’s gross domestic product comes from
the services sector, about 63% of the economically active popu-
lation subsists on agriculture. Growth rates have not been high
enough to eliminate substantial poverty; it is estimated that 45%
of the population lived below the poverty line in 2004. Neverthe-
less, signs of modest improvement in the economy have been evi-
dent during the past decade, with growth occurring at a steady
5.2% rate over the past several years. Despite this improvement,
Bangladesh’s reliance on agriculture makes its economy extremely
vulnerable to cyclones, floods, and droughts. Changes in world
commodity prices also have a strong effect on the country’s eco-
nomic condition. Agriculture accounts for 20.5% of the country’s
GDP, with services comprising 52.8% and industry 26.7%.

The prospect of return to elected government in 1990 helped
produce an upsurge in growth in 1989/90 of 6.6%, but in 1990/91
the combined effects of the Gulf War, domestic political distur-
bances, and a devastating cyclone resulted in a drop in the GDP’s
growth rate to 3.4%. Pursuit of further stabilization and structural
adjustment measures by the government in 1991 allowed Bangla-
desh to weather these crises, strengthen its revenue base, bring
inflation to a record low of 1.4% in 1993, and maintain a good
balance of payments position. However, political instability and
a lack of continued economic reforms pushed inflation to 5.2% in
1995. Sluggish development investments, limited growth in man-
ufacturing, and bureaucratic inefficiency persisted. The election
of the Awami League government helped calm the political situa-
tion, and the economy responded. GDP grew 4.7% in 1996, while
inflation eased to 5.04%.

In 1997, the government’s delay in instituting reforms threat-
ened to slow economic advances. Inflation rose to 7%, while
GDP slowed to 4%. Although the Awami League promoted the
exploration, distribution and manufacture of oil and gas in Ban-
gladesh in the late 1990s, exploration has been delayed by politi-
cal squabbles over how foreign companies would participate. The
economy grew strongly during 1998, with real growth reaching
5.4%. Growth slowed to 4.9% in 1999, and to 3.4% in 2000. The
global economic slowdown, and the after-effects of the 11 Sep-
tember 2001 terrorist attacks on the United States, combined with
continuing internal political turmoil initially brought economic
growth almost to a halt in Bangladesh, with an estimated growth
rate of 1.6%. Although Bangladesh’s growth rate improved to 5.2%
in the early 2000s, severe flooding in 2004 damaged crops and in-
frastructure, illustrating once again the country’s vulnerability to

natural disasters. As of 2005, Bangladesh experienced an inflation
rate of 6%, and its public debt comprised 46.1% of its GDP. Al-
though the country received $30 billion in foreign aid and loans
since 1971, nearly half of its people continue to live below the pov-
erty line. Both the IMF and World Bank predicted that Bangla-
desh would not be able to ease poverty significantly until annual
growth reached 7-8%.

20INCcOME
The US Central Intelligence Agency (CIA) reports that in 2005
Bangladesh’s gross domestic product (GDP) was estimated at
$299.9 billion. The CIA defines GDP as the value of all final goods
and services produced within a nation in a given year and com-
puted on the basis of purchasing power parity (PPP) rather than
value as measured on the basis of the rate of exchange based on
current dollars. The per capita GDP was estimated at $2,100. The
annual growth rate of GDP was estimated at 5.2%. The average in-
flation rate in 2005 was 6.7%. It was estimated that agriculture ac-
counted for 20.5% of GDP, industry 26.7%, and services 52.8%.
According to the World Bank, in 2003 remittances from citizens
working abroad totaled $3.191 billion or about $23 per capita and
accounted for approximately 6.1% of GDP. Foreign aid receipts
amounted to $1,393 million or about $10 per capita and account-
ed for approximate