ASSESSMENT OF ECONOMIC
AND EXPORT DIVERSIFICATION

AZERBAIJAN

ASSESSMENT
OF ECONOMIC AND EXPORT
DIVERSIFICATION

AZERBAIJAN
This report has been prepared in the frame of
ƚŚĞƉƌŽũĞĐƚƐďǇWƵďůŝĐƐƐŽĐŝĂƟŽŶĨŽƌƐƐŝƐƚĂŶĐĞ
to Free Economy “Assessment of Economic
ĂŶĚǆƉŽƌƚŝǀĞƌƐŝĮĐĂƟŽŶŝŶǌĞƌďĂŝũĂŶ
ĂŶĚ<ĂǌĂŬŚƐƚĂŶ͟;Zt/ͿĂŶĚ^ƵƉƉŽƌƚĨŽƌ
ĐŽŶŽŵŝĐ/ŶŝƟĂƟǀĞWƵďůŝĐhŶŝŽŶ͞ƐƐĞƐƐŵĞŶƚ
ŽĨĐŽŶŽŵŝĐĂŶĚǆƉŽƌƚŝǀĞƌƐŝĮĐĂƟŽŶ
KƉƉŽƌƚƵŶŝƚǇŝŶǌĞƌďĂŝũĂŶ͟;K^/&Ϳ

Authors:

Kanan Aslanli
Zohrab Ismayil
Rovshan Aghayev
ǌĞƌDĞŚƟǇĞǀ

Edited:

&dƌĂŶƐůĂƟŽŶ>>^

&ƵŶĚĞĚďǇZĞǀĞŶƵĞtĂƚĐŚ/ŶƐƟƚƵƚĞ

ΞWƵďůŝĐƐƐŽĐŝĂƟŽŶĨŽƌƐƐŝƐƚĂŶĐĞ
to Free Economy, 2013
www.freeeconomy.az

Cover photo belongs to www.bp.com

CONTENTS
Abbreviations ................................................................................................................................3
Summary .......................................................................................................................................5
1. Introduction (Key Concepts and Methodology) ................................................................10
2. Macroeconomic Environment ...............................................................................................13
řǯȱȱȱ¡ȱęȱ¢ ......................................................................22
řǯŗǯȱȱȱȱȱȱ¡ȱę ........................................22
řǯŘǯȱȱęȱȱȱ...................................................22
řǯřǯȱ ȱȱĜȱȱȱȱȱ
ȱȱȱȱȱȱȱ¡ȱę..........................................................................................................27
řǯŚǯȱ ȱȱȱȱȱę ............................................................29
řǯśǯȱ ȱȱȱȱȬȱȱȬȱ
Expenditure Strategy ...........................................................................................................33
3.6. Studies of International Organizations and Research
ȱȱȱȱȱȱȱȱȱȱęȱȱ£ .......................................................37
řǯŝǯȱȱȱȱę ............................................................................46
Śǯȱ ȱȱęȱ¢ȱȱ .......................................................................51
4.1. Financial Sector.....................................................................................................................51
4.2. Infrastructure Investments .................................................................................................62
4.3. Human Capital .....................................................................................................................70
4.4. Innovations............................................................................................................................78
Śǯśǯȱ ȱȬȱ ¢ȱ ..........................................................................................84
4.6. Agriculture ............................................................................................................................96
Śǯŝǯȱ................................................................................................................................105
śǯȱȱȱęȱ¢ȱ ..............................................................112
śǯŗǯȱȱęȱ  ...............................................................................112
śǯŘǯȱȱ¡ȱęȱ  .........................................................................119
ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION

3
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SUMMARY
ȱȱ¢ȱ£ȱȱȱęȱȱ¢ȱȱ
as a process in which a growing range of economic outputs is produced.
ȱȱȱȱȱęȱȱ¡ȱȱȱęȱȱ
income sources away from domestic economic activities. ¡ȱęȬ
cation refers to a set of policies aimed at changing the shares of particular
goods in the existing export basket, introducing new goods to the export
ȱȱȱȱȱ ȱȱǯȱȱȱȱ
ȱęȱȱȱ Ǳȱȱǻhuman capital, physical
capital and natural resourcesǼǰȱȱȱ ȱȱĜȱ
use of resources, infrastructure, sustainable institutional and structural
ǰȱȱĚ¡¢ȱȱȱȱĚ ǰȱȱ ȱȱȱȱ
ȱ ¢ǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
resources face while diversifying the structure of their economy and exȬ
port basis stem from drawbacks associated with formation and impleȬ
mentation of relevant policies, institutional barriers of both political and
economic nature, dysfunctional development motives driven by market
ǯȱȱȱȱȱȱȱȱȱȱȱȱ
ȱȱ¢ǰȱȱȱȱ¡ȱęȱȱȱ
ȱȱȱ£ȱ¢ǯȱ
As a result of increased oil and gas production and exports in the country together
ȱȱȱȱȱȱ ȱǰȱȱȱȱȱȱĚ ȱȱ
ȱ¢ȱȱŘŖŖśǯȱȱ ȱ ȱ ȱȱȱȱȱȱȱȱ
ȱȱȱȱ¡ȱȱ ȱȱȱȱȱȱȱĚ ȱȱ
ȱ¢ǯȱȱŘŖŗŖǰȱȱȱȱȱ ȱȱȱǰȱȱȱ ȱ
 ȱ ȂȱȱȱȱȬȱǯȱ ȱ ȱȱȱȱ Ȭ
er growth rates would also bring about slower growth in terms of investments,
ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION
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ȱȱȱȂȱǯȱȱ¡ȱȱȱȱ
to adopt suitable policies and strategies towards economic and export diversiȬ
ęǯȱȱ ȱȱȱȱȱȱȱȱȱȱ
ȱ ŘŖŖŖȬŘŖŗŗȱ ȱ ȱ ȱ ęȱ ȱ ¢ȱ ȱ ¢ȱ ȱ
in all the papers of the government’s economic policy. By generalizing these
papers, it is possible to conclude that the government focused on the following
ęȱȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱ
ęǱ
ǼȱȱǻȬ ȱȱĴȬǼ
Ǽȱ¢ȱȱęȱ¢
ǼȱȱǻǼǰȱȬ ȱȱ ȱ¢ȱ
d) Consumer goods industry, including textile and silk-growing
e) Manufacture of construction materials
f) Chemical industry
g) Instrumentation manufacturing industry
h) Tourism
i) Electricity production
j) Communication and IT
k) Education related to “Human Capital” development
ȱ ȱȱ ȱȱȱȱȱȱȱȱȬ
ęȱȱȱ ȱǱȱ¡ȱȱȱȬ
ȱȱȬȱǲȱȱȬȱȱ¡ȱȱ¢ȱ¡ȱ
ȱ Ȭȱ ǲȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱ ȱ ȱ ȱ ¢ǲȱ ȱ ȱ ȱ Ȭȱ Ȭ
ucts through utilization of information and communication technologies and adȬ
vanced production technologies. Also, government has already established variȬ
ȱȱȱȱȱȱȱęȱǯȱǰȱȱ
government has not taken adequate measures towards establishing an investment
ȱ¢ȱȱȱęǰȱȱȱȱȱȬ
ȱȱȱȱȱȱȱĜȱȱȬĜȱǯȱ
Accordiȱȱȱ¡ȱȱȱȱěǰȱȱ¡Ȭ
tive bȱȱ£ȱȱȱȱȱȱȱȱěȱ
ȱȱȱŘŖŖřȬŘŖŗŖǯȱ ȱȱ¢ȱȱȱȱȱȱȱ
climate in the country and eliminate bureaucratic aȱęȱȱȱȬ
6
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eign trade. A program of new structural reforms should be designed and impleȬ
menteȱȱȱȱěȱȱȱǯ
It has become a challenging issue to link overall economic priorities with the budȬ
ȱȱȱȱ¢ȱȱ£ȱȱȱ¢ȱȱȱ
ȱȱȱ ȱȱȱȱ¢ȱȱęȱȱȱȱȬ
omy. Along with rapidly increasing oil funds entering the country in recent years
ȱȱȱęȱȱȱǰȱȱȱȱȱȱȬ
ȱȱęȱȱȱȱȱȱȱȱȱȱȱ
ȱǯȱȱȱȱǰȱȱ£ǰȱ¢ȱȱȱȬ
ȱȱ¡ȱ ȱǻ). In case where there is inconsistency
 ȱ ȱ ¢ǰȱ ȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ
way out and this framework document is prepared prior to the traditional budget
ȱȱȱȱȱ¢ȱȱȱȱȱȱȱęȱȬ
ȱ ȱȬȱȱȱǯȱ ȱȱȱȱ ȱ
Ĵȱȱ¢ǰȱȱȱ¢ȱȱěȱȱȱȱ
of budgets in both directions. Otherwise a country can face serious challenges
ȱȱȱȬȱȱȱȱȱęȱȱęȬ
cation plans and programmes.
ȱ¢ȱȱȱȱȱęȱȱ£ȱ ȱ
that national currency appreciation against foreign currencies, poor governance,
poor strategic approach, poor involvement of social players in the process, low
Ĝ¢ȱ ȱ ǰȱ Ȭ¢ȱ ȱ ¢ȱ ȱ ȱ ȱ ǰȱ ȱ
ȱȱ¡ȱȱȱȱȱȱȱȱȱȱ
¢ȱěȱȱȬȱȱǯȱȱȱȱȱȱȱ
ȱȱȱęȱȱȱǰȱȃȱȄȱ ȱ
ȱ ȱ£ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ¢ȱ
against leading currencies of dollar, Euro and pound sterling from early 2006 to
early 2012.
ȱ¢ȱ ȱ ȱȱȱ¡ȱęȱȱȱ
ȱĴȱȱǯȱȱĜȱęȱȱȱȬ
prises, lack of qualitative human capital due to chronic problems in education
and health, misuse of public funds, as well as inadequate government support are
ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION
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¢ȱȱȱȱȱȱȱȱ£ǯȱȱ
ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢Ȭ
ȱȱȱȱȱǯȱȱȱȱȱ¢ȱ
in overall and industrial exports, and trend of end industrial goods in overall exȬ
port proved to be downward during the past 15 years.
ȱĜȱęȱȱȱȬȱȬ
ǰȱ£ȱ¢ȱȱȱȱȱȱȱ¡ȱȱȱ
agriculture and a large variety of agricultural products. Despite extended agriculȬ
ȱȱȱȱȱȱȱȱęȱȱȱ
ȱȱȱȱěȱǰȱȱȱȱȱȱȱ
¢ȱȱȱȱęȱȱ¡ȱ¢ȱȱ ȱȬ
ǱȱǻŗǼȱȱ¢ȱȱȱȱȱȱ¢ȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǲȱ ǻŘǼȱ ¢ȱ ȱ
ȱȱ ȱȱ£ȱȱǲȱǻřǼȱȱȱȱ
ȱȱȱ ȱȱ¢ǰȱȱȬǰȱȬȱȱȬȱȱȱȱ
ȱȱȱȱ¢ǲȱǻŚǼȱĜ¢ȱȱȱȱȱȱȱȱ
not been ensured. Also, lack of necessary coordination among public agencies in
the implementation of tourism policy, still inadequate tourism infrastructure, inȬ
creased prices of goods and services in the country and such factors as steady apȬ
ȱȱȱ¢ȱ¢ȱěȱȱȱȱ
ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ęȱ ȱ Ȭȱ ǯȱ ¡ȱ
measures should be taken in strategic planning, visa and boundary regime, licensȬ
ȱȱęǰȱȱȱȱȱȱ¢ȱ
in order to accelerate development of tourism sector.
¢ǰȱȱȱȱȱȱȱȱȱ£ȱ¢ǰȱ¡Ȭ
¢ȱȱȱ ǰȱŝśƖȱȱȱȱȱşŚƖȱȱ¡ȱȱȱȱȱȱǯȱ
Whereas sectoral concentration index ( ęȱ¡Ǽȱȱ£ȱȱ ȱȱ
ŘŖŖŖȱ ȱŖǯŗřŞŗǰȱȱȱȱȱȱȱŘŖŖśǯȱȱęȱȱŖǯřŖşȱ
ȱ ŘŖŖŝǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ǯȱ ǰȱ ȱ ŘŖŖŝǰȱ ęȱ ¡ȱ ¢ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱŖǯŘřŝȱȱŘŖŗŖǯȱȱ¡ȱȱȱŖǯŘŖŞŗȱȱŘŖŖşǰȱ ȱ
was due to decreased price of oil in the world market, resulting in decreased share
ȱȱȱȱ ǯȱȱȱȱ¡ȱęȱȱ£ȱȱȱ ǯȱ
ȱ ęȱ¡ȱȱȱȱȱ¡ȱȱȱ
8
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products was 0.366 in 2000, it reached its highest of 0.858 in 2008 and was 0.747
ȱŘŖŗŗǯȱȱȱ¡ȱȱŘŖŖŞȱȱŘŖŗŗǰȱşŘǯśƖȱȱŞŜǯŘƖǰȱ¢ǰȱ ȱȱ
ǯȱȱǰȱȱȱȱȱȱȱşŚǯřƖȱȱȱ¡ȱ
ȱ£ȱȱŘŖŗŗǯȱ£ȱ¢ȱȱȱǻrevealed comparative advantage - RCA) in crude oil exports making up a substantial part of overall
exports and taking into account the quality of crude oil products, competitiveness
ȱǯȱę¢ȱȱ¡ȱȱȱȱǯȱȱȱ ǰȱȱȱ
ȱęȱȱȱȃ¡ȱȄȱ ȱȱȱ¢ȱȃȄȱȬ
ęȱǻŗřşşřȱȱ£ȱ ȱĚȱȱȱȱȱ¡ȱ).
ȱȱȱȱȱȱȱȱȱȱȱȃ¡ȱȄȱȱ£Ȭ
ȱȱ¢ȱ ȱȱȱȬęȱȱ ȱȱȱ
ȱ ¢ǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡ȱ ȱ
ȱ ȱ ȱ ȱ ęȱ ȱ ȱ ȱ ¢Ȃȱ ¡ȱ ȱ ȱ ȱ
innovative products into the market. While determining development priorities
ȱȬȱǰȱȱȱȱ¢ȱȱȱȱȱȱȱȱȱ
considered along with export and import substitution potential of the sectors.
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1. INTRODUCTION
(Key Concepts and Methodology)

The United Nations Framework Convention on Climate Change deȬ
ęȱȱęȱȱȱȱȱ ǱȱȱȬ
ęȱȱ¢ȱȱȱȱȱȱ ȱȱ ȱȱȱ
ȱȱȱǯȱ ȱȱȱȱȱęȱȱȬ
ȱȱ¡ȱȱęȱȱȱȱ ¢ȱȱȱ
ȱȄǯ1 ¡ȱęȱȱȱȱȱȱȱȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡ȱ ¡ȱ , introȱ  ȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ  ȱ ȱ
markets2ǯȱ ȱ ȱ ȱ ȱ ęȱ ȱ ȱ  Ǳȱ
capital (human capital, physical capital and natural resources), competitive
ȱ ȱȱĜȱȱȱǰȱǰȱȬ
ȱȱȱȱǰȱȱĚ¡¢ȱȱȱȬ
ȱĚ ȱȱǰȱȱ ȱȱȱ¢ǯ
ȱȱȱęȱęȱȱŘŖŗŗǰȱȱȱȱȱśŗǯŝƖȱȱ ǰȱşŘƖȱ
ȱ ȱ ¡ǰȱ ŝŖƖȱ ȱ ȱ ǰȱ Ȭȱ ȱ ȱ ǯȱ
With increased opportunities of natural gas exports, the whole country economy
ȱȱȱȱȱ¡ȱȱ¢ȱǯȱȱȬ
ȱȱ¢ȱȱȱȱȱȱȱȱȱ
 ȱǯȱȱȱȱȱȱȱȱȱ¢ȱŗŖǯśƖȱȱȱȬ
ȱ¢ȱŘǯŘƖȱȱŘŖŗŗǰȱȱ£ȱ¢ȱ ȱȱ ȱȱ ȱ
ȱȱȱȱȱȱŗśȱ¢ȱǻŖǯŗƖǼǯ
1

ഩhttp://unfccc.int/adaptation/nairobi_work_programme/programme_activities_and_work_areas/
items/3994.php

Ϯഩ

ŬƌĂŵƐĂŶŽǀ͘ĐŽŶŽŵŝĐĚŝǀĞƌƐŝĮĐĂƟŽŶ͘^ĞŶŝŽƌĐŽŶŽŵŝƐƚ͕Zt/͕:ƵůǇϮϬͲϮϮ͕ϮϬϭϭ͕/ƐƚĂŶďƵů
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king into account dependenȱȱ£ȱ¢ȱȱȱȱȱȱȱ
terȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ  ǰȱ ȱ ȱ
product, exports and budget revenues and the necessity of achieving economic
ȱ¡ȱęǰȱȱȱ¢ȱȃȱȱȱȱ¡ȱ
ęȄȱȱȱȱȱȱȱȱȱȱȱ¢ȱȱ
ȱȱȱȱ ǰȱǯȱȱ¢ȱ¢ȱȱȱȬ
tion and analysis of necessary statistics.
ȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱȱ
natural resources face while diversifying the structure of their economy and exȬ
port basis stem from drawbacks associated with formation and implementation
of relevant policies, institutional barriers of both political and economic nature,
weak motivation for developing free market mechanisms. So the research study
ȱȱ ȱȱȱȱȱȱ¡ȱęȱȱ£Ȭ
ȱȱ ȱȱȱȱ¢£ȱȱȱȱȱȱȱȱ
ȱ ǯȱ ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ǯȱ ǰȱ ȱ  ȱ ȱ ǰȱ ȱ ęȱ ȱ ȱ
ȱ ȱ

ȱ Ĝȱ ȱ ȱ ȱ ȱ  ȱ

ȱȱȱęȱȱȱȱȱȱęȱ¢ȱ
(policy inputs). In addition, the paper also examines boundaries and priorities of
ȬȱȱȬȱȱ¢ǰȱȱ ȱȱȱȱȱȬ
ęȱȱ£ȱ Ĵȱ¢ȱȱȱ£ȱȱȱ
ǯȱ ȱȱǰȱȱȱȱȱȱȱȱȱěȱȬ
ęȱȱ¢ǯ
ȱȱȱȱ¢ȱȱȱȱȱęȱ¢ȱǻpolicy
outputs), the paper also explores the state investment into infrastructure, human
ȱ ȱ ȱ ȱ  ȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ
Ȭȱȱęǰȱȱȱ¢ǰȱ¢ǰȱȱȱȬ
try, chemical industry, agriculture and tourism, presenting obstacles that hinder
ȱěȱǯ
ȱȱȱȱȱȱȱȱȱȱ¡ȱęǰȱ
ȱȱȱȱȱȱ¢ȱȱęȱ¢ȱǻpolicy
outcomesǼǯȱ ȱȱȱȱȱȱȱȱ¡ȱęȱ
¢£ȱȱȱǱ
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1. Natural resource dependence indicators
ŗǯŗǯȱȱȱȱȱȱ ȱ
1.2. Share of resources in overall budget revenues
Řǯȱȱęȱ
Řǯŗǯȱȱȱ ȱȱȬȱȱȱȱŗstȱęȱ
2.2. Sectoral distribution of employment at the 1stȱęȱ
Řǯřǯȱ ęȱ¡ȱȱȱȱȱ ȱȬȱ
ŘǯŚǯȱ ęȱ¡ȱȱȱȱȱ¢
řǯȱ¡ȱęȱ
řǯŗǯȱȱȱŗŖȱȱ¡ȱȱȱȱ¡
řǯŘǯȱ ęȱ¡ȱȱ¡ȱ
3.3. Share of exports of raw resources (resource) in overall exports
4. Product improvement indicators
ŚǯŗǯȱȱȱȬ¢ȱ¡ȱȱȱ¡ȱ
4.2. Measure of export completion
ŚǯřǯȱȱȱȬȱȱȱȱȱ¡ȱ
ȱ ȱ ¢ǰȱ ¢ȱ ȱ ȱ ȱ ȱ ¡ȱ Ȭ
ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǻState StaȱĴ), UNO trade statistics and metadata of World Bank. Along with
ęȱȱȱȱȱȱȱȱǰȱ¢ȱȱ
ǻȱȱȬǼȱȱȱěȱȱȱȱȱ
ȱȱȱĚǯ

12
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2. MACROECONOMIC
ENVIRONMENT
ȱ ȱ ȱ ȱ ŗşşŗǰȱ £ȱ ȱ ȱ ¢ȱ ȱ
was planned as part of the single central planning of the USSR. During
ȱȱǰȱ£ȱȱȱ ȱ¢ǰȱ¢ȱȱ
ȱȱǯȱ ȱȱȱȱǰȱ£Ȃȱ¢ȱ
ȱ¢ȱȱȱȱȱ¢ȱ¡ǯȱǰȱ ȱȱ
ȱȱ¢ȱȱȱȱǰȱȱȱ¢ȱȱȬ
terprises in the country discontinued their operations and the country
ȱȱȱȱȱǯȱǰȱȱŗşşŘȱȱ ȱȬ
ated in the country with national currency introduced to the circulation
and economic reforms were launched. However, political instability and
ȱ ȱȱȱȱȱȱȱǯȱȱŗşşŘȬŗşşŜȱ
¢ȱȱ£ȱ¢ȱȱǰȱ¢ȱȱ ǰȱ
ȱĚȱȱ¢ȱǱȱȱȱȱȱ
ȱȱȱȱ ȱ ȱȱȱȱ¢ȱȱȱȬ
¢ȱ ȱśǯŘƖǰȱȱȱȱĚȱ ȱȱŞŘŝǯŝƖ3.
ȱ ȱ ŗşşŚȱ ȱ ȱ£ȱ ȱ ȱ ęȱ ȱ ȱ
ȱȮȱ£ȬȬ ȱȱȱȱȮȱȱȱȬ
ber of international oil contracts reached 20 in the subsequent years, which proȬ
ȱȱȱȱȱȱȱęȱȱȱȱǯȱȱȱ
led to higher interest of foreign investors in the country’s economy, especially
ȱȱǰȱȱȱȱĚ¡ȱȱȱȱȱȱ¢ǯȱǰȱ
launched in 1995, privatization of state properties became widespread actually in
1997 with private sector starting to expand. As a result, soon it was possible to halt
ȱȱȱȱ ȱ ǰȱȱ ȱȱȱȱȱǱȱ
3

ഩǌĞƌďĂŝũĂŶŽƵŶƚƌǇĐŽŶŽŵŝĐDĞŵŽƌĂŶĚƵŵͲEĞǁ^ŝůŬZŽĂĚ͗ǆƉŽƌƚͲ>ĞĚŝǀĞƌƐŝĮĐĂƟŽŶ͘tŽƌůĚĂŶŬƉĂƉĞƌ͘
WĂŐĞϱϱ͘ĞĐĞŵďĞƌϮϯ͕ϮϬϬϵ
ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION

13

ȱŗşşŝȬŘŖŖŖȱ¢ǰȱȱȱȱŞǯŜƖȱ ȱȱ ȱ ȱǰȱ ȱ
ȱĚȱ ȱȱ¢ȱȱȱŗƖȱĚȱ4.
ȱ ȱ ȱŚǯŝȱȱȱȱŘŖŖŖǰȱȱ ȱȱȱŗŘǯśȱȱǰȱȱŘǯŝȱ
times.
ȱŗǯȱ ȱ ȱĴȱȱŘŖŖŖȬŘŖŗŗȱ¢5 (in million manats)

As a result of increased oil and gas production and exports in the country and
ȱȱȱȱȱ ȱǰȱȱȱȱȱȱĚ ȱȱȱ
country since 2005. While oil production was 15.6 million tons in 2004, it went
ȱȱŘŘǯŘȱȱȱŘŖŖśǰȱřřǯřȱȱȱŘŖŖŜȱȱŚŘǯŜȱȱȱȱŘŖŖŝǯȱȱ
£ȱȱ ȱȱŘŖŖŞȱ ȱřŞǯŖȱȱǯȱȱȱȱ ȱęȱȱȱ
ȱȱȱȱȱȱȱ ȱǰȱȱȱ ȱȱ¢ȱŘǯŚȱ
billion manats in 2009 compared to the previous year. However, it started to grow
ȱȱŘŖŗŖȱ ȱ ȱ ȱȱŚŗǯŜȱȱǯ
ȱ ȱ ȱ ȱȱȱȱȱȱȱȱȱȱȱȱ
¡ȱȱ ȱȱȱȱȱȱȱĚ ȱȱȱ¢ǱȱȱȬ
ȱ ȱ ȱȱ ȱ¢ȱşȬŗŖƖȱȱŘŖŖŖȬŘŖŖŚȱ¢ǰȱȱȱŘŜǯŚƖȱȱ
4

ഩǌĞƌďĂŝũĂŶŽƵŶƚƌǇĐŽŶŽŵŝĐDĞŵŽƌĂŶĚƵŵͲEĞǁ^ŝůŬZŽĂĚ͗ǆƉŽƌƚͲ>ĞĚŝǀĞƌƐŝĮĐĂƟŽŶ͘tŽƌůĚĂŶŬƉĂƉĞƌ͘
WĂŐĞϱϱ͘ĞĐĞŵďĞƌϮϯ͕ϮϬϬϵ

5

ഩwww.azstat.org
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ŘŖŖśǰȱřŚǯśƖȱȱŘŖŖŜǰȱȱŘśǯŖƖȱȱŘŖŖŝǯȱȱŘȱ¢ȱ ȱȱȱȱȱ
ȱȱȱǰȱ ȱ ȱȱȱȱǯ
ȱŘǯȱ ȱ ȱȱȱŘŖŖŖȬŘŖŗŗȱ¢6 (in percentage)

Beginning fromȱ ŘŖŖŞȱ ȱ ȱ ȱ ¢ǰȱ ȱ ȱ Ěȱ ȱ
ȱĴeȱȱ ȱ Ǳȱ ȱȱȱ¢Ȃȱ ȱ ȱȱŗŖǯŞƖȱȬ
¢ȱȱŘŖŖŞǰȱşǯřƖȱȱŘŖŖşǰȱȱśǯŖƖȱȱŘŖŗŖǯȱ ȱȱȱȱȱȱȱ
ȱȱȱȱȱŝȬŞƖȱȱ ȱ¢ȱȱȱȱȱȱȱ
of doubling the country’s economy in the next 10 years7ǯȱȱȱȱȱȱ
ȱ ȱȱȱǰȱȱ ȱ ȱȱ¢ȱȱȱȬȱǯȱ
Over the last 10 years, higher oil revenues have resulted in rapid increase in public
Ǳȱ ȱȱȱȱ¡ȱȱȱŗǯřȱȱȱŘŖŖřǰȱ
2.1 billion in 2005, they went up to 11.8 billion manats by the year 2010, or 15.4
times more than in 2000, and 5.5 times more than in 2005.
Starting from 2002, growth rate of state budget spending exceeded both real and
ȱ ȱ ȱȱȱȱ¢ȱ ȱȱȱȱȱ¢ȱŘŖŖśȬŘŖŖŞǯ

6

ഩDŝŶŝƐƚƌǇŽĨĐŽŶŽŵŝĐĞǀĞůŽƉŵĞŶƚŽĨƚŚĞwww.economy.gov.az

7

ഩŚƩƉ͗ͬͬǁǁǁ͘ƉƌĞƐŝĚĞŶƚ͘Ăǌ
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ȱřǯȱ  ȱȱȱȱȱ ȱȱ
ŘŖŖŖȬŘŖŗŗȱ¢ȱǻȱwith the preceding years, in percentage)

ȱǰȱȱȱȱȱȱȱȱȱȱĚȱȬ
ǯȱȱȱȱ¡ȱǻ Ǽȱȱȱ¢ȱ ȱŘǯŘȱƖȱȱŘŖŖřǰȱȱ ȱ
ȱȱŜǯŝȱƖȱȱŘŖŖŚǰȱŗŜǯŝȱƖȱȱŘŖŖŝǰȱȱŘŖǯŞȱƖȱȱŘŖŖŞǯȱȱȱŗǯśȱƖȱȱŘŖŖşǰȱ
 ȱȱȱȱȱȱȱŘŖŗŖǯ
ȱȱ ȱȱȱȱȱȱȱȱ ȱǱȱ
from 2002 to 2008 prices increased, and despite the dramatic fall in 2009 due to the
oil prices, the prices resumed to go up markedly again from 2010.
Ěȱȱ¢ȱȱ ȱȬȱȱ ȱ ǰȱǯǯǰȱȱȱ
ȱǰȱȱŘŖŖśȬŘŖŗŖǰȱ ȱȱȱȱ ȱȱŞşƖǰȱ
ȱȱ ȱĚȱȱ ȱ ȱ ȱȱŗŜȱƖȱȱȱȱȬ
ǯȱǰȱĚȱȱȱŝşȱƖȱȱȱȱ ǰȱşŜȱƖȱȱȱ
ȱ ǰȱŝŜȱƖȱȱȱ¢ȱ ǰȱȱŘŘȱƖȱȱŘȱ¢ȱ¢8.

8

ഩ,QÀDWLRQUHYLHZRIWKH&HQWUDO%DQNRI$]HUEDLMDQ±www.cbar.az
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ȱŚǯȱȱȱ¡ȱȱȱ¢Ȃȱ¢ȱȱ
ȱȱȱŘŖŖŗȬŘŖŗŗȱȱȱȱȱǻ Ǽȱ
ȱȱȱ9ȱȱǻȱ ȱȱȱ¢ǰȱȱǼ

ȱśǯȱ Ěȱȱȱȱ ȱ ȱȱȬȱǰȱ
ȱŘŖŖśȬŘŖŗŗȱ¢ȱǻȱǼ

9

ഩwww.azstat.org
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Econometric computations of CBAR reveal suggestion that while monetary factor
ǻȱ ȱ ¢ȱ ¢Ǽȱ ȱ ȱ śŖǯŜȱ Ɩȱ ȱ ȱ Ěȱ ȱ ŘŖŖŞǰȱ ȱ Ȭ
ȱȱŗŘǯśƖȱȱŘŖŖşȱȱŚŜǯŞƖȱȱŘŖŗŖǯȱȱȱȱĚȱ ȱĴȱ
ȱȬ¢ȱǯȱȬ¢ȱȱȱ¢ȱȱĚȱ
and administrative price increases.
ȱȱȱȱȱĴȱęǰȱȱȱŘŖŖśǰȱ¢Ȃȱ
 ȱ ȱȱ¢ȱŝŗǯŗƖȱȱŘŖŗŖǰȱȱŞŞǯŚƖȱȱ ȱȱěȱȱŞşǯŖƖȱȱ
 ȱȱȱǯȱ
ȱŜǯȱȱȱĚȱȱȱȱȱŘŖŖśȱǻŗŖŖƖȱȱŘŖŖśǼ

ȱȱȱ ȱȱȱȱȱȱ¢ȱęȱȱȬ
creases, which is risky for businesses, especially for small and medium enterprises.
ȱȱȱȱȱĚ¡ȱȱȱǰȱȱȱȱȱȱȱȱ ȱ
ȱȱȱȱȱȱȱȬ¥ȬȱȱȱǻȱȱǼǰȱ
as a result of which manat appreciated only slightly by the end of 2010 compared
with the year 2000.
Studies of National Budget Group10 reveal that the overall appreciation of nomiȬ
ȱěctive exchange rate (NEER) comprised 6 per cent 2010 compared to 2009.
10

ഩƉƉƌĂŝƐĂůŽĨDĂĐƌŽĞĐŽŶŽŵŝĐŶǀŝƌŽŶŵĞŶƚŝŶǌĞƌďĂŝũĂŶŝŶϮϬϭϬ͘ŶĂůǇƟĐĂůZĞǀŝĞǁ͘ĂŬƵ͕E'͕ϮϬϭϭ
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ȱȱȱȱȱȱȱȱȱȱȱ ȱ
ȱŚǯŘȱƖȱȱ ȱŘŖŖŖǯ

ȱŝǯȱȱȱȱǻŗŖŖƖȱȱŘŖŖŖǼ

ȱŞǯȱȬȱȱȱȱǻŗŖŖƖȱȱŘŖŖŖǼ
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ȱěȱ¡ȱȱǻǼȱȱȱȱȱȱŘŖŗŖȱȱȬ
ȱȱ¢ȱŗŖǯŜƖȱȱ ȱŘŖŖşǯȱȱȱȱȱ ȱŚŞǯŞƖȱ
ȱ ȱŘŖŖśǰȱȱŘŝǯŝƖȱȱ ȱŘŖŖŖǰȱ ȱȱȱȬ
tions about oil dollars appreciating manat were actually the case. Even though
Ȭȱȱȱȱ ȱȱĴȱǻȱȱȬ
ȱȱȬȱǼǰȱȱȱȱ ȱŚǯŞƖȱȱŗśǯřƖȱȱ ȱ
2009 and 2000 respectively11.
ȱȱȱ¢ȱȱȱ£ȱȱ ¢ȱȱȱȬ
ȱ ȱȱȱȱȱȱȱǰȱ¢ȱȱȱ£ȱȱ
ȱȱŚşǯŖƖȱȱŘŖŖŖȱȱşǯŗƖȱȱŘŖŗŖǯȱ
ȱşǯȱĜȱ¢ȱȱȱ£ȱǻȱǼ

ȱȱȱȱȱȱ£ȱȱŘśǯŜȱȱȱȱŘŖŗŖȱ
ȱȱŜŗǯśȱƖȱȱȱȱ 12ǯȱǰȱȱȱȱȱȱ
the country was 2866 manats and the average per employee monthly salary comȬ
ȱřŘśȱǯȱȱ ȱȱȱȱȱȱȱ¢ȱŗŗǯřƖȱ
and per capita increase in incomes was largely due to incomes from business acȬ
11

ഩ ƉƉƌĂŝƐĂů ŽĨ DĂĐƌŽĞĐŽŶŽŵŝĐ ŶǀŝƌŽŶŵĞŶƚ ŝŶ ǌĞƌďĂŝũĂŶ ŝŶ ϮϬϭϬ͘ ŶĂůǇƟĐĂů ZĞǀŝĞǁ͘ ĂŬƵ͕ E'͕ ϮϬϭϭ
www.nbg.az
12

ഩ ĞŶƚƌĂůĂŶŬ͘DŽŶĞƚĂƌǇWŽůŝĐǇZĞǀŝĞǁϮϬϭϬ͘ĂŬƵͲϮϬϭϬ
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ǰȱȱȱȱȱȱǯȱȬȱȱȱǻřřǯŝƖǼȱȱ
£ȱȱȱ¢ȱ¢ȱȱȱȱŗŖŖȱȱȱ¢ȱŘŖŗŖǯȱ
ȱȱ ȱȱ£ȱȱȱȱȱȱȱȱ¢ǯȱȱ
ȱȱȱ¢ȱȱȬȱȱȱȱȱ ȱȱȱ
slow down after a certain period. Such a tendency is also stressed as one of the
ȱȱȱȃresource-curse” ǯȱȱȱȱ ȱȱȱ¡ȱ
¢ȱȱǱȱ
Ȋȱ Slowdown in oil sector growth associated with slower growth of oil production and
prices.
Ȋȱ ȱȱȱ ȱęȱȱȱȱȱȱȱǯȱ
Ȋȱ ȱěȱǻȱ ȱȱȱȱȱȱȱȱȱȱ¢ȱȱ¢ǰȱȱ
same growth results in lower percentage increase).
ȱȱǰȱȱ¢ȱ ȱȱȱ ȱȱ ȱȱŘŖŗŗȬ
2015 years. For example, according to IMF Report of May, 201013, average economȬ
ȱ ȱ ȱȱ¢ȱřƖȱȱȱȱȱ ȱȬȱȱ
 ȱ ȱ ŚǯşƖǯȱ ȱ ȱ ȱ ȱ ȱ  ȱ  ȱ ȱ ȱ ȱ
bring about slower growth in terms of investments, public spending and people’s
incomes.

13

ഩǁǁǁ͘ŝŵĨ͘ŽƌŐͬĞǆƚĞƌŶĂůͬƉƵďƐͬŌͬǁĞŽͬϮϬϭϬͬϬϮͬŝŶĚĞǆ͘Śƚŵ
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3. ECONOMIC AND EXPORT
DIVERSIFICATION POLICY
3.1. LegislatiRQUHODWHGWRHFRQRPLFDQGH[SRUWGLYHUVLÀFDWLRQ
ȱȱŗşşŖȱȱŘŖŗŖǰȱȱȱŘŖȱ ȱ ȱȱ ȱȱěȱ
ȱȱ¡ȱęȱȱ£ǯȱ¢ȱȱ ȱȱ
ȱȱȱȱǲȱęȱȱȱǲȱment of special economic zones and temporary tax concessions for agricultural
producersǯȱȱ ȱȱȱȱȱȱ¢ȱȱȱȬ
ȱęȱȱȱȱǯȱ ȱǰȱȱ¡ȱ ȱ
of sectoral importance were adopted in the same period, which include
laws on ǲȱǲȱǲȱǲȱ ǲȱĴǲȱ Ȭ ȱȱ ȬǲȱȬ ǲȱȱȬȱȱȬ.
However, despite numerous recommendations of both international and local exȬ
perts, no law has been adopted on SOFAR and its management. Decisions regarding
SOFAR and its budget are made by the presidents and parliament has no role in it.
Also, although discussed since 2004, Code of Competition has not been adopted
in the country yet.

(FRQRPLFGLYHUVLÀFDWLRQVWUDWHJLHVDQGSURJUDPPHV
ȱŘŖŖŖȬŘŖŗŖȱ¢ǰȱ£ȱȱȱȱ ȱȱ
ȱȱȱȬȱȱȱȱȱ¢ȱǱ
ŗǼȱȱ¢ȱ14 ȱȱȱȱȱȱȱȱȬ
ricultural ȱȱȱȱȱȱ¢ǯȱȱǰȱȱǰȱ
14

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϲϰϬŽĨDĂƌĐŚϮ͕ϮϬϬϭ
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aims to develop agriculture and pursues activities to support specialized private
ȱȱǰȱȱȱǰȱȱȱȱȱ ȱ
in order to develop private farmers, and develop production, processing and marȬ
ȱȱ¢Ȭ ȱǯ
ŘǼȱŘŖŖŘȱȬŘŖŖŜȱȱȱȱ15ȱȱȱȱȱ
of developing agriculture, improving the soil fertility, ensure production of comȬ
petitive products and stimulate export activities of producers, make sure that the
needs of processing and food industry for raw materials and of people for foodȬ
ěȱȱȱȱȱǯȱȱȱȱȱȱȱ
development of agriculture. In doing so, it aims to protect domestic markets, deȬ
sign mechanisms to stimulate modern infrastructure and exports, provide equal
opportunities for economic actors and promote the use of new technologies. MaȬ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ęȱ ȱ ȱ Ȭ
ǰȱȱȱȱȱĴȱȱȱȱ¢ȱȱ
ȱęȱȱ¡ȱȱ ȱȱ ȱȱȱȱȱȱȱ
ȱȱĜȱǯ
řǼȱŘŖŖřȬŘŖŗŘȱȱ¢ȱȱ ȱȱȱ16
pursues to expand use of information and communication technologies and ensure
democratic development and transition of the country into information society. In
addition, the strategy aims to strengthen economic, social and intellectual potential
ȱȱ¢ǰȱȱȱȱȱ Ȭȱȱ¢ǰȱ
ȱ ȱ ȱ ȱ ȱ Ȭ¢ǯȱ ȱ ȱ ȱ
ȱ¢ȱȱȱȱȱȱęȱȱ ȱȱ
ȱ¢ǰȱȱȱȱȱȱȱȱ ȱ¢ȱȱȬ
ȱȱȱȱ¡ȱȱȱȱȱȱȱęǯ
ŚǼȱ ŘŖŖřȬŘŖŖśȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ Ȭ
ȱȱ£17 ȱȱȱȱřȱȱȱȬȱȱȱ
¢ȱǱȱǼȱȱȱȱȱȱȱ¡ȱȱȱ
concessions for agriculture,ȱȱȱȱȱęȱȱȱ¢ȱǰȱȱ
ȱȱȱȱȱȱǰȱȱĴȱȱȱȱ¢ǲȱ
Ǽȱ ȱȱȱǰȱthe key priority is to coordinate state policy on tourism
15

ഩ ƉƉƌŽǀĞĚďǇƚŚĞĂďŝŶĞƚŽĨDŝŶŝƐƚĞƌ͛ƐĞĐƌĞĞϮϭϵƐŽĨϭϳKĐƚŽďĞƌϮϬϬϮ
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ȱě¢ȱȱȱȱȱȱȱȱȱǲȱ
c) with regard to energy sector, the priority is to expand energy production and deȬ
velop an alternative energy system.
śǼȱŘŖŖŘȬŘŖŖśȱȱȱȱȱȱȱȱ18
ȱřȱȱȱȱȱȱȱęǱȱǼȱȱȱ
ȱ¢ȱȱȱȱȱȱȱȱȱ
ȱ ȱǲȱǼȱ¡ȱȱȱ¡ȱȱȱȱ
ȱȱǲȱǼȱ¡ȱȱ ȱȱȬȱȱęȬ
credit institutions, and supporting regional development through handicraft inȬ
dustry.
ŜǼȱŘŖŖŘȬŘŖŖśȱȱȱȱȱ19 seeks to develop tourȬ
ȱȱȱȱȱȱęȱȱȬȱȱȱȱȱĜȱȱȱ
ȱȱȱȱ¢ǯȱȱȱ ȱȱȱȱȱ
ȱȱȱȱǲȱǻǼȱȱȱȱǲȱȬ
ȱ ȱ ȱ ȱ ȱ Ĵȱ ȱ ȱ ȱ ǲȱ
(c) (d) improving visa, customs and other regulations for incoming and outgoing
tourists.
ŝǼȱ ȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ ǻŘŖŖŚȬŘŖŖŞȱ
years) sought to ensure balanced development across regions on the basis of
ȱ ȱ ęȱ ȱ ¢ǰȱ ȱ ȱ ȱ ȱ ȱ Ȭ
¢ȱ ǯȱ ȱ  ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ
ȱǱȱȱȱǻ Ȭ ǰȱĴȬ ǰȱ
ĴȬǰȱ ȱ ǰȱ Ȭǰȱ Ȭ ǰȱ Ȭ
ǰȱ Ȭ ȱȱ ȬǰȱȬ ǰȱĚǰȱȬǰȱ
Ǽǰȱȱ¢ȱǻȬǰȱȬȱȱȱ
ȱȱȱȱ¢ȱȱǰȱȱȱȬ ȱǰȱȱ
ȱȱȱǼǰȱę¢ǰȱȱȱȱȱ¡ȱǰȱȬ
ȱȱ¢ȱǻ¡ǰȱȬȱȱȬǼǰȱȱ¢ȱȱ
¢ǰȱȱǰȱǰȱȱȱȬȱȱ¢ǰȱȬ
ium and pipe production, iron ore, alunite production, energy industry, producȬ
tion of construction materials (chipped stone, limestone, cement and cement raw
ǰȱ ǰȱ ĵȱ ȱ ȱ Ǽǰȱ ȱ ȱ ȱ
herbsǰȱȬ ȱȱǯ
18
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ŞǼȱȬȱ¢ȱȱȱȱ ȱȱȱȱŘŖŖśȬŘŖŘśȱ¢20
ȱȱȱȱȱȱȱȱȱȱȱȱ¡ȱŘŖȱ¢ȱȱȱ
Ȭȱ¡ȱ¢ǯȱȱ¢ȱȱȱȱȱȱ
ȱȱȱȱȱȱȱȱȬȱȱȱȱ¢ǰȱ
regions, small and medium enterprises, infrastructure, promotion of intellect and
¢Ȭȱ¢ǰȱȱȱȱǻȱȱȬȱ
ȬȱǼǯȱ
şǼȱȱȱȱȱȱȬ¢ȱ¡ȱǻŘŖŖśȬŘŖŗśȱ¢Ǽ21
ȱȱȱȱȱȱ ȱȱȱȱȱ¢ȱȱȱ
oil and gas sphere (construction of modern electricity stations with the capacity of
ŚŖŖȬśŖŖȱȱȱǰȱȱȱȱ ȱȱȱǰȱȬ
ȱȱȱ ȱȱ ȱȱ¢ȱȱŞŖŖȬşŖŖȱĴȱȱǼȱȱȬ
opment of electric power industry through developing alternative energy sources
(wind, sun, etc.).
ŗŖǼȱȱȱȱ¢ȱ¢ȱȱŘŖŖŝȬŘŖŗŖȱ¢22 sets out the
 ȱȱȱǱ
Ȋȱ ȱȱȱȱȱȱǯ
Ȋȱ ȱȱȱȱȱȱ£ȱǰȱȱȱ
consultancy services and conduct proper analysis on export opportunities for local
products and promote export of competitive products.
Ȋȱ Enforcement of customs and tax privileges to encourage import of modern technologies to the country.
Ȋȱ ȱȱȱȱȱȱęȱȱȱȱȱȱȱ
products in the regions.
Ȋȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǰȱ ¢ȱ ȱ ȱ gions.
Ȋȱ Build a system of incentives and prerogatives to promote investments in order to creȱȱȱȱȱȱȱĴȱȱȱȱȱǯ
Ȋȱ Measures to develop agro-service in agriculture, seedage farming for increased productivity in the country, improve the state provision of household farms with seeds.

20

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϭϮϴŽĨ^ĞƉƚĞŵďĞƌϮϳ͕ϮϬϬϰ

21

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϲϯϱŽĨ&ĞďƌƵĂƌǇϭϰ͕ϮϬϬϱ

22

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϮϭϲϳŽĨDĂǇϭϱ͕ϮϬϬϳ
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ŗŗǼȱŘŖŖŞȯŘŖŗśȱȱȱȱȱ¢ȱȱ23 sought to ensure
full provision of citizens with food in line with adopted standards for a healthy
ȱȱ¢ȱȱ£ǯȱ ȱȱǰȱȱȱęȱŚȱ¢ȱ
ȱȱȱȱǱȱȱȱȱȱȱ¢ǲȱ¢Ȭ
ȱȱ ȱȱȱ¢ȱȱǲȱȬȱȱȱ¢ǲȱ
carrying out institutional development of food supply and improving business
environment.
ŗŘǼȱŘŖŖŞȬŘŖŗśȱȱȱȱ¢ȱȱȱȱȬ
ment24 ǰȱȱȱȱȱȱǰȱȱȱȱȱ
ȱ ȱ ¢ȱ ȱ Ȭȱ ȱ ǯȱ ȱ ȱ ǰȱ ȱ  ȱ
spheres of economy – alternative energy sources in power industry, agriculture
and tourism – were chosen as priority to improve.
ŗřǼȱ ŘŖŖşȬŘŖŗřȱ ȱ ȱ ȱ Ȭȱ ȱ ȱ 
¢ȱȱȱȱȬȱǰȱ¢ȱȱ¢ǰȱȱȱȬ
ȱȬȱȱȱȱ¢ǯȱȱȱęȱȬ
ȱȱ¡ȬȱȬȱȱȱȱ¢ȱǯȱȱȱȱȬ
orities stipulated in the previous programme were considered in this programme
too, there are some additional sectors, which include instrumentation manufacȬ
turing industry, chemical industry, production of agricultural products, food inȬ
¢ǰȱęǰȱȱȱǰȱȬ ǰȱǰȱ
and procurement of medicinal plants.
ŗŚǼȱŘŖŗŖȱȮȱŘŖŗŚȱȱȱȱȱ25ȱęȱȱ
ȱȬȱȱ¢ȱȱǰȱȱȱȱȬ
ȱȱ£ȱȱȱȱȱȱȱȱȱȱȱ¢Ȃȱ
¢ȱȱȱȱǯȱȱȱȱȱȱȱǰȱthe major activities will include creating appropriate infrastructure for history-architecture and culture
preserves in touristic and recreational locations, developing ecological, village and sports
ǰȱĴȱȱȱȱ ȱȱȱȱȱȱȱ
ȱȱȱȱȱęǯ
So, the review of state programmes and strategies adopted over the period of
ŘŖŖŖȬŘŖŗŗȱ¢ȱȱȱȱȱȱȱȱęȱ ȱ¢ȱ
23

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϯϬϬϰŽĨƵŐƵƐƚϮϱ͕ϮϬϬϴ

24

ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϯϬϰϯŽĨ^ĞƉƚĞŵďĞƌϭϱ͕ϮϬϬϴ
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ഩƉƉƌŽǀĞĚďǇWƌĞƐŝĚĞŶƟĂůĞĐƌĞĞϴϯϴŽĨƉƌŝůϲ͕ϮϬϭϬ
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a priority issue of the government’s economic policy. By generalizing these paȬ
pers, it is pȱȱȱȱȱȱȱȱȱ ȱęȱ
ȱȱ¢ȱȱȱȱȱȱęǱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ

ȱǻȬ ȱȱĴȬǼ
¢ȱȱęȱ¢
ȱǻǼǰȱȬ ȱȱ ȱ¢ȱ
Consumer goods industry, including textile and silk-growing
Manufacture of construction materials
Chemical industry
Instrumentation manufacturing industry
Tourism
Electric power industry
Communication and IT
Education related to “human capital” development

ȱ ȱȱ ȱȱȱȱȱȱȱȱȬ
ęȱȱȱ Ǳ
Ȋȱ ¡ȱȱȱȱȱȬȱǯ
Ȋȱ Enhancing non-oil product exports and diversifying exports in non-oil sector.
Ȋȱ ȱȱȱȱȱȱȱȱȱȱ
country.
Ȋȱ Manufacturing competitive and high-tech products through utilization of information and communication technologies and advanced production technologies.

2YHUYLHZRIRIÀFLDOVWDWHPHQWVDERXWHFRQRPLFDQGH[SRUW
GLYHUVLÀFDWLRQ
ȱ ȱ Ĝȱ ȱ ȱ ŘŖŖřȬŘŖŗŖȱ ¢ǰȱ ȱ ȱ ¢ȱ Ȭ
ȱȱȱȱęȱȱȱȱȬȱǯȱ
ȱȱȱȂȱȱ ȱȱȱęȱȱ¢ȱ
ȱ ȱȱȱȱȱȱȱȬȱȱȱȱȬ
ȱǱ
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Ȋȱ ȱȱȱȱ ȱȱěȱ£ȱȱȱȱȱȱȬȱȱǰȱǰȱȱȱȱȱȱ£ȱȱ¢ȱ
 ǯȱȱȱ¢ȱȱȱȱȱȱȱȱȱ¢26.
Ȋȱ

ȱȱȱȱȱȱȱȱȱȱǰȱȱ¢ȱ ȱ ȱȱȱ¢ȱ ȱȱȱȱȱ¢27.

ȱ ȱ ȱ ǰȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ
along with state investment programmes and the government claims to be ready
ȱȱȱǱ
Ȋȱ We will continue to implement state programmes through state intervention. A huge
ȱȱ¢ȱȱȱȱȱȱȱ¢ȱ¢ǯȱǰȱ ȱ ȱȱȱȱ
private sector making large-scale investments too.28
Ȋȱ

ȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱ ȱ
industries. We should support private sector to take charge of this. If the government is
ȱȱȱ¢ȱęȱǰȱ ȱ ȱȱǯȱȱ¢ȂȱȬȱȱȱ
ȱȱȱȱ¢ȱȱȱǰȱȱ ȱȱ¢ȱȱȱ29.

ȱȱȱȱȱȱȱȱȱȱȱȬ
ȱȬȱȱȱȱȱȱȱȱȱȬ
ęǱȱ
Ȋȱ

ȱŘŖŖŜȱȱȬȱȱȱȱȱȱ ȱǰȱ ȱ
have to entail non-oil sector development. We must identify our future industrial deȱǱȱ ȱęȱȱǰȱȱ ȱęȱ ȱȱ¡ȱȱĴȱ
ȱȱǰȱ ȱęȱ ȱȱ¡ȱȱȱȱȱȱ ȱ
areas we have to invest30.
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ZĞŐŝŽŶĂů^ŽĐŝŽͲĐŽŶŽŵŝĐĞǀĞůŽƉŵĞŶƚŽĨƚŚĞǌĞƌďĂŝũĂŶZĞƉƵďůŝĐ͟
28

ഩ ŽŶĨĞƌĞŶĐĞ ŽŶ ƚŚĞ ƐĞĐŽŶĚͲǇĞĂƌ ƌĞƐƵůƚƐ ŽĨ ŝŵƉůĞŵĞŶƚĂƟŽŶ ŽĨ ƚŚĞ ͞ϮϬϬϵͲϮϬϭϯ ^ƚĂƚĞ WƌŽŐƌĂŵŵĞ ĨŽƌ
ZĞŐŝŽŶĂů^ŽĐŝŽͲĐŽŶŽŵŝĐĞǀĞůŽƉŵĞŶƚŽĨƚŚĞǌĞƌďĂŝũĂŶZĞƉƵďůŝĐ͟
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ȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
through nȬȱȱȱ¢ȱȱ£ȱȱȱȱȱȬ
¢ȱȱȱȱǱȱȱ
Ȋȱ

ȱȱȱȱǰȱȱȱ¢ȱȱǰȱ ȱȱȱȱ
¢ȱ¢ȱȱȱȱ¡ȱ¢ǯȱ¡ȱ¢ȱȱȱȱę¢ȱǯȱȱȱ¢ȱȱȱȱȱȱȱ ȱȱȱȱȱȬȱ
ǯȱȱȱȱȱȱ¢ȱ ȱǯȱ ȱȱȱĜȱȱȱǯȱȱ
ȱȱȱȱȱǯȱȱȱȱȱ¢ȱȱȱĴǰȱȱȱęȱ31.
 ǰȱȱȂȱȱȱȱȱęȱȱȱ

ǰȱ ȱȱ ȱȱȱȱȱǯȱǰȱȱȱȱ
ȱȱȱȱȱȱęȱȱȱȱ
in his statements, the government, since 2006, has turned its focus on investing
ȱ ȱ ȱ ȱ ȱ ȱ Ȭȱ ǰȱ
ȱȱ ǯȱ¢ȱȱȱȱȱȱȬ
ȱ ȱ ŘŖŖśǯȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ǯȱ ȱ
ȱȱȱȱȱȱȱȱȱȱȱȱ
ȱȬȱǲȱ¢ȱȱȱȱȱȱȱ¢ȱ
and kept as deposit. Nevertheless, the amount of transfers from SOFAR to the
ȱȱȱȱ¢ȱ¢ȱ¢ȱȱȱŘŖŗŗǰȱȱȱȱȱŝśƖȱ
of budget revenues.

,QVWLWXWHVLQFKDUJHRIHFRQRPLFGLYHUVLÀFDWLRQ
ȱȱȱŗŗşȱȱȱȱȱ£ǰȱCabinet of Ministers
is directly responsible for implementation of state economic programmes and suȬ
ȱȱȱȱȱ¡ȱĴȱȱȱȱęǯȱǰȱ
ȱȱȱȱȱęȱȱȱ¢ȱȱȱęȱȱ
2 groupsǱȱ Ǽȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ
economic policy tools (investments, credits, taxes, etc.), which include the Ministry of
31
ഩWƌĞǌŝĚĞŶƟĂůƐƉĞĞĐŚĂƚƚŚĞĐŽŶĨĞƌĞŶĐĞŽŶƚŚĞƐĞĐŽŶĚǇĞĂƌŽĨƚŚĞZĞŐŝŽŶĂůƐŽĐŝŽͲĞĐŽŶŽŵŝĐĚĞǀĞůŽƉŵĞŶƚ
ƉƌŽŐƌĂŵŵĞƌĞƐƵůƚƐŽĨϮϬϬϱ͕&ĞďƌƵĂƌǇϭϳ͕ϮϬϬϲ
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ȱǰȱȱl Bank, the Ministry of Taxes and the State Customs
ĴǲȱǼȱȱȱȱȱȬȱtor development of the economy,
which are the Ministry of Industry and Energy, the Ministry of Agriculture, the Ministry
of Communication and Information Technologies, the Ministry of Culture and Tourism.
The Ministry of Economic Development is a senior executive government body
having responsibility for design and implementation of economic policy in the
¢ǯȱȱȱȱȱȱ¢ǰȱȱ ȱȱȱȬ
ȱȱȱ¢Ǳ
Ȋȱ ȱȱȱȱȱȱȱ¢Ȃȱ¢ǲȱ
Ȋȱ ȱȱȱȱȱ¢ȱȱȱȱǲȱ
Ȋȱ design and carry out state policy on development and promotion of competition in the
country.
ȱȱ¢ȱȱȱȬȱȱȱȱ£ȱȱ
ȱ Ǳ
ŗǼȱȱȱȱȱȱȱǻǼ was established in
1992 to support small and medium enterprises and provide them with access to
Ȭȱȱȱǯȱǰȱȱȱȱȱ¢ȱȱȱ
inadequate funding. In 2002 the fund’s operations were resumed with the RegulaȬ
ȱȱȱȱȱ¢ȱȱȱȱȱŘŝth August, 2002.
According to the Regulations, the primary goals of the Fund are to develop busiȬ
nesses, especially small and medium enterprises, facilitate higher employment
ȱ ȱ ȱ ȱ ȱ ȱ ęȱ ǯȱ ȱ ȱ ȱ ȱ ȱ
ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭ
economic development priorities of the government, supporting foreign expanȬ
sion of economic activities of the businesses and building and nurturing market
ȱȱȱȱȱȱ¢ǯȱȱȱęȱȬ
ȱȱȱȱȱȱ Ǳȱ
Ȋȱ

30

ȱȱȱǻȱǰȱȱȱȱǰȱȱȱ¢ȱȱȱĴȬǰȱȱǰȱȱ
ȱ ȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ ȱ ȱ
ȱ ȱȱȱȱ ȱǰȱȱǰȱǰȱȬ
growing and seedage farming).
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Ȋȱ ȱȱ£ȱȱȱȱȱȱȱ ȱȱȱȱȱ
technologies.
Ȋȱ ȱȱȱȱ¡ȱěȱǻ¢ǰȱȱȱȱȱȱȱȱȱȱȱȱȱ ȱȱȱȱ ȱǰȱȱȱȱȱȱȱȱ ȱȱȱȱ
new technologies for packaging medical, mineral and other soft drinks at their source).
Ȋȱ ȱȱȱǯȱ
Ȋȱ ȱȱȱȱȱȱȱȱǻǰȱȱ
goods industry and other spheres).
Ȋȱ Encouraging small enterprises.
ŘǼȱȱ£ȱ ȱ¢ȱǻ Ǽ ȱȱȱȱȬ
idential Decree of 30thȱ ȱ ŘŖŖŜȱ ȱ ȃȱ ȱ ȱ ȱ Ȭ
ȱȄǯ
ȱ¢ȱȱȱȱ ȱȱȱȱȬȱȱȱ£ȂȱȬ
¢ȱ¢ȱĴȱȱȱȱȱȱ ȱȱȱȱ
ȱȱȱȱ ȱȱ ȱǯȱȱȱȱȱȱ
 ȱȱȱ Ǳ
Ȋȱ ȱȱȱȱ ȱĜȱȱěȱȱȱ
£ȱȱȱ ȱȱ ȱȱȱȱȱȬ
ȱǲ
Ȋȱ ȱȱȱȬȱȱȱ£Ȃȱ¢ǲ
Ȋȱ ȱȱ¢ȱȱȱȱȱǲ
Ȋȱ apply corporate governance principles and protect investors’ rights.
ȱ ȱȱ¢ȱęȱȱ ȱǱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ

Heavy industry
Alternative energy
ȱ ȱȱ
Agriculture
Food industry and packaging
Logistics and transportation
ȱ
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ȱ ȱȱȱȱȃȱȱȄǯȱȱȱtate investment fund, the AIC
ȱȱȱȱȱȱȱȱ£Ȃȱǯȱ ȱȱ
ȱęȱȱȱȱȱ¢ȱ ȱȬȱȱȱ£ǰȱ
the AIC invites potential investment partners, both individual and institutional, to
ȱȱȱǯ
řǼȱ was established by the Ministry of Economic Development in 2003
with a mission of linking domestic producers with the government and with purȬ
poses of achieving balanced development both across sectors and regions and atȬ
ȱȱȱȱ ȱȱȱȱȱ¢ȱȱ¢ȱȱȱ
country, especially in the regions and carrying out activities to promote exports
ȱ£ǯȱȱ ȱȱȱȱȱǱȱ
Ȋȱ Improving investment image of the country.
Ȋȱ Marketing.
Ȋȱ ȱȱȱȱȱȱȱȱǯ
Ȋȱ Ĵȱȱȱȱ ȱǯ
Ȋȱ ȱȱȱȱȱȱȱ¡ȱǯ
Ȋȱ ¡ȱȱȱȱǻ¡Ǽȱȱȱȱȱ£ǯ
Ȋȱ ȱ¢ȱȱ¡Ȭȱǯ
Ȋȱ Market research.
Ȋȱ ȱȱȱȃȱȱ£Ȅȱ¢ǯ
 ȱȱȱȱȬȱ¡ȱȱȱ ȱȱȬȱ
¢ȱȱȱȱȱǱ
ȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ ȱ  ȱ ȱ ȱ
ȱ ȱȱ ¡ȱ ȱ£ȱ ȱ ȱ ¡ȱ ȱ Ȭȱ
ȱȱȱǯȱȱ¢ȱȱ¡ȱȱȱȱ ȱǱ
Ȋȱ ȱȱȱǲ
Ȋȱ ȱȱȱȱęȱȱǲ
Ȋȱ ȱȱ¢ǲȱ
Ȋȱ provide marketing support.
32
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ȱ ¡ȱ ȱ ȱ was established with the core purpose of
ȱ ȱ ȱ ȱ ȱ£ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱȱȱȱȱȱȱȬȱ
ȱȱȱ£ȱ¢ǯȱȱ ȱȱȱȱȱ
ȱǱȱ
Ȋȱ

ȱǲ

Ȋȱ ȱǲȱ
Ȋȱ ¢ȱǲ

3.5. Framework and priorities of mid- and long-term
H[SHQGLWXUHVWUDWHJ\
It has become a challenging issue to link overall economic priorities with the budȬ
ȱȱȱȱ¢ȱȱ£ȱȱȱ¢ȱȱȱ
ȱȱȱ ȱȱȱȱ¢ȱȱęȱȱȱȱȬ
my (state budget expenditures of ŘŖŗŗȱȱřŖǯşƖȱȱ Ǽ. For such a linkage,
many countries adopt ȱȱ¡ȱ ȱǻǼ. According to the
ȱęȱȱȱǰȱȱȱȱ ȱȱȱǰȱȱȱȱ
hand, link general economic priorities with budget expenditures and on the other
ǰȱȱȱęȱȱȱȱ£ȱȱȱ¡ǯ
ȱŗǯȱȱ ȱȱȱǻȱȱ£Ǽ

Ǳȱȱ ȱǻȱǰȱŗşşŞǱȱŚŝȬśŗǼ
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If there is an inconsistency between budget policy formation, planning and budȬ
ǰȱȱ¢ȱ ¢ȱȱȱȱȱȱȱȱǯȱȱ ȱȱ
is prepared before the traditional budgeting process and acts as an important eleȬ
ȱȱȱęȱǯȱȱȱȱȱȱ£ȱ ȱȱ
expenditure prioritization is problematic.
In early 2000, priorities of budget expenditures (ȱęȱȱȱȱȱȱ
ȱȱȱȱŗŖƖȱȱȱȱȱ¡Ǽȱ ȱȃȄǰȱ
ȃȱ ȱ ȱ ȱ ¢Ȅȱ ȱ ȃȄǯȱ ȱ ŘŖŖŘȬŘŖŖśȱ ¢ǰȱ ȱ
ȱȱȃǰȱ ȬȱȱȄȱȱȃ ȱȱȬ
ȄȱǯȱȱŘŖŖŜȱȱȱ¢ȱȱȱŗȱ¢ȱȱ
budget expenditures. In 2011, this budget item accounted for 38.1% of total budȬ
ȱ¡ǰȱȱŗŗǯŝƖȱȱ ǯ
ȱŗŖǯȱȱ¡ȱȱȱ ȱǻȱǼ

ȱȱȱȱȱ ȱȱȱȱȱȱȱȱȱ
priorities announced as government priorities in individual state programmes
ȱȱȱȱȱȱȱȱşȱ¢ȱǻŘŖŖřȬŘŖŗŗǼȱȱȱȱ¡ȱ
řȱ¢ȱǻŘŖŗŘȬŘŖŗŚǼǱȱȬȱȱȱȱȱȱȬ
ǲȱĴȱȱ ǲȱȱȱȱȱǲȱȬ
ȱ¢ȱȱȱ¢ǲȱĴȱȱ¢ȱȱȱǲȱ¢ȱȱ
34
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ȱȱ¢ǯȱȱ ȱȱŗŗȬȱȱȱȱȱȱȱȬ
ity in the staȱȱȱŘŖŖŖȬŘŖŗŗǰȱȱȱ¡ȱȱȱ
ȱȱȱěȱȱȱȱȱȬȱǰȱȱ¢ȱȱ
ȱ¢ȱ£ǯȱ ȱȱ ¢ȱȱȱŘŖŖśȬŘŖŗŗǰȱȱȱŘŖȱȬ
lion manats have been spent in this regard. Nevertheless, reports of international
ęȱȱȱ ȱȱȱȱ¢ȱ£Ȃȱȱ ȱ
that state investments is a problematic area from the perspectives of relevance, efȬ
ę¢ǰȱȱȱǯȱ
ȱ ȱȱ ȱȱ¢ȱȱ ȱ¢ȱȱȱȱȱ
ȱȱȱȱȱȱȱȱȱȬȱȱ
ȱŘŖŗŗǱȱȃiȱȱǰǯǯǯȱȱȱȱ£ȱȱȱ ȱȱȱ
certain projects in a timely manner. Of course, we should consider this fact in our investȱȱȱ¢ȱȱ ȱȱȱȱĚ ǯȱȱ ȱȱȱ ȱ
ȱȱȱȱȱȱȱȱ¢ȱǯȱ ǰȱ ȱȱǰȱȱ¢ǰȱȱ
ǰȱȱȱȱȱȱȱȱ£ȱȱȱǯǯǯȱ ȱȱ ȱȱ
ȱȱ¢ȱȱȱęȱȱȱȱȱȱ¢ǯȱȱȱ
make sure ȱȱȱȱ£ȱȱ¡ȱȱ ȱȱęȱȱȱȱȱ
ȱǯȱ¢ȱȱȱȱȱȱǯȱȱ¢ȱ
ȱȱȱȱȱ¢ȱȱȱȱȱȱȄ32.
ǰȱȱȱȱŘŖŖşȱ¢ȱȱȱȱ¡ȱ
£ȱȱ£ȱȱȱȱ ȱ ȱȱȱȱȱ
medium term investment budget33Ǳ
Ȋȱ ȱȱȱȱȱȱ¡ȱȱȃȄȱȱȱȱȬ
¡ȱȱȱ¢ȱȱȱȱȱȱ£ǯ
Ȋȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȃȱ
priorities.
Ȋȱ Large-scale invesȱȱȱȱ¢ȱȱȱ¡ȱȱ¢ǯ
Ȋȱ £ȱ ¢ȱ ȱ ¢ȱ ¢ȱ ȱ ȱ ȱ ǰȱ ȱ ȱ
pressures for the private sector.
32

ഩŚƩƉ͗ͬͬƉƌĞƐŝĚĞŶƚ͘ĂǌͬĂƌƟĐůĞƐͬϰϬϵϴ

33

ഩǌĞƌďĂŝũĂŶŽƵŶƚƌǇĐŽŶŽŵŝĐDĞŵŽƌĂŶĚƵŵͲEĞǁ^ŝůŬZŽĂĚ͗ǆƉŽƌƚͲ>ĞĚŝǀĞƌƐŝĮĐĂƟŽŶ͘tŽƌůĚĂŶŬ͘Ϯϯ
ĞĐĞŵďĞƌϮϬϬϵ
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Ȋȱ ȱȱȱȱtigated through Ĵȱ£ȱȱ£ȱment funds.
Ȋȱ ȱȱȱȱȱȱęȱȱȱȱ¢ȱ ȱȱment.
Ȋȱ There is a needȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱȱȱȱȱǯ
Ȋȱ ȱȱȱĜȱ£ȱȱȱ¡ǰȱȱȱ¢ȱȱȱ¢ȱtemporary, transparent and fair guidelines of procurement from the stage of regulation to that of implementation.
Ȋȱ £ȱȱȱȱȱȱȱȱȱȱȱȱęȱȱ
ten-year comprehensive strategic frameworkȱ ȱȱȱȱȱ.
Ȋȱ ȱ ¡ȱ £ȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ¢ȱ
ȱȱȱȱǯ
Ȋȱ ȱȱȱȱȱȱȱȱȱȱȱȱȱ¡ȱȱply strategic prioritization.
Ȋȱ ȱȱȱȱȱȱȱ¢ȱȱȱ¡ȱȱȱȱȱȱȱęȱȱęǯ
Ȋȱ ȱȱȱȱȱȱ ȱȱȱȱȱȱěȱ
£ȱȱȱǯȱ
Ȋȱ ȱĴȱȱȱȱȱ¡ȱȱȱȱȱ
ȱĴȱȱǯȱ
Budget priorities are indicators of compromise among social groups and the orȬ
£ȱȱȱȱȱȱǰȱ ȱȱȱěȱȱȱ
ȱȱǯȱǰȱȱȱȱȱȱȱȱ ǰȱ
the budget is not an indicator of the compromise and consequently, there are
gaps not only in the supervision stage, but also in discussion, implementation and
ȱȱȱǯȱȱȱǰȱȱȱ¢ȱȱĚ¡ǯȱ
ȱȱ¢ȱȱȱȱȱȱȱȱǯȱȱȱȱȱȬ
quirement of international budget practices and also implies informing the public
about what the optimal budget priorities are34ǯȱȱȱȱ£ȱ ȱ
result in (a) macroeconomic balance tȱęȱǰȱǻǼȱȱȬ
cation of resources across sectors, (c) predictability of administrative expenditure
direǰȱǻǼȱȱĜȱse of public funds, (e) more political accountability
34
ഩ/ŶŐŝůĂďŚŵĂĚŽǀ͕<ĂŶĂŶƐůĂŶůŝ͘WƵďůŝĐ&ƵŶĚƐDĂŶĂŐĞŵĞŶƚZĞĨŽƌŵƐ͗ŶƐƵƌŝŶŐĸĐŝĞŶĐǇ͕ĐĐŽƵŶƚĂďŝůŝƚǇ
ĂŶĚ&ŽƌĞĐĂƐƟŶŐ͘7D<͘ĂŬƵͲϮϬϬϳ

36

ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION

ȱȱȱȱȱȱȱȱȱȬȱǰȱ
ǻǼȱȱȱ¢ȱȱ¢ȱȬǯȱȱȱȱ
ȱ ȱ Ŝȱ Ǳȱ ȱ ȱ ȱ ȱ ęȱ  ǲȱ ȱ
ȱȱǲȱȱȱȱ¡ȱ ǲȱȱ
ȱ¡ȱȱȱȱ¡ȱȱ¢ǲȱȱȱȱǲȱ
ęȱȱȬȱ35.

6WXGLHVRILQWHUQDWLRQDORUJDQL]DWLRQVDQGUHVHDUFKFHQWUHV
RQHFRQRPLFGLYHUVLÀFDWLRQLQ$]HUEDLMDQ
Over the past 10 years, leading international organizations and many research
ȱȱȱȱȱȱȱȱȱ Ĵȱȱȱȱ
 ȱȱȱȱȱęȱȱĜȱȱ
ȱȱȱȱȱȱ£ǯȱȱȱȱȱȬ
ȱȱȱȱȱȱȱȱȱęȱȱȱ
new approaches rich in interesting facts for independent researchers. Below is a
short summary of the most important reports that stand out from others for the
ȱȱȱȱȱęȱȱǯ
ȱŗǯȱ ȱȱȱȱęȱȱ£
́

Title of Report

ȱ¢ȱ

Date

1.

Accelerating Non-Oil
University of Washington
ęȱȱ£ȱȮȱȱ
& IREX
¢ȱ

August 2011

2.

ȱȱ£ǱȱŘŖŗŖȱ
ȱ ȱȱȬȱěȱ
Report

International Monetary


May
2010

3.

£ȱ¢ȱȱ
Memorandum - New Silk Road:
¡Ȭȱę

World Bank

December 2009

4.

Macroeconomic Study of
£ȱȮȱȱ¢ȱȱȱ
ȱę

Euroconsultants
ǻȱȱǼ

October 2009

35
ഩDĞĚŝƵŵdĞƌŵǆƉĞŶĚŝƚƵƌĞ&ƌĂŵĞǁŽƌŬƐ͗&ƌŽŵŽŶĐĞƉƚƚŽWƌĂĐƟĐĞ͘WƌĞůŝŵŝŶĂƌǇ>ĞƐƐŽŶƐĨƌŽŵĨƌŝĐĂ͘tŽƌůĚ
ĂŶŬ͕&ĞďƌƵĂƌǇϮϬϬϮ͕ĨƌŝĐĂZĞŐŝŽŶtŽƌŬŝŶŐWĂƉĞƌ^ĞƌŝĞƐEŽ͘Ϯϴ
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5.

ȱǰȱȱ
ȱǱȱ£

Chatham House

November 2008

6.

ȱȱȱȱȱ
Oil in the Caspian Basin: the
ȱȱȱȱȱ
£ȱȱȱ

(SOAS, University of
London)

2008

7.

 ȱěȱȱȱǵȱ
Managing Resource Windfalls in
£ȱȱ £

ȱȱ

December 2007

8.

ȱȱ ȱȱ
ȱ Ǳȱȱȱ
ȱȱȱȱ




2006

9.

ȱȱȱ
¢ȱȱȱ
Resource-Rich Economies

UN Economic Commission
for Europe

December 2005

10.

Caspian Oil Windfalls: Who Will
ęǵ

Caspian Revenue Watch

2003

11.

¡ȱęȱȱ
Low-Income Countries: an
International Challenge after


ȱȱ

June
2003

12.

£ȱ ȱ
Development Report 2000



March
2001

1) ȱ Ȭȱ ęȱ ȱ £ȱ Ȯȱ ȱ ¢ȱ Ȭ
ǲȱŘŖŗŗ. ȱ¢ȱȱȱȱȱȱ favourable business
environment for local and foreign investments through governance reforms, inȬ
stitutional development and modern infrastructure building in order to achieve
ȱęǯȱ  ǰȱȱȱȱȱȱȃnew industrial
policy”, the government’s intervention into the economy must be gradually made
optimal (reaǼǰȱȱȱȱȱě¢ȱȱȱȬ
traȱ ȱ ȱ ǰȱ ȃȬȱ Ȅȱ ȱ ȱ ȱ Ȭ
nesses wishing to apply innovations be promoted. Also, taking into account that
38
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ȱ ȱ ¡ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱ ȱ ȃĴȱ Ȅȱ ǻȱ ) principle, but from top-down prinȬ
ǰȱ ȱ ȱ ¢ȱ ȱ Ȭȱ ǰȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ
alternative sectors that economic policy will focus on. Regarding development of
Ȭȱȱ ȱȱȱȱȱȱȱǰȱȱȱȱŚȱ
ȱǱ
a) Ȭ¢ȱȱȱȱěǯȱȱ¢ȱȱȱȱȬ
ęȱȱ¢ȱȱȱȱȱȱȱȱȱǰȱȱ
new demand for their products too and consume ready products of other sectors.
ȱ ȱȃȱěȄȱȱȱ ȱȱȱ ȱȱȱ
of other sectors in their production process in the equivalent of 50% of the value
of each ready product.
b) Ȭ¢ȱȱȱǯȱ ȱȱȱȱȱȱȱȱȱȱ
ȱ ȱǰȱȱȱȱȱȱȱ ȱȱȱ¢ȱȱȱ
to the positive impact on other sectors and lastly, local services that will appear
ȱȃȱěȄȱȱȱǯȱ
c) Export potential of selected areasǯȱȱ¢ȱȱȱȱȱȱȱ
of export thanks to its sectors with revealed comparative advantage. Here, the
share of a particular product in total exports of the country relative to the share in
ȱ¡ȱȱȱȱȱȱȱǻȃBalassa IndexȄǼǯ
d) ȱȱȱȱǯȱȱȱȱȱȱȬ
nomic development strategies may also produce negative results in that they may
¢ȱěȱȱȱȱ ȱȱǯȱ
Nevertheless, import substitution approaches may be applied (primarily via modȬ
ernizing old enterprises) in some areas where there is high internal demand and
ȱȱȱȱ¢ȱȱǻȬȱ¡ǰȱȬ
ȱȱȬǰȱȬȱȱȱ£Ǽǯ
While sectors are selectȱȱȱęǰȱȱ ȱȱȬȬ
tioned, such factors as technological transfers, regional misbalance and food seȬ
¢ȱȱȱȱǯȱȱ¢ȱȱȱȱę¢ȱȱ
ȱ £ȱ  ȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ ȱ ǰȱ ȱ
ȱ Ȭȱ ȱ ¢ǰȱ ȱ ǰȱ ȱ ȱ ǻ¡Ȭ
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ing electronics), spare parts for vehicles (excluding automobiles), furniture and
Ȭ ȱ tries. Althoȱ ęȱ ȱ ȱ ȱ Ȭ ǰȱ
ĴȬǰȱ ȱ ȱ ȱ Ȭ ǰȱ ȱ ǰȱ ¢ȱ Ȭ
ucts and egg production have potential to meet domestic demands and export,
they have a problem with labour intensity and productivity. Even though many
ȱȱȱ£ȱȱȱȱȱ ȱȱȱȱ ȱ
ȱǰȱȱ¢ȱȱȱ¢ȱȱȱȱȱȃ¡ȱȄǯ
ŘǼ ȱ ȱ £Ǳȱ ŘŖŗŖȱ ȱ ȱ ȱ Ȭȱ ȱ ǲȱ
ǰȱŘŖŗŖ. According to Article 4 of Regulations of IMF, it conducts regular conȬ
ȱ ȱ£ȱȱȱȱȱȱȱ
ȱǯȱȱȱȱȱȱȱȬȱȱȱ¢ȱȱ£Ȭ
ȱȱȱȱȱȱȱȱęȱȱ ȱ¢ȱȱĚȬ
ȱȱȱȱȱ ȱȱȱ¢ȱǯȱȱ ȱ ȱ Ȭ
ȱȱȱȱŘŖŗŖȱ¡ȱȱ¢ȱȱ£ȱȱȱ ȱ
ȱȱŘŖŖŞȬŘŖŖşȱȱęȱǯȱ ȱȱȱȱȱŘŖŖŞȱȱȱęȱȱ
ȱŘŖŖşǰȱęȱȱȱ¡ȱȱęȱǰȱ  ȱȱȬȱ
ȱ ȱȱȱŘŖŖşȱȱȱȱȱȱȱȱȱȱȱȱȱȱ
ȱęǰȱ£ȱ¢ȱ ȱ¢ȱȱȱȱȱ
ȱȱǻȱȱȱȱ ȱȱȱȬǼǯȱȱȬ
ȱę¢ȱ£ȱȱȱ¡ǰȱȱȱęȱȱȱ
ȱȱȱȬȱǰȱ ȱȱȱȱśƖȱȱȱ¡ȱȱ
ŘŖŗŖǯȱȱȱ ǰȱȱȱ¢ȱȱȱȱȱȱȱ
¢ȱȱȱȱ ȱȱȱ Ȭȱȱǯ
3) £ȱ¢ȱȱȱȬȱ ȱȱǱȱ¡Ȭȱ
ęǲȱŘŖŖş.ȱȱȱę¢ȱȱȱęȱȱȱ£ȱ
from oil and gas sector in 2024 will comprise 198 billion dollars and they will creȬ
ȱȱȱĴȱȱȱȱȱȱȱ¢ǯȱǰȱȱȬ
ȱȱȱȱȱęȱ¢ǯȱȱȱȱ
ȱȱȱȱȱȱȱęȱǻȱęȱȱȱȱȬȱ
¡ȱȱȱȬȱ Ǽȱ ȱȱȱ¢ȱȱȱȱŘŖŖŗȬ
ŘŖŖśȱ¢ȱȱȱŘŖŖŜȬŘŖŖŞȱ¢ǯȱ ȱȱȱęȱȱǰȱȱ
country’s economic growth rate is expected to slow down unless a separate plan
or pȱȱȱęȱȱǯȱȱȬ¢ȱ¡Ȭ
40
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ture policy pursued by the government, that is, spending more in times of high
ȱȱȱ¢ȱȱȱǰȱȱĚȱȱ ȱȱȱ
ȱȱěȱ¡ȱǰȱ ȱȱȱęȱȱȬ
ȱȱȱǯȱȱȱȱȱȱȱȱȬ
enues and meeting of declining foreign demand by alternative sectors also remain
ȱȱǯȱȱ ȱȱȱȱ ȱȱȱȱ
ȱ£ȱȱȱęȱȱȱȱȱȱȱȬ
ȱȱȱȱȱȱȱĜ¢ǱȱǼȱȱȱę¡ȱȱ¡Ȭ
ȱ ȱ ȱ ȱ ȃ¢ȱ ȱ ȱ ȱ ȱ ȱ Ȅȱ
(2004) more practical through a separate normative paper and discussion of this
ȱȱ ȱȱȱȱȱǲȱǼȱȱȱ¢ȱȬ
ȱȱȱȱȱȱȱ¡ȱȱęȱ
ȱȱȱȱȱǯǲȱǼȱȱ¡Ȭȱȱ
(treasury, budget draft, state investment assessment, public procurement, internal
ȱ ¡ȱ ęȱ Ǽǲȱ Ǽȱ ęȱ ȱ ȱ ȱ ěȱ ¢ȱ ȱ
ǲȱǼȱȱȱȱȱȱȱǲȱǼȱȱȱ
ȱȱęȱȱȱȱȱȱȱǲȱǼȱȬ
ęȱȱȱȱȱǲȱǼȱȱȱȱȱ¡ǰȱĴȱ
tax administration, elimination of hidden employment through less tax burden
ȱȱǲȱǼȱȱȱ ȱȱǰȱĴȱȱ
ȱȱȱȬȱ¡ǰȱĴȱȱǲȱǼȱȱ
ȱȱȱȱȱȱȱȱȱǲȱǼȱȱ
access of small and medium enterprises as well as large corporations to credits
ȱȱȱȱȱȱȱȱęȱǲȱǼȱȱȱ
ȱȱ¢ȱȱȱȱȱȱǲȱǼȱȱȱȱ
ȱ¢ȱ ȱȬȱȱȱȱǲȱǼȱȱȱȱȬ
ȱȱęȱ¢ȱȱȱȱǯ
4) ȱ¢ȱȱ£ȱȮȱȱ¢ȱȱȱȱȬ
ęǲȱŘŖŖş.ȱȱȱ¡ȱȱȱȱȱȱȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ  ȱ ȱ ěǰȱ ȱ ȱ
ȱĜȱȱȱȱȱȱȱ¢ǯȱ ȱȬ
ȱȱȱ£ȱ ȱȱȱ ¢ȱȱȱȱȱȱȱ
ȱĜȱȱȱȱȱ ¢ȱȱȱȱȱȱ¢ǰȱ
ȱ ȱȱȱ¢ȱȱȱęȱȱ£ȱ
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in the view of the emerging symptoms of Duȱǯȱȱȱȱȱ¢ȱ
ȱȱȱęȱȱȱȱȱȬȱǰȱȱȱ
Ȭȱ ǯȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ęȬ
ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ęȱ ȱ ȱ Ĵȱ ȱ
ȱȱȱȱȱ ȱǱ
Ǽȱȱȱ ǲ
Ǽȱěȱȱȱęȱǲ
Ǽȱȱȱǲ
Ǽȱȱȱȱȱȱȱȱȱǲ
Ǽȱȱȱ¢ȱȱȱȱǲ
Ǽȱȱȱǲ
Ǽȱȱǲ
ǼȱȱȱȱǻǭǼȱǯ
ȱȱȱȱȱȱȱȱȱęǯȱȬ
ǰȱ£ȱ ȱ ȱ ȱ ȱ ȱ ȱ £ȱ ȱ ȱ ȱ
(e.g. in Nakhichevan Autonomous Republic) without losing any further time.
5) ȱǰȱȱȱǱȱ£ǲȱŘŖŖŞ.ȱȱ
ȱȱȱȱȱȬȱ¢ȱǻȬ¢ȱ¢) to be
 ȱȱ£ȱȱȱȱȱȱȱŗȱȱȱȱ ȱ
from Nagorniy Karabagh after its occupation by Armenia and from surrounding
ȱ ȱ ȱ ȱ ěȱ ȱ ȱ ȱ ȱ ǯȱ ȱ ȱ Ȭ
portant to have social targets and consider impact on poverty reduction while
dependence on oil and gas sector is reduced. A decline in exports in the aftermath
ȱȱȱȱ ȱȱȱ¢ȱĴȱȱȱǰȱȱȱ
due to a large portion of production being diverted to meet the domestic demand.
ǰȱȱȱ ȱȱȱȱȱȱęȱ¡ȱȱȱȱȱ
ȱ ȱȱȱȱ¢ȱǯȱǰȱȱęȱȱȬȱ
ȱȱȱȱȬȱ ȱȱȱȱęȱ ȱǯȱȱ
scenarios of the report also show that even in case of the most optimist scenario,
ȱȱ ȱȱȱŘŖŘŖȬŘŖŘśȱ¢ǯȱ ȱȱȱȱȱȱȬ
ȱȱǰȱ£n is supposed to achieve poverty reduction, curb
ȬȱĚǰȱȱȱȬȱȱ ȱȱ¢ǯȱ£Ȭ
ȱ¢ȱȱȱȱęȱȱǻǼȱȱȱ dependence on natural reȬ
sources to (b) transition phase and later on, to (c) sustainable development phase.
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6) The EȱȱȱȱȱȱȱȱǱȱȱȱ
ȱ ȱ ȱ ȱ£ȱ ȱ ȱǲȱ ŘŖŖŞ. A fairer redistribution
ȱȱȱȱȱȱ¢ȱȱȱȱ¢ȱȱ ȱȱǱȱ
ȃ ȱȱȱȱȱȱȱ¢ȱȱ ȱȱȱȱȱȬ
 ǵȄȱ£ȱȱȱȱȱȱȱȱǰȱȱ
and ethnical tensions in the country. State programmes targeted at vulnerable soȬ
ȱȱȱȱǯȱǰȱȱȱȬȱ
development of the country, the misbalance among regions is not resolved but
gets even deeper due to huge oil revenues. So, economic resources are concentratȬ
ȱȱȱȱȱȱǯȱȬȱǰȱ ȱȱ
capital and outdated production base prevent oil revenues from converting into
ȱȱȱ ȱȱǯȱȱȬȱĜȱȱȱȱȱ
will not only be conductive to sustainable economic development, but also act as
a warranty for political stability.
ŝǼȱ  ȱ ěȱ ȱ ȱ ǵȱ ȱ ȱ ȱ ȱ £Ȭ
ȱ ȱ £ǲȱ ŘŖŖŝ. In order to keep some portion of huge oil revenues
 ¢ȱȱȱǰȱ¢ȱȱȱȱǰȱȱ£ǰȱȬ
lish Oil Funds. Comparing to other state bodies, Oil Fund is more transparent
ȱȱȱ£ǯȱȱȱȱȱȱȱExtractive Industry
Transparency Initiative (EITIǼȱ¢ȱěȱȱ¢ȱȱȱǯȱ
£ȱȱȱȱȱȱȱȱ ȱȱȬ
ment and infrastructure spending (spending oil revenues), maintenance of macroȬ
economic stability (sterilizing oil revenues) and saving some part of oil revenues
for future generations (saving oil revenues). For now, this balance is much more
ȱȱ £ȱȱȱ£ǯȱǰȱȬȱȱęȱȱȬȱ
ȱ ȱŚǯř% ȱ £ȱȱŘŖŖŜǰȱ ȱȱęȱ ȱȱřŖƖȱȱ£Ȭ
ȱ¢ȱȱȱȱĜȱȱȱȱǰȱȱȱ
a big amount of money without any limitation to the state budget or its own inȬ
ȱǯȱ  ǰȱȱȱȱȱ £ȱęȱȱȬ
bilizing function, saving mechanism automatically switches on once oil prices go
over certain level and state budget transfers become limited and authorised only
¢ȱȱǯȱȱȱȱȱȱ£ȱȱȱȱ
consider the impact of high spending on macroeconomic stability and exchange
rate, and competition inȱȬȱȱȱȱ¢ȱǰȱ¢ȱ ȱ
¢ȱȱȱęǯ
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ŞǼȱ ȱ aȱ ȱ ȱ ȱ Ǳȱ ȱ ȱ ȱ ȱȱ
ȱǲȱŘŖŖŜ. ȱȱȱ ȱȱȱȱȱȱ
ȱ¢ȱȱȱȱȱ£ȱȱȱȱ¢ȱȬ
eral recommendations on achieving sustainable development through oil reveȬ
ȱȱȱȱȱȱǯȱȱȱȱȱȱȱȱȱȃ£Ȭ
Ȃȱ ȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱ¢Ȅǯȱ£ȱȱȱȱȱȱȱȱȬ
¢ȱȱȱȱȱȬȱǯȱȱȱ¢ȱȱȱ
¢Ȃȱ £ȱ ȱ ȱ ȱ ¢ȱ Ȭȱ ȱ ȱ £ȱ ȱ ȱ ęǯȱ
¡¢ǰȱȱȱȱ¢ȱȱȱȱȱ¢ȱȱ
ȃȱȄǰȱȱȱȱ¢ȱȱȱȬȱȱȱȱȱ¢ǯȱ
ȱȱȂȱȬȱȱȱȱȱȱ¢ȱ
ǰȱ£ȱȃȱȄǰȱ ȱȱȱȱȱȬ
ȱ ǯȱ ǰȱ ȱ ȱ ȱ ȱ  ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱȃȱȱȱȱȱȄȱǱ
a) Human resource development strategy: investments in education, develȬ
opment of technical education in the public sector, education scholarȬ
ships, education parks, community colleges, education funds.
b) Macroeconomic issues: new economic monitoring service, macroecoȬ
nomic risk map, control over spending oil revenues.
c) ȃȱȱȱȱȱȄȱǱ creating information banks,
surveys, econometric modelling.
d) Cooperation with and lessons from countries: systematic studies of lessons
learned and experience in other countries.
ȱȱȱȱȱȱȱȱ ¢ǰȱǰȱȱȱȬ
bacǰȱȱȱ £ȱ ȱ£ȱȱ ȱȱȱȱȬ
try. If generalized, these leȱ ȱ¢ȱȱȱ ȱȬȱȬ
proaches, continued institutional reforms, strict mechanisms of law enforcement,
prevention of corruption, and establishment of legal and institutional frameworks
ȱȱ¢ȱ¢ȱȱȱǯȱȱȱȱȱȱȱȱȱȱȱȱ
necessary to make investments into human resources and social capital in order
ȱȱȱȱȱȱȬȱȱ¢ȱȱǯȱ
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9) ȱȱȱ ¢ȱȱȱȬȱȬ
ǲȱŘŖŖś.ȱȱ¢ȱȱ ȱȱȱěȱȱȬȱ
ȱȱȱȱȱ¢ȱȱȱȬȱ
ȱȱ£ǰȱ £ǰȱȱȱǰȱǯǯȱȱȬȬ
viet countries that are rich in resources. It states that these revenues accelerate
ȱȱȬȱȱȱȱȱȱȱȱȱ
ȱȱęȱȱȱȱȱ ȱȱ¡Ȭ
ȱȱȱȱǯȱ ȱǰȱȱȱȱȃǰȱ ȱ
ȱȱǰȱȱȱȱȱ ȱ ȱȱȱȱ
ȱ ȱ ȱ Ȅǯȱ ǰȱ ȱ ȱ Ĝȱ ȱ ȱ ȱ
weak institutional capacity to achieve sustainable development through oil and
ȱ ǯȱ ȱ £ȱ ȱ £ǰȱ ȱ ȱ ȱ ȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ęȱ ¢ǰȱ
there is no need for oil funds in Great Britain where utilization of public funds
(revenues from hydrocarbon deposits in the North Sea) according to priorities
does not generate suspicions in public.
ŗŖǼȱȱȱǱȱȱȱęǵȱŘŖŖř. Any successful plan of revȬ
ȱ ȱ ȱ ȱ ȃȱ Ȅȱ ȱ ȱ ȱ ȱ
ǯȱ£ȱȱ ȱȱȱȱȱȱȱȱȬ
ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ
ȱȱ ǰȱ ȱȱȱȱęȱǯȱǰȱ ȱȱ
public control over the funds and true division of power, there is no guarantee
ȱȱȱȱ ȱȱȱ¢ǯȱǰȱȱȱȬ
ȱȱȱ£ȱȱ¢ȱȱȱȱǰȱȱ
ȱ¢ȱȱȱȱǰȱȱȬȱȱȱ
¢ǰȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ǯȱ Ĵȱ
business environment and uȱȱȱȱȱȱȱ ȱȱěȱ
ȱȱȬȱȱǻȱȱȱȱǼǯ
ŗŗǼȱ¡ȱęȱȱ Ȭ ȱǱȱȱ ȱȱ
ȱǲȱŘŖŖř. OECD statistics on foreign trade from şŞȱȱǻŗşŜŜȬŘŖŖŖȱ
¢ǼȱȱȱęȱȱȱĜȱȱȱȱ ȬȱȬ
ǯȱǰȱȱęȱȱȱ¢ȱȱȱȱ
(depending on market share) and high economic growth. Since human capital
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ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ  Ȭȱ ǰȱ ¢ȱ
Ě¢ȱ ¢ȱ  ȱ Ȭ¢ȱ ȱ  Ȭȱ ǰȱ ȱ ȱ ȱ ȱ
ȱǯȱȱ¡ȱȱȱęȱȱȱȬ
ǰȱȱȱęȱȱȱȱȱǯ
ŗŘǼ £ȱ ȱȱȱŘŖŖŖ.ȱȱȱȱȱȱȬ
ence for the analysis of the period of Oil Fund establishment and its goal to protect
ȬȱȱȱȃȱȄǰȱ ȱ ȱȱȱȱȱȱǯȱ
ȱȱȱȱȱȱȱȱȱȱȱȱȱȱ
of natural resources into monetary wealth for all without causing any burden, as
well as link economic growth with human capital.
Apart from the mentioned reports, Management of Resource Revenues: Economic
ȱȱȱ¡ǰȱ¡ǯȱǯȱŘŖŗŗ, ȱȱ ȱ¡ȱ
ȱ  Ǳȱȱȱȱ£ǰȱ ǰȱŘŖŖŞ, and ȱȱȱȱ ǯȱ£Ǳȱ¢ȱ¢ȱȱȱŘŖŖŝȬŘŖŗř) underlined ecoȬ
ȱȱ¡ȱęȱȱȱ¢ǯȱȱęȱ¢ȱȱ
ȱȱ£ȱȱȱȱȱ£ȱȱȱȱ
and that it is necessary to embrace permanent income hypothesis as this tendency
ȱ ȱ ȱ ȱ ȃȬȄȱ ȱ ȱ ȱ ȱ
ǯȱȱȱȱȱȱȱȱȱȱȱȱ
ȱȱȱ ȱȱȱȱȱȱȱȱ£ȱȱ¢ȱ
ȱȱȱȱŚǯřȬŝǯŝȱȱȱ¢ȱ¢ǯ

2EVWDFOHVIRUHFRQRPLFGLYHUVLÀFDWLRQ
ȱǯȱȱȱęȱȱȱȱęȱȱȬ
ȬȱȱȱȃȱȄǯȱȱȱȱȱ¢ȱȱȱȱ
ȱ¢ȱȱȱ¢ȱ¢ȱȱȬ¥ȬȱȱȱĚ¡ȱȱ
ȱȱȱȱȱȱ ȱȱȱȱȱȱęȱȱ
¢ȱȱȱ ȱȱǯȱȱȱ¢ȱȱ£ǰȱǰȱ
ȱȱȱȱȱ ȱȱȱȱǰȱǰȱȱȱ
over the past 6 years (from early 2006 to early 2012).
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Chart ŗŗǯȱ¡ȱȱȱ£ȱȱȱȱǰȱȱȱ

Ǳȱȱȱ£ǰȱȱ
ConseqȱȱȬȱ¡ȱȱȱęǯȱAzerbaiȬ
Ȃ exports are very much dependent on oil and gas products, which accounted
ȱşŝƖȱȱȱ¡ȱȱŘŖŗŗȱȱȱȱȱȱȱȱȱȱȱ
and gas countries of the world36. It is noteworthy that even in Nigeria the share
ȱȱȱ¡ȱȱȱȱȱȱȱ£ȮȱşŖƖ37ǯȱȱȱȱȱȱ
ȱȱȱȱęǱȱǻǼȱȱȱȱȱ¡¢ȱ
volatile in the world market, the country can lose in a short time huge amounts of
money from export of national and irreplaceable wealth due to low prices in the
world mǯȱ£ȱȱȱȱȱȱŘŖŖŞȱȱ¢ȱŘŖŖşȱȱȱ
ȱȱȱȱȱȱȱ ȱȱǯȱȱȱȱȱ
ȱȱȱȱȱȱ¢ȱȱȱȱȱęǯȱ
ǻǼȱȱȱȱȱȱȱȬȱȱȬȱęǰȱȱȱ
ȱȱȱȱȱ¢ȱ¢ȱȱęȱȱȱ
economic development by transformation to contemporary innovative economy
36

ഩŚƩƉ͗ͬͬǁǁǁ͘ƚƵƌĂŶ͘Ăǌ

37

ഩŚƩƉ͗ͬͬǁǁǁ͘ĞŝƵ͘ĐŽŵ (2011)
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ǻ£ȱȱŖǯŗŝƖȱȱ ȱȱȱȱȱǻǭǼǰȱ ȱ
ȱ ęȱ ȱ ŖǯŗŞ% and 0.21% in Georgia and Armenia respectively38) since all
ȱȱȱȱȱȱȱȱęȱȱȱǯȱȬ
ǰȱȱȱȱ¢ȱȱȱĴȱȱ¢Ȭ
ȱȱȱȱ¢ǯȱȱȱȱȱęȱ¢ȱȱȱȱ
ȱŘȬř% ȱȱ¢ȱȱȱȱ£ǰȱ ȱřŞǯŘƖȱȱȱ
ǻŘŖŗŖǼȱȱȱȱȱǯȱǻǼȱȱȱȱ¡ȱȱȱ ȱȱȱ
similar products has led to serious concentration of exports on countries. So, exȬ
ȱȱȱȱȱ ȱǰȱȱ¡ȱęȱȱȱ
ȱ ȱǯȱȱȱ¢ȱȱȱǰȱ ȱȱȱȱ¡ǰȱȱ ¢ȱ
and France (in 2010Ǽǰȱ ȱȱȱȬȱȱȱ¢Ȃȱȱȱ
turnover.
ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭ
cial actors in the process. Detachment of social actors (academics, independent experts, civil society organizations) from overall public management and selection of
ȱȱȱȱȱȱȱĚȱȱȬ
ȱȱȱȱȱȬȱǯȱǰȱȱȱ¢ȱ
Ȭȱǰȱȱ£ȱǰȱ ȱȬȱȱȱ¢ȱ
based on oil and gas revenues, the symptoms of a serious problem are emerging.
ȱ ȱ ȱ ȱ ¢Ȭȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱĜȱȱ¢ȱȱȱȱȱ ȱȱ
supposed to be the only source of power according to the constitution. Such alienȬ
ation also allows for appropriation of public funds.
ȱ ȱ ȱ ȱ ěȱ ȱ ȱ ȱ ¢Ȭȱ ȱ
£ȱȱȱȱȱȱȱȱȱȱȱȱ
international indexes and concepts, which are often referred to in the recent years.
ȱ ȱ ěȱ ȱ ȱ ȱ ȱ Ȃȱ ¢ȱ ȱ
ȱȱȱ¢ȱȱȱȱȱȱȬĜȱǯȱ
 ǰȱȱȱȱȬȱWorld Bank ȱ ǰ governȬ
ȱěȱȱ ȱȱȱěȱȱȱ¡ȱ ȱ
ȱ ȱȱ£ǯȱ

38

ഩŚƩƉ͗ͬͬǁǁǁ͘ǁŽƌůĚďĂŶŬ͘ŽƌŐ;ϮϬϬϵͲϮϬϭϬͿ
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Chart ŗŘǯȱ ȱěȱ¡ȱȱ£ȱȱŗşşŜȬŘŖŗŖȱ¢ȱ
ǻ¡ȱȱȱȬŘǯśȱȱŘǯśǼ

Ǳȱȱȱ ȱ 

ȱ ȱ ęȱ  ȱ ȱ ȱ Ȭȱ Ȭȱ ǰȱ ȱ
ȱȱȱȃ£ȱŘŖŘŖǱȱȱȱȱȄȱȱȱĚȱ
ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ǯȱ ¢ȱ
ȱȱȱȱȱȱȱȱȱȱȱěȱ
ȱȱ¢ȬȱȱȬȱȱȱȱȱȱ¢ȱȱ
public governance. Unless strong public pressure groups are established in AzerȬ
ǰȱ ȱ Ĝȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
issue on the way to accomplishment of economic priorities.
 ȱȱȱȱ¡ǰȱȱȱȱǰȱȱȱȱȬ
oil sectors as alternative to oil and gas sector, which the government showed in
separate state programmes and strategic papers. Selection criteria include linkȬ
ȱȱȱȱęȱ ȱȱȱȱǻȃȱěȄǼǰȱȬ
¢ȱȱȱǰȱȱ¡ȱȱȬȱȱȱȱȬ
tor. Half of the sectors selected by the government as priority have export and
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Ȭȱǰȱ ȱȱȱȱȱȱ£ǯȱȱ
Ȭ¢ȱȱȱ ȱȱȱȱȱȱęȱȱȱȱȬ
erate level.
ȱŘǯȱȱȱȂȱ¢ȱȬȱȱ
according to international selection criteria

Sector\Criteria

Linkage with
other sectors

Ȭ¢ȱ
of sector

¡ȱ
potential of
sector

Ȭȱ
potential of sector

1. Agriculture

High

High

High

High

2. Fishing

Moderate

Low

High

High

3. Food
industry

High

Moderate

High

High

4. Consumer
goods industry

Moderate

Moderate

Moderate

Moderate

5. Construction
industry

Moderate

Moderate

Moderate

Moderate

6. Chemical
industry

High

High

High

High

7. Instrumentation industry

Moderate

Moderate

Moderate

Low

8. Tourism

Moderate

Moderate

Low

Low

9. Electric
power industry

Moderate

Low

High

High

10. Education

Moderate

High

Low

Moderate
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4. REVIEW OF
DIVERSIFICATION POLICY
OUTCOMES
4.1. Financial sector
ȱ ȱ ȱ ¢ȱ ¢ȱ ȱ ȱ ȱ ȱ ęȱ ¢ȱ
ȱ ȱ ¢ǰȱ ȱ ęȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱ¢ȱȱȱ¢ǯȱǰȱȱȱ¢ȱȱ ȱȱ ¢ȱ
ęȱ¢ȱȱȱȱȱȱŘŖŖŖȬŘŖŗŖȱȱȱ
ȱȱȱȱȱ¢Ȃȱęȱ¢ǯȱ
ȱ¡ȱ¢ǯȱUntil ŘŖŖřǰȱȱȱ¡ȱȱ£ȱ
ȱ ȱŗȱȱǯȱ¢ȱȱȱȱȱȱȱŘŖŖřǰȱ ȱȱ
manats in 2005. Rapidly increasing oil revenues and soaring transfers from SOȬ
ȱȱȱȱȱȱȱȱ¡ȱȱŘŖŖśȬŘŖŗŖǯȱ
ȱ ŘŖŗŖȱ ȱ ȱ ¡ȱ ȱ ŗśǯŚȱ ȱ ȱ ȱ ȱ ŘŖŖŖȱ ȱ śǯśȱ
times more than in 2005.
Over the period between 2005 and 2008, budget expenditures increased at a highȬ
ȱȱȱȱȱȱ¢ȱǻŚŘǯśƖȱȱŘŖŖśǰȱŝŝǯŖƖȱȱŘŖŖŜǰȱŜŖǯŜƖȱȱŘŖŖŝȱ
ȱŝśǯśƖȱȱŘŖŖŞǼȱ¡ȱȱȱȱȱ ȱ ȱȱǯȱ
ȱȱȱ ȱęȱǰȱȱȱ ȱȱȱ ȱȱŘŖŖşȱ ȱşǯř%
ȱȱȱȱ¢ǰȱ ȱȱ ȱ ȱ ȱ¢ȱş%. During the
same period, state budget expenditures were 2.5% less than in the previous year.
ȱŘŖŗŖȱȱ¡ȱ ȱȱę¢ȱȱȱŘŖŗŖǰȱ¢ȱ ȱŗŘƖȱ
ȱȱȱȱ¢ȱȱřŖǯşƖȱȱŘŖŗŗǯ
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ȱŗřǯȱȱȱ¡ȱĴȱȱŘŖŖŖȬŘŖŗŗȱ
(in million manats)

ȱŗŚǯȱ  ȱĴȱȱ ȱȱȱ¡ȱȱŘŖŖŖȬŘŖŗŗȱ
ǻȱ ȱȱȱ¢ǰȱȱƖǼ
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Increased budget expenditures also brought about changes in government’s expenȬ
diture polic¢ȱȱȱǯȱȱȱŘŖŖŖȬŘŖŖśȱ¢Ȃȱȱ¡ȱ
priorities of the government were education, social protection and social security,
ȱǰȱȱŘŖŖśȱȱȱȱȃ ¢ǰȱȱȱȄȱ
ȱǯȱȱřǯŞƖȱȱŝǯŜƖȱȱȱȱȱ¡ȱ ȱĴȱ
ȱȃ ¢ǰȱȱȱȄȱȱŘŖŖŖȱȱŘŖŖśȱ¢ǰȱȱęȱ
ȱȱȱŚŖǯŞƖȱȱŘŖŖŞǯȱ ȱŘŖŗŖȱȱȱȱȱȱřśǯŘƖȱȱȱ
ȱ¡ǰȱȱŗŝǯŖƖȱȱ¡ȱ ȱȱȱ39.
ȱŗśǯȱȱȱȱȱ¡ȱ
ȱ£ȱȱŘŖŖŖȬŘŖŗŗȱǻȱƖǼ

Source: www.maliyye.gov.azǲȱ

ǯǯ£

ȱȱȱȱȱ¢ȱȱȱǻşŝȬşŞƖǼȱȱȱȱȱȱȃȬ
¢ǰȱȱȱȄȱȱȱȱȱȱȱȬ
ments of the state40ǯȱ ȱȱ ǰȱȱȱ¢ȱȱĴȱȱȱǰȱ
more and more funds are directed into public investments from year to year.
39
ഩůƚŚŽƵŐŚĚĞĨĞŶĐĞĞǆƉĞŶĚŝƚƵƌĞƐŝŶƚŚĞĐŚĂƌƚǁĞƌĞϭϬ͘ϭйŝŶϮϬϭϬ͕ŝƚƐŚŽƵůĚďĞŶŽƚĞĚƚŚĂƚĂƐŝŐŶŝĮĐĂŶƚ
ƉŽƌƟŽŶŽĨƚŚĞĨƵŶĚƐĨƌŽŵƚŚĞƐƚĂƚĞďƵĚŐĞƚŝƚĞŵŽĨƚŚĞ͞ŵŝƐĐĞůůĂŶĞŽƵƐĞǆƉĞŶĚŝƚƵƌĞƐ͟ŝŶϮϬϬϵͲϮϬϭϬǇĞĂƌƐ
ǁĞƌĞƐƉĞŶƚŽŶĚĞĨĞŶĐĞ͘ŽŶƐŝĚĞƌŝŶŐƚŚŝƐ͕ĚĞĨĞŶĐĞĞǆƉĞŶĚŝƚƵƌĞƐĐŽŵƉƌŝƐĞϭϳй͘
40
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ȱ ȱ ȱ ȱ ǯȱ Over the period between 2000 and 2010,
ȱ  ȱ ȱ ȱ ¢ȱ ¢ȱ Ǳȱ ȱ ȱ ŗŘŝŖǯŖȱ ȱ
manats in late 2001, 1650.5 million manats in 2005, and 3557.3 million USD dollars
in 2010. On January 1, 2012, the amount of credits (both used and those considered
the state’s debts) within foreign borrowing of the state was 4816.7 million US dolȬ
lars, which is 521.6 US dollars per capita41.
ǰȱȱȱęȱȱȱȱȱȱȱȱ ȱȱȬ
ȱ¢ȱ¢ȱȱȱȱ ǯȱȱȱ¢ǰȱ ȱȱȱ
ȱŗŞǯŜƖȱȱŘŖŖŚȱȱŗŘǯŝƖȱȱŘŖŖśǰȱ¢ȱ ȱŝǯşśƖȱȱŘŖŖşǰȱŝǯŚƖȱȱŘŖŗŖǰȱ
ȱŝǯŜƖȱin 201142.
However, the recent years’ growth trends in the amount of foreign debts cannot
ȱȱǯȱȱȱȱȱ ȱȱȱ ȱȱ¢ȱ
řǯşƖȱȱȱȱȱ¢ȱȱŘŖŖśǰȱȱęȱ ȱŗŚǯŗƖȱȱŘŖŖşǰȱŗŘǯŝƖȱȱ
ŘŖŗŖǰȱȱŘŚǯşȱƖȱȱŘŖŗŗǯȱȱǰȱȱȱ¢Ȃȱ ȱȱȱȱȱ
is extremely high, which can be risky for the current situation of the country in
ȱ ȱȱȱȱȱ Ȃȱȱǯȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
guarantee in 2012, foreign debts will reach close to 7 billion USD dollars by
early 201343.
ȱȱȱȱȱȱȃ ȱȱȱȱ ȱȱ Ȭ
Ȅȱ ȱȱȱŘŖŖŝȱȱȱȱȱȱ ȱȱȱȱ
ęȱȱȱȱ¢ȱǯȱȱȱŘŖŖŞǰȱȱȱȱȱ
this Fund from the state budget, which comprised 46.7 million manats in 2008,
47.1 million manats in 2009, and 97.1 million manats in 2010.
ȃȱȄȱȱȱǯȱ ȱŘŖŖŜȱȃȱȄȱȬ
ditional Budget Fund was established with the overall purpose of accelerating
ȱȱȱȱȱǰȱě¢ȱȱȱȬ
ȱȱȱȱȱȱȱȱȱȱǯȱȱȱȱ
ęȱ¢ȱȱȱȱȱȱȱȱȱȱ¡ǯȱȱ
assets of the Fund comprised 170 million manats in 2010.
41
ഩ7KH/DZRQWKH6WDWH%XGJHW,PSOHPHQWDWLRQDQGWKH5HYLHZRIWKH$FFRXQWV&KDPEHU%DNX
3DJH
42
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ȱ ȱ ȱ ȱ ǯȱ Increasing state budget revenues were also acȬ
companied by increasing amount of transfers from state budget to reserve funds
from year to year. Apart from the Reserve Fund of the state budget, starting from
ŘŖŖŜȱȱ ȱ¢ȱȱȱȱȂȱȱȱȱȱ
state budget. Compared to 28.6 million manats of Reserve Fund’s expenditures of
state budget in 2005, they comprised 438.5 million manats in 2008 and 448.3 milȬ
lion manats in 2010.
ȱȱ¡ȱȱȱȂȱȱȱ ȱŝŚǯŖȱȱȱ
ȱŘŖŖŜǰȱ¢ȱ ȱȱ ȱȱŘŖŗŖȱȱŗśşǯśȱȱǯȱȱȱ
decides on the use of this fund’s resources independently. According to National
ȱ ȱ ǰȱ ȱ ȱ ȱ Ȃȱ ȱ ȱ ȱ ¢ȱ ȱ
on events of political nature (building a political image)44. In 2010, 607.8 million
ȱȱśǯŘƖȱȱȱȱȱȱ ȱȱȱȱǯȱȱ
tendency of allocating funds from the state budget to reserve funds is underway.
ȱŗŜǯȱĴȱȱ¡ȱȱȱȱ
ȱȱȱȱǻȱǼ

44
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ȱ ȱ ǯȱ While in 2002, NFES received 2.6 million manats
ȱȱȱȱȱŚŖǯŖȱȱȱȱŘŖŖśǰȱȱŘŖŖŜȬŘŖŖşȱ¢ȱȱ
yearly amount of funds allocated to the fund comprised 74 million manats, which
decreased slightly down to 44 million manats in 2010. However, starting from
2005, the amounts repaid to the Fund from the credits to entrepreneurs increased
¢ȱ¢ȱ¢ȱ¢Ǳȱ ȱȱ ȱŝǯŗȱȱȱȱŘŖŖśǰȱȱŘŖŗŖȱȱȱ
75.5 million manats (more than 10 times). As a result of it, the amount of Fund’s
credits to entrepreneurs has increased year by year too.
ȱŗŝǯȱ  ȱ¢ȱȱȱȱǻȱǼ

ȱȱȱȱȱȱȱȱȱȱ ȱȱȱȱŗǯśȱ
million manats 2002, 36.3 million manats in 2005, 129.6 million manats in 2009 and
115.0 million manats in 2010.
¢ȱȱǰȱȱȱȱȱŘŖŖŘȬŘŖŗŖǰȱȱȱȱśŞŖǯŗȱȱȱȱȬ
ȱȱ ȱȱȱȱȱȱȱęȱȱȱȬ
¢ǱȱȱȱȱǰȱŘŖŞǯŜȱȱȱǻřśǯŜƖǼȱ ȱȱȱȱȱ
ȱȱȱǰȱŗŝşǯŚȱȱȱȱǻřŖǯşƖǼȱȱȱȬ
ǰȱŝŝǯŗȱȱȱǻŗřǯřƖǼȱȱ ȱ ȱȱ ȱ ǰȱ
ŝşǯŘȱȱȱǻŗřǯŜƖǼȱȱȱǻǼǰȱřŚǯřȱȱȱǻśǯşƖǼȱ
touȱȱŗǯŜȱȱȱǻŖǯřƖǼȱȱȱǯȱ
56
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ȱŗŞǯȱȱŘŖŖŘȬŘŖŗŖȱȱȱȱȱȱǻƖǼ

After the State Support Fund for Mass Media was established in 2009, assets are
allocatedȱ ȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭȱ Ȭ
ǯȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭȱ ȱ
since 2009.
ȱȱȱȱȱȱȱȱ¢ȂȱǯȱǰȱȱŘŖŗŖȱ
ȱȱǰȱȱȱ Ȭ £ȱȱ£ȱȱȱȱȱ
ȱȱȱęȱ¢ȱȱǯȱ
NFES has led a policy to increase the amount of credits in that while the Fund
ȱ ȱ ȱ ŗŖŖŖȬȱ ȱ ȱ ŘŖŖşǰȱ  ȱ ȱ ŘŖŖşȱ ȱ ȱ ȱ
Fund’s Regulations, the Fund does not grant credits less than 10 thousand manats.
Meanwhile, after these changes the highest amount of the Fund’s credits was also
set to be 5 million manats. According to NFES’s information, after 2009 a great
¢ȱȱȱȱǻŞśȬşŖƖǼȱȱȱȱ ȱȱǻȱŘśŖȱȱȱ
to 1.0 million manats) and huge (up to 5.0 million manats)45.
£ȱ ȱ¢ȱǻ Ǽǯ Established on 30th of March, 2006, AIC’s
initial charter capital was created from funds of SOCAR, which amounted to 90
million manats in 2006. In 2009, 70 million manats was allocated from the 2009
45

ഩŚƩƉ͗ͬͬĂE&^͘ŐŽǀ͘ĂǌͬĂǌͬ
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state budget (as state investments) for AIC’s charter capital to increase.
Below are the prȱ ȱȱȱȱȱȱ ȱȱȱȱȱǱ46
Ȋȱ ȱ ȱ ȃȱ Ȅȱ ǰȱ ȱ ȱ ȱ ǰȱ ȱ ȱȱȱ ȱȱǲ
Ȋȱ ȱȱȱ ȱȱȱ ȱȃȄȱ¢ȱȱǲ
Ȋȱ ȱȱȃ££Ȅȱȱǻ¢ȱ ȱȃ£Ȅȱ Ǽǲ
Ȋȱ ȃ£¡Ȅȱǲȱ
Ȋȱ ȱȱȃ£Ȅȱǲ
Ȋȱ ȱȱȬȱȱȮȱŘśƖȱǻȱǻŜśƖǼȱ ȱȃ ȱ
ěǭȄȱ¢ȱǻŗŖƖǼȱȱǼǲȱ
Ȋȱ ȱ ȱ ȱ¢ȱǻ¢ȱ ȱ ȱȱǰȱ ȱȱȱȱȱȱȱǼǲ
Ȋȱ ȱȱŗŖȱȱȱȱȱȃ ȱȄȱȱȱȱ ȱȃ Ȅȱ¢ǲ
Ȋȱ

ȱȱȱ Ȭȱǲ

Ȋȱ ȱȱȱȱȱȱȬȱ¡ǲ
Ȋȱ Agriculture projects.
ȱȱȱȱȱȱȱŘŖŗŖǰȱȱ Ȃȱǰȱȱ
in the amount of 488.3 million manats were channelled into the economy via local
and foreign investors47.
¡ȱ ǯ In early ŘŖŖŗǰȱ ȱ ¡ȱ ȱ ȱ ȱ ȱ£ǰȱ ȱ
which tax issues started to be regulated via single legislation.
ȱ ȱ Ȭȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ¢ǰȱ Ĵȱ
Ȭȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ǰȱ
ęȱ¡ȱȱ ȱ ȱȱŘŝƖȱȱŘśƖȱȱŘŖŖřǰȱȱŘŚƖȱȱŘŖŖŚǰȱȱŘŘƖȱȱ
ŘŖŖŜǰȱȱȱŘŖƖȱȱŘŖŗŖǯȱ
ȱ ȱ ȱ ȱ ȱ ęȱ ȱ ǰȱ Ĵȱ ¢ȱ ȱ
and insurance services, as well as stronger ability of banks and insurance comȬ
panies to repay and increase their capitalizing capacity, according to the law of
46
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28 October 2008,48ȱȱȱȱȱęǰȱȱȱȬȱȱ
directed to iȱȱȱ ȱȱȱęȱ¡ȱȱřȱ¢ȱȱŗst
January, 2009.
Since 2001 aȱęȱ¡ȱ¢ȱȱȱȱȱȱ¢ȱȱȱȱ
and medium enterprises in the country and simplify their taxation mechanism.
ȱȱȱȱȱȱ¢ȱȱȱȱȱȬȱ
ǰȱȱ¡ȱȱŚƖȱȱȱȱȱŘƖȱȱȱȱȱȱ¢ǯȱ
ȱȱȱȱȱȱ¡ȱ¢ǰȱȱȱ¡Ȭ
ed from all taxes except land taxes and it has been extended to be so until the end
of 2013.
ȱȱȱȱȱȱ¢ǯȱAccording to information available
for 1st of January, 2011, there are 150 credit organizations providing banking serȬ
ȱ ȱȱȱȱȱȱȱ£ǰȱŚŚȱȱȱȱǰȱŗŖŜȱȱȬ
ȱȱ£ǯȱȱȱȱȱȱȬ ȱȱŚřȱȱǰȱȬ
cluding 22 private banks with foreign investment49ǯȱȱŘŖŖŖȬŘŖŗŖǰȱȱȱ
of banks reduced from 52 to 44. Overall, the number of credit organizations was
146 in 2010 comparing to 158 in 2000.
ȱ£ȱȱȱ¢ȱȱȱ£ȱȱȱŞŜśȱȱȱ
in 2000 to 13,3 billion manats in 201050ȱȬȱŗśǯŚȱǯȱȱȱǰȱȱ
ȱ ȱȱŞǯŞȱǯȱȱȱȱȱȱȱȱȱ ȱȱŘŖŖŖȱ ȱ
ŗŞǰǯřƖǰȱ ȱȱȱřŘƖȱȱŘŖŗŖǯȱ ȱŘŖŗŘǰȱȱȱȱȱȱ¢ȱȱ
ȱȬȱ ȱ ȱŝŘǯŗƖǯȱȱŘŖŖŖȬŘŖŗŖǰȱȱ ȱȱȱȱȱ¢ȱ
ȱ¡ȱȱȱ ǯȱ
ŘŖŖŗȬŘŖŗŖȱ ȱȱ¢ȱ ȱȱȱȱȱȱȱ¢ǰȱǯǯȱȱ£ȱ
of credits both in national and foreign currencies steadily increased from year to
year and this increase has been even faster since 2006. While the total bank credits
to the country’s economy comprised 486.2 million manats in 2001, they went up to
1441.0 million manats in 2005 and 9163.4 million manats in 2010.

48
ഩdŚĞ >Ăǁ ŽŶ ^ƟŵƵůĂƟŽŶ ŽĨ ĂƉŝƚĂůŝǌĂƟŽŶ ŽĨ ĂŶŬƐ͕ /ŶƐƵƌĂŶĐĞ ĂŶĚ ZĞŝŶƐƵƌĂŶĐĞ ŽŵƉĂŶŝĞƐ͕ KĐƚŽďĞƌ Ϯϴ͕
ϮϬϬϴ͕ζϳϭϬͲ///Y
ŚƩƉ͗ͬͬǁǁǁ͘ĞͲƋĂŶƵŶ͘ĂǌͬƉƌŝŶƚ͘ƉŚƉ͍ŝŶƚĞƌŶĂůсǀŝĞǁΘƚĂƌŐĞƚсϭΘĚŽĐŝĚсϭϱϲϰϲΘĚŽĐƚǇƉĞсϬ
49

ഩE͕www.cbar.az
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ȱŗşǯȱȱȱȱȱ£ȱȱ£51 (million manats)

total credits

Relative to 2001, the amount of credits increased roughly thrice in 2005, and 18.8
ȱȱŘŖŗŖǯȱȱal amount of credits that banks presented to the country’s
economy in 2010 was 6.4 times more than in 2005.
ȱŘŖŖŜǰȱȬȱȱ ȱȱȱ¢Ȃȱȱ¢Ȃȱȱ
ȱȱȱȱŘŖŖŝǰȱȬȱȱȱȱȱȱȱȱȱ
the credits portfolio. While only 27.2% (132.3 million manats) of all credits in 2001
ȱȬǰȱ¢ȱ ȱśŗǯŝƖȱǻȱŗŘŘŖǯŝȱȱǼȱȱŘŖŖŜǰȱȱŝŘǯŖƖȱ
(6596.3 million manats) in 201052.
ȱȱȱȱȱŘŖŗŖǰȱŘŚǯŗƖȱǻŘŘŖŜǯŞȱȱǼȱ ȱȱȱȱȱ
ǰȱŗŖǯŝƖȱǻşŞŚǯŖȱȱǼȱȱ¢ȱ¢ǰȱȱȱȱ
ǰȱŚǯŞƖȱǻŚŚŗǯřȱȱǼȱȱȱȱǰȱŝǯŘƖȱǻŜŜŖǯŜȱ
ȱǼȱȱȱȱȱǰȱŝǯŚƖȱǻŜŞŘǯŚȱȱǼȱȱȬ
¢ȱȱǰȱśǯŖƖȱǻŚśŚǯŚȱȱǼȱȱŘşǯśƖȱǻŘŝŖŖǯŞȱȱ
manats) to households53.
ȱȱȱǰȱ¡¢ȱŚȬśƖȱȱȱȱȱȱȱ
ǰȱŜȬŝƖȱȱ¢ȱȱǯȱȱ ȱȱȱȱȱ
51
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credits in these areas are concessional credits to entrepreneurs and farmers, which
come from NFES54 and State Agency for Agricultural Credits from state budget
through agent banks.
ȱȱȱ¢ȱ¢ȱȱȱȱ¢ȱȱȱśȬŜƖȱȱ
ŗŝȬŗŞƖȱ ȱ ŘŖŖşǰȱ ȱ ȱ ¡ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŝśŖȱ ȱ
manats55ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǻřƖǼȱ ȱ ŝȱ ¢ȱ ȱ ȱ
ȱȱ ȱȱǻřƖǼǯȱǰȱȱȱȱȱȱ¢ȱȱ
decreased by 11% by the end of 2010.
Despite the increasing number of subsidiaries of banks in the regions in recent
years, more than 85%ȱȱȱȱ ȱȱǯȱȱǰȱŞŞǯŝƖȱ
ȱȱȱ ȱȱȱȱȬȱǯȱ¢ȱŗŖƖȱȱȱȱ ȱ
ȱȱȱǯȱ ȱ ȱȱȱȱ ǰȱǰȱǰȱ
Lenkaran and Mingachevir, it turns out that such a centralization of credits cannot
seriously contribute to regional development, which indicates disinterest of banks
in providing credits to regions.
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ £ǰȱ ȱ ŘŖŖŘȬŘŖŗŖȱ ȱ
ȱ¢¢ȱȱȱȱȱȱ£ȱȱ ȱŗřƖȱȱŗşƖǯȱ
ȱȱ¢ǰȱȱȱȱȱȱ¢ȱ ȱŗśȬŗŝƖǯȱȬ
ǰȱȱȱȱȱȱ ȱ56 show that the range of
ȱȱȱȱȱ ȱȱȱȱŘŖŗŖǰȱ ȱŚƖȱǻȬ
ȱȱȱȱǼȱȱřśƖ57ǯȱȱȱȱȱȱȱȬ
ȱȱŗśȬŗŝƖȱ ȱ¢ȱȱȱ Ȭȱȱȱȱȱȱ
ǻřȬŞƖǼǰȱ ȱȱȱŘśȬŘŞƖȱȱȱȱȱȱȱ¢58, while
interest rates of credits that banks themselves granted to small and medium entreȬ
ȱȱȱȱ¢ȱ ȱŘŘȬřŖ%. Such high interest rates
seriously hinder accessibility of businesses to credit resources.
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ഩŚƩƉ͗ͬͬĂE&^͘ŐŽǀ͘ĂǌͬĮůĞƐͬ,ĞƐͺϮϬϭϬ͘ƉĚĨ
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ഩŚƩƉ͗ͬͬǁǁǁ͘ůĞŶƚ͘ĂǌͬŶĞǁƐ͘ƉŚƉ͍ŝĚсϮϵϰϰϮ

56

ഩŚƩƉ͗ͬͬǁǁǁ͘ƐĞŝ͘ĂǌͬŶĞǁƐͲϭϬϲϯ͘Śƚŵů

57

ഩǀĂůƵĂƟŽŶŽĨƚŚĞ&ĂĐƚŽƌƐtŚŝĐŚīĞĐƚƌĞĚŝƚ/ŶƚĞƌĞƐƚZĂƚĞŝŶǌĞƌďĂŝũĂŶ͘ZĞƐĞĂƌĐŚŽĐƵŵĞŶƚ͘DĞĚŝĂĂŶĚ
WƵďůŝĐ/ŶŝƟĂƟǀĞƐĞŶƚĞƌʹKƉĞŶ^ŽĐŝĞƚǇ/ŶƐƟƚƵƚĞƐƐŝƐƚĂŶƚ&ŽƵŶĚĂƟŽŶ͘ϮϬϭϭ
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ഩ ĐĐŽƌĚŝŶŐ ƚŽ ƚŚĞ DŝŶŝƐƚƌǇ ŽĨ &ŝŶĂŶĐĞ͕ ĚƵƌŝŶŐ ϮϬϬϲͲϮϬϭϭ ƚŚĞ ĨŽůůŽǁŝŶŐ ůĞŶĚŝŶŐƐ ǁĞƌĞ ŵĂĚĞ ĨƌŽŵ ƚŚĞ
ďƵĚŐĞƚ͗ ϰϱϯ͘ϭ ŵŝůůŝŽŶ ŵĂŶĂƚƐ ƚŽ ƚŚĞ EĂƟŽŶĂů &ŽƵŶĚĂƟŽŶ ŽĨ ^ƵƉƉŽƌƚ ƚŽ ŶƚƌĞƉƌĞŶĞƵƌƐŚŝƉ͕ ϯϭϳ͘ϲ ŵŝůůŝŽŶ
ŵĂŶĂƚƐƚŽ͞ŐƌŽůĞĂƐŝŶŐ͕͟ϰϬ͘ϬŵŝůůŝŽŶŵĂŶĂƚƐƚŽƚŚĞ^ƚĂƚĞŐĞŶĐǇĨŽƌŐƌŝĐƵůƚƵƌĂůƌĞĚŝƚƐ͕ϭϭϲ͘ϬŵĂŶĂƚƐĨŽƌ
ƐŽĐŝĂůŚǇƉŽƚŚĞĐ͘/ŶϮϬϬϵǇĞĂƌĂůŽŶŐͲƚĞƌŵƐŽŌůŽĂŶŝŶƚŚĞĂŵŽƵŶƚŽĨϭ͘ϮďŝůůŝŽŶŵĂŶĂƚƐǁĂƐůĞŶƚƚŽϮďŝŐƉƵďůŝĐ
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StockȬȱǯȱȱȱȱȱȱȱȱǻȱ
debt obligations) market is both considered as alternative to direct bank crediting
ȱȱȱȱȱȱȱęȱȱȱȱ¢Ȃȱ
¢ǯȱ ȱ ęȱ ȱ ęȱ ȱ ¢ȱ ȱ ęȱ ȱ ȱ Ȭ
ȱęȱȱȱ¢ǯȱ
ȱȱȱ£ȱȱ¢ȱȬȱȱȱȱ¢ȱȱȬ
ȱȱ¢ȱȱȱȱȱřŖŖȱȱǯȱȬȱȱȱ
ȱȱȱȱȱǻȱȱȱȱŗŖŖȬŗśŖȱȱǼǯȱȱȱ
market has not yet developed, it has no serious impact on development of the
credit market.
In spite of establishment of stock companies in the process of privatization of state
property, it is still too early to speak about any corporate stock market in the counȬ
try. Despite operations of purchases and sales of shares in the stock market, they
ȱȱȱȱȱȱĴȱȱȱȱǯȱ
ȱȱȱ  Ȭ ȱęȱȱȱȱȱ
ǰȱȱǰȱȬȱ£ǰȱȱȱ
ȱȱȱȱȱ¡ȱȱ£ǰȱȱȱȱ ȱȱ
becomes impossible, thus reinforcing monopoly of commercial banks in the credit
market of the country.

,QIUDVWUXFWXUHLQYHVWPHQWV
ȱȱȱȱȱȱ£ȱȱȱŗşşśȱ ȱȱȱ
ȱȱȱ ȱȱǻŗśǯŞȱȱǼȱȱȱȱśƖȱȱ
ȱȱ¡ǯȱȱŘŖŖśȱȱȱȱȱȱȱ£Ȭ
Chirag Guneshli contract and higher prices of crude oil in the world market led
to dramatic rise in the state’s revenues, which allowed the government to expand
this practice.
ȱȱȱȱȱȱ¡ǰȱȱȱęȱȱ
directions of public investment policy as follows59Ǳ
59
ഩdŚĞDĂŝŶWƌŝŽƌŝƟĞƐŽĨ^ŽĐŝĂůͲĐŽŶŽŵŝĐĞǀĞůŽƉŵĞŶƚŽĨǌĞƌďĂŝũĂŶŝŶϮϬϬϲͲϮϬϬϵ͘ƵĚŐĞƚƉĂĐŬĂŐĞŽĨϮϬϬϲ͕
ǀŽůƵŵĞ//͕ƉĂŐĞϯϲ
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Ȋȱ promote investments into non-oil sectoȱȱȱǲ
Ȋȱ ȱȱȱȱȱȱȱǲ
Ȋȱ focus more on social aspect of investments and priority of human capital and
ǲ
Ȋȱ ȱȱ¢ȱȱȱǲ
Ȋȱ ȱȱȱȱȱȱ¢ǯ
ȱ ȱ ¢ȱ

ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ

ȱȱȱŘŖŖŝȬŘŖŗŖȱ¢ȂȱȱȱȬȱ60Ǳȱ“while
the state privatization is carried out and production of ready products is delegated to the
ȱǰȱȱȱǰȱ ȱȱ¢ȱȱȱȱȬȱ
ǰȱ ȱȱ¢ȱȱȱȱȱȱ¢ȱ ȱȱǯȱȱȱ
ȱǰȱȱȱ ȱȱ¢ȱǯȄ
ȱ ȱ ȱ ȱ ȱ ȱ£ȱ ȱ ȱ ȱ ȱ ŘŖŖřǰȱ ȱ
ȱ¢ȱȱȱ ȱ¢ȱȱŘŖŖŞȱȱęȱȱȬ
lowing as priorities61Ǳ
Ȋȱ

ȱȱȱȱȱǯȱ

Ȋȱ Balanced regional development.
Ȋȱ ȱȱȱȱȱĴȱȱǯ
While public investments made up 26.5 million manats in 2000, they reached 159.9
ȱ ȱ ȱ ŘŖŖśǰȱ ȱ śŞśŗǯŜȱ ȱ ȱ ȱ ŘŖŗŗǯȱ ǰȱ ȱ ȱ
ŘŖŖŖǰȱ ȱ ȱ ȱ ŘŘŗȱ ȱ ¢ȱ ŘŖŗŗǰȱ ȱ řŞƖȱ ȱ ȱ
ȱ ¡ǯȱ ȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭ
ȱ ȱ ŖǯśŜƖȱ ȱ ŗŗǯŜşƖǯȱ ǰȱ ȱ ŘŖŖŖȬŘŖŗŗǰȱ Řŗȱ ȱ ȱ ȱ
spent on infrastructure, social spheȱȱȱȱǯ

60

ഩdŚĞDĂŝŶWƌŝŽƌŝƟĞƐŽĨ^ŽĐŝĂůͲĐŽŶŽŵŝĐĞǀĞůŽƉŵĞŶƚŽĨǌĞƌďĂŝũĂŶŝŶϮϬϬϳͲϮϬϭϬ͘ƵĚŐĞƚƉĂĐŬĂŐĞŽĨϮϬϬϳ͕
ǀŽůƵŵĞ/͕ƉĂŐĞϮϳ
61

ഩ^ƚĂƚĞ/ŶǀĞƐƚŵĞŶƚWŽůŝĐǇŽĨϮϬϬϴͲϮϬϭϭ͘www.economy.gov.az
ASSESSMENT OF ECONOMIC AND EXPORT DIVERSIFICATION

63

ȱřǯȱ£ǰȱȱȱȱȱǰȱȱȱȱȱ
ȱȱ ȱȱŘŖŖŖȬŘŖŗŗ
Indicators

2000

2005

2006

2007

2008

2009

2010

2011

3XEOLF
LQYHVWPHQWV
LQPLOOLRQ
PDQDWV

















6KDUHLQWKH
VWDWHEXGJHW
LQ

















5DWLRWR*'%
LQ

















ȱŘŖǯȱ£ȱȱȱȱȱȱ
ȱȱȱȱȱŘŖŖŖȬŘŖŗŗ
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ȱ Řŗǯȱ ȱ ȱ ȱ ȱ
ȱ ȱ ¡ȱ ȱ Ȭ¥Ȭȱ 

Obviously, since 2006, the amount of public investments of the state budget and
their share in the state budget expenditures has been rapidly increasing. NevertheȬ
ǰȱ ȱȱȱȱȱȱȱȱȱȱȱǰȱ
general information is given about this expenditure item, that is, comprehenȬ
ȱȱȱȱȱȱęȱȱȱȱȱǰȱ
ȱȱȱřśȬŚŖƖȱȱȱȱȱ¡ǰȱȱȱȱȱ
ȱȱǯȱȱǰȱȱȱȱȱȱȱȱ
budget investment expenditures are carried out with a decree of the Cabinet of
ȱ ȱ ȱ ȱ ȱ ȱ Ȯȱ ȱ ¢Ȭ¢ȱ ȱ
the corresponding.
State budget expenditures are mainly spent on restructuring, renovation and reȬ
construction of production and social infrastructure in the country.
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ȱŚǯȱ ȱȱȱȱ¡ȱȱ
ȱȱŘŖŖŜȬŘŖŗŖȱ¢ȱǻȱǼ
Main directions

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

1

ȱŘ

3

4

5

6

ǯȱ ȱȱ

578.4

935.4

ŘŜřŖǯř

ŘŖşŞǯś

ŘřśŖǯŝ

Road-transportation
infrastructure

215.4

422.3

1581.6

1182.6

1681.2

Utility infrastructure

56.8

82.1

344.2

242.9

229.6

Water resources and
irrigation measures

25.5

70.2

123.4

88.6

222.8

Industry and energy
complex

277.8

213.8

532.1

490.5

169.0

Ecology

1.3

18.9

20.9

5.2

25.6

Agriculture

1.7

54.4

28.1

18.7

22.5

-

73.7

-

70.0*

-

ŗŘŘ

ŚŖś

769.7

683.1

śśŘǯŗ

Education facilities

43.4

92.7

214.7

59.4

128.5

Health care facilities

24.2

72.0

204.2

81.9

82.8

ȱȱȱȱ
ȱ¢Ȃȱȱ

11.3

18.7

42.8

41.2

67.4

Cultural facilities

12.0

77.9

174.2

98.6

170.5

Sports facilities

14.4

57.5

105.0

54.1

71.7

Entrepreneurship
ǯȱȱ
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Ĵȱȱȱ
standards for refugees and
ȱ
Other social projects

ǯȱǰȱǰȱ ȱ
ȱȱȱ
activities to eliminate
¢ȱ

ǯȱȱȱ
ȱǱ

1.3

3.98

4.0

5.2

3.1

15.4

82.1

25.0

342.7

28.1

ŗřŖǯŗ

řŖŗǯŝ

454.7

558.4

847.9

47.7

ŘŜŖǯŗ

ŚŘŖǯś

ŘŗřǯŚ

381.7

879.6

ŗşŖŘǯŘ

ŚŘŝśǯŘ

3553.4

ŚŗřŘǯŚ

Ǳȱ ȱȱȱȱȱȱȱȱ
implementation across corresponding years
ȱ ȱ ȱ ȱ Śǰȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȬȬ
ȱǯȱȱȱŘŖŖŚǰȱȱ ¢ȱȱ£ȱȱȱ
ǯȱȱ ȱȱ ¢ȱȱȬȱ ¢ȱȱȱȱ
ȱǰȱȱȱȱȬ ȬȬȱ ¢ȱȱȬȬ
ȱǻȱ ȱ Ǽȱ ¢ǯȱȱȱǰȱ ¢ȱ ȱȱȱȱŚȱ
ȱȱ¢ȱǯȱȱȱȱǰȱȱȱȱȱȱȬ
Shamakhi and a circular road round Baku have been carried out and completed
too. Also, various roads and road intersections were built or being built currently.
 ǰȱ  ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȬȬ
ȱǰȱȱȱ ȱȱȱȱȱȱȱȱȱȱ
ȱǯȱȱ¡ǰȱȱȱȱŘȱ¢ȱȱȱȱŗŚȬȱ ¢ȱȱ
Azizbayov circular road up to the airport and it cost 24 million US dollars per km.
ȱȱȱȱGȱ ȱ¢ǰȱ ȱȱȱŚśǯśȱȱȱǰȱȱ
ŗŝȱǰȱȱȱȱŗŚǯśȱȱȱŗŖŖȱȱǰȱ£ȱȱ
ȱśǯśȱȱȱȱȱȱ¢ǯ62
62
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ȱȱȱĜ¢ȱȱȱȱȱȱȱsectors where public investȬ
ȱȱ£ǯȱȱ¡ǰȱȱŘŖŖśȬŘŖŗŗǰȱȱȱȱȱȱȱ
ŗŘŖŜǯŗȱȱȱ ȱȱȱȃ£¢Ȅȱǯȱǰȱȱȱȱ
not yield any result in the production of electricity. With these investments, startȬ
ȱȱŘŖŖŜǰȱȱȱ¢ȱȱȱŘŚǯśȱȱĴȱȱŘŖǯŗȱĴǰȱ
and heat energy from 5238 thousand gigacalories to 1013.4 thousand gigacalories.
ȱśǯȱȱȱȱȱȱ
ȱ£¢ȱȱȱŘŖŖśȬŘŖŗŗȱ¢
Indicators

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŗŗ

ȱȱ
to Azernergy JSC, in
million manats

6.7

272.5

116.8

318.1

240.5

72.0

179.5

ȱȱ
electricity, in billion
Ĵ

22.9

24.5

21.8

21.6

18.9

18.7

20.1

Heat Energy
production, in
thousand GCal.

4 723

5 238

4 244

4 399

3 196

2 968

1013.4

ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǯȱ ȱ ȱ ȱ ¡ȱ ȱ Ȭȱ
Ȭ ȱ¡Ȭ¢ȱȱȱȱŘŖŖŝȬŘŖŗŗǰȱ¡ȱȱȱȱ
ȱ ¢ȱ ȱ ȱ ȱ ȱ  ¢ȱ ǰȱ ȱ ȱ ȱ Ȭ ȱ
ȱȱę¢ȱȱ¡ȱȱȱȱȱȱȱȱȱ
ȱȱ¢ȱȱȱȱȱȱǻȱŜǼǯȱ ȱȱ ǰȱȱ
¡ȱȱȱ¡Ȭ¢ȱȱŘǯřȱȱȱȱȱȱȱȬ
get than the amount of taxes they paid to the budget in the past 5 years, which
ȱȱȱȱȬȱȱȱȱȱȱǯ
In addition, the fact that the funds from the 2012 public investments that were asȬ
ȱȱȱ¡ȱĴȱǻřŘŝȱȱǼȱ ȱȱȱȱ
than the total amount of funds that was assigned to eight Executive City CommitȬ
ȱǻ ǰȱǰȱǰȱǰȱǰȱǰȱȱȱȬ
Ǽȱ ȱ ȱ ŘŚƖȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ęȱ ȱ
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ȱȱȱȃȱȄȱȱȱȱopment, emȬ
phasized in policies, remain in the background.63
ȱŜǯȱȱȱȱȱȱ¡ȱȱ¡ȱ
Ȭ ȱȬȱȱ¡Ȭ¢ȱǻȱȱǼ
ŘŖŖŝȱȮȱŘŖŗŗ
State companies

ȱ
investments

Ministry of Communication

¡ȱ

ě

24504.4

124850.7

100346.3

926925.0

555170.8

ȬřŝŗŝśŚǯŘ

9900.0

105374.2

95474.2

Caspian Sea Navigation

126583.5

6419.6

ȬŗŘŖŗŜřǯş

AZAL State Concern

484642.3

94898.4

ȬřŞşŝŚřǯş

Azersu SC

601272.5

53834.0

ȬśŚŝŚřŞǯś

ŘŗŝřŞŘŝǯŝ

şŚŖśŚŝǯŝ

ȬŗŘřřŘŞŖǯŖ

Azerenergy JSC
State Railways JSC

Total

Ǳȱȱȱȱȱȱȱȱȱ
ȱȱǰȱȱȱ
e 4 shows that, even though not stipulated in strategic and policy documents
ȱȱǰȱȱȱȱȱȃȱȱ ȱȱ
ȄȱǻǼǰȱ ȱȱŘŖǯśƖȱȱȱȱȱ¡Ȭ
tures.
ȱȱȱȱȱęȱȱȱȱȱȱȱȱȬ
struction and renovation of public administration buildings, for which 336.1 milȬ
lion manats in 2007, 600.2 million manats in 2008, and 582 million manats in 2009
were spent.64
ȱĜ¢ȱȱȱȱȱ£ȱ ȱęȱȱ¢ȱȱ ǰȱ
ȱ¡ȱȱ ȱȱȱ ȱ ¡ǰȱ  ȱȮȱŘŖŗŗȱȱŝŗȱȬ
ȱȱ Ȭȱǯ65
63
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ȱ ȱ ȱ ȱ ȱ Ĝiency of public investments are
analyzed by 17 indicators that relate to 4 key dimeǯȱȱřśƖȱǻȱ
5.1 billion dollars) of the 2010 state budget to public investments, £ȱȱ
ŗǯśřȱȱǻȱȱ¡ȱŚȱǼȱȱŚřȱȱŝŗȱ. For the sake
of comparison, it should be noted that among neighbouring states, Armenia took
8th, Kazakhstan 9thȱȱ¢ȱŘŚthȱǯȱȱ¢ȱȱ ȱȱȬȱŖǯśȱ
ȱ ȱ ȱ Śȱ Ȭȱ ¢ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱǻȱ¢ȱȱȱ ȱǱȱȱȱȬ
tegic management and presence of sectoral strategies, transparency of appraisal
ǰȱ ȱ ȱ ¡ȱ ǰȱ ȱ ęȱ ȱ Ȭ
Ǽǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǰȱ
£Ȃȱ¡ȱȱŗǯŜǰȱȱȱ¢ȱȱȱȱȱȱ
is 2, in the category of the evaluation and audit of the implementation of public
ȱȱȱŘǯȱȱȱȱ ȱȱȱȱȱȱȱȬ
ȱȱ£ȱȱȱȱȱȱȱȱǰȱȱ
ȱȱȱȱȱȱ ¢ǰȱȱȱȱ¢ȱȱȱȱȱ
Ȭntation evaluation are not at a desirable level.

+XPDQ&DSLWDO
ěȱȱȱ¢ȱȱȱęȱȱ¢ȱȱ
to human capital development. Knowledge development of labour force is posȬ
ȱȱȱ¢ȱȱȱĴȱȱȱȱȱȬ
ǯȱ ¢ȱ ęȱ ȱ ȱ ȱ Ȭȱ ȱ ȱ
ȱȬȱȱȱ ȱȱ ȱ ȱȱȱȱȱ
ȱǯȱ ȱȱȱȱȱȱȱȱȱȱȱ
that 50%ȱȱŗŝȬŘřȬ¢ȱȱ¢ȱȱ ǰȱȱȱȱ ȱȱȱȱǯȱ
In early 90s more than 20%ȱȱ ȱ ȱȱȱȱȱȱȱȬ
opment in South Korea. Also, 3%ȱȱ ȱȱ ǰȱřǯŝȱȱ ǰȱȱŘǯŞƖȱȱȱ
USA is spent on science. According to the recommendation of International ComȬ
mission on Education, education expenditures of a country should not be less
ȱŜƖȱȱ 66. According to 2011 report of OECD on education, the share of
educatiȱ¡ȱȱ ȱȱ ȱśȬŞ% in member states in 200867.
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ഩĚƵĐĂƟŽŶĂƚĂ'ůĂŶĐĞϮϬϭϭ͘KŝŶĚŝĐĂƚŽƌƐ͘
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Health care system plays as much role in human capital development as educaȬ
ǯȱhe 2010 report of the World Health Organization on the situation of health
care in the world states that in many developed countries, health care expendiȬ
ȱȱȱȱȱȱǰȱȱǰȱśȬŜ%ȱȱ ǰȱ ȱȱȱ
duties from mandatory medical insurance68.
Currently, regular evaluations are carried out and reports prepared by various
international organizations on the development level of human capital in the
world69, yearly Global Competitiveness publications of the World Economic FoȬ
rum70ȱȱȱȱȱȱȱȱȱȱȱȱȱȱȬ
velopment in the world countries.
ȱŘŖŖŖȬŘŖŗŖǰȱȱȱȱȱ ȱȱȱ£ȱȱȱęȱȱ
Ȃȱȱȱȱǯȱȱǰȱ ȱȱȃ ȱȱȱ
ȱ Ȅǰȱ ȃȱ Ȅȱ ȱ ȃȄȱ ȱ ǯȱ ȱ ȱ ȱ
hand, several state programmes were designed and implemented in each of these
ǯȱȱŘŖŖŜȱȱȱȱȱȱȱȱȬȬ
ǰȱȱ¢ȱę¢ǰȱǰȱȬȱȱȱ
diseases, cue and prevention of thalassemia, cure of diabetes, cure of HIV/AIDS,
and funds are annually allocated from the state budget for these purposes. For
instance, in 2010 alone, 47 million manats were spent on the said programmes. A
ȱȱŗśŖȱȱȱ ȱȱȱȱȱȱŘŖŖŜȬŘŖŗŖǯȱ
ȱȱ¢ȱȱȱȱȱȱȱ¢ǰȱȬ
tronic education system, free provision of secondary school students with school
ǰȱ ȱ Ȭȱ ǰȱ ȱ ȱ ǰȱ ȱ ȱ
ȱȱǰȱĴȱ¢ȱȱȱȱ ȱȱȱȬ
cept on development of vocational school education approved. Also, starting from
ŘŖŖŝǰȱȱȱ£ȱȱȱȱęȱȱȱǯȱ
ȱŘŖŖŝȬŘŖŗŗǰȱȱŘŖŖŖȱȱ ȱȱȱȱȱ¢ȱȱ
programme. In order to evaluate outcomes of human capital development policy,
it is necessary to look at the sectors and reports of international organizations.
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ǯȱ ŘŖŖşȬŘŖŗřȱ¢Ȃȱȱȱȱȱȱȱȱ
ȱȱŗśŜȱȱ ȱȱȱȱŗŖȱȱȱȱ£ȱ
ǰȱȱȱ ȱŘśŖȬŚśŖȱȱȱ ȱȱǯȱ¢ȱȱ
ǰȱ£ȱ ȱ ȱ £ȱ ȱ ȱ ȱ ǰȱ ȱ ǰȱ
Armenia and Moldova twice71ǯȱȱȱ¢ȱŗŚŖȱȱȱ¢Ȭ
ȱȱȱȱȱȱȱ£ǰȱ ȱȱȱŗŚȬŗś% of all
¢ȱȱȱȱȱȱŗŞȬřśǯȱOn the other hand, over the last 10 years, the fact
that the number of paid seats in state universities has gone up, has decreased acȬ
¢ȱ ȱ ȱ ȱ ǰȱ ¢ȱ  Ȭȱ ǯȱ ȱ ǰȱ
while in 2004, 38% of seats (28475 seats) in state universities were free of charge,
ȱŘŖŗŗǰȱȱ ȱ ȱ¢ȱśƖǰȱȱȱŝȱȱȱŗŖȱȱ ȱȱȱ¢ȱ
for a fee.
ȱ ȱ ȱ ȱ  ȱ ȱ ȱ ȱ ȱ ǯȱ ȱ ȱ ȱ ȱ
ȱĴǰȱȱǰȱǰȱŗŜȬŗŝ% of children that go to the 1st grade,
ȱȱ¢ȱ ȱȱȱȱȬȱǯȱȱęȬ
ȱȱşȬŗŖƖȱȱȱ72ǯȱ ȱȱȱȱ ȱȱęȱȱȱȱ
where no less than 90%ȱȱȱǯȱȱȱȱ ȱȱȱ
State Student Admission Commission (SSAC) shows that over the recent years,
around 20%ȱȱȱȱȱȱȱęȱ¡ȱȱȱȱȱȱ
ȱęǯȱ ȱŘŖŖşȬŘŖŗŗǰȱȱȱŘşŝŖŖŖȱȱȱ ȱȱęȱȱŗŗth
ǰȱŜŗŖŖŖȱȱǻŘŖǯśƖǼȱȱȱȱęȱ¡ǯȱǰȱȱȬ
sion information reveals that more than half of the students applying to univerȬ
sities cannot score entrance points at admission exams. For instance, the SSAC
ȱȱȱśŚƖȱȱŘŖŖşǰȱśŖƖȱȱŘŖŗŖȱȱśŗƖȱȱŘŖŗŗȱȱȱȱ Ȭ
ȱȱ¢ȱȱȱȱȱȱŘŖŖȱǰȱ ȱȱȱȱȃŘȄȱȱȱ
ȱȃśȬȱȄȱȱ¢73.
In the last 10 years, there has been an increase in the number of students going to
ȱȱȱǯȱ ȱŘŖŖŖȬŘŖŗŖȱ¢ǰȱȱȱȱȱȱ
ȱȱ¢ȱŘśƖǰȱȱŗŜǯśȱȱȱȱȱȱȱ
ȱ¢ȱȱȱȱ ȱȱ¢ȱŘȱȱȱǻŗřƖǼȱȱ
ŗŜǯŞȱȱȱȱǯȱȱȱǰȱȱęȱȱȱȱ
at state trade schools are paid. For instance, according to the SSAC data, during
71
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ŘŖŗŖȬŘŖŗŗǰȱŝŖ% (7.1 thousand people) of 10.2 thousand admission plan to vocaȬ
tional schools were paid.
Although state expenditures on education increased seven times over the last 10
¢ǰȱȱȱȱȱ¡ȱȱȱȱ ȱȱȱȱȱȱȱ
similar indicator in developed countries.
ȱŝǯȱȱ¡ȱȱȱ
Ȧ

2000

2005

2006

2007

2008

2009

2010

Education
expenditures, in million
manats

181.8

372.5

479.1

723

980

1148

1181

ȱȱ
for construction of
education premises, in
million manats

0

3453

34517

186632

197350

44931

84513

Education expenditures
as part of total budget
expenditures, in %

23.8

17.4

12.6

11.8

9.1

10.9

10.0

Education expenditures
ȱȱȱ ǰȱȱ%

3.8

2.9

2.6

2.5

2.4

3.2

2.8

ȱȱȱȱȱŝȱȱȱŘŖŖŖȬŘŖŗŖȱȱȱȱȱȱ
expenditures increased seven times, its share in consolidated budget expenditures
ȱȱŘřǯŞƖȱȱŗŖƖǰȱȱȱȱ ǰȱȱřǯŞƖȱȱŘǯŞƖǰȱ ȱȱ¢ȱ
because no balanced linkage between education expenditures and budget expenȬ
ȱȱ ȱ ȱ ȱǯȱȱȱȱȱǰȱȱ ȱ
and budget expenditures increased more than 10 and 15 times, respectively. DurȬ
ing the same period, roughly 600 million manats of budget investments was spent
on upgrading education infrastructure.
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȭ
riety of new specializations at vocational schools of all kinds indicates that the
ȱȱȱȱȱȱȱȱęȱȱǰȱȱȱ
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¡ǰȱȱȱǯȱȱǰȱȱŘŖŖŗȬŘŖŗŗȱ ȱȱȱ
ǻ ȱȱȱ ¢ȱȱȱȱȱȱȱ
Ǽǰȱ ȱ ¢ȱ ȱ ǻȱ ȱ Ǽȱ ȱ ȱ ȱ
ȱ ȱ ǻ£ȱ ȱ ¢Ǽȱ ȱ ȱ ȱ ȱ
government’s decision. Besides, there are colleges – Baku Food Industry College,
ȱ ¢Ȭ¢ȱǰȱ£ȱȱȱ ¢ȱǰȱȱ
ȱȱǰȱȱ¢ȱȱȬȱ¢ȱ£ȱȱ
ȱȱȱȬȱȱ ȱȱȱŗŖŖŖȱȱĴȱȱȱ
colleges annually.
Students are trained for 106 vocations at trade and vocational schools. Of these
ǰȱřŖȱǻȱǰȱȬǰȱȱȱȱǰȱȬ
ȱȱĴȬȱȱ¡ǰȱȬǰȱ¡ȱȱ¢ȱȬ
ǰȱȬǰȱǰȱ ǰȱȱǰȱȱǰȱǯǼȱȱ
ȱ ȱȱȱǻǰȱȬȱȱ¢ǰȱȱȱ
Ǽȱȱȱȱȱęȱȱȱȱȱęǯȱȱ
ȱŗśǯŘȱȱȱĴȱȱȱȱȱŘŖŗŗǰȱřǯśȱȱ
people chose these specializations74.
A look into the admission plan across secondary schools shows that for now, the
number of personnel trained in selected areas of government’s economic diversiȬ
ęȱȱȱȱǯȱȱǰȱȱřrd review of the SSAC on choice of
ȱȱŘŖŗŖȬŘŖŗŗȱ ȱȱȱ ȱŝŖȱȱȱȱȱȱȬ
ǰȱ ŚŘȱ ȱ £Ȭǰȱ śŜȱ ȱ ǰȱ ȱ Řśȱ ȱ ęǯȱ ȱ ȱ
specializations related with tourism, there were 129 seats and for food industry
ǰȱȱ ȱŗŞŗȱǯȱȱȱȱȱȱ¢ȱȱřŖȬŚŖ% of these
seats remain unoccupied since the said vocations are mainly paid. For instance, 96
seats or 75%ȱȱȱȬȱȱȱŘŖŗŖȱȱŝř% of seats in the categories
ȱǰȱ£Ȭȱȱȱ ȱǰȱ ȱȱȱ
requires education to be free for these specializations that the government sees as
ȱȱȱęǯȱ
Health care. ȱ  ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ£ȱ Ȭ
ready for more than 10 years and with the Cabinet of Ministers’ Decree 179 of
74
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August 2008, a concept on the application of the mandatory medical insurance
was approved. Nevertheless, there is no mechanism of medical insurance with
guarantee for people. Besides, the state’s guarantee to provide people with free
health care services is formal. Citizens continue to make informal payments at
ȱȱȱȱȬǰȱȱȱȱȱȱȱ
and treatments. On the other hand, the number of private health care clinics is
rapidly increasing with many people having to pay for mandatory medical insurȬ
ance, which is in fact supposed to be covered by their employers and state.
ȱŞǯȱȱȱȱ¡ȱ
Ȧ

2000

2005

2006

2007

2008

2009

2010

Health care
expenditures, in million
manats

40.9

115.3

162

257.2

346.2

402.4

429.4

ȱȱȱ
construction of health
care premises, in million
manats

0

4060

20478

63390

119678

28494

40584

Health care
expenditures as part
of overall budget
expenditures, in %

5.3

5.3

4.3

4.2

3.2

3.8

3.6

Health care
expenditures as part of
ǰȱȱ%

0.9

0.9

0.9

0.9

0.9

1.1

1.0

ȱŞȱ ȱȱȱŘŖŖŖȬŘŖŗŖȱȱȱ¡ȱȱȱŗŖȱ
ǯȱǰȱȱȱȱȱȱ¡ȱȱȱȱȱ¡Ȭ
ȱȱȱśǯřƖȱȱřǯŜƖǰȱȱȱȱ ǰȱȱ ȱŗƖǰȱ ȱȱśȬŜȱ
times lower than the similar indicator in development countries.
ȱ Ĝȱ ǰȱ ȱ ȱ ȱ ȱ Ȃȱ ¢ȱ ȱ ȱ Ȭ
ȱ ȱ £ǯȱ  ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ęȱ
prove that there is not a reliable health care system to protect people’s health in
£ǯȱȱǰȱȱȱŗşşŖǰȱȱȱȱȱŗŖŖŖȱȱȱȱ
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ȱ ȱ ȱ ŜśȬŜşȱ ȱ ŝŖȬŝŚȱ ȱ ȱ ¢ȱ ¢ȱ ŝǯśƖȱ ȱ ŘśƖȱ Ȭ
¢ǯȱǰȱȱȱȱȱȱĴȱȱȱȱśȱ¢ǰȱȱȱ
people’s illnesses with various diseases have considerably increased. For instance,
ȱŘŖŖśȬŘŖŗŖǰȱȱȱȱȱȱ¢ȱ¢ȱȱȱ
ȱǰȱȱȱȱŝŜǯŘȱȱŗŖȱȱȱȱŗśşǯȱȱ
ȱȱȱȱȱȱȱ ¢ǯȱ ȱŘŖŖśȬŘŖŗŖǰȱȱ
ȱȱŗŞȬ¢ȱȱȱ¢ȱŗŖȱȱȱȱ¢ȱŘŘƖȱǻȱ
ŝŜȱȱşŞȱȱŗŖȱȱǼǰȱ¢ȱȱ¢ȱśŖƖȱǻȱśŚȱȱŞŗȱȱŗŖȱȬ
ȱǼǰȱȱ¢ȱȱ¢ȱŘŝƖȱǻȱŞŝȱȱŗŗŗȱȱŗŖȱȱ
people). It is no doubt that people’s problems with health care became even more
ȱȱȱȱȱȱȱ¢ǰȱȱȬȱȬ
ǰȱȱȱȱ¢ȱȱȱȬǰȱȱ¡ȱȬ
vices at private hospitals.
ȱȱȱ£. World Economic Forum’s (WEF) annual
Global Competiveness Report contains the rating of competitiveness of the world
countries measured on the basis of corresponding 12 parameters, two of which
deal with elements – education and health care – of human capital development.
ȱȱȱęȱȱ£ȱȱȱȱȱŘŖŖśǯȱǰȱȱȱ
ȱȱȱȱȱȱȱȱęȱȱ¢ǰȱ¢ȱęȱȱŘŖŖŞȬŘŖŗŗȱ
years were reviewed.
ȱşǯȱ£ȂȱȱȱȂȱ ȱȱ ¡
Indicators

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŗŗ

Number of rated countries

134

133

139

142

Life expectancy rate

101

92

93

93

¢ȱ

94

76

109

122

Secondary education enrolment rate

80

63

12

29

¢ȱȱȱȱ

95

96

98

90

Quality of the educational system

78

64

104

113

Quality of math and science education

92

85

101

99

Quality of education management

119

117

124

125

76
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ȱȱȱȱȱable 9 in the Global Competitiveness Index, although there has
been improvement in some indicators (secondary and tertiary education) over the
ȱŚȱ¢ȱȱȱȱȱ£ǰȱ ȱȱȱȱȱȱ
indicators of human capital development (quality of the educational system, qualȬ
ity of education management, quality of math and science education, etc).
ȱȱȱ£ȱȱȂȱ ȱȬȱȱȱ ȱȱ
ȱȱȱ ȱȱȱȱȱ£ȱȱ ȱȬ
ȱ ¡ǯȱȱȱȱ ȱȱȱǻ Ǽȱȱ
ȱ¢ȱȱȱȱȱȱȱŗśȬ¢ȬȂȱȱȱ
ȱ¢ȱǻ¢ǰȱȱȱȱě¢ȱȱ¢ȱǰȱȱ
and interpret problems in a variety of situations), mathematics literacy, and sciȬ
ȱ¢ǯȱ£ȱȱȱśśȱȱȱśŝȱȱȱŘŖŖŜȱȱŜŚȱ
ȱŜśȱȱȱŘŖŖşȱȱ ȱ75.
ȱȱȱȱȱȱ¢ȱȱŗşşŖȱ ȱěȬ
ent development indexes are measured for world countries. Human development
¡ȱȱȱȱȱ ȱřȱȱǱȱ
Ȋȱ ȱ¡¢ȱȱǯȱȱȱȱȱȱȱȱȱ
¢ȱȱ¢ǲ
Ȋȱ Level of education, as ȱ¢ȱȱȱ¢ȱȱǻ ȱ Ȭȱ
Ǽȱȱȱȱ¢ǰȱ¢ȱȱ¢ȱȱȱ
ratio (with one-third weight)ǲ
Ȋȱ ȱ ȱ ȱ ȱ ǰȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ
ȱǻȱ¢ȱ ȱȱǞǼǯ
ȱŗŖǯȱȱ ȱȱ ¡ȱȱ£
Indicators

ŘŖŖŖ

ŘŖŖş

ŘŖŗŖ

ŘŖŗŗ

Number of rated countries

174

182

169

169

£Ȃȱȱ

90

86

67

91

Human Development Index

0.722

0.787

0.713

0.700

Life expectancy at birth

70.1

70.0

70.8

70.7
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ȱȱȱ ȱȱȱŘŖŖŖȬŘŖŗŗȱ¢ǰȱ£ȂȱȬ
ȱ ǯȱȱȱŗŖȱǰȱȱ¢ȂȱȱȱĴȱȱŘŖŗŖȱȬ
pared to previous years. However, the rating in two indicators declined in 2011
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŘŖŖŖȬŘŖŗŗǯȱ ȱ ȱ ȱ ŗŖȱ
years, despite tenfold increase in government’s education and health care expenȬ
ditures, no improvement in human capital development can be explained by 2
Ǳȱȱȱȱȱȱȱȱ¢ȱěȱǯ

4.4. Innovations
ȱȱȱ¢ȱȱĜȱǯ ȱȱ¡ȱęȱ
calls for selecting manufactured and exported products, for which enterprises are
supposed to apply new innovations (ȱ ȱ ęȱ ȱ ȱ  ȱ ǰȱ
application via technical application, trial production) to create a new product (apȬ
ply and have strong innovation capacity). It is crucial for the state to carry out
measures to promote innovation and build infrastructure (ęȬȱ ǰȱǰȱȱǰȱȱ£). Many legal papers and state
ȱȱȱȱ¢ȱȱ£ȱȱȱȱȬ
ȱȱȱ¢ȱȱȱȂȱ ȱȱȱ¢ǯȱȱ
ȱȱȱȱȱȱȃ£ȱŘŖŘŖǱȱȱȱȄȱ
that covers the period until 2020 states that the main target of the economy is
about ȬǰȱĜȱȱȬȱ¢ȱȱ£ǯȱȱȱ
ȱȱȱȱȱȱŘŖŗŗȬŘŖŗśȱ¢ȱ¢ȱȱȱȱ
¢ȱȱȬȱȱȱǯȱȱȱŘŖŗŗȬ
2015 credits of the Ministry of Economic Development and NFES to entrepreneurs,
ȱȱ ȱȱȱȱȱȱȱ ȱȱ ȱȱ ȱȬ
cation of innovations76. However, despite no separate normative legal act or state
ȱȱȱȱȱȱȱǰȱȱȱȱȱȱȱ
ȱȃŘŖŖşȬŘŖŗśȱȱȱȱ¢ȄȱȱȱĜ¢ȱȱ
ęȱȱȱȱ¢77. However, several provisions of the state
ǰȱȱȱĴȱǰȱȱ¢ȱȱȱȱǰȱȱ
ȱȱȱȱę£ȱ¢ȱȱȱȱŘŖŗŖȱȱȱȱȱȱȱ
ȱ¢ȱȱȱ¢ȱȱęȱ¢ǯȱȱ ȱȱȃęȱ
76
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¢ȄȱȱȱȱȱȱŘŖŗŖȱȱȱȱȱȬ
ties ȱȱȱȱȱ ȱȱȃȄȱȱ ȱǯ
Innovation e¡ȱ ȱ ǯȱ In the introduction of the ȃŘŖŖşȬŘŖŗśȱ
ȱ¢ȱȱȱȄǰȱȱȱĜ¢ȱȱȱ
ȱȱȱȱęȱȱȱ£ȱȱȱ¢ǯȱȱ
ȱ¡ȱȱȱȱȱȱŖǯřȬŖǯś%ȱȱ ȱȱŗşŞŖȬŗşşŖǰȱ
it was less at 0.2%ȱȱŗşşŞȬŘŖŖŞǯȱȱȱȱȱĴȱȱȱȬ
cation institutions and the number of employees in science are not adequate eiȬ
ǯȱǰȱȱęȱ¢ȱȱȱ¢ȱȱȱ ȱȱȱ
ȱęȱ£ȱ¢ȱȱŘŖȱ¢ȱǯȱȱ£ȱȱȱ
perform satisfactorily either in terms of patents. On the whole, the current condiȬ
ȱȱ£Ȃȱȱȱȱȱȱȱȱȱȱȱ
¢ǯȱȱǰȱȱȱȱȱęȱȱȱ£ȱȱ
ȱȱȱȬȱ Ȅ78.
ȱŘŘǯȱ ȱ¡ȱȱȱǯ

ȱ ȱ Ȃȱ ŘŖŗŖȱ ȱ ȱ ǰȱ £ȱ ȱ ȱ ȱ
ȱȱȱȱȱȱȱȱȱȱǻǭǼȱ¡Ȭ
ȱȱ 79ǯȱȱȱȂȱ  ȱ¢ȱ ¡ȱŘŖŗŘȱsuggests that
78
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£ȱȱȱȱȱ¢ȱŗśȱȱȱ h 2000 and comes
79th among 145 states. Georgia and Armenia stood at 68th and 71st places, respecȬ
¢ǯȱȱ ȱ ȱ Ȭ¡ȱ ȱ ȱ ȱ ¡ȱ ȱ ȃ ȱ ¡Ȅǰȱ
£ȱȱŞşth among 145 countries. According to this methodology of the
World Bank (a) innovations, (b) education and training system, (c) institutional
ȱȱǻǼȱ ȱȱȱȱȱ ȱ¢ǯȱ Ȭ
ȱȱȱ¢ȱȱȱȱęȱȱȱȱȱȱǻȱ
was ŗřśŞȱȱ£ȱȱŘŖŖŞǼǲȱȱ ȱ ęȱ ȱ ȱ ȱ Ȭ
ęȱǲȱȱȱǲȱȱȱȬȱȱ¡ǲȱȱ ȱȱ
amount of innovation expenditures.
ȱŘřǯȱ¡ȱȱȬ¡ȱȱ
engaged in innovations (in percentage)

Source: ĴǱȦȦ

ǯǯ

Chart 23 shows technological innovation expenditures of industrial enterprises
ȱ£ȱȱȱȱȱȱȱȱȱȱȱȱȱȱ
Ȭȱȱȱȱ¢ǯȱȱȱȱȱȱ¡Ȭ
ȱȱȱȱȱȱ£ȱȱŘŖŗŖȱȱȱŞǯŗȱȱ
ǰȱ ȱȱȱȱŖǯŖřȱȱȱȱȬȱȱȱȱ¢ȱȱ
same year. Innovation expenditures were largely incurred by processing enterȬ
prises (ȱ¢ȱȱ¡ȱȱȱȱęȱȱȱ
80
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in 2010), 62% of which was spent on purchase of equipment and machinery and
30% was spent on new products, services, and processes. For the training of perȬ
sonnel on innovations, 95.6 thousand manats was spent. In other words, another
problem with less innovation costs of industries is that a big part of current expenȬ
ȱȱȱȱȱ¢Ȭȱȱȱȱȱȱ
creating them. It is to note that 97.5% of innovation expenditures go to product
innovations and 2.5%ȱȱȱǯȱȱȱȱȱȱęȱȱȱ
¢ȱǻŘŖŖśȬŘŖŖşǼȱȱȱȱTransition Report of European Bank for ReȬ
construction and Development for 2010, which were administered through the
ȱȱȱȱȱȱȱȱȱȱȬ
ǰȱȱȱ ȱȱȱ ȱǭȱ¡ȱȱ¡ȱȱ
Ȭ¡ȱȱǻ2010) was calculated. As it is seen in the following chart,
the number of companies that consider innovation as vital is a lot lower than that
of other transition countries.
ȱ ȱȱȱȬȱęȬȱ¢ȱ
ŗǼȱȱęȱ ȱȱǻ Ǽȱȱ£ȱȱ¢ȱȱ
ȱǻǼȱ ȱȱȱ¢ȱȱȱȱȱȱŘŖŖŞǰȱ ȱȱęȱ
ȱȱȱȱȱȱȱȱȱȱȱ ȱęȱ
studies conducted in the country and creating information bank of advanced techȬ
nologies and innovations in foreign countries, which relate with the development
ȱȬȱǯȱǰȱȱ ȱȱȱȱȱ¢ȱȱȬ
ęȱȱȱ¡ȱȱȱ¢ȱȱǰȱǰȱĴǰȱ
ǰȱȱ£ȱĴȱȱǰȱǰȱȱ
education institutions, their subsidiaries and departments80.
2) in 2009, the Fund for Science Development (FSD) under the president of AzerȬ
ȱ ȱȱ ȱȱȱȱȱȱȱȱȱȱ
form of grants to fundamental, application and innovation programmes and
ȱĴȱ¢ȱęȱ£ǰȱȱȱȱ¢Ȭ
ȱȱȱȱęȱȱǰȱ¢ǰȱȱȱȱȱȬ
ȱ ȱ ȱ ȱ ęȱ ¢ȱ ȱ ǯȱ ȱ ȱ ȱ
ȱȱȱȱȱȱresident’s Reserve Fund of the state budget.
80
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ǰȱśŖŖȱȱȱ ȱĴȱȱȱȂȱȱȱȱ
2010 for young scienȱȱȱȱȬȱȱȱȬ
ties in Europe. A competition was held for young scientists and experts in 2011
ȱ ȱȱȱęȱęȬȱǰȱȱȱȱȬ
ęȱȱȱęȱȱȬȱǯȱŘŞȱȱ ȱ
 ȱ ǰȱ ȱ ¡ȱ ȱ ȱ ȱ ȱ śŖȱ ȱ ǯȱ ǰȱ
there is ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ Ȃȱ ęȱ
more open and transparent, as well as the evaluation procedures of these reportȬ
ing mechanisms.
řǼȱ ȱŘŖŗŖǰȱȱȱȱȱȱȱȱȱȱȱȱ
ȱȬȱǯȱȱȱ¢ȱȱȱȱ¡ȱ
ęȱȱȱȱȱȱȱ ȱȱȱȱȬ
£ȱȱȱȱȱȱȱȱęȱȱȬ
vation successes be collected81.
ȱȱǯȱ ȱȱȱȱȱȱȱȱ
ȱ¡ȱęǰȱȱȱȱȱȱȱǯȱȱęȬ
ings of the sur¢ȱȱȱȱȱĴȱȱȱȱȱ
ȱȱȱȱȱ ǯȱȱŗŗȱ ȱȱȱȱȱ
factors hindering innovations of enterprises, companies are more concerned about
the lack of their funds and state support in this regard.
ȱŗŗǯ ȱȱ ǻȱȱȱȱ
ȱȱ¢ȱ¢ȱȱȱĴǼ
Most important

important

Less important

Indicators
ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Lack of personal funds

24

35

27

14

11

24

32

35

51

Lack of state funds

25

19

18

11

13

16

19

19

18

Lower demand for new
products

6

38

5

16

7

22

37

38

35

Economic factors

81
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Higher value of
innovations

8

45

9

23

9

25

40

45

34

High economic risk

3

34

7

15

9

18

40

34

32

Long time before the
return on investment for
new products

7

47

3

12

10

16

42

47

38

Lower capacity of
innovation potential of
enterprises

8

18

19

17

18

19

27

18

24

Shortage of skilled
labour force

3

27

2

9

9

10

38

27

26

Lack of information
about new technologies

8

24

2

19

15

15

26

24

19

Unwillingness of
enterprises to embrace
innovations

4

29

10

10

10

12

36

29

23

Lack of information
about potential markets

5

28

3

13

9

6

39

28

25

Lack of cooperation
opportunities with other
ȱȱęȱ
organizations

1

28

1

16

9

13

35

28

22

No need for new
products as a result of
previous innovations

2

35

3

3

4

9

47

35

45

No legislation, legal
acts and incentives for
innovations

7

25

4

14

10

13

26

25

22

uncertain amount of time
required by innovation
process

4

29

3

9

8

9

35

29

24

Underdevelopment of
innovation infrastructure
(e.g. Mediation,
information, legal and
bank services, etc.)

7

23

6

14

12

12

35

23

20

ȱ

Other factors

Source: ĴǱȦȦ

ǯ£ǯ
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1HZQRQRLOLQGXVWU\VHFWRUV
ȱȱȱ ȱȬȱȱȱȱȱȱȱŘŖŖŘȬŘŖŖśȱ
ȱȱȱȱȱȱȱȱȱǰȱȱȱŘŖŖŚȬ
ŘŖŖŞȱ ȱ ŘŖŖşȱ ȱ ȱ ǰȱ ȱ ȱ ŘŖŖŞȬŘŖŗśȱ ȱ ¢ȱ
ǰȱ ȱ ŘŖŖśȬŘŖŘśȱ Ȭȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ǰȱȱŘŖŖŞȬŘŖŗśȱȱȱȱ¢ȱȱȱȱȬ
ǯȱȱȱȱȱȱŘŖŖŜȬŘŖŗŖȱȱ¢ȱȱęȱȱ
budget documents is to ensure sustainable and high growth in industry, improve
ȱȱȱĜ¢ȱȱȱ¢ǯȱ ȱȱȱȱȱǰȱȱ
program stipulates various activities to promote innovations and investment in
¢ǰȱȱ ȱȱȬȱȱǰȱ¡ȱȱȱȱȱ
ȱȱȱȱ¡Ȭȱǯȱȱ ȱȱȱȱ
¢ȱȱęȱȱȱȱȱȬȱǱȱ
Ȋȱ ȱ¢ȱȱ
Ȋȱ ȱęȱȱȱȱȬȱ¢
Ȋȱ Support for chemical industry to reduce dependence on the imported chemical raw materials and ready products
Ȋȱ Restructuring and development of metallurgy industry, including aluminiȱȱȱȱȱȱ¢ǰȱȱȱȬȬ
rous metal industry, iron ore, support for alunite production, promotion of
ȱȱȱ¢ȱȱȱȱȱȱȱǰȱ
promotion of production of ready products from aluminium and other nonferrous metals and from their scrap.
Ȋȱ Expanded production and export promotion of construction materials (gips,
ǰȱ ȱ ǰȱ ȱ ȱ ȱ  ȱ ǰȱ Ǽȱ ȱ
ȱȱ
Ȋȱ ȱȱȱȱȱěȱǻ ǰȱȱȱȱǰȱȱ¢ǰȱȱȱȱǼȱȱ¡ȱǲ
Ȋȱ development of poultry industry
Ȋȱ Support the development of consumer goods industry, including sewing and
ǰȱ Ȭǰȱ Ȭ ǰȱ ȱ ȱ ȱ ȱ ȱ  ȱ ȱ
ǻĴǰȱǰȱǼ
Ȋȱ ȱȱade carpets.
84
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ȱȱȱ¢ǯȱȱŗŘȱ ȱȱȱŘŖŖŖȬŘŖŗŖȱ¢ǰȱ ȱȱ
share of i¢ȱȱ ȱ ȱȱřŜǯŗƖȱȱśŘǯśƖǰȱȱȱȱȱȬ
dustry remained unchanged. Expression of the industry was mainly because of
ȱȱȱȱȱȱȱȱ¢ȱȱ ȱȱȱȱȱȱ
ŘŝǯŝƖȱȱŚŜƖ
ȱŗŘǯȱȱȱȱȬȱȱ¢ȱȱ¢ȱȱ ǯ
Indicators

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

1722.2

6186.4

10742

16875

23840

17481

21827

36.1

49.4

57.3

59.5

58.5

49.1

52.5

Added value created
by mining industry, in
million manats

1307.5

5285

9542

15230

21152.2

15095

19125

Share of mining
¢ȱȱ ǰȱȱƖ

27.7

42.2

50.9

53.7

52.7

42.4

46.0

Added value created by
processing industry, in
million manats

250.1

814

1087.3

1418

1886.5

1958

2245

5.3

6.5

5.8

5.0

4.7

5.5

5.4

Added value created
by industry, in million
manats
Share of industry in
ȱ

Share of processing
¢ȱȱ ǰȱȱƖ

Śǯśǯŗǯȱȱ¢ǯ Food industry is one of the priorities of the government’s inȬ
ȱ¢ȱȱȱȱȱȱȱȱȱ¢ǯȱȱȱ
ȱȱȱ¢ȱ ǰȱęȱȱǰȱȱȱȱȱȱȬ
ȱȱȱȱ¢ǯȱȱ¡ǰȱȱŘŖŖśȬŘŖŗŖȱ¢ǰȱŚřǯśƖȱǻŘřşǯŘȱȱ
ǼȱȱśśŖȱȱȱ ȱȱȱȱȱȱ ȱȱ
and processing of agricultural products. During this period, the following enterȬ
ȱȱȱ¢ȱȱǱȱ
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ȱŗřǯȱȱ¢ȱȱȱȱŘŖŖŖȬŘŖŗŖȱ¢
Year of

ŘŖŖŗ

ŘŖŖŚ

ŘŖŖś

Name of enterprise

Field of
engagement

86

Location of
enterprise

ȱȱ
Baku, a new enterprise
ȱ



2.6 billion units per
year

Baku

ȱȱ

Food
industry

1.2 thousand tons
per year

Lenkaran

Caucasus Cannery

Food
industry

70 million standard
cans per year

Khachmaz

Sugar production

Food
industry

7 tons

Masalli

Beer production

Food
industry

12.5 thousand
decalitres per year

Lenkaran

Beer production

Food
industry

216.0 thousand
decalitres per year

Mingechevir

Cannery producing
tomato

Food
industry

100 thousand tons
per year

¢ȱȱȱ

Food
industry

7.3 million standard
cans

Shaki

Enterprise producing
dairy products

Food
industry

29 tons

Nakchivan

Sugar factory processing
Ȭȱ

Food
industry

6 thousand tons

Imishli

¢ȱȱȱ

Food
industry

Annual 1.7
standard cans per
year

Shaki

Chocolate factory

Food
industry

360 tons per year

ȱȱȱ
packing enterprise

Food
industry

1000 tons per year

Cannery factory

Food
industry

ȱȱ
enterprise

Food
industry

Vegetable oil
manufacturing factory

Food
industry

8.8 million standard
cans per year
200 thousand
standard cans per
year
14 thousand tons
per year

Factory manufacturing
dairy products

Food
industry

30 thousand tons
per year

Salyan

Beer producing factory

Food
industry

Million litres per
year

Nakchivan

ŘŖŖŜ

ŘŖŖŝ

ȱ
capacity
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Astara


Nakchivan
Gabala
Goychay
Shirvan

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Cannery

Food
industry

52.6 million
standard cans per
year

Milk processing
factories

Food
industry

172.5 tons

Lenkaran,
Gabala and
Bilasuvar

Beer producing factory

Food
industry

100 thousand
decalitres per year

Khachmaz

Cannery

Food
industry

50 million cans per
year

Lenkaran

Cannery

Food
industry

25 million standard
cans per year

ˬȱ

ȱ¢ȱ

Food
industry

150 tons per year

Lenkaran

Food
industry

10 thousand tons
per year

Zagatala

ȱȱ
factory

Food
industry

3.6 thousand tons
per year

Zagatala

Salt production factory

Food
industry

90 thousand tons
per year

Dairy products
manufacturing factory

Kurdamir

Absheron

As it is seen fȱȱŗřǰȱȱŘŖŖŖȬŘŖŗŖȱŗřȱ ȱȱ¢ȱȱ ȱȬ
tablished on personal entrepreneurs’ own investments. Seven of these enterprises
engage in production of canned fruits and vegetables, six in milk processing, four
ȱȱǰȱȱȱȱȱǰȱ ȱȱȱǰȱ ȱ
in tea processing, two in sugar production, and the rest in salt, vegetable oil, and
chocolate production.
Apart from this, 22 refrigerated warehouses with a total capacity of 67.3 thousand
tonnes of food products and 17 grain storages with a total capacity of 266.8 thouȬ
sand tonnes were built and put into operation with concessional credits of NFES
ȱŘŖŖśȬŘŖŗŖǯȱǰȱęȱȱ ȱȱȱȱ¢ȱȱśśȱ
million eggs, two enterprises with an annual production capacity of 6.3 thousand
tonnes of poultry products and three enterprises with an annual production caȬ
pacity of 98.4 thousand tons of milk as well as one enterprise with an annual
ȱ ¢ȱ ȱ ŘǯŞȱ ȱ ȱ ȱ ȱ ǰȱ ęȱ ȱ Ȭ
vegetables enterprises with an annual production capacity of 24.3 thousand tons
were established.
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ȱȱȱȱȱŘŖŖŖȬŘŖŗŖȱȱȱȱȱȱ ȱ
in production of food products except for production of alcoholic drinks and to
ȱǰȱ ȱȱȱȱȱȱŗŚǯ
ȱŗŚǯȱȱȱȱȱȱ¢ȱ
ȱ

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Meat and meat products, thousand
tons

107.9

132.6

133.8

144.0

155.2

167.5

174.5

Cheese and curds, thousand tons

29.8

33.5

33.8

34.2

41.8

42.5

43.3

Sugar and granulated sugar,
thousand tons

0.5

3.5

21.6

306

272

316

335

Ĵǰȱȱ

12.8

14.2

14.3

14.4

14.1

20.7

20.9

Vegetable oil, thousand tons

4.2

64.1

40.4

68.4

77.9

70.9

88.7

Natural tea, thousand tons

1.5

7.5

7.7

7.9

7.1

10.7

10.8

Champagne wine, thousand
decalitres

150.4

61.8

19.4

52.6

35.8

42.2

27.9

Wine, thousand decalitres

623.2

400.5

505

584

855.8

717

914

Vodka, thousand decalitres

450.4

484.3

536.4

1307

748.9

862

885

Cognac (brandy), thousand
decalitres

386.1

66

64.5

72.1

62.7

22.6

81.4

Beer, thousand decalitres

711

2490

3163

3218

3229

3572

3771

Fermented tobacco, tons

5900

2600

2300

1000

1500

1543

2027

Ĵǰȱȱȱ

2400

5008

4620

3597

2661

2342

2191

479.2

918.3

2142

1220

1357

2757

23.2

20

20.6

128.9

129.7

137.1

3310

3677

1135

4905

4943

605

10374

10971

7111

7341

5466

4449

Fruits and vegetables canned with
vinegar and acetous acid, tons
Canned vegetables and fruits
(including activity of households
and physical people) (thousand
tons)

12.4

Canned tomatoes (tomato paste),
tons
Salt, tons
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ȱŘŖŖŖȬŘŖŗŖȱȱȱȱȱȱȱ ȱŗŗȱȱȱȱ
ǰȱȱȱȱȱ¢ȱŚśƖǰȱȱȱ¢ȱŜŘƖǰȱĴȱȬ
ȱ¢ȱŜřǯřƖǰȱȱȱęȱǰȱȱȱȱŘŗȱǰȱ
Ȭ ȱ¡ȱǯȱ  ǰȱȱȱȱȱȱȱȱȱ
of certain alcoholic drinks and tobacco products. For example, in the period unȬ
der study, production of champagne went down 5.3 times, cognac production 4.5
ȱȱȬȱȱȱŘǯşȱǯȱ
 ȱȱȱȱȱȱȱȂȱȱȱȱȱȱ
ȱȱęȱȱȱȱȱȱ ȱȱȱ Ȭ
ȱȱȱȱ¡Ǳ
Ȋȱ The increased production of food in the country did not result in the fall of import
ȱȱǯȱȱ¡ǰȱȱŘŖŖśȬŘŖŗŖȱȱȱęȱȱęȱȱ
increased from 8.3 thousand tons to 15.6 thousand tons, milk and cream imports
from 7.3 thousand tons to 13.5 thousand tons, tea imports from 7.7 thousand
ȱȱŗŚǯśȱȱǰȱȱȱĴȱȱşǯśȱȱȱȱŗŗǯřȱ
ȱǰȱȱȱȱŜŞǯśȱȱȱȱŗŖŗǯŘȱȱǰȱ
sugar raw materials from 152.1 thousand tons to 359.5 thousand tons, sweets
ȱŚřǯŜȱȱȱȱŝŚǯŝȱȱǰȱȱȱȱȱ
 ȱȱȱŗŗǯŘȱȱǯȱ
Ȋȱ ȱ  ȱȱȱȱěȱȱȱȱȱȱȱȱȱȱtry in the overall export. While in 2005 the share of food industry in the overall
¡ȱȱȱ¢ȱȱȱŝǯśƖȱȱȱ¡ǰȱȱęȱ ȱ ȱ
ȱŘǯŝƖȱȱŘŖŗŖǯȱ ȱȱȱȱěȱȱȱ¡ȱ ȱ
¢ȱĴȱȱȱȱȱȱ¢ȱȱ ȱȱȱ
ǯȱȱ¡ǰȱȱŘŖŖŖȬŘŖŗŖȱȱȱȱȱ¢ȱŗŖŖŖŖȱ
ȱȱŘŞŖŖŖȱǰȱȱ¡ȱȱȱȱ¢ȱŜŖŖŖŖȱȱȱŘŖŚȱ
ȱǯȱ  ǰȱşŖȬşśƖȱȱ ȱȱȱȱȱȱȱ
ȱȱȱȱȱǯ
Ȋȱ ȱȱȱȬȱȱ ȱȱ¢ȱȱ¢ȱ ȱ ȱ¢ȱ ȱ ȱ ęȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ęǯȱ
So, in 2005 while added-value created in food industry (including drinks and
ǼȱȱȱŘǯŚƖǰȱȱ ȱ ȱȱŗǯśƖȱȱŘŖŗŖǯȱ
Ȋȱ A look at the regional structure of food production shows that in many cases
newly created enterprises cannot produce competitive products and therefore
ȱȱȱȱ¢ȱ ȱǯȱȱǰȱȱŘŖŖŚȱȱȱ
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of tinned food with an annual production capacity of 17 million standard cans
ȱ ȱ ¢ȱ£ȱ ¢ȱ ȱ £ȱ ǯȱ ȱ ȱ
ŘŖŖśȬŘŖŖŞȱ¢ȱȱȱȱȱȱȱ ȱȬȱ
ȬȱȱŜǰŝŖŖȱǰȱȱŘŖŖşȱȱęȱ ȱśŖŖŖȱǰȱȱȱŘŖŗŖȱ
it even went down to 340 tons. One can see that production of a newly operating
ȱȱ ȱ ȱ¢ȱŘŖȱǯ
ŚǯśǯŘǯȱ¢ǯȱ ȱŘŖŖŖȬŘŖŗŖȱęȱȱ ȱȱȱȱȬ
ment of metallurgy industry. While production of cast iron, construction reinȬ
ǰȱȱȱ¡ȱȱȱ ȱ¡ȱȱŘŖŖŖȬŘŖŖśǰȱ
ȱȱ ȱ ȱ¢ȱȱŘŖŖŜȬŘŖŗŖǯȱ
ȱŗśǯȱȱȱȱȱȱ¢ȱ¢
ȱ

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Cast iron, tons

322

1631

1559

1305

1797

1578

1012

Steel, thousand tons

0.43

286.1

335.3

468

278.1

150.3

306.5

Steel pipes, tons

3.7

1257

14108

25706

28196

6918

36545

0

234.5

268.1

184.3

203.4

96.4

131.4

Wires and cables from
ferrous metal, tons

527.8

291

272

874.6

1266.3

449.8

124.1

Aluminum wire, tons

4

30

446

33.4

136.4

54

173.8

Aluminum rods, bars and
ęǰȱ

0

440.3

587.7

734

794.6

399

252.1

214.7

314.8

362.7

266.1

306.3

36.6

Ȭ

Construction
reinforcement, thousand
tons

Aluminum oxide (clay
soil), thousand tons

ȱȱȱȱŗśǰȱȱȱŘŖŖŜȬŘŖŖŝǰȱȱȱȱȱ ȱ ȱ
from 1,559 tons to 1,012 tons, aluminium oxide from 363 thousand tons to 36.6
thousand tons, construction reinforcements from 268 tons to 131.4 thousand tons,
ȱ ȱȱŚŚŜȱȱȱȱŗŝřǯŞȱȱǯȱȱȱ
ȱȱȱȱȱ¢ȱȱȱȱȱ¢ȱŘǯśȱȱȱŘŖŖŖȬŘŖŖŞȱ
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¢ȱȱȱȱŗǯŘȱȱǯȱǰȱȱŘŖŗŖȱȱȱ ȱ ȱ¢ȱ
10 times to 124 thousand tons. Stable growth was only recorded in production of
iron and steel pipes. Despite growth in 2007, production of steel dramatically fell
 ȱȱŘŖŖŞȬŘŖŖşǯȱ
ȱŗŜǯȱȱȱȱȱȱȱŘŖŖŖȬŘŖŗŖȱȱ¢ȱ¢ǯȱ
The year of
Ȭ
ment

2001

Name

Field of
engagement

ȱ
capacity

Location of
enterprise

Baku Steel Company
Factory

Metallurgy
(reinforcement
production)

70 thousand
tons per year

Baku

Reconstruction of
electrolysis plants
No 1 and 2 of
Azeraluminium OJSC

Metallurgy
(aluminium
production)

30 thousand
tons per year

Sumgait

Ȭȱȱ
producing factory

Metallurgy

4.5 thousand
tons per year

Nakhchivan

2007

ȱŘŖŖŖȬŘŖŗŖȱȱ¢ȱ¢ȱȱȱ ȱǯȱ  ǰȱȱ
following activities were carried out to privatize and restructure similar enterȬ
ȱ ȱȱȱȱȱȱȱȱǯȱ ȱŘŖŖŚȱ£ȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ǰȱ ȱ Ȭ
Ferrous Metal and Dashkesen Alunitemine. Despite the fact that the production
capacity of the enterprise was set to be at 5000 tons annually, in 2009 the enterprise
ȱȱȱ¢ȱŗŖƖȱȱȱȱȱ¢ǯȱ ȱŘŖŗŖȱȱȱ
stopped entirely. In addition, in the same period, Azerboru JSC was privatized by
ȱ ȱȱȱ ǰȱȱȱ£Ěȱ ȱ¢ȱ¡ȱ
ȱȱȱ ǯȱ ȱȱȱȱŘŖŗŖǰȱȱęȱȱȱ ȱȬ
ȱȱ ȱȱȱȱ¢ȱȱśŖȱȱȱ ȱȱ
by Det.AL Ltd from the UK. However, clearly these measures did not contribute
to sustainable production growth in this sphere and did not result in contribution
ȱ¢ȱ¢ȱȱȱęǯ
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A number of measures were taken by the government to support production of
aluminium in the country. In 2009 5 million manats was allocated on uncondiȬ
tional terms from the reserve fund of the government to pay the salaries of the
ȱȱȱȱȱȱȱŘŖŖşȬŘŖŗŖȱȱȱȱęȱȱ
in the amount of 250 million manats to these enterprises with the government
guarantee.
In the past period it was impossible to convert metallurgy industry into a crucial
ęȱȱ¢ȱȱȱȱȱȱȱęȱȱȱȱȱ
ȱ ȱȱȱȱǱ
Ȋȱ

ȱŘŖŖśȬŘŖŗŖȱ¢ȱȱȱȱȱȱȱ ȱȱȱ¢ȱ
¢ȱ ȱ ȱȱŗǯŚŜƖȱȱŖǯŗŜƖǲ
Ȋȱ ȱȱȱȱȱȱęȱȱȱȱ¡ȱȱȱ¢ȱȱ
from 2.4% to 0.6% in 2005-2010.
Ȋȱ ȱ ȱȱȱȱȱȱȱ¢ȱȱȱȱlurgy industry products. In the period under study, the imports of steel semięȱȱȱȱŗǯŘȱȱȱȱřŝǯŝȱȱǰȱ
steel and cast iron from 65.2 thousand tons to 216.1 thousand tons, metal
constructions made of aluminium from 767 tons to 3.3 thousand tons, steelȱȱȱŗŘśǯŗȱȱȱȱŗŘŞǯŗȱȱǯȱ

Śǯśǯřǯȱȱȱ¢ǯȱȱȱȱȱȱȱȱȱ£Ȃȱ
raw materials constitute a huge potential for development of consumer goods
¢ǰȱȱŘŖŖŖȬŘŖŗŖȱȱ ȱȱȱȱȱȱȱǯȱ
ȱŗŝǯȱȱȱȱȱ
ȱ

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

37.7

56.0

54.8

40.9

22.3

12.1

11.4

Ȭ

2.1

Ȭ

6.2

Ȭ

Ȭ

Ȭ

683

3099

3077

2202

823

807

1104

Ready silk fabrics, thousand sq m

0

437.2

295.7

424.9

496.7

543.6

735.6

Ĵȱȱǰȱȱ

385

561.6

543.5

118

114.2

286.1

125.3

Shoes, thousand pairs

0.1

360

327

381

381

858

267

ȱ ȱĴǰȱȱ
Natural wool, tons
¢ȱĴȱǰȱȱȱȱ
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Shirts for men and boys, thousand
units

122

3.7

130.5

100.9

110.8

249.1

94

Carpets and carpet products,
thousand sq m

15.8

630.3

269.2

3.2

20.6

12.8

3.3

Knitwear and hosiery, thousand
pairs

738.2

2969

3196

3065

1868

1277

2004

Under and outer knitwear, thousand
units

438.6

787.6

624.6

682.8

6.3

0

0

0.3

10.7

22.1

20.9

28.1

14.9

9.1

Wooden furniture for bedrooms,
Ȭȱȱȱǰȱ
thousand units

ȱ ŘŖŖśȬŘŖŗŖǰȱ ȱ  ȱ Ĵȱ ȱ ȱ ȱ śŜȱ ȱ ȱ
ȱŗŗǯŚȱȱǰȱ¢ȱĴȱȱȱřǯŗȱȱȱȱȱŗǯŗȱ
ȱȱǰȱĴȱȱȱśŜŘȱȱȱȱŗŘśȱȱ
units, carpets and carpet products from 630 thousand square meters to 1.1 thouȬ
sand square meters, stockinet products from 3 million units to 2 million units.
ȱŗŞǯȱ ȱȱȱ¢ȱȱȱ¢ȱŘŖŗŖ
Year of


Name

Field of
engagement

ȱ
capacity

Location

2006

Sewing
factory

Consumer
goods
industry

60 thousand
units per year

Lankaran

Sewing
factory

Consumer
goods
industry

80 thousand
units per year

Agstafa

Ĵȱ
processing
factory

Consumer
goods
industry

7 thousand
tons per year

Baku

2008

ȱȱȱȱȱ¢ȱȱ ȱȱȱ Ǳ
Ȋȱ

ȱŘŖŖśȬŘŖŗŖȱȱȱȱȱȱȱ¢ȱȱȱ¢ȱ
ǻȱ ȱȱȱǼȱȱ ȱ ȱ ȱȱŖǯŗşƖȱ
ȱŖǯŖśƖǲȱ
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Ȋȱ The share of consumer goods industry exports in the total exports went down
from 1.3% to 0.22% in 2005-2010 years. The export of major products of the
ęȱ¢ȱȱ ǯȱȱǰȱĴȱęȱ¡ȱȱȱ
47.2 thousand tons to 3.3 thousand tons in 2005-2010.
Ȋȱ ȱȱȱȱȱȱȱǯȱȱǰȱȱ
ŘŖŖśȬŘŖŗŖȱȱȱȱĴȱȱȱȱ¢ȱȱȱřǯřȱȱ ȱ ȱ ȱ śǯŝȱ ȱ ȱ ǰȱ  ȱ ȱ ȱ ŘŜŝǯŘȱ
ȱȱȱȱśǯŝȱȱȱǰȱęȱ ȱȱ
ȱŗŚŖȱȱȱŘǯŗȱȱǯȱȱȱȱȱȱȱ
ȱȱȱȱȱ ȂǰȱȂȱȱȂȱȱ ȱǰȱ
ȱȱěȱȱȱ¡ȱȱȱ¢ȱȱ ȱěǯ
ŚǯśǯŚǯȱȱ¢ǯȱChemical industry (including rubber and plastic prodȬ
Ǽȱ ȱ ȱ ȱ ȱ ȱ ęȱ ȱ ȱ Ȃȱ ȱ
support. Nevertheless, despite growth in the production in mid 2000s, there are
serious falls in the recent years.
ȱŗşǯȱȱȱ¢ȱ
ȱȱ¢ȱę

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Ethylene, thousand tons

40.1

54.7

72.6

2.4

0

0

55.1

¢ǰȱȱ

18.5

29.2

37.6

26.3

34.9

22.2

19.5

¢ȱǰȱȱ
tons

0

1.5

0.9

0.8

0.3

0.3

0.5

¢¢ǰȱȱ

0

53.0

70.4

47.2

65.1

41.8

52.8

Sacks and bags from
polyethylene, tons

304.3

1515.7

1366

10399.8

9760.7

10120.4

6433.8

Synthetic detergent, tons

2409

5999.6

3592

5920.6

5158.8

6760.5

1087.5

ȱǰȱ

31.7

1317

308.1

143.4

73

104

147.7

Laundry soap, tons

353.7

395.9

1386.2

1219.7

780.9

1732.3

1206.3
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ȱȱȱȱŗşǰȱȱ¢ȱȱȱŘŖŖŜȱ ȱŝŘǯŜȱȱ
tons, it was down to 55.1 thousand tons in 2010. Also, propylene alcohol proȬ
duction went down from 37.6 thousand tons to 19.5 thousand tons, polymeric
covering production from 1.5 thousand tons to 0.5 thousand tons, raw materiȬ
als polyethylene production from 70.4 thousand tons to 52.8 thousand tons, and
production of sacks and bags from polyethylene from 10.4 thousand tons to 6.4
thousand tons.
Although establishment of a plant to produce washing powders in chemical inȬ
¢ȱ ȱȱȱȱȱȱȱȱ¢ȱȱŘŖŖřȬŘŖŖŚǰȱȱ
ȱ¢ȱ ȱȱȱȱȱęǯȱȱȱ¢ȱȱȱȱ
ȱȱ ȱȱȱȱŗŘȱȱǯȱǰȱȱȱȱȱȱȱ
full capacity. Compared to the previous year, in 2010 synthetic washing powder
production decreased from 6 thousand tons to 1.1 thousand tons, technical soap
production from 1.3 thousand tons to 148 tons, production of soap for washing
clothes from 1.7 thousand tons to 1.2 thousand tons.
ȱ  ȱ ȱ ȱ ȱ  ȱ ȱ ¡ȱ ȱ ȱ ¢ȱ
ęǱ
Ȋȱ ȱȱȱȬȱȱ¢ȱȱ¢ȱȱ ȱȱȱ
0.48% to 0.25% and its exports as part of accumulated exports from 4.6% to
0.62% in 2005-2010.
Ȋȱ ȱ¡ȱȱȱȱȱȱ¢ȱȱ¡¢ȱȱȱȱ
ǯȱȱǰȱ ȱȱŘŖŖśȱřǯŘȱȱȱȱȱȱŜǯşȱ
thousand tons of caustic soda were exported, in 2010 their exports stopped com¢ǰȱȱȱ¡ȱȱȱŜşǯśȱȱȱȱşǯŘȱȱ
ǰȱ¢¢ȱ¡ȱȱŚŝǯŘȱȱȱȱŚŜǯŗȱȱǰȱstances produced from polymer ȱŜŗǯŜȱȱȱȱŘřǯŚȱȱǲ
Ȋȱ ěȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ
ǯȱȱǰȱȱŘŖŖśȬŘŖŗŖȱȱȱȱȱȱȱȱ ing and cleaning agents increased from 20.8 thousand tons to 41.6 thousand
tons, imports of plastic kitchen dishes from 1.3 thousand tons to 2.8 thousand
tons, imports of plastic construction materials from 800 tons to 3.2 thousand
tons.
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$JULFXOWXUH

ȱȱȱȱȱȬȱȱȱȱ£ȱȱȱ
agriculture. Agriculture hasȱȱȱȱȱȱ ȱǱ
Ȋȱ ȱ¢ǯȱȱȱȱǰȱȱȱřśȬŚŖȱȱȱȱ
consumed food is from exports.
Ȋȱ The majority of economically active people are involved in agriculture. AcȱȱĜȱǰȱȱȱȱȱȱȱ¢ȱ
is 40%.
Ȋȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ęǯȱȱ ȱ ȱ
 ȱȱȱȱȱ¢ȱȱȱȱǻǯǯȱ
ǰȱǰȱǰȱǯǼȱȱȱ¢ǯȱȱȱȱȱ
ȱǰȱȱ¢ȱȱȱȱȱȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱȬȱ
ȱ¡ȱǯ
The strategic targets the government has had regarding agriculture since 2000 are
as follows:
Ȋȱ ȱ¢ȱȱȱ¢ȱ
Ȋȱ ¢ȱȱ ȱȱȱȱȱ¢ȱȱȱěȱȱȱȱȱ
sources
Ȋȱ ȱ¡ȱȱȱȱ
Ȋȱ ȱ¡ȱȱȱȱǰȱ
Ȋȱ Increase life standards of rural people through regional economic development
Ȋȱ Improve soil fertility and productivity as the major factor of production
Ȋȱ ȱȱȱȱȱȬȱȱęȱ
The following are indicators that will allow evaluating the government’s success
in reaching the objectives of its agriculture policy:
Ȋȱ ȱȱȱȱȱ ȱȱȱşŖŖȱȱȱ¢ȱŘŖŗśȱ
with an increased productivity level of 32 centners per hectare and total proȱȱŘǯŞȱȱǲ
Ȋȱ ȱȱȱȱřŚŖȱȱǲ
Ȋȱ ȱȱ¢ȱȱȱȱŘǯŚȱȱǲ
96
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Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ
Ȋȱ

¢ȱȱȱȱŞŖȱȱȱȱȱǲ
ȱȱȱȱŗǯřȱȱǲȱ
ȱȱȱȱŗǯŗŘȱȱǲȱ
ȱȱȱȱȱȱȱŗǯŝŘȱȱǲ
ȱȱȱȱŞŖŖȱȱǲȱ
ȱȱ¢ȱȱȱȱŗřśȱȱǲȱ
ȱȱȱȱȱŘŖȱȱǲȱ
Ȭȱȱȱȱřȱȱǲȱ
ȱȱȱȱȱȱśŖŖȱȱǲȱ
ȱȱȬ¢ȱȱȱȱȱȱŘȱȱǯ

State expenditures on agriculture accounted for 10% of GDP. ȱŘŖŖŞȬŘŖŗŖǰȱ Ȭ
out taking into account credits received from international organizations for agȬ
riculture development, within the framework of functional sector of agriculture,
ȱȱȱȱȱǰȱȱȱȱȱȱȱŗǯśȱ
billion manats or 450 million manats annually on agriculture.
Direct state support to agricultural producers (unconditional subsidies and conȬ
cessional credits) came from 5 additional sourcesŞŘǱȱ
1) Agricultural producers were exȱȱȱ¡ȱ¡ȱȱ¡ǲ
ŘǼȱȱȱȱȱȱ¢ȱȱȱ¢ȱȬ
ȱ ȱȱȱǯȱȱŘŖŖŞȬŘŖŗŖȱ¡¢ȱȱ
total of 150 million manats, or an average of 50 million manats annually,
ȱȱȱȱȱǲ
3) Subsidies from the state budget to agricultural producers sowing
ȱȱǰȱȱȱȬȱǰȱȱȱȱǰȱȱ ȱ
ȱȱȱȱȱȱ£ȱȱȱǯȱ ȱŘŖŖŞȬ
ŘŖŗŖȱȱȱĴȱřŘŚǯŜȱȱǰȱ ȱǰȱȱǰȱ
ŗŖŞǯŘȱȱȱ¡ȱ¢ǲȱ
4) Concessional credits from the State Agency for Agricultural CredȬ
ȱ ǻ ȱ ȱ ȱ ȱ ȱ ŜƖǼǯȱ ȱ ŘŖŖŞȬŘŖŗŖȱ ¡¢ȱ řŖȱ ȱ
ǰȱȱŗŖȱȱȱ¢ǰȱ ȱȱȱȱǲ
82
ഩ/ŶĨŽƌŵĂƟŽŶŽŶĮŶĂŶĐŝŶŐŽĨĂŐƌŝĐƵůƚƵƌĞǁĂƐƚĂŬĞŶĨƌŽŵďƵĚŐĞƚƉĂĐŬĂŐĞƐƵďŵŝƩĞĚďǇE<ƚŽƚŚĞWĂƌůŝĂŵĞŶƚ͕
/ŶƚĞƌŶĞƚ ƐŝƚĞ ŽĨ ŐƌŽůĞĂƐŝŶŐ K:^ ;ǁǁǁ͘ĂƋƌŽůŝǌŝŶƋ͘ĐŽŵͿ ĂŶĚ /ŶƚĞƌŶĞƚ ƐŝƚĞ ŽĨ ƚŚĞ EĂƟŽŶĂů &ŽƵŶĚĂƟŽŶ ŽĨ
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śǼȱ ȱ ȱ ȱ ȱ ǻ ȱ ȱ ŜƖȱ ȱ ȱ ŝƖȱ ȱ ŘŖŖŞǼǯȱ
ȱŘŖŖŞȬŘŖŗŖȱȱtal of 145.5 million manats was spent on agriculturȬ
al development (both production and processing) through NFES, which
is around 48.5 million manats annually.
Estimates suggest that the annual amount of state support for agriculture
ȱȱȱȱ£ȱȱȱŘŘŖȱȱǰȱ¡ȱ
¡ȱǯȱ ȱŘŖŖŞȬŘŖŗŖǰȱȱ¢ȱ¢ȂȱȱǰȱȱȬ
tal revenues from agricultural production were around 3 billion manats
ȱȬȱȱȱ ȱȱŘȱȱǯȱ¢ǰȱȱ
subsidies accounts for 7% in total revenues and 10%ȱȱȬǯ
¢ȱȱ£ȱȱȱ£ȱȱȱ ȱȱ
ȱ¡ȱȱȱȱȱȱ£ȱȱȱȱȬ
ǯȱȱŘŖŖŜȱȱȱ¢ȱȱȄ£ȱ£ȂȱȱȬ
ȱȱȄȱȱȱȱ ȱȱ¢ȱȱȱȱ
ȱȱȬȱȱȱȱǰȱȱȱ¢ȱȱ
£ȱȱȱȱǯȱȱȱȱȱȱȬ
ȱ ȱȱ ȱȱȱȱȱȱȱęȱǯȱȱȱȬ
tables are grown in many regions along the whole way from Guba and Khachmaz
in the north down to Astara in the south with an access to both domestic and forȬ
ȱ¡ȱǯȱȱȱȱȱȱĴȬȱȱȱ
production too, and it is possible to produce all kinds of required fodder (green
ǰȱ¢ȱȱǼǯȱȱȱȱ£ȱ ȱȱęȱ
natural and traditional oily plants industry83. World Bank calculations are based
ȱȱȱ¢ȱȱȱȬ¢ȱȱȱȱȱȱ
ȱ¢ȱ ȱŚŖȬŜŖƖȱ ȱȱȱǯ
ȱȃȱȱȱ¢ȱȱ£Ȅȱȱȱ¢ȱ ȱ
examines the competitive advantage of the country across a variety of agricultural
ȱȱȱȱȱęȱȱȱę¢ȱǯȱȬ
ing to the authors of the report, if any product does not bring in revenues without
ȱȱǻǯǯȱȱǼǲȱȱȱ¢ȱȱȱȱȱȱ
ȱę¢ȱęǯȱȱȱȱ¢ǰȱȱ£ȱȱǻǰȱ
persimmon, cherries, pomegranates), as well as ȱ ȱ ȱ ǰȱ
83
ഩǌĞƌďĂŝũĂŶ͗ ŐƌŝĐƵůƚƵƌĂů DĂƌŬĞƚƐ ^ƚƵĚǇ͘ ZĞĂůŝǌŝŶŐ ǌĞƌďĂŝũĂŶ͛Ɛ ŽŵƉĂƌĂƟǀĞ ĚǀĂŶƚĂŐĞƐ ŝŶ ŐƌŝĐƵůƚƵƌĞ͘
www.worldbank.org
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early potatoes, hazel, feiǰȱ ǰȱȱȱȱ ȱȱȱ
have competitive advantages84. «Domestic Resource Cost» suggests that the less
ȱȱȱȱȱȱȬ¥ȬȱȱȱȱǰȱȱȱȬ
petitive the country is in that category of product. According to this theory, if
domestic resource cost for any product is more than 1, it implies «competitive
disadvantage», and if it is less than 1, it means «competitive advantage». For exȬ
ample, when production of each kg of apples is one dollar inside the country and
it is sold for 2 dollars abroad, domestic resource cost is 0,50 (1/2), which means
competitive advantage.
ȱ ȱ ȱ ȱ £ǰȱ ȱ ȱ ȱ ȱ ¡ȱ
ȱȱȱȱȱȱȱȱȱěȱȱȱ
theories85. Fund experts calculated export potential and competitive advantage of
various agricultural products through Net Export Index (NEI) and Balassa Index.
NEI implies that if the exports of a country in any given product category exceed
ȱǰȱȱȱȱȱǯȱȱǰȱȱȱȱęȱ¢ǰȱ
ȱ¡ȱȱ£ȱ¡ȱȱȱ ǰȱ ȱȱ¡ȱ ȱ
ŗŖȬŗŘȱȱȱȱȱǯȱȱ ǰȱȱȱȱȱȬ
tage in apples and competitive disadvantage in grapes. According to estimations
that NFES administered usȱȱȱȱŘŖŖřȬŘŖŖŝǰȱ£ȱȱȱȬ
tive advantage in potatoes, fresh vegetables and fruit, tea, liquorice, beetroots, and
ȬȱǯȱȱȱȱȂȱȱȱȱȱ Ȭ
¡ǰȱȱȱȱȱǰȱ£ȱȱȱȱȱȱ
Ȭ¥ȬȱȱȱȱȱȱȱȱȱȱȱȬ
ter and vegetable oil, tea, confectionery and tobacco. Balassa Index suggests that if
the share of any product’s exports in the total country exports is greater than the
share of the country in the total exports of the world in that product, this country
has a competitive advantage in the product in question. More than 1 Balassa index
means competitive advantage and less than 1 competitive disadvantage.
ȱȱȱȱȱŘŖŖŘȬŘŖŖŞǰȱȱ¡ȱȱȱȱȱ
ȱȱȱȱȱȱŘŖŖŞȬŘŖŗŖǯ
84

ഩ h^7͘ WƌŽŐƌĂŵ ŽĨ /ŶĐĞƌĂƐŝŶŐ ŽŵƉĞƟƟŽŶ ŝŶ WƌŝǀĂƚĞ ^ĞĐƚŽƌ͘ ŶĂůǇƐŝƐ ŽĨ /ŶƚĞƌŶĂƟŽŶĂů ZĞƐŽƵƌĐĞƐ ŽĨ
ǌĞƌďĂŝũĂŶ
85
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ȱŘŖǯȱȱȱ¡ȱ¢ȱȱȱȱ
ȱȱŘŖŖśȬŘŖŗŖ
ǰȱȱȱ

¡ǰȱȱȱȱ

ȱ
ŘŖŖś

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŖś

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Milk

1251

1382

1433

1536

0.172

0.127

0.23

0.14



1084

1077

983

953.7

38.9

86.4

82.3

63.9



458.1

468

425

434

28.9

48.9

44.6

40.3

Onions

177.4

191

169

171.6

0.497

15.4

6.1

1.1

Cabbages

96.9

101.2

98.4

94.1

0.56

0.901

0.78

0.104

Carrots

6.7

7.4

8.8

8.9

0

2.1

0.403

0.455

Oranges

2.3

0.596

0.755

0.800

0

0

0

0



19.3

12.6

15.2

15.6

6.1

13.6

12.6

11.6

Fresh grapes

79.6

115.8

129.2

129.5

0.385

0.313

0.156

0.24

Apples

163.1

205

204.3

211.7

62.9

122.5

86.1

42.1

ȱȱȱȱŘŖǰȱȱȱ¡ȱȱȱȱȱȱŘŖŖŞȱ
ȱ ȱŘŖŖśǰȱȱ ȱȱęȱȱȱŘŖŖşȬŘŖŗŖȱȱȱŘŖŖŞǯȱȬ
though the decline in exports of certain products (onions, cabbages, tomatoes, poȬ
tatoes) is directly explained by the fall in production, it is not the case with regard
to other products. For example, even though apple production increased by more
than 6 thousand tons in the last 3 years, apple exports declined by 80 thousand
tons (about three times). It is true about carrots and milk exports too.
ǰȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŗŖȱ ¢ǰȱ ȱ  ȱ
ȱȱȱ Ǳ
Ȋȱ ȱȱȱȱȱȱ ȱȱŘŖŖŖȬŘŖŗŖȱ¢ǰȱȬȱȱ¢ȱȱȱ ȱȱȱřȱȱȱȱǯȱ ȱȱȱ
ȱȱȱȱȱȱ ȱȱȱŗŜƖȱȱśǯŚƖǯ
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Ȋȱ The increased production of agriculture did not result in higher productivity in
£ǯȱ ȱ ȱ śŖƖȱ ȱ ǻȱ ŗǯŖŚŘȱ ȱ ȱ ȱ ŗǯśŞřȱ ȱ
ǼȱȱȱȱȱȱȱŚŖƖȱȱȱȱȱȱĴȱǻȱ
Řȱȱ ȱȱŘǯŝȱȱ Ǽȱȱȱȱȱȱȱ
to grow.
Ȋȱ ȱ  ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱ¡ǯȱȱǰȱ ȱ ȱȱȱȱ¢ȱȱ
1.57 million in 2000-2005, it went down again to 1.31 million tons in 2010. In
ŘŖŖŖȬŘŖŗŖȱ ȱȱ ȱȱŝŖŝȱȱȱȱŗǯřřȱȱȱǻȱ
 Ǽǯȱ ȱ ȱ  ȱ ȱ ȱ ¢Ȃȱ ȱ ȱ ȱ ȱ ŗǯŞȱ ȱǰȱ ȱȱȱȱŘŖŗŖȱŝŖƖȱȱȱȱȱ ȱęȱ ȱ
imported wheat. In the period under study, although milk and dairy products were
ȱȱȱȱ¢ȱśŖƖǰȱęȱȱ ȱȱȱȱ
ȱȱǯȱȱǰȱȱŘŖŖŖȬŘŖŗŖȱ¢ǰȱĴȱȱ ȱȱ
5.2 thousand tons to 8.2 thousand tons, cheese imports from 490 tons to 7.2 thouȱǯȱǰȱȱȱȱȱȱȱȂȱȱ
ȱ ¡ȱ ęȱ ǰȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ȱ ȱ
ȱȱȱ¡ȱ¢ȱřȬŚƖǯȱ
Ȋȱ ȱ ȱ ȱ Ĝȱ ǰȱ ȱ ȱ ȱ ȱ ȱ
 ȱ ǯȱ ¢ȱȱȱ¢ȱȱȱŗŖȱȱȱȱȱȱ
ȱ ŘŖŖŖǰȱ ȱ ȱ ȱ ȱ Řȱ ȱ ȱ śŖŖȱ ǰȱ Ĵȱ ȱ ȱ
ȱȱřŞǯŘȱȱǰȱȱȱȱȱȱȱŗŘȱǰȱȱ
production more than 5 times to 3.2 thousand tons.
Ȋȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡ȱ ¡ǯȱ ȱ ŘŖŖŖȬ
2010 fresh fruit production increased from 477 thousand tons to 730 thousand tons,
ȱ ȱ ŝŞŗȱ ȱ ons to 1200 thousand tons, also exports of these
ȱȱęȱȱȱśŖȱȱȱȱŘśŖȱȱȱȱǯȱ
Meat production is also reported to have increased more than twice in the same period and its import not to have exceeded 15%.
ȱȱ ȱȱȱ. Examining the statistics shows, that
despite agriculture is considered by the government and international organizaȬ
ȱȱȱȱȱȱȱȱ¡ȱȱȱęȱȱǰȱ
ȱȱȱȱȱȱȬȱȱȱȱ¢ȱȱȱȱ¡ȱ
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considerably shrank after 2000. Despite the expanded funds of state budget for
ȱȱęȱȱȱȱȱȱȱȱȱȱ
channels, it is possible to single out the following causes why agricultural develȬ
ȱȱȱ¢ȱȱȱęǱ
ŗǯȱȱȱȱȱȱȱȱȱȱȱȬ
ȱ ȱ ȱ ȱ ȱ Ȭ¥Ȭȱ ȱ ǰȱ ȱ
ȱȱȱ ȱȱȱȱȱȱȱěȱ¡ȱȬ
nisms. ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
only when ȱȱȱȱǯȱȃȱȄȱȱȱȬ
portant conditions. Firstly, there is a need to produce agricultural products that
meet international standards – those of the Codex Alimentarius and adopted by
ȱ ȱȱ£ȱ¢ȱ¢ȱȱ ȱȱȱȱȱ
Agriculture Organization of the United Nations and international quality stanȬ
dards on control over the quality of agricultural products «Diagnosis, Control
ȱ ȱȱȱȎǯȱȱǰȱęȱȱǰȱȱȱ¢Ȭ
sanitary and veterinary laboratories to meet international standards in all regions
with an equal access for farmers to use their services. It should be noted that such
quality conditions are guaranteed through mutual control mechanism only in
ȱȱȬȱǯȱ£ȱȱȱȱȱȱȱȱǯȱ
Secondly, there is a need to build necessary infrastructure (organizational and leȬ
gal) for the government to support exports. For instance, there has not been trade
on the borders, while it is quite possible to organize common agricultural marketȬ
places onȱȱȱ ȱǰȱ ȱȱ¢ǯȱȱȱȱ
for agricultural exports have been established in the country, which would include
such elements as sięȱ ȱ ȱ ¡ȱ ǯȱ ǰȱ exports are
hindered by unnecessary bureaucracy and informal fees on exports, which make
export products more expensive. It requires both a long time and some informal
payments to collect and hand in necessary papers (hygiene and compliance cerȬ
ęǰȱ¢¢ȱęȱȱ¢ȱęǼȱȱȱęȱ
for agricultural products exports. Another noteworthy point is that the same cerȬ
ęȱȱȱȱȱȱȱȱȱȱěȱȱȱ
the same product. Even if all the necessary papers are in order, entrepreneurs face
ȱȱȱęȱȱ ȱȱȱȱȱȱȱ
on the border, which require additional long time and expenses to pass by.
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Řǯȱȱȱ¢ȱȱȱȱȱȱȱȱ
ȱȱȱȱȱȱǯ Such a system would call for necessary
legal mechanisms to ensure purchase of agricultural products from the domestic
market for the state’s needs (hospitals, army, boarding schools, elderly houses,
ǯǼȱȱȱĜȱȱȱȂȱȱ ȱȱȱ¢ȱȱȱ
at reasonable prices.
řǯȱ¢ȱȱȱ£ȱȱȱȱȱȱȱȱȱȬ
ǯ Mineral fertilizers (nitrogen, potassium and phosphor) are vital means
to protect moisture in soil and one of the most important conditions to develop
agriculture and improve competitiveness of products. Cultivated soil can recover
their nutrients, which they give to products, through mineral fertilizers. AccordȬ
ing to the best practice available (the USA and Western European countries), the
ȱȱȬȱ£ȱǻǰȱȱȱȱǼȱȱ
ŘŖŖȬŘśŖȱ86ǰȱ ȱȱȱŗśȱȱȱ£87.ȱȱȱȃ ȱȱȱ
ȱ £ȱ ȱ ȱ ¢ȱȱ  ȱ ȱ ȱ ȱ ȱ ¢ȱ
ȱ ȱ ȱ Ȅǰȱ approved by Decree 32 of the Cabinet of
Ministers of 15.02 2007, there are concessions for farmers to obtain mineral fertilȬ
izers. Farmers cultivating any kind of plants are entitled to get free fertilizers in
the amount of 150 kg or compensation in the amount of 25 manats per hectare
that they cultivate. Nevertheless, interviews with farmers revealed the following
ȱȱȱ£ȱȱǱȱǼȱȱęȱȱȱ
£ǰȱ¢ȱȱȱ ¢ȱȱȱ¢ȱǲȱǼȱǰȱȬ
¢ȱȱȱȱěȱ£ǯȱ£ȱȱȱȱ£ȱȱ
Ȭ ȱȱǯȱ ȱǰȱȱȱȱȱȱȱȱ
informal fees at customs and no competition in fertilizer imports on the other, are
conducive to monopolistic prices in the market, thus making pesticides and fertilȬ
izers more expensive. Even the prices of some fertilizers brought through AgroleȬ
asing OJSC are sometimes higher than the price of products entrepreneurs sell. All
this results in usage of mineral fertilizers declining 18.5 times from 740 thousand
tons in early 1990s to 40 thousand tons in early 2000s.88
86
ഩ WƌŽďůĞŵƐ ŽĨ ĞŐƌĂĚĂƟŽŶ ĂŶĚ ZĞŶŽǀĂƟŽŶ ŽĨ WƌŽĚƵĐƟǀŝƚǇ ŽĨ ŐƌŝĐƵůƚƵƌĂů >ĂŶĚƐ ŝŶ ZƵƐƐŝĂ͘ ƚŚĞ ZƵƐƐŝĂŶ
ĐĂĚĞŵǇŽĨŐƌŝĐƵůƚƵƌĂů^ĐŝĞŶĐĞƐ͘DŽƐĐŽǁϮϬϬϴ
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Śǯȱȱȱȱȱȱ Ȭȱ¢ȱȱȬǰȱȬȱȱ
Ȭȱȱȱȱȱȱȱȱ¢ǯȱȱȱ
is expected to hold clear mechanism to inhibit poor soil quality and eradicate its
ǯȱ ȱ ȱ ¢ȱ ȱ ȱ  ȱ Ǳȱ Ǽȱ ȱ
ȱ ȱ ȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ ȱ ¢ȱ Ȭ
ȱ Ǽȱ ȱ ȱ ȱ ȱ ¢ǲȱ Ǽȱ ȱ ȱ ȱ ȱ ȱ ȱ
erosion.
śǯȱ ȱ ȱ ȱ ȱ ȱ Ĝ¢ȱ £.ȱ ȱ ¡ȱ ȱ
ȱȱȱȱȱȱȬ ȱǯȱȱȱȱ
ȱ Śȱ ¢ȱ ȱ ȱ ǻȱ ȱ ȱ ȱ ȱ Ȭ ȱ ȱ ȱ ȱ ĴȬ
Ǽǯȱ¢ȱȱȱȱȱȱǰȱȱȱ£ǰȱȱȬ¢ȱȱ
ȱ ȱ ȱ Ĵǯȱ According to Decree 32 of the Cabinet of Ministers of 15
¢ȱŘŖŖŝǰȱȱ ȱȱŚŖȱȱȱȱȱȱśŖƖȱȱȱȱ
of fuel and motor oils used in cultivating soil and for each used hectare of soil. In
addition, subsidies in the amount of 40 manats are given for each hectare of wheat
cultivation.
ǰȱȱȱȱȬ ȱȱȱȱȱŗśŖȱȱȱ£ȱ
free of charge or a compensation of 25 manats. According to the Cabinet of MinȬ
isters’ Decree 103 dated 25 June 2007, farmers growing crops receive subsidies
from the state budget for growing category 1 and category 2 reproducing seeds.
Subsidies are given to applicants only when the applicant submits a copy of cerȬ
ęȱȱȱȱȱȱ¢ȱȱ ȱȱęȱȱ¢ȱȱȱ
seed inspection about sowing seeds and seedlings put on sale. According to the
guidelines, depending on the type of products (a total of 12 types) of seedling
farmers, category 1 reproducing seeds receive subsidies in the amount range of
ŗŖȬŘŗǯŜŞȱȱȱȱǻǰȱȱȱȱȱȱȱ¡ȱŚŖƖȱȱ
the sale price of the product), category 2 reproducing seeds receive subsidies in
ȱȱȱȱŝȬŗŚǯŗşȱȱȱȱǻǰȱȱȱȱȱȱ
ȱ¡ȱřŖƖȱȱȱȱȱȱȱǼǯȱ¢ǰȱȱȱȱȱ
ȱȂȱȱȱŘŘȱȱŘŖŖŞǰȱśŖƖȱȱȱĴȱȱȱ
abroad by the state are given to the farmers as a subsidy.
ȱȱȱĜ¢ȱȱěǰȱȱȱȱȱȱȱȱȬ
ȱ ȱ ǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
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Ȭ ȱȱȱȱŘŘŖȱȱȱȱŘŖŖŞȬŘŖŖşȱ¢ȱȬ
ȱ ȱ ŘŖŖŝǯȱ ǰȱ Ȭ ȱ ȱ ȱ ¢ȱ ȱ ȱ ŗśŖȱ ȱ
hectares in 2010 compared with the previous year and equalled its level in 2008.
ȱȱȱȱȱ ȱȱȱȱȱȱȱȱ
to minimize the intervention into agriculture through any subsidies and expects
ȱȱȱȱȱěȱǯȱȱȱȱȱȱȱ
ȱȱȱȱȱȱ¢ȱȱ ȱȱěȱȱǰȱȱ
ȱȱȱȱȱǰȱǯǯȱ ȱȱȱęȱȱ
ȱǯȱȱȱȱ ȱȱȱǰȱ ȱȱ¢ȱȱȱȱ
support from production89. Another best practice is that priorities areas for subȬ
ȱȱęǯȱ¢ȱȱȱȱ¢ǰȱȱ¢ȱȱȱȱ
ȱȱȱȱȱȱȱȱęȱȱ¢ȱȱ¡Ȭ
ing «de minimis» (special share of support). For instance, in Canada, egg, milk
ȱ ȱ ȱ ȱ ¡ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ¢şŖ.
¢ǰȱȱȱ¢ȱ ȱȱȱȱȃȱȄȱȱȃȬ
ȱȱȱȄȱǻǯǯȱȱȱǼȱȱȱȱȱȱȱ
ȱȱěȱȱȱȬromotional tools91ǯȱ  ǰȱȱ£ȱ
a great percentage of state support is given in this way. If the type and amount of
ȱȱȱěȱȱȱȱȱȱȱȱ
ȱȬȱȱȱ¢ȱȱǰȱȱȱĜȱȱ
£ȱȱȱȱěǯȱ

7RXULVP
ȱ ȱęȱȱȱȱȱ¢ȱȱȱȬȱȱȱ
ȱȱȃŘŖŗŖȬŘŖŗŚȱȱȱȱȱȄǱȱȃȱȬ
ȱ ȱȱȱȱȬȱȱȱȱȱȱȱȱ
country is facing. Many studies suggest that for its perspective, tourism is one of
ȱȱȬȱȱȱȄ92ǯȱȱĜ¢ȱȱȱȱ
89
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ȱȱȱȱȱȱȱ ȱȱŖǯŞƖȱȱŘŖŖşȱȱřƖȱȱŘŖŘś93. In adȬ
dition, competitive tourism industry, greater tourism revenues to state and local
ȱȱĴȱȱȱȱ¢ȱȱ¢ȱȱȱȱ
state programme.
ȱŘŗǯȱȱȱȱȱ
Indicators

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

1282

1262

1333

1899

1830

Share of hotel and restaurant services in
ȱǻȱƖǼ

0.6

0.6

0.6

0.8

1.1

Ȭ

ȱȱȱȱǻǼ

81

96

117

123

124

126

ȱȱȱȱȱ
ȱȱ¢ȱȱȱ
(persons)

40008

45605

56290

59607

59700

69923

Revenues of tourism centres from
touristic activities (in thousand manats)

4035.3

4788.1

11646.1

12988

14014

14755

ȱȱȱȱȱ
Ȭǰȱȱȱȱ
sanatoriums (persons)

1622

11451

9431

4835

10046

4366

ȱ¢ȱȱȱȱ
£ȱǻȱŗŖŖŖȱǼ

ŘŖŗŖ

1963

ȱȱȱȱ¢ȱȱ£ǰȱȱȱȱęȱȱȱȱ
person who stays temporarily in the country where he or she travels for vacation,
ȱǰȱǰȱǰȱǰȱȱȱȱȱŘŚȱȱȱȱ
12 months94ǯȱǰȱȱȱȱĴȱȱȱ¢ȱȱȱ
and Culture label overnight visitors entering the country through customs and
staying in the country for 24 hours as tourists95. While calculating special weights
ȱȬȱȱȱȱȱȱ ǰȱȱȱȱȬ
ȱȱȱ ȱȱ¢ǯȱ  ǰȱȱȱȱȬȱȱȬ
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tels and restaurants, which areȱȱȱǰȱȱ ȱ ȱȱŖǯŚƖȱȱŘŖŖŖȱ
ȱŗǯŗƖȱȱŘŖŖş96ǯȱȱ¡ȱȱȱȱȱȱȱŖǯŘƖȱȱ
2011. Average annual revenues of tourism premises in 2010 were 117 thousand
ȱȱȱ¢ȱȱşŝśşȱǯȱȱȱȱęȱȱȱ
tourism businesses was 949 thousand manats. Of all incoming and outgoing tourȬ
ȱȱȱǰȱŞŘǯŗƖȱȱȱǯ
ȱ ȱ ȱ Ȃȱ ȱ ǭȱ ȱ ȱ ¡ȱ ranks AzerȬ
ȱŝşth with 3.7 points (a maximum of 7 points) among 133 countries in 2008
(a maximum of 7 points), 76th with 3.6 points in 2009, and 83rd with 3.8 points
among 139 countries in 2011. According to this index, tourism infrastructure and
air transportation in the country are not considered adequate, all the while this
¡ȱȱȱȱȱȱȱȱ¢ȱęȱȬ
sonnel as positive and ecology as negative97.
ȱ ȃȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ ǻŘŖŖŚȬŘŖŖŞǼȄȱ
stipulated credits for entrepreneurship development, construction of tourism faȬ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ǯȱ ȱ ȃŘŖŗŖȬŘŖŗŚȱ ȱ
ȱȱȱȄȱ ȱȱȱŜthȱȱŘŖŗŖǯȱǰȱȃ¡Ȭ
plary Charter of ȱȱȱȄȱ ȱȱ¢ȱȱȂȱ
decree of June 20, 200898ǯȱ ȱ ȱ ȱ ȱ ȱ ŘŖŗŗȱ ȱ ȃȱ
ȱ Ȅȱ ȱ ȱȱ ȱ ȱ Ȭȱ ȱ ȱ ȱ
ȱ¢ǰȱĴȱȱȱȱǰȱȱȱȱ
events, competitions, investments and development of tourism infrastructure.
ȱŘŖŖŗȱȱ¢ȱȱǰȱȱȱȱ ȱȱȱȱȱ
government body to implement tourism policy in the country. Since 2006 strucȬ
tural reforms along with the tourism policy have been carried out by the Ministry
ȱȱȱǯȱȩ ȱǰȱȱȱȱ¢ȱȱȱ
¢ȱȱ¢ȱȱȱȱȱȱȱȱȱȱȱȱ
ȱȱȱȱȱ¢ǯȱȱȱȱȱȱȱ¢ȱȱ
in direct charge of designing and implementing the policy. Likewise, an imporȬ
tant role in implementing tourism policy in the country is played by the DepartȬ
ȱȱȱ ȱȱȱ¢ȱȱȱȱǰȱȱȱ¢ȱ
96
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ȱȱȱȱȱȱ¢ȱȱ¢ȱȱȱǯ
ȱ£ȱȱȱȱȱȱȱ ȱȱȬ
£ȱȱȱ ȱ ȱ¢ȱȱȱȱȱ£ȱǻǼȱ
held on 25thȱǰȱŘŖŖŗȱȱǰȱȱȱȱȱ ȱȱ¢ȱȱ
the international tourism movement.
ȱȱȱȱȱǯ By the early 2012 12 tourism inforȬ
ȱȱǻǰȱ ȱǰȱ ȱǰȱǰȱǰȱ
ǰȱ ǰȱǰȱǰȱ £ǰȱǰȱǼȱ ȱȱȱ
the country. According to statistics available for early 2012, there are 137 tourism
ȱ¢ȱȱȱ£ȱ ȱȱȱ ȱȱȱȬ
ȱǻ¢ȱȱǼǯȱȱ ȱȱȱřŝŖȱȱȱȱ¢ǰȱŜŖȱȱ
ȱȱȱȱǰȱȱȱǯȱȱȱȱȱęȬȱ
ǯȱȱ¢ȱȱȱȱǰȱȱȱ ȱȱ£ǰȱ
ȱ ȱ ȱ £ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱ¢ȱȱ¡ȱȱǻ ȱĴȱȱ£Ȭ
ǰȱȱȱȱ ¢ǰȱǯǼȱȱęȱȱǯ
ȱȱ.ȱȱȱȱȱ£ȱȱ ȱ ȱ
founded in 2006 to train professional personnel for tourism indicated the progress
of tourism according to the planned tourism policy. According to tourism comȬ
ȱ¡ȱȱȱǰȱ£ȱ ȱȱśŚth in 2008 and 67th in 2009
for human resources in tourism. In particular, it was a progress to be ranked 85th in
2008 and 39thȱȱŘŖŖşȱȱȱ¢ȱȱęȱȱǯȱȱȱȱ
ęȱȱȱȱȱȱȱȱǯȱȱȱȱȱȱ
ȱ ȱ ȱ ȱ ȱ ȱ ¢ǯȱ ȱ ǰȱ ȱ ȱ ȱ ¢ȱ
in the soviet period was concerned with social obligations for rehabilitation and
ȱȱ£ǯȱ  ǰȱȱȱȱȱȱȱęȱ ȱȱȱ
generate income and act as a catalyst for the country.
ȱȱȱǯȱSome works have been done within interȬ
governmental agreements in tourism. ȱǰȱȱȱȱśȱ¢ǰȱȱ
ȱȱȱ ȱȱ ȱ£ȱȱǰȱǰȱ
ǰȱ ǰȱ £ǰȱǰȱ ǰȱǰȱǰȱ¢ȱȱȬ
uania. Draft agreements on tourism cooperation have been developed between
ȱ£ȱ ȱ ȱ ŘŜȱ ȱ ǻǰȱ  ǰȱ ǰȱ ȱǰȱ
ǰȱ ȱǰȱ ǰȱ ǰȱǰȱǰȱ ¢ǰȱ ǰȱ ĵǰȱ
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Japan, Indonesia, the Kingdom of Brunei, Malaysia, San Marino, Morocco, ArȬ
ǰȱ¡ǰȱǰȱ ǰȱǰȱȱȱǼǯȱȱȱȱ
priority directions of building and nurturing multilateral partnerships, activities
ȱȱȱȱȱȱȱ ȱȱȱȱ£ǰȱȱ
Council of Europe, the Organization of the Islamic Conference, the CIS Council of
ǰȱ ȱ£ȱȱ¢ȱȱȱǰȱȱ
Organization of the Black Sea Economic Cooperation and other international tourȬ
ȱ £ǰȱ ȱ ȱ ȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱǰȱȱȱȱȱȱȱ
mutual cooperation.
ȱȱȱȬǯȱSo far, certain inventory, advertising and
ȱ ȱ ȱ ȱ ȱ ȱ £ȱ ȱ ȱ ȱ Ȭ
tourism (observation of the nature), medical tourism, business tourism, leisure
and entertainment tourism, cultural tourism, religious tourism, mountain and
winter tourism, congress tourism, marine tourism, sport tourism, hunting tourȬ
ǰȱ ȱ ȱ ǰȱ ȱ ǰȱ ȱ ȱ ȱ ȃȱ ¢Ȅȱ
ǯȱȱȱȱȱȱȱȱȱȱȬȱȱȱȬ
dag complex under construction in Gusar. In order to supervise the construction
ȱȱ¡ǰȱȱȱȱȱȱ¡ȱȱ
ȱȱȱȱ¢ȱȱȱȱȱ ȱȱȱȱŗşȱ
may 2008 of the Cabinet of Ministers. Construction of main premises of Shahdag
Complex commenced in September 2009 and this complex is considered to be
ȱ ȱŞȬŗŖȱ¢ȱȱŚȱǯȱ
Establishment of winter and summer tourism complex according to internaȬ
ȱȱȱȱȱ Ȭȱȱ¡ȱȱȱ¢ȱ
¢ȱ ¢ȱ Ěȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ ȱ ǰȱ ȱ
ȱ ȱ ȱ £ǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŗǯŘȱ
billion USD99.
ȱ ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ȱ Ȭ
ȱȱȱ¢ȱěȱȱȱȱ£Ȭ
ǯȱ ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ
much associated with the direct development of those sectors (according to some
ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ řŖǼǯȱ ǰȱ ȱ ȱ ǰȱ ȱ
99

ഩwww.shahdag.az/eng/page6.html
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¢ȱȱȱ ȱȱȱęȱȱȱǰȱ¢ȱȱ
and price parameters.
ȱȱȱȱȱǯȱȱ¢ȱȱȱȬ
ȱȱȱȱ ȱȱȱȱȱęȱȱȱȃȱȬ
ȱȱ£ǱȱǰȱȱȱȄȱȱȱȱȬ
ȱȱ ȱŘŖŗŖǯȱȱȱȱȱȱȱǰȱȱ ȱȱ
or weak points of tourism development were revealed100Ǳ
Ȋȱ ȱ ȱ ȱȱȱȱȱȱ¡ȱȱȱ
ǲ
Ȋȱ Careless treatment of natural, historical and cultural heritage, and weak state
ȱȱȱȱȱȱȱȱȱȱ ȱȱȱ
ǲ
Ȋȱ ȱ ¢ȱȱȱĚȱȱȱȱȱ¢ȱȱȱȱ
ȱ¢ǲ
Ȋȱ ȱȱ ȱȱȱȱȱ¢ǲȱ
Ȋȱ ȱ ȱȱȱȱȱȱȱȱ ȱȱ¢Ȃȱȱ
ȱ ęǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱȱǲȱ
Ȋȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ  ¢ȱ ǻȱ ȱ ȱȱȱǰȱ ¢ȱȱ  ¢Ǽǲȱ
Ȋȱ ȱ ȱȱȱȱȱ ȱȱȱǻȱ
ȱȱȱȱȱǰȱȱȱ ȱȱȱ¢ȱȱȱǰȱȱȱȱȱ¢ȱȱǰȱȱ¢ȱȱȱȱǯǼǲȱ
Ȋȱ ȱ ĜȱȱȱŚȱȱśȱȱȱȱȬ¢ȱȱȱ
ȱȱȱȱȱ¢ǲȱ
Ȋȱ ȱ  ȱȱȱȱȱǰȱȱȱȱȃȄȱ¢ȱȱȱ¢ȱȱ£ǲȱ
Ȋȱ ȱ ȱȱȱȱȱȱȱȱȱȱȱ¢ȱȱȱȱȱȱȱȱǲȱ
Ȋȱ ȱ Ȭȱȱȱ¢ǰȱȱȱȱǻǰȱȱȱ
ǯǼȱȱȱȱ£ǲȱ
100
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Ȋȱ ȱ ȱ ȱ ȱ ȱ £ȱ ȱ ȱ ȱ ȱ ǻȱ
ȱȱȱȱȱȱǰȱȱȱĜȱȱ
ȱǰȱǼǲ
Ȋȱ ȱ ȱȱȱȱȱȱ¢ȱȱȱȱȱ
ǲȱ
Ȋȱ ȱ ȱȱȱĜȱȱȱȱȱȱ£ȱȱ ȱĜȱȱ¢ȱȱȱ£ȱȱȱȱ
ȱȱȱ¢ȱȱȱĜȱȱǲȱ
Ȋȱ ȱ ȱ £ȱ ȱ ěȱ ȱ ȱ ǰȱ ȱ ȱ ȱȱȱȱȱĜȱȱȱȱȱ
ȱȱȱȱȱȱǯ
Besides thesǰȱ ȱ ȱ ¢ȱ ȱ ȱ ȱ ȱ ǻȬ¡Ȭ
ȱȱȱȱȱȱȱǼǰȱȱ¢ȱȱ ȱ
income level in the regions, expensive price of goods and services in the country
ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ ěȱ ¢ȱ Ȭ
ȱȱȱȱȱ¢ȱęȱȱȬȱǯȱ ȱȱȱȱ
development of tourism, complex measures should be taken in strategic planning,
ȱȱȱǰȱȱȱęǰȱȱǰȱȱȱ
stepping up promotion policy. Due to problems of a great number of remaining
ȱȱȱȱȱ¢ǰȱĜȱȱȱȱ  ȱȱȱȱȱȱ
ȱȱȱĴǰȱȱȱȱȱ¢ȱ¢ȱǰȱȱĜȱ
number of professional personnel, inadequate level of services in most tourism
centres still remains a problem. Also, it is to note that incomes from tourism largeȬ
¢ȱȱȱȱȱȱ¢ȱȱȱȱȱȱȬ
able changes. In spite of all measures taken towards developing tourism, all of the
Ȭȱȱȱȱȱȱȱ ȱȱęȱȱȱȱ
ȱȱȱȬȱǯ
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5. ASSESSMENT OF
DIVERSIFICATION POLICY
OUTCOMES
5.1.(FRQRPLFGLYHUVLÀFDWLRQLQGLFDWRUV
ȱ ȱ ǯȱ According to IMF standards, if more than
ŘśƖȱȱȱȱȱȱȱ ȱȱȱȱȱ
from selling resources, the budgets of those countries are considered to
be dependent on natural resources. Oil sector was still dominant in AzerȬ
ȱȱȱȱȱȱȱ ȱȱǯȱȱ
decreasing oil and gas production year after year, SOCAR with producȬ
tion of about 9 million tons of oil and more than 4 billion m3 of gas was
ȱȱ ȱ ęȱ ȱ ȱ ȱ ȱ£ȱ ¢ǯȱ ȱ
the early 2000s, production of oil and associated gas was also launched
¢ȱ ȱȱǯȱȱȱ ȱȱȱȱȱȱǯȱ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ £ȱ ȱ ŘŚƖȱ ¢ȱ ¢ȱ ŗşşŖǰȱ ȱ
ȱřŖǯŗƖȱȱŘŖŖŖǯȱȱȱȱȱȱȱȱȱȱȱ ȱ ȱ
ȱȱŘŖŖśǯȱȱȱȱȱ¢ȱ ȱȱȱȱȱŘŖŖŚǰȱ
together with the oil price increases in the world market in the same year, the
ȱȱȱȱȱ ȱȱŚŚǯŖşƖǯȱ ȱȱȱ¢ǰȱȱȱ ȱ
 ȱ ȱśŗǯŝƖȱȱ ȱȱȱȱȱȱȱŘŖŗŗǯȱ
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ȱŘŘǯȱȱȱȱȱȱǰȱȱȱȱȱ ȱȱŘŖŖŖȬŘŖŗŗ
Indicators

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŗŗ

ȱǰȱ
ȱ

14000

22220

32273

42604.3

44527.2

50419.3

50795.5

45625,4

SOCAR

8944.4

8967.4

8993.8

8800.9

8651.3

9543.3

8459.7

8400,9

AIOC

5055.6

13252.6

23279.2

33803.4

35875.9

40876

42335.8

37224,5

5642

6487.8

9044.8

16964.4

23405.4

23681.6

26349.6

25752,9

SOCAR

4191.7

3930.6

4456

5997.6

7752.6

6903

7178.9

7084,2

AIOC and
Shahdaniz

1450.3

2557.2

4588.8

10966.8

15652.8

16778.6

19170.7

18668,7

27.6

44.09

54.38

57.5

55.44

47.02

48.5

51,7

ȱȱ
ǰȱ
million m3

Share of oil
sector in GDP,
ȱƖ

ȱ ŗşşşǰȱ ȱ ȱ ȱ ȱ ȱ£ȱ ȱ ȱ ȱ ȱ
ȱȱȱȱǰȱ£ȱȱě¢ȱȱȱȱȬ
ȱȱȱȱȱȱȱęȱȱȱȱǯȱ
ȱȱȱȱǻȂȱȱȱęȱǰȱǰȱȱǰȱȬ
sit fee payments, lease payments, etc.) are mainly accumulated in the SOFAR.
ȱ ȱȱȱȱ¡ȱȱȱȱȱŘŖŖŖȬŘŖŗŖȱ¢ȱȱ
ȱȱȱŘřǯ
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ȱŘřǯȱȱȱȱ¡ȱȱŘŖŖŖȬŘŖŗŖŗŖŗ (million manats)

Indicators

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Incomes

248.2

660.0

986.0

1886.2

11864.6

8274.3

13088.5

ȱ
incomes

248.2

2361.5

3347.5

5233.7

17098.3

25372.6

38461.1

¡ȱ

Ȭ

232.6

981.4

1061.2

4291.8

5294.5

6386.5

Transfers to
ȱȱȱ

Ȭ

150.0

585.0

585.0

3800.0

4900.0

5915.0

ȱ
¡ȱ

Ȭ

720.1

1701.5

2762.7

7054.5

12349.0

18735.5

Ȃȱȱȱȱ¢ȬǱȱ

Million manats

248.2

1280.0

1267.4

2092.4

8986.7

11966.5

18165.7

Million USD
dollar

270.9

1394.3

1454.5

2475.4

11219.2

14900.4

22766.8

Ǳȱȱȱȱȱȱȱ
ȱȱȱȱȱȱ¢ǯȱ
A part of accumulated funds in the SOFAR has been transferred to the state budȬ
get every year since 2003 and utilized through the state budget.
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ȱŘŚǯȱȱȱȱȱȱȂȱȱȱŘŖŖřȬŘŖŗŗȱ
(in million manats)

State budget revenues have been increasing fast as a result of transfers from the
SOFAR to the state budget since 2003 and also due to such transfers rising from
¢ȱȱ¢ȱȱęȱ¡ȱȱ¢ȱȱȱȱǻ ǼȱȱŘŖŖŜǯȱ ȱ
2010 state budget revenues (11403.0 million manats) increased by around 16 times
as compared to 2000 (714.6 million manats).
ȱȱřȱȱȱȱȱȱȱȱȱȬȱȱȱǰȱ
ȱȱȱȱęȱ¡ȱȱ¢ȱ ǯȱ
ȱŘŚǯȱ¢ȱȱȱȱȱȱȱȱȱȱĚ ȱ
ȱȱȱȱŘŖŖŚȬŘŖŗŖȱǻȱȱǼ
Indicators

ŘŖŖŚ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

¡ȱȱȱȱ

384.4

542.1

700.8

¡ȱȱȱ ȱ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

1080.7

1351.6

1273.2

1262.9

972.0

1831.5

2087.1

587.9

741.1

ȱȱȱ

130.0

150.0

585.0

585.0

3800.0

4915.0

5915.0

Other incomes of the state
budget

966.8

1363.1

1624.2

2509.4

3524.0

3549.8

3484.0

ȱĚ ȱȱȱȱ
budget

1481.2

2055.2

3882.0

6006.6

10762.7

10325.9

11403.0

Share of oil sector in state
ȱĚ ǰȱȱƖ

34.7

33.7

58.2

58.2

67.3

65.6

69.4
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ȱȱȱȱŘŚǰȱ ȱȱȱȱȱȱȱȱȱȱŘŖŖŚȱ ȱ
řŚǯŝƖǰȱȱȱȱŜşǯŚƖȱȱŘŖŗŖǯȱǰȱȱȱȱȱȱȱȱȱ
ȱȱȱȱŘŖŗŖȱǻŝřǯŞƖȱȱŘŖŗŗǼǯ
ęȱȱ ǯȱIn spite of the fact that the oil sector was playing a cruȬ
ȱȱȱ£ȱ¢ȱȱ¢ȱŘŖŖŖǰȱȱȱȱǰȱȬ
tation and communication played equally important roles. While oil production
ȱȱŘŝǯŝƖȱȱ ȱȱŘŖŖŖǰȱŗŜǯŗƖȱȱ ȱ ȱȱȱǰȱȬ
ǰȱ¢ȱȱęȱȱŗŘƖȱȱȱȱȱǯȱȱȱȬ
ȱȱȱȱ£ȱȱŘŖŖśǰȱȱȱȱȱȱ
ȱȱśŖƖǯȱȱŘŖŖŖȬŘŖŗŖǰȱȱȱȱǰȱǰȱ¢ȱ
ȱęȱȱ ȱȱřȱȱȱȱśǯŚƖǰȱ ȱǰȱȱȱ
ȱȱȱŝǯşƖǯȱ
ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ  ȱ ȱ ȱ
ǯȱȱȱȱȱȱȱ ȱ ȱȱȱŜǯśƖȱȱŝǯśƖǰȱȬ
ȱȱȱȱȱȱȱȱŖǯŚƖȱȱŗǯŖƖȱȱȱȱęȱ
¢ȱ ȱ ŖǯşƖȱ ȱ ŗǯşƖǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
constant or decreased.
An indicator reȱęȱȱȱȱ ȱȱȱȱ
sectors. One of the indicators representing this concentration is an index named
after economist Orris C.

ęǯȱȱ¡ȱĚȱ¢ȱ ȱŖȬŗǰȱ ȱ

ȱ ȱȱȱȱȱȱȱȱǻęǼȱ
ȱȱȱȱ ȱȱȱȱǻęǼǯȱ Ȭ
ęȱ¡ȱȱȱȱȱȱ ȱǱ

Here

ȱȱȱȱȱȱȱȱ¢ȱȱęȱǰȱ ȱ

ȱȱȱȱȱȱȱǯȱ ¡ȱȱ ȱŖȬŗȱǯȱ
ȱ ȱ ȃŖȄȱ ȱ ȱ ¡ȱ ¡ȱ ęǰȱ ȱ Ȭ
ȱȱȃŗȄȱȱȬęȱȱ¢ȱȱȱȱȱȱȱ
several sectors.
ȱȱȱ ȱȱȱȱȱȱ¡ȱȱ ȱȱ
ȱ ȱ ŘŖŖŖȬŘŖŗŖǯȱȱ ȱ ȱ ȱ ŘŚǰȱ ȱ ȱ ȱ ¡ȱ
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ȱ ȱȱȱȱ£ȱȱŘŖŖŖȱ ȱŖǯŗřŞŗǰȱȱȱȱȱȱȱ
ŘŖŖśǯȱȱȱȱȱŖǯřŖşȱȱŘŖŖŝǰȱ ȱȱȱȬ
ȱȱ ȱȱȱȱȱȱǯȱ ȱȱȱȱȱ ęȱ¡ȱ
ȱȱȱȱ ȱȱȱȱȱȱŘŖŖŝȱȱȱ
up 0.237 in 2010.
ȱŘśǯȱȱȱȱȱȱȱȱȱ¢ȱȱ ȱ
(in percentage)
Indicators

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Agriculture, hunting,
¢ȱȱęȱ

16.1

9.2

7.1

6.5

5.6

6.1

5.4

Mining

27.7

42.2

50.9

53.7

52.7

42.4

46.0

Manufacturing

5.3

6.5

5.8

5.0

4.7

5.5

5.4

Construction

6.5

9.4

7.7

6.7

7.0

7.2

7.5

Wholesale and retail
trade, repair of cars,
household goods and
personal belongings

6.3

6.1

5.4

5.0

5.5

6.7

6.6

ǰȱ
storage and
communication

12.0

7.4

6.6

7.3

6.7

8.8

7.9

Real estate operations,
renting and providing
services to consumers

2.7

1.4

1.8

1.4

1.6

2.1

2.8

ȱȱ
ȱǲȱȱ
securities

2.0

3.0

2.6

1.3

1.5

2.2

1.9

Education

4.9

2.5

2.3

2.6

2.8

3.7

3.3

ȱȱ
utility, social and
personalized services

4.6

1.3

1.5

1.1

1.6

3.1

1.5

ęȱ¡ȱ¢ȱ
ęȱȱȱ
GDP

ŖǯŗřŞŗ

ŖǯŘŗŗŗ

ŖǯŘŞŘŞ

ŖǯřŖşŖ

ŖǯŘşŝŝ

ŖǯŘŖŞŗ

ŖǯŘřŝŖ

ȱ¡ȱȱȱŖǯŘŖŞŗȱȱŘŖŖşǰȱ ȱȱ ȱȱȱȱȱȱ
ȱȱȱȱȱ ȱȱ¢ȱȱȱȱȱȱ ȱǯȱȬ
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other noteworthy point is the drop of concentration rate from 0.30 to 0.21 in 2009
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
ȱȱŘŖŖŜȬŘŖŖŞǰȱȱȱȱȱȱȱȱ
 ȱȱ£ȱȱǯȱ ęȱ¡ȱȱȱȱŘŖŗŖǯȱ
ęȱȱȱǯȱȱ ȱȱ¢ȱȱȱȱȱ
ȱȱȱȱȱȱ£ȱȱŘŖŖŖȬŘŖŗŖǯȱȱȱȱ
are a slight decrease in employment (1,6 percentage points) in agriculture, as well
ȱȱȱȱȱ¢ȱȱȱęȱȱȱȱ ȱȱŗŜǯşƖȱȱŗŘǯřƖǰȱ
ȱȱȱȱ ȱȱȱȱȱŚǯŗƖȱȱŜƖǯ
ȱ ŘŜǯȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ ¢ȱ ȱ
ŘŖŖŖȬŘŖŗŖȱ ǻȱǼȱ
Sectors

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

Agriculture, hunting, forestry and
ęȱ

41.0

38.7

38.5

38.3

38.2

38.1

39.4

Mining

1.0

1.0

1.1

1.1

1.0

1.0

1.0

Manufacturing

4.6

4.9

5.0

5.0

5.0

5.0

4.8

Construction

4.1

5.2

5.3

5.3

5.4

5.4

6

ǰȱȱȱȱȱ

16.9

15.6

15.8

15.8

15.9

15.9

12.3

ȱȱ

4.5

4.3

4.3

4.3

4.3

4.3

4.1

ȱȱȱǰȱ
social securities

6.7

6.3

6.3

6.3

6.3

6.3

6.5

Education

8.6

8.5

8.3

8.4

8.4

8.5

8.1

Rendering health and social
services to people

4.6

4.7

4.6

4.6

4.6

4.7

3.9

Leisure, entertainment and art
activities

0.0

1.3

1.3

1.3

1.3

1.3

1.4

ŖǯŘŗŘ

Ŗǯŗşŗ

ŖǯŗşŖ

ŖǯŗŞŞ

ŖǯŗŞŞ

ŖǯŗŞŝ

ŖǯŗŞŜ

ęȱ¡ȱ¢ȱęȱ
ȱȱȱȱ
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ęȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ
sectors.

ȱ ǰȱ ȱ ȱ ȱ ȱ ȱ ȱ£ȱ ȱ ȱ ȱ
¢ȱȱ ȱ¡ȱȱĴȱȱȱŘŖŖŖȬŘŖŗŖǯȱȱ ęȱ
index by sector concentration of labour market was 0.212 in 2000, it dropped to
0.186 by 2010.

0DMRUH[SRUWGLYHUVLÀFDWLRQLQGLFDWRUV
ȱȱȱ¡ǯ Selection of products to calculate export diverȬ
ęȱȱęȱȱ ȱȱȱȱȱȱŚȬȱ¢ȱ
codes and 10 commodities were selected.
ȱȱȱȱȱȱȱȱ¡ǰȱ ęȱ¡ȱȱ
ȱȱȱȱȱȱǯȱȱ¡ȱȱȱȱȱ
of exports on the basis of shares of individual selected goods or sectors in overall
¡ǯȱ ęȱ¡ȱȱȱȱȱȱȱȱ ȱǱ

ęȱ ¡ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡Ȭ
port commodities was at its highest (0.858) in 2008. A fall in oil prices in 2009
was accompanied with less oil exports and subsequently, decrease in export of
ȱǯȱǰȱȱȱȱȱȱȱ¡ȱȱ ęȱ¡ȱȱȱ
in 2010 and 2011.
ȱȱȱȱŘŜǰȱȱȱȱȱ¡ȱȱȱ¢ȱȱȱǱȱ
şŘǯśƖȱȱȱ¡ȱȱŘŖŖŞȱȱŞŜǯŘƖȱȱŘŖŗŗȱ ȱȱȱȱȱ¡ǯȱȱ
ǰȱȱȱȱȱȱȱȱşŚǯřƖȱȱȱ¡ȱȱ£ȱȱ
2011, which suggests that the recent years’ exports were due to the increased oil
and gas production and higher oil prices in the world market.
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ȱ Řŝǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡ȱ
ȱ £ȱ ȱ ŘŖŖŖȬŘŖŗŗȱ
Commodities

ŘŖŖŖ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

ŘŖŗŗ

1.3

3.3

1.5

2.1

0.32

0.96

0.53

0.57

0

0

0.5

2.5

0.17

0.69

0.68

0.75

2.1

0.93

0.6

0.52

0.03

0.12

0.02

0.02

¢ȱȱ
ethylene, in
primary forms

0

0.37

0.9

0.6

0.17

0.24

0.23

0.27

Iron and steel

0

0.84

0.65

0.9

0.13

0.11

0.35

0.39

Raw aluminium

0.53

1.2

1.1

1.5

0.25

0.08

0.012

0.04

Aluminium oxides

1.2

2.3

2.4

1

0.11

0.02

0

0

Crude oil

56.4

51

60.4

53.1

92.5

81.7

86.7

86.2

Oil products

21.8

25.2

23.4

27.5

4.3

10.2

6

5.9

Natural gas

0

0

0

0.3

0.15

0.85

1.35

2.2

ęȱ
¡ȱ¢ȱ¡ȱ
concentration

0.366

0.325

0.420

0.359

0.858

0.678

0.756

0.747

ȱȱȱ
ȱȱ¡ǰȱ
ȱƖ

56.4

51.0

60.4

53.4

92.6

82.6

88.1

88.4

Fresh fruit
Sugar
Ĵȱę

ȱ ȱ ȱ ȱ ¡ǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŘŜǰȱ ȱ
ęȱȱȱȱȱȱȱ¡ǰȱȱȱȱȱȱȱȱ
ȱ ȱȱȱȱ¡ǯȱȱǰȱȱȱȱȱȱȱ¡ȱȱ
ȱȱȱȱȱ¢ǯȱȱȱȱȱȱ¡ȱȱ
ȱ£ȱȱȱȱȱȱȱ¢ȱȱȱȱȱ¡ȱ
ȱ¡ȱȱȱȱȱ¡ȱ¢ǯȱȱȱȱȱŘŝǰȱ¡ȱȱȱȱ
ȱȱȱȱȱŞŞǯŚƖȱȱȱȱ¢Ȃȱ¡ȱȱŘŖŗŗǯ
 ȱȱȮȱȱȱȱȱȱȮȱ ȱȱȱȱȱ
ȱȱȱȱȱȱ¡ȱȱȱŘŝǱȱȱȱȱȱȱȱ
been increasing over the last 3 years. It is to note that there are also other exported
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 ȱȱȱȱĴȱȱȱȱȱ¡ȱȱȱęǰȱ ǰȱ ȱ
aluminium, etc. Should these also be considered, crude oil and natural resources
ȱȱȱȱȱşŖƖȱȱȱ¢Ȃȱ¡ǯ
Measure of export sophistication (EXPY). ȱȱ ȱȱȱȱ
ȱȱ¡ȱȱ¢ȱȱ¢ȱȱę¢ȱȱȱȱȬ
ly stable and the economic welfare rather high.102ȱȱȱ ȱȱȱ
ȱȱȱȱ¡ȱȱȱ Ȭȱȱȱ
ȱȱȱȱǯȱ ȱȱȱȱǰȱę¢ȱȱ
¢ȱȱȱȱ¡ȱȱȱ¢ǰȱę¢ȱȱȱȱȱȱȬ
ȱȱȱ¡ȱȱǯȱȱȱȱȱȱȱȱȬ
ȱȱȱ ȱǱ

Ǳȱ
ȱȱȱȱ ȱȱȱȱȱȱȱ¡ȱȱȱ¢ǲ
ȱȱȱȱȱ ȱȱęȱȱȱȱȱ¡ȱȱ
ȱ¡ȱȱǲ
ȱ Ȭȱ ȱ ȱ ȱ ȱ ȱ ǻ Ǽȱ ȱ ȱ ȱ ȱ ȱ ȱ
ǲ
ȱȱȱȱȱ ȱȱȱȱ¢ȱȱȱȱȬ
try’s share of a certain product within the total exports of both individual and
ǯȱ ȱ ǻǼȱ ¢ȱ ȱ ¢ȱ ȱ ¡ȱ ¢ȱ Ȭȱ ǰȱ ȱ
(ii) the same commodity has the share in equal size to other commodities of that
particular country’s exports equally distributed in the export structure of export
ǰȱȱȱȱǯ
ȱǰȱȱȱȱȱȱȱȱȱȱȱȱȃȬ
ȱȱȱȬȱȄȱȱ ęȱ¡ȱǻ ȱȱȱȬ
ȱę¢ȱȱȱȱ¡ȱǼ103. RCA is calculated by dividing
the export share of one or another product in the country into the share of the
102

ഩ,ĂƵƐŵĂŶŶ͕Z͕͘,ǁĂŶŐ͕:͘ĂŶĚZŽĚƌŝŬ͕͘tŚĂƚzŽƵǆƉŽƌƚDĂƩĞƌƐ͘<^'tŽƌŬŝŶŐWĂƉĞƌ^ĞƌŝĞƐ͘ϮϬϬϱ͘

103

ഩĠƐĂƌ͘,ŝĚĂůŐŽ͘dŚĞǇŶĂŵŝĐƐŽĨĐŽŶŽŵŝĐŽŵƉůĞǆŝƚǇĂŶĚƚŚĞWƌŽĚƵĐƚ^ƉĂĐĞŽǀĞƌĂϰϮzĞĂƌWĞƌŝŽĚ͘/
tŽƌŬŝŶŐWĂƉĞƌEŽ͘ϭϴϵ͘ĞĐĞŵďĞƌϮϬϬϵ
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same product in international trade and the country is thought to have competiȬ
tive advantage in goods and services with a RCA value of more than 1 (producȬ
tion competence, optimal supply with raw material and capital, advantages in
location and delivery, low level of other costs and etc.)104ǯȱȱ¡Ǳȱȱȱ
ȱȱŞŜƖȱȱȱȱ¡ȱȱȱ¡ȱȱ£ȱȱŘŖŗŖǰȱȱȱ
ȱȱŝǯşŞƖȱȱȱȱȱ ȱǰȱȱ ȱȱȱȱŞŜȦŝǯşŞƽŗŖǯŞǯȱȬ
ȱ ȱ ȱ ǰȱ£ȱ ¢ȱ ȱ ȱ ȱ ȱ ȱ
competitiveness by crude oil.
ȱȱȱ¢ȱȱȱȱȱȱȱ¡ȱȱ
ȱ¢ǰȱȱȱȱȱby the export share of those goods and
ȱȱȱȱȱ ȱǱ

ȱȱȱ ȱǰȱȱȱȱǰȱȱȱȱȱȬ
bour force, and export of goods in the world market with higher prices all appear
ȱȱȱȱȱȱ ȱȱȱǯȱ
ȱŘŞȱȱȱȱȱȱȱȱȱĜȬ
ȱȱ£ȱ¡ȱȱȱȱȱȱȱ ȱȱǲȱȱ and ȱȂȱȱȱ ǯȱȱȱ
ȱ ęȱ ŗŖȱ ȱ ǻ3-digitǼȱ ȱ ȱ ¡ȱ ȱ ȱ ȱ ¢ȱ ȱ ŘŖŗŖǯȱ ǰȱ
animal and vegetable oils shown separately in the UN database were merged into
ȱȱ¢ȱȱȱ¡ȱ ȱȱȱşȱȱȱȱ
ȱ ȱ ȱ ȱ ȱ ęȱ ȱ ȱ ȱ ȱ ¢ȱ ¡ǯȱ ȱ
ǰȱŘśȱȱ¡ȱ ȱȱȱȱȱǻcrude oil, oil
products and natural gasǼǰȱ ȱȱȱȱȱȱȱȱ¡ȱȬ
ȱȱȱȱȱȱ ȱȱ ȱȱȱŗŘȬŘŖȱǯȱ
It is to note that similar studies are conducted based on the above mentioned
ȱȱȱȱȱȱȱęȱȱȱ¡ȱȬ
ȱȱŘŖŖşȬŘŖŗŖǰȱȱ¢ȱȱȱěȱȱ ȱĜȱȬ
tistics of individual countries.
104

ഩ :͘ ŽĐĐĂƌĚŽ͕ s͘ ŚĂŶĚƌĂ͕ z͘ >ŝ ĂŶĚ /͘ KƐŽƌŝŽ͘ tŚǇ ǆƉŽƌƚ ^ŽƉŚŝƐƟĐĂƟŽŶ DĂƩĞƌƐ ĨŽƌ 'ƌŽǁƚŚ͍͘ WZD͕
EŽǀĞŵďĞƌϲ͕ϮϬϬϳ
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ȱŘŞǯȱę¢ȱȱȱȱ¡ȱȱȱȃ¡ȱȄȱ
ȱȱ¡ȱȱ£ȱǻŘŖŗŖǼ
ȱ

ȱ
(SITC Revision 3)

PRODY
(nominal
USD)

Ĝȱȱ
comparative
advantage
ǻȱǃȱŗǼȱ

Share of
ȱȱ
ȱ¡ȱ
ǻƖǼ

Crude oil

333

14197

10.8

7.98

Gasoline and other oil
products

334

22382

1.28

4.31

Natural gas

343

18091

0.6

1.51

Sugar

061

5322

1.92

0.26

Fruit (fresh and dry)

057

10825

1.33

0.45

Vegetable and animal
oils

421, 422, 431

3771

0.77

0.52

¢ȱȱ¢

571

24158

0.47

0.43

Ship and boat parts

793

20853

0.86

1.05

Aluminium

684

23497

0.28

0.72

¡ȱȱȱǻȱƖǼǱȱ95.3
ǱȱǞȱŗřşşř

ȱǱȱȱȱȱȱȱȱǻǼȱ
ȱȱȱȂȱȱȱ ȱǻ Ǽ
ȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ŗŖŖŖŖǞȱ ȱ ȱ ȱ ȱ  ȬȬ
ǰȱ ȱ  ȱ ŗŖŖŖŖȱ ȱ ŘŖŖŖŖǞȱ Ȭȱ ǰȱ ȱ ȱ ȱ ȱ
ŘŖŖŖŖǞȱ ȱ ȱ ǯȱ ǰȱ ȱ ȱ Ȭȱ ȱ ȱ
ȱȱȱŚŖŖŖŖǞǯȱȱ¡ǰȱȱȱȱȱȱȱȱ
ȱ ¢ǯȱȱȱȱȱȱȱȱȱȱȱȱ
ǰȱȱȱ ȬȱȱȬǰȱȱ ȱȱȬȱȱȱ
ȱȃ¡ȱȄȱȱ£ǯȱȱȱȱȱȱȱȱȱȱȱ
ȃ¡ȱȄȱȱ£ȱ¢ȱȱȱ ȱȱȱȬęȱ
goods of no science and innovation intensity.
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Chart Řśǯȱ ȱ ȱ ȱ ȱ ȱ ȱ ȱ ¡ȱ
ȱ ȱ ȱ ŘŖŗŖȱ ǻȱ Ǽ

Ǳȱȱ ȱȱȱŘŖŗŗ
ȱ ȱ ȱ ȱ ȱ ȱ ǭȱ ȱ ǰȱ ȱ ȱ ȱ ęȱ ȱ
ȱ¡ȱȱȱ£ȱȱȱȱ ǰȱȱřřřȱȱȱStanȱ ȱȱęȱor 3 digit ęȱ “ ȱȱřȄ
system.ȱ ȱŘŖŗŖǰȱȱȱȱȱȱęȱȱȱ¡ȱȱŜřȱȱǻ25
exporting countries across the world were selected that have crude oil exports of more than
0.7% in the total world oil crude oil exportsǼǰȱȱřŘȱȱ ȱȱȱȱęȱȱ
ȱȱ ȱȱȱ¡ȱǯȱȱ ȱřȱǰȱ ȱȱ ǰȱ
ȱȱ£ǰȱ ȱȱȱ ȱȱȱȱȱ¡ȱȱȱ
ȱȱŞśƖǯȱ
ȱ ȱȱȱȱȱǰȱǰȱȱȱ ȱ ȱȱ
ȱȱȱęȬȱȱ ǰȱȱȱȱȱȱȱȱȬ
ada, Norway and Kuwait105. Just because of it, despite crude oil being a raw mateȬ
ǰȱȱȱȱȱ ȱǻŗŚŗşŝǞǼȱȱȱȱȱȱȱ
ȱ ę¢ȱ ȱ ȱ ¢Ȃȱ ¡ȱ ȱ ŗřşşřǞǰȱ ǰȱ ȱ ȱ ȱ ȱ
ęȱ ȱȱ ȱ ȱ ȱ ȱ ȱ  ȱ śŖŖŖȬŗŖŖŖŖǞǰȱ ȱ
ȱȱ ȱȱȱȱȱȱȱ ȱȱȱȱȱȱ
ŗŞŖŖŖȬŘŖŖŖŖǞ106.
105

ഩŚƩƉ͗ͬͬǁǁǁ͘ƵŶĐƚĂĚ͘ŽƌŐ;,ĂŶĚďŽŽŬŽĨ^ƚĂƟƐƟĐĨŽƌϮϬϭϭͿ

106

ഩƐŝĞƌDŝŶŽŶĚŽ͘ǆƉŽƌƚƐ͛YƵĂůŝƚǇͲĚũƵƐƚĞĚWƌŽĚƵĐƟǀŝƚǇĂŶĚĐŽŶŽŵŝĐ'ƌŽǁƚŚ͘ĞƉĂƌƚŵĞŶƚŽĨĐŽŶŽŵŝĐƐ͘
hŶŝǀĞƌƐŝĚĂĚĚĞĞƵƐƚŽʹ^d͘ϮϬϬϴ
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ȱŘşǯȱ ȱȱ¡ȱȱȱȱȱȱ¡ȱȱ¡ȱȱ
ȱȱȱȱ¡ȱǻȱǼ
ȱȱ¡ȱȱȱȱȱȱ¡ȱ

ŘŖŖŖ

ŘŖŖŗ

ŘŖŖŘ

ŘŖŖř

ŘŖŖŚ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

0.29

0.39

0.37

0.26

0.18

0.06

0.06

0.07

0.02

0.03

Ȭ

ȱȱ¡ȱȱȱȱȱȱ¡

ŘŖŖŖ

ŘŖŖŗ

ŘŖŖŘ

ŘŖŖř

ŘŖŖŚ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

4.6

8.8

7.9

5.15

2.2

1.1

1.7

3.4

0.92

0.98

1.1

¡ȱȱȱȱȱȱȱȱȱ¡

ŘŖŖŖ

ŘŖŖŗ

ŘŖŖŘ

ŘŖŖř

ŘŖŖŚ

ŘŖŖś

ŘŖŖŜ

ŘŖŖŝ

ŘŖŖŞ

ŘŖŖş

ŘŖŗŖ

7.7

4.4

5.9

6.5

10.5

13.3

8.1

7.5

1.5

3

2.5

Ǳȱȱȱȱ
High tech exports as a share of total export and exports of manufactured goods in
total exports. ȱ ¢ȱȱęȱȱȬȱȱȱȱȱ
ȱȱȱǰȱ ȱǱȱȃ ȱȱ¢Ȃȱȱȱǭȱ
¢ȱȱȱȱȱȱȱȱȱȱǭȱ¢ȱȱȱ
industries, it can be considered high tech107”.
ȱȱȱȱȱȱȱǰȱǭȱ¡ȱȱȬ
ȱǰȱȱǰȱŗŖƖȱȱȱȱȱȬȱȱȱǯȱȱ
Řşȱȱȱȱ¡ȱȱ£ȱȱȱȱȱȱ¡ȱȱ¡ȱ

107

ഩŚƩƉ͗ͬͬǁǁǁ͘ŐĐĐĐ͘ĐŽŵͬƉĚĨͬƚĞĐŚͬĚĞĮŶŝŶŐ͘ƉĚĨ
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of manufactured goods in total exports108ǯȱȱȱȱȬȱ¡ȱȱȱ
¡ȱȱȱȱȱŗşşŜȬŘŖŗŖȱȱȱȱȱŗşşŞȱǻŗƖǼǰȱ ȱȱŘŖŖşȱ
ȱęȱ ȱ ȱȱŖǯŖřƖǯȱȱȱȱȬȱ¡ȱȱȱ¡ȱ
ȱȱŗřǯŝƖȱȱŗşşŞȱȱŗǯŗƖȱȱŘŖŗŖǯȱ¡ȱȱȱȱȱȱ
¡ȱȱȱŗŚǯŘƖȱȱŗşşŝȱȱŘǯśƖȱȱŘŖŗŖǯ ǰȱȱȱȱȱȱ
15 years is downward for each of 3 indicators. But one of the main reasons of this
downward trend is the sharp rise in overall exports turnover during this period.

108

ഩŚƩƉ͗ͬͬǁǁǁ͘ŽĞĐĚͲŝůŝďƌĂƌǇ͘ŽƌŐͬĚŽĐƐĞƌǀĞƌͬĚŽǁŶůŽĂĚͬĨƵůůƚĞǆƚͬϱůŐƐũŚǀũϳŶŬũ͘ƉĚĨ͍ĞǆƉŝƌĞƐсϭϯϯϮϳϰϴϴϱϰΘŝĚсŝĚ
ΘĂĐĐŶĂŵĞсŐƵĞƐƚΘĐŚĞĐŬƐƵŵсϮϭϴϬ&ϭϲϲϱϱϲϰϯ&ϱϱϲ&ϳϱϳϴϮϳϵ
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