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ABSTRACT

This article examines the issues of ensuring economic growth in the economy of Azerbaijan. Authors consider the
innovative stages of development for Azerbaijan national economic growth based on modern technologies and attracting
investment. Investments for implementing modern innovations in Azerbaijan have played a leading role in increasing
the export potential of hi-tech products and their competitiveness in the world market. This article has considered some
indexes (index of economic freedom, index of "economic complexity") and the position of Azerbaijan in the ranking of
the CIS countries for 2013-2020. The gradual and consistent economic growth of Azerbaijan contributes to the stability
and efficiency of the economy and develops the scientific, technical and technological potential of the industry and the
qualifications of personnel. Increasing the level of investments in the national economy of Azerbaijan will allow moving
from a stage driven by factors to a stage driven by investments that ensure sustainable development of the economy
through scientific, technical and technological developments.
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1. INTRODUCTION

In just over two years, the pandemic has shackled
economic growth in many countries. In a pandemic,
many states spend money on health care and sanitation,
preventive sanitary measures, the safety of passenger
traffic, and customs procedures. With the announcement
of the pandemic, many services switched to the online
format, and many retail outlets, shops, pharmacies,
restaurants and cafes switched to serving customers at
home through the delivery of goods for online orders.

There is also learning through online training
programs and the provision of online money transfer
services in the financial sector. Despite the transition of
many services to the online format, industrial production
continues to create industrial products in the same way,
taking into account WHO's requirements.

As well known, economic growth is possible subject
to the application of innovative transformations, which
use various investments at the expense of domestic funds

and attract foreign funding. Consequently, the sources of
economic growth are mainly innovation and investment.

2. RESEARCH METHODOLOGY

While writing this article, the authors have considered
some statistical indicators of different countries'
investments to solve pandemic problems. Authors have
analysed Azerbaijan's technology and innovation
potential in pandemic terms, some indexes of Azerbaijan
economic growth with other countries of former Soviet
Union republics wusing comparison method of
investigation. The used data are based on the official data
of www.ivf.org and https://www.wipo.int WIPO (World
Intellectual Property Organisation) in 2013-2020 years.
More indicators expressed in % and places of countries
among other counties of the world, in a monetary unit of
different countries and USA dollars. The authors used
some indexes because more statistical indicators have not
been published by Statistic Committees of former Soviet
Union Republics. The authors have used the observation
and research methods in Chapter 3, statistical and
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research methods in Chapter 4, statistical and expert
assessment method of investigating in Chapter 5 of this
article.

3. INNOVATION AND INVESTMENT AS
SOURCES OF ECONOMIC GROWTH

As Wheelan correctly notes, our standard of living
predetermines productivity growth. If productivity
increases by 2% per year, we become richer by 2% every
year, since we can use the same factors introduced into
production and produce goods 2% more, or get the same
volume of production, use 2% fewer factors introduced
into production. Productivity gains make you richer no
matter what happens in the rest of the world. It depends
on investments in physical capital, human capital, R&D
and increasing the efficiency of state institutions,
innovation and technical and technological progress [1].

Innovation, being the main factor in high-quality
economic growth, influences the dynamics of GDP.
Their impact on the rate of economic growth is
manifested due to an increase in labour productivity and
an increase in production efficiency. In addition to a
quantitative increase in production, high-quality
economic growth is accompanied by many structural,
technological and other changes. Innovation drives
quality economic growth.

As a result of innovation, there is a redistribution of
resources in the economy to use them more efficiently,
leading to a change in its structure. The sources of
economic growth are:

- Innovative support of economic _growth.
Opportunities for an economic breakthrough through
innovative support and flexible economic development
are relevant in current conditions. To solve this problem,
it is necessary to more actively introduce into practice the
developed methodological foundations of flexible
development and the constructed conceptual model of the
theoretical construction of the mechanism for its
provision, including the patterns of formation of the
potential for the development of flexibility, its basic
value and the scope of manifestation. New
methodological approaches will provide the undoubted
effect to the analysis of this problem, and the proposed
new directions of theoretical research of flexible
development will develop the ability of enterprises to
flexible development, increase their business activity and
the economic growth of the country and regions. The
active introduction of innovations in all spheres of the
economy, from research and development to marketing
(technical and educational, managerial and many others),
will ensure growth based on the innovations already
introduced [2].

Innovation itself is not a highly profitable activity, but
the modernisation of production and management
through innovation will ensure high economic growth;
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- Investment support for economic growth. The
development and achievement of innovations, ensuring a
sustainable level of development, maintaining a decent
standard of living, and the country's socio-economic
situation is impossible without investment. Material
factors of production are buildings, machinery,
equipment, vehicles from stocks of physical capital. The
capital accumulated at a certain point in time forms
production assets. They provide a certain level of
production of goods. The desire to increase the
production of goods can be realised by the accumulation
of capital, i.e. an increase in the quantity and quality of
the funds produced [3-4].

Changes in the volume of functioning capital over
time to flow. However, investment is the main factor in
economic growth and implements economic and social
progress. The trend is to move away from closeness in all
its manifestations - in the transition to "open innovation"
and global innovation networks, in the reassessment of
the significance of various kinds of "zones" (closed
innovations in military fields).

Secondly, it is a certain idealisation of foreign
experience and the combined use of various Western
approaches. Not one model was chosen, but several at
once. We can see more subjects — the technoparks, the
technopolises considered and partially adapted in the
"City" (UAE). Combining elements of different models
is a challenging task since it is not easy to achieve
synergy with this approach [5].

Structural restructuring presupposes, first of all, the
leveling of conditions for competition and
competitiveness by reducing costs and increasing labour
productivity. There is a certain growth potential in the
economy of Azerbaijan, not related to export. Under the
current conditions, we can see the systemic changes that
stimulate exports of hi-tech products, competitiveness,
and import substitution. One of the modern sources for
ensuring economic growth could be:

- reducing the level of the shadow economy, creating
conditions for the development of the entrepreneurial
activity, increasing its activity and competition;

- recreation of requirements for the development of
production of "simple things" — a) improving quality
characteristics; b) reducing dependence on the import of
simple things;

- technological renewal, increasing labour
productivity of existing industries - diversification;

- industrialisation - the creation of new industries, in
traditional ones - an increase in the degree of processing
of resources (development of new technological
redistributions with an export orientation);

- development of infrastructure, agriculture, housing
and communal services.
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The approval of the Strategic Road Maps for the main
sectors of the economy and national economy stimulates
the development of entrepreneurial activity in the
Republic of Azerbaijan by expanding state marketing
activity following the progressive world practice. To
ensure the effective integration of the national economy
into the world economy, The Center for Reform Analysis
and Communication [6] should expand the enlightenment
activities performed to solve the marketing mentioned
above problems.

4. ANALYSIS OF THE ECONOMIC
SITUATION OF AZERBAIJAN IN THE
CONDITIONS OF THE PANDEMIC

Shimon Peres noted: "...the Americans are inventing
something new because they believe in tomorrow, and
the Israelis are inventing because they don't like today"
[7-8]. The combination of these two directions will
contribute to creating the foundations for sustainable
growth and development, for the harmonious
development of the economy, i.e. representation on the
market of many industries with high productivity and
competent coordination of reserves and resources. The
importance comes from the fact that the economy must
meet modern development requirements, the
requirements of high technologies and services, coupled
with the necessary reforms.

During the pandemic, many countries faced
economic and social difficulties. It should be noted that
many European countries, the USA, Israel, China, and
Russia developed strategic plans to combat the pandemic,
invested in the industry in scientific laboratories for the
early creation of vaccines, and solved numerous
problems of various sectors of the economy. It is these
countries that have a sustainable capacity for economic
recovery. Switzerland and Germany took the top two
spots thanks to their economies' agility, evidence-based
and evidence-based approach to mitigate restrictive
measures without sacrificing public health and safety [9].

At the same time, strengthening the world economy
is going on in parallel with the solution of the problems
of vaccination. It should be noted that the recovery
process is proceeding differently in different countries
due to the high uncertainty. In this situation, the main task
of the state is to ensure the sustainability of the
industrialisation process by pursuing an appropriate
actual and consistent policy.

Increasing economic complexity is impossible
without defining real priorities for growth and
development. It is advisable to build state policy based
on the definition of priority areas, focusing resources on
them. It is also essential to pay attention to the innovative
stages of growth and development of the economy by
attracting investments based on modern, attractive
approaches. New technologies are based on
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competitiveness improvement, on up-to-date scientific,
technical and technological developments.
Technological achievement could not form without
personnel qualifications. An increase in the level of
investment in the economy will allow the transition from
a factor-driven stage to an investment-driven stage.

In conditions when there are specific difficulties such
as fluctuations in oil prices on the one hand and the
coronavirus pandemic, on the other hand, Azerbaijan is a
donor country and donated § 10 million to WHO. Table
1 gives comparative data on the volume of investments
and GDP (in%) share in developed countries and the CIS
countries.

At the beginning of the pandemic, some developed
countries were able to respond quickly and have a high
degree of preparedness to respond to the challenges of the
crisis. Despite:

a) the high expenditures associated with the war,
b) the restoration of territories and,
c) the fight against coronavirus,

the direct and guaranteed external public debt of
Azerbaijan at the end of 2020 has amounted to $8,821.5
million. About 20.7% of GDP (3% less than in 2019)
equals $5,289.6 million, direct government borrowings.
For comparison, note that $2,810.8 million are the
government securities in foreign currency, $721.1
million - contingent liabilities (economy and military-
industrial complex of Azerbaijan). In 2020 about
$1,085.1 million was allocated to service the external
public debt, and about $816.4 million of these were spent
on repaying the principal debt, approximately $268.7
million - on interest payments [9].

At the conference "A New Look at the South
Caucasus: Post-Conflict Development and Cooperation",
President Mr 1. Aliyev noted that to achieve the best
results in the world, it is necessary to reduce Azerbaijan's
external debt to 10%. Azerbaijan is independent of
external aid. The total amount of direct investments
attracted from abroad to Azerbaijan in 2020 amounted to
$4.5 billion, to the non-oil sector — approx. $605.6
million [8]. In 2020 GDP decline was equal to 4.3% due
to restrictions on COVID-19 and in case of reduction in
oil production as part of the OPEC + framework [9].

The pandemic has increased the value of innovative
projects. In the context of the pandemic, many
government organisations, business and financial
subjects, etc., switched to online regulating, online
administrating, online education and training, online
trading, began to use the capabilities of e-government, e-
banking, e-order, etc.
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Table 1. Investments by various countries of the world in the fight against the pandemic www.ivf.org

[9-10]

Countries

Share in GDP (% of GDP)

Investment in the fight against the pandemic

USA 2.3 trillion US dollars 11.0
European 37 billion Euro 0.3
countries

Italy 25 billion Euro 1.4
Spain 8.9 billion Euro 0.7
Turkey 100 billion tl 1.5
Azerbaijan 2.5 billion manat 3.1
Belarus 1 million dollars of USA 0.7
Georgia 1 billion lari 2.0
Kyrgyzstan 9.4 million dollars of USA 1.0
Russian 0.3 trillion rubl 0.3
Federation

Uzbekistan 10 trillion soms 1.5

The negative consequences of the pandemic in
Azerbaijan can be called:

- a decline in economic activity within the country,
between Azerbaijan and other countries;

- fluctuations in oil prices in the world which affects
the national economy of the republic;

- low economic growth rates in 2019-2020, which
also reflects the consequences of the pandemic.

Weak dynamics of economic growth was caused by
the easing of monetary policy, accelerated spending of
state budget funds and some conjunctural factors [11].
Due to the pandemic in 2019-2020, there has been a
significant weakening in world economic growth due to
a slowdown in industrial activity and world trade. The
slowdown in the growth of external demand and the
OPEC + agreement negatively impacted the dynamics of
Azerbaijan's exports. There is also a decline in oil prices
against the backdrop of a slowdown in global economic
growth.

But the subsequent growth in oil and gas in 2021
contributed to some straightening of the situation in the
economy. Authors suggest considering some domestic
factors [12] — strong monetary policy and expenditures
for a national innovation project. Implementation of
strong monetary policy and increased spending on
national projects [13] will help revive the economy. The
forecast is mainly associated with negative risks. The
main risks related to the economic growth forecast
include a weakening global economy, increased trade
tensions, and domestic factors.

5. MODEL OF SOCIO-ECONOMIC
DEVELOPMENT OF AZERBAIJAN
UNDER PANDEMIC CONDITIONS

Conducting economic reforms in Azerbaijan and
pursuing a policy of "openness" for 30 years made it
possible for the economy to achieve certain successes.
Azerbaijan has its model of socio-economic development
and public administration (a set of features that determine
the place and role of the state in political systems) [4].
The characteristic features of this development model
are:

- strong and effective state power;

- development of all forms of ownership (striving to
achieve an optimal balance between the public and
private sectors, taking into account national interests);

- increasing the importance of privatisation as a
means of attracting interested investors;

- multidirectional foreign economic policy;
- the basis of the economic model is social policy.

The current economic model includes five main
directions of development that are interdependent from
each other. These directions take into account the
peculiarities of the economic policy of Public
Administration and the national mentality. They are as
follows [14]:

- revealing the role of the state in management or "a
model of strong and effective government";
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- the efficiency of the investment process or "model
of investment inflow", where investments are part of the
process of economic development;

- "model of export development" for solving the
problems of import substitution and the concentration of
funds for the development of the country's economy;

- "model of priority development of industry and
agriculture";

- effective social policy is the basis of the economic
model.

The result of the reforms was an improvement in the
ranking of countries in terms of economic freedom (see
table 2).

As we know, the index of economic freedom (Index
of Economic Freedom) - demonstrates the results of the
analysis of changes in political and economic factors to
determine the priority economic development of the
state. The experts of this organisation define economic
freedom as the result of state non-intervention. As shown
in Table 2, Azerbaijan improved its position (from 91 in
2016 to 44 in 2020), and in our country, this process was
going on consistently.

This is the result of the ongoing economic reforms in
Azerbaijan and the policy of "openness", which made it
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possible for the economy to achieve certain successes.
Azerbaijan has its model of socio-economic development
and public administration, which also gives good results
on the lands returned from the occupation within 44 days.

According to the head of the Central Bank of
Azerbaijan, Mr E. Rustamov, "...are expected the good
results on the current account of the balance of payments
by the end of 2021" [13]. At the end of the year's first
half, the current account surplus amounted to 8% of GDP.
The oil factor mainly influences the balance of payments
indicators, but oil prices are growing in surplus in the oil
and gas sector in the first half of 2021. amounted to $ 4.6
billion (an increase of 40.7%). In the non-oil sector, the
deficit amounted to $ 2.7 billion (an increase of 1.8%)
[4]. This all contributed to some improvement with the
index of "economic complexity". (Refer Table 3.)

As shown in Table 3, positions on the "economic
complexity" index have improved in Azerbaijan. True,
this is not yet a very good position, but the ongoing
fundamental changes will give good results which
selected priority areas of sustainable and dynamic
development of the country. At the moment, there is a
process of combining development models in the
republic:

- At first, the correlation between the models of
economic  development '"strong and effective

Table 2. Rating of the CIS countries by the level of economic freedom * Index of Economic Freedom

[15]

Countries

Increasing (+)
or decreasing

(-) for 4 year

index place index place index place index | place index

Azerbaijan 60.2 91 64.3 67 65.4 60 69.3 44 -9.1 +47
Belarus 48.8 157 58.1 108 57.9 104 61.7 88 -39.2 | +69
Georgia 72.6 23 76.2 16 75.9 16 77.1 11 -4.5 +12
Kazakhstan 63.6 68 69.1 41 65.4 59 69.6 40 -6.0 +28
Kyrgyzstan 59.6 96 62.8 78 62.3 79 62.9 81 -3.3 +15
Latvia 70.4 36 73.6 28 70.4 35 71.9 32 -1.5 +4
Lithuania 75.2 13 75.3 19 74.2 21 76.7 16 -1.5 -3
Moldova 57.4 117 58.4 105 59.1 97 62.0 87 -4.6 +30
Russian 50.6 153 58.2 107 58.9 98 61.0 94 -10.4 | +59
Federation

Tajikistan 51.3 149 58.3 106 55.6 122 52.2 155 -0.9 -6
Turkmenistan 41.9 174 47.1 169 48.4 104 46.5 170 -4.6 +4
Ukrain e 46.8 162 51.9 150 52.3 147 54.9 134 -8.1 +28
Uzbekistan 40.6 166 51.5 152 53.3 140 57.2 116 -16.6 | +50
Estonia 77.2 7 78.8 7 76.6 15 77.7 10 -0.5 -3
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Table 3. Index of "Economic complexity" of the former USSR countries for 2013-2019

https://atlas.cid.harvard.edu/rankings [16]

Economic complexity
rating
Countries

Occupied place

Rating changes Changes in the
for 6 years
(+ growth;

- decrease)

occupied place
over 6 years

(+ improvement;

- deterioration)

2013 2015 2019 (2013-2019) (2013-2019)
Azerbaijan -1.31 | -1.07 | -1.19 125 114 120 +0.12 +5
Belarus 1.18 0.82 0.83 22 33 31 +0.35 -9
Georgia -0.08 | -0.18 | -0.01 64 70 63 +0,01 -1
Kazakhstan -0.91 | -0.52 | -0.32 109 85 78 +0.59 +31
Kyrgyzstan 0.25 0.13 | -0.04 48 55 65 -0.29 -17
Latvia 0.66 0.55 0.67 37 41 37 -0.10 0 neutral
Lithuania 0.68 0.62 0.79 36 36 33 -0.11 +3
Moldova 0.14 | -0.15 | -0.16 53 67 68 -0.30 -15
Russian -0.08 | 0.17 0.12 65 51 52 +0.20 +13
Federation
Tajikistan -1.12 | -1.14 | -0.74 112 117 97 +0.30 +15
Turkmenistan -1.17 | -1.10 | -0.70 117 115 95 +0.47 +22
Ukraine 0.52 0.30 0.30 43 46 47 -0.22 -4
Uzbekistan -0.71 | -0.69 | -0.48 98 97 87 +0.23 +11
Estonia 0.92 0.99 0.92 30 28 29 0 neutral -1

government" and the model of "service economy" creates
conditions for developing a market economy. The state
does not directly interfere in the economy. The state
forms the legislative framework and indirectly regulates
the market;

- Secondly, it is necessary to combine the
development of the economy along the path of the
"model of investment inflow" and the development of
consumption growth;

- Thirdly, it is necessary to correct the "export
development model" and transfer to the criterion of
balancing foreign trade and commodity turnover;

- Fourth, the "model of priority development of
industry and agriculture" creates the basis for stable
economic growth, develops specific industries and
enhances the importance of product competitiveness;

- Fifthly, an effective social policy contributes to an
increase in the population's well-being.

In this situation, the measures to prevent the spread of
coronavirus play a negative role in world markets. This
leads to such consequences as:

- the emergence of an inadequate situation in the stock
markets due to investors' uncertainty, which leads to a
decline in stock prices in the world's largest markets. In
this case, the influence on the markets is carried out in
three directions:

a) decline in business activity in common;
b) reduced business activity in local markets;
¢) uncertainty in financial markets;

- decrease in production activity, which will
negatively impact the country's economy. The low
profitability will lead to significant economic losses. It
will affect people who are not employed in permanent
and formal fixed-pay jobs, in piecework, in the informal
sector. They are most vulnerable to economic shocks.
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Their loss of income leads to a decrease in their activity,
consumption and expenses. The downturn in business
activity will negatively affect industries and those
workers, low-income families who in reality should not
be negatively affected;

- to the dependence of macroeconomic indicators on
the oil factor. Consequently, the economy in the post-
coronavirus period will go through certain difficult
stages;

- to a one-sided and primitive industrial structure. In
the current conditions, the dynamic development of the
economy is formed due to inertial (preservation of the
structural parameters of previous development) and
transformational (a sharp change in the existing structure
of industry output and the nature of the dynamics of the
main components of GDP) factors. Both factors are at
work today.

It should be noted that the situation in Azerbaijan is
beginning to improve, but the manufacturing industries
are still lagging behind the fuel and energy complex of
Azerbaijan. The current situation demonstrates the
polarisation effect in the development of the extractive
and manufacturing industries.

It is known that resources create material conditions
for economic growth, but resources do not determine
success. Great Britain began its development with coal,
the USA created the developed economy through oil, but
no one said they were raw materials appendages. Oil and
oil products have helped achieve the foundations of
sustainable development for Azerbaijan and have helped
create foundations for the post-oil economy. Oil exports
subsidise other sectors of the Azerbaijan national
economy. Human capital is related to productivity.
Productivity is the efficiency with factors that influence
the production and export of hi-tech products [17].

Productivity is influenced the hi-tech technologies,
specialisation in producing process and personnel skills.
All of the factors are functions of human capital. Human
capital combines inherent human skills (education,
intelligence, experience, creativity, charisma,
entrepreneurial  ability, the uniqueness of the
combination of skills and knowledge). Human capital is
a kind of "economic passport". Human capital in a
modern economy is a more important form of capital that
contributes to wealth creation and growth [18].

There is a relationship between the level of a country's
human capital and its economic well-being, but there is
no relationship between natural resources and the
standard of living. For example, Japan and Switzerland
are the richest countries in the world; although they are
not endowed with natural resources, they have high per
capita incomes. On the contrary, countries of Africa
(Nigeria for example), countries of the Middle East, the
United Arab Emirates, CA, Russian Federation,
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Azerbaijan, Kazakhstan have significant oil and gas
reserves but have a low per capita capital income.

It is advisable to recreate and develop new points of
growth by implementing interconnected special national
sectoral and regional programmes using a complex of
monetary, tax, tariff, cluster instruments, stimulating
demand [19].

The Azerbaijanian government is doing a lot of work
to improve the current situation. Azerbaijan has prepared
a draft "National Export Strategy", which identifies 15
target markets [20] and 120 varieties of exported
products. The growth rates and directions of
manufacturing industries' development will shape the
future of economic development, determine the optimal
balance between orientation to domestic markets and
orientation to foreign markets.

6. CONCLUSION

To get out of this situation, it is necessary to rely on
identifying existing and potential national competitive
advantages in the main directions on new technological
order's formation through corresponding concentration of
financial, investment, information and intellectual
resources of republic. This requires the solution of the
appropriate investment, structural, industrial, scientific,
technical and technological and other components of the
country's sustainable development policy. Creating an
economic model based on innovation with progressive
inequality is necessary. These innovations will
concentrate on the direction of growth and transition to a
new qualitative state. This model suggests focusing on:

- achieving this goal by realising the potentials of
innovation, investment and industry infrastructure (3
HIH);

- taking advantage of the consistency, constancy and
continual gradualness of the reforms (3 "C");

- strategic guidelines by strengthening the processes
of coordination, complexity and cooperation (3 "C");

- reaching an agreement between three forces: state,
science, and business subject (3 "S").

In this research, authors consider some positive (an
increase in production, national wealth, the country's
importance in the international division of labour, an
increase in the standard of living of the population and an
improvement in working conditions) and negative
(deterioration of the country's ecological situation, the
problem of unemployment, depletion of resources,
overpopulation of cities) results of economic growth
which advisable to take into account in Azerbaijan socio-
economic development programme preparing.

This revealed the need to create conditions not for
economic growth of an ineffective structure but for real
innovative growth and development, which implies an
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increase in the structural quality of the economic system
and the expansion of its capabilities in terms of
innovation.

As a result, we could see a new generation of
investment policies where the main goal is growth and
sustainable economic development. They demonstrate
the systematic integration and management of
sustainable development through specific indicators and
mechanisms at domestic and international levels.

The distinctive characteristics of this generation of
investment policies recognise the role of investment as a
driving force of economic growth, the desire to achieve
social goals simultaneously with economic ones, and the
need to improve the effectiveness of policies to attract
investment resources. Protection of state interests plays
an important role in determining the direction of state
investment policy. The transformation of industries, the
decrease in imports of components for agricultural
machinery, drilling equipment, ferrous metallurgy
products, etc., are essential measures of the Azerbaijan
government.

The transition to the concept of sustainable growth
means identifying priorities for innovative development
based on the existing potential, a real assessment of the
situation and creating conditions for a new generation of
scientists and specialists in the field of high technologies.
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