ECONOMICS AND NATIONAL
MANAGEMENT

UDC: 330.341.42 DOI 10.26906/EiR.2020.2(77).1940

THE IMPORTANCE OF HIGH-TECH PRODUCTION IN THE
STABILITY OF THE ECONOMY OF AZERBAIJAN

Elshad Mammadov, Professor
Esmira Ahmadova, PhD student
Azerbaijan State University of Economics (UNEC), Azerbaijan Republic

© Mammadov E., 2020.
© Ahmadova E., 2020.

Cmamms ompumana pedakyicio 29.05.2020 p.
The article was received by editorial board on 29.05.2020

Introduction. The Anglo-Australian economist C. Clark was the first to conduct a comprehensive
structural analysis of the capitalist economy in the 1930s. Empirically, he established the existence of
interdependencies between the industrial structure of the economy, its institutional structure, and the general
rate of economic growth. Clark made a long-term forecast of the economic development of capitalism in the
post-war period, according to which the upward stage of the great Kondratieff cycle was to take place before
the early 1970s. Clark's forecast came true in many ways [1, p. 37]. The structural crisis of the 1970s
stimulated more research into the evolution of structural instability and its impact on economic development.
As a result, it was found that a structural crisis matures irrespective of the development of cyclic processes.
This brings the onset of the economic crisis, affects its depth and duration. The experience of world
economic crises of 1974-1976 and 1980-1982 showed that in various countries, the structural crisis is
roughly similarly “woven” into the cyclical movement of the economy [2, p. 120].

The structural analysis of G. Mensch [3], conducted for the economy of Germany, showed that it was
the structural instability of 1971-1974 years that caused a severe crisis of production and employment in
1975-1976. He showed that a similar situation took place for other developed countries. Mensch discovered
that structural instability in certain parts of the economy goes hand in hand with structural susceptibility to
basic break-through innovations and formulated a rule according to which, “innovations overcome
depression”. It is the revolutionary technologies, which lie within basic innovations that, in turn, lead to both
technological and industrial structural changes in the economy [2, p. 121].

Reducing the share of manufacturing industries below the critical level may lead to structural
instability of the economy. [2, p. 122]. Sustainable Development Goal No. 9 states “Build resilient
infrastructure, promote inclusive and sustainable industrialization and foster innovation”.

For 21 years (from 1997 to 2018) in Azerbaijan mining industry grew from 31.3% to 69.8%. The
manufacturing industry, on the contrary, decreased from 51.8% to 22.9%.

According to the Classification of Manufacturing Industries by Technology Group of the UN
Industrial Development Report [3], let's review how the dynamics of low-, medium- and high-tech
production in Azerbaijan has changed.

As can be seen from the calculations (see Table 1, 2, 3), among the low-tech production, there is a
quite high efficiency of such manufacturing industries as food and textile. Among medium-tech production,
over 8 years, the efficiency of production of petroleum products increased by four times. Over the same
period, the efficiency of the metallurgical industry increased by 6, 7 times, although its share in the industry
of Azerbaijan decreased from 1.6% to 0.6%.
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Fig. 1. Dynamics of the main industries of the Azerbaijani economy
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Fig. 2. Dynamics of low - [} medium - [Jjj and high- |} tech production in Azerbaijan, in % of
the Azerbaijani industry

Table 1
Dynamics of efficiency and share of low-tech industry of Azerbaijan
Years
Azerbaijan's low-tech - 2007 2016 2018
. share in . .
manufacturing indust efficienc share in efficienc share in efficienc
industries 22) e y industry,% Y industry,% Y
Food production 57 332 2,5 30 4,7 n. d.
Beverage production ’ ’ 0,8 8,5 0,4 n. d.
Textile industry 0,3 3,8 0,1 2,8 0,4 n. d.
Production of leather,
leather products and 0,1 n. d. 0,1 1,4 0,03 n. d.
shoes
Production of wood
products, except furniture 0,04 n. d. 0,1 0,6 0,02 n. d.
Production of paper and 0.14 nd 0.1 72 0.1 nd
paperboard
Printing and publishing n. d. n. d. 0,2 1,6 0,1 n. d.
Furniture manufacture n. d. n. d. 0,2 23,6 0,1 n. d.

*n. d. —no data

Source: [4-8], author’s calculations
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Table 2

Dynamics of efficiency and share of medium-tech production in the industry of Azerbaijan

Azerbaijan's
medium-tech
manufacturing
industries

Years

2007

2016

2018

share in
industry,%

efficiency

industry,%

share in

efficiency

share in
industry,%

efficiency

Production of
rubber and plastic
products

0,12

3,1

0,4

3,8

0,3

n. d.

Production of
construction
materials

6,6

1,8

11,6

0,8

n. d.

Metallurgical
industry

1,6

6,4

0,9

44

0,6

n. d.

Petroleum products

6,5

35

10,1

149

3,9

n. d.

*n. d. —no data

Source: [4-8], author’s calculations.

Table 3

Dynamics of efficiency and share in the industry of high-tech production of Azerbaijan

Azerbaijan's
high - tech
manufacturing
industries

Years

2007

2016

2018

share in
industry,%

efficiency

share in
industry,%

efficiency

share in
industry,%

efficiency

Chemical industry

0,8

n. d.

1,4

42,4

0,7

n. d.

Production of
computers and other
electronic equipment

Production of
electrical equipment

0,19

0,3

746

0,4

3,3

0,4

n. d.

Production of
machinery and
equipment

0,4

0,8

10,2

0,4

Production of other
vehicles

0,6

0,05

1,9

0,6

Installation of
machinery &
equipment and repair

2,7

28

*n. d —no data

Source: [4-8], author’s calculations

Conclusion. The observed period of 1997 to 2018 can be divided into two periods: from 1997 to 2007
— when we could observe the economic stability of the Azerbaijani economy and from 2007 to 2018 —when
the economy of Azerbaijan considered partially unstable to external and internal shocks.

Undoubtedly, high prices for oil in the world and a positive trade balance make it possible to ensure a
certain financial stability of the Azerbaijani economy due to foreign exchange earnings. But, as calculations
show, such stability and sustainable economic growth is possible mainly in the short term. The stability of
the economic system as a whole is based on the optimal structure of GDP. A change in the situation is
possible on the basis of an integrated approach, the use of favorable domestic capabilities of the country in
all areas, which our country is undertaking. The efforts of public authorities are aimed at ensuring the
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sustainability of the economy, which is considered as a priority. These directions are reflected in the
Roadmaps on the development of the Azerbaijani economy.

As a measure to improve the stability of the Azerbaijani economy, it is proposed to expand high-tech
and medium-tech production. As a result of the overflow of resources to the above-mentioned sectors, a
reduction in low-tech production in the technological structure of the country's industry and increase the
competitiveness of products will follow. Indeed, structural changes in the form of a transition from a labor-
intensive to a technologically intensive economy are factors of economic modernization. Diversification of
the economy in favor of the manufacturing industry will allow to achieve high growth rates, longer periods
of growth and a decrease in its volatility, which supports long-term growth.

The proposed measures will lead to an increase in the stability of the Azerbaijani economy, a decrease
in the fluctuation in dynamics of macroeconomic indicators, which ultimately will lead to an increase in the
growth rate of GDP per capita and sustainable economic growth in the long term.
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UDC: 330.341.42

Eabmang Mameno, npodecop. Ecmipa AxmanoBa, acmipaHT. A3epOailukKaHCHKUI JiepyKaBHUH
exonoMmiuanii yHiBepcuter (AJIEY), AzepOaiimkancbka PecnyOnika. 3HauyeHHSI BHCOKOTEXHOJIOTIYHOTIO
BHPOOHHUIITBA B CTA0LIbHOCTI eKOHOMIKHN A3epOaiiaxkany. MeToro i€l CTaTTi € TEOpETHYHE Ta eMITIpUYHE
BHUBYEHHS POJIi BHCOKOTEXHOJIOTTYHOI0 BUPOOHHIITBA Y CTIHKOCTI €KOHOMIK, OCOOIMBO a3epOaiikaHChKOI.
Merononorist ctaTti nonsirae y GyHIaMeHTaNbHUX Mpalsx 3apyOibKHUX BYeHUX Ta gociimkeHHsx OOH y
ramy3i BH3HA4YeHHS Ta OIIHKH CTIHKOCTI GKOHOMIYHOI CHUCTeMHU. BH3HaueHO 3Ha4YeHHS Ta CTPYKTYpYy
HU3BKOTO, CEPEHBOr0 T2 BHCOKOTEXHOIOTTYHOrO BUPOOHHUITBA B A3epOaiipkaHi. Ha ocHOBI KpUTHYHOTO
aHaJi3y HayKoBOI JIiTepaTypH 3 JaHOi TEMH Ta OTPUMAHUX PE3yJIbTATIB y CTATTI 3aIIPOINIOHOBAHO BIAMOBIIHI
MPOMO3MIIT Ta BUCHOBKH. JlaHi, OTpuMaHi B il CTATTi, € aKTyaJbHHUMH 1 MOXYTh OyTH BHUKOPHCTAHI JJIs
MOHITOPHHTY €KOHOMIKH Ta TiABHIIEHHS 1i crifikocTi. OCHOBHHM (DaKTOPOM CTIHKOCTI €KOHOMIKH OyIo
BHM3HAUEHO YacTKy Ta e(pEeKTHUBHICTP BHCOKOTEXHOJIOTIYHOI MPOAYKIII B CTPYKTYpi MPOMHUCIOBOTO
BUPOOHHIITBA.  3alpOINOHOBAaHI 3aXOAW MPHU3BEAYTh 1O MIJBUIICHHS CTAOUILHOCTI  EKOHOMIKH
AsepOaiipkaHy, 3MCHILIECHHS KOJMBaHb B JMHAMIlll MaKpOCKOHOMIYHMX ITOKAa3HMKIB, II0 B MiACYMKY
npu3Bene M0 30uUTbleHHS TeMmiB 3poctaHHs BBII Ha mymy HacenmeHHs Ta CTIMKOrO €KOHOMIYHOTO
3pOCTaHHS B JIOBTOCTPOKOBIH TEPCIIEKTHBI.

Knwuoei cnosa: exoHoMiyHa CTiliKicTh, cTpykrypa BBII, a3zep0aiipkaHCchbka EKOHOMIKA,
BUPOOHHUIITBO, EKOHOMIYHE 3pPOCTaHHS.
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Elshad Mammadov, Professor. Esmira Ahmadova, PhD student. Azerbaijan State University of
Economics (UNEC), Azerbaijan Republic. The importance of high-tech production in the stability of the
economy of Azerbaijan. The aim of this research is a theoretical and empirical study of the role of high-tech
production in the sustainability of the economies, particularly Azerbaijani economy. The methodology of the
paper lies in the fundamental works of foreign scientists and United Nations research in the field of
determining and assessing the sustainability of the economic system. As a result of the study, the
significance and structure of low, medium and high-tech production in Azerbaijan were determined. On the
basis of a critical analysis of the scientific literature on this topic and the results obtained, the article
proposed relevant proposals and conclusions. The data obtained in this article is relevant and can be used to
monitor the economy and increase in its sustainability. The main factor in the sustainability of the economy
was determined to be the share and effectiveness of high-tech products in the structure of industrial
production. The proposed measures will lead to an increase in the stability of the Azerbaijani economy, a
decrease in the fluctuation in dynamics of macroeconomic indicators, which ultimately will lead to an
increase in the growth rate of GDP per capita and sustainable economic growth in the long term.
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