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Introduction. World experience shows that with the economic development of the country the support of the
state, including local authorities, for the creation and development of small business increases proportionally.
Because the correct formation of the market mechanism, its proper functioning, limitation of monopolies in
the country, creation of the middle class are the main foundations of a market economy. Also, sustainable
development of small business depends on faster and more flexible adaptation of the country's economy to the
market, maintaining economic stability, dynamic economic development and other reasons, which is possible
only with the support of the state and local authorities. Looking at the problem in a broad sense, the development
of entrepreneurial activity is influenced by many factors. State support is one of the most important of them.

Review of recent research and publications. The source base for the study of the problems of improving
the competitive environment in small business was domestic and foreign literature. It should be noted that
the problem of improving the competitiveness of small business in the modern period in Azerbaijan is
given great attention. Among local researchers who have monographs, dissertations and scientific articles
devoted to the various components of small business can be mentioned Atakishiyev R.B., Bayramov V.1,
Akhmedov A.L., Aliyev Sh.T., Gadzhiyev N.O., Mamedov F.F., Abbasov A.B., Gafarov N., Gasanly E.O.,
Abbasov A.B., and others.

Among foreign researchers, a significant contribution to the study of various aspects of small business
and competition was made by such scientists as Yu. Schumpeter, N. Nelson, B. Twissin, S.M. Dune,
V.Ya. Kellen, D. Bellin, S.Yu. Glazyev, N.D. Kondratiev, A.A. Akdzhmov, G.Yu. Goldstein, Ya.A. Shumbertin,
Yu.V. Ovsienko, V.M. Konovalov, V.K. Medinsky, S.V. Ermasov, whose works provide value in this area.

The purpose of the article is to study the competitiveness of small business and identify ways of state
support to improve it for the economy in Azerbaijan.

Main material and results. World experience shows that entrepreneurship is formed with the support
of the state. In this direction, the country should pursue a balanced state policy. To achieve this goal, it is
necessary to create a system of protective, guiding, controlling, stimulating and restrictive measures within the
process of state regulation of entrepreneurship. These measures should be widely disseminated and properly
implemented, especially in the small business sector.

Today, such a policy is being implemented, and ways to support small business is one of the most pressing
issues. Thus, state and regional business support programs are always implemented within the framework of
certain laws and regulations. These assistance programs are determined by the relevant executive authority
and organized by the executive authority in accordance with state laws [7]. At the same time, local self-
government bodies, regardless of organizational, legal and property relations, departments, enterprises and
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organizations, trade unions also independently develop programs to support entrepreneurship. They also have
the right to apply to the relevant executive authority with a request to include certain measures and projects in
the programs of state bodies and local governments to promote entrepreneurship.

To create, develop and strengthen the business environment, it is important to have a central government
body that supports ideas and protects the interests of entrepreneurs. In Azerbaijan, this function is performed
by the Ministry of Economy, more specifically, the Department of Entrepreneurship Development Policy [9].
The main task of this agency is to develop and implement projects of state programs for the development
of entrepreneurship, providing financial and non-financial support to entrepreneurs. As a result, a legislative
framework for small and medium-sized enterprises was developed and significant progress was made in
regulating entrepreneurial activity [5].

On August 27, 2002, the National Entrepreneurship Support Fund was established by the Decree of the
President of the Republic of Azerbaijan No. 779 to develop and organize programs to assist small businesses
and create favorable conditions for small businesses to obtain financial resources.

According to the Regulations, the obligations of the Fund are as follows [10]:

— to organize appropriate measures to create financial support for the development of entrepreneurship in
the Republic of Azerbaijan;

— to promote the implementation of the state economic policy based on the attraction and effective use of
financial resources for the development of small business;

— to finance entrepreneurship development programs;

— to provide financial assistance for the implementation of investment projects and programs aimed at
economic development;

— to participate in the development and implementation of sectoral and regional programs and investment
projects that ensure the development of entrepreneurship, commodity markets and free competition, as well as
the creation of new jobs.

The National Fund for Support of Entreprencurship at its own expense creates various livestock complexes,
agricultural processing enterprises, industrial (construction, chemical, machine-building, etc.) enterprises and,
most importantly, helps young people, women, disabled and internally displaced persons to start small businesses.

Consider the distribution of loans issued by the Fund by classification of economic entities:

Table 1
Distribution of loans granted by the Entrepreneurship Development Fund
. . Loans issued — 2021
Clas§ 1ﬁcat101} Number of projects Amount
of business entity
Number Special weight (%) Million manat Special weight (%)
Micro 1816 95.5 63.7 48.7.
Small 53 2.8 25.3 19.4
Medium 26 1.4 26 20
Large 7 0.4 15.6 11.9
Total 1902 100 130.6 100

Source: Compiled by the author based on the reports of the Entrepreneurship Development Fund, 2022 [10]

If to take into account the Law of the Republic of Azerbaijan "On State Support of Small Entrepreneurship”,
the following measures are taken to assist small businesses:

— improvement of the regulatory framework for entrepreneurship;

— creation of an infrastructure that stimulates the development of small businesses at the central, regional
and local levels;

— formation of the process of stimulating small businesses and providing them with financial assistance;

—involvement in entrepreneurial activities of the unemployed, pensioners, refugees and internally displaced
persons, families of the victims, women and youth, in other words, socially vulnerable groups of the population;

— providing state support to small businesses focused on the production of goods, products or services;

— conducting research work on the development of small business structures.

A number of legislative acts have been adopted on the establishment, support and development of
entrepreneurial activity. Among them — "On Protection of Foreign Investments", "On Entrepreneurship",
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"On Antimonopoly Activity", "On Unfair Competition", "On Investment Funds", "On State Support of Small
Entrepreneurship" and other similar laws, as well as "On Prevention of Interference in the Development of
Entrepreneurial Activity", "On Streamlining Inspections in the Sphere of Entrepreneurial Activity and Some
Measures to Ensure Consumer Rights", "On Additional Measures on State Protection of Entrepreneurship" to
minimize state interference in the economy, as well as the Presidential Decree "On Transition to the 'Single
Window' System".

The basis of the legal framework for state support of small and medium business in our country is the
Law "On State Support of Small Business of the Republic of Azerbaijan". The main purpose of this law is
the realization of the right of everyone to engage in free entrepreneurial activity and other types of economic
activity not prohibited by law, established by the Constitution of the Republic of Azerbaijan.

The state programs for the socio-economic development of the regions for 2004-2008 and 2009—2013 were
successful. In 2014-2018, the re-adoption of the program gave a great impetus to economic development. As a
result, the total investment in the country's economy in 2013 amounted to $ 20 billion, of which $ 17.5 billion
came from domestic and § 10.5 billion — from foreign investors.

In continuation of the successfully implemented socio-economic policy in our country, the Cabinet of
Ministers of the Republic of Azerbaijan has revised the criteria for defining small and medium enterprises.
Table 2 below shows the criteria for defining small enterprises.

Table 2
Criteria for defining small enterprises
Business sector Maximum average number Maximum fmnual work.ing capital
of employees (persons) (excluding VAT, excise tax)
Industry and construction 50 500 thousand manats
Agriculture 25 250 thousand manats
Wholesale trade 15 1 million manat

Retail trade, services, trade and other
economic activities

Source: Resolution of the Cabinet of Ministers of the Republic of Azerbaijan dated December 18, 2009
on amendments to Resolution No. 57 dated April 20, 2004 [6]

10 250 thousand manats

It is important that both indicators are within the limits set for the selected sector. For entrepreneurs who
start a new business, the number of employees during 1 year determined by these limits, as well as the definition
of individuals engaged in entrepreneurial activity without establishing a legal entity as small businesses, is
based on annual turnover. The methodology for developing the criteria for classifying small businesses is
based on the experience of developed countries and takes into account the recommendations of international
organizations.

To implement this decision, the following new priorities for assistance to small and medium-sized enterprises
were identified [4]:

— simplification of state registration of business entities;

— issuance of soft loans;

— approval of new regulations on inspections by law;

— providing subsidies to entrepreneurs working in the agricultural sector, and increasing its volume;

— provision of seeds, mineral fertilizers, machinery on agricultural leasing terms;

— abolition of other taxes, except for the land tax.

One of the important steps taken in the same year to facilitate the activities of individual entrepreneurs is
the "Simplified Accounting Rules for Small Enterprises" adopted by the Ministry of Finance and the Ministry
of Justice of the Republic of Azerbaijan. These rules are based on general accounting principles. At the same
time, the peculiarities of accounting for small businesses that are and are not taxpayers of the simplified
taxation system were noted. Azerbaijan, pursuing a regulatory policy to form a new economic system based on
market principles, organizes many targeted and systematic measures for the establishment and development of
small business in different regions. However, there are still a number of problems in this area. To overcome the
problems, the strategic policy of the state should be sustainable, the strategy should be properly defined and
applied, market monopolistic tendencies among entrepreneurs should be prevented, and measures to eliminate
unfair competition should be in the foreground.
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It should be noted that in order to minimize the consequences of the coronavirus pandemic (COVID-19),
a wide package of tax benefits has been introduced for the country's business entities since the beginning of
2020. These are a number of tax benefits and tax holidays for the period until January 1, 2021 for taxpayers
in the areas of activity directly affected by the pandemic, full exemption from property tax and land tax, tax
benefits in the amount of 75 percent of the profit received, income, a 50 percent reduction in the tax levied at
the source of payment for the lease of real estate from individuals, a 50 percent discount on the amount of the
simplified tax for business entities operating in the field of catering and domestic passenger transportation. In
addition, micro-entrepreneurs are granted a 50 percent tax discount on the payment of the simplified tax until
January 1, 2021, as well as tax holidays for the calculation and payment of taxes and current tax payments.

Undoubtedly, the victory of Azerbaijan in the Karabakh war has made the approach to entrepreneurship
and small and medium business and its importance even more important. To date, the Small and Medium
Enterprises Development Agency has received 1,152 applications from entrepreneurs to conduct business
activities in the territories liberated from occupation. 747 applications belong to local companies and 405 — to
foreign ones. Undoubtedly, the state provides a wide range of benefits for doing business and entreprencurial
activity in the liberated regions.

In conclusion, I would like to note that due to a certain complexity of these laws and constant changes
in legislation, lack of means of disseminating information about the law, legal knowledge of entrepreneurs
is generally considered weak [5, p. 78]. No organization is formally responsible for the wide and effective
dissemination of information about new laws, decrees and other regulations. Therefore, in order to monitor the
development of legislation, small businesses need to subscribe to official newspapers and publications, as well
as regularly review publications in order not to miss the issue in which the relevant document will be published.
According to the author, in addition to the adopted laws, decrees, state aid programs, any small business owner
must have a certain level of legal and economic literacy to use state aid, participate in economic development
and protect their rights.
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Strengthening the role of small and medium-sized enterprises (SMEs) in the economy of Azerbaijan, increasing its
competitiveness, expanding access to financial resources, improving mechanisms for its support, creating favorable
conditions for the development of entrepreneurship in the regions, attracting local and foreign investment in this
area, diversifying the country's economy and ensuring its sustainability are strategic goals of the state policy. Small
business entities occupy a significant place among market participants. In terms of their organizational structures,
management systems, marketing strategies, and rules of legal organization, small businesses differ sharply from other
participants. This difference is manifested in their market share, action plans, as well as in the fact that they bring
more benefits to society and higher returns for the state and gross domestic product. The article analyzes the ways
and methods of state support of small business enterprises in Azerbaijan. It is noted that the country has established
the Council of Entrepreneurs, which plays the role of an instrument for active participation of the private sector
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in public investment projects related to infrastructure, as well as the introduction of various forms of cooperation
between the state and business. Indeed, in recent years, significant amounts of funds have been allocated from the
state budget for investment projects, while preferential loans are provided to finance various investment projects
through the National Fund for Entrepreneurship Support. It is important to note the growing role of entrepreneurship
in the restoration and economic development of the territories liberated from occupation. Therefore, the participation
of local investors in the development of the region is important. Entrepreneurs and businessmen should create
business here, use the opportunities created for them by the state and contribute to the development of the region.
Entrepreneurs have the opportunity to create and conduct business in the territories liberated from occupation in
the areas of construction, tourism, production, supply of agricultural products and their processing, as well as trade
and various types of services. In addition, there is no competition in these areas yet, so the first investments will
bring more profit. As for the expectation of additional benefits for doing business and entrepreneurial activity in
the liberated regions, according to the decree of December 10, 2021 on accelerating economic development in the
territories freed from occupation, great benefits are provided for entrepreneurs.

Key words: Azerbaijan, small business, regulation, state-business cooperation, businessmen’s education,
competition, benefits for entrepreneurs.
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Konyn AraeBa, kaHIuaar TEXHIYHMX HayK, IOLEHT, A3epOallJUKaHCHKUH YHIBEPCHTET apXiTeKTypu Ta
OyniBHUITBA. OCHOBHI HANIPSIMM /IeP:KABHOI MIATPHMKH Ta PeryJIl0BaHHs MaJIoro 6izHecy B AzepdaiiqkaHi.

[Mocunennss pom wmanoro ta cepeanboro OizHecy (MCII) B exoHomimi AsepOaiipkaHy, MiBUICHHS IX
KOHKypGHTOCHpOMO)KHOCTi PO3LIMPEHHS JIOCTYIY [0 (l)iHaHCOBI/IX pecypciB, BIOCKOHANIECHHS MEXaHI3MiB iX
HlZ[TpI/IMKI/I CTBOPEHHS CHPHATIHBHX YMOB JUIs PO3BUTKY l'IlI[HpI/IeMHI/ILlTBa B per10Hax 3aITyYCHHs MiCIIeBUX Ta
1HO3eMHUX 1HBECTHLIN B L0 cdepy, ;[MBepcncplxaulﬂ eKOHOMIKHM KpaiHH Ta CTaJicTb € CTpaTerquHMn LUSIME
nepkaBHOi mosiTuky. Cy0’€KTH MAJIOTO MiANPUEMHUITBA 3aiiMalOTh 3HAYHE MicCLle cepe]] y4acHHUKIB puHKY. CBOIMHU
OpraHizallilHUIMU CTPYKTYpaMH, CHCTEMaMH YIpPaBIiHHS, MAPKETUHTOBUMH CTPATETisIMU, MPaBHIaMU MPaBOBOI
oprasizanii MaJi miAnprueMCTBA Pi3KO BiIPI3HAIOTHCS Bifl IHIINX yuacHHKIB. LI pi3HULSA NPOSBISETHCS B IXHIN YacTi
PMHKY, [UTaHax Aiif 1 ToMy (aKTi, 1110 BOHK OLIbII KOPHCHI VISl CYCHIIGCTBA Ta BHILI IJIs JEpXKaBH Ta 3arajJbHOTO
BHYTpILIHBOTO MPOAYKTY. Y CTaTTi MpOaHaNi30BaHO LUISIXM Ta METOAW JEpXKaBHOI MIATPUMKH ITiIIPUEMCTB
Majioro 0i3Hecy B AzepOaiikaHi. 3a3Ha4a€eThCs, 10 CTBOPEHO Pamy mignpuemuis, sika Bigirpae poiib iHCTPYMEHTY
aKTHBHOI y4acTi TPHBATHOIO CEKTOPY B IEPIKABHHX IHBECTHLIMHUX MPOEKTAX, OB’ A3aHUX 3 iHPPACTPYKTYPOIO, Ta
3aNpOBa/UKCHHA pi3HEX PopM CHIBHpaLll JiepKaBH Ta oOizHecy. Lllonpasna, 3a ocranHi POKH 3 JIEPAKABHOTO OromKeTy
Ha 1HBECTHULIIHI MPOEKTH BUAUISIOTHCS 3HAYHI KOIITH, BOAHOYAC HAJAIOTHCS MiIBIOBI KPEIUTH [t (inaHCcyBaHHS
PI3HOMAHITHUX 1HBECTULIHHUX MNpOEKTiB uepe3 HamionanbHuid QoHA MiATPUMKHM MHiANPUEMHHULTBA. Baxinso
BiJI3HAYUTH IIBUIICHHS POJi MiANPUEMHHULTBA YISl BiHOBIICHHS Ta EKOHOMIYHOTO PO3BHUTKY 3BUIBHEHHX BiJ
OKyHarii 3eMelb, TOMY BaXJIMBa y4acTh MICLIEBUX 1HBECTOpIB Y pO3BHUTKY periony. Ilianpuemmi ta Gi3HeCMeHH
MOBHHHI CTBOPIOBAaTH Oi3HEC, BUKOPHCTOBYBATH MOKIIMBOCTI, SIKI CTBOPIOE /ISl HUX JAEpP)KaBa, CIIPUITH PO3BUTKY
periony. Ha 3BizbHEeHMX Biji OKymawii TepUTOPIsIX MiANPUEMI MalOTh MOXKIHMBICTh CTBOPIOBATH Ta BECTH Oi3HEC Y
cepax OyaiBHULTBA, TYPU3MY, BAPOOHUIITBA, HOCTAYaHHS CIIbCHKOTOCIOAAPCHKOT MPOAYKII, IEpepoOKH, a TaKoK
TOPTiBNI Ta HaJaHHS pi3HOMaHiTHHX BuUiB nocayr. Kpim toro, B nepepaxoBaHmx cepax noci Hemae KOHKypeHIii,
TOMY TIEpILi IHBECTHLI] TPHHECY Th OinpIue an6yT1<y Ilo crocyetses OYiKYBaHHS JIOJATKOBUX MUIBT JUIS BEICHHS
OizHecy Ta HlL[HpI/IGMHI/IL[BKOI TisSUIBHOCTI Y 3BUIBHEHUX perloHax TO 3rigHO 3 Haka3oM BifJ 10 rpyans 2021 poky mpo
NPHCKOPEHHS! EKOHOMIYHOTO PO3BUTKY Ha 3BUIBHEHUX BiJi OKYMALil TEPUTOPIAX MepeadadueHo BEIUKi MiIbIH JUis
i IIPUEMIIIB.

Kumouosi cioBa: AzepOaiikan, Mauii 0i3Hec, peryinroBaHHs, JepKaBHO-013HeC CIiBIpalst, 0CBiTa Oi3HECMEHIB,
KOHKYPEHLISI, MJIBTH JJIS MiANPHEMIIIB.
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