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Abstract. The article illustrates the role of entrepreneurial and agricultural 

entities in the economy, particularly their contribution on employment and 

diversification of economy in Azerbaijan. In addition, the paper emphasizes 

on the importance of diversification of economy through stimulating non-oil 

sector in particular agricultural sector. Moreover, it contains vast information 

on the share of non-oil sector on the GDP, the current reforms held on in 

order to improve business environment and rating positions of Azerbaijan by 

the international organizations. 
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İQTISADİYYATIN DİVERSİFİKASİYA-

SINDA SAHİBKARLIQ SUBYEKTLƏRİNİN 

ROLU 

 

Cavidan Eldarlı 
Azərbaycan Dövlət Aqrar Universiteti, 
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Xülasə. Məqalədə sahibkarlıq və kənd təsərrüfatı 

subyektlərinin iqtisadiyyatda rolu, xüsusilə də 

onların Azərbaycanda məşğulluğa və iqtisadiyyatın 

şaxələndirilməsinə verdikləri töhfələr təhlil edilir. 

Bundan əlavə, qeyri-neft sektorunun, xüsusilə də 

kənd təsərrüfatının stimullaşdırması vasitəsilə 

şaxələndirilməsinin vacibliyi əsaslandırılır. 

Həmçinin, qeyri-neft sektorunun ÜDM-də payı, 

Azərbaycanın biznes mühitinin və beynəlxalq 

təşkilatlar tərəfindən reytinq mövqelərinin 

yaxşılaşdırılması məqsədi ilə aparılan islahatlar 

barədə geniş məlumatlar verilir. 

Açar sözlər: KOS, aqrar müəssisələr, 

diversifikasiya, qeyri-neft sektoru. 
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Университет, Гянджа, Азербайджан  

 

Резюме. В статье показана роль предпринима-

тельских и сельскохозяйственных предприятий 

в экономике, особенно их вклад в занятость и 

диверсификацию экономики в Азербайджане. 

Кроме того, в статье подчѐркивается важность 

диверсификации экономики путѐм стимули-

рования ненефтяного сектора, в частности, 

сельского хозяйства. Даѐтся обширная инфор-

мация о доле ненефтяного сектора по ВВП, 

проводимые в настоящее время реформы, нап-

равленные на улучшение деловой среды и рей-

тинговых позиций Азербайджана в междуна-

родных организациях. 

Ключевые cлова: МСП, сельскохозяйствен-

ные предприятия, диверсификация, ненефтяной 

сектор. 

 

 

The study level of the article: 

 In Azerbaijan various economic studies exist related to development of 

entrepreneurship and effectiveness of agricultural entities. In particular, there is only few 

studies cover the role of entrepreneurial entities in diversification of economy. In this regard, 

great attention should be paid in terms of scientific and practical importance of issues related 
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to study of the economic system which can give an important contribution on sustainable 

economy, food security and export potential increasing of the country. 

The objects, methods and materials of the study: 

 The object of study is entrepreneurial and agricultural entities of the Republic of 

Azerbaijan and its subjects. The theoretical basis of the study is formed by local and foreign 

scientist-economists’ research papers on the current situation of the role of entrepreneurship 

in diversification of economy and the challenges on the sector. Comparative analysis of the 

economic indicators of production, economic and mathematical calculation, extensive 

analysis of the scientific research and reasoning by using synthesis methods have particular 

importance in the resolution of relevant issues. 

 

1. Introduction  

It is widely held that a diversified economy is less sensitive to the ups and downs 

associated with any particular industry because risk is spread more evenly across a number of 

industries. With diversification, even if some industries are suffering, other stronger industries 

will help the economy maintain healthy growth [9]. 

Diversification plays a key role on sustainable economic growth and therefore the 

economic diversification is the priority in the economic policy of developing and developed 

countries. The magnitude of diversification is mainly quantified based on four methods: 

Herfindal Index, Simpson Index, Ogive Index, and Composite Entropy Index. To analyze 

diversification two indicators of specialization the Herfindahl Hirschman Index (HHI) and the 

Ogive index are respectively used for the diversification of employment and GDP.  The HHI 

generally measures absolute industrial concentration of certain regions and markets and uses, 

for instance, regional employment data, market shares etc. It, therefore, employs the sum of 

squared employment shares of each industry located in a region to measure the degree of 

industrial concentration in the regions [8]. 

  

2. Overview of diversification in the economy of Azerbaijan 

Azerbaijan is currently experiencing a watershed period in its economic reforms. The 

government is adopting important decisions to develop the non-oil sector, taking relevant 

steps to liberalize the economy, improve the business environment and modernize the 

governance system. The effectiveness of reforms and the accomplishment of tangible results 

require economic diversification. In order to analyze the conditions for economic 

diversification and obstacles in the way of it, the country’s development can be conditionally 

divided into two stages. The Azerbaijani economy experience a period of growth in 2004-

2014, while the crisis that began in 2015 is still ongoing and putting the economy to a serious 

test [7]. According to the country's economic and social development concept and forecast 

indicators prepared by the Ministry of Economy of the Republic of Azerbaijan for 2018 and 
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subsequent 3 years, in 2018 the real GDP growth in the country will be 69.4 billion manat, 

which is 1.5%. GDP in the non-oil sector is predicted to increase by 2.9% in real terms to 47.6 

billion manat. The share of private sector in GDP is projected at 83%. 

  
Table 1. GDP production in the section of oil and non-oil of economy 

 (Volume of GDP, at current prices, million manats) 

 

  2009 2010 2011 2012 2013 2014 2015 2016 

GDP  total 
35 601,5 42 465,0 52 082,0 54 743,7 58 182,0 59 014,1 54 380,0 60 393,6 

oil - gas sector 16 065,5 20 409,5 25 829,9 24 487,3 23 778,1 21 405,2 15 382,2 19 648,9 

non - oil sector 16 726,0 19 179,0 23 196,1 26 864,4 30 525,9 33 195,9 34 138,8 36 153,5 

net taxes on product 

and import 2 810,0 2 876,5 3 056,0 3 392,0 3 878,0 4 413,0 4 859,0 4 591,2 

Source: State Statistical Committee of Azerbaijan Republic 

 

Azerbaijan is ranked 75th based on exporter, 82nd on importer and 34th on trade 

balance indicators [12]. In 2016 total exports of Azerbaijan were $9,066,506,235, which 

$7,955,834,837 of them was Oil & Mineral Fuels, in other word it contained 88% of the total 

export.  

 
Table 2. Top 10 export goods of Azerbaijan (2016) 

 

Goods Export USD$ 

Oil & Mineral Fuels $7,955,834,837 

Fruit & Nuts $243,755,338 

Vegetables $129,030,883 

Plastics $98,980,871 

Aluminum $98,056,931 

Sugar & Confectionery $62,275,392 

Iron & Steel Articles $57,086,432 

Ships & Boats $44,049,148 

Organic Chemicals $43,070,156 

Iron & Steel $38,989,966 

Source: https://globaledge.msu.edu/countries/azerbaijan/tradestats: The World Bank 

 

The State budget revenues for 2018 are predicted at 20.127 billion manat, which is 

29% of GDP and 15% more than the 2017 budget. In 2018 the share of oil revenues in the 

state budget revenues is expected 55.1%, which is 39.7% more than the adequate indicator in 

2017. The 66.7% of budget revenues on non-oil sector are provided by tax agencies, 26.9% - 

from the State Customs Committee of the Republic of Azerbaijan and 6.4% of the revenues 

from other sources.  
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Source: The Ministry of Finance of the Republic of Azerbaijan 

 
Figure 1. Oil and non-oil sector share in budget revenues 

 

The President of the Republic of Azerbaijan Ilham Aliyev signed on December 28, 

2017 the Decree approving budget of the State Oil Fund of the Republic of Azerbaijan 

(SOFAZ) for the year 2018 including 11 559 956.2 thousand manats in revenues and 9 730 

221.8 thousand manats in expenditures.  

 

Table 3. SOFAZ’s Budget Figures for 2011-2018 

 
Year Revenue, 

billion manat 

Expenditure, 

billion manat 

Revenue, 

billion USD 

Expenditure, 

billion USD 

Deficit/Surplus, 

billion USD 

2018 11.5 9.7 6.8 5.7 1.1 

2017 8.4 14.5 4.7 8.2 Negative 3.5 

2016 4.6 10.7 2.9 6.7 Negative 3.8 

2015 7.7 9.2 7.3 8.8 Negative 1.1 

2014 12.7 10.2 16.3 13.1 3.2 

2013 13.6 12.3 17.5 15.8 1.7 

2012 13.4 10.6 17.2 13.6 3.6 

2011 15.6 9.6 20.0 12.3 7.8 

Source: State Oil Fund of the Republic of Azerbaijan (SOFAZ) – http://www.oilfund.az  

 

The State Oil Fund of Azerbaijan (SOFAZ) declared that 67.7% of revenues of $115 

billion oil-gas revenues have been spent over the last 15 years till January 1, 2015. As a result 

of re-investing oil revenue to the economy, implementing various projects and reforms in 

order to diversify the economy through developing the non-oil sector, importing equipment 
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and technologies improves the producing capability of non-oil sectors the dynamics of non-oil 

budget has boosted almost three times in the decade. So that, the figure has ascendant from 

3,624 billion AZN to 9 billion AZN. 

 
 

 
 
Source: The Ministry of Finance of the Republic of Azerbaijan 

 
Chart 1. Dynamics of non-oil budget revenues 

 

According to the International Monetary Fund (IMF), if hydrocarbon products account 

for 25% of the GDP, 25% of budget revenues and 50% of exports, such an economy can be 

attributed to resource-rich countries. As a result of the indicators, Azerbaijan is a resource-

dependent country. 

 

3. Agricultural entrepreneurship 

Entrepreneurial entities which established on entrepreneurs’ own resources and efforts 

are the backbone of the economy by contributing to economic growth. “Entrepreneurship is 

the mindset and process to create and develop economic activity by blending risk-taking, 

creativity and/or innovation with sound management, within a new or an existing 

organization” (European Commission). Entrepreneurs are a special group of people, but they 

can manifest anywhere, in rural and urban areas; among farmers and shopkeepers, among the 

barely literate and the highly educated. Entrepreneurs may not have been trained formally, but 

they all have an instinct for innovation and business opportunity – they have a certain 

mindset. Turning entrepreneurial spirit into a business primarily requires access to micro 

finance, the provision of relevant higher education or vocational training together with 

business management training, and better links to markets for individuals and groups. Once 
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these pre-requisites for a well-functioning business environment are sufficiently established, 

government and private funding can be focused on financial market sophistication, 

technology development and usage, education, training and labor market efficiency – the 

essence of harnessing and catalyzing the entrepreneurial spirit [2].  

Agricultural Entrepreneurship can be defined as being primarily related to the 

marketing and production of various agricultural products. Agricultural Entrepreneurship is 

also related to agricultural inputs. Examples of areas where agricultural entrepreneurs 

associate themselves include dairy, forestry, and horticulture, production and marketing of 

agricultural inputs and outputs (Dairy, horticulture, forestry) [13]. 

 

4. Contribution of entrepreneurship in agricultural economy 

In connection of the formation of market economic relations creation and development 

of various property farm forms in agrarian sector has led to changes in different directions on 

production of food and non-food products on the structure of agricultural production. 

Integration into the global economic system and the deepening process of globalization 

highlights development of highly competitive food-producing areas and the need of to provide 

a country's food supply by domestic production in terms of the principles of open market. 

While taking into account of the existence of mutual unity between food supply of a country 

and the direction of production, diversification of agricultural production can be considered 

one of the most important issues in this regard. In recent years, food problem has become 

more characteristics in the context of deepening process of globalization. According to data of 

Food and Agriculture Organization (FAO) the organization founded by UN, the number of 

people suffering from hunger has exceeded 1 billion in the last 40 years. According to UN, 

population on the Earth is estimated to reach billion in 2020 and 9 billion in 2050. At the 

same time in most countries those meeting their food security based on domestic production, 

the level of production per capita who is employed in agricultural sector is sufficient for about 

40-50 people. However, this figure is estimated at 10-12 people in Azerbaijan. Justin terms of 

those notes, the problem of food security is always kept in focus both at international and 

national level. In developing countries, improving quality of employment in agriculture 

improves the job security of people, as well as the production of agrarian products is growing 

due to their activities and entrepreneurship. Therefore, increasing the efficiency of 

employment in agriculture, the issues listed are also resolved. Agricultural enterprises 

engaged in food production are one of key points on the diversification of production. 

Although the share of agricultural sector in GDP is only 5-6%, it provides one of the largest 

parts of employment opportunities by 36, 3%, in another word 1,592,000 in Azerbaijan 

according to recent statistic data. Agriculture plays an exceptional role in addressing socio-

economic and political problems of the country, especially in employment of people in the 

regions. As a result of the negative effects of the processes in the global energy market on the 
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economy of Azerbaijan, some of the people who lost their jobs in other sectors of the 

economy are returning to the agricultural sector again. The reduction in public investment and 

consumption in 2016 reduced household welfare through decreasing employment, especially 

for those employed in the construction sector (World Bank). Due to the creation of alternative 

activities in the near future, the share of agriculture in employment will gradually decline. 

However, for a long time this sector will maintain an important position in the economy. 

Therefore, in the coming years, activities should be deepened to address the differences 

between rural and urban areas through development of agricultural products processing, 

improvement of trade and supply issues, and organization of services to agricultural 

producers, increasing employment of the population and reducing unemployment, social and 

infrastructural areas. In the third quarter of 2014, after sharp decline in oil prices in the global 

markets did result by problems in the economy of Azerbaijan such as budget deficit due to 

decline in oil revenues, massive job cuts and twice shrank GDP. As a result of shortage on the 

state budget and decrease of oil revenue, most companies made either stuff reductions or 

shrank salaries and at the result the amount of cash flow in the economy decreased. Hence, 

the development of the non-oil sector, especially agricultural and entrepreneurial sectors, and 

reducing dependence on hydrocarbon resources has become a priority for the government. 

 

 
 

Source: State Statistical Committee of Azerbaijan Republic  

 

Chart 2. Gross Domestic Product by sectors of economy (%) 

 

The vast majority of the populations engaged in agriculture are individual 

entrepreneurs and households. More than one million people have land share for planting. 
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limited in opportunities to attract extra workers. For this reason, most agricultural workers are 

landowners and their family members working in their farms. 

 

 
 
Source: State Statistical Committee of Azerbaijan Republic  

 

Chart 3. Distribution of employed population on types of economic activity by percentage 

 

SMEs play a key role in transition and developing countries. These firms typically 

account for more than 90% of all firms outside the agricultural sector, constitute a major 

source of employment and generate significant domestic and export earnings. As such, SME 

development emerges as a key instrument in poverty reduction efforts. SMEs, due to their 

size, are particularly constrained by non-competitive real exchange rates, limited access to 

finance, cumbersome bureaucratic procedures in setting up, operating and growing a business, 

poor state of infrastructure and lack of effective institutional structures. The removal of these 

constraints is a daunting task calling for holistic SME support, i.e. an enabling environment 

for SME development consisting of functioning macro, meso and micro level institutions [5]. 

 In the agricultural sector, individual entrepreneurs are entities that create a legal entity, 

and in recent years there is a decline in their number. In 2012, the number of individual 

entrepreneurs with 2451 declined to 1468 in 2016. These changes in the number of individual 

entrepreneurship businesses have been completely influenced by the market mechanism and 

non-competitive farms were forced to abandon the agrarian market or decided to cooperate 

with other farms. Revenues of entrepreneurs operating in the agrarian sector are subject to 

more sharp changes compared to the profits of entrepreneurs operating in other areas, and in 

general, they tend to decline. This situation is almost observed in all countries and it occurs 

due to financial resources scarcity problems for entrepreneurs in the agrarian field. 
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Source: https://www.stat.gov.az/source/agriculture/?lang=en 

  
Chart 4. Average annual number of employees engaged in agriculture, 1000 person by years 

(Azerbaijan) 

 
 
 Source: The State Statistical Committee 

 
Chart 5. Number of private owner farms 

 

 
 Source: State Statistical Committee of Azerbaijan Republic 

 

Chart 6. Number of agricultural enterprises by economic region, units 
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In Azerbaijan Aran economic region dominates on the number of agricultural enterprises with 

more than 600 entities which is followed by Lankaran and Ganja-Gazakh economic regions 

respectively with more than 300 and 210 entities. It illustrates obvious importance of 

agricultural entrepreneurship in regional development and increasing standards of living 

people from the indicators according to recent data of State Statistical Committee of the 

Republic of Azerbaijan. 

 

5. Supporting development of entrepreneurial environment 

As a result of the growth of the world population and the rapid exploitation of natural 

resources, food security becomes one of the global challenges. At present, food safety is 

worrisome for the population, whether it is organic or not. In such a situation, it is more 

urgent to provide a more productive agricultural environment for the intensive development 

of agriculture and export potential. While taking into consideration beside of new 

opportunities for SMEs in developing countries - access to a global pool of new technologies, 

skills, capital, markets and hence faster export growth and profits than ever before as a result 

of globalization and world economic integration, however at the same time it also brings 

multiple challenges such as sudden increase in competition from imports and the entry of new 

foreign investors for SMEs in domestic markets. 

Moreover, an outward oriented, market-friendly trade regime, which emphasizes the 

dismantling of import controls and tariffs (permitting access to inputs at world prices), and 

streamlined bureaucratic procedures, i.e. export and import procedures, modern customs 

administration and efficient value added tax administration will facilitate exports, including 

from SMEs. In developing countries, particularly the less developed ones, technical advisory 

and consultancy services are scarce due to low levels of investment in developing engineering 

skills [5].    

The Azerbaijan Export& Investment Promotion Foundation (AZPROMO) is a state 

entity that established in 2003 by the Ministry of Economy of Azerbaijan in order to support 

the diversification of the country's economy through direct support to the attraction of foreign 

investment, developing export and stimulating non-oil sector. 

According to forecasts of the World Bank, grow in agriculture is expected to 4.2% in 

2016 and 4% annually in 2017 and 2018. The World Bank and other international 

organizations emphasize that increasing the competitiveness of the non-oil sector, particularly 

in agriculture, is crucial for the country's sustainable development. It demonstrates the 

necessity of agricultural production to the production of higher value added products and to 

larger commercialization [14].
 
 

The Decree of the President of the Republic of Azerbaijan dated July 13, 2016 "On 

Additional Measures to Increase the Applicability of Business Environment in the Republic of 

Azerbaijan and Further Improvement of Our Country's Position in International Ratings", as 



J. ELDARLI: THE ROLE OF ENTREPRENEURIAL ENTITIES IN DIVERSIFICATION... 

 

 

 
15 

well as the Decree of the President of the Republic of Azerbaijan dated December 6, “The 

Strategic Road Map for the National Economy Perspectives "is continuing to improve the 

business environment for entrepreneurship development [15].
 

According to “The Global Competitiveness Report 2017-18” of World Economic 

Forum Azerbaijan is on the 35th place and is ranked first among the CIS countries. The 

situation in Azerbaijan has improved in 9 out of 12 indicators in particular, the formation and 

operation of institutions, infrastructure, health and primary education, higher education and 

training, commodity and labor market efficiency, financial market development, business 

incapability and innovation that were evaluated in the 2017-2018 Global Competitiveness 

Report. In order to support the development of free entrepreneurship in the country, the 

activities of existing institutions have been strengthened, as well as a new Economic Reform 

Analysis and Communication Center has been founded. As a result of the reforms 

implemented in recent years in Azerbaijan to improve the business environment, the biggest 

advancement in rating has been achieved in the category of complexity of business – ranked 

40
th

 by progressing 20 levels.  

In the Doing Business - 2017 report, published by the World Bank and the 

International Finance Corporation, Azerbaijan ranked 65th out of 190 in terms of business 

environment. Azerbaijan ranks fifth in the world according to the "start up business", 22nd in 

"property registration" indicator, 32th on "investor protection" and 40th on "tax payments" 

indicator.  

 

Source: Doing Business Report 2018 
 

Figure 2. Rankings on Doing Business topics - Azerbaijan 

 

Business reforms in Azerbaijan: 

 Getting Credit: Azerbaijan improved access to credit information by adopting a law 

allowing the establishment of credit bureaus. 

 Protecting Minority Investors: Azerbaijan strengthened minority investor protections 

by increasing shareholder rights and role in major corporate decisions, clarifying 

ownership and control structures and requiring greater corporate transparency. 



İPƏK YOLU, No.3, 2018 

Azərbaycan Universiteti 

 

 
16 

 Enforcing Contracts: Azerbaijan made enforcing contracts easier by introducing a 

system that allows users to pay court fees electronically. 

 Resolving Insolvency: Azerbaijan made resolving insolvency easier by making 

insolvency proceedings more accessible for creditors and granting them greater 

participation in the proceedings, improving provisions on the treatment of contracts 

during insolvency and introducing the possibility to obtain post-commencement 

financing [16].  

The President of the Republic of Azerbaijan Ilham Aliyev underlined on his speech on 

October 9, 2017 “The development of the non-oil sector is our top priority, and our growing 

non-oil economy is a sign of our successful reforms”. The reforms based on the Strategic 

Road Map 2025 in the field of agriculture and entrepreneurship in order to diversify the 

economy and reduce the dependence on the oil factor in Azerbaijan are going to establish a 

competitive environment that will provide access to markets and financial resources, and 

create a basis for the further improvement of rating positions of Azerbaijan by the mentioned 

organizations. 

 

6. Conclusion 

In conclusion, the aim of this paper is illustrating the current state of diversification of 

economy in Azerbaijan and emphasizing the role of agriculture and entrepreneurship on 

stimulating non-oil sector through charts and tables those portray recent indicators. In order to 

achieve a successful economic diversification Azerbaijan should appreciate its strengths such 

as economic and political stability, tight trade relations with economic powers (EU & Turkey) 

due to its energy resources, favorable legal base for business environment, imposing “open 

door policy” for foreign investment since 1994 and strategic location (on the cross road of 

trade road from Europe to China). In a word, the state should focus on diversification of GDP 

by enhancing agriculture and SMEs, simultaneously increasing share of these two sectors on 

export and as a result, the policy will lead to development of regions and ascending the 

standards of living. Hence, as illustrated on Chart 6, in Azerbaijan regions are dominating on 

the number of agricultural entities. The development of non-oil sector is the key point on 

decreasing economy from the negative effects of volatility of oil prices. 

Recommendations 

 In order to ensure food security in the republic to promote competitive domestic 

production and increase the role of local production in the agrarian sector by 

implementation of international ISO certificates to increase production through the use 

of the latest technology and to eliminate barriers to access to markets 

 Implementation of complex measures in the field of elimination of illegal interventions 

and artificial barriers to entrepreneurial activity, expansion of competitiveness and 

export capacities, formation of state support and encouragement mechanisms for 
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entrepreneurs, provision of electronic state services in accordance with international 

standards in order to decrease dependence on export revenue from oil and gas. 

 While taking into consideration contribution of SMEs and agricultural entities on 

generating job places sustainable economic growth the government should provide the 

entities with preferential loans and tax incentives in order achieving economic growth 

and reduce dependence on oil and gas revenues. 

 The government should found a business facilitation agency as AZPROMO to assist 

SMEs and agricultural farms in business operating issues. 
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