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GENERAL DESCRIPTION OF THE DISSERTATION 

Actuality and development of the topic: Innovation is the 

creation of a completely new, improved product, service, 

organizational and management that is beneficial to the state, society 

and the market by creating added value as an economic category. It is 

directly related to economic growth and material well-being. In 

modern times, countries around the world are pushing for innovation 

to maintain their competitiveness. They pay special attention to 

increasing the share of research and development (R&D) and 

innovation in GDP. In the new economic paradigm, scientific and 

technological progress and knowledge are the main factors in the 

development of an innovation-oriented economy.  

The modern market model of the Azerbaijani economy is based 

on the active involvement of innovations in various areas of economic 

activity. From this point of view, it is important to increase the 

country's competitiveness in domestic and foreign markets, the 

country's share in the markets of high-tech products to ensure 

sustainable economic development and value added. The main role in 

solving this problem is played by the formation of a national 

innovation system, the reconstruction and development of national 

industry. All this makes it necessary to adopt a strategy for the 

development of innovation in the country. 

It is known that in a number of strategic documents of the country, 

in the speeches of the President, the development of innovation-

oriented economy in Azerbaijan is set as a priority. It should be noted 

that the Commission on Business Environment and International 

Ratings was established by the Order of the President of the Republic 

of Azerbaijan No. 2199 dated July 13, 2016. One of the working 

groups of the commission was established on technology and 

innovations. The action plan of this working group aims to improve 

the country's position in the international rankings of the Global 

Competitiveness Index and the Global Innovation Index.  

By the Order of the President of the Republic of Azerbaijan dated 

February 2, 2021, “Azerbaijan 2030: National Priorities for Socio-

Economic Development” was adopted. The strategic document sets the 

country the implementation of five National Priorities for the next 
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decade, one of which is "Competitive human capital and the space of 

modern innovations." In this priority, issues such as modern and strong 

education, modernization of higher education institutions at the 

international level, "lifelong learning" are brought to the fore for the 

competitive and long-term development of the economy. In addition, 

the main tasks are to ensure the technological capacity of the economy, 

the development of science-intensive, medium and high-tech sectors 

that create added value in industry.  

One of the important steps to achieve these priority goals is to 

form a National Innovation System in the country. The ever-changing 

demands of a market economy make it necessary to produce high-tech 

products and export innovative products and services. During the 

Soviet era, Azerbaijan was a country that produced 70% of the 

equipment of the oil and gas industry. However, the modern world 

requires the construction of an economy based on the power of 

knowledge and technological solutions. It makes it necessary to use 

the results of the innovation process in order to increase efficiency in 

both the public and private sectors. 

The formation of an innovation-oriented economy is an extremely 

important task for Azerbaijan. To produce added value, it is important 

for a country to define its own long-term innovation strategy. The 

development of innovation is possible not in the form of individual 

abilities, initiatives, as well as state support, but by creating a whole 

innovation ecosystem. 

These reasons underscore the relevance of the topic by assessing 

the innovation activity of countries and regions, identifying existing 

innovation potential and the reasons that hinder the development of the 

industry, and the importance of defining a strategic approach to 

innovation development. 

Goals and tasks of the research: Analysis of innovation activity 

of the Republic of Azerbaijan and development of strategic approaches 

to innovation development by assessing the level of innovation 

development of the regions of the Republic of Azerbaijan.  

In order to achieve this goal, the dissertation has the following 

tasks: 
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 Systematic analysis and comparison of the concept of 
“innovation activity”, existing methodologies in the field 

of innovation activity assessment; 

 Comparative analysis of countries on innovation strategies 
and the system of indicators used here; 

 Carrying out a comparative analysis of the level of 

innovation development of the countries of the South 

Caucasus region based on the international rating "Global 

Innovation Index"; 

 Formation of a new methodological approach and system 
of indicators for the assessment of regional innovation 

activity on the basis of the considered methodologies; 

 Grouping regions by regional innovation activity index; 

 Econometric assessment of the impact of indicators 

characterizing the development of innovation on economic 

growth; 
The object of the research is innovation activity of the Republic 

of Azerbaijan and the regions of Azerbaijan. 

The subject of research is analysis of innovation activity of the 

Republic of Azerbaijan and issues of assessment of innovation activity 

trends of the regions of the Republic of Azerbaijan and application to 

strategic approaches. 

Methods of the research: The methodological basis of the 

dissertation is modern research methods and forms of economic 

science developed using the statistical data of the State Statistics 

Committee of the Republic of Azerbaijan (SSCRA), the World Bank 

(WB), as well as reports published by international organizations in 

this field. Systematic and comparative analysis, graphical analysis, 

prognostic research, econometric assessment methods, as well as 

complex economic analysis method were used in the implementation 

of the work. 

The main provisions of the defense. The main provisions of the 

dissertation submitted for defense are as follows: 

  The lack of a unified methodological approach and a 

system of indicators for assessing regional innovation 



6 

activity poses serious obstacles to the definition of 

priorities in this area; 

  It is important to define a strategic approach to innovation 
development to increase regional economic activity; 

•   For Azerbaijan, the technology-oriented strategy of 

innovation can yield more significant results. 

Scientific innovations of the research: A new methodological 

approach was applied to assess the tendency of regional innovation 

activity; Tendency of innovation activity in the regions of Azerbaijan 

was revealed; Directions were given to increase innovation activity in 
the regions; The impact of innovation development indicators on 

economic growth has been econometrically assessed; 

Differential strategic approaches have been identified for the 

innovative development of Azerbaijan and its regions. 

Theoretical and practical significance of the research: The 

theoretical significance of the research is to identify a new 

methodological approach to the assessment of regional innovation 

activity and the formation of a system of indicators. The main practical 

significance of the research is that it can be used to identify priority 

goals in the development of innovation development strategies. Also, 

the results obtained during the development of dissertation sections to 

improve the results of the indicators reflecting the country's position in 

international rankings were submitted to the Cabinet of Ministers of 

the Republic of Azerbaijan on behalf of the Ministry of Economy 

within the Action Plan of the Working Group on Technology and 

Innovation was presented. 

In addition, the theoretical and practical issues developed in the 

framework of the research, as well as the results obtained can be used 

by university students, specialists, government officials and 

stakeholders conducting research in this area. 

Approbation and application: The main provisions of the 

dissertation and proposals arising from the research were discussed 

and approved at national, regional and international scientific 

conferences and seminars. 

Recommendations reflecting the main essence of the dissertation 

and scientifically substantiated were published in 8 articles, including 
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3 articles abroad and 5 conference materials and theses, including 2 

conference materials and theses abroad. 

The structure of the thesis: The thesis consists of an 

introduction, three chapters, conclusion, list of references, appendices 

and abbreviations and a list of symbols. The total volume of the 

dissertation consists of 117 pages, 205,000 characters and 35 graphs 

and figures, 17 tables, as well as a list of references, 5 appendices and 

included a list of abbreviations and symbols, and a total volume of 143 

pages. 

 

THE CONTENT OF THE DISSERTATION  

Introductıon 

Chapter I. Methodological basis of formation of innovation 

activity of the region 

1.1. Theoretical bases of regional innovation activity 

1.2. Methodological aspects of the assessment of regional innovation 

activity 

1.3. Methods of assessing regional innovation activity 

Chapter II. Comprehensive analysis of regional innovation 

development of Azerbaijan 

2.1. The current state of the innovation ecosystem in Azerbaijan 

2.2. Analysis of the legislative framework in the field of innovation in 

Azerbaijan 

2.3. Analysis of innovation activity of the South Caucasus countries 

according to the Global Innovation Index rating 

Chapter III. Evaluation of innovation development of regions of 

Azerbaijan 

3.1. Assessment of innovation activity of regions in the Republic of 

Azerbaijan 

3.2. Assessing the economic impact of innovation activity 

3.3. Principles of formation of regional innovation development 

strategy 

Result 

List of used literature 

Appendixes 

List of abbreviations and symbols 
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MAIN CONTENT OF THE RESEARCH 

The introduction substantiates the relevance of the 

dissertation topic, notes the goals and objectives of the research, 

indicates scientific innovations, the theoretical and practical 

significance of the work and approbation. 

The first chapter of the work was devoted to “Methodological 

bases of formation of regional innovation activity”. The chapter 

describes the essence of the categories related to "Innovation". This 

section discusses various author's approaches to the category of 

innovation. Some of them define innovative activity as a complex 

indicator characterizing the innovative activity of an object (enterprise, 

industry, region). Secondly, some researchers consider innovation 

activity as an opportunity to develop methods for assessing the level 

of quality and quantity of innovation activity. Third, in a number of 

studies, the concept of innovative activity is explained by such general 

characteristics as the activity of parameters, sensitivity, intensity, 

timeliness and mobilization. Noted that innovation activity is the initial 

stage of the process of implementing innovation activities using 

innovation potential. Innovation potential itself is an element of 

economic potential, including as part of innovation activity, and 

contributes to increasing the level of innovation activity. İnnovation 

activity is a characteristic of the efficient use of available resources. 

The interrelationship of innovation activity with innovation potential 

and innovation activity is reflected (Figure 1).  

 
Figure 1. Interaction of innovation activity with innovation potential 

and innovation activity 

The methods of assessing regional innovation activity and the system 

of indicators used in the assessment are based on international experience, 

most of the methodologies used to assess the innovation development 

İnnovation activity

İnnovation 
activity

İnnovation 
potensial
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rankings of the world - Global Innovation Index, Innovation Cities Index, 

Innobarometer, Portfolio innovation index, Global Innovation Barometer, 

European Innovation Report, etc. reviewed. At the same time, the 

methodologies of many organizations and research institutes conducting 

research on innovation activities at the macro level were considered. 

Among them, the OECD examines the results of innovation activities in 

the reports of the Organization for Economic Cooperation and 

Development and the conditions for the development of innovation in 27 

OECD countries using various quantitative and qualitative indicators. The 

Information Technology and Innovation Fund (ITIF) ranks innovative 

economies and assesses the innovative activity of countries based on 16 

indicators. Bloomberg ranks the most innovative economies based on the 

Bloomberg Innovation Index. Based on the methodologies we have 

considered, we can say that, in general, the indicators used in the rating 

assessment of innovative development can be divided into two groups: i) 

indicators characterizing the development of innovations and ii) 

indicators that ensure the development of innovations. 

This chapter also analyzes the innovative development strategies of 

individual countries and the system of indicators used in them. Finally, 

the author proposed a new methodological approach to the assessment of 

innovation activity in the regions of Azerbaijan. 

The study examines the concept of a region at the micro and macro 

levels within the framework of the analysis of regional innovation activity.  

At the macro level, Azerbaijan was analyzed as a country located in the 

South Caucasus region, and at the micro level, the innovative activity of 

the economic regions of the Republic of Azerbaijan was assessed. 

The second chapter, entitled “Comprehensive Analysis of Regional 

Innovative Development of Azerbaijan”, explains the concept of 

“innovation system”. The current state of the innovation ecosystem in 

Azerbaijan is analyzed in two aspects - the components of the "innovation 

system" and the "innovation support system". The innovation system is 

analyzed in four components - ETTKİ development, start-up 

development, support for localization and local entrepreneurship, 

application of innovations, "innovation support system" - by analyzing 

the components of institutions, infrastructure, working environment, 

labor market, identifying potential opportunities and barriers to 
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innovation ecosystem. This chapter also examines the current state of 

development of the technological sector of industry. The analysis was 

carried out by the State Statistics Committee of the Republic of 

Azerbaijan on the basis of a survey conducted to assess the innovative 

activity of industrial enterprises. It was concluded that the production of 

high-tech products at industrial enterprises is at a low level, the main costs 

of technological innovation are the introduction and development of new 

products, services, new processes and the purchase of machinery and 

equipment related to technological innovation, and there are also 

restrictions on financing innovation in industrial plants. This section 

presents ideas for a step-by-step approach to applying innovation in 

Azerbaijan. 

As a result of the analysis of the existing innovation ecosystem of the 

country, the potential opportunities for innovation development and the 

reasons hindering development are summarized in the Table 1. Also, 

summarizing the results of the analysis conducted in this chapter, it was 

proposed to establish a program of innovation in our country in the areas 

of 1) import substitution and localization, 2) stimulation of innovation in 

business, 3) application of innovations by the public sector. 

Table 1. Potential opportunities and obstacles of Azerbaijan's  

innovation ecosystem 

Potential opportunities Obstacles 

 Competitive labor resources 

 Developed labor market; 

 Existing support mechanisms for 

entrepreneurs in the regions; 

 Innovation infrastructure - 

technoparks, agro-parks, industrial 

parks, industrial districts, etc .; 

 Favorable environment for starting 

a business; 

 Development of potential oil and 

gas industry to increase the share of 

the technology sector in exports; 

 High level of total capital 

investment.; 

 Low cost of R&D; 

 The main part of the expenditures on 

R&D is covered by the state; 

 Whether the results of R&D are patented; 

 Low number of articles and references on 

scientific and technical topics; 

 “Doubtful” attitude to innovations; 

 Lack of funding for incubators; 

 Non-localization of innovations; 

 Mainly import of technological and 

scientific services; 

 Lack of venture financing; 

 Lack of legal framework in the field of 

innovation; 

 Lack of coordination between 

participants in innovation processes. 
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This chapter also provides a comparative analysis of the level 

of innovation development in the South Caucasus region according to 

the Global Innovation Index rating and the World Bank's indicators in 

the field of science and technology, and identifies the strengths and 

weaknesses of individual countries (Table 2). According to CPI-2020, 

the main indicators characterizing the competitive advantages of 

Azerbaijan in the field of innovation also reflect the strengths of the 

country's innovation system. These include the ease of starting a 

business, easy access to credit, the development of the domestic 

market, and the creation of ICT and organizational models. At the 

same time, we observe that the main problem is indicators of 

innovative potential, such as human capital and costs of research, 

development and development, and especially in terms of indicators of 

an innovative product-result - knowledge and technological results, a 

creative product. Here, the author considers their calculation 

methodologies for each indicator, which is considered a weakness of 

Azerbaijan in the Global Innovation Index. 

 

Table 2. Results of SK countries on QII-2020 

rating and its blocks 

Countries 
Qİİ 

rank 

Instit

utions 

Human 

capital 

and 

research 

İnfrastr

ucture 

Market 

sophıstı

catıon 

Business 

sophıstıc

atıon 

Knowledge 

and 

technology 

outputs 

Creative 

outputs 

Azerbaijan 82 59 89 85 36 96 118 65 

Georgian 63 36 61 81 39 79 67 68 

Armenia 61 64 94 90 68 69 45 56 

Source: Compiled by the author based on the data of the QII 2020 rating report. 
 

The third chapter is devoted to the assessment of innovation 

development in the regions of Azerbaijan. In this section, the regions 

are assessed for their scientific and educational potential on the basis 

of indicators provided by the State Statistics Committee of the 

Republic of Azerbaijan at the regional level. Made a comparative 

analysis of Baku and the regions. Statistical analysis shows that the 

main potential is concentrated in Baku, and between the regions in the 

Absheron and Ganja-Gazakh economic regions.The formation of a 

system of indicators used in the assessment of innovation activity in 
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the regions is the methodological basis of the issue. The system of 

indicators is based on international methodologies and taking into 

account the national characteristics of the country. The surveys were 

conducted on the online platform, in general, among the heads of 

enterprises operating in different sectors of the economy from each 

region. The survey used the following indicators from the following 5 

main blocks to measure the innovation activity of the region (Table 3).  

Table 3. Indicators on query blocks 

Blocks Indicators 

- “Innovation in 

products and services” 

(2) 

 Access of goods and services of the enterprise to domestic 

markets for the last 3 years; 

 Access of the enterprise's goods and services to foreign 

markets during the last 3 years. 

- “İnnovation in the 

process”(3) 

 Application of innovations in production in the last 3 years; 

 Launch of an innovative product or service in the last 3 years 

 The impact of the production of an innovative product or 

service on the income of the enterprise. 

- “Sustainable 

innovation activity”(1) 

 Use of innovative methods in the production process of a 

product or service 

- “Indicators on the 

block of innovation 

activity and innovation 

costs”(3) 

 Existence of enterprise innovation strategy; 

 At present, the innovative activity in the direction of 

application of innovations in the production of products and 

services in the enterprise; 

 Currently conducting research and development / research 

in the enterprise. 

- “Indicators on the 

block of cooperation in 

the field of innovation” 

(8) 

 Carrying out work to increase the knowledge and 

experience of the staff; 

 Conducting trainings to develop the work process within the 

enterprise; 

 Purchase of new technological equipment in the production 

of products or services in the last 3 years; 

 Purchase of new technological equipment in the production 

of products or services in the last 3 years; 

 During the last 3 years, the enterprise has received state 

support for innovation activities; 

 İnterest of the enterprise in innovation projects;; 

 Cooperation with other enterprises and organizations related 

to innovation activities during the last 3 years; 

 Application of innovations in the marketing activities 

of the enterprise for the last 3 years. 



13 

 

Surveys were conducted among medium and large enterprises 

selected on the basis of sample observation among the heads of 

enterprises. 

The majority of enterprises surveyed were 36% from Baku. By 

regions, Absheron economic region 13%, Sheki-Zagatala economic 

region 12%, Ganja-Gazakh economic region 13%, Aran economic 

region 4%, Upper Karabakh 1%, Lankaran 7%, Guba-Khachmaz 6%, 

Daglig Shirvan 7 % participated in the survey. 

 

 
 

Figure 2. Distribution of enterprises participating in the 

survey by regions, in % 
 

The vast majority of enterprises surveyed in each region were 

manufacturing. 

At the initial stage, the innovation activity indices were 

calculated for each block of the regional questionnaire, and then the 

index of propensity to innovation activity of the regions was calculated 

on the basis of the indices of the blocks. 

 Thus, as the number of enterprises is not proportional to each 

region, we have not been able to conduct a quantitative assessment. 

Trends in innovation activity in each region were assessed. During the 

assessment, the propensity for innovation activity in the region was 

identified for each block. The questions were evaluated on the basis of 

"yes" and "no" answers. The assessment was conducted in two stages: 

Bakı ş.; 36%

Abşeron; 13%

Quba-Xaçmaz; 6%

Dağlıq Şirvan; 7%

Şəki-Zaqatala; 12%

Aran; 4%

Gəncə-Qazax; 13%

Yuxarı Qarabağ; 1%

Lənkəran; 7%
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 - In the first stage - the innovation activity index was 

calculated for each block; 

- In the second stage - the index of propensity to the final 

innovation activity of the region was calculated on the basis of block 

indices. 

In the first stage of the assessment, the indices for the blocks 

were calculated based on the answers to each question. The number of 

“no” questions was subtracted from the number of “yes” answers and 

the block's innovation activity index was found. 

İb1..b5= S+ - S- 

Here: 

- İb- block innovation activity index; 

- b1.....b5 -number of blocks; 

- S+  “yes” number of questions; 

- S-  “no” number of questions. 

At the next stage, the innovation activity indices obtained for 

each block were collected and the region's innovation activity 

propensity index was found. The formula for calculating the propensity 

index for innovation activity is as follows: 

İAm=İb1+İb2+İb3+İb4+İb5 

Here: 

- İAm – index of propensity to innovation activity; 

- İb1.... İb5 – Innovation activity indices by blocks 

characterizing the innovative development of the region. 

 The surveys results based on the survey results are presented in 

Table 4. 
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The propensity index for innovation activity in Ganja-Gazakh and 

Lankaran regions is 5 and 7, respectively. Among the regions, the 

lowest results were obtained in Guba-Khachmaz and Aran regions -5 

and -1, respectively. The propensity index for innovation activity in 

the Daglig Shirvan region is 1. 

Based on the index of propensity to innovation activity obtained as 

a result of the assessment, the regions are divided into 3 groups 

according to the level of innovation development: high, medium and 

low. The following norm was adopted on the index of innovation 

activity during grouping. 

 11<İAİ<17 – upper level; 

 10<İAİ<1 – average level; 

 1<İAİ – lower level. 

The norm applied when grouping regions was determined on the 

basis of the ratios of responses to the indicators of each block by 

regions. As noted, 17 indicators for 5 blocks were used in the 

assessment. The regions that answered “yes” to more than 10 out of 17 

indicators were included in the group of regions with the highest level 

of innovation development. 

Thus, in accordance with the adopted norm, the high level of 

development of propensity for innovation activity for Baku, Absheron 

and Sheki-Zagatala regions, the average level of development of 

propensity for innovation activity for Lankaran, Ganja-Gazakh, Daglig 

Shirvan regions, innovation activity for Aran and Guba Khachmaz 

regions the low level of development of the propensity was considered 

characteristic. 

 

Table 5. Norms and distribution of regions according to the 

index of propensity to innovation activity 

Lower level 

1<İAİ 

Middle level 

10<İAİ<1 

Upper level 

11<İAİ<17 

Aran region 

 Kuba Khachmaz 

Lankaran 

Ganja-Kazakh 

 Daglig Shirvan 

Baku city 

Absheron  

Sheki-Zagatala 
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Based on the results of the survey, it was concluded that the 

high tendency for innovation activity in Absheron and Sheki-Zagatala 

is due to the high price index for the 5th block "Cooperation in the field 

of innovation". The high tendency for innovation activity in these 

regions is due to the construction and commissioning of production 

facilities equipped with modern technologies in recent years, the 

introduction of new technologies in these enterprises, the application 

of innovative methods in marketing activities and continuous 

professional development. Highly qualified personnel are also 

interested in new scientific results.  

Reasons for the development of innovation in the Aran and 

Guba-Khachmaz regions, which correspond to the low level, are the 

results obtained in the blocks "Sustainable innovative activity", 

"Innovation activity and innovation costs", "Cooperation in the field 

of innovation activity": 

 The company does not have an innovation strategy; 

 Necessary work is not done to increase the knowledge and 

experience of staff; 

 The process of replacing technology with new ones is weak; 

 There is no state support for innovation activities;  

 Innovations are not applied in marketing activities. 

From the analysis conducted in this section, we conclude that the 

level of innovation development in the regions of Azerbaijan is not 

very encouraging. Although there are relatively high results for the 

blocks that characterize the innovation potential in the regions, the 

results for the blocks that reflect the innovation result are very low. In 

some regions, it is almost non-existent. This is primarily due to the low 

level of application of new technologies in enterprises operating in 

these regions. Because the application of new technologies allows to 

increase the efficiency and competitiveness of business operations of 

the enterprise, to make technological changes. In general, the analysis 

showed that the implementation of innovative activities of enterprises 

depends on a number of internal and external factors. Internal factors 

include the involvement of the enterprise in training, financial support 

for innovation-oriented activities, scientific and production mobility. 
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External factors include state support for innovation, cooperation in 

innovation, participation in innovation projects. 

The third chapter also provides an econometric assessment of the 

economic impact of innovation activity. Thus, innovation itself is 

one of the factors of GDP growth. Several factors influence the 

formation of innovations. The dissertation analyzes the level of 

innovation development in Azerbaijan on the basis of World Bank 

data. This section provides an econometric assessment of the impact 

of indicators characterizing the country's innovation activity on 

economic growth. The assessment was performed by linear regression 

analysis using the E-views software package. Here, the indicators 

characterizing the country's innovation activity are taken as y-

dependent variable Gross Domestic Product, x1, x2, x3, .... xn as 

independent variables. 

The system of indicators used in the model, which characterizes 

the innovative development of the country, is shown below: 

 GDP – nominal prices; 

 X1 - trademarks, directly for non-residents; 

 X2 - trademark applications, for residents; 

 X3 - export of high technologies in the country (in US 

dollars); 

 X4 - exports of high technologies (share in exports of 

industrial products, in %); 

 X5 - patents, for non-residents; 

 X6 - patent applications, for residents; 

 X7- Expenditures on research and development from the 

state budget (in % of GDP);  

 X8 - scientific and technical journal articles; 

 X9 - Expenditures on education from the state budget (in 

% of GDP). 

As noted, this section examines the relationship between 

economic growth and the indicators that characterize the country's 

innovative development, as well as the correlation between the 

indicators that characterize innovation activity by building multi-factor 

and single-factor linear regression models. 
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Figure 3. Results of a multifactor regression model 

 

The established regression models were not adequately obtained. 

Thus, correlation coefficients and F-statistics are not statistically 

significant. This is explained by the fact that there is no correlation 

between the indicators that characterize innovation activity and GDP, 

which is taken as a dependent indicator. This is explained by the fact 

that the country's economic growth does not depend on technological 

development. This is reflected in the results of the analysis conducted 

in the second chapter of the work. The country's demand for high 

technology is met through imports. The application of local 

technologies is low, which is due to the low cost of science, research 

and development. 

The results of the established model prove once again that the level 

of innovative development of our country is very low. We have seen 

this in the comparative analysis we conducted in the previous 

paragraphs. For example, according to the Global Innovation Index, 

Azerbaijan ranks 14th among the economies of 19 countries in the 

group of countries in North Africa and West Asia. Azerbaijan is 

included in the group of upper-middle income countries for innovation 
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performance. Given that expenditures on research, development and 

education from the state budget are stable at 0.2% of GDP, it is not 

expected that there will be a correlation between it and economic 

growth. 

The third chapter of the dissertation also explores the principles 

of forming a regional innovation development strategy. One of the 

tasks set to achieve the goal of the dissertation is to determine the 

approach to innovation development strategy at the national and 

regional levels. The strategy is an action plan that assesses the current 

situation, a sequence of steps to be taken to achieve the strategic goals 

through the efficient use of available resources, and its main task is to 

focus on future development. This section analyzes the technological 

development strategies and approaches of some countries in the field 

of innovation. 

The countries selected for the analysis are those that have 

recognized that development in the field of innovation depends 

directly on technological development and digitalization. Among 

them, countries such as China, Singapore and South Korea are 

characterized by the active participation of the state at all stages of 

innovation development. In developed countries such as Japan, the 

United States, Germany, and the Netherlands, special attention is paid 

to research and development of startups in the first two stages of the 

innovation development period. Countries such as the United 

Kingdom, Ireland and Australia prefer specific restrictive measures to 

promote private capital. If the main priority is to pursue an innovation 

strategy through the technology sector, then the state must actively 

participate in the stages of development of innovation. Countries such 

as China, Singapore and South Korea are examples. This approach 

takes into account the centralized nature of the economy, provides 

higher management and control, and allows for greater success. This 

section also discusses the goals set for the development of innovations 

in the country. 

One of the first steps in developing an innovation development 

strategy at the regional or national level is to assess innovation activity. 

Based on this, the work assesses the level of innovation development 

in Azerbaijan and the innovation activity of the regions, the results of 
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the analysis and the strategic approaches of international countries in 

the field of innovation, and concludes that the main task of innovation 

strategy in Azerbaijan Because one of the main criteria for assessing 

the effectiveness of the development of innovations is the growth rate 

of the share of the technology sector in the economy. 

Therefore, a separate strategic document must be adopted at the 

national and regional levels for the development of innovation. The 

work proposes 6 levels of development directions for the 

implementation of the strategic approach at the national level, mainly 

through the development of the technology sector and the 

implementation of innovation strategies for the development of the 

technology sector. The scheme of the state policy to support the 

development of innovations is given figure 4. 

 

 
 

Figure 4. State policy support measures for innovation 

 

In this work, the tendency of regional innovation activity was 

assessed in two ways: by indicators of development of science and 

education; based on the innovative activities of enterprises. Depending 

State policy to 

support 

innovations 

Direct 

measures 

Indirect 

measures 

State funding of 

innovation 

projects 

Attracting private 

investment in 

research and 

development 

(especially in the 

form of venture 

capital) 

Improving the 

quality of 

education, 

development of a 

favorable business 

environment 
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on the results of the assessment, two approaches have been proposed 

to the regional innovation development strategy: 

1. To create conditions for the development of human capital-

oriented innovations in highly developed regions in terms of science 

and education. Thus, compared to other components of innovation 

potential, the quality of education in these regions is higher, and 

research and development skills are developed (Table 6). 

Table 6. İnnovation strategy oriented human capital 

Innovation 

strategy 

Innovation strategy oriented human capital. Measures should 

be taken to develop human capital, create an innovative 

environment, promote innovative entrepreneurship and 

scientific activity, and encourage the population to purchase 

innovative products. Creating a scientific and innovative 

society. At the same time, the implementation of measures to 

promote high-cost innovative activities in the region. 

Strategic goals 1. Increasing the share of scientific staff. 

2. Growth the share of the population employed higher 

education. 

3. Digital skills: increasing the level of digital skills among the 

population. 

4. Implementation of the program to improve the quality of 

education. 

5. Increasing the share of innovative products in the total 

output. 

6. Increasing the share of researchers in the number of 

publications in scientific journals. 

Upcoming 

tasks 

1. Improving the quality of education at all levels. 

2. Providing a high level of education in engineering 

specialties. 

3. Determining the development priorities of science: analysis 

of trends, identification of priority areas and assessment of the 

impact on the economy. 

4. Development of a general development plan for R&D with 

the participation of all stakeholders (government, business, 

research institutes) and approved by the government. 

5. Research infrastructure development: investments in 

infrastructure development for applied research. 

6. Formation of demand for innovations in the region. 

2. We offer a strategy for enterprises to become "innovation 

leaders" in regions with high results in terms of innovation activity. It 

is necessary to make effective use of the existing innovation 
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infrastructure in such regions, increase state legal and financial support 

for the development of innovative activities of enterprises, and attract 

both private and public investment in the region (Table 7). 

Table 7. Innovation strategy for regions with high 

innovation activity 

Innovation 

strategy 

Strategy for achieving innovation leadership. It is necessary 

to develop human capital, increase infrastructure and increase 

efficiency, increase legal and financial support from the state 

for innovation activities, and attract both private and public 

investment in the region. 

Strategic goals 

1. Development of innovative entrepreneurship. 

2. Increase in internal expenditures of enterprises for research 

and development. 

3. Expanding the production of innovative products. 

4. Expansion of innovation infrastructure. 

5. Creation of new technological jobs. 

6. Import substitution. 

Upcoming 

tasks 

1. Increasing public-private partnership. 

2. Development of state management mechanisms of 

innovation activity. 

3. Improving the legal framework to reduce regulatory 

barriers to innovative development. 

4. Attracting funds from the state budget to support the 

development of regional innovation. 

5. Creation of new innovation infrastructure facilities. 

6. Increasing the degree of integration of the region into the 

world market and competitiveness. 

In the course of the research, the following conclusions and 

suggestions on the current situation were obtained on the basis of 

analysis and assessments (pp. 118): 

- In the dissertation proposed a new methodological approach for 

assessing the innovation activity of the regions was developed 

and formation of a system of indicators to measure the 

propensity of innovation activity of the regions of Azerbaijan; 

- As a result of the work it became clear that the main potential 

of the country is concentrated in Baku. The main obstacle to 

the development of innovations is the presence of a financial 

factor. In this regard, in order to increase the innovation activity 

of the regions, it is necessary to apply various strategic 
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approaches and financial support of the state, taking into 

account the resources of innovation potential in the regions; 

- It is possible to significantly increase the share of the 

technological sector in exports by creating a chemical and 

petrochemical cluster on the basis of the existing oil and gas 

sector, as well as applying innovations in the production of 

plastics and rubber, basic pharmaceuticals and equipment; 

- There is a serious need to improve the legal framework 

governing and stimulating innovation; 

- Ensuring the innovative development of Azerbaijan should be 

carried out in stages (in 3 stages) (pp. 56-57); 

- Differential strategic approaches for innovative development 

of Azerbaijan and its regions have not been identified; 

- In order to ensure the successful development of innovations, 

it is necessary to focus efforts in priority economic areas that 

can provide more innovative growth in the medium term. 
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