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l_leH'l‘p HAYYHOI'0 COTPYIHUYECTBA «”H’l‘ep‘dl\"l‘HB IJTHOCY
FUTURE OUTLOOK FOR THE DEVELOPMENT OF THE NON-OIL
SECTOR IN THE REPUBLIC OF AZERBAIJAN

Abstract: this paper explores the strategic transition of Azerbaijan's national
economy from a hydrocarbon-dependent model toward a diversified structure. It iden-
tifies the untapped potential of key non-oil industries, including agriculture, digital
technologies, and transit logistics, which act as primary engines for sustainable devel-
opment. Furthermore, the study evaluates the impact of government-led reforms, insti-
tutional support mechanisms, and foreign direct investments in fostering a resilient
business ecosystem. Ultimately, the findings offer actionable insights for policymakers
to optimize resource allocation, enhance global competitiveness, and secure long-term

macroeconomic stability.

Keywords: national economy, investment, development, competitiveness, innova-

tion, reforms.
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KaHJ. SKOH. HayK, JOLEHT
NuctutyT 3k0HOMHKHM MUHUCTEpCTBA HAYKU U 00pa30BaHuUs
Azepbaitxanckoi PecriyOnuku

r. baky, Azep0atimxanckas PecryOnuka

Tacanoe Ilapeus
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Anuee Azep

HAy4YHBIN COTPYIHHK

NuctutyT 5k0HOMUKH MUHUCTEPCTBA HAYKU U 00pa30BaHUs
AzepbaitmkaHckoil PecryOnuku

r. baky, AzepOaiikanckas Pecryonuka

NEPCHEKTHUBBI PA3BBUTHUSI HEHE®TSIHOI'O CEKTOPA
B ASEPBANI’KAHCKOWM PECITYBJIUKE

AHnnomayusn: 6 0anHoU pabome ucciedyemcs cmpamecuyeckull nepexoo Hayuo-
HANIbHOU YKOHOMUKU A3epbaiiodicana om mMooeu, 3a8UCUMOLL OM Y2le8000pP0008, K Ou-
sepcuhuyuposannoll cmpykmype. Bvisensemcs nepeanuzosannulil nOmeHYual Kiode-
8bIX Ompaciiell HeHepMAH020 CeKMopa, 8KIOYAS CENlbCKOe XO3AUCMB0, YUppossle mex-
HOMO2UU U MPAHZUMHYIO JIOCUCMUKY, KOMOpble 8bICIYNAOM 8 Kauyecmee OCHOBHbIX
ogueameinetl ycmouuugo2o pazsumus. Kpome mozo, 6 ucciedosanuu oyeHusaemcsi 6/iu-
SAHUE NPOBOOUMbBIX 20CYOaAPCMBOM pephopM, MEXAHUIMO8 UHCIMUMYYUOHANbHOU NOO-
0EPAHCKU U NPAMBIX UHOCMPAHHBIX UHBECMUYUL HA (hopMuposanue ycmoudusou ous-
Hec-9Kocucmemvl. B koneunom umoee, nonyuenuvle pezyibmamsl npeoiazarom npax-
muyeckue pexomeHoayuu 0is OUPEeKMUBHLIX OP2aHO8 N0 ONMUMUZAYUU pacnpeoeie-
HUsL pecypcos, NOSbIUEHUIO 2100AIbHOU KOHKYPEHMOCNOCOOHOCMU U 0DecneueHuio

007120CPOUHOU MAKPOIKOHOMUYECKOU CMAOUTbHOCTU.
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Knwueswie cnosa: HAUUOHANIbHAA IKOHOMUKA, UHeecmuyuu, passumue, KOHK)-

PEHMOCNOCOOHOCMb, UHHOBAYUU, pedhopMbl.

In recent years, significant measures have been continuously implemented toward
the development of the non-oil sector of the Republic of Azerbaijan. The development
of the non-oil sector plays an important role in increasing the country's GDP. Achieving
sustainable economic progression and bolstering competitiveness within Azerbaijan
necessitates a strategic focus on diversifying its non-oil sectors. To mitigate the histor-
ical vulnerability associated with a hydrocarbon-dependent economic model, the state
has initiated comprehensive structural reforms aimed at fostering resilience against ex-
ternal shocks. Central to this agenda is the modernization of fiscal policies and the
digitalization of corporate frameworks, which serves to optimize the investment cli-
mate for both domestic and international capital [1, p.10]. Furthermore, the strategic
establishment of regional industrial clusters, agricultural hubs, and advanced logistical
networks has effectively catalyzed manufacturing capabilities beyond the metropolitan
centers. In tandem, targeted export promotion under the «Made in Azerbaijan» initia-
tive has facilitated the global market integration of high-potential sectors, including
agriculture, tourism, and information technologies [3, p.83]. This transformative tra-
jectory is currently being accelerated by the economic reintegration of the liberated
territories, which offer substantial, untapped opportunities in smart agriculture, digital

infrastructure, and sustainable green energy [2, p.350].
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Fig.1. State budget expenditures allocated to agriculture in the Republic of Azerbai-
jan in recent years (million manats, 1USD=1,70 AZN)

Source: Statistical Yearbook of Azerbaijan 2025, www.stat.gov.az
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In recent years, the volume of financial funds allocated from the state budget of
the Republic of Azerbaijan for the development of the non-oil sector has also been
increasing. Agriculture is considered one of these sectors. The conducted analyses in-
dicate that a significant change has been recorded in the dynamics of state budget ex-
penditures allocated to agriculture in the Republic of Azerbaijan in recent years. For
instance, while 862,2 million manats of financial funds were allocated to the agricul-
tural sector in 2020, this indicator increased to 947,62 million manats in 2023, and
reached 1095.8 million manats in 2024 (Figure 1).

The development of the furniture sector can also play a vital role in the
advancement of other branches of the non-oil sector. In recent years, the development
of the furniture industry sector has been expanding in all countries of the world [4,p.1].
The modern furniture market is considered a highly competitive economic sector. The
world furniture market i1s a huge economic sector that brings high profits. In this
market, designers and manufacturers, distributors and end consumers have interests. In
this highly competitive environment, furniture companies are constantly trying to
improve their production technologies. In addition, international furniture companies
are optimizing production processes and applying innovative technologies. Modern
furniture consumers around the world are increasingly demanding. There is a trend in
the international furniture market to combine traditional production methods with
modern digital technologies [10, p.47].
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Fig.2. World furniture market statistical indicators (billion US dollars)
Source:  https://www.persistencemarketresearch.com/market-research/furniture-
market.asp
According to recent analysis, the global furniture market grew from 525.6 billion
US dollars in 2019 to 672.8 billion US dollars in 2025. The market is projected to
expand further, reaching 978.6 billion US dollars by 2032 (Figure 2).
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Leading large furniture manufacturing enterprises in Azerbaijan «Hasanoglu
Mebel», «kEmbawood» LLC, «Saloglu», «Gardashlar Mebel» CJSC, «Foriellay LLC,
«Madeyray, «Ideal Design» and other companies are considered. The «Gardashlar
Mebel» factory is currently one of the largest and most modern furniture manufacturers
in the Republic of Azerbaijan. Specializing in more than 17 furniture categories, the
company's main areas of activity include office furniture, soft bed furniture sets,
various types of kitchen and children's furniture [5, p.2]. The factory, which has more
than 340 permanent employees, has implemented more than 350 projects. «Gardashlar
Mebel» has organized the production quality and the level of service provided to
customers in accordance with international standards. Thus, the factory's production
quality and management system have been awarded ISO international certificates. This
company is constantly developing in the direction of producing and improving office
furniture in Azerbaijan. «Qardashlar Mebel» CJSC has started exporting furniture to
America since 2020. The «Saloglu» furniture enterprise of the Republic of Azerbaijan
has been operating in the field of furniture production and sale since 2000. Another
modern furniture factory has been opened under the «Saloglu» furniture manufacturing
enterprise in the Agstafa district of the Republic of Azerbaijan. The products produced
not only meet the needs of the domestic market, but are also exported. In the domestic
market, furniture is offered to consumers in the enterprise’s own stores and in
representative offices located in many regions [6, p.20]. The furniture enterprise
«Saloglu» cooperates with the world's leading furniture companies. This company
works to bring innovative solutions, advanced technologies and international
experience in the field of furniture production to Azerbaijan. Furniture is produced in
the «Saloglu» factories with the latest technological equipment and by professional
specialists.

Furniture for bedrooms, dining rooms and living rooms at the «Saloglu» furniture
factory i1s 18 thousand units, in 2023 it produced 7.9 thousand units of this type of
furniture. This is 2.3 times less than the production potential. These figures show that
the production capacity of the «Saloglu» furniture production enterprises is used only

up to 44%. «Saloglu» enterprises have the production capacity and potential to double

6 https://interactive-plus.ru
Conep:xumoe noctymuo no juner3nu Creative Commons Attribution 4.0 license (CC-BY 4.0)



Scientific Cooperation Center "Interactive plus"

furniture production. It should be noted that in 2023, in the Gazakh district of the
Republic of Azerbaijan, 22.3 thousand pieces of furniture for sitting on a wooden frame
were produced. Its share in the production of this type of furniture was 34%. In order
to replace imports, it is necessary to improve the quality indicators of the products
produced and increase their assortment. During local production, it is important to take
into account the structure of imports in this area and to create new furniture products
within the purchasing power of the population. In order to reduce dependence on
imports, it is necessary to increase the production volume of trees, which are the main
raw material base of furniture, in the Republic of Azerbaijan. For this, it is necessary
to study the experience of the Turkish state. Turkey is in the first position in the world
as a furniture exporter to foreign countries. Azerbaijan is also one of the countries that
imports furniture from Turkey the most. The Turkish state plants various types of trees
for the production of furniture on vacant land. Within 8-10 years, the trees grow and
are cut down and sold to furniture factories. This experience should also be
implemented in Azerbaijan. Planting trees is necessary for the production of furniture.
For this, there are large vacant lands in the republic [7, p.55].

Industrial production in the Republic of Azerbaijan is considered one of the
important issues facing the country. For the creation of clusters, it is important to have
leading enterprises in this field. Enterprises operating in the field of furniture
production are present in every region of the Republic of Azerbaijan. Leading large
furniture production enterprises in Azerbaijan «Hasanoglu Furniture», «Embawood»
LLC, «Saloglu», «Gardashlar Furniture» CJSC, «Foriellay, Examples include
«Madeiray, «Ideal Design» and other companies. Regional clusters can be organized
on the basis of these leading large enterprises. A cluster for the production of furniture
products can be created in the Gazakh region of the Republic of Azerbaijan. The large
enterprise «Saloglu» operating in this area can control small and medium-sized firms
in the region. In 2023, 22.3 thousand pieces of wood-framed furniture were produced
in the Gazakh region of the republic. The location of the Gazakh region close to the
Russian border is also favorable for wood raw materials imported from Russia.

Attracting additional enterprises to the industrial cluster to be created on this basis will
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allow for the formation of a competitive environment and the creation of additional
production opportunities. Furniture enterprises will be able to improve product quality
and reduce prices by taking advantage of the favorable environment created by the state
for clusters [8, p.256]. In the Gazakh district of the Republic of Azerbaijan can create
conditions for attracting investors, further improving the provision of the population
with quality furniture products, and increasing the competitiveness and export of local
products. In the structure of manufacturing industry exports in the Republic of
Azerbaijan, the share of furniture exports in production in 20123 was 3.26%, a decrease
of up to 1.7% compared to 2022. These figures show that despite the increase in the
volume of furniture exports, the competitiveness of this sector is still at a low level. In
order to replace imports in all industrial sectors of the Republic of Azerbaijan, it is
necessary to improve the quality indicators of the products produced and increase their
variety [9, p.92]. During local production, it is important to take into account the
structure of imports in this area and to create reasonably priced products within the

purchasing power of the population.
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