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EVALUATION OF THE ACTIVITIES
OF AGRICULTURAL PRODUCTS PROCESSING
ENTERPRISES IN AZERBAIJAN AND DIRECTIONS
OF THEIR DEVELOPMENT

Agriculture, as one of the key sectors of economic activity, provides the world’s population with
food, raw materials, and various other resources. It is this sector that supplies people with essential
products vital for daily existence, including grains, meat, fruits, vegetables, milk, and other food items.
Without the agricultural industry, feeding the entire planet would be impossible, and many people would
face hunger. Additionally, agriculture serves as the foundation for the production of many goods, such
as paper, textiles, plastics, and cosmetics, most of which are made from plant raw materials sourced
from this sector. It is clear that agricultural products act as a raw material base for many processing
enterprises. Instead of exporting these products as raw materials, utilizing them domestically can make
a significant contribution to the national economy. Thus, the expansion of processing enterprises in the
agricultural sector will lead to an increase in budget revenues, a higher volume of exports of finished
products, the creation of new jobs, and, most importantly, an improvement in the self-sufficiency
of the country’s population in essential food products, thereby enhancing food security. All of this
demonstrates the significant importance of developing and expanding processing enterprises in the
agricultural sector.

Relevance of the topic: In a number of dominant countries around the world, agriculture, as an
important sector of the economy, not only provides the population with basic food products but also
offers other opportunities. Agriculture is one of the main sources of employment. The availability
of jobs is a crucial factor for the development of specific regions within a country, contributing to
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the improvement of economic stability and the standard of living in these areas. Agriculture actively
stimulates the development of science and technology, including biotechnology, genetic research, the
development of fertilizers and pesticides, and new methods of soil cultivation, all of which help increase
productivity and improve crop quality. It plays a crucial role in ensuring global sustainable development,
as it is vital for the stable progress of humanity. For example, this may include the conservation of
natural resources and biodiversity, which can be achieved by reducing the use of chemicals and water
in crop rotation and adopting sustainable farming methods—one of the environmentally friendly
production techniques. Therefore, evaluating the current state of agricultural processing enterprises
and continuously investigating development directions is one of the main research objectives.

The purpose of the article is to determine the role played by enterprises operating in the agricultural
sector in Azerbaijan and engaged in the processing of agricultural products in the country’s economy,
to evaluate the current state of their activities and influencing factors. Additionally, the article aims
to justify the role of the state in the development of these enterprises, review the mechanisms of state
support, strengthen competitiveness for the expansion of their activities, investigate the directions for
expanding market opportunities, and provide recommendations on all of these aspects.

Research methods: grouping, generalization, systematic approach, development dynamics,
synthesis and analysis, comparative analysis, factor analysis, economic-statistical analysis

Scientific innovation: The article justifies the need to reveal and evaluate the economic potential
of processing enterprises in the agricultural sector in Azerbaijan, with certain methodological principles
serving as the foundation. It emphasizes the need to increase the efficiency of utilizing economic
potential and develop a strategy for the development of processing enterprises, adopting a systematic
approach. It has been determined that the sustainable development strategy of the enterprises studied
aligns with the general development strategy of the industry, the region, and the country’s economy as
a whole.

Keywords: agriculture, processing plants, agricultural products, competition, innovation,
export, evaluation
JEL classofication: Q1, Q13, Q14

CinpCchKe TOCHOIApCTBO, Oyaydd oOnHI€I0 31 cdep rocmomapchkoi MisTBHOCTI, 3a0e3meuye
HACeNeHHs IUIAaHETH MIPOAYKTaMH XapyyBaHHs, CHPOBHHOIO Ta IHIIMMH Pi3HOMaHITHHUMH PECypcaMu.
Came 1 chepa 3abesreuye JrOACH OCHOBHUMH MPOMYKTAMH, KUTTEBO HCOOXITHUMHU Ui iX
MOBCSIKAGHHOTO ICHYBaHHS, BKJIIOYAIOYH 3€pHO, M’sCO, (PYKTH, OBOYi, MOJIOKO Ta 1HII IPOJYKTH
xapuyBaHHs. be3 clbChbKOTOCIIONapCchKOI MPOMHUCIOBOCTI OYy0 O HEMOJMIIMBO IPOTOJYBaTH BCIO
IUTaHeTY, 1 6araro mojei momepiio O Bix ronoay. KpiM Toro, ciibChke TOCTIOTAPCTBO € OCHOBOO IS
BHPOOHHUIITBA 0araTb0X TOBApPIB, TAKHUX SK MAIip, TEKCTHIb, IJIACTUK, KOCMETHKA TOIIO, OUTBIIICTh
i3 SIKUX BHPOOJSETHCA HAa OCHOBI POCIMHHOI CHPOBHHHM, OTpHMaHOi 3 Ii€i Tepuropii. O4eBHIHO,
[0 CUTBCHKOIOCIOJAPChKa MPOIYKINS Bigirpae pojib CHPOBUHHOI 0a3u it 0arathox MepepoOHHX
HIAMPUEMCTB. 3aMICTh TOT0, 00 EKCIIOPTYBATH 111 ITPOJLYKTH 38 KOPIOH SIK CHPOBHUHY, TX BUKOPUCTAHHSI
BCEpe/IMHI KpalHW MOXe 3pOOHTH BCEOIYHMI BHECOK Yy HalllOHAJIBHY €KOHOMIKy. Taknm dmHOM, 32
PaxyHOK PO3LIMPEHHs MepepoOHUX MIANPUEMCTB arpapHOro CEKTOpPY i€ NMPH3BEJIC 10 301IbIICHHS
HA/IXOJDKEHB 0 OI0KETY, 00CATIB €KCIIOPTY TOTOBOI MPOIYKIIil, CTBOPEHHS HOBHX POOOYMX MiCIIb,
a TOJIOBHE — pIiBHSA caM03a0e3MeYeHOCTi HAaCENCHHS KpaiHW HAWBAXIMBIMIIMH 1 HEOOXiTHUMHU
MPOJYKTaMH XapuyBaHHs, a OTXe, NPOJOBOJbUYy Oe3reKy. Yce 11e CBIAYMTh MPO BEJIHKE 3HAYCHHS
PO3BUTKY Ta PO3LIMPEHHS NEepepOOHHX MIANPUEMCTB B arpapHOMY CEKTODI.

Axmyansnuicme memu: Y psijil JOMIHYIOUMX KpaiH CBITY CUIBCBKE TOCIIOJApCTBO, SIK BaXKIIMBA
rajgy3b €KOHOMIKH, HE TiJIbKM 3a0e3Meuye HACEICHHS! OCHOBHUMH NPOAYKTAMU Xap4yyBaHHd, a il Mae
iHII MOKITHBOCTI. CUTBChKE TOCTIONAPCTBO € OJHUM 13 OCHOBHHUX JDKepen pobodnx Micis. HasBHiCTh
POOOYHNX MiCIlh € BaXKJIMBHM (PaKTOPOM U PO3BUTKY PETIOHIB KOHKPETHOI KpaiHH, IO JO3BOJISIE
MIIBUIIMTA €KOHOMIUHY CTaOUIBHICTh 1 piBeHb XHUTTS B IMX perioHax. CUIbCbKE TOCIOIapCTBO
AKTUBHO CTHUMYJIO€ PO3BUTOK HAYKH 1 TEXHIKH, BKJIFOUArO4YX OI0TEXHOJIOTIT, TCHETUYHI TOCIIIKCHHS,
PO3pOOKY TOOPHB 1 MECTUIH/IIB, HOBUX METOAIB 00OPOOITKY I'PYHTY TOIIO, SIKi CHPHSIIOTH MiBHIIEHHIO
MPOJYKTUBHOCTI Ta MOKPAIICHHIO SKOCTI BpoXkato. Bono 3abe3neuye rnodanpHUM cTanuii po3BUTOK,
OCKUIBKY Ma€ BEJIMKE 3HAUCHHSI JUTS CTaOlIbHOTO PO3BUTKY JIr0/IcTBa. Hampukiiazn, e Mojke BKIFOYaTH
30epeKeHHS MPHPOTHUX PECypciB i OiOpPI3HOMAHITTS, YOTO MOKHA JOCSTTH IIIIXOM 3MCHIICHHS
BUKOPHCTAHHS XIMIKaTiB 1 BOAM B CIBO3MIHI, @ TAKOYK BUKOPUCTAHHSI METOJIIB CTAJIOrO 3eMJIepOOCTBa,
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OJTHOTO 3 €KOJIOTIYHO YMCTHX METOJIB BHUPOOHHUITBA. TOMY OLiHKA CYy4acHOTrO CTaHy I€pepoOHHX
MIITPUEMCTB CLITBCBKOTOCTIONAPCHKOT MPOMYKINI Ta MOCTIHHE MOCIIKEHHS HANPSMIB PO3BHTKY €
OIIHMM 13 OCHOBHHUX 00’€KTIB JOCIIIKEHHS.

Mema cmammi: BU3SHAYUTH POJIb B EKOHOMIIlI KPaTHH MiIIPHEMCTB, III0 MPAIIOIOTH B aTPAPHOMY
cekTopi AsepOaiikany i 3aliMarOThCs IEPEPOOKOIO MPOAYKIIIT 1€l ramy3i, OI[IHUTH MOTOYHUH CTaH iX
JsUTBHOCTI Ta (hakTOpy BILIMBY. Takok 0OIpYHTYBATH POJIb IEpKaBHU JUIsl PO3BUTKY WX ITiIIPHEMCTB
Ta TEPEerNITHYTH MEXaHI3MH JIep)KaBHOI MMIATPUMKH, TOCWINTH KOHKYPEHTOCTIPOMOXKHICTD JUIs
PO3IIMPEHHS iX AiSUTBHOCTI, JOCTIAUTH HAIPSIMU PO3ILIUPEHHS PUHKOBHX MOXKJIMBOCTEH Ta MiArOTYBaTH
peKOMeHalil 010 BCHOTO IHOTO.

Memoou oocnioxicenna: TPYIyBaHHA, y3araJbHEHHS, CHCTEMHHUH IMiIXiJ, TUHAMIKAa PO3BUTKY,
CHHTE3 1 aHaJli3, OPIBHUIbHUI aHaui3, pakTOPHUI aHalli3, EKOHOMIKO-CTATUCTUYHHI aHaII3.

Haykoea nosusna: y cTaTTi OOIpPYHTOBAHO HEOOXIHICTh BUSBJICHHS Ta OI[IHKH CKOHOMIYHOTO
MOTEHIIATY MTepepOOHHX MiANPUEMCTB arpapHOro CeKTopy A3zepOaiipkaHy Ta B3STO 32 OCHOBY HEBHI
METOJI0JIOT19HI MPUHIKITH. HaronomreHo Ha HEOOX1THOCTI TiABUINCHHS €()eKTHBHOCTI BHKOPHCTAHHS
E€KOHOMIYHOTO TTOTEHIlialy Ta PO3POOKH CTpaTerii po3BUTKY MEPEepPOOHUX ITiANPHEMCTB, TPUIOMY
repeBary HaJlaHo CHCTEMHOMY ITiIXoy. Bu3HaueHo, 110 cTpaTeris CTanoro po3BUTKY JOCIIDKYBAaHUX
HINPUEMCTB BiJIIIOBIIA€ 3arajibHiil cTpaTerii pO3BUTKY Tay3i, perioHy Ta eKOHOMIKH KpaiHHU B IILJIOMY.

Knrowuosi cnosa: cinvcvke 2ocnodapcmeo, nepepooni nionpuemcmea, ciibCbK020Cno0apcbKa
npooyKuyis, KOHKypeHyis, innoeauii, ekcnopm, ouinka

JEL classofication: Q1, Q13, Q14

Introduction

Agriculture, one of the main sectors of
Azerbaijan’s economy, plays a significant
role in the lives of the country’s entire
population. As a highly promising industry,
it serves as a primary driving force for the
development of the country’s economy
and the improvement of the population’s
welfare. Providing the population with
agricultural products is not only a basic
condition for survival but also one of the
most important factors contributing to
social stability.

The research conducted by L.H.
Ibrahimov revealed that the increase in
agricultural product production in our
country enabled the creation and expansion
of processing enterprises for these products,
as well as the diversification of many
food products through the use of new
technologies. The growth in agricultural
production, the number and potential of
processing enterprises, and positive trends in
their supply of raw materials have led to an
increase in the share of processed products
in the country, as well as the expansion of
export markets [1, p.88].

Currently, private entrepreneurs have
started to pay more attention to the processing
of agricultural products. The organization
and further expansion of production in this
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area means additional job opportunities for
the working population. It also creates a
significant opportunity for regional self-
sufficiency in food products by attracting
additional investments into the expansion
of agricultural production. If the production
and processing of agricultural products
are efficient in the country, it signifies the
development of the sector.

Research methods: One of the main
objectives is to assess the current state of
processing enterprises operating in the
agricultural sector of Azerbaijan and to
identify ways for their development. To
achieve this, the article employs methods
such as grouping, generalization, systematic
approach, analysis of development dynamics,
synthesis and analysis, comparative analysis,
factor analysis, and economic-statistical
analysis.

Discussions and conclusions

1. Assessment of the current state of
processing enterprises in the agricultural
sector

The development of processing
enterprises depends on the extent to which all
types of resources are utilized. Therefore, the
performance of such enterprises is influenced
by their resource potential. Resource
potential is characterized by the volume
of manufactured products; the volume,
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composition, and structure of fixed and
circulating assets; and the quality of these
assets managed by enterprises to achieve
their objectives. Product manufacturing
requires both labor and capital; hence, labor
resources are also considered part of the
resource potential of processing enterprises.
The scale of the resource potential in the
agricultural processing sector is important
for various stakeholders. It is evident that
when sufficient resources are available and
their structure is rational, the necessary
conditions for production activities in
agricultural enterprises are established,
enabling the achievement of planned
development targets and ensuring economic
efficiency.

The economic potential of processing
enterprises in the agricultural sector is
influenced by several factors, including
development goals and strategies, the field
of activity, the size of the enterprises, the
variety and quality of products, and the
structural elements of the potential. When
evaluating their economic potential, it is
important not only to consider the availability
of resources but also to efficiently organize
their operations, produce and sell products,
and forecast future development. Therefore,
it is essential to distinguish two groups of
factors within the structure of the economic
potential of processing enterprises in the
agricultural sector:

- first, the set of resources used directly
for production (fixed and circulating assets,
labor resources);

- second, factors (services) that ensure
efficient use of enterprise resources in the
process of product production.

The economic potential of agricultural
product processing enterprises includes the
following structural elements: management,
export, information technology, marketing,
investment, and innovation potentials.
Currently, the assessment of these potentials
is considered one of the main tasks.

When evaluating the economic potential
of processing enterprises in the agricultural
sector, it is necessary to base the evaluation
on certain methodological principles, which
include:

1) the principle of complexity -
This involves the creation of a system of
indicators, assessment methods, and models
that correspond to the content and structure
of economic potential, allowing for a unified
perception of its existence and use;

2) the principle of efficiency — This
implies the existence of a development
strategy implemented at all levels of
processing enterprises, maintaining the
efficiency of economic potential use. It is
based on the alignment of goals, tasks, and
mechanisms for economic potential with
changes in internal and external conditions,
while also considering opportunities to
protect the efficiency of economic potential
by taking environmental factors into account,
with the aim of ensuring the competitive
advantages of processing enterprises in that
sector.

3) the principle of innovativeness refers
to the formation of efficient, market-oriented
business structures with the potential for self-
development in processing enterprises within
the agricultural sector. The application of this
principle involves both internal competitive
advantages and external advantages related
to changing market conditions. Addressing
these issues enables enterprises to enhance
their innovation and investment activity,
which is crucial for developing their growth
strategy.

Y.F. Gudz notes that the development
of processing enterprises in the agricultural
sector depends on their successful
performance in the agricultural market. To
succeed in the market, it is not enough for
processing enterprises to have only material
and financial resources; they must also
possess internal capabilities. Such enterprises
should focus not only on studying customers,
competitors, suppliers, intermediaries, or the
environment, but also on their unique internal
capabilities that provide a competitive
advantage. By doing so, they can assess their
economic potential and effectively manage
that potential [2, p.36].

Let’s focus on the following tables and
pictures to assess the state and economic
potential of enterprises in the agricultural
sector in Azerbaijan.
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The conducted studies show that
between 2015 and 2022, there was an increase
in the total production of agricultural products
in Azerbaijan. This growth contributed to
higher total profit, increased profitability,
sales revenue, and overall profitability.
Additionally, the rise in agricultural product
output has led to an increase in food product

production due to the processing of these
products, as illustrated in Figure 1.

A comprehensive assessment allows
for determining the efficiency of utilizing
economic potential. This potential determines
the competitiveness of processing enterprises in
the agricultural sector and serves as an important
criterion for making management decisions.

Table 1
Assessment of the main indicators affecting the economic potential
of agricultural enterprises in Azerbaijan
The name of the indicators | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 2022
Number of enterprises 1659 | 1592 | 1608 | 1641 | 1471 | 1024 | 1035 1047
Total profit, thousand AZN | 39763 | 75246 | 62814 | 96918 | 92696 [104016|171197| 310012
Total profitability, in percent 11,3 20,3 14,1 20,1 17,2 19,4 27,2 37,9
Income from sales, thousand
AZN 391801 | 441505 |504031 | 558807 | 622035 [ 637351 | 794863 | 1104580
Profitability of sales, in percent | 11,3 19,4 12,9 16,2 15,3 19,0 26,4 35,0
On crop products 36,0 435 25,5 40,4 35,7 29,2 51,7 51,9
On livestock products 7,1 11,8 8,0 5,9 3,4 9,5 8,5 23,6
Total agricultural product,
thousand AZN 374320408711 |383157|384958 | 615203 | 814426 | 988366 | 1172861
Source: [3]
million AZN
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Fig. 1. Production of food products in Azerbaijan
Source: [3]
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The evaluation of the economic potential
of processing enterprises should be based on
a systematic approach. This approach offers
certain advantages: it is characterized by
ease of use and accessibility, as it relies on
statistical data for implementation. It also
allows for the identification and evaluation
of the structural elements of economic
potential, taking into account the operational
characteristics of these enterprises and
assessing their economic potential to
determine the actual and forecasted level
of development of industrially oriented
processing enterprises.

In general, providing the population
with essential agricultural products and
ensuring food security are of particular
importance in our country. Therefore, the
production, storage, and processing of these
products should be carried out across all
regions of the country. From the perspective
of food security, priority should be given to
the production of cereals and grain legumes.
In this regard, increasing the production of
these products in the regions of Azerbaijan is
a key condition.

It is known that Azerbaijan is divided
into 14 economic regions, each with its own
economic potential for the production of

cereals and grain legumes. For instance, the
Sheki-Zagatala economic region stands out,
as the production of these products there
exceeds that of other regions. However, the
production volume in this sector decreased in
2022. Specifically, the decrease was 38.5%
compared to 2019, 29.6% compared to 2020,
and 33.6% compared to 2021.

The highest production was in 2019,
with 520,946 tons, accounting for 14.5%
of the total cereal and pulse production in
the country. In 2022, this figure decreased
to 11.9%. While the Sheki-Zagatala region
held the largest share of cereal and legume
production in previous years, in 2022, the
Karabakh region (409,671 tons, or 13.0% of
the total production in the country) and the
Central Aran region (390,961 tons, or 12.4%
of'the total production) accounted for a larger
share.

V.H. Abbasov and T.K. Gorchiyeva
note that the location and activities of
processing enterprises in different economic
regions should play a significant role in
the development of agriculture. In the pre-
independence period, processing enterprises
were distributed across all natural-climatic
zones of the country, based on the level of
agricultural specialization, and provided

tone
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Fig. 2. Production of cereals and grain legumes in the region of Sheki-Zagatala
Source: [3]

269



ISSN 3041-2137 (print), ISSN 3041-2145 (online). ACADEMY REVIEW. 2025. Ne 2 (63)

the population with relevant products in a
timely manner. However, due to financial
difficulties in the early years of independence,
enterprises located in various economic
regions could not operate normally, and
new ones were established in areas closer to
industrial centers [4, p.129].

Currently, the balanced development of
agricultural product processing enterprises
is driving the emergence of new economic
forms, suchas production, processing, service,
marketing, and more. This can positively
influence the development of cooperation
and integration between industries and other
economic entities. When food industry
enterprises are located in various economic
regions, it is essential to consider factors
such as the climate and soil conditions, the
development of labor resources, energy
sources, and the infrastructure of agricultural
areas.

In terms of food security in Azerbaijan,
processed flour and its various types play a
crucial role. The self-sufficiency level of our
country in these products is shown in Figure 3.

It can be seen from Figure 3 that, in
2022, the decrease in cereal production in
Azerbaijan compared to previous years led to
a decline in the self-sufficiency level of flour.

A wide variety of agricultural products
can be cultivated in many regions of
Azerbaijan, and the storage and processing
of these products could transform the area
we are studying into a highly profitable
sector. The growing demand for these
products, coupled with simple production
technologies and readily available raw
materials, can attract new entrepreneurs
to the agricultural product processing
industry. To achieve this, it is essential
to improve the efficiency of utilizing the
economic potential of these enterprises and
to develop a comprehensive strategy. This
strategy should include the preparation and
justification of specific actions and plans that
account for resource, export, management,
marketing, information technology,
innovation, and investment potentials to
reach the ultimate goal, namely:

1. Defining the mission of processing
enterprises, establishing strategic goals,
analyzing their activities, and evaluating
their competitiveness.

2. Assessing current and future-oriented
activities in the field of resource economy.

3. Studying the external environment.

4. Identifying prospective development
directions for processing enterprises.

in percentage
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Fig. 3. Self-sufficiency level of Azerbaijan with flour
Source: [3]
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5. Preparing concrete tasks and strategic
plans.

A.N. Jafarov considers cooperation and
integration relations to be one of the main
directions in the development of agricultural
processing enterprises. In his view, such
relations, as a factor in the stability of the
development of processing enterprises in
the agricultural sector, should be aimed
at effectively utilizing the production
capacities of these enterprises, increasing
the productivity of agricultural plants and
animals, raising the share of field products in
GDP, applying new production techniques,
reducing losses at each production unit,
addressing social issues in rural areas,
increasing the income of rural workers, and
improving their standard of living [5, p.8].

2. Development directions of
agricultural products processing
enterprises in Azerbaijan and state policy
in this field

Currently, the existing level of state
support in Azerbaijan improves the results
of processing enterprises in the agricultural
sector but does not ensure an appropriate level
of profitability and competitiveness. The
current subsidies and additional payments for
the production of livestock products should
be characterized by increasing efficiency. To
achieve this, the number of livestock, as well
as the volume of production and processing
of livestock products, should be further
increased.

A strategic roadmap has also been
prepared to ensure the rapid development
of processing enterprises in the agricultural
sector in Azerbaijan. Stimulating the
integration of interested parties through
public-private cooperation to ensure the
sustainability of processing enterprises in
this sector is one of the key tasks outlined
in the strategic roadmap. It highlights that
attracting private investments to processing
enterprises, as well as implementing complex
projects in these fields, can stimulate rapid
development and ensure the consistent
growth of the processing industry along the
entire value chain. Additionally, promoting
comprehensive public-private cooperation
will contribute to increasing the production

and processing of export products, reducing
dependence on imports, and revitalizing
traditional industries. The creation of
integrated public-private sector cooperation
in Azerbaijan will be supported through
three key mechanisms: financing, land, and
infrastructure [6, p.74-75].

On April 11, 2017, the President of
Azerbaijan, 1. Aliyev, signed a decree
on additional measures related to the
development of agriculture in our country,
aimed at accelerating the implementation
of tasks outlined in the strategic roadmap.
The decree primarily focused on improving
the financing mechanisms of the agricultural
sector, including the development of
agricultural insurance and promoting
investments in the sector [7].

In general, a number of legislative
acts, particularly state programs, have been
adopted alongside the strategic roadmap to
foster the rapid development of traditional
agricultural areas such as cotton growing,
silkworm breeding, and tobacco cultivation,
among others, in Azerbaijan. Furthermore,
significant steps have been taken to increase
the country’s export potential, enhance the
innovative capacities of businesses in the
production and processing of agricultural
products, achieve higher labor productivity,
and expand integration relations between
producers, processors, and consumers.

P.F. Aliyev notes that one of the main
goals of the state policy implemented in
the field of the development of processing
enterprises in the agricultural sector of
Azerbaijan is to increase the specific weight
of field products in the total export of the
country. For this purpose, agricultural parks
with large processing potential are being
created in different regions of Azerbaijan,
special support is given by the state to the
rural entrepreneurship, as well as production
of processing-oriented products such as
tobacco, sugar beet, cotton, etc. [8, p.70].

The state can influence the activities
of enterprises processing agricultural
products through various financial and credit
instruments, with bank lending being the
most common. An effective bank lending
mechanism will help increase the share of

271



ISSN 3041-2137 (print), ISSN 3041-2145 (online). ACADEMY REVIEW. 2025. Ne 2 (63)

credit resources in processing enterprises
and stimulate agricultural production. The
main instrument of the state’s financial and
credit support for agriculture is enhancing
the accessibility of loans to enterprises in
this sector. Various factors affect the credit
provision of these enterprises, the most
important of which are internal:

1) the financial situation of enterprises;

2) the development of non-bank
financial and credit organizations;

3) the state policy in the field of crediting
agricultural enterprises;

4) the credit policy of banking
institutions in relation to the agricultural
sector of the economy, etc.

It is important to improve the taxation
system for agricultural product processing
enterprises. Taxes, when applied in optimal
forms and rates, are more effective and
stimulate inflation to a lesser extent than other
financial instruments of the state. The tax
effect on agricultural production is one of the
most important methods of price regulation
at the macro level. This demonstrates that
the improvement of the taxation system for
agricultural producers and the processing
industry should be carried out by the state,
taking into account the specific features of
the regulatory function of taxes.

According to N.A. Gasimova, the
development of processing enterprises in the
agricultural sector requires stimulating the
development and export of products from
this field. To achieve this, investments should
be increased in the renewal of production
technology, the acceleration of training
for highly qualified personnel, and the
expansion of the range of processed products.
Additionally, organizing production based
on the demand for raw materials is essential.
Furthermore, forming and promoting
contractual obligations between producers
and processors, along with establishing a
mechanism for selling products, is advisable.
Addressing these issues will enhance product
competitiveness and expand the geography
of product exports by increasing the service
areas of processing enterprises [9, p.105].

Their competitiveness in the world
market can be achieved by increasing
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labor productivity in processing enterprises
within  the agricultural sector. This
reflects the efficiency of labor resource
utilization through the application of
modern technologies, which enhances
the organization of production processes.
Achieving this requires an increase in own
funds to renew the material base and improve
employee qualifications. The level of labor
productivity is influenced by factors such as
the techniques and technologies used, the
development of the production and technical
base, personnel potential, organizational
management, and others.

The efficiency and competitiveness of
processing enterprises are also influenced
by the quality, production costs, and
consumption costs. To improve quality
and reduce costs, it is essential to employ
functional cost analysis, optimization,
forecasting, modeling, and other modern
scientific approaches and methods.

Since each enterprise in the agricultural
products processing sector has its own
characteristics, it employs specific methods
and means to shape its competitiveness.
However, despite the individuality of
approaches and ways in which processing
enterprises in the agricultural sector form their
competitiveness, strategies forcompetitiveness
development are based on certain conceptual
and organizational principles. The most
appropriate and effective solution to the
problem of forming and developing the
competitiveness of agricultural products
processing enterprises is the application of
modern management concepts that integrate
various approaches. The concept of shaping
the competitiveness of these enterprises is a
set of views and methods that determine its
structure, guiding principles, tasks, tools, and
development strategies.

The formation of competitiveness for
agricultural products processing enterprises
can be presented as a process characterized
by appropriate methodologies and tools.
It is appropriate to consider the formation
of competitiveness in these enterprises
as a complex system. Such a system is
characterized by the presence of a goal,
elements, and their relationship with the external
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environment. The system of competitive
advantages forms the basis for the development
of the organizational mechanism for managing
the competitiveness of processing enterprises
in the agricultural sector.

The mechanism for managing the
competitiveness of processing enterprises
should be aligned with modern requirements,
take into account the dynamics of the market
situation, be based on the principles of
adaptation, and create flexible opportunities.

The concept of competitiveness
formation implies the following:

- the use of a general methodological
approach and principles in the process of
forming and managing the competitiveness
of processing enterprises;

- the use of tools for building
competitiveness in processing enterprises;

- the assessment of the elements that
constitute competitiveness.

Thus, the analysis of competitiveness
is important for identifying resources that
contribute to the development of processing
enterprises in the agricultural sector.
Researchers N. Strochenko and O. Kovalyova
have suggested the following main directions
for strengthening the competitiveness of
agricultural enterprises [10, p.119-120]:

- implementing an effective state support
mechanism for agriculture by optimizing
targeted budget programs;

- creating a favorable innovation and
investment environment in the country to
expand investment processes;

- provision of information support by
the state and strengthening of consulting
services at the regional level on marketing
and management issues, etc.;

- implementation  of  effective
entrepreneurial strategies for the development
of agricultural enterprises based on the
improvement of production organization;

- study of consumer demand and
analysis of competitors to implement an
effective advertising policy and realize the
marketing concept aimed at creating and
improving new products;

- organizational, technical, and
technological renewal of agricultural
production based on innovation;

- increasing the efficiency of using the
existing resource potential of enterprises;

- strengthening personnel motivation
in agricultural enterprises as a key factor
in enhancing resource potential and labor
productivity;

- increasing  specialization and
concentration through the use of resource-
saving technologies in line with the
requirements  of  sustainable  (green)
production;

- deepening vertical and horizontal
integration across different sectors of
the agro-industrial complex and forming
clusters to ensure the effective processing of
agricultural products;

- increasing the volume and variety of
products supplied to different markets;

- continuous monitoring of agricultural
product markets, etc.

A balanced state support system plays a
decisiveroleinincreasing the competitiveness
of processing enterprises. One of the main
directions for enhancing the competitiveness
of such enterprises is the improvement of the
financial and credit mechanisms governing
their activities, particularly in the areas of
taxation, credit, investment, innovation, and
insurance.

Enhancing competitiveness can lead
to the expansion of market opportunities
for products in this sector. Work should
be carried out in two directions to expand
the marketing opportunities for processed
products of agricultural enterprises:

- creation of a network of wholesale
distribution centers for consolidating large
quantities of food products and distributing
them to the domestic market and for export.
The establishment of such centers will help
increase producers’ income and reduce
the number of intermediaries in the supply
chain. Creating wholesale distribution
centers with the involvement of private
investors, including foreign investors, can be
particularly beneficial;

- development of an electronic trade
system for agricultural products. In the era
of digitalization, effective marketing of
these products can be achieved through the
use of digital technologies. One example
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is the creation of an electronic platform
that eliminates geographical limitations
in agricultural trade and reduces the costs
associated with maintaining physical retail
space. Involving international experts in the
implementation of this program could prove
valuable.

Currently, the main factor in increasing
the  competitiveness of  processing
enterprises is innovative activity. A key
condition for the successful introduction of
innovations is the presence of an effective
marketing and sales system that connects the
enterprise with end consumers. Innovation
plays a central role in implementing the
development strategy of the processing
industry. This strategy envisions the
systematic advancement and intensification
of innovative activity in industrial areas.
In order to expand innovative activity, the
following priorities are defined:

- in the economic field — improvement
of key financial and economic indicators as
the main condition for transitioning to an
innovation-based development model for
processing enterprises;

- in the institutional field — development
of cooperation and integration relations,
along with the introduction of new technical
regulations and standards;

- in the field of scientific and personnel
provision — formation of the industry’s
innovative core;

- in the social sphere — increasing
the wages of production and technical
workers to encourage highly productive
labor and ensure the protection of labor
resources.

When choosing the development
strategy for processing enterprises, it is
essential not only to examine their position
in a particular market but also to consider
their financial and economic situation, as
well as the characteristics of the products
they manufacture. These factors will allow
for a more accurate determination of the

development strategy for agricultural
processing enterprises.
In general, the current stage of

development for processing enterprises
is characterized by competition, making
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it necessary to establish mechanisms that
ensure their sustainable development.
The sustainable development strategy for
processing enterprises should align with the
overall development strategy of the industry,
the region, and the country’s economy as a
whole. The assessment of such a strategy
should be carried out by considering its
compatibility with the objectives, market
position, and financial and economic situation
at both the selection and implementation
stages.

Currently, the following factors can
enable the development of enterprises
processing agricultural products:

- the necessary level of technological
equipment, which allows for the production
of high-quality products that meet European
standards, reduces production costs, and
prevents moral and physical obsolescence;

- providing low-interest loans to
producers;

- adapting the quality standards of

manufactured products to international
requirements;

- forming an effective procurement
system.

In the near future, the main task for
the development of processing enterprises
in the agricultural sector should be to focus
on the restoration and development of
agricultural raw material processing, and
to eliminate the technological and technical
backwardness of processing enterprises. In
general, agricultural processing enterprises
should aim to increase the production of
products with high added value, improve the
quality of manufactured products, stimulate
the adoption of innovative technologies for
production and sales, and create new market
structures.

Conclusions

In conclusion, we can say that the
development of agricultural processing
enterprises in the country should be based on
the following principles:

- providing a flexible investment

approach to the development of the
processing complex and  directing
investments towards the full use of

production capacity;
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- optimally combining the interests
of various participants in the agricultural
products market in order to eliminate intra-
production economic contradictions;

- gradually strengthening new economic
structures based on the application of
effective labor practices;

- eliminating inequality in the prices of
agricultural products;

- ensuring the technical reconstruction
of all stages of production in a short
time, expanding existing enterprises and
workshops, and constructing new ones,
while utilizing advanced resource-saving
technologies to improve the quality of food
products and expand their range;

- acceleration of the renewal of the main
production assets of enterprises involved in
the processing, storage, and transportation of
products;

development of integration and
cooperation across all sectors of the agro-
industrial complex;

- expansion of deep and complex
processing of agricultural raw materials,
with a focus on producing new types of food
products to meet the growing demand of the
population;

- development of  agricultural
entrepreneurship and the formation of new
motivational behaviors among employees
working in agribusiness, etc.
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Agriculture, as one of the key sectors of economic activity, provides the world’s population with
food, raw materials, and various other resources. It is this sector that supplies people with essential
products vital for daily existence, including grains, meat, fruits, vegetables, milk, and other food items.
Without the agricultural industry, feeding the entire planet would be impossible, and many people would
face hunger. Additionally, agriculture serves as the foundation for the production of many goods, such
as paper, textiles, plastics, and cosmetics, most of which are made from plant raw materials sourced
from this sector. It is clear that agricultural products act as a raw material base for many processing
enterprises. Instead of exporting these products as raw materials, utilizing them domestically can make
a significant contribution to the national economy. Thus, the expansion of processing enterprises in the
agricultural sector will lead to an increase in budget revenues, a higher volume of exports of finished
products, the creation of new jobs, and, most importantly, an improvement in the self-sufficiency
of the country’s population in essential food products, thereby enhancing food security. All of this
demonstrates the significant importance of developing and expanding processing enterprises in the
agricultural sector.

Relevance of the topic: In a number of dominant countries around the world, agriculture, as an
important sector of the economy, not only provides the population with basic food products but also
offers other opportunities. Agriculture is one of the main sources of employment. The availability
of jobs is a crucial factor for the development of specific regions within a country, contributing to
the improvement of economic stability and the standard of living in these areas. Agriculture actively
stimulates the development of science and technology, including biotechnology, genetic research, the
development of fertilizers and pesticides, and new methods of soil cultivation, all of which help increase
productivity and improve crop quality. It plays a crucial role in ensuring global sustainable development,
as it is vital for the stable progress of humanity. For example, this may include the conservation of
natural resources and biodiversity, which can be achieved by reducing the use of chemicals and water
in crop rotation and adopting sustainable farming methods—one of the environmentally friendly
production techniques. Therefore, evaluating the current state of agricultural processing enterprises
and continuously investigating development directions is one of the main research objectives.

The purpose of the article is to determine the role played by enterprises operating in the agricultural
sector in Azerbaijan and engaged in the processing of agricultural products in the country’s economy,
to evaluate the current state of their activities and influencing factors. Additionally, the article aims
to justify the role of the state in the development of these enterprises, review the mechanisms of state
support, strengthen competitiveness for the expansion of their activities, investigate the directions for
expanding market opportunities, and provide recommendations on all of these aspects.

Research methods: grouping, generalization, systematic approach, development dynamics,
synthesis and analysis, comparative analysis, factor analysis, economic-statistical analysis
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Scientific innovation: The article justifies the need to reveal and evaluate the economic potential
of processing enterprises in the agricultural sector in Azerbaijan, with certain methodological principles
serving as the foundation. It emphasizes the need to increase the efficiency of utilizing economic
potential and develop a strategy for the development of processing enterprises, adopting a systematic
approach. It has been determined that the sustainable development strategy of the enterprises studied
aligns with the general development strategy of the industry, the region, and the country’s economy as
a whole.
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