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Abstract

The aim of the study was to increase the effectiveness of foreign investments in Azerbaijan. In the conditions of global challenges, in the
conditions of the financial crisis observed in the world economy, the processes of specialization in international markets are increasing, preference
is given to the science-intensive model of the economy based on innovation and creating high added value. This, in turn, leads to a sharp increase in
competition at the global and regional level. In such conditions, any country should face the task of formulating a stable and sustainable development
strategy distinguished by its high competitiveness, productivity and efficiency. These tasks include improving the structure of the economy, creating
new areas of knowledge-intensive economic activity, protecting macroeconomic stability, improving the investment environment, eliminating
uneven development trends in regions, applying advanced and innovative technologies and experience, promoting the development of human
capital, and others. Taking into account the role of foreign investments in the realization of the above tasks and the economic development of the
country, the research conducted in this direction has a great practical significance. Attracting foreign investments is one of the priority areas of the
country's economic policy. Because this type of investment plays an important role in ensuring the import of advanced technologies, equipment and
know-how from abroad, updating the technological structure, revitalizing and increasing industrial production.

The advantages of foreign investments are that they allow not only to introduce technological innovations into the national economy, but
also to ensure sustainable development accompanied by the introduction of new knowledge and innovative management technologies. Creating
an investment potential capable of ensuring the country's economic development and stable high growth rates without actively attracting foreign
investments is the main problematic issue that urgently requires a solution. All these or other aspects indicate the relevance of the topic of the article.

The necessity of attracting foreign investments is justified in the article. The role of foreign investments in the economic development of the
country was studied and the state policy in this field was studied. In order to attract foreign investments, measures to stimulate them have been
defined. The current situation and growth dynamics of foreign investments were analyzed using the database of the State Statistics Committee in
Azerbaijan. The directions of attracting and improving foreign investments have been investigated. Recommendations regarding the attraction and
efficient use of foreign investments have been put forward.

The methodology of the research consists of grouping, generalization, comparison, development dynamics, factor analysis.

Conclusions. The main tasks set in the field of attracting foreign investments were determined, and the role of state policy in that field was
studied. All business entities interested in attracting foreign investments can benefit from those proposals.
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BHyTpimHsa mosituka AzepOaiixkany: MiIBUIIEHHNA e()eKTHBHOCTI
IHBECTHUIIIN
SAx'seBa Alinypa
Cymeaimcokuii oeprcaenuii ynigepcumem (Cymeaim, Azepoaiioxncan)

AHoTauis

Meroro pociaiKeHHs1 Oy0 BUBYUTH (aKTOPHU IiJBUIICHHS e(EKTUBHOCTI iHO3eMHHX 1HBECTHUILIN B A3epbaiimkan. B ymoBax rmobanbHux
BUKJIHKIB, B yMOBaX (DiHAHCOBOI KPH3H, IIO CIOCTEPIracThbCsl Y CBITOBiH €KOHOMII, ITOCHIIOIOTHCS IPOLECH CIIeliai3anii Ha MDKHApOIHUX
pHHKaX, TlepeBara HaIa€ThCsl HAYKOEMHII MOJIeITi eKOHOMIKH, sika 6a3y€eThCsl Ha IHHOBALISIX Ta CTBOPIOE BUCOKY JI0JIaHy BapTicTk. Le, y cBoro uepry,
MIPU3BOAUTD 10 PI3KOTO 3pOCTaHHS KOHKYPEHIIT Ha TNI00aIbHOMY Ta PEriOHANbHOMY PiBHAX. Y TaKHX YMOBaX mepe]| Oyab-sKOI0 KPaiHOK Ma€ CTOSTH
3aBJaHHs ()OpMyBaHHS CTaOUIBHOT Ta cTasoi cTparerii pO3BUTKY, IO BiIPI3HATUMETHCS BUCOKOIO KOHKYPEHTOCIIPOMOXKHICTIO, IPOIYKTUBHICTIO Ta
edextuHicTIO. Lli 3aB1aHHs BKIIOYAIOTH YIOCKOHATICHHS CTPYKTYPH €KOHOMIKH, CTBOPEHHST HOBUX chep HayKOMiCTKOT €KOHOMIYHOI AisUTBHOCTI,
3aXHCT MaKpPOSKOHOMIYHOI CTabIbHOCTI, HOKPANIEHHS iHBECTHIIIHHOTO CepeOBHIIa, YCYHSHHS TeHACHIIH HEepiBHOMIPHOTO PO3BUTKY PETiOHIB,
3aCTOCYBaHHI IEPEJOBHX Ta IHHOBAIIHHUX TEXHOJIOTIH 1 JOCBIY, CIIPUSIHHS PO3BUTKY JIFOACHKOIO KariTany Ta iHmi. BpaxoByioun posb iHO3eMHHX
iHBeCTHIIIT y peasti3alii BUIe3a3HAYCHHX 3aBaHb Ta CKOHOMIYHOMY PO3BUTKY KpaiHH, JOCITIIKEHHS, 110 IPOBOATHCS B IbOMY HAIPSIMKY, MAIOTh
BEJIMKE NPAKTHYHE 3HAYCHHs. 3aTydeHHs iHO3EMHMX IHBECTHIIIH € OHUM i3 MPIOPUTETHNX HAPSIMKIB CKOHOMIYHOI ONITUKK KpaiHu. OCKiTbKH
Liei BUJ] IHBECTYBaHHS BiJlirpae BaXIIMBY POjib Y 3a0e3MeueHH] IMIOPTY MepeJOBUX TEXHOJIOTi|, 00JIaJHaHHS Ta HOY-Xay 3-3a KOPIOHY, OHOBJICHHI
TEXHOJIOTTYHOI CTPYKTYpH, BiIPOUKEHHI Ta 30UIbIIEHH] IPOMUCIOBOTO BUPOOHUIITBA.

[NepeBaru iHO3eMHHUX IHBECTHLI{T MTOIATAIOTH Y TOMY, 1[0 BOHH JJO3BOJISIIOTH HE JIHIIC BIIPOBA/KYBATH TEXHOIOTTYHI IHHOBALI] B HAL[IOHAJIBHY
EKOHOMIKY, a if 3a0e31edyBary CTaluii PO3BUTOK, 10 CYHPOBOUKYETHCS BIPOBA/DKEHHSIM HOBUX 3HAHB Ta IHHOBALIHNUX TEXHOJIOTIH yIPABIiHHSL.
CTBOpEHHS IHBECTUIIHOTO TOTEHINiaNly, 3/[aTHOTO 3a0e3MeYNTH CKOHOMIYHMI PO3BUTOK KpaiHM Ta CTabiIbHO BHCOKI TeMIHM 3pOCTaHHsA Oe3
AKTMBHOTO 3aJly4CHHS iHO3EMHHUX IHBECTHLIIH, € OCHOBHIM TPOOJIEMHUM ITUTAHHSAM, SIKE HaraabHO MoTpeOye BupieHHs. Bei 1i uu iHIi acnekTu
CBiUaTh PO AKTYAJbHICTh TEMH CTATTI.

VY crarTi 00rpyHTOBaHO HEOOXITHICTh 38Ty YE€HHS IHO3eMHUX 1HBECTHUILIH. J[0CiPKEeHO PO IHO3EMHMX IHBECTHILIN B EKOHOMIYHOMY PO3BUTKY
KpaiHU Ta JOCIIPKEHO JepiKaBHY MOJITUKY B Wit cepi. 3 METOIO 3aTydeHHs iHO3eMHHX iHBECTHIIIH BH3HAYCHO 3aXONHU MO0 iX CTUMYIIIOBAHHS.
3 BUKOpPHCTAHHAM 0a3u HaHuX Jlep)kaBHOrO KOMITETy CTaTUCTHKU A3epOaii/pkaHy MpoaHai30BaHO MOTOYHY CHUTYAIil0 Ta JMHAMIKY 3pOCTaHHS
iHO3EMHHUX 1HBECTHILIH. JI0CiIKEHO HAPSIMKHY 3aJTy4EeHHS Ta BIOCKOHAJICHHsI IHO3eMHUX iHBecTuIii. HamaHo pekomMeHaarlii o0 3anyueHHs Ta
e(eKTHBHOTO BUKOPUCTAHHS IHO3EMHHX 1HBECTHIIIH.

MeToauka 10CIi/IZKeHHS CKIIQIA€ThCs 3 TPYITYBaHHS, y3araJbHEHHS, HOPIBHAHHS, IMHAMIKY PO3BUTKY, (PaKTOPHOTO aHaizy.

BucHoBkH. BuzHaueHO OCHOBHI 3aBIaHHS, IOCTaBICH] y cepi 3aIydeHHs iIHO3eMHHX IHBECTHIIIH, TOCITIIKEHO POIIb JePKABHOI OTITHKY Y
it cepi. Llumu npono3uisiMu MOXKyTh CKOPUCTATUCS BCI CY0’€KTH TOCIIOIAPIOBAHHS, 3alliKaBJICH] Y 3aJIy4eHHI IHO3€MHHX 1HBECTHIIIH.

Knro4oBi cnoBa: inosemni inBectuuii, JiepyKaBHa TIOJIITHKA, PO3BUTOK, HalliOHAIbHA €KOHOMIKa, IHHOBAIlii, BUPOOHUIITBO
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Introduction.

It is known that meeting the growing socioeconomic
needs of society members requires the full and efficient
use of existing production potential as an important
task. From this point of view, the role and importance of
investments in the life of the society is extremely high.
Improving macroeconomic indicators in the country
requires increasing the role and importance of leading
sectors, especially service sectors, in the structure of
GDP. In this regard, the increase of foreign investments
in the republic and its regulation by the state, ensuring
the necessary proportions in the development of separate
areas of the economy are of great scientific and practical
importance.

On the one hand, it is intended to increase the export
potential of the country based on the attraction of foreign
investments, and on the other hand, to further expand
foreign economic relations here. From this point of
view, the "Contract of the Century" signed on September
20, 1994, has great socioeconomic significance. The
conclusion of this agreement, named "Contract of the
Century" in the international world, is regarded as a
historical event in the life of the independent Republic
of Azerbaijan.

Formulation of the problem.

It is known that investment activity in the sphere
of production and service is regulated according to the
Law of the Republic of Azerbaijan dated 1995 "On
Investment Activity". In that law, the role of the state as
a defender of the rights of all investors, regardless of the
form of ownership, is specially emphasized. However,
state bodies and officials are not allowed to interfere
with the investment activities defined by the existing
legislation. Therefore, investors, being completely free
in their goals and activities, prefer to invest in service
sphere enterprises, which are one of the most efficient
and promising areas in the republic.

It should be noted that the favorable political,
economic and legal conditions created in the republic have
led to a significant increase in the volume of investments,
which are considered an important indicator of economic
recovery. Studies show that there is a dynamic and
rapid growth rate in investments. On a positive note, it
should be noted that domestic and foreign investments
in the non-oil sector in the republic are increasing at a
high rate. At the same time, the scale of investments
made by foreign companies is expanding. The Law of
the Republic of Azerbaijan "On Protection of Foreign
Investments" dated 1995 opens wide perspectives in
the direction of strengthening the investment activity of
service sphere enterprises. That is why, in the modern
era, when domestic and foreign investment activities are
expanding in the country, the regulatory role and function
of the state is increasing.

The formation of the market economy in Azerbaijan
and its rapid development in a short period of time
has placed important demands on its management.
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Management, as is known, is based on the relevant
information base. The main part of the information
required for business management is formed through
accounting and reporting. That information is the
basis for making management and financial decisions
in enterprises and companies. What has been said
also applies to information on internal and external
investments. It is necessary to form the required volume
and reliable information in order to make objective and
justified decisions based on the mentioned and other
indicators. Since the requirements for the quantity and
quality of information change in different periods, it
becomes an objective necessity to constantly renew and
improve the accounting and reporting system that forms it.
In this regard, noticeable methodological and methodical
changes have been made in the accounting and reporting
of investments, as well as in the organization of economic
analysis, as well as the accounting and reporting system
as a whole in the conditions of the market economy.
However, those changes do not fully take into account the
processes of globalization and integration in the economy
and cannot be a convenient means of "communication"
for the country's enterprises and companies to enter the
international commodity and capital market, to enter into
contact with foreign companies. Overall, research shows
that the analysis of investments in the service sector
differs significantly from international standards and
regulations. As a result, the analysis of investments based
on the information formed by that system does not allow
obtaining information that meets the requirements of
management. The theory, methodology and methodology
of accounting and analysis must meet the requirements
of providing quality information about the investment
activity of each enterprise to all users that meets certain
criteria. In order to implement those requirements, it is
important to investigate and clarify the economic essence
and content of the enterprise's investment activity on a
new conceptual basis. The relevance of the comprehensive
study and solution of the above-mentioned issues also
determines the importance of the current scientific
research work.

Main part.

The main goal of the work is to study the existing
theoretical-methodological and practical aspects of the
analysis of investment activity in the service sphere. In
accordance with the stated purpose, the following tasks
are defined in front of the article:

- researching the conceptual basis of the formation
of the accounting and reporting system of investment
activity in the country;

- investigation and clarification of the essence and
content of investments;

- assessment of the classification used for the
analysis of investment in the service sphere in terms of
the requirements of information users;

- development of a package of specific proposals in
the field of creating an analysis methodology that can
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form information that enables management and financial
decisions to be made about foreign and domestic
investments;

- analysis and evaluation of investment activity using
various methods and indicators system;

- providing suggestions on improving the
methodology of investment activity analysis and the
system of indicators in the service sphere.

State investment policy is directed on the formation
of an enabling environment which promoting the
involvement and the increasing of the efficiency of
investment resources in the development of the economy
and social sphere. In the process of developing the
investment policy it is necessary to take into account
the experience of the economically developed countries
of the world, but it is obligatory to adapt of foreign
provisions to national conditions.

The investment process has begun from 20 September
1994, with the signing of the "Contract of the Century",
which imply a partnership with foreign companies on
development of "Azeri-Chirag-Guneshli". Since then,
have been signed the new oil contracts, for execution of
contracting in Azerbaijan, which attracted more than 400
companies. It was implemented the price liberalization,
formed a monetary and tax and customs legal frameworks,
has been created a favorable environment for business
development and attracting foreign investment. The
political and economic stability is very important for
the economy of the country, for investment and business
climate. Unlike other countries, reforms implemented in
Azerbaijan are systematic, continuity and regularity, also
the investment attractiveness of the country is increasing,
economy adapts to world realities and the improves
business climate. Investment activity in Azerbaijan is
regulated with "The Law on Investment Activities"
(adopted on 13.01.1995) and the "Law on the Protection
of Foreign Investments" (15.01.1992). These laws
define the inviolability of property, protect the rights and
interests of investors, create the same working conditions
for local and foreign entrepreneurs, unimpeded using of
the profits received, thereby creating a legal framework
(Abbasova, & Ismayilova, 2017).

Attracting investments plays a special role in
ensuring the sustainable and balanced development
of Azerbaijan for a long period. One of the main tasks
ahead is to improve the investment climate in the country
in order to ensure the required volume and quality of
investments. For this purpose, measures aimed at the
following directions will be continued:

- protection of personal property and improvement of
corporate governance;

- creating a more favorable competitive environment
for all investors, regardless of the form of ownership;

- increasing the role of the state in order to ensure a
stable legal and regulatory regime;

- further improvement of the legal and regulatory
framework of investment activities;
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- improving the information system for investors
about enterprises for the purpose of selection and analysis
of investment objects;

- increasing support for the development of modern
institutional infrastructure that ensures the effective
transformation of deposits into investments;

- improving the information provision of business,
bringing accounting and statistics in line with international
standards.

The main directions of the public investment
policy in the country are:

- adaptation of investment projects to the goals and
priorities of socio-economic development defined by
medium and long-term state programs and Strategic Road
Maps;

- the orientation of investment to the development of
non-oil sector and regions;

- prioritization of regional investment policy in
accordance with modern development trends;

- strengthening the social direction of investment
activity in the country, ensuring the priority of investments
in human capital and infrastructure;

- ensuring the economic security of the country;

- giving priority to production areas based on
nanotechnologies and aimed at reducing the amount of
carbon compounds emissions into the atmosphere when
prioritizing public investment;

- the orientation of state investment to science-
intensive projects;

- increasing defense capability of the state (Blank,
2001).

One of the types of foreign investment is foreign direct
investment. They can be in different forms: payment of
membership fees by the investor to the authorized capital
of enterprises, issuance of corporate loans, equipping part
of'the company's shares, equipping it with technology and
technology, etc. Investments in the oil industry, as well
as joint ventures and enterprises with foreign capital, can
be considered direct investment. Direct investments for
1995-2014 were directed to the oil industry 52.5 billion
dollars, and joint ventures and enterprises with foreign
capital of 8.7 billion US dollars. Thus, the bulk of foreign
investment invested in the economy of Azerbaijan is
financial loans and direct investment. The main investors
investing in Azerbaijan are Turkey, Great Britain, the
USA, Japan, the Netherlands. It should be noted that,
since 2006, after putting into operation the international
oil pipeline "Baku-Tbilisi-Jeyhan" and the gas pipeline
"Baku-Arzurum" the gross domestic product increased
for 5.7 times. Over the past 15 years, the amount of
investment invested in the Azerbaijani economy exceeds
$ 180 billion. Most of this amount is internal investment.
Today Azerbaijan is a country investing large investments
far beyond its borders. At the same time, Azerbaijan
becomes a lender from the borrower. Thus, the conducted
analysis shows that the economic situation in Azerbaijan
is favorable, the ground for attracting financial resources
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to the economy of the country (Official web page of
Azerbaijan President, 2017).

In a market economy the resource support for the
modernization of industries, the economy is impossible
without attracting private capital. Consequently, one of the
objectives of the state's investment policy is the formation
of a system of measures, stimulating entreprencurs
to actively participate in the investment of all high-
tech projects. As noted in the Concept of Development
"Azerbaijan-2020: Look into the Future" - along with
the development of traditional manufacturing industries
of the non-oil industry and the expansion of their export
opportunities, will be supported the new competitive
manufacturing industries. Stimulating mechanisms will
be used to intensify attraction of domestic and foreign
investments to the non-oil sector of the country (Official
web page of the Azerbaijan President, 2017).

Azerbaijan’s natural competitive advantages are
based on 4 major factor resources, such as oil and gas
resources and ability for their development, [Pashayev
F., 2006] strategic geographical location at the crossroads
in the heart of Eurasian continent, (UNCTAD report,
2011) diversified and favorable climate for agribusiness,
(Martins Priede, 2012) rich history and culture. These
factors have been inherited, and before re-gaining
independence in 1991 never used properly for nations
benefit. Initial competitive advantage derived from
Azerbaijan’s geographical location and natural [oil and
gas] resources was supported by the Government’s trade
and investment policies.

The World Investment Report 2011 introduced
by United Nations Trade and Development Agency is
entitled “Non-equity modes of international production
and development” and specifically analysis important
role of non-equity forms of cooperation and MNE
penetration. Currently new, non-equity forms of MNE
penetration are playing important role in Azerbaijani
economic development. Together with 100% control
and joint ventures, licensing, management contracts,
franchising, became popular in Azerbaijan. This is mainly
derived from globalization and growing attractiveness of
Azerbaijani economy (Pashayev, 2006).

Another interesting phenomenon of the recent
years is growing Azerbaijani investment abroad. Large
investment in energy sectors of Turkey and Georgia
could be good examples. That can be explained by the
fact that Azerbaijani market Investment policies and
competitiveness of Azerbaijani economy 26 is too
small and foreign markets are attractive, especially
due to global financial crisis and economic slowdown.
Diversification of Azerbaijani economy will require
development of human resources. To provide industrial
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workforce, Azerbaijan started to modernize its education
system. It would be advisable to look at the experience
of some other successful countries, such as Singapore for
example, which since 1960s started to make emphasis
on technical vocational education. Government of
Azerbaijan already started paying attention to industrial
development. In Sumgait, city near capital Baku industrial
site has emerged. This industry will definitely need trained
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elements for industrial development. Italy can be helpful
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The scientific novelty of the research consists of
the following:

- problems of investment classification and analysis
were studied based on the principle of a complex
approach;

- the methodology and system of indicators for the
analysis of investment activities according to international
theoretical and methodological principles and practice
have been defined.

Conclusions.

During last two decades Azerbaijan made
remarkable achievements in developing its statehood
and economy. Despite the difficult political environment,
the Government was able to conduct rational policies
and attracted foreign investment in oil and gas sector
that became engine of development. Country’s current
economic policies and strategies aimed at lessening
of dependence on mineral sector through policies of
diversification, development if regions and growth of
business and employment in non-oil sector. Domestic
investments in industrial development, infrastructure and
education, could ensure sustainable economic growth,
especially in non-oil sector of economy. State will play
important role in creation of favorable investment climate,
pursuing structural reforms, maintaining macroeconomic
stability, negotiating beneficial conditions for accession
to WTO and diversification of economy.
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