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Abstract: This article presents analysis of the current situation of the gold mining industry of Azerbaijan. The analysis is performed a review
of the main individual problems of the country's gold mining industry. It is found that the gold for Azerbaijan is a priority and highly liquid
type of strategic minerals along with fuel and energy raw materials and some other important minerals.Also, it is noted that the gold mining
industry of Azerbaijan, as a young branch of the economy, has a promising future. And the study of innovation ways of development in this
industry is of particular importance for the republic.
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1. Introduction not taken
. into account
Development of the gold mining industry in Azerbaijan DeP‘f'ts \ 2%
contributes to the emergence of one of the most strategically 18"-\ Jewelry

important sectors of the republic's economy. Azerbaijan has a large
developed and prepared reserve base of gold, significant forecast
resources for expanded reproduction of reserves. According to the
indicators of the Ministry of Ecology and Natural Resources of
Azerbaijan, gold reserves in the country, taking into account all
discovered deposits, amount to 1,500-2,000 tons.

Today, when Azerbaijan is faced with the task of modernizing and
diversifying the national economy through the advanced

52%

investments
16%

development of the non-oil sector, the revival of the gold mining In(lj;f/try
industry entails the need for its development in market conditions. ’
Azerbaijani gold mining industry is improving every year, the ) o
standards of work are changing, new deposits are being developed, Fig. 1. Structure of world gold consumption, in % [4]
the latest equipment and technologies are being introduced, and a ) o . .
modern system of industrial, financial and trade relations is applied. Having a sufficient mineral resource base of gold means being the

At the same time to maintain the gold mining in the region with owner of gold reserves, which are on the balance of the central bank
the development of new industries and fields of activity requiresa O finance ministry and serve to stabilize the money supply,
set of technical, technological, institutional and organizational ~ Settlements with foreign countries and payments of public debt. As
innovation measures. Unsatisfactory level of scientific, innovative ~ Part of the country’s gold and foreign exchange reserve, gold is a
solutions developed for the needs of the gold mining industry  testament to the economic power of the state [5].
significantly complicate the increase in the competitiveness of this

industry. 10000 -
8133,5
2. Importance of the mineral resource base of gold in 8000 -
the modern economy of the republic has been 6000 -
determined.
o - ) 4000 - 24518243622711’—9
It is indicated that for Azerbaijan the presence of mineral resource 48, 1304
base of gold is extremely important in strengthening economic and 2000 %165,26256 6125
defense security, as well as ensuring the balanced development of 0 :
economic sectors.

Azerbaijan is one of the few countries in the world with sufficient Us, e/l‘a/ﬁralﬁ’u C/; W, Ve
reserves of gold, therefore, the efficient exploitation of its deposits KF majflly 1S /fgp/d]d ”hsr /
and the rational use of the mined metal determine the functioning
and development of the republic's economy. Although the Republic
of Azerbaijan cannot be attributed to the world leaders in gold

reserves, there are a number of deposits that are unique in terms of Fig. 2. Ten countries with the largest gold reserves in 2020, tons
volume on its territory [1].

Azerbaijan needs to strengthen its economic and defense security. Azerbaijan is also no exception - it is gradually replenishing its
The defense and space industry, industrial and civil construction,  gold reserves and intends to continue increasing. Share of pure gold
mechanical engineering and shipbuilding traditionally consume in Azerbaijan's strategic international reserves amounted to more

gold for the production of products of extremely high reliability. than 10% at the end of 2019

Gold as a metal has found wide application in such industries as

instrumentation, nuclear industry, medicine, electronics [2]. 3. Econometric assessment of the gold mining
Its role is also exceptional in the jewelry business. Thus, a . . . .

significant amount of gold is used to make dentures, coins and mdus'[ry_ of the republic showed th_at there is a hlgh

medals, jewelry, gilding, and more [3]. correlation between gold production and GDP in

Azerbaijan.

Since gold production in the mining industry as an economic
activity affects GDP growth, it is especially important to assess the
relationship  between these indicators and determine the
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development prospects. Here the model of correlation-regression to
assess the relationship between GDP, which is a key indicator of
economic well-being of society, and income from gold production
[6].

Table 1.Main indicators of the mining industry in

4. SWOT analysis of the gold mining industry of the
country revealed and indicated a set of necessary
strategic alternatives for the economic activities.

SWOT analysis characterizing the strengths and weaknesses of

Azerbaijan in 2009-2019 and GDP, in min AZN [7 the gold mining industry in Azerbaijan allowed formulate proposals
Investment in Volume of gold for overcoming threats and using the opportunities of the

Years fixed assets production GDP environment, in particular, the transition to innovative technological
2009 2088 882 356015 gtet\r/aetl:(t)i?/:]rf:stsl expanding the resource base, increasing investment
2010 2952 65,89 42465 '
2011 3244 70,85 52082 Table 2. SWOT analysis of the gold mining industry in Azerbaijan
2012 3857 66,22 54743,7
2013 5095,2 57,3 58182 Strengths (S) Opportunities (O)
2014 5947,9 59,48 59014,1 Rich mineral resource base of Discovery of new objects
2015 71451 85,63 54380 gold
2016 8576,7 121,94 | 604252 Great potential for growth in | Increase in production due to the
2017 8428,9 254,92 70135,1 the mineral resource base use of new extraction
2018 5702,3 240,98 79797,3 technologies
2019 5288,2 282,51 81681,0 Auvailability of a huge Increase in the share of ore gold

To conduct a regression analysis of the relationship between the
impact of total gold production on GDP in Azerbaijan in 2009-
2019, according to Table 1, a ready-made mathematical software
package EViews was used. To this end, gold production in the
mining industry as a causal factor is denoted as X, and GDP as an
effective factor is denoted as Y, and using the EViews-10 software
package, we obtained the following result based on the data in
Table 1.
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Fig. 3. Relationship between GDP and total gold production in the
mining industry in Azerbaijan [7]

As can be seen from the above, there is a high direct correlation
(Ryx = 0,82) between the Y and X variables on the Chadok scale
(0.7-0.9) [8]. Also, using the F-Fisher and Durbin-Watson (DW)
tests, it was proved that the regression equation as a whole is
statistically significant and the constructed model (1) is adequate.

If we calculate the coefficient of elasticity in accordance with the
coefficient of free variables in the relationship equation and
calculate the average values of the volume of GDP with a causal
factor for the periods under study, we get the following result. If we
calculate the coefficient of elasticity in accordance with the
coefficient of free variables in the relationship equation and
calculate the average values of the volume of GDP with a causal
factor for the periods under study, we get the following result.

axx 135,193x 74,37 _
Egpn = ¥ - W =0,170541 (1), where

a — coefficient of the dependent variable in the regression equation,

X — average free variable value

Y- average value of the dependent variable

According to the calculation, an increase in total gold production
by 1% in the mining industry of Azerbaijan leads to an increase in
GDP by 0.171%.

systematized database from the
Soviet times

Relatively low production cost

Improvement of the investment
climate in the industry

Weaknesses (W)

Threats (T)

The location of deposits in
remote and hard-to-reach
places, therefore, companies
need to purchase fuel, food,
overalls, spare parts and
components, equipment and

Late delivery of materials, fuel,
spare parts and components,
equipment and other resources.
And, accordingly, the increase in
prices for the resources
provided.

everything necessary for
production in advance.

Seasonality of work associated
with the location of enterprises
in regions with unfavorable
weather conditions

The need for preliminary
preparation for the production
season.

Deficit of qualified personnel Introduction of legal restrictions

Infrastructure restrictions Failure by the miners to fulfill

their ambitious investment plans

High capital intensity Facing environmental challenges
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Specificity of the gold mining industry has another important
feature related to the environment. Development of gold deposits
and their processing can be accompanied by significant
environmental degradation [9]. Gold mining, if the operating rules
are not followed, leads to water pollution, soil erosion and the
emission of greenhouse gases. The latest technologies that
contribute to the safe conduct of gold mining will play a huge role
in protecting the environment.

5. Conclusions

Gold plays a huge role in ensuring economic and defense security,
which Azerbaijan is in dire need of today. All products of such
strategic industries as defense, space, engineering, shipbuilding are
traditional consumers of gold, which requires the intensification of
the work of gold mining. Gold mining also creates demand for the
products of dozens of related industries, for example, mining
engineering, production of drilling and power equipment, etc. In
particular, gold for Azerbaijan is a priority and highly liquid type of
strategic minerals along with fuel and energy raw materials and
some other important minerals.

Interest of foreign investors in the gold deposits of the Republic of
Azerbaijan and their arrival in such a closed industry in 90s became
significant in the process of integrating the domestic gold mining
business into world economic processes.

Consequently, the development and pilot testing of various
options for innovative technologies for gold production is currently
an urgent topic for maintaining the gold mining industry in
Azerbaijan.
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