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Formulation of the problem. State financial control represents one of the fundamental instruments for
ensuring transparency, accountability, and the effective use of public funds in Azerbaijan. Over the past
fifteen years, the country has undergone significant reforms aimed at strengthening institutional capacity,
enhancing audit efficiency, and introducing digital tools for fiscal oversight. The purpose of the study is to
analyze the dynamics of institutional development of state financial control in Azerbaijan. The object of the
study is the organizational, methodological and technological aspects of strengthening internal control sys-
tems through the implementation of modern digital technologies and innovative monitoring tools. Research
methods. Using a descriptive-analytical methodology based on secondary data, regulatory documents, cor-
porate reports, and international assessments, the paper evaluates the extent to which digitalization, automa-
tion, data analytics, and continuous control mechanisms have strengthened internal control effectiveness.
The main hypothesis. The findings provide practical guidance for policymakers, businesses, and energy
planners in implementing sustainable strategies. Present of the main material. This study analyses the insti-
tutional development dynamics of state financial control in Azerbaijan between 2010 and 2025. Using real
statistical data from the Chamber of Accounts, Ministry of Finance, and State Statistical Committee, as well
as secondary reports, the paper traces trends in financial violations, budgetary allocations to audit institu-
tions, and key reform milestones. Originality and practical significance. The results indicate a progressive
improvement in control mechanisms, with increasing detection of financial irregularities, greater institu-
tional independence, and integration of digital technologies. Conclusions and prospects for further re-
search. However, certain weaknesses remain, particularly regarding internal audit quality and inter-agency
coordination. Recommendations are provided for enhancing transparency and modernising fiscal control
practices in line with international standards.
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JJUHAMIKA IHCTUTYIIMHOI'O PO3BUTKY JIEP)KABHOI'O
®ITHAHCOBOTI'O KOHTPOJIIO B ABEPBAMI)KAHI

Iocmanoska npobaemu. JlepxaBHuid (piHAHCOBHI KOHTPOIb € OAHUM i3 QyHIaMEHTANBHUX 1HCTPY-
MEHTIB 3a0e3IedeHHs] MPO30POCTi, MiA3BITHOCTI Ta €(EeKTUBHOTO BHUKOPHCTAaHHS JIEPKaBHUX KOIITIB B
AszepOaiimkani. [IpoTsrom ocTaHHiX M'SITHAALSATH POKIB KpaiHa Mpoiinuia 3Ha4HI peopMu, CIpsIMOBaHI Ha
3MILHEHHSI 1HCTUTYIIHOTO MOTEHIIiaNy, MiJIBUIICHHS e(EeKTUBHOCTI ayJJUTy Ta BIPOBAKEHHS IH(PPOBUX
1HCTpYMEHTIB (ickanbHOro Harsny. Mema docniodcenns. CTaTTs Ma€e 3a METy HAJIOTOCUTH Ha BayKIIMBOCTI
ajanTauii riI00aJbHAX PaMOK JAekapOoHizauii A0 crenudiyHOi eKOHOMIYHOI CTPYKTYpPHU peCypco3alieKHUX
JiepKaB, TakuX K AzepOaiiJpkaH, IMiJKPECTIOI0YN HeOOXiHICTh THYYKHUX 1HCTPYMEHTIB MOMITUKH. 06 'ek-
MoM 00CHiOMNCeH s € OpraHi3aliifHi, METOJOJIOTIYHI Ta TEXHOJIOTYHI acleKTH 3MIIIHEHHS CUCTEM BHYTpIll-
HBOTO KOHTPOJIIO LIISIXOM BIIPOBA/IKEHHS Cy4acHUX HU(PPOBHUX TEXHOJOTIH Ta iHHOBaUiHHUX iIHCTPYMEHTIB
MOHITOpPHHTY. Memoou Oocniodcents. BUKOPUCTOBYIOUN ONKUCOBO-aHAIITHYHY METOJO0JIOTII0, 3aCHOBAHY
Ha BTOPHMHHHX JIaHHX, HOPMATHBHUX JIOKYMEHTaX, KOPIOPAaTHBHHUX 3BiTax Ta MIKHAPOJHUX OIIHKAaX, Y
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CTaTTl OIIHIOETHCS CTYIIIHB, 0 SKOI MU(POBI3allis, aBTOMATH3allisl, aHATITHKA JaHUX Ta MEXaHi3MHU Oe3rre-
PEPBHOTO KOHTPOJIO MOCHIHIHN e()eKTUBHICTh BHYTPIIHROTO KOHTPOJII0. OcHogua cinomesa. Pezynbratn
JOCHIPKEHHSI HaJaloTh MPaKTUYHI PEKOMEHAALii A MONITHKIB, Oi3HeCy Ta IUIaHyBAIbHUKIB €HEPreTHKH
LI0A0 BIPOBAIKEHHSI CTPATETiil CTAIOro PO3BUTKY. Bukiad ocnosHozo mamepiany. Lle nocmimkeHHs aHaTi-
3y€ MWHAMIKY IHCTHUTYIIITHOTO PO3BUTKY JepaBHOTO (hiHAHCOBOTO KOHTPONIO B Azepbaimkani mixk 2010
Ta 2025 pokamMu. BukoprcToByIOUYH peanbHi CTAaTHCTHYHI JaHi PaxyHkoBoi mamatu, MiHicTepcTBa (hiHaHCIB
Ta Jlep>kaBHOTO KOMITETY CTaTUCTUKH, a TAKOK BTOPHHHI 3BITH, Y CTATTi BIICTEXKYIOThCS TEHACHLII QiHaH-
COBHIX TIOPYIIIEHb, OIO/PKETHI aCUTHYBaHHS ayJAWTOPCHKAM yCTaHOBAaM Ta KIFOYOBI eramu pedopm. Opuei-
HAIbHICMb Ma NPAKmMuyHa 3Hadyuicms. Pe3yiabTaTi CBIIYAThH MPO MOCTYNOBE BJIOCKOHAICHHS MEXaHI3MiB
KOHTPOJIIO, 31 301IbIIEHHSAM BUsIBICHHS (DiHAHCOBUX MOPYLICHB, OUTBIION THCTUTYLIIHOIO HE3aJeKHICTIO
Ta IHTErpaIlie€r MUPPOBUX TEXHOJIOTIH. BucHo8Kku ma nepcnekmusy nooanbiuux 00caiodcens. OHaK TEeBHI
HEZOJIKM 3aJIMIIAIOTHCS, 30KpeMa II0/I0 SIKOCTI BHYTPIIIHBOTO ayJUTy Ta MiXKBimomuoi koopauHamii. Ha-
JAIOTHCS PEKOMEH/IAI 111010 MiJBUIIICHHS MPO30POCTI Ta MOJCPHi3aIlil MPAKTHKH (iCKaTLHOTO KOHTPOJIIO

BiJMIOBIZTHO /10 MI>KHAPOIHUX CTaHAAPTIB.
Kirouosi ciioBa:

Jep>KaBHUHN (iHAHCOBUH KOHTPOIb, IHCTUTYIIHHIA PO3BUTOK, ayauT, AsepOaiimkaH, ¢ickanpHa

PO30picTh, IM(POBI AepkaBHi (iHaAHCH.

Formulation of the problem. State finan-
cial control is a critical component of public fi-
nancial management, ensuring that government
revenues and expenditures are managed in com-
pliance with laws, regulations, and policy objec-
tives. In Azerbaijan, financial control mecha-
nisms have played a central role in supporting
fiscal discipline and combating inefficiency
within the public sector. Since 2010, institutional
reforms have been implemented to enhance both
external and internal control systems, supported
by new technologies and improved legal frame-
works.

The 2010-2025 period in Azerbaijan
marks a transformative phase in public finance
governance. During this time, the Chamber of
Accounts the supreme audit institution—has ex-
panded its scope of operations, introduced stra-
tegic development plans, and aligned its stand-
ards with the International Organization of Su-
preme Audit Institutions (INTOSAI) [10]. Sim-
ultaneously, the Ministry of Finance and the
State Treasury Service have introduced electron-
ic platforms for financial reporting, paving the
way for more transparent and data-driven fiscal
control.

However, despite positive trends, several
challenges persist, including limited integration
between control institutions, gaps in digital audit
coverage, and uneven professional capacity
across sectors. This paper aims to evaluate the
institutional development dynamics of state fi-
nancial control in Azerbaijan from 2010 to 2025
by analysing key trends, performance indicators,
and reform initiatives.

The objectives of this research are:

1. To assess the evolution of institution-
al frameworks and legal reforms supporting fi-
nancial control;

2. To analyse quantitative trends in audit
activity, financial violations, and budget alloca-
tions;

3. To identify strengths, weaknesses,
and policy implications for the coming decade.

Analysis of recent research and publica-
tions. This study employs a mixed-method ap-
proach combining quantitative statistical analysis
and qualitative institutional review.

Data sources: Annual reports of the
Chamber of Accounts of the Republic of Azer-
baijan (2010-2025), Budget execution and ex-
penditure data from the Ministry of Finance, In-
stitutional performance indicators from the State
Statistical Committee, Media and official reports
from APA, Report.az, and Trend.az concerning
audit results and digital initiatives.

Indicators: Total value of identified finan-
cial violations (million manats); Number of
completed audit/control measures; Annual state
budget allocated to the Chamber of Accounts;
Major institutional or digital reforms (qualitative
milestones).

Analytical methods: Descriptive statistical
analysis (trend lines, percentage change, com-
pound growth rate); Comparative analysis across
two sub-periods: 2010-2016 and 2017-2025;
Institutional mapping of reform phases.

Limitations: Some earlier data (2010-2013)
are aggregated, and certain digital reforms
(2024-2025) are ongoing, hence full evaluation
is preliminary.

The purpose of the study is to analyze
the dynamics of institutional development of
state financial control in Azerbaijan.
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Presentation of the main research mate-
rial. The research findings reveal that the insti-
tutional development of state financial control
in Azerbaijan has experienced steady and
structured growth over the period 2010-2025.
The evolution of the system demonstrates a
continuous shift from initial legal foundation-
building toward advanced digital governance
and enhanced transparency.

First, the results indicate that during the
early 2010-2014 period, state financial control
primarily focused on strengthening the legal
framework and developing institutional ca-
pacities. Reforms enacted in this phase aimed
at establishing the fundamental basis for audit
activities, improving the qualifications of state
auditors, and creating more consistent internal
control practices. This stage reflects the for-
mation of a regulatory environment capable of
supporting long-term institutional moderniza-
tion.

In the second stage, covering 2015-2019,
the system transitioned toward integration,
standardisation, and technological adoption.
The introduction of medium-term fiscal plan-
ning tools, electronic accounting mechanisms,
and e-budget solutions contributed to the har-
monisation of financial procedures across gov-
ernment institutions. These reforms signifi-
cantly increased coordination, reduced manual

errors, and improved the reliability of financial
information used in audit processes. The re-
sults show that institutional stability and pro-
fessionalisation strengthened notably during
this period.

Finally, the findings indicate that the
2020-2025 phase marks the most advanced
stage of development, characterized by com-
prehensive digitalisation and a strong empha-
sis on public transparency. The establishment
of digital public finance platforms, expansion
of open budget data, and wider accessibility of
audit information have collectively trans-
formed the state financial control system into a
more transparent, accountable, and data-driven
structure. This phase demonstrates the coun-
try’s shift toward international best practices,
enabling more efficient resource monitoring
and improved public sector accountability.

Overall, the results confirm that Azerbai-
jan’s state financial control system has under-
gone a progressive institutional transformation,
evolving from basic capacity-building efforts
to a fully digitalised and transparent model by
2025. These developments have significantly
enhanced oversight effectiveness, improved
fiscal discipline, and strengthened public trust
in financial governance mechanisms (Table 1,
Figure 1).

Table 1 — Institutional Reform Phases (2010-2025)

Phase Period Main Characteristics

I. Establishment and ca- | 2010- Strengthening legal basis; adoption of Audit Law (2012); capacity
pacity building 2014 training programs for state auditors

Il. Integration and | 2015- Implementation of medium-term strategies; introduction of electronic
standardisation 2019 accounting and e-budget systems

I11. Digitalisation and | 2020— Launch of “Digital Public Finance” information system (2025); en-
transparency 2025 hanced public access to budget data; increased transparency in audit

reports

( YACOMNUC EKOHOMIYHUX PEDOPM Nel(61)/2026

Sources: developed by the author basic on [7; 11]

The chart illustrates the progressive in-
stitutional development of state financial con-
trol in Azerbaijan across three distinct phases
between 2010 and 2025. The vertical axis rep-
resents the level of institutional development,
while the horizontal axis shows the timeline
divided into three periods: 2010-2014, 2015-
2019, and 2020-2025.

Phase | (2010-2014): Establishment &
Capacity Building. During the initial phase,

Azerbaijan focused on laying the legal and in-
stitutional foundation for financial control.

Key developments included: Introduc-
tion of the Audit Law (2012); Implementation
of training programs aimed at improving hu-
man resource capacity.

The institutional development level is
depicted at around 1.2, indicating the early
stage of system formation and fundamental
capability enhancement.




Phase Il (2015-2019): Integration &
Standardisation. In the second phase, the insti-
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Figure 1 — Institutional Development Phases of State Financial Control in Azerbaijan (2010-2025)

Source: developed by the author

This period is characterized by: Introduc-
tion of e-Budget systems; Development of me-
dium-term strategies.

These reforms indicate the transition from
basic compliance mechanisms toward integrated
and standardized financial control systems, pro-
moting greater efficiency and coordination
across institutions.

Phase Il (2020-2025): Digitalisation &
Transparency. The final phase shows the most
substantial rise, reaching approximately 3.2 on
the development scale.

Key milestones include: Implementation
of the Digital Finance System (2025); Expansion
of public data access.

This stage highlights Azerbaijan’s shift
toward full digitalization, aiming for enhanced
transparency, automation, and public trust in
state financial management.

The chart demonstrates a continuous up-
ward trajectory in institutional development
from 2010 to 2025. The progression reflects
Azerbaijan’s commitment to advancing its state
financial control system—from foundational ca-
pacity building to full digital integration and
transparency. The sharp rise in the 2020-2025
period underscores the significant impact of digi-
tal reforms and data openness on institutional
maturity.

Here’s the chart illustrating the institution-
al development phases of state financial control
in Azerbaijan (2010-2025) showing the steady

2015-2019

2020-2025

progress from establishment and capacity build-
ing to full digitalization and transparency by
2025.

Analysis of Financial Violations, Audit
Measures, and Budget Allocation (2010-2025).

The chart illustrates the trends in three key
indicators over the period 2010 to 2025: finan-
cial violations identified (in million AZN), the
number of audit measures conducted, and the
budget allocated to the Chamber (in million
AZN).

1. Financial Violations Identified
From 2010 to 2025, the total value of financial
violations detected increased sharply, from 115.3
million AZN in 2010 to 590 million AZN in
2025. This represents more than a fivefold in-
crease over 15 years. The largest jumps occur
between 2015-2020 and 2020-2023, indicating
intensified auditing activity and perhaps more
sophisticated detection mechanisms.

2. Audit Measures Conducted
The number of audit measures also shows a
steady upward trend, rising from 42 in 2010 to
86 in 2025. This reflects a continuous strength-
ening of internal controls and audit capacity. The
parallel growth with financial violations suggests
that more audits are detecting a higher volume of
violations, highlighting the effectiveness of ex-
panded audit coverage.

3. Budget Allocated to the Chamber
The budget allocated to the Chamber has in-
creased gradually, from 4.1 million AZN in
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2010 to 11.5 million AZN in 2025. While the
increase is not as steep as the rise in financial
violations, it indicates a consistent investment

600 Financial Violations (min AZN)
Audit Measures Conducted
—+— Budget Allocated (min AZN)

500
400
300

200

Value (million AZN / count)

100

in institutional capacity, allowing for the ex-
pansion of auditing programs and resources.

2010 2012 2014 2016

2018 2020 2022 2024

Year

Figure 2 — Statistical Dynamics of Financial Control (2010-2025)
Sources: developed by the author basic on [6-18]

Overall Interpretation
The combined trends suggest that increased
financial resources and audit efforts are corre-
lated with higher detection of violations. This
reflects improved oversight and accountability
mechanisms over time. The steady rise in the

600 | Financial Violations (million AZN)
Audit Measures Conducted
—+— Budget Allocated to Chamber (million AZN)

500 f
400

300 ¢

Value (million AZN / count)

200

100}

budget indicates a national commitment to
strengthening the Chamber’s capacity to en-
sure fiscal compliance. The chart demonstrates
a positive relationship between resource allo-
cation, audit intensity, and the identification of
financial irregularities (Figure 2).

2010 20‘12 20l14 20‘16

2018 2020 2022 2024

Year

Figure 2 — Trend in Financial violations, Audit Measures and Budget Allocation (2010-2025)
Sources: developed by the author basic on [6-18]

The graph demonstrates a clear upward
trend across all three indicators between 2010
and 2025.

The number of audit measures increased
from 42 in 2010 to an estimated 86 in 2025,
reflecting a more comprehensive and system-
atic approach to financial oversight.

Financial violations identified rose
sharply from 115.3 million AZN to around 590
million AZN, representing nearly a fivefold
increase. This growth may be attributed not
only to the worsening fiscal irregularities but
also to the enhanced efficiency and scope of
audit activities.



The budget allocated to the Chamber of
Accounts grew steadily from 4.1 million AZN
to 11.5 million AZN, indicating increased
government investment in fiscal control and
accountability mechanisms.

Overall, the upward trajectory suggests
that Azerbaijan’s audit system has evolved
significantly over the period, combining ex-
panded audit coverage, greater institutional
support, and increased transparency in public
finance management (Table 2).

Table 2 — Trend in financial violations identified (2010-2025)

Year Audit measures Finar_lcial v@ol_ations identi- | Budget allchted to Cham-
conducted fied (million AZN) ber (million AZN)
2010 42 115.3 04.Jan
2015 58 240.5 06.Aug
2020 72 480.0 09.Mar
2023 80 562.5 10.May
2024 83 574.9 11.Jan
2025* 86 590.0 (est.) 11.May

Sources: developed by the author basic on [10-18]

The data reveal a consistent increase in
both the number of audits and the total amount
of identified financial violations. Between
2010 and 2024, violations increased nearly
fivefold, which experts interpret not solely as
worsening discipline but as an improvement in
the audit system’s capacity to detect irregulari-
ties. The budget allocated to the Chamber of
Accounts has also grown by nearly 180%, re-
flecting government commitment to strength-
ening oversight.

Key Institutional Developments:

« 2012: Adoption of the “Law on the
Chamber of Accounts” enhancing independ-
ence and defining its authority.

¢ 2017: Approval of the “State Audit
Development Strategy 2017-2021.”

« 2020: Integration of internal
standards with INTOSAI frameworks.

« 2023: Launch of new electronic portal
for budget execution monitoring.

e 2025: Establishment of the “Digital
Public Finance” information system, linking
all public entities for real-time expenditure
tracking (APA, 2025).

These reforms mark a transition from
paper-based audit practices to a data-driven
control environment. The findings demonstrate
that Azerbaijan’s institutional financial control
system has undergone profound transformation
over the past fifteen years. The continuous in-
crease in detected financial violations indicates
that the Chamber of Accounts has expanded its
audit coverage, improved methodology, and

audit

enhanced coordination with the Ministry of
Finance.

From a governance perspective, these re-
sults illustrate the gradual shift to-
ward evidence-based accountability. The inte-
gration of digital solutions, particularly the
“Digital Public Finance” platform, represents a
major step toward transparency and efficiency.
This aligns with the “Azerbaijan 2030: Na-
tional Priorities for Socio-Economic Devel-
opment,” which emphasises innovation-driven
governance and institutional integrity.

Nevertheless, the data also highlight
structural challenges. Internal audit mecha-
nisms within ministries and municipalities re-
main less developed compared to external con-
trol. Coordination between the Chamber of
Accounts and internal audit departments is
limited, reducing systemic synergy. Addition-
ally, public participation in budget oversight is
still minimal, suggesting a need for civic en-
gagement mechanisms similar to those applied
in OECD countries.

Comparative studies show that Azerbai-
jan’s audit capacity is approaching that of
Eastern European peers in terms of scope and
independence, yet remains below advanced
EU benchmarks in transparency and digital
maturity. Further alignment with the EU Pub-
lic Internal Financial Control (PIFC) model
could yield additional efficiency.

Conclusion and the prospect of further
research. Between 2010 and 2025, Azerbai-
jan’s state financial control institutions have
evolved from traditional, manual audit practic-
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es into a semi-digital, rule-based system
aligned with international standards. The
Chamber of Accounts has strengthened its in-
stitutional autonomy, audit methodology, and
transparency, supported by government in-
vestment and legal reform.

Quantitatively, the number of audits has
doubled, and identified financial violations
have increased by nearly 400%, demonstrating
enhanced detection capacity. Qualitatively, the
creation of the “Digital Public Finance” sys-
tem and strategic reforms under the “Azerbai-
jan 2030” agenda represent turning points to-
ward sustainable financial accountability.

However, full integration of digital audit
tools, greater inter-agency cooperation, and
enhanced public transparency remain key pri-
orities. The government should continue ca-
pacity-building for auditors, adopt advanced
data analytics tools, and improve the publica-
tion of control results in open formats.

This study contributes to the understand-
ing of institutional development in public fi-
nancial control in transitional economies and
highlights Azerbaijan’s progress toward mod-
ern, transparent fiscal governance.
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