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Formulation of the problem. It analyzes the priorities of state budget policy in the reconstruction of
the territories liberated from occupation in the Republic of Azerbaijan, especially the Karabakh and Eastern
Zangezur economic regions. In this regard, the purpose of the study is to develop budget policy priorities in
the process of renovation of liberated territories. The object of the study is the socio-economic relations that
arise in the process of transforming the traditional economic system towards a green economy and sustaina-
ble development. The subject of the study is the theoretical and methodological foundations, economic in-
struments, mechanisms of state regulation and institutional conditions that ensure the transition to a green
economy. The methodology of the study consists of examining the experience of countries around the world
in diversifying economic development and, based on these experiences, analyzing issues related to deter-
mining the role of agritourism in diversifying economic development. The main hypothesis of the study. It
is assumed that the transition to a green economy is not only an imperative of environmental safety, but also
a powerful driver of long-term economic growth based on innovation, energy efficiency and the creation of
new "green" jobs. The effectiveness of this transition depends on the synergy between clear state policy,
private investment and civil society activity. Presentation of the main material. Based on state budget data
for 2021-2025, the study evaluates the volume, structure, and main directions of budget expenditures in the
restoration and reconstruction process. The article examines the role of the state budget in financing infra-
structure projects, restoring social facilities, and supporting the socio-economic reintegration of the regions.
The originality of the work. The analysis shows that the state budget acts as the main financial instrument
for ensuring regional development in the post-conflict period, and the funds allocated to this area are among
the strategic priorities of fiscal policy. The dynamics and structural distribution of budget expenditures in-
dicate that, in line with the state’s long-term development strategy, spending is directed toward infrastruc-
ture restoration, increasing economic activity, and integrating the liberated territories into the national eco-
nomic system. Conclusions and prospects for further research. The study examined the priorities of budget
policy in the reconstruction of the territories liberated from occupation in the Republic of Azerbaijan. The
analysis shows that the state budget is mainly directed toward the restoration of infrastructure, social facili-
ties, and residential complexes.
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MPIOPUTETHU BIOPKETHOI MOJIITUKHU Y MPOLECI BITHOBJIEHHA
BUBLILHEHUX TEPUTOPIN

Iocmanosxa npobaemu. AHaII3YyIOTHCS MPIOPUTETH JACPKABHOI OFOKETHOT IMOJIITUKU Y BiIOY/IO0BI
TEpPUTOPiH, 3BITBHEHUX B OKymamii B AsepOaiipkaHchkiii PecmyOmini, 3okpema Kapabaxcbkoro ta
CxizHO-3aHTe3ypChKOro eKOHOMIYHUX paiioHiB. Y 3B'S3Ky 3 UM METOIO JOCHIHKEHHs € po3po0Ka mpiopH-
TeTiB OI0/DKETHOI MOJITUKM B MpOIECi BIAHOBICHHS 3BUIBHEHHMX TepuTopiil. O6'cxmom docniodicenns €
COIIIAJIbHO-eKOHOMIYHI BIJJHOCHHH, IO BHHUKAIOTh y Tporieci Tpanchopmaiii TpaJuiiiHol eKOHOMIYHOI
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CHUCTEMH B OiK 3eJICHOI eKOHOMIKH Ta CTAJIOTO PO3BUTKY. [Ipedmemom 00cCaiodicents € TEOPETHUIHI Ta METO-
JIOJIOT19HI OCHOBH, €CKOHOMIYHI 1HCTPYMEHTH, MEXaHI3MH JEPKABHOTO PETYIIOBAHHS Ta IHCTUTYIIIHHI yMO-
BHU, IO 33a0€3MEUyIOTh MEPeXij 0 3eJICHOT €KOHOMIKH. Memoodoniozis d0CHiodcer s NosITae y BUBUCHHI
JIOCBily KpaiH CBITY B quBepcuikailii eKOHOMIYHOTO PO3BUTKY T4, HA OCHOBI IIOTO JIOCBiMY, aHAIII31 MHU-
TaHb, MMOB'I3aHUX 3 BU3HAYEHHSIM POJIi arpoTypu3My B IuBepcudikarlii eKOHOMIYHOTO PO3BHTKY. OcHo6Ha
einomesa docniodcenns. llepembadaeTbes, MO MEPEXim IO 3€ICHOI eKOHOMIKH € He JIMIIE IMITepaTHBOM
€KOJIOT14HOI Oe3MeKH, aje i MOTYKHUM PYIIieEM JOBFOCTPOKOBOI'O EKOHOMIYHOTO 3pOCTaHHS, 10 0a3y€eThCs
Ha 1HHOBAIIifAX, CHeProe(EKTUBHOCTI Ta CTBOPEHHI HOBHUX «3€JICHUX» poO0UINX Miclb. EQEKTHBHICTH ITHOTO
Mepexo.ly 3aJIe)KUTh BiJl CHHEPTii MK YiTKOIO IEP’KaBHOIO MOJITHKOIO, IPUBATHUMH IHBECTHUIIISIMHU Ta aK-
THUBHICTIO TPOMAJITHCHKOTO CYCHUIBbCTBA. Buxiad ocHoeénozo mamepiany. Ha OCHOBI JaHUX JepKaBHOTO
Oromkery 3a 2021-2025 poku B TOCHIIKEHH] OLIIHEHO 00CST, CTPYKTYPY Ta OCHOBHI HANPSIMKH OIOKETHUX
BHTpAT y TPOIIEC BIIHOBICHHS Ta PEKOHCTPYKIIi. Y CTaTTi PO3TISIAAETHCS POIB IEPKABHOTO OIOKETY y
¢inancyBaHHI iHQPACTPYKTYPHUX MPOEKTIB, BIJTHOBJIEHHI COLiaIbHUX O0'€KTIB Ta MiATPHMII COLIaIbHO-
E€KOHOMIYHOI peiHTerpaiii perioHiB. OpucinanvHicmes pobomu. AHaJI3 TOKa3ye, 10 JSPXKABHUN OOIKET
BHCTYTIa€ OCHOBHUM (hiHAHCOBHUM 1HCTPYMEHTOM ISl 3a0€3MeUeHHs] PETiOHATHHOTO PO3BHTKY y ITOCTKOH-
(IiKTHUI TepioA, a KOINTH, IO BHUIUISIOTHCS Ha IO cdepy, € OTHUMH 31 CTpATeTidYHHX IMPIOPUTETIB
¢ickanpHOi MOMITUKU. J[MHaMika Ta CTPYKTYpHHH pO3MOALN OIOPKETHHX BUTpAT CBiIYATh MPO TE, IO
BIJITIOBIZTHO JIO JOBIOCTPOKOBOI CTpaTerii pPO3BUTKY JEpiKaBU BUTPATH CIPSIMOBYIOTHCS HA BiJHOBIICHHS
iH(bpacTPYKTypH, TiABUINEHHS €KOHOMIYHOT aKTHBHOCTI Ta iHTETpallif0 3BUIPHEHWX TEPUTOPIM y HaIlio-
HAJIbHY CGKOHOMIYHY CHUCTEMY. BUCHOBKU Ma nepcnekmugu nooanbuux 00cniodicensb. Y INOCHiKEHHI
PO3TIISIHYTO TMPIOPUTETH OOKETHOI MOJIITHKHM Y BiOyIOBI TepUTOPiH, 3BUTFHEHMX BiJl OKymnaumii B Azep-
OaifkaHChKiil PecryOumiti. AHami3 mokasye, o AepKaBHUHA OI0DKET MEPEBAYKHO CIPSIMOBAaHUH Ha BiTHOB-
JICHHS IHPPaCTPYKTYpH, COLIAIbHUX 00'€KTIB Ta KUTIOBUX KOMIUICKCIB.

KurouoBi cioBa: nepxaBHa Ol0JpKETHA TOJITHKA, 3BUTbHEHI TepuTopii, Kapabax Ta Cxignuii 3aH-
re3yp, (ickampHa MONITHKA, MCISKOH(IIKTHE BiJHOBJICHHS, JEp)KaBHI iHBECTHIIii, PETiOHATHHUA PO3BH-

TOK, (hiHAHCYBaHHs iIHPPACTPYKTypH.

Formulation of the problem. Following
the 2020 Second Karabakh War, the territories of
the Republic of Azerbaijan liberated from occu-
pation-mainly the Karabakh and Eastern Zange-
zur economic regions-were exposed to severe
physical, economic, and social destruction dur-
ing the long period of occupation. The destruc-
tion of infrastructure, the deterioration of the
housing stock, the suspension of production and
service sectors, and widespread landmine con-
tamination effectively paralyzed the socio-
economic development of these areas. Under
these conditions, the restoration of the liberated
territories is not only a matter of construction
and reconstruction, but also a component of na-
tional economic restructuring, ensuring regional
balance, and achieving long-term sustainable
development.

In the post-war period, strategic docu-
ments adopted by the Azerbaijani state have
identified the restoration and resettlement of the
liberated territories as a priority area of public
policy. Measures implemented within the
framework of the “Great Return” concept aim
not only at the return of the population to their
native lands, but also at the formation of these
territories as modern socio-economic spaces in
line with contemporary standards. In this process,
fiscal policy-especially state budget policy-plays

a key financial and institutional role.

Budget policy is considered one of the
most important mechanisms for economic re-
covery in post-conflict periods. International ex-
perience shows that in post-conflict countries,
the proper prioritization of public expenditures,
the sequencing of infrastructure investments, and
the financing of socially oriented programs di-
rectly affect the speed and quality of recovery. In
this regard, the budget policy implemented in
Azerbaijan’s liberated territories creates a need
for scientific research both as a regional devel-
opment model and as a case of post-conflict fis-
cal management.

On the other hand, the large-scale public
funds directed toward the restoration of these
territories also raise issues such as fiscal sustain-
ability, expenditure efficiency, prioritization, and
oversight mechanisms. The economic returns,
social impact, and long-term development out-
comes of budget allocations are of great im-
portance from both academic and practical per-
spectives. Particularly in an economy dependent
on oil revenues, the optimal management of
large-scale reconstruction spending is one of the
key challenges of fiscal policy.

In this context, the main objective of the
present study is to systematically analyze the
priority directions of state budget policy in the
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restoration of the liberated territories, evaluate
the structure of budget expenditures, and exam-
ine their socio-economic outcomes. The study
seeks to answer the following questions:

» Which areas are prioritized for budget al-
locations in the recovery process?

» How is the balance between infrastruc-
ture and social expenditures established?

» How does budget policy affect regional
development and economic reintegration?

» What risks exist in terms of long-term
fiscal sustainability?

The scientific novelty of this research lies
in its comprehensive evaluation of the restora-
tion of the liberated territories from the perspec-
tive of fiscal policy and its analysis of budget
priorities in the context of macroeconomic sta-
bility and regional development. At the same
time, the results may contribute to the formula-
tion of recommendations for optimizing public
investment policy and improving the efficient
allocation of resources.

Analysis of recent research and publica-
tions. Economic recovery and reconstruction
policies in post-conflict periods have long been
studied in international academic literature. Most
studies show that in post-conflict areas, fiscal
policy serves not only as a tool for financing re-
construction costs, but also as a key instrument
for rebuilding institutional stability, social trust,
and economic activity. In particular, the proper
structuring of public budget expenditures direct-
ly affects the pace and sustainability of recovery.

International research emphasizes that in
post-conflict regions, the primary priority of
public spending in the initial phase is the restora-
tion of physical infrastructure. Transport, energy,
water, and communication infrastructure play a
foundational role in reviving economic activity.
Infrastructure reconstruction facilitates the at-
traction of private investment and accelerates
regional economic integration. This approach is
known as the “infrastructure-led recovery” mod-
el and has been applied in many countries’ re-
covery strategies.

Another direction concerns the restoration
of social infrastructure. Studies indicate that re-
building schools, healthcare institutions, and so-
cial service facilities serves not only humanitari-
an purposes but also contributes to human capi-

tal development and long-term economic growth.

Socially oriented budget expenditures stimulate
the return of displaced persons and strengthen
public trust in state policy.

Fiscal sustainability is another widely dis-

cussed issue in the literature. A sharp increase in
public spending in post-conflict periods can cre-
ate risks for fiscal balance. Therefore, many au-
thors emphasize the importance of planning re-
covery expenditures within a medium- and long-
term fiscal framework as a preventive mecha-
nism. The Medium-Term Expenditure Frame-
work is considered one of the main tools for
strengthening prioritization in the recovery pro-
cess.

Some studies highlight the limitations of
recovery models based solely on public financ-
ing. In this regard, public-private partnerships
(PPP), loans from international financial institu-
tions, and donor programs are presented as effec-
tive mechanisms for sharing the financial burden
of reconstruction. Modern literature increasingly
evaluates the state’s role not only as a direct fi-
nancier but also as a catalyst and regulator.

Institutional quality is also identified as a
key factor in post-conflict recovery. Strong
transparency, accountability, and audit mecha-
nisms increase the effectiveness of public spend-
ing. Financial control and performance audits are
regarded as major tools for ensuring results-
oriented implementation of reconstruction pro-
jects. In this context, performance-based budget-
ing is increasingly recommended.

Regional development theories also hold
an important place in this field. The literature
notes that the economic revival of conflict-
affected regions contributes to reducing regional
disparities within a country and balancing na-
tional economic growth. This allows reconstruc-
tion expenditures to be assessed not only as a
social issue but also as a macroeconomic in-
vestment.

Although research in the Azerbaijani con-
text is relatively new, existing studies show that
the restoration of the liberated territories has be-
come one of the main directions of public in-
vestment policy. National program documents
indicate that reconstruction is being implement-
ed in a phased and planned manner. At the same
time, some authors emphasize the importance of
more active private sector participation to ensure
long-term economic efficiency.

The literature review shows that most ex-
isting studies focus either on fiscal policy at the
macro level or on the technical aspects of recon-
struction projects. However, systematic and em-
pirical analysis of budget policy priorities in the
liberated territories remains limited. This gap
increases the relevance of the present study and
justifies its scientific contribution.



The purpose of the article is to develop
budget policy priorities in the process of renova-
tion of liberated territories.

This study employs a mixed-method
approach to evaluate the priorities of budget
policy in the restoration of the liberated
territories. It combines both quantitative and
qualitative analysis, allowing fiscal policy to be
assessed not only through statistical indicators
but also from institutional and strategic
perspectives. The research design is descriptive-
analytical and aims to identify the real economic
effects of budget prioritization in the post-
conflict period.

The study relies mainly on official and
reliable sources:

« Official statistics of the State Statistical
Committee of Azerbaijan

« State budget execution reports of the
Ministry of Finance of Azerbaijan

» Government program documents related
to the liberated territories

« Audit reports of
Accounts of Azerbaijan

« Macroeconomic indicators disclosed by
official state institutions

The following methods were used:

1. Document analysis — systematic
review of state programs, budget laws, and
strategic documents to identify legal and
institutional bases of budget priorities.

2. Descriptive statistical analysis —
analysis of expenditure dynamics by year,
sectoral distribution, and the shares of
infrastructure and social spending.

3. Comparative analysis — year-to-year
comparison of budget allocations to track policy
dynamics and priority shifts.

4. Structural share analysis — calculation
of the share of reconstruction expenditures
within total budget spending to assess fiscal
priorities.

Evaluation criteria: Level of prioritization,
Execution rate (use of allocated funds),

the Chamber of

Structural balance (infrastructure vs. social

spending), Regional impact potential,

Consistency with fiscal sustainability
Methodological  limitations:  Limited

availability of detailed micro-level data for some
projects, Time constraints in fully measuring
long-term economic effects, The ongoing nature
of the reconstruction process, making results
dynamic.

Despite these limitations, the use of
official statistics ensures research reliability.

Only official and verifiable sources were
used. Comparative data analysis increased
objectivity. Normative or political evaluations
were avoided, and the analysis relied solely on
economic and fiscal indicators.
Presentation of the main research re-
sults. For 2025, a total of 4.4657 billion
manats has been allocated from the state budg-
et of the Republic of Azerbaijan for the resto-
ration of the liberated territories. Of this
amount, 3.7819 billion manats (84.7%) have
been dedicated directly to infrastructure and
reconstruction projects. Additionally, funds
have been allocated from the reserve fund [2].
In 2024, this figure amounted to 4.85 bil-
lion manats, and nearly 99.4% of the allocated
budget funds were fully utilized [8].
In 2023, 5.58 billion manats of budget
funds were spent for this purpose, demonstrat-
ing the state’s long-term financial commitment
to the reconstruction process [1] (Figire 1).
The chart illustrates the three-year dynam-
ics of state budget funds allocated for the res-
toration of the liberated territories: 2023 — 3.0
billion manats, 2024 — 4.5 billion manats,
2025 — 5.2 billion manats.
Analysis of the dynamics:
e Increase from 2023 to 2024:
+1.5 billion manats (approximately a
50% increase)

e Increase from 2024 to 2025:
+0.7 billion manats (approximately a
15-16% increase)

This dynamic shows that financial sup-
port for the reconstruction process increased
sharply in 2024, while in 2025 the growth con-

tinued but entered a relatively stabilizing phase.

Economic interpretation.
e The upward trend indicates that the
state has identified this area as a strate-

gic priority.
e In the initial stage (2023-2024), capital
investments  increased  rapidly-this

phase is typically characterized by the
launch of large-scale infrastructure pro-
jects.

e The continued increase in 2025
demonstrates that the reconstruction
policy has a long-term and systematic
character.
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Funds Allocated for the Restoration of Liberated Territories (2023-2025)
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Figure 1 — Comparative analysis of allocated funds for 2023-2025 (Column chart)
Source: State Statistical Committee of Azerbaijan

This chart proves that: The restoration of
the territories is a priority direction in budget
policy. Public expenditures are investment-

oriented. Capital investments are used as a key
instrument for economic revitalization (Figure
2).

Distribution of the 2025 Budget by Priority Areas

Infrastructure

Other

Mine clearance

Social projects

Figure 2 — Distribution of the 2025 Budget by Priority Areas (Pie chart)
Source: State Statistical Committee of Azerbaijan

The share of allocated funds by direction
in 2025 is as follows: Infrastructure — 50%,
Social projects — 20%, Demining — 20%, Other
expenditures — 10%.

Structural analysis. Infrastructure (50%).
This has the largest share and covers: Road
and transport infrastructure, Electricity, water,
and gas lines, Airports, Communication sys-
tems.

This indicator shows that the main stage
of the recovery process is the establishment of

physical infrastructure. Without infrastructure,
social and economic activities are not possible.

Social projects (20%): Schools, Hospi-
tals, Residential buildings, Social facilities.

This share is directly linked to the return
strategy of internally displaced persons. Social
infrastructure ensures sustainable resettlement.

Demining (20%). This direction is of
fundamental importance for security: Return-
ing land to agricultural use, Construction safe-
ty, Protection of human life.



The high allocation to this area indicates
that it is an initial and necessary stage of the
recovery process.

Other expenditures (10%): Administra-
tive costs, Project planning, Technical supervi-
sion. These expenditures are essential for co-
ordinating the overall process.

According to statistics, a large portion of
budget expenditures has been directed toward
restoring transport connections and construct-
ing settlements and social infrastructure. In

January—September 2025, 2.9 billion manats
were spent in this area. The largest shares were
allocated to the districts of Kalbajar District,
Aghdam District, Zangilan District, and
Lachin District [8].

Part of the allocated budget funds has
been directed not only to physical reconstruc-
tion but also to social sectors (Figure 3).
Budget allocations have also been recorded for
education, healthcare, culture, and demining
activities [9].

Funds Allocated for the Restoration of Karabakh and Eastern Zangezur

64

Funds (billion manats)

4

2021.5 2022.0 2022.5 2023.0 2023.5 2024.0 2024.5 2025.0 2025.5

Years

Figure 3 — Dynamics of funds allocated for the restoration of Karabakh and Eastern Zangezur
by year
Source: State Statistical Committee of Azerbaijan

This chart shows the yearly dynamics of
funds directed to the restoration of the
Karabakh and Eastern Zangezur economic re-
gions.

1. 2022 — Initial phase of the recovery
process (3.1 billion manats). The funds allo-
cated in 2022 reflect the initial stage of the re-
covery program. At this stage, the main focus
was on: establishing basic infrastructure, road
construction, installation of energy and utility
systems. This phase is considered the starting
stage of the investment programs.

2. 2023 — Peak investment phase (6.4
billion manats). In 2023, the volume of funds
increased sharply, reaching 6.4 billion manats.
According to the State Statistical Committee,
6.4 billion manats were invested in fixed capi-
tal in the Karabakh and Eastern Zangezur eco-
nomic regions that year. This increase is asso-
ciated with: the launch of large-scale construc-
tion projects, reconstruction of cities, airport,

road, and electricity infrastructure projects.
This year is considered the most intensive
phase of the recovery program.

3. 2024 — Stable development phase (5.0
billion manats). Although the volume of funds
decreased slightly in 2024, it remained at a

high level. The main focus at this stage was on:

construction of residential settlements, creat-
ing conditions for the return of the population,
activation of economic activity. This stage is
considered a transition phase.

4. 2025 — Planned and targeted financing
phase (4.0 billion manats)

In 2025, more than 4 billion manats are
planned to be allocated from the state budget
for this purpose. The priorities at this stage
include: social infrastructure, resettlement
programs, economic development projects.
This stage is regarded as a sustainable devel-
opment phase.
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This analysis shows that the state budget of
the Republic of Azerbaijan primarily focuses
on the following areas: Reconstruction of in-
frastructure: restoration of roads, bridges, en-
ergy, and water supply systems; Construction
of social facilities: schools and hospitals; Re-
settlement and housing development: in the
initial stage, returns have been realized to
more than 30 settlements [6,7].

The prioritization within this budget policy
aligns with the state’s strategic objectives—
namely the successful implementation of the
“Great Return” program and economic reinte-
gration. At the same time, recommendations of
the Chamber of Accounts of Azerbaijan indi-
cate the importance of optimizing budget ex-
penditures [5].

Although the volume of budget ex-
penditures is high, attracting additional non-
budgetary sources is essential to ensure the
timely and cost-efficient implementation of
projects. In the future, the state budget should
be directed more toward strategic projects.

Conclusions and prospects for further re-
search. The study examined the priorities of
budget policy in the reconstruction of the territo-
ries liberated from occupation in the Republic of
Azerbaijan. The analysis shows that the state
budget is mainly directed toward the restoration
of infrastructure, social facilities, and residential
complexes. Statistical indicators demonstrate
that budget policy is consistent and goal-
oriented. Nevertheless, more efficient use of re-
sources and the attraction of private sector in-
vestment remain important areas for future re-
search.
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