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DEVELOPMENT OF THE DIGITAL ECONOMY IN AZERBAIJAN

Abstract. The development of the digital economy is a priority area for Azerbaijan, and the greatest emphasis is placed on the centralization of electronic services and the digitalization of public services. Digital transformation appears as a priority area in the social and economic strategy of the government. The characteristic features of the digital economy are the concentration of economic activity on digital platforms, the formation of personalized service models, direct interaction between producers and consumers, as well as an increase in the role of the contribution to the economic activity of individual business entities. Every day, we are witnessing numerous examples of how digital technologies contribute to the consolidation of peace, the expansion of human rights and sustainable development in the interests of society as a whole in Azerbaijan.
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The digital revolution is changing our lives and societies at unprecedented speed and scale, creating both enormous opportunities and enormous challenges. The digital economy is generally understood as any economic activity related to the production, marketing and consumption of goods and services using digital technologies, as well as using e-commerce, the web and Internet economy.
In recent years, both the public and private sectors have taken important steps to develop information and communication technologies in Azerbaijan. The President of the State of the Republic of Azerbaijan, Mr. Ilham Aliyev, has adopted important state programs aimed at the sustainable development of the digital sector. At the moment, the private sector also offers important initiatives to develop the digital basic infrastructure in the country, and this is very commendable. One of the latest such initiatives is the “Azerbaijan Digital Hub” program, which will transform Azerbaijan into the Digital Center of the Region (Digital Hub) along with the fact that Azerbaijan is an Energy and Transport Center. By cooperating with the countries of the Caucasus, the CIS, Central and South Asia, the Middle East and adjacent regions, Baku will gain importance as a new Internet Traffic Exchange Center along with cities such as London, Frankfurt, Sofia, Istanbul, Moscow, Amsterdam and Dubai. The Digital Hub program creates conditions for attracting global digital brands (Apple, Google, Amazon, Alibaba, Facebook, Netflix, Tencent, etc.) to Azerbaijan, will lead to the introduction of various digital services in the country, as well as to the successful export of these services to neighboring regions under the "Made in Azerbaijan" brand. The program will simultaneously make it possible to introduce centralized blockchain technology in the country (data on transactions, transactions and contracts within the system, presented in cryptographic form) and the application of this platform in various fields [3]. Also, the Digital Hub program, implemented by AzerTelecom, will lead to an increase in the country's GDP through the digitalization of the economy, including the construction of a backbone fiber-optic cable line along the bottom of the Caspian Sea (an interstate agreement has already been signed between Azerbaijan and Kazakhstan), the formation of the Digital Silk Road corridor ”between Europe and Asia, connecting the main infrastructure networks of neighboring countries in Azerbaijan. At the same time, the digitalization of Azerbaijan by the "Digital Hub" program will contribute to its participation in China's global program - the "One Belt, One Road Initiative" project, which contributes to the transformation of Azerbaijan into a telecommunications corridor between Europe and Asia (Digital Silk Road) within the framework of the project. The implementation of the Digital Hub program without attracting public investment will create new opportunities for the development of the country's economy, support the non-oil sector, contribute to the creation of new jobs (one new job in the digital sector leads to the creation of 3-4 new jobs in others related sectors of the economy), eliminating any “brain drain” in the field of ICT abroad, developing a variety of electronic services and guaranteeing the country’s cyber security, building a digital infrastructure, and will also create an opportunity for Azerbaijan to occupy higher positions in international rankings.[2]
Visa Token Service provides the technical capability for the development of mobile contactless payments. In Azerbaijan, we are seeing a rapid growth in tokenized transactions. After jointly launching the “Pay with a mobile application with Visa” campaign with the Central Bank of Azerbaijan with the support of banks that have already launched their own mobile wallets (International Bank of Azerbaijan, Kapital Bank, Bank Respublika and VTB Bank), we saw a 264% increase in turnover when paying by mobile phones . The number of transactions increased by 189%. An important role in increasing the penetration of tokenized transactions is played by the presence of gadgets with payment functionality. Over the past year, manufacturers have begun to equip even low-cost NFC smartphones with a payment module, which suggests that the number of tokenized transactions will grow even more actively.
In addition, as part of the network modernization, the mobile operator Azercell has upgraded 250 radio base stations in Beylagan, Aghjabedi, Lerik, Gusar, Guba, Fizuli, Astara, Sheki and Yardimli since the launch of this project in early August this year. The telecom operator will deploy more than 300 new and upgrade about 1,600 existing base stations throughout Azerbaijan over the next 18 months.It is also worth noting that Azercell has already installed 11 base stations in the Lachin region and started providing mobile communication services in the villages of Zabukh, Sus and other settlements. The operator's network covers Shusha, Aghdam, Fizuli, Jabrayil, Zangilan, Gubadli and Kalbajar regions, Istisu, Hadrut, Sugovushan villages, as well as villages of Khojavend and other regions. Similar work was carried out by Bakcell and Nar operators. In addition, mobile operators have launched eSIM for the first time in Azerbaijan, as well as the possibility of remote purchase.
For the digital economy to work for the public good, it must be inclusive. New technologies, namely artificial intelligence, are inevitably associated with significant changes in the labor market, including job losses in some sectors and the creation of new opportunities in others on a massive scale. The digital economy requires a wide variety of new knowledge and skills, and significant new measures of social protection. At the same time, large investments are needed to develop education, as well as to ensure universal access to educational services throughout life.
In addition to all this, the world's largest cryptocurrency exchange Binance is ready to support the Azerbaijani Central Bank in creating mechanisms for regulating crypto assets. Thus, a meeting was held with the regulator of the financial market of Azerbaijan and issues of regulation of crypto assets in Azerbaijan were discussed. Binance sees great potential for the development of the crypto industry and blockchain technologies in the near future. The cryptosphere has a great innovative potential, as evidenced by the number of startups that are increasingly entering this field [1].
It should be noted that the main challenges facing global economic growth, discussion of such key topics as digital transformation of the economy, green economy and sustainable development, economic challenges of the post-pandemic period, post-pandemic business transformation and an overview of the past and future of the Azerbaijani economy, as well as opportunities and priorities the use of digital technologies in the restoration and development of the economy of Karabakh.
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