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THE ROLE OF THE INVESTMENT CLIMATE
IN SOLVING THE PROBLEM OF HUMAN RESOURCE FORMATION
IN THE TAX SYSTEM OF THE REPUBLIC OF AZERBAIJAN

The issue of creating a favorable tax environment in any country plays an important role in solving the
problem of human resource development. Foreign investors are more interested in the stability and evolution
of the tax system, which allows them to predict their activities in the long run, rather than tax benefits and
privileges. The main purpose of the state investment policy is to ensure the renewal of fixed assets and the
reconstruction of production through the application of scientific and technical achievements. The formation
of a favorable investment climate, the effective use of attracted domestic and foreign investment resources
in the priority areas of the national economy is one of the urgent problems of the Azerbaijani economy.
Enterprises become increasingly aware that proper investment into human resources can have a significant
impact on their performance, which of course also affects their competitiveness. The corporate culture exactly
offers the greatest source of competitive advantage of enterprises. Continual adaptation to changing market
conditions attracts businesses to invest their energy and finance to staff by improving their competencies.
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Introduction. Developed economies are economies
that have achieved high levels of industrialization and
material prosperity. Therefore, the tax policy pursued in
these countries differs significantly from the tax policy in
the least developed countries. Income tax dominates the
tax system of highly developed, industrialized market
economies. General income tax consists of personal income
tax and income tax of legal entities or organizations.
In highly economically industrialized countries, the share
of income tax in total tax revenues varies from 55 to
60% in different countries. The rest of the tax revenue
is deducted from expenses. The share of tax revenues in
the tax revenues of the United States is 75%, which is the
highest in the world. In these countries, the main part of
income tax is personal income tax. Taxpayers' income from
various sources is collected and accrued interest income is
applied to the collected income.

An important aspect for the national economy is the
formation of an investment climate in terms of ensuring
the growth of production. This process does not happen
spontaneously. Market automation is not able to solve this
problem, and appropriate steps can play an important role
in the purposeful intensification of investment processes.
Another important factor is financial stability. Achieving
this stability depends to a large extent on the formation
of investment resources and ensuring the efficiency of
investment projects and the conditions of a favorable
investment climate in general [1]. The organization of
the investment climate largely depends on the activity
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of the private sector, its special weight, the intensity of
relations, the level of development of small and medium
enterprises.

Analysis of recent research and publications. In
order to achieve the goals and objectives of the article,
Azerbaijan's experience in this field and research on related
issues were studied. Thus, the issues of assessing the impact
of the tax regime on the investment environment were
discussed by Azerbaijani scientists Hasanli M., Bagirov D.,
Khankishiyev B., Kalbiyev Y., Rzayev 1., Maharramov R.
and investigated by others.

Formulation of the aim of the article. To research
the role of the investment climate in solving the problem
of human resource formation in the tax system of the
Republic of Azerbaijan.

Main material. As a rule, when talking about
the investment climate in Azerbaijan, its favorable
geopolitical and geographical position, highly qualified
human resources, rich natural resources are highlighted. In
fact, these are only prerequisites for creating a favorable
investment climate, and in the absence of an effective
approach, this wealth can be a source of serious problems
for the country's economy and even the country as a whole.
In the initial approach to these problems, the following can
be attributed [2]:

— Conlflict of interests of states interested in the region;

— unilateral expansion of the national economy, the
threat of the country becoming a raw material supplement
for major powers, etc.
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The land reform implemented in Azerbaijan, unlike
in many former Soviet republics, has created an objective
basis for a favorable investment climate. Investments
are classified as autonomous and industrialized due to
the nature of their formation. Autonomous investments,
regardless of interest rates or national income levels, are
usually driven by external factors.

These include, above all, investments related to
technical progress, strengthening positions in foreign
markets, population growth and other factors. These
investments stimulate economic growth. Development can
be considered dynamic if the induced investments resulting
from increasing incomes are an organic continuation of
those impulses. In other words, induced investment plays
the role of accelerator as a function of GDP (gross domestic
product) growth [2; 3].

Particular attention is paid in the relevant literature to
assessing the impact of economic growth on the parts of
investments that differ in nature and purpose. There are
even those who consider autonomous investments to be
the main reason for the periodic increase or decrease in
production. As for the concept of investment activity, it can
be said that in the most general case, it can be considered
as a combination of investment and practical activities
carried out for the realization of these funds. Investment in
the creation of fixed assets and large-scale reproduction is
carried out in the form of capital investment. This is called
fixed capital investment.

The main functions performed by investments in
economic systems are to ensure the growth and qualitative
improvement of fixed capital at the micro and macro levels;
support for progressive structural change; realization
of production efficiency at different levels on the basis
of scientific and technical achievements. The subjects
of investment activity are different in composition. This
structure includes: investors, customers, contractors, users
of investment facilities, shippers, etc. Legal entities should
be mentioned separately in this list. Legal entities include
banks, insurance and intermediary organizations, and
investment funds.

Funds directed to entrepreneurship and other activities,
targeted bank deposits, shares and other securities,
property, intellectual property and other bank investments
can be considered.

Sometimes the investment activity of banks includes all
operations on the placement of funds for a certain period
of time in order to earn income, in other words, all active
operations of banks are considered investments. In fact,
this approach is incorrect. Thus, assets such as funds in the
central bank cannot be considered an investment because
they do not work for the bank [3].

Customers can be investors or individuals and legal
entities authorized by investors. These persons participate
in the implementation of the investment project and, unless
otherwise provided in the contract, other participants do
not interfere in entrepreneurial activities. Mistakes in
investment are, in some cases, related to information
problems. "Wrong" leads to the scattering of investment

resources, resulting in the "sinking" of funds in projects
that do not lead to projected economic growth. Therefore,
research aimed at studying the conjuncture should be
considered one of the main factors determining the
efficiency of investment [2].

The dynamics of the investment market also
determines its efficiency. It is known that investments flow
from declining enterprises (sectors) to more profitable
enterprises when other conditions are equal. Therefore, it
is necessary to ensure that investments in production are
always risky and cover a long period of time. For example,
an environment should be created where the return
on investment in production is higher than alternative
investments (bank deposits, jewelry, etc.) [1].

Investors have equal rights to carry out investment
activities in accordance with the principles of a free
economy. The investor is to some extent free to determine
the volume, direction and efficiency of the investment.
Thus, the investor can attract legal entities and individuals
necessary for the implementation of the investment in the
form of spending through contracts and competitions.
Whether it is its own funds or borrowed funds, the investor
almost always exercises the right to demand the targeted
use of the invested funds. The following are accepted as
objects of investment activity [2]:

— securities (stocks, bonds, etc.);

— newly created and modernized fixed assets and
working capital in all sectors of the economy;

— purposeful money deposits;

— scientific and technical products and other objects of
property;

— property rights and intellectual property rights.

The investment climate can be combined into three
groups: socio-political, economic-social and legal-
organizational. In this regard, the socio-political factor is
the domestic and foreign political regime of the country,
the stability of the social situation; Socio-economic factors
include the level of economic development (or potential
opportunities for economic development), the level of
economic growth and its prospects, the state of inflation,
the strength and exchange rate of the national currency,
taxation, customs and trade regimes, market infrastructure
development, purchasing power, labor force market
situation (its price, composition), level of infrastructure
development, etc.; Legal support and organizational
measures may include legal normative acts applied in the
country and organizational and propaganda measures to
attract investment.

Direct and portfolio investments are more important
in investment. The distribution of capital for investment
purposes is of great practical importance in the field of
investment. According to this division, there are direct
investments and portfolio investments.

Direct investment is a capital investment that allows
the investor to control the object in which the capital is
invested. Direct investments are made in order to gain
long-term economic interest. These investments are mainly
related to private entrepreneurial capital.
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Portfolio investment is capital invested in foreign
securities. These investments do not give the investor real
control over the invested object.

It is not right to think about the development of
the country's economy just by looking at the growth
of investment. Investment is a broad concept, and it
is important to know what direction to take. Thus,
determining the use of the portfolio, direct, domestic or
foreign investment may be a priority. As a country, it is
possible to attract investment in the wrong areas that will
lead the country to decline, not development [4].

Conclusions. In today’s dynamic times of intensifying
globalisation, when many countries are hit by the financial
crisis, a company should monitor new trends in their
business environment. Managers make daily permanent
decisions to develop an effective strategy that will help
them to succeed in a highly competitive environment.
It is more and more true that in order to succeed, companies
should provide and keep quality human resources [4].
It is generally understood that times when tangible assets
were the most important assets of a business are long gone.
Therefore, many businesses now focus on the knowledge
and skills of their employees and the company as a whole,
and these often become a source of their competitive
advantage. Companies now invest in human resources
and significant financial resources and seek appropriate
opportunities for streamlining the development of their
employees’ potential. Human capital plays a crucial role in
increasing the productivity and output of an organisation
[5]. It is involved in the creation of the market value of
the company and also represents the most valuable source
of company. This analysis of selected company proved the
effectiveness of investment in human resources through
the use of measurable and immeasurable indicators of
efficiency of investment in human resources. The results
confirmed that the wage system in the analysed company is
set up so that the amount of wages is based on the turnover
of the enterprise. The business has thus few possibilities to
change this fact; however, it can focus on improving the
system of corporate benefits, which can ensure retention
and loyalty of employees in the company. For that reason,
we recommend the company to obtain from their employees
feedback determining whether the business benefits are set
up to act as an incentive and arouse employees’ interest.
In order to prevent unwelcomed turnover, a company
should try to analyse and identify the reasons for employees’

dissatisfaction and for leaving of former employees.
If a company is aware of reasons for dissatisfaction,
it can evaluate and then implement necessary changes
in system of rewarding and motivation of employees,
which may prevent further loss of human capital. Labour
productivity growth, both in sales and value added, is a
key for the performance of the company because it leads
to savings in expenditure of labour and labour costs.
Based on the research conducted, we recommend to the
analysed company to focus on examining the relationship
between labour productivity and rewarding schemes
and to pay special attention to the needs and specifics of
human capital, because it is human capital in the company
that is able to create value. Human capital value added
(HCVA) had an upward tendency, which means that
human resources create added value effectively. It is
important for the company to pay special attention to this
indicator because its rank indicates the overall efficiency
of utilisation of human resources (value added by labour),
and therefore we can conclude on the basis of these results
that the company uses its human resources effectively.
The company is further advised to regularly monitor
the development achievements of HCROI, because this
indicator is a key method of measuring human capital in
the company. The enterprise expects that investments in
its employees shall be returned, although long-term nature
of the return on investment in human capital must be
taken into account. What we consider to be a satisfactory
outcome of this research is that when evaluating motivation
in both the compared groups, respondents responded to the
same 10 most important motivation factors, which more
or less affect the satisfaction, motivation and performance
of the human resources of the company. Based on the
gained knowledge, we recommend the company to focus
on (within their strategy of investing in human resources)
the examined motivation factors that enable higher and
more effective contribution from investments in human
capital company. Finally, in order to efficiently use human
resources in the analysed company, increase of employees’
awareness about the system of corporate benefits and the
possibilities for their further education and development
would help to achieve the best results. All these items
can significantly increase employees’ satisfaction, their
motivation and especially their work performance, which
consequently positively translate into greater efficiency,
prosperity and competitiveness of the company itself.
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POJIb IHBECTULINHOI'O KJIIMATY Y BUPIIIEHHI TPOBJIEMHU ®OPMYBAHHS KAIPIB
Y HOJATKOBIN CUCTEMI ABEPBAMI’KAHCHKOI PECITYBJIIKH

Iumanns cmeopenns Cnpusmanugo2o NOOAmMKo8020 cepedosuya 6 0yOb -AKill Kpaini idiepac 6adciusy poiv y
sUpiueHn NPooOIeMU PO3BUMKY TI0OCLKUX pecypcis. IHo3eMHux iHegecmopis Oinvbuie Yyikagums CmabilbHICMb ma e8oI0Yis
noo0amrogoi cucmemu, ujo 003601A€ iM NPOSHO3Y8AMU CE0I0 OIAILHICHb ) 00820CMPOKOBIl NEPCNEKMUSI, d He NOOAmKosI
ninveu ma ninveu. OCHOBHOI Memoio 0epHCABHOT IHGeCMUYIUHOL NOAIMUKY € 3a0e3ne4eHHs OHOBIeHHs OCHOBHUX (DOHOI6
ma peKOHCMPYKYii UPOOHUYMBA WIAXOM 3ACTOCYBAHHA HAYKOBO-MEXHIUHUX 00CcAcHeHb. DOPMYBAHHA CHPUAMIUBO20
[H6ECMUYITIHO20 KIIMamy, eheKmueHe SUKOPUCTIAHHS 3A/V4eHUX GHYMPIUWHIX MA [HO3EMHUX [HEeCMUYIUHUX PecypCie
y npiopumemnux cgepax HAYIOHATbHOI eKOHOMIKU € OOMIEI0 3 aKMYAIbHUX npodiem eKoHomixu Azepbatiocany.
Iionpuemcmea 6ce Oinvute yciooMa0IOMb, WO HANEICHI THEeCMUYIl 6 NI0OCLKI pecypcu MOJICYMb MAmu 3HAYHUL
8NIUG HA IX pobOMY, WO, 36UUALIHO, MAKONC GNIUBAE HA IX KOHKYpeHmocnpomodcricms. Kopnopamusna xynemypa €
Haubinbwum 0dxcepeiom KOHKYpeHmHUX nepegae nionpuemcms. Ilocmilina adanmayisi 00 MIHAUBUX DUHKOBUX YMOB
3anyuac niONPUEMCMEA IHBECMY8amu C6010 eHepeilo ma (PIHAHCU NePCOHATY WLISIXOM NOKPAWEHHs C8OET KoMnemeHyil.
IHionpuememesa nokpawyoms ceoi 100CbKi pecypcu, a omaice, 30buyioms C80I NCUXOI02IUHI Ma NPOQeCitini aKmuesu,
iHBeCmyIouU 8 II0OCLKULL NOMEHYIAL OKpeMUX N00el, NOKPaAuyloul ix Ha8UYKu ma KomMnemenmuicme. IcHyrome pizui
cnocobu ineecmyeanns 6 a00cvki pecypcu. Ilionpuemcmea modicyms iHeecmysamu y 3a2aibHutl J0OCbKUN Kanimar,
mobmo ineecmuyii y cneyianieHe abo 3aeaibHe HABUAHHA, WO OAE 3MO2Y 3000V8amMu 3A2albHI 3HAHHSA, SKI MOJNCHA
BUKOPUCMOBYBAMU ) PI3HUX KoMRnaHiax. Lle npuzeooume 0o Oinbul 8UCOKO20 OYIKYBAHO20 NOBEPHEHHS [HEeCuyill y
Maubymuvomy. Jpyeuil éapianm ingecmys8ants 8 100CbKi pecypcu — ye iH8eCmy8anusa 8 KOHKPemHull 1I00CbKUll Kanimal.
3okpema, ye ineecmysants y 600CKOHANEHHS KOHKPEMHUX KOMNEMeHYitl ma Hasu4ox 0is nesnoi pobomu. Ll gopma
iHeecmuyiti € MeHw PU3UKOBAHOI 3 MOYKU 30pY NWIUHHOCHI NEPCOHATY, OCKIIbKU SUKOPUCTIAHHS NEeBHUX 3HANb piouie
oyoe suxopucmogysamucs 6 inwux komnauisx. Cmamms npuxooums 00 OYMKU, WO 6CI Yi NYHKMU MOICYMb 3HAYHO
niosuwumu 3a0080J1€HICMb NPAYIBHUKIG, IX MOMUBAYII0 | 0CODAUBO NPOOYKMUBHICTIL pobOmMU, W0, Omdice, NOIUMUBHO
nepemeoproEMbCs Ha NIOBUULEHHS eheKmUEHOCMI, NPOYBIMAHHA A KOHKYPEHMOCHPOMONCHOCII CAMOI KOMNAHIT.

Kniouogi cnosa: nooamxosa cucmema, 100Cvki pecypcu, ingecmuyii, ingeCmuyiina noximuKa, 100CoKutl Kanimal.

POJIb UHBECTULIMOHHOI'O KJIMMATA
B PEHIEHUM ITPOBJIEMbI ®OPMUPOBAHMS KAJIPOB
B HAJIOT'OBOM CUCTEME A3EPBAMNI)KAHCKOM PECITYBJIUKU

Bonpoc cozoanus bnaconpuamuoil Hano2osoil cpedvl 6 10O0l CMpaHe uepaem 8a3CHYI0 POolb 8 peuleHull npodiembl
paseumus uerosedeckux pecypcos. Muocmpaunvlx umeecmopos Oonvuie unmepecyem cmadUIbHOCHb U pPAa3eumue
HA020801 cuUCmeMbl, KOMOPAsA NO360IAeN UM NPOSHOIUPOBANL C8OI0 OesMeNbHOCb 6 00I20CPOYHOL nepcnekmuse,
a He Hanozogvie nveomuvl U abeomul. OCHOBHAA Yenb 20CY0aAPCMEEHHOU UHBECMUYUOHHOU NOTUMUKY — obecneyenue
00HO8IEHUA OCHOBHBIX (POHOO8 U PEKOHCMPYKYUU NPOU3BOOCMEA 3a Cyem NpUMeHeHus OOCMUNCeHUll HayKu u
mexHuku. QopMuposarue 61acoNPUAMHO20 UHEECMUYUOHHO20 KIUMAmMa, 3Q@hekmueHoe Ucnoib308aHue NPUuGieyeHHbIX
BHYMPEHHUX U BHEUWIHUX UHBECIUYUOHHBIX PeCypco8 8 NPUOPUMEmHbIX chepax HAYUOHATbHOU IKOHOMUKU AGIAEMCA
OOHOU U3 aKMyalbHblX npodiem dKoHoMUKY Azepbaiiodcana. ITlpeonpuamus ece bonvule 0COZHAIOM, YMO NPABUTIbHBIE
BTI0JHCEHUSA 8 YETOBEUECKUE PECYPCHL MOV CYWeCMBEHHO NOGTUAMD HA UX NPOU3BOOUMETbHOCMY, UMO, KOHEUHO, THAKHCe
A€M HA UX KOHKYpeHmocnocobnocmo. Kopnopamusnas kynsmypa Kax pas npediazaem camuiii 6016Ulol UCTHOYHUK
KOHKYpeHmHOo20 npeumywecmea npeonpusmuil. Tlocmosunaa aoanmayus K UBMEHAIOWUMCA PbIHOUHBIM YCIOBUAM
npusnexaem KOMNAHUU 6KAAObIBAMb CE0I0 IHEPIUI0 U (YUHAHCHI 6 NEPCOHAN 34 CHem NOBLIUEHUS UX KOMNemeHYUl.
B cmamuve Oenaemcs 6v1600 0 mom, umo 6ce 3mu NEMEHMbl MO2YM 3HAYUMETLHO NOBbICUNb YOOBILEMEOPEHHOCb
COMPYOHUKOS, UX MOMUBAYUIO U OCODEHHO UX NPOU3BOOUMENbHOCb Mpyod, 4mo, Cled08amenbHO, NOLOHCUMETbHO
cKasvigaemes na 6oavuell dghgexmusHocmu, NPOYeeManuL U KOHKYPEHmMOCnOCoOHOCMU Camoll KOMNAHUU.

Kniouegvie cnosa: manocosas cucmema, uenoseueckue pecypcvl, UHEECTMUYUY, UHBECUYUOHHAS NOAUMUKA,
yenoseueckull Kanumai.
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