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STATE-PRIVATE PARTNERSHIP IN RECONSTRUCTION AND
DEVELOPMENT IN POST-CONFLICT AREAS IN AZERBAIJAN

Summary

The article emphasizes the importance of state-private partnership in the reconstruction and
development of post-conflict areas in Azerbaijan. State-private partnership is a strategy that holds
particular significance in the socio-economic development and financing of these regions.

Objective: the aim is to investigate the role of state-private partnership in the processes of
reconstruction and development in post-conflict areas in Azerbaijan, including its history, financing
mechanisms for state-private partnerships in these areas, social and economic impacts, job creation,
economic growth, sustainable development, and green infrastructure.

Methodology: the research employs a dialectical and logical approach, utilizing statistical
analysis methods.

Results of the Research: the research presents an approach to state-private partnership for
reconstruction and development in post-conflict areas in Azerbaijan. This model offers a wide
range of benefits, from infrastructure restoration to the stimulation of social and economic
development.

Keywords: post-conflict, reconstruction, state-private partnership, socio-economic impact,
green infrastructure

Introduction

Immediately after the conflict, the affected areas in the South Caucasus region,
including Azerbaijan, faced both reconstruction and new development challenges. The
policy of rehabilitating and reconstructing the destroyed areas is a crucial component of the
comprehensive recovery plan for normal life, well-being, and the restoration of essential
infrastructure after the conflict. The goal of mutual rehabilitation and reconstruction
policies is to create conditions that facilitate the process for Azerbaijani citizens to return
to their homes and permanent residences. It also aims to transform the territories reclaimed
from the aggressor into centers for agricultural development. The development of public
infrastructure and the liberated territories from Armenian occupation should be managed
not as charity or humanitarian aid but as a business opportunity and in the context of local
growth.

In other words, alongside the repair of houses, buildings, and the urban environment,
as well as the reconstruction of infrastructure, it was also of significant importance from a
foreign policy perspective to demonstrate the government’s ability to manage the entire
area and the complex processes of social and economic reintegration. In such a situation,
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reconstruction can be understood as a process of rehabilitating the areas in this manner,
which should hold particular relevance for the future development of the territory. The
reconstruction process must also be environmentally sustainable.

The History of State-Private Partnership in Reconstruction and Development

Despite being relatively new in the context of state-private partnership development,
its nature has historical roots dating back to ancient times. There are various definitions of
state-private partnership that depend on its usage by different countries and organizations.

State-private partnership combines the best aspects of both sectors-“the public
sector’s commitment to public interests and the corporate sector’s focus on efficiency and
productivity,” thus state-private partnership is assessed as “the relationships established to
facilitate the delivery of public infrastructure, services, and projects between the
government and the private sector” [7, p. 4827]. There are many perspectives on what
public-private partnership means and how it is interpreted.

There are various models for state-private partnership and its different forms. The
main types of joint activities that the government and the private sector intend to undertake
are as follows: the public sector negotiates with the private sector's businesses to import
public goods and services (making greater use of competitive source markets for the
supply of public goods and services) [6, p. 355].

Different models of state-private partnership include service contracts, management
contracts, auxiliary sector leasing, and concessions. In most sectors, contracts and
commercial arrangements should be aligned with the type of service provided. The various
models for PPP are suitable for different applications and have distinct aspects and forms
to some extent. Furthermore, state-private partnership, as a concept of state-private
cooperation, can contribute to addressing some of the challenges of post-conflict
reconstruction and development in the territories of Azerbaijan.

The Role of State-Private Partnership in Post-Conflict Reconstruction

Since both reconstruction and development should be understood as an
interconnected set of activities that must be carried out in a unified manner, it is accepted
that a genuine development approach for populations affected by conflicts should be
promptly validated after the conflict ends [13, p. 1013].

In addition to contributing to the reconstruction and integration of countries and
societies emerging from wars, state-private partnership can also help eliminate the
infrastructure constraints characterizing development, especially in conflict zones and
border regions [8, p. 1528].

With good policies in place, partnering with the private sector can significantly
impact these potential areas of development, driving growth, investment, and job creation.

In recent years, scholars and practitioners in the fields of post-conflict reconstruction
and development have focused their attention on the potential of state-private partnership
in promoting resilience, development, and peace in conflict and post-conflict areas [12, p.
9].
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The involvement of the private sector in such activities brings undeniable benefits,
ranging from gaining experience and achieving efficiency gains to job creation and
strengthening sustainable recovery. However, state-private partnerships, particularly in
countries recovering from conflict, face a number of dilemmas. Therefore, the ultimate
value proposition of such "hybrid" forms should be measured against these benefits and
challenges [9, p. 133].

Scholars and practitioners focus on various perspectives for post-conflict
reconstruction and development, including attracting private capital, enhancing economic
benefits, gaining international experience, stimulating competition and local potential, and
delivering key services through civil society organizations and the private sector for the
benefit of the local population, including managing and delivering enterprises within post-
conflict parameters [11, p. 14].

However, despite many potential benefits, a number of implementation, risk,
management, accountability, and ethical issues have been encountered. In developing
countries, many of the same issues are intensified in post-conflict parameters. Research
highlights political economy risks for the government, financial risks, and reputation risks,
as well as challenges related to social accountability, the establishment of reliable
commitments, and the limited dissemination of administrative capacity and information.

Financing Mechanisms and Socio-Economic Impacts of State-Private

Partnerships in Post-Conflict Areas

In the coming decade, with the increase in the number of state-private partnership
projects, many governments have sought to establish new mechanisms for financing state-
private partnerships, aiming to restore their potential to create higher living standards for
various social groups. The creation of options for financing state-private partnerships
continues. Currently, there are three options for financing state-private partnerships, which
include borrowing models, concessional financing models, and mixed models [4, p. 498].

The most significant and least controversial source is the Structured Finance Rule. It
is assumed that state-private partnership will make a socio-economically significant
contribution in post-conflict regions. The regional component of state-private partnership
can enhance the pace of economic development and increase wealth and employment over
the long term [2, p. 435].

This can ultimately contribute to the strengthening of security. In fact, employment
is a cornerstone and is closely linked to the consolidation of internal security. Jobs help
stabilize the living areas for returnees and are seen as the most urgent requirement for
reintegration, independent existence, and self-help strategies to ensure a decent standard of
living.

Job Creation and Economic Growth

The biggest problem in any post-conflict area is the lack of employment
opportunities and limited economic stimulus. This is a long-term process to create new
jobs and economic growth in the region, and there are several important aspects to
establishing sustainable employment opportunities for people living in post-conflict
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communities. State-private partnerships can address many aspects in this area by
promoting service infrastructures, industrial growth, import substitution, and creating
export potential. The involvement of the private sector ensures economic development
with the participation of people and, thus, resilience in combating violence.

One of the reasons for always including extensive consultations with civil society
and the private sector in the Post-Conflict Needs Assessment (PCNA) process is to ensure
the inclusion of voices and also to stimulate ownership of the recovery program [5, p. 9].

Increasingly, PCNAs also include assessments of poverty and social issues, allowing
for the inclusion of voices that are rarely heard in consultations. Additionally, it ensures
that the recovery program is designed to contribute to longer-term sustainability and plays
to the strengths and resources of the country, thereby fostering reconciliation and peace.

When implementing state-private partnership projects in post-conflict areas,
consideration of the environment and social impacts is crucial. Sustainability is essential
for state-private partnership projects in these areas. The reconstruction/development
processes create excellent opportunities to present leading practices for environmental and
social development within the framework of state-private partnerships, ensuring
improvements in social, economic, and environmental conditions in Azerbaijan. State-
private partnership projects can support this goal and encompass not only traditional
services (such as airport construction) but also functions related to green infrastructures,
such as sustainable water and wastewater services, solar energy, afforestation, energy
efficiency, and relevant projects. These ecological considerations can also be economically
justified from the perspective of social, health, and economic development. Environmental
assessments and action plans that enhance the environment should be required through the
sustainable development process.

Sustainable Development and Green Infrastructure

According to the World Commission on Environment and Development, sustainable
development is development that meets the needs of the present without compromising the
ability of future generations to meet their own needs. In general, it is described as the
viability of society's long-term existence without depleting individual, socio-economic, or
natural opportunities and resources. In a specific sense, sustainable development
encompasses economic, social, individual, and environmental development and security [1,
p. 5].

It is crucial to achieve a balanced integration of four essential forms of security so
that they can nourish one another. According to the Paris Declaration, alongside
fundamental values such as equal opportunities, autonomy, and democratic participation,
the freedom, health, and equitable use of the environment are also recognized as aspects of
security.

According to financial indicators, investments are the consumption of production
over the course of a year. If ecological sustainable development, state-private partnerships,
and financing provided by the private sector are in focus, it suggests that investments can
also encompass the replenishment of natural resource sources and ecosystems where other
physical capital is built [3, p. 27].
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In economic literature, green or sustainable infrastructure refers to physical
production structures used for the production of ecologically valuable goods and services.
This is a new concept in terms of financial indicators. It represents an overall outcome in
reducing risks to security and quality of life and achieving sustainable development.
Recently, investments in new industrial and social infrastructure, along with new
incentives and development projects related to State-Private Partnerships, have been
combined with ecological or environmental considerations (such as biodiversity, air and
water quality, and landscape) under the same definition. They promote environmentally
responsible investments for the development of post-conflict areas by reducing the costs of
potential ecological regulations.

Conclusion

Numerous government reports, presidential decrees, orders, and other official
documents indicate that the Republic of Azerbaijan, rich in hydrocarbon resources,
recognizes the importance of diversifying its economy and aims to promote and enhance
the development of the private sector in the post-conflict area. Nevertheless, there are no
direct references to the implementation of State-Private Partnerships for this purpose.

Based on the analyzed literature and empirical data, the following policy

recommendations are proposed to enhance the effective implementation of State-Private
Partnerships in the Republic of Azerbaijan for ensuring the socio-economic development
of post-conflict areas, both from foreign and national origins:

- Develop and implement a discrete and comprehensive legal framework for State-Private
Partnerships.

- Propose amendments to the existing legislation of the Republic of Azerbaijan to address
all issues arising before, during, and after the implementation of State-Private
Partnerships. These amendments should answer the questions of "who," "what," "when,"
"where," and "how," considering all stakeholders, both national and foreign.

- Consolidate the regulatory, oversight, and monitoring functions of State-Private
Partnerships within a single entity.
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Hikmat Mirzoyev

AZORBAYCANDA MUNAQISODON SONRAKI ORAZILORDO YENIDONQURMA VO
INKiSAFDA DOVLOT-OZOL TOROFDASLIGI

Xiilaso

Mbaqgala Azarbaycanda miinagisadan sonraki arazilarda yenidonqurma va inkisafda doviat-
0zal torafdashgin vacibliyini vurgulayir. Doviat- ozal tarafdasliq bu arazilorin sosial igtisadi-
inkisafinda, maliyyalosmasinda xiisusi ahamiyyat kasb edan strategiyadir.

Moagsad — Azorbaycanda miinaqisaden sonraki orazilorde yenidonqurma vo inkisaf proses-
lorinda dovlat-6zal torafdagligin rolunu, tarxni, miinaqisodon sonraki arazilords dovlat-6zal toraf-
dasliginin maliyyslosdirmo mexanizmlari masalalori, sosial-iqtisadi tesiri, ig yerlorinin yaradilmasi,
igtisadi artim, davamli inkisaf vo yasil infrastruktur kimi mosalslori aragdirmaqdir.

Metodologiya — todgiqat isindo dialektik, montiqi yanagma, stetistik tohlil iisullarindan
istifads edilmisdir.

Tadgiqatin naticalori — Azorbaycanda miinaqigadon sonraki orazilorde dovlst-6zal torof-
dasliq, yenidenqurma vs inkisaf {igiin yanagma taqdim edir. Bu model, infrastrukturun barpasindan
tutmus sosial veo iqgtisadi inkisafin stimullagdirilmasina gader genis spektrli faydalar toqdim edir.

Acar sozlor: post-konflikt, yenidonqurma, doviat-ozal tarafdaslig, sosial-igtisadi tasir, yasil
infrastruktur
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Xukmer Mup3aen

T'OCYJAPCTBEHHO-YACTHOE NAPTHEPCTBO B BOCCTAHOBJIEHUM U
PA3ZBUTHUU IOCTKOH®JIUKTHBIX TEPPUTOPUM ABEPBAMIDKAHA

Pe3ztome

B cmamve noouepxuseaemcs 6adCHOCMb 20CY0APCMEEHHO-YACMHO20 NAPMHEPCMEa 8
60CCMAHOGNEHUY U pa3eumMuu  NOCMKOH@IUKMHBIX — meppumopuii  Azepbaiiodxcana.
T'ocyoapcmeenno-uacmuoe napmuepcmeo a8aemcs cmpamezueli 0co6020 3HA4eHUs 8 COYUANbHO-
IKOHOMUYECKOM PA3GUMUL U PUHAHCUPOBAHUU IMUX Chep.

Ilens — wccienoBaTh pOJIb  TOCYJApCTBEHHO-YACTHOrO MApTHEPCTBA B Mpolieccax
BOCCTaHOBJIGHUSI U Pa3BUTHS TOCTKOH(IUKTHBIX TEppUTOpUi B AsepOaiijpkaHe, €ro HCTOPHIO,
BOMPOCHl ~ MEXaHM3MOB  (DMHAHCHPOBaHWS  TOCYJAPCTBEHHO-YACTHOTO  IMApTHEPCTBA B
MOCTKOH(IMKTHBIX PErHOHAX, COMUALHO-DKOHOMHYECKOE BO3JICHCTBHUE, CO31aHue PaboYnX MeCT,
SKOHOMHYECKHI POCT, YCTOHYMBOE Pa3BUTHE U 3elieHas HHPpacTpyKTypa.

Memooonozuss — B WCCIENOBATENbCKOH paboTe HCIONB30BaHbl  JIMANICKTUYECKUH,
JIOTHYECKUN TIOXOJ1, METOJIbI CTATUCTHYECKOT0 aHAIN3A.

Pesynomamuvt  uccnedosanus OOECIICUMBAIOT TOJIXOA K TOCYJapCTBEHHO-YaCTHOMY
MapTHEPCTBY, PEKOHCTPYKIUH U Pa3BUTHIO B MOCTKOH(UIMKTHBIX pPErHOHax AszepOaiipkaHa. Jrta
MOJIeTIb TIpe/jiaraeT MIMPOKUN CHEKTP MPEHMYIIECTB: OT BOCCTAHOBIIEHUS! WH(PPACTPYKTYPHI O
CTUMYJIMPOBAHHS COLIMAIBHOTO U SKOHOMHYECKOT0 Pa3BUTHS.

Knrouegwie cnosa: nocmkonghnukmubviii nepuoo, pekoOHCMpYKYus, 20Cy0apcmeeHHo-4acmHoe
nNapmHepcmeo, CoOyuaIbHO-IKOHOMUECKUL d¢hgpexm, 3enenas ungpacmpykmypa
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