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Summary

Given the ongoing instability in the global economy, there is growing interest in how economic
systems will evolve in the coming years—particularly in relation to technological advancement and
innovation. As past experience has shown, the emergence and adoption of technological innovations often
serve as key drivers of economic growth by improving productivity, creating new markets, and reshaping
industries. This paper reviews various theoretical approaches to defining the concepts of "innovation™ and
"innovation activity," drawing on a range of academic sources and offering a retrospective analysis of
significant contributions in the field. The analysis reveals that for enterprises operating in knowledge-
intensive sectors, success increasingly depends on the effective implementation of comprehensive
innovation management strategies. These strategies must go beyond the development of new technologies
and include scientific research, skilled personnel, human capital development, and effective
commercialization processes. In this context, innovation management is not a one-dimensional effort, but
a complex, integrated system that requires coordination across multiple areas. A systematic and well-
supported approach to innovation allows enterprises to remain competitive, adapt to changing market
demands, and contribute to long-term economic development, even amid global uncertainty.
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Introduction
Ongoing developments in both the global
economy and the economy of the Republic of

In an era marked by global economic
transformation and increased price fluctuations in
natural  resources and raw  materials,

Azerbaijan show that innovation, driven by rapid
advancements in science and technology, plays a
crucial role in shaping all aspects of societal
progress and supports economic recovery. Today,
the innovative model of economic development is
seen as one of the most promising and suitable
paths for Azerbaijan’s national economy-
especially in light of the current global economic
challenges. According to Kondratiev’s theory of
long economic cycles (long waves), recovery from
economic downturns and the beginning of new
growth phases often stem from a breakthrough
innovation that triggers further innovations across
various sectors. Therefore, boosting innovation is
essential for initiating sustainable economic
growth [13].
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modernization and breakthrough innovations have
become key drivers of socio-economic
development. By actively adopting innovative
approaches, companies can enhance
competitiveness, enter new markets, and
strengthen their positions both globally and
locally. Building a strong innovation infrastructure
also gives firms a strategic edge-an increasingly
vital factor in today’s global business
environment.

Conceptual and Methodological Framework
of the Study

In this study, both methodological and
theoretical frameworks were applied, combining
system-based and theoretical analyses to outline
key research directions within innovation theory,
define relevant conceptual models, and explore
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how they are connected. Throughout the research
process, a range of methods was used, including
system and behavioral approaches, comparative
and grouping techniques, analogies, logical
reasoning, scientific assumptions, and economic-
statistical analysis.

For Azerbaijan to further advance its
innovation-driven economic development model,
it is essential to strengthen and expand innovation
infrastructure, prioritize the advancement of
innovative technologies and scientific research,
and invest in training programs that build skills
and expertise in technology and innovation.
Enhancing collaboration  between research
institutions, universities, and private enterprises
will also accelerate the adoption of innovations
and boost the competitiveness of Azerbaijan’s
economy on the global stage.

Additionally, better legal frameworks related to
innovation can encourage more innovation activity
and attract investments into high-potential
projects. The formation of strong public-private
partnerships and the establishment of specialized
R&D centers are also critical for turning new
technologies into practical products and services.

Adopting an innovation-oriented development
model not only drives economic growth but also
leads to new employment opportunities, more
efficient work systems, and increased
productivity. Expanding the innovation ecosystem
can reduce Azerbaijan’s reliance on fossil fuels
and support greater environmental sustainability.
In summary, fostering innovation is vital for the
long-term success and resilience of Azerbaijan’s
economy.

In today’s evolving economy, where
knowledge and technology are key drivers of
competitiveness, innovation and creative activity
are gaining even greater importance. Numerous
researchers and experts emphasize that innovation
plays a vital role in shaping the emerging global
economic landscape. This review focuses on the
theoretical foundations of how innovation and
innovative efforts contribute to economic
transformation.

1. The Impact of Innovation on Economic
Transformation and Development

Innovation plays a vital role in driving
economic development. As highlighted by
Schumpeter (1934) [26], innovation serves as the
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core engine of economic growth by boosting labor
productivity, conserving resources, and generating
new products and services to meet market needs.
Similarly, Porter (1990) [23] emphasized that
innovation is a fundamental factor in enhancing
the competitiveness of firms and entire industries.
Exploring various dimensions of innovation is
therefore essential to fully understand its impact on
economic progress.

Innovation activities encompass the full cycle-
from the creation and implementation to the spread
of innovation throughout the economy. According
to Drucker (1986) [6] and Nelson (1993) [20],
innovation should be at the core of every
company’s strategic approach. These activities
involve entering new markets, developing cutting-
edge products and services, advancing innovative
technologies, and improving  production
processes. To successfully carry out an innovation
strategy, organizations must have skilled
professionals and adequate financial resources to
support such initiatives.

Economic transformation involves a shift from
traditional goods production toward knowledge,
cultural outputs, and advanced technologies.
Freeman (1987) [10] emphasized that in such an
evolving economy, innovation becomes a central
force in  building competitiveness.  This
transformation opens up fresh opportunities for
innovation-not only by increasing the quantity of
new products, but also by improving their quality.
At the same time, it presents new challenges, as
businesses must adapt to fast-changing market
dynamics and conditions.

The innovation system serves as an economic
framework that drives scientific and technological
progress, supporting overall economic growth.
According to Christensen (1997) [4], this system
comprises elements such as scientific research,
technological advancements, innovative business
models, and more. In today’s shifting economic
landscape, strengthening the innovation system is
essential to stimulate renewed economic
development and sustain long-term progress.

Developing and implementing innovation
strategies is a key step toward building a
company’s competitiveness. Chesbrough (2003)
[3] and Mitra (2021) [17] highlight the crucial role
these strategies play in fostering innovation.
Effective innovation strategies should align both
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economic and social goals while remaining
flexible to adapt to evolving market conditions.
Key priorities in this process include setting clear
objectives, creating a detailed action plan,
allocating the necessary resources, and identifying
and managing potential risks. In today’s
environment, collaboration with other businesses
and government institutions is also essential for
advancing innovation efforts.

Lundvall (1992) [15] and Freeman & Soete
(1997) [11] emphasize the importance of
connecting innovation with corporate social
responsibility. Innovation should not only drive
economic progress but also address social
challenges, enhance quality of life, and support
environmental sustainability. This highlights the
need for innovation to go hand in hand with ethical
and moral principles in business practices,
ensuring that progress benefits society as a whole.

Innovation has become a key driver of
economic development for countries. As noted by
Fogel (2000) [7] , innovation contributes to higher
living standards, job creation, and enhanced global
competitiveness. Freeman and Soete (1997) [11]
also emphasized that innovation can be a crucial
factor in national prosperity, particularly for
developing economies. Advancing innovation
requires substantial investment from both
businesses and the government, along with the
presence of supportive infrastructure.

Overall, the analysis confirms that innovation
plays a central role in economic transformation. It
enables companies to strengthen their
competitiveness and develop new products and
services that respond to evolving market demands.
However, for innovation activities to thrive,
adequate infrastructure and consistent investment
are essential. Among the most promising areas for
innovation today are information technologies, as
well as advancements in healthcare and
environmental solutions.

2. Discussions

There is a growing global focus on the role of
innovation in national economic development.
The Organisation for Economic Co-operation and
Development (OECD) has created several
frameworks for collecting and analyzing data on
science, technology, and innovation. The Frascati
Manual [9] defines innovation as the final outcome
of innovative efforts, reflected in a new or
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improved product introduced to the market, a new
or enhanced technological process in use, or a
novel approach to delivering social services.
Similarly, the Oslo Manual expands the definition
of innovation to include any scientific,
technological, commercial, organizational, or
financial activity that leads to or is intended to lead
to innovation. This manual also identifies four
main types of innovation: product, process,
marketing, and organizational.

Although there is no single universal definition
of "innovation activity," the descriptions provided
by the Frascati and Oslo Manuals are widely
accepted in practice and capture the core purpose
and value of innovation in the modern world.
Recent research shows that companies with highly
skilled staff, economic stability, and strong
infrastructure are generally more successful in
their innovation efforts. Foundational theoretical
works in this field explore the roots of innovation,
challenges in  managing scientific and
technological progress, and broader innovation
systems.

Unlike traditional views of economic growth-
focused mainly on increasing the efficiency of
production factors-today’s perspective recognizes
innovation as a crucial element for achieving
competitive advantage and meeting customer
needs. In this light, greater attention should be paid
to the adoption of new technologies, research and
development (R&D), marketing strategies, and
innovative organizational models. It's also
important to remember that innovation is not an
end in itself-it must be designed to address real-
world social and economic challenges.

Currently, there is a pressing need to strengthen
the innovation base in developed economies while
creating favorable conditions to nurture innovation
in developing countries. A successful innovation
strategy requires not only goal setting, but also
effective management of processes and resources.
Moreover, building collaborative networks
between businesses, government bodies, and
academic institutions is essential for sharing
knowledge, experiences, and technological
advancements.

Innovation has thus become a vital driver of
economic development, helping solve real
problems and improve quality of life. A supportive
environment, strategic innovation management,
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and strong partnerships are all key components for
success in this area. In today's competitive world,
innovation activities are central to achieving
sustainable growth and responding to societal
needs.

Managing innovation effectively is one of the
major challenges in a market economy. Van
Wulfen (2011) [28] introduced the FORTH
method (Full Steam Ahead, Observe & Learn,
Raise Ideas, Test Ideas, Homecoming), which
outlines a step-by-step framework for innovation.
However, this method emphasizes the
psychological development of innovators more
than concrete mechanisms. Pisano (2015) [22]
highlights the difficulties of aligning innovation
strategies with broader organizational goals and
the challenge of prioritizing among innovation
projects. He advocates for tools that ensure
harmony between strategy, structure, and resource
allocation. Foster and Kaplan (2011) [8] argue that
innovation activities are highly dependent on
external environmental dynamics. They suggest
adapting strategic planning methods and
considering alternative approaches to innovation.
Barancheev, Maslennikova, and Mishin (2014) [2]
point out that innovation management is unique in
that it centers on the innovation life cycle and often
relies on concentrated expertise and knowledge. In
this view, innovation is the result of designing new
knowledge, not just new products. Various models
of innovation processes have been proposed in
economic literature. The “technology push”
model, supported by Tugan-Baranovsky [27],
Schumpeter [26], and Mensch [16], emphasizes
innovation initiated by scientific discovery. On the
other hand, the "market pull” model, backed by
Freeman and Soete (1997) [12] and Kuzma et al.
(2020) [14], highlights demand-driven innovation.
Aoki and Patrick (1995) [1] proposed the
integrated innovation model, while Rothwell
(1994) [25] and Mowery (1995) [18] developed
the coupled model, which merges both push and
pull factors. Additionally, Cooper (1979) [5] and
Oppenlander (1977) [21] introduced the strategic

network innovation model, focusing on
collaborative innovation within interconnected
systems.

The "technology push™ model views innovation
as stemming from advancements in science and
technology, while the "demand pull" model
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emphasizes market needs and how firms in
knowledge-intensive sectors respond to consumer
demands. The coupled model integrates both
perspectives, recognizing the non-linear nature of
innovation processes. Meanwhile, the integrated
innovation model focuses on bringing together
expertise from multiple disciplines to speed up the
creation of new products. Despite their
differences, all these models share a common
emphasis on generating and utilizing new
knowledge to achieve organizational goals.

The active integration of innovative
technologies into production not only reduces
costs but also enhances product quality and
improves  overall  productivity.  Managing
innovation, however, is a complex and
multifaceted task that requires a mix of strategic
tools and flexible approaches. Crucially, it
involves engaging the entire workforce-since
innovation often emerges not just from individual
talent but through collaboration and teamwork.

To foster a culture of innovation, companies
should build an environment that encourages
creative thinking and supports new ideas. This can
be achieved by organizing regular brainstorming
sessions, creating incentives for meaningful
contributions, and promoting a culture that
embraces experimentation and fresh perspectives.
In addition, having a clear innovation strategy and
an efficient project management system is key.
These elements help identify high-potential

projects, allocate  resources  effectively,
troubleshoot issues, and accelerate decision-
making.

Innovation management should be an ongoing
and adaptive process that allows businesses to stay
responsive to market shifts and emerging
challenges. Moreover, innovation should not be
confined to internal efforts alone; external
collaborations ~ with  universities,  research
institutions, and business partners are equally
valuable. Companies can explore various forms of

cooperation such as joint ventures, project
partnerships, and technology licensing.
A crucial component of innovation

management is the ability to measure and assess
performance. Establishing clear key performance
indicators (KPIs) and evaluating project outcomes
regularly enables companies to refine their
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processes and make more informed decisions over
time.

All of these elements are essential for
companies striving to maintain competitiveness
and achieve sustainable growth in an ever-
evolving marketplace. Strong leadership support is
also critical-management must recognize the
strategic importance of innovation, commit
resources, and create the right conditions for ideas
to be realized. This includes fostering a workplace
culture where employees feel empowered to share
their ideas, work collaboratively, and contribute to
a diverse and inclusive innovation environment.

In conclusion, effective innovation
management requires a holistic approach.
Companies that succeed in cultivating a strong
innovation culture and applying comprehensive
management strategies will be better positioned
for long-term success. A review of academic
literature confirms that firms engaged in
knowledge-intensive production must adopt a
wide array of innovation management methods-
spanning  technological, scientific, human
resource, and commercial strategies. This
approach enables businesses to adapt more
successfully to economic transformation and
secure long-term growth.

3. Conclusion

One of the pressing challenges today is to create
an environment that supports innovation and to
better understand how ideas can be transformed
into final products. While much has been written
about innovation, less attention has been given to
the obstacles that hinder successful outcomes.
Among the key risks in innovation activities is
market risk, but external economic factors can also
strongly influence the viability of innovative
projects.

Although  economic literature includes
numerous studies on innovation and related fields,
there remains a gap in methodological tools to
support effective innovation management within
enterprises. Similarly, while many papers focus on
knowledge-intensive industries, there is no
universally accepted framework for identifying
and classifying these sectors. Establishing clear
criteria for  defining  knowledge-intensive
industries is essential for advancing research and
practice in this area.
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In the context of ongoing economic instability,

industries are undergoing significant
modernization,  particularly ~ through  the
restructuring of enterprises in knowledge-

intensive sectors. This transformation demands
greater efficiency in innovation activities.
Productive and well-managed innovation in these
enterprises is expected to play a central role in
shifting the economy from a resource-based model
to one driven by innovation.

However, the reorganization and
modernization of knowledge-intensive firms
require substantial investment, and poor planning
or decision-making in innovation management can
lead to costly mistakes. As such, there is a clear
need to enhance the methodological tools used in
managing innovation within these industries.
Strengthening this framework would support more
informed and effective managerial decisions.
Drawing on an analysis of current innovation
management practices, it is recommended to
establish a unified methodological approach to
guide and support innovation processes in these
sectors.
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POJIb THHOBAIIMI B 3KOHOMI/I‘—[ECKOI‘/JI TPAHC®OPMAIINU:
TEOPETHYECKHUH B3I'JIA

Pasiome

C yué€rom npoomKaroIIeicss HeCTaOMIBHOCTH B MUPOBOM SKOHOMHUKE PacTET HHTEPEC K TOMY, KaK
HSKOHOMUYECKHE CHUCTeMbl OyqyT pa3BUBaTbcs B ONipKailliie Trojbl, OCOOEHHO B KOHTEKCTE
TEXHOJOTMYECKOr0 Iporpecca U MHHOBaUMi. VICTOpHUYECKHI ONBIT MOKAa3bIBAET, YTO MOSBICHUE U
BHEJIPEHUE TEXHOJIOTMYECKUX MHHOBALMI YacTO BBICTYMAET KIHOYEBBIM (PaKTOPOM SKOHOMUYECKOTO
pOCTa, CrIocOOCTBYS MOBBIIIEHHUIO POU3BOIUTEIBHOCTH, CO3/IaHHIO HOBBIX PHIHKOB M TpaHchopMaluu
orpaciieil. B naHHO# paboTe paccMaTpUBAIOTCS Pa3IMYHBIC TCOPETHUSCKHE TTOAXOIBI K OIPEICIICHUIO
MOHATUN «MHHOBALIUA» U «WHHOBALIMOHHASA JESATEILHOCTBY, NPOBOJIUTCS PETPOCIIEKTUBHBIM aHaIN3
3HAYMMBIX HAyYHBIX TPY/IOB IO JAHHON TeMe. AHAIN3 MOKA3bIBACT, YTO JUIS IPEATIPHITH, PAOOTAFOIIINX
B HAYKOEMKHX OTpaciisiX, ycrmex Bc€ dYaile 3aBUCUT OT S((EKTHBHOM peanu3alui KOMIUIEKCHBIX
CTpaTeruii ymnpaplieHHUs MHHOBAIMSIMU. Takue CTpaTeruu JOJDKHBI BKIIIOYATh HE TOJBKO Pa3zpabOTKy
HOBBIX TEXHOJIOTHH, HO Ml HAYYHBIC UCCIICIOBAHUS, IOITOTOBKY KBATU(UIIMPOBAHHBIX KaJPOB, PA3BUTHE
YeJIOBEUYECKOro KamuTajga U 3(Pp(eKTUBHYI0 KOMMEpIHaIM3aluio. B 3TOM KOHTEKCTe YIpaBieHHE
WHHOBAIIMSMH TIPEJICTABIISIET COO0M HE OTHOCTOPOHHIOI 337ady, a CIOXHYI0 M HHTCTPUPOBAHHYIO
CHCTEMY, TPEOYIOIIYI0 KOOPAMHAIIMU B Pa3nudyHbIX cepax. CUCTEMHBIM 1 000CHOBAHHBIA MOIXO K
MHHOBAILIMSAM TIO3BOJISIET TPEANPHUITUSM COXPAHATh KOHKYPEHTOCIIOCOOHOCTh, aJalTUPOBATHCS K
M3MEHSIOLTUMCSI YCIIOBHSIM PhIHKA M BHOCUTH BKJIQJl B JIOJITOCPOYHOE SKOHOMHUYECKOE PA3BUTHE JAXKE B
YCJIOBUSIX I100aNbHON HEOPeeIEHHOCTH.

KiroueBble ciioBa: MHHOBaLMK, S5KOHOMHYECKAs TpaHChOpPMALUs, HTHHOBAIMOHHAS JIESITEIbHOCTD,
HUNOKP (nay4Ho-uccienoBareibCcKue 1 OMbITHO-KOHCTPYKTOPCKUE Pa3padOTKM).
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INNOVASIYANIN iQTiSADI TRANSFORMASIYADAKI ROLU: NOZORI PERSPEKTIV

Xiilasa

Qlobal iqtisadiyyatda davam edon geyri-sabitlik fonunda iqtisadi sistemlorin yaxin illords neco inkisaf
edacayi, xiisusilo texnoloji toraqqi vo innovasiyalar kontekstindo, getdikco daha ¢ox maraq dogurur.
Tarixi tocriiba gostarir ki, texnoloji innovasiyalarin meydana ¢ixmasi vo totbigi ¢ox vaxt igtisadi artimin
osas amili kimi ¢ixis edir, bu da mohsuldarligin artmasina, yeni bazarlarin formalagsmasina va saholorin
transformasiyasina sobob olur. Bu maqalads “innovasiya” vo “innovativ foaliyyst” anlayislarinin miixtolif
nazari yanagmalart aragdirilir, bu sahadoki mithiim elmi islorin retrospektiv tohlili aparilir. Tohlil gostorir
ki, bilik-intensiv saholordos foaliyyat gostaron miiossisolorin uguru getdikco daha ¢ox kompleks innovasiya
idaragiliyi strategiyalarinin somarali totbigindon asilhidir. Bels strategiyalar yalniz yeni texnologiyalarin
hazirlanmasini deyil, hom do elmi todgiqatlari, ixtisash kadr hazirligini, insan kapitalmin inkigafin1 vo
somarali kommersiyalagdirmani ohato etmalidir. Bu kontekstds innovasiya idaragiliyi birtorafli foaliyyot
deyil, miixtolif saholor arasinda koordinasiya tolob edon miirakkab vo inteqrasiya olunmus sistemdir.
Sistemli vo osaslandirilmig yanagma miiossisalora raqabat qabiliyystini qorumaga, doyison bazar
sortlorino uygunlagsmaga vo global geyri-miioyyanlik soraitinds belo uzunmiiddotli igtisadi inkisafa tohfo
vermaya imkan yaradir.

Acar sozlor: Innovasiya, iqtisadi transformasiya, innovativ faaliyyat, elmi-todqiqat vo
tokmillogdirma (ETT).
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