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Introduction. The construction sector is one of the key components of the economic system in both
developing and developed countries. In Azerbaijan, the strategic importance of this sector within the national
economy is primarily linked to the production and application of high-quality construction materials. Factors
such as product quality, production costs, the adoption of technological innovations, energy efficiency, and
scientific-technical substantiation play a crucial role in shaping the sector [5]. This field is not limited solely to
the construction of buildings and infrastructure, it also significantly contributes to the enhancement of social
welfare, employment growth, and broader economic development.

In the context of Azerbaijan, the construction sector plays a vital role in stimulating economic activity
and advancing the government’s long-term development strategies. However, the efficient and purposeful
implementation of construction projects is not confined to compliance with technical and legal requirements
alone, the integration of quality management systems is equally decisive for sectoral progress. Quality
management encompasses all stages of the construction process-from planning to execution and monitoring-
and ensures that predefined quality standards are consistently upheld [1], [2]. This approach not only improves
the technical quality of projects but also ensures their cost-effective and timely completion in accordance with
pre-established financial and scheduling frameworks, while fully meeting client expectations. One of the main
advantages of this model is its ability to reduce economic risks in the construction sector and enhance overall
operational productivity.

Analysis of recent research and publications. Today, a number of important studies have been conducted
on quality management in the construction sector, both in Azerbaijan and internationally. Among them,
the studies of E. Yusifov, A. Sarkarli, V. Byba, 1. Milenko, A. Paveliva, T. Kushnirova, H. Kezner, J. Juran,
A. Godfrey and others on quality management in the construction sector can be cited.

The purpose of the work is to analyze and justify quality management and economic approaches in the
construction sector in Azerbaijan.

The main material of the study. Since the year 2000, Azerbaijan’s construction sector has undergone
substantial development, reflecting its growing strategic importance within the national economy. The
construction sector is not only an important driving force of economic growth, but also occupies a leading
position in the national development strategy of the Republic of Azerbaijan in terms of expanding sustainable
employment opportunities. According to analytical data of the State Statistical Committee of the Republic of
Azerbaijan for recent years, the number of economic entities operating in this field demonstrates systematic
growth dynamics, and the sector's share in the Gross Domestic Product (GDP) is increasing steadily every
year. Large-scale construction projects implemented in Baku and other large industrial-urbanization centers,
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in particular, — multi-storey residential complexes, modern commercial infrastructure, transport arteries and
public facilities — act as practical manifestations of the national urbanization concept. However, against the
background ofrapid development rates, a number of structural problems and institutional inconsistencies are also
evident in the sector. One of the most serious challenges is the lack of widespread application of internationally
accepted quality management systems in the construction sector. For example, the limited level of application
of certified management standards such as ISO 9001 and ISO 14001 in the sector can directly negatively affect
the sustainability and safety level of projects. The sometimes formal approach to the local regulatory and legal
framework at the design, implementation and operation stages, and the inadequate application of technical
standards and ethical principles, especially by representatives of the private sector, reveal the institutional
weakness of the sector. Systematic monitoring conducted by the Ministry of Emergency Situations of the
Republic of Azerbaijan shows that a certain part of existing construction facilities does not meet the applicable
urban planning norms and technical safety requirements. Violations detected in the field of fire safety, lack
of systematization in the preparation of technical conditions and failure to take into account seismic stability
indicators are directly assessed as a threat to public safety and sustainable development criteria. The analytical
reports of the Ministry emphasize that the only formal nature of the expertise and control procedures carried
out in a number of projects may create serious socio-economic risks in the future and may have a negative
impact on the investment climate. At the same time, it is obvious that the sector also needs to be improved
in terms of human capital. Currently, a significant part of technical specialists operating in the construction
sector do not have the necessary specialization in the application of modern technologies. The realization of
innovative potential is delayed because new generation construction approaches — such as Digital Building
Information Modeling (BIM), the use of energy-efficient building materials and agile design methodologies —
are not widely applied in the real sector. Although state-level training and professional development programs
are being implemented in this direction, these initiatives are not able to fully meet the emerging demand
in the sector. In terms of the regulatory and legal framework, although the existing legislative acts in the
field, including the “Urban Planning and Construction Code” and the Law “On Construction Activities”,
determine the general mechanism of action, in some cases there is a lack of flexibility and effectiveness in
their application and implementation mechanisms. This also acts as one of the factors limiting the efficiency
of projects and investment flows. Increasing transparency in management, reducing bureaucratic procedures,
as well as modernizing control and administrative models based on digital technologies can significantly
strengthen the institutional stability of the sector. In this context, it should be noted that the construction
sector in the Republic of Azerbaijan has a special weight in the macroeconomic development trajectory of the
country, being of strategic importance in the formation of economic security and social infrastructure. Large-
scale infrastructure projects and urban development initiatives implemented over the past decades have led
to an increase in certain quality indicators in the sector. However, in order to ensure the long-term impact of
these achievements, it is necessary to deepen structural reforms, implement more stringent safety and quality
criteria, form human capital in line with technological innovations, and strengthen public-private partnerships.
Integrated management models built on the principles of digitalization, sustainability, and transparency can
enable the construction sector in Azerbaijan to become an internationally competitive system in the future.
Despite the existence of regulatory frameworks governing construction activities, practical application often
deviates from prescribed standards, resulting in inefficiencies and diminished project performance. One of the
most prevalent issues observed in construction projects is the frequent overrunning of budgetary allocations,
underscoring deficiencies in both planning and quality oversight mechanisms. The absence of a robust quality
monitoring infrastructure has occasionally led to the substandard utilization of resources and labor, failing to
meet the rigorous quality benchmarks essential for sustainable construction practices. By contrast, global best
practices emphasize that quality-centered management frameworks are integral to optimizing financial resource
allocation and enhancing production efficiency throughout the project lifecycle. In Azerbaijan, the number of
construction firms certified under internationally recognized quality standards remains relatively limited. For
instance, only 57 companies obtained ISO 9001:2015 certification between 2022 and 2023 [7], indicating
gradual but cautious progress in standardization efforts. The construction sector continues to serve as a vital
pillar of the national economy, contributing consistently to the country’s GDP. Although the sector’s GDP
share exhibits fluctuations across different time periods, an overall positive growth trajectory is evident [8].
Capital investment directed toward construction works in Azerbaijan represents a crucial element of the
country’s socio-economic strategy, mirroring ongoing infrastructural modeling and expansion initiatives.
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This study examines statistical data spanning 2013 to 2023 to analyze the annual dynamics, growth rates,
and structural share of investments allocated to construction activities. The generated analytical framework
(Figure 1.) facilitates a comprehensive understanding of sectoral transformations and provides a conceptual
foundation for assessing the efficacy of economic policies related to construction within the national economic
system [6], [8].
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Figure 1. Invesment expenditures in construction works in Azerbaijan, mln. manats
Source: compiled by the authors according to [6; 8]

From 2013 to 2023, investments in construction and installation works consistently represented a dominant
share-ranging from approximately 50% to 75%-of Azerbaijan’s total capital expenditures. For instance, capital
allocation rose from 11.8 billion manats in 2013 to over 15 billion manats by 2023. This stable investment
stream highlights the sector’s enduring priority within national economic planning. Beyond physical expansion,
these allocations have also enabled technological advancement and increased operational efficiency. Public-
private partnerships, in particular, have proven instrumental in expanding project scale and ensuring adherence
to international quality benchmarks. Such coordinated efforts are essential to strengthening the sector’s global
competitiveness and sustaining long-term national development.

The successful execution of construction projects fundamentally relies not only on technical quality but
also on economic efficiency [1]. From this perspective, quality management occupies a pivotal role, not merely
in production processes but in shaping the strategic direction of the entire project. Adherence to national
and international regulatory standards throughout construction processes minimizes material wastage and
reduces the need for rework and supplementary tasks, thereby enabling more accurate and cost-effective
project budget control. Effective planning and phased implementation ensure the project progresses according
to the established schedule, preventing time delays and associated additional financial expenditures [2]. The
early identification and prompt mitigation of potential risks significantly contribute to minimizing financial
losses and optimizing budget management [3]. Ensuring high-quality standards in projects enhances client
satisfaction and trust, laying a robust foundation for future collaborations and contributing to sustained long-
term economic profitability. Moreover, strict compliance with prevailing legal requirements and technical
norms in construction mitigates potential legal issues and helps avoid penalties and extra restoration costs.
Thus, the effective management of quality bears strategic importance in elevating the technical performance of
construction projects while ensuring financial prudence.

Figure 2. presents key macroeconomic indicators of Azerbaijan’s construction sector for the period
2013-2023, reflecting the impact of quality management on economic efficiency and the sector’s steady
developmental dynamics [6]. Internationally, the implementation of construction and infrastructure projects is
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recognized as a primary stimulus for revitalizing national economies and reinforcing macroeconomic stability.
In particular, projects related to the expansion of transportation networks, modernization of the energy sector,
and adoption of renewable energy resources introduce new dynamics into the economic system, establishing a
foundation for long-term structural development [4].
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Figure 2. Macro-economic indicators of comstruction enterprises in Azerbaijan
Source: compiled by the authors according to [6]

Between 2013 and 2023, the added value generated by Azerbaijan’s construction sector showed a dynamic
trend, increasing from 6,753.7 million manats in 2013 to 7,600.4 million manats in 2023. Despite periods of
decline-particularly during 2015-2020-this trajectory ultimately reflected the sector’s capacity for recovery and
adaptation. Key drivers of this growth include the integration of quality management systems, strict adherence
to international standards, and proactive risk mitigation strategies. These practices have improved efficiency,
reduced technical errors, and reinforced economic performance. In particular, efficient and effective quality
management, full compliance with applicable regulatory and legal requirements, as well as timely identification
and prevention of potential technical and engineering risks during project implementation are among the main
factors that form the basis of this rise. Given the complex nature of the construction sector and its various
technical components, quality control mechanisms are not only focused on the technical implementation of
specific projects, but have had a significant impact on the institutional sustainability and economic stability
of the sector as a whole. In this context, it should be noted that in modern times, quality control does not
only perform the function of checking technical processes and monitoring implementation mechanisms. It has
also become a multifaceted management tool that ensures the long-term sustainability of the socio-economic
results of projects. The systematic application of quality standards has both increased the functional reliability
of construction facilities and created conditions for the sector to comply with international technical indicators.
At the same time, internal audits on quality management, certification procedures and the application of
modern technologies act as one of the fundamental structural supports in the process of transformation of the
sector. Consequently, the construction sector has strengthened its role in national development, evolving into
a strategically significant component of Azerbaijan’s macroeconomic structure [6].

PMD Projects LLC, one of Azerbaijan’s leading construction and project management companies, approaches
quality management not merely as compliance with technical standards but as an integral part of its corporate
values and strategic objectives [11]. The company places strong emphasis on integrating health, safety, and
environmental (HSE) principles comprehensively into the planning and execution phases of projects, thereby
ensuring adherence to high-quality standards [8]. This approach is distinguished by its responsible conduct in
protecting workforce welfare, maintaining ecological balance, and safeguarding public interests. The quality
management system implemented by PMD Projects fully complies with the requirements of the international
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ISO 9001:2015 standard, enabling transparent, efficient, and systematic control throughout all project stages.
Within this framework, strict oversight mechanisms are employed to optimize resource use, minimize material
wastage, and reduce rework, which collectively ensure projects are completed on schedule and within budget.
Early identification and mitigation of risks also constitute a vital component of this management approach. The
company rigorously adheres to legal and regulatory requirements, clearly delineates responsibilities among
staff, and enhances the effectiveness of the management system through continuous expert supervision. Regular
internal audits and performance evaluations conducted by PMD Projects support ongoing development and
improvement efforts. This strategic approach has contributed to the company’s international recognition. For
instance, the “Hilton Garden Inn” project received the GPM360 certification for environmental sustainability
and was lauded as a model initiative. In 2020, PMD Projects was awarded by the “World Commerce &
Contracting” organization for excellence in commercial and contract management. Additionally, the “Agdam
Residence” and “AFEZ” projects were honored with the “Green Business Award” in 2023 at the Caspian
Water Innovation Forum for efficient water resource utilization and ecological sustainability. In energy
management, the company’s practices are certified under ISO 50001:2022, demonstrating responsible resource
usage and improved energy performance [10]. Quality standards applied across major projects such as “Zafar
Park,” “Hilton Garden Inn Baku,” “Agdam Residence,” “Zefir Mall,” and “Sharq Bazaar” extend beyond
technical criteria to emphasize safety and environmental sustainability principles [10]. In conclusion, the
quality management practices of PMD Projects LLC exemplify a comprehensive and integrative approach
encompassing technical, social, and economic dimensions within the construction sector. This model plays a
significant role in fostering a culture of quality in Azerbaijan’s industry.

Conclusions. Quality management plays a vital strategic role in the development of Azerbaijan’s
construction sector, both in terms of economic advancement and the successful execution of projects.
Analytical findings indicate that adherence to quality standards, combined with the efficient application of
planning and control mechanisms, significantly enhances not only the technical quality of construction projects
but also their economic performance. Increased investment, the ability to complete projects within designated
timeframes and budgets, improved client satisfaction, and the mitigation of legal risks are all key drivers of
sustainable growth in the sector. The case of PMD Projects LLC illustrates that quality management extends
beyond fulfilling technical requirements; it necessitates a comprehensive approach that integrates principles of
social responsibility and environmental sustainability. This integrative model not only ensures the successful
delivery of construction projects but also strengthens competitive advantage and contributes to international
recognition. Ultimately, the effective management of quality in Azerbaijan’s construction sector serves to
enhance economic efficiency while promoting long-term social and ecological resilience. For this reason, the
advancement and widespread implementation of robust quality management systems should be considered a
strategic priority within the country’s broader framework for sustainable development.

REFERENCES:

1. IS0 9001:2015 — Quality management systems: Requirements. 1SO.

2. Kerzner, H. (2017). Project management.: A systems approach to planning, scheduling, and controlling (12th ed.).
Wiley.

3. Juran, J. M., & Godfrey, A. B. (1999). Juran's quality handbook (5th ed.). McGraw-Hill.

4. Miniailenko, 1., Byba, V., Yusifov, E., & Pavelieva, A. (2022, January). The role of financial and investment
potential in achieving economical equilibrium in construction. Lecture Notes in Civil Engineering, no. 181, pp. 677-696.
DOI: https://doi.org/10.1007/978-3-030-85043-2 64

5. Yusifov, E., Sarkarli, A., & Kushnirova, T. (2022, January). Analysis of the role and place of the building materials
industry in the development of Azerbaijan's economy. Lecture Notes in Civil Engineering, no. 181, pp. 809-819.
DOI: https://doi.org/10.1007/978-3-030-85043-2_74

6. State Statistical Committee of the Republic of Azerbaijan. (n.d.). Construction statistics. Available at:
https://www.stat.gov.az/source/construction/

7. Azerbaijan Standardization Institute. (n.d.). Quality management standards. Available at: https://azstand.gov.az/
uploads/documents/297567090659e3b89d69a4.pdf

8. Ministry of Economy of the Republic of Azerbaijan. (n.d.). Investment policy. Available at:
https://www.economy.gov.az/en/page/iqtisadiyyat/investisiya

9. PMD Projects. (n.d.). Projects. Available at: https://pmdprojects.az/en/projects

10. PMD Projects. (n.d.). Quality Management. Available at: https://pmdprojects.az/en/quality

11. PMD Projects. (n.d.). About Us. Available at: https://pmdprojects.az/en/about-us

EkoHowmika i pezioHn Ne 3 (98) 2025 — p-ISSN 2218-1199; e-ISSN 2414-0538 # 22 181




ExkoHoMika ma ynpaesiHHsa nionpuemcmeamu

UDC 330.341

JEL L74, 03, N7

Elshad Yusifov, PhD (Economics), Associate Professor, Azerbaijan University of Architecture and Construction.
Osman Rzayev, Master Student, Azerbaijan University of Architecture and Construction. The role of quality
management in the construction sector: analysis and application in the context of Azerbaijan.

This article explores the economic importance of quality management within Azerbaijan’s construction sector,
alongside the current methodologies employed in the sector. Achieving success in modern construction projects goes
beyond mere technical execution; it fundamentally depends on efficient resource utilization, reduction of material
wastage, and ensuring projects are completed on schedule and within budget. Meeting these goals requires the
implementation of systematic and well-structured quality management practices. The study analyzes investment
patterns in the construction sector over a specific timeframe, revealing a 50-75% growth in investments since 2000,
which has enabled the adoption of advanced technologies and globally recognized quality management frameworks.
The results highlight the vital role these systems play in strengthening the financial resilience of construction
companies, optimizing resource allocation, mitigating risks, enhancing customer satisfaction, and facilitating the
successful delivery of future projects. The example of PMD Projects LLC, a subsidiary of the prominent Azerbaijani
construction company PMD Group LLC, demonstrates that adherence to international standards like ISO 9001:2015
significantly contributes to operational excellence and helps cultivate a positive investment environment. This strategy
encompasses not only technical quality but also emphasizes social responsibility and environmental sustainability.
Ultimately, the article contends that embedding quality-driven management practices in the construction sector
should be considered a strategic element in Azerbaijan’s economic growth strategy, calling for ongoing adoption of
comprehensive and institutionalized quality frameworks.
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KOcipo Eapman MaciM, KaHIWAaT EKOHOMIYHHX HayK, HOLEHT, A3epOail/pKaHChKHH YHIBEpCHTET
apxitektypH Ta OyniBHuuTBa. P3aeB Ocman liabkapoBuy, Marictp, AzepOaiikaHChKUI YHIBEPCUTET apXiTEKTypH
Ta OyniBHuUTBA. Poab ynpaBiiHHS fIKicTIO y OyliBeJbHOMY CEKTOpi: aHAJI3 Ta 3aCTOCYBAHHS B KOHTEKCTi
AsepOaiixany.

V cTarTi AOCHiAKY€ETHCS eKOHOMIUHE 3HAYEHHS YIIPaBIiHHSA SAKICTIO Y OyiBebHil ranysi AsepOaiikany, a Takox
Cy4acHi MiJX0AH, 0 BIPOBaKYIOTECS Y [IbOMY CEKTOpi B YMOBax iHTerpauii KpaiHu y mio0anbHUi eKOHOMIYHHH
npocrip. [TimkpecmoeThes, M0 yCHiniHa peanialiis OyiBeIbHUX TPOEKTIB ChOTOHI BUXOAUTD 32 MEXKi TEXHIYHOTO
BUKOHAHHS 1 MOTpedye KOMILIEKCHOTO MiIXOAy, 10 MOEAHYE eEeKTUBHE BUKOPUCTaHHS (DiHAHCOBHX, TPYIOBHX 1
MaTepiaJbHUX PEeCypciB, SMEHILIEHHS BTpaT OyliBelbHUX MaTepiaiiB, CyBOpe JOTPUMaHHS CTPOKIB Ta palioHaNbHEe
BHKOPHCTaHHS OIOIKETiB. JlocArHenHs Takux PEe3yNbTaTiB BUMAarae CHCTEMHOTO 1 LliJ]eCHpSIMOBaHOFO BIIPOBAKCHHS
1HCprMeHT1B praBJ‘IlHHH SAKICTIO, SIKI 3&663He'{yIOTL cranicte Oi3HEC-pOLECiB Ta KOHKypGHTOCHpOMO)KHlCTL
KOMIOaHid. Y DociiIKeHH] npoaHam3OBaHo IMHaMIKy iHBecTHLiH y OymiBenbHy ctepy 3 moyarky 2000-x pokiB,
sKa 3acBiuMiIa 3pOCTaHHs 00csriB KamitanoBknageHs Ha 50-75%. Lle cTBopmiio mepeayMoBH Ayl MacIiuTabHOTO
BIPOBAIKEHHSI Cy4aCHHX TEXHOJOTiH, HU(POBUX PpilleHh Ta MIKHAPOTHO BHU3HAHMX CHCTEM MEHEKMEHTY
AKOCTI, 0 BiANOBiAaoTh npuHIunaM [SO. Pesynpratu mociimkeHHs MiAKPECTIOITh KIIOUOBY POJib LIUX CUCTEM
y 3MilHEHHi (iHaHCOBOI CTIHKOCTI MiJNPUEMCTB, ONTUMI3alii MIaHyBaHHS PECYpCiB, 3HWKEHHI BUPOOHUUYHMX Ta
yIIpaBTiHCHKUX PU3HKIB, [TiIBUIICHHI PiBHS AOBIpH iHBECTOPIB i 38J0BOJICHOCT] 3aMOBHHKIB, a TAKOX y 3a0e3MeUeHH]
nependadyBaHOCTi i mpo3opocti MaiiOyTHiX mpoekTiB. Ha mpuknani xommanii PMD Projects LLC, nodipasoro
minprueMcTBa MpoBiaHoi OyaiBensHO1 rpynu PMD Group LLC, nponeMoHCTpoBaHO, 0 AOTPUMaHHS Mi>KHAPOIHUX
CTaHAApTIB YIpaBMiHHA sKicTi0, 30kpeMa ISO 9001:2015, € BU3HAYANPHUM YMHHHKOM 3pOCTaHHS ONepaliiHol
edeKTUBHOCTI, (OPMYBaHHS CHPUATIMBOTO IHBECTHLIHOrO KIIMary Ta MiJBHIUCHHS DiBHSA KOPIOpPaTHBHOI
ComLianbHOI BIAMOBINaTBbHOCTI. 3a3Ha4€HO, 110 CyYacHe YIpaBIiHHA SKICTIO y OyIiBenbHiH cdepi OXOIIIIoE He JHIe
TEXHIYHUH KOHTPOJIb, & i €KOJOTIYHY CTIiHKICTh, OE3MEKOBI aCIIEKTH Ta COLialbHO-eKOHOMIUHY BiJIMOBiAANBHICTH
OizHecy nepel CyCHiIbCTBOM. Y MJICYMKY CTBEPAXKY€ETHCSL, IO PO3BUTOK SKICHOTO MEHEIXKMEHTY Ma€e PO3IIISIaTHCS
K OAWH 13 CTpaTeriuyHuX MpPIOPUTETIB EKOHOMIUHO MONiTHKK AszepbaiijkaHy, IO BuMarae Oe3mepepBHOTO
B/IOCKOHAJICHHS iHCTUTYLIHHOTO Cepe0BHUIla, BIPOBAPKEHHS IHHOBAIIHHUX MPAKTUK Ta CTBOPEHHS KOMIUIEKCHUX
IporpaM MiATPUMKH OyiBEIbHUX KOMIaHI Ha OCHOBI IIPUHLMIIB SKOCTI, TPO30POCTI Ta CTAIIOTO PO3BHUTKY.

Kumouosi cioBa: AsepOaiikan, OyiBenbHIN CEKTOD, YIPaBIiHHS SKICTIO, IHBECTHIIIT, ONTUMI3allis pecypciB.

182 # 22 Economics and Region Ne 3 (98) 2025 — p-ISSN 2218-1199; e-ISSN 2414-0538




