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Student name:  Kamil Mammadzada 



Title of the thesis:  Dutch  Disease  Effect  of  Oil  and  Natural  Gas  on  the  Economy  of  Azerbaijan Republic 



Year of the defence:  2021  Supervisor name 



and affiliation: 
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Reviewer name 



and affiliation:  Ing. Samy Metrah; Department of Monetary Theory and Policy 



THESIS CONTENT SUMMARY: 


The  presented  thesis  aims  at  providing  an  analysis  of  the  economy  of  Azerbaijan  Republic  in  the 
 context  of  threats  imposed  upon  it  by  the  possible  existence  of  “Dutch  Disease”,  which  may  be 
 associated with the phenomenon of so-called “Natural Resource Curse”.  


The thesis is segmented into three chapters offering economic theories focused on Dutch Disease - 
 Natural Resource Curse, the structure of Azerbaijan economy and an analysis of its dependency on 
 oil and natural gas production and, lastly, a qualitative comparison of Azerbaijan economy with the 
 economy of Norway as well as an outline of possible beneficial use of oil and natural gas revenues in 
 development of Azerbaijan economy.  


The theoretical chapter covers the fundamental basis of Natural Resource Curse  along the lines of 
 Dutch  Disease  and  discusses  possible  macroeconomic  drawbacks  and  negative  consequences 
 stemming from dependence on a rich natural resource, i.e., oil and natural gas in case of Azerbaijan, 
 as well as forwarding macroeconomic policies that are most of the time recommended to mitigate the 
 negative effects of Dutch Disease.  


The second chapter provides the historical development of Azerbaijan economy both before and after 
the  dissolution  of  USSR.  The  structural  division  of  the  economy  is  discussed  as  well  as  rather 
extensive overview of qualitative and geographical characteristics of oil and natural gas deposits and 
their subsequent processing is offered. The chapter is concluded with an evaluation of Azerbaijan Oil 
Fund,  its  inner  workings  as  well  as  its  impact  on  domestic  investments  and  utilisation  of  oil  and 
natural gas revenues. 
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The last chapter mainly covers the example of Norway and its experiences in coping with Natural 
 Resource  Curse  as  compared  with  contemporary  and  historical  developments  made  in  case  of 
 Azerbaijan, ending with recommendations in terms of macroeconomic policies that ought to be made 
 for the Azerbaijan economy to avoid the negative effects of Dutch Disease.  


In general respects, author utilises a vast array of academic literature and sources, and unmistakably 
 has a keen interest in the subject.  



OBJECTIONS AND REMARKS: 


However, the thesis suffers from number of deficiencies. The individual parts and to, a lesser degree, 
 chapters are overlapping one another in terms of discussed and analysed subjects. Particularly, parts 
 2.2-2.5 along with 3.3-3.4 are a reiteration of the same or very similar problematic. In our opinion, it 
 would have been beneficial choosing a different structure of the thesis, i.e., merging chapters I and 
 III  according  to  the  subject  at  hand  and  forming  a  distinct  chapter  devoted  to  the  structure  of 
 Azerbaijan economy only along with a chapter dedicated to recommended macroeconomic policies. 


From an epistemological point of view, author discusses insufficiently the distinction between Dutch 
 Disease “proper” and Natural Resource Curse, for Dutch Disease is most of the time understood as a 
 subset  of  Natural  Resource  Curse,  yet  author  interchanges  the  two  terms  throughout  the  thesis 
 seemingly  arbitrarily.  Further,  quantitative  data  contained  in  tables  and  figures  does  not  always 
 correspond to the analysed subject (e.g. particularly pp. 22 – 28), tables and figures are not directly 
 pinpointed  in  the  text  adding  confusion  in  the  discussion.  The  data  themselves  are  at  times 
 bewildering, e.g. Table 4 and 5, or rather redundant, e.g. Figure 2 in respect to Figure 1.  


Furthermore,  author´s  statements  may  sometimes  be  regarded  as  contradictory.  Author  states  at 
 various places (p. 17, 19, 42 and 56) that transparency is an essential cornerstone along with a state 
 of rule of law and that corruption is detrimental in respect to long-term sustainable growth however 
 while  discussing  institutional  foundation  of  the  State  Oil  Fund  of  the  Republic  of  Azerbaijan 
 (SOFAZ), the fact that SOFAZ is accountable to the President only is omitted without any hint that 
 this state of affairs may hardly be considered as beneficial, as far as a promotion of transparency is 
 considered;  let  alone  the  fact  that  it  violates  basic  tenets  and  recommendations  of  institutional 
 economics.  


However,  perhaps  the  largest  deficiency,  from  our  point  of  view,  is  the  stylistics  and  the  level  of 
English grammar. We believe that significant number of inconsistencies, conceivably most of them, 
may have been prevented if more time had been dedicated to “smoothing” and correcting the thesis 
in respect to formal aspects and overall stylistics. Nevertheless, it is evident that author has got the 
ability to assimilate the results of academic research  as it is evident from the number of literature, 
which correspond to the subjects discussed even though author´s reformulations may sometimes seem 
bit “raw”.   
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What would be your recommendations in respect to institutional aspects, which might be beneficial 
 to incentivise foreign investors´ willingness of investing in Azerbaijan?  


How Azerbaijan dependency on natural resources may affect (net) international investment position? 


What is contemporary tendency and is it sustainable?  



ASSESSMENT: 



Criterion  Excellent  Very good  Good  Insufficient 



Aim formulation and fulfilment 
 ☐ ☐ * ☐


Work with literature 
 ☐  *  ☐  ☐ 


Methods and data used 
 ☐  ☐  *  ☐ 


Results and their discussion 
 ☐  ☐  *  ☐ 


Formal aspects 
 ☐ ☐ * ☐


Suggested overall grading: 3 - Good  
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