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This article comprehensively analyzes the impact of local raw material supply on
economic efficiency in the textile and weaving sector in Azerbaijan. The primary
objective of the study is to assess the impact of expanding the local raw material
supplies (especially cotton) on production costs, added value formation and
competitiveness. The study utilizes comparative analysis, statistical analysis, and a
systems approach.

The results demonstrate that increasing local raw material supply creates
conditions for reducing dependence on imports, optimizing logistics and
transportation costs, and maintaining added value in the domestic production chain.
Specifically, the development of cotton cultivation strengthens the raw material base
of the textile industry and stimulates the expansion of domestic production.
Furthermore, ensuring that local raw material quality meets production
requirements is an important factor in ensuring the sustainable operation of local
enterprises.

At the same time, the study demonstrates that increasing raw material supply
alone is not sufficient; technological modernization, efficient use of resources, and
optimization of production processes also play a decisive role in improving economic
efficiency. The study found that deep processing of local raw materials and the
formation of an integrated production chain can increase the export potential of
textile sector of Azerbaijan and ensure the sustainable development of the industry.
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B cmamuve écecmoponne ananuzupyemcsa enuaHue ypoeHs MecHHO20 Cblpbe-
6020 CHADICEHUA HA IKOHOMUYUECKYIO Ihhekmuenocms 6 cekmope mexkcmuaibHO20
U mKaykozo npouzeoocmea 6 Aszepoaiioncane. Ocnoenan yenv UCcie008aHus —
OUEHKA GIUAHUA PACUIUPEHUA MECIHOIL CbIPbeBOll 0a3bl (0COO0EHHO XTI0NK06OIL) HA
cebecmoumocmsp npoodyKuuu, popmuposanue 000a61eHHOU CHOUMOCHU U KOHKY-
penmocnocodbnocms. B uccnedosanuu ucnonvb3oeanst mMemoovl CpAGHUMENbHO20
ananu3a, CMAMUCMUYecKo20 anaiu3a U CHCmeMHo20 n00xXooa.

Pe3ynvmamul nokazvlearom, umo ygeiudueHue MecmHozo Cblpbeo20 cHabice-
HUA CO30aem Yc108us 0 CHUNCEHUA 3A6UCUMOCIU OM UMNOPMA, ONMUMUZAYUU
JIO2UCMUYECKUX U MPAHCROPHIHBIX U30EPHCEK, d MAKHCe NO00EPHCAHUA 0008 1eH-
HOIl CMouMocmu 6 NPOU3600CHEEHH O Y enouKe éHympu cmpansl. B uacmnocmu,
pazeumue X10NK0B0OCMEA YKPenjisiem Culpbegylo 6a3y meKCHmUuabHOU NpoMblUL-
JIEHHOCIMU U CHUMYJIUPYem pAcuiupenue omevyecmeennozo npouszeoocmea. Illpu
IMOM coomeemcmaeue noKazameJell Kauecmea MecmHo20 Cblpbs RPOU3BOOCH 8EH-
HbIM MPEDOBAHUAM ABIAECMCA 6ANCHBIM (YaKmopom, obecneuusarouium ycmouiu-
8y10 padomy MecmHvIX nPeonpusmuil.

B mo sice spema uccneoosanue noxaszvigaem, umo 00HO20 UL YEETUUEHUS
RPeOI0IHCEHUA CIPbA HEOOCHAMOYHO; PEUaoOuWyIo POilb 8 NOGbIULEHUN IKOHOMU-
ueckoil Ihhexkmusnocmu uzparom makce MmexHo102UecKan MOOEPHU3AUUL, I (-
dhexkmuenoe ucnonvzosanue pecypcoé u ORMUMUZAUUA HPOU3EOOCHIBEHHBIX NPO-
yeccos. Ilo pesynomamam uccnedoanus ycmanoeieHo, Yymo 2ayooxkasa nepepa-
O0mKa MecmHo20 colpba U hopmuposanue UHmMeZPUPOBAHHOI NPOU3BOOCIEEHHO
UEenouKu MO2ym ROGbLICUMb IKCHOPMHBIIL NOMEHUUAT MEKCMUIbHO20 CEKmopa
A3epobaiioxncana u odecneuums ycmouuugoe pazgumue ompaciu.

Keywords: textile industry, local raw materials, cotton production, economic
efficiency, import dependence, value chain, industrial development,
competitiveness.

KioueBblie ¢JIoBa: TEKCTHJIbHAS MPOMBINLIEHHOCTH, MECTHOE ChIpbe, POU3-
BOJICTBO XJIOMKA, JKOHOMHYECKAs1 I(PPeKTHBHOCTD, 3aBUCHMOCTh OT MMIIOPTA,
Heno4Ka 100aBJ1eHHONH CTOMMOCTH, MPOMBIILJIEHHOE PAa3BUTHE, KOHKYPEHTOCIO-
COOHOCTb.

Introduction

One of the key conditions for the
sustainable development of industry and
increasing its competitiveness in the modern
global economy is the reliability and
sustainability of raw material supplies. The
availability of raw materials and their efficient
use, particularly for the textile and weaving
industries, which are labor-intensive and have
high potential for added value, directly impacts
economic performance. In this regard, the level
of local raw material supply is a factor
significantly influencing the production costs
of industrial enterprises, the cost of goods, and
their market position [10].

Development of the non-resource sector in
the Azerbaijani economy has been identified as

a priority, and in this context, special attention
is being paid to the development of light
industry, including textiles. The country
favorable climatic conditions and historical
traditions create ample opportunities for the
development of cotton cultivation. In recent
years, state programs and institutional support
mechanisms aimed at increasing cotton
production have been aimed at strengthening
the raw material base of the textile industry.
However, challenges remain in this area, such
as import  dependence, technological
backwardness, and the incomplete
development of the production chain.
Research shows that a high level of local
raw material supply, in addition to ensuring
production stability in industrial sectors, leads
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to the formation of a domestic value chain and
increased economic efficiency. Conversely,
high dependence on imported raw materials
increases foreign exchange risks, leads to
instability in production costs, and limits
enterprises long-term planning capabilities.
These effects are more pronounced in the
textile industry, as raw materials (primarily
cotton fiber) are a key component of the
production process. Furthermore, not only the
availability of raw materials but also their
quality, logistics infrastructure, and processing
level play a significant role in determining
economic efficiency. Advanced processing of
local raw materials and the use of innovative
technologies not only increase productivity but
also expand the production of export-oriented
products. This positively impacts the country
foreign trade balance and facilitates the
diversification of non-resource exports [8].

In this context, the relevance of this study
lies in its systematic examination of the impact
of local raw material supply on economic
efficiency in the textile and fabric sector of
Azerbaijan. The primary objective of the study
is to determine the impact of local raw material
supply on production costs, added value
formation, and the overall competitiveness of
the sector. To achieve this goal, available
statistical data were analyzed, a comparative
study of international experience was
conducted, and the sector's development
prospects were assessed [12].

Thus, this article aims to provide a
scientific explanation of the mechanisms by
which strengthening the local raw material
base influences economic efficiency in the
textile industry and formulate practical
recommendations in this regard [1].

Literature review

Recently, the impact of local raw material
supply on the economic performance of the
textile and weaving industries has become a
major focus of both theoretical and empirical
research. Research in this area encompasses
three main areas: raw material supply and the
value chain, efficient use of resources and
production costs, sustainable development,
and competitiveness.

Research by international  scholars
emphasizes the global nature of the textile

industry, and raw material supply impacts all
stages of production. According to research,
when the cotton textile value chain is managed
in an integrated manner, from raw material
sourcing to the final product, it creates greater
economic and social value. This approach
demonstrates that local raw material
availability not only ensures the sustainability
of production but also ensures that added value
remains domestic [13].

Beyond raw material supply, other studies
highlight the impact of resource use on
economic performance. Empirical studies have
shown that optimizing water, energy, and raw
material use at over 150 textile enterprises
resulted in lower production costs and higher
productivity. These results demonstrate that
sourcing local raw materials creates economic
benefits not only through their availability but
also through their efficient use. Some literature
specifically emphasizes the importance of
sustainable development and circular economy
approaches in the textile industry [5]. An
analysis of extensive studies covering the
period 2003-2023 shows that supply chain
structure, technology level, and diversification
of raw material sources have a significant
impact on the industry’'s economic and
environmental performance. At the same time,
applying circular economy principles not only
reduces resource waste but also improves long-
term economic performance [3].

Modern  approaches  to  building
competitiveness in the textile industry
demonstrate that low-cost raw materials alone
are no longer sufficient. Recent research
demonstrates that competitive advantage is
closely linked to factors such as collaboration,
innovation, and institutional support in the
supply chain. This underscores the importance
of developing a local raw material base
alongside other structural reforms [11].

At the same time, research in cotton textile
production emphasizes the importance of
planning and forecasting raw material
supplies. Studies have shown a close
relationship between raw material supplies and
production volumes in cotton-textile clusters,
and proper planning improves production
efficiency [9].
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Another important area is the application of
innovation and digital technologies. Recent
research demonstrates that the use of Industry
4.0 technologies, activity-based costing, and
the theory of constraints can optimize
production processes and reduce costs. This
approach is particularly relevant for improving
the efficiency of processing local raw
materials.

Local scholars focus their research on the
development of cotton and textile clusters.
These studies note that expanding the local raw
material base reduces the industry's
dependence on imports, increases regional
employment, and creates conditions for
deepening the value chain. At the same time,
they also show that weak integration between
raw material production and processing
hinders the full realization of economic
efficiency [14].

Overall, a literature review shows that the
level of local raw material supply in the textile
industry is considered a key factor in economic
efficiency. However, most existing studies
focus either on general global approaches or on
the experiences of individual countries. The
limited number of studies specifically focusing
on  Azerbaijan and  comprehensively
examining the impact of local raw material
supply on economic efficiency in textile and
fabric production necessitates a more in-depth
study of this topic [4].

Methodology

The data used in the study were obtained
primarily from the official database of the State
Statistical Committee of the Republic of
Azerbaijan, reports of the Ministry of
Economy, import-export statistics of the State
Customs Committee, and open data sources
from international organizations (World Bank,
UNIDO, etc.). The study period was selected
over recent years, allowing for tracking the
development of cotton production and the
impact of changes in industrial policy [7].

The following key methods were used in
the study's methodological framework:

Descriptive statistical analysis: analysis of
the dynamics of key indicators, such as local
raw material production, import indicators,
production volume, and cost price.

Comparative analysis: comparison of the
economic performance of enterprises using
local and imported raw materials.

Correlation and regression analysis: the
relationship between the level of local raw
material supply (independent variable) and
economic performance indicators (dependent
variables — cost price, profitability level, added
value, etc.) was assessed using econometric
models.

The main econometric model developed in
the study is as follows:

ESi=Bo+B1YXTi+B2Xi+E;,

where ES;j — is an economic performance
indicator (e.g., profitability or added value);
YXTi — is the level of local raw material
supply; Xi — are control variables (labor
productivity, capital investment, level of
technology, etc.); Ei — is a random error term.

Furthermore, the study employed a systems
approach, analyzing the textile industry within
the context of its value chain. This approach
allowed for an assessment of the interrelations
between the stages of raw material production,
primary processing, yarn production, and
fabric production.

A key element of the methodology was
qualitative analysis. For this purpose, expert
opinions, government programs, and strategic
documents were examined using content
analysis.

To ensure the validity of the study, the data
used were cross-checked against various
sources, and the adequacy of the results was
assessed using statistical significance tests.

Results and discussion

Supplies of local raw materials to the
cotton and textile industries of Azerbaijan are
shown in Tab. 1. Empirical analysis shows that
significant changes have occurred in the local
raw material supply and processing industry in
recent years, impacting efficiency and
production volumes in the textile sector. In
2024, cotton production in Azerbaijan
amounted to 362,900 tons, representing an
increase of approximately 16.7% compared to
2023. This increase had a positive impact on
both total production volume and productivity
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per hectare. Productivity per hectare was
achieved at 36.1 quintals, compared to 30.3
quintals in 2023. This trend indicates increased
availability of local raw materials and
strengthening of raw material supplies for
textile enterprises [6].

The figures show a significant increase in
the production of cotton processing products.
Compared to 2023, cotton yarn production in
Azerbaijan increased by 41.5% in 2024,
confirming the textile industry's higher activity

Cotton linter production also increased in
2024, reaching 76,860 tons, an increase of
approximately 34% compared to the same
period in 2023. This also indicates that the
overall production and processing volume of
raw materials continues to grow.

The expansion of raw material supplies
also had a positive impact on industrial
production. In 2024, cotton fabric production
in Azerbaijan amounted to 30.7 million square
meters, an increase of 7.2% compared to 2023

in the raw material processing segment. (https://www.stat.gov.az/).
Table 1l
Share of
Cotton . Productivity Cotton yarn Cotton fabric Annual cotton
Year production per hectare production production growth rate of products in
g:%’sand (centners/ha) g:gt;sand (million sq.m) E)(;o)ductlon non-oil
0 exports (%)
2020 280,5 28,0 12,3 25,1 - 1,8
2021 295,7 29,4 13,5 26,3 5,3 2,1
2022 310,2 30,1 15,0 27,4 4,9 2,5
2023 311,0 30,3 17,5 28,6 1,5 2,8
2024 362,9 36,1 24,7 30,7 16,7 3,3

Statistical data indicate that increased local
raw material supply has a direct impact on
production growth in the textile industry.
Increased cotton production makes raw
material supplies to textile companies more
stable and predictable, allowing for the
optimization of the production chain. This
creates the potential for cost reduction and
increased added value. Along with improved
raw material supply, increased production of
semi-finished products, such as yarn and
fabric, enhances the competitiveness of
industrial enterprises and reduces dependence
on imports.

However, statistical data also indirectly
highlights some challenges. For example, in
2023 and 2024, there were some fluctuations
and declines in export volumes relative to total
cotton fiber production. This also highlights
the importance of implementing more flexible
strategies in the industry to transform raw
materials into a fully integrated value chain
and direct them toward the production of high-
value-added products.

Statistical data for 2020-2024 show that
the observed increase in local raw material
supplies is stimulating the textile and textile

industry, thereby enhancing the sector's
economic efficiency. Increased local cotton
production effectively creates conditions for
strengthening the raw material base, activating
domestic processing processes, and increasing
the competitiveness of industrial products. At
the same time, further increases in raw material
processing and strengthening the export
potential of finished products may further
enhance this effect in the future.

For the study, enterprises operating in the
textile and textile manufacturing sector in
Azerbaijan were analyzed in two groups: those
that rely primarily on local raw materials and
those that primarily use imported raw
materials. The comparison was based on the
criteria of economic efficiency, cost price,
added value, and competitiveness [15].

Production costs at companies using local
raw materials are, on average, 12-18% lower.
This is primarily due to the minimization of
transportation and customs costs by sourcing
raw materials domestically. Furthermore, the
availability of local raw materials allows
companies to continue their production process
uninterrupted, creating conditions for more
accurate planning and resource allocation.
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For companies dependent on imported raw
materials, exchange rate fluctuations, import
duties, and logistics costs directly impact
production costs. According to estimates for
2023-2024, the production costs of companies
using imported raw materials were
approximately 15-20% higher than those of
consumers of local raw materials.

At enterprises using local raw materials,
production volume in 2024 averaged 28-30
million square meters of fabric, and
productivity was more stable. Enterprises
using imported raw materials experienced
fluctuations in production volumes due to raw
material shortages and logistical issues. This
limits their ability to meet market demand.

The supply of local raw materials directly
impacts the creation of added value at
enterprises. At enterprises using local raw
materials, the ratio of added value to
production cost in 2024 averaged 18-22%. At
enterprises using imported raw materials, this
figure was approximately 10-14%. This
difference is explained by both the difference
in raw material costs and the efficiency of
internal production facilities.

Companies that use local raw materials are
able to produce more competitive products and
have greater access to export-oriented markets.
Companies dependent on imported raw
materials are more vulnerable to price and
production risks, which limits their ability to
plan long-term (Table 2).

Table 2
Indicator Enterprises using local raw materials Enterprises using imported raw materials
Yeast cost 12...18% lower 15...20% higher
Production volume Stable, 28-30 million sg.m Fluctuating, 25...27 million sg.m
Added value 18...22% 10...14%

Competitiveness

High, export-oriented market potential

Limited, high risk

Supply stability

Continuous and predictable

Variable due to logistics and currency
dependence

A comparative analysis shows that
sourcing local raw materials significantly
improves the economic efficiency of
enterprises. This is reflected not only in
reduced production costs but also in increased
production stability, increased added value,
and enhanced competitiveness. Enterprises
dependent on imported raw materials are more
sensitive to market and currency risks,
requiring additional measures to ensure long-
term sustainable development.

The study, using statistical and
comparative analysis, assessed the role of local
raw material supply in the economic efficiency
of the textile and textile industry in Azerbaijan
(Table 3). Two groups of enterprises were
tentatively selected for analysis: those that
primarily use local raw materials (cotton fiber)
in production and those that primarily use
imported raw materials [2].

Table 3
Enterprise Raw material source | Main activity Production strategy Economlt_: e_ff|C|ency
characteristics
GILTEX LLC Mainly local high- Textile products Most of the raw Low cost of
quality Azerbaijani from weaving to the | material is production;
cotton final product Azerbaijani cotton; sustainable
(vertical integration); | all is processed at production; high
production of yarn, various levels within | added value creation;
weaving, knitting, the factory suitable base for
dyeing and sewing export-oriented
products
GP Cotton Local cotton raw Vertical integration Cotton harvesting, High efficiency; full
material is the main | from cotton farming | processing and management of
profile to textile supply textile production resources within the
with a vertical production chain;
system high production
stability
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Ending of tabl. 3

Baku Textile Factory

Mixed (local +
imported raw
materials)

Work and protective
clothing, corporate
and everyday textiles

Used in conjunction
with imported raw
materials for some
components and
parts

Part of the raw
materials are mainly
imported, which has
a small impact on the
cost; stable domestic
market production
and high compliance
with market demand

MZCOTTON

An example of a
more widespread use
of imported raw
materials

Hotel, bed textiles
and some types of
yarn

Relies on foreign
raw materials and
components for
some segments of
the raw material
(especially high-
precision winding
and terry fabrics)

Relies on foreign
raw materials and
components for
some segments of
the raw material
(especially high-
precision winding
and terry fabrics)

Local companies using local raw materials,
such as GilTex LLC and Prime Cotton/GP
Cotton, purchase cotton raw materials from
local farms and manage all stages of
production—from yarn to fabric and finished
goods—using a vertically integrated approach.
This approach allows companies to maintain
low costs, stabilize raw material supplies, and
ensure a smooth production process.
Increasing the use of local raw materials
directly impacts added value and enhances the
companies' competitiveness in both domestic
and export markets.

In contrast, companies using foreign and
mixed raw materials, such as the Baku Textile
Factory and MZCOTTON, use imported yarn
and synthetic fibers for certain product
segments. This approach ensures consistent
quality for certain products and production
diversity, but places an additional burden on
production costs. Dependence on foreign raw
materials exposes companies to currency and
import risks, complicating production stability
and long-term planning. Furthermore, the level
of added value is lower than that of companies
using domestic raw materials.

A comparative analysis shows that the
production model based on domestic raw
materials outperforms other models in terms of
cost efficiency. This model offers companies
advantages such as low production costs,
stable production, and increased added value.
Companies using imported raw materials, on
the other hand, enjoy advantages in quality and

product range in certain segments, but bear
additional financial and logistical risks.

Conclusion

The conducted analysis and comparative
analysis yielded the following key findings and
promising recommendations:

Economic advantages of local sourcing of
raw materials:

- Costs for companies using local cotton
raw materials are 12-18% lower than those
using imported raw materials.

- Domestic raw material supply increases
production stability and ensures uninterrupted
production capacity.

- Vertical integration optimizes value-
added creation and increases product
competitiveness in domestic and export
markets.

Adverse impacts of reliance on imported
raw materials:

- Companies using imported raw materials
are exposed to exchange rate fluctuations,
import duties, and logistics costs, leading to
increased costs.

- Fluctuations in production volumes and
instability in raw material supplies limit
companies' market flexibility.

- Added value creation is lower than at
companies using domestic raw materials.

Results of comparative analysis:

- Local companies using raw materials,
such as GILTEX MMC and GP Cotton, are
characterized by high efficiency, sustainable
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production, and export-oriented market
opportunities

- Companies using imported raw materials
such as Baku Textile Factory and
MZCOTTON, prefer flexible production and a
wide product range, but also face higher costs
and risk factors.

Actionable recommendations:

- Textile and textile industry companies
should expand cooperation with local raw
material producers and diversify their raw
material supply sources.

- In product segments that use imported
raw materials, more flexible logistics and
financial risk management strategies should be
adopted.

- Improving the technical equipment and
productivity of local cotton farms with
government support will improve the long-
term economic efficiency of these companies.

Future perspective:

- Further expansion of the local raw
material base and focusing yarn and fabric
production on high-value-added products
should be a priority to ensure sustainable
economic efficiency in the industry.

- To increase production flexibility and
export potential, new integrated production
models based on an optimal combination of
both local and imported raw materials should
be developed.

- Future research should more thoroughly
assess the environmental impact of raw
material supply, technological innovation, and
competitiveness indicators.

Therefore, local raw material supply is
considered a key factor in improving economic
efficiency in textile and fabric manufacturing.
This not only reduces costs and ensures
production stability, but also has strategic
significance in terms of creating added value,
enhancing competitiveness, and strengthening
export potential.
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