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  Abstract 

 

 

   This article is aimed to analyze world trade system, Word Trade Organization 

(WTO), its relation with Azerbaijan, and expected impact on Azerbaijan economy. As 

a full-fledged member of the world economic community, the Republic of Azerbaijan 

implements its foreign economic policy in the conditions of mutual cooperation with 

international economic organizations. Foreign trade relations are important in 

economic relations. This means expanding relationship with WTO is the main subject 

of the international trading system of Azerbaijan. The Republic of Azerbaijan has 

been negotiating for membership the WTO for more than 20 years and has focused 

its foreign trade policy on WTO standards. From this point of view, the theoretical 

study accession process of Azerbaijan to the WTO, as well as to the world trade 

system, is an important issue. 

  Defining the position and main directions of Azerbaijan in global trading system, 

negotiations between the WTO and the Republic of Azerbaijan; the possible impact 

of the cooperation between Republic of Azerbaijan and the WTO on the country’s 

economy, comparison between Azerbaijan and its neighbor – Georgia and policy 

recommendations for Azerbaijan to join WTO are the main subject of this article . 

    The goal of WTO is to increase world welfare under a competitive and transparent 

environment by fully completing the liberalization of international trade. Accession 

commitments and completion of the membership process will result in several 

benefits and losses to  Azerbaijan. This article determines the benefits and losses 

and describes the further steps that need to be taken. 
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Introduction 

   International-legal regulation of economic relations, primarily trade relations 

between the states, has appeared in ancient times. Traditionally, trade relations have 

been accepted as one of the main subjects of international treaties. 

   In the modern world, trade is one of the essential components of inter-state 

relations. Actors of the international system are eager to sell their products in 

external markets and raise their budget revenues. After the World War II, 

establishment of international economic cooperation for the purpose of reconciliation 

between the countries was decided. In this context, a number of states begun to 

debate to create new institutions that facilitate international trade. It was decided to 

initially establish institutions such as the International Monetary Fund (IMF) and the 

World Bank (WB). 

   After the collapse of the Soviet Union, the Republic of Azerbaijan had to rebuild its 

relations with foreign countries. Our country aimed to integrate into the world 

economy and to establish close ties with the world countries. Since 1991, our 

republic has been a member of many international and regional organizations, and 

some have applied for membership. One of these organizations is the WTO, which 

controls 95% of world trade. 
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Main Part 

This part covers with the world trade system, the GATT, the WTO, its key principles, 

the admission process, the Azerbaijani trading system, and the current state of 

relations between Azerbaijan and WTO. 

Part 1: WTO: functions, rounds and key principles 

   In 1947-48, about 50 representatives from around the world gathered in Havana 

for the purpose of liberalizing international trade and drafted the Law on the 

Establishment of the International Trade Organization. Till the approval of the low on 

tariff by parliaments of Member States, in October 1947, representatives temporarily 

signed the General Agreement on Tariffs and Trade (GATT). WTO is considered as 

the successor of GATT and mainly based on the principles of GATT. Therefore, 

signing of the GATT should be considered as the first stage in creation of WTO 

(Aliyev, 2014).  

 

   The idea of GATT was derived from the Bretton Woods system and its was 

purposed to increasing the living standards, achieving the full employment, 

continuous rising of real income and effective demand, the “full use” of world 

resources and enlargement of goods production / trade through decreasing the tariff 

and non-tariff barriers over trade as well as removing of discriminatory trade policies 

in international trade in context of “reciprocal and mutually advantageous 

arrangements” (Irwin, 1995). Although liberalization of international trade was 

considered as an essential tool to attain the monetary stability and full employment in 

the world, there was less attention to establish an International Trade Organization 

(ITO) until 1947 or signing of the GATT (Irwin, 1995).  

 

   The GATT kept its relevance until 1994 in international trade. During the 47 years 

there have been eight major discussion rounds. There were several basic principles 

for the establishment of the GAAT. One of the most important principles was to 
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reduce customs duties. Non-discrimination should also be considered as important 

principle. The principle of non-discrimination stipulates that a member shall not 

discriminate: 

 between “like” products from different trading partners, and 

 between its own and like foreign products (WTO website, WTO rules and 

environmental policies: key GATT disciplines) 

   As previously mentioned, there were 8 discussion rounds of GATT: 

Place / Name of round Year Number of Countries 

Geneva  (Switzerland) 1947 23 

Annency (France) 1949 13 

Torquay (England) 1951 38 

Geneva  (Switzerland) 1956 26 

Dillon (Geneva, Switzerland) 1960-1961 26 

Kennedy(Switzerland-Geneva) 1964-1967 62 

Tokyo (Switzerland-Geneva) 1973-1979 102 

Uruguay (Uruguay-Punta del Este) 1986-1994 123 

  

 

   Main subjects covered in initial 5 rounds were tariffs measures. In Kennedy round 

anti – dumping measures also discussed. Non-tariff measures and “framework” 

agreements were discussed in Tokyo round.  

 

   Uruguay round was the last round of negotiations within GATT, which is well 

known with creating the WTO on the basis of GATT. It considerably extended the 

scope of subjects within GATT which leaded to the establishment of international 

trade organization. The main reason in creation of WTO was that GATT was based 

on goods trade while WTO included trade in services and protection of intellectual 

property in context of its agreements as well (WTO, 2011, p.10). 

   On November 2001, Doha Round of negotiations began on the subjects of 

agriculture, non-agricultural market access (NAMA), services, trade facilitation, rules, 

the environment, intellectual property issues, dispute settlement which were all 

targeted to increase market access in a simplified manner, maintaining protection of 

intellectual property rights and environment and making the Dispute Settlement of 
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WTO much more understandable (WTO, a). Although Doha round was planned to 

end in 2005 negotiations in context of this round still continue.  

 

   To sum up, WTO is an outcome of long-lasting negotiations within GATT. In its 

mission statement, WTO was defined as an “international organization whose 

primary purpose is to open trade for the benefit of all” (WTO, b). It takes a broad 

range of activities on solving trade problems and making markets much more 

accessible for all participants of trade within WTO. 

 

   The WTO's main goal is to maximize liberalization of international trade and the 

establishment of its solid foundations. Thus, this is addressed to the economic 

development, at the same time, to improve the standard of living of people. 

    

   Main WTO principles: 

 

 «Most favoured-nation» (MFN) (establishment of the same trade conditions 

for member countries): When one of the member countries creates favorable 

trade conditions for any country, other member countries should take 

advantage of it. However, there are a number of exceptions to this principle. 

For example, trade unions, free trade zones, and regional trade agreements, 

such as General Preferential Systems reduction or elimination of customs 

duties, as well as the application of antidumping and compensatory duties, 

are not discriminatory.  

 

 «National treatment» (non-discrimination between imported goods and 

services and domestic goods and services): This principle implies the 

avoidance of discrimination between imports and domestic goods in the 

domestic market. The principle of the national treatment applies when certain 

goods, services and intellectual property are entered into the market. 

However, it should be noted that the application of customs duties on 

imported goods is not contrary to the principle of the national regime. ; 
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 Elimination of quantitative restrictions on trade: To ensure free access to 

foreign markets, it is also important to eliminate quantitative restrictions. The 

key feature of this principle is that one party will not apply quantitative 

restrictions to other party on manufactured or exported goods. This, in turn, 

will make it easy for members to access those markets. 

 

 Transparent trade policy: In order to ensure transparency members have to 

know as much as possible about the conditions of trade. This is achieved in 

two ways. One of them, governments have to inform the WTO and fellow-

members of specific measures, policies or laws through regular “notifications”. 

The other, the WTO conducts regular reviews of individual countries’ trade 

policies — the trade policy reviews 

 Protection of domestic markets only on WTO rules; 

 Creating good conditions for fair competition:  

 Settlement of trade disputes by negotiation (WTO website) 

Part 2: Trade system in Azerbaijan 

   The foreign trade turnover of Azerbaijan in January 2018 was 22,593.6 million 

dollars. The value for the oil exports is 10,706.8 million dollars. The accession to the 

World Trade Organization should be a priority for the government of Azerbaijan in 

order to transform the economy of the country. Joining the WTO can benefit 

Azerbaijan in several ways in the international trade sector. For instance, disputes 

will be handled constructively; rules and enforcement of such rules will provide a 

clear structure for traders that also will reduce the living costs for its citizens. The 

increase of variety of products and their quality would benefit the living standards of 

the Azerbaijani population. There would be a raise in the trade incomes that would 

stimulate the economic growth of the country. Regarding trade governance, through 

the basic principles of the WTO life can become more efficient and governments 

would be protected from lobbying (Juan Carrion, 2016) 

Part 3: Accession to WTO. Current situation. 
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   Joining to the WTO was suggested to Azerbaijan by the World Bank 

representatives in 1996. Starting point of the WTO “story” of Azerbaijan is 

considered as March 1997 or the meeting of Heydar Aliyev as the president of 

Azerbaijan Republic with USA’s president Clinton (Kavass, 2008). Thus, at a press 

conference after the meeting, H. Aliyev declared that Azerbaijan will appeal for 

membership to the WTO. Consequently, Azerbaijan government prepared the 

required documents for the membership by his order and Azerbaijan sent an official 

application to the WTO on 23rd June 1997 and WTO General Council adopted its 

application on 16th July 1997 which gave it an observer status in the WTO as well as 

created a Working Party on the accession of Azerbaijan (Kavass, 2008). 

 

   The admission process consists of 4 stages and 13 steps: 

 

1. Formal appeal and establishment of a working group. 

 

Azerbaijan appealed in 1997 and the General Council decided to establish a 

working group in Azerbaijan. The working group includes Turkey, the 

European Union, USA, Germany and other countries. The working group 

examined all trade economic relations of the country, existing legislation and 

submitted it to the WTO in the form of memorandum. 

 

2. Working group research and bilateral concessions. 

 

After the working group had made enough progress in the course of this 

period, meetings were held between Azerbaijan’s representatives and WTO 

members. These discussions can be bilateral and multilateral. 

 

3. Attendance protocol 

 

This stage has not started as the discussions on mutual concessions continue 

in Azerbaijan. This stage usually ends on the basis of the "attendance 

protocol" and "obligation list" prepared by the working group. 

 

4. Decision 



World trade system and Azerbaijan: Current situation and development perspectives. 

 

9 
 

 

This is the last stage. All documents prepared shall be submitted to the WTO 

General Secretariat or to the Conference of Ministers. 

 

   Multilateral and bilateral negotiations are the most important and time-required 

stages in an accession process to the WTO. Azerbaijan’s accession process 

included the stage of multilateral and bilateral negotiations. After the third meeting of 

the Working Party on Azerbaijan, the negotiations were held on agriculture, services, 

tariffs, etc. However, the representatives from Azerbaijan stressed the concerns of 

Azerbaijan government about the development of non-oil sector and diversification of 

its economy at the sixth meeting of Working Party which strengthened Azerbaijan’s 

hand in negotiations. 

 

   Although the accession process has already lasted more than 16 years, a 

significant success is not achieved at the bilateral and multilateral negotiations 

between Azerbaijan and Working Party members. However, bilateral negotiations 

still continue with remaining Working Party members, especially with USA, the EU, 

Canada and Australia as the main countries in world trade (CESD, 2013).  

 

According to the official site for Azerbaijan’s accession to WTO website there are 37 

participant countries in the Working Party. These are USA, European Union (EU), 

China, Canada, Argentina, Australia, Turkey, Brazil, Pakistan, Croatia, Dominican 

Republic, Ecuador, Egypt, Georgia, Haiti, Honduras, Norway, India, Japan, Jordan, 

Korea Republic, Ukraine, Kyrgyz Republic, Malaysia, Moldova, Nigeria, Oman, 

Panama, Paraguay, Philippines, Saudi Arabia, Sri Lanka, 33 Switzerland, Taiwan, 

Tajikistan, Thailand and Viet Nam which EU participate as a custom union and 

represents the interests of its all members (27 countries). Although Russia joined to 

the WTO in August 2012, it has not yet joined to the Working Party on Azerbaijan’s 

accession. However, Russia’s joining to the working party is expected in the near 

future which has borders with Azerbaijan. 
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Discussion 

This section focuses more on the views of the author, the neighboring country and 

the WTO member’s – Georgia’s the macroeconomic before and after joining the 

WTO, and has some ideas on how Azerbaijan can become a WTO member. 

Part 1: Possible benefits and losses of Azerbaijan as a member of the WTO 

   The WTO aims to increase the level of world welfare under free and transparent 

competition conditions by liberalizing international trade at maximum level. It is 

observed that the Republic of Azerbaijan will make some benefits in some ways as a 

result of its activities on the way to becoming a member, but in some ways will suffer. 

The possible gains and losses of the country can be listed as follows: 

 

   Possible benefits: 

 

1. Accelerating the integration into the world economic system by carrying out 

foreign trade transactions within the framework of the general rules adopted 

by approximately 150 countries, 

2. Having the same conditions as its main trade partners and neighbors, not 

encountering different applications 

3. To benefit from the discounts applied among WTO member countries 

4. To be able to benefit from WTO rules and unity mechanism in solving 

economic problems, 

5. The opportunity to participate in meeting about the development of the 

multilateral trading system within the framework of the WTO 

6. Transition of existing standards to international standards, 

7. With the reduction of costs in goods and services as a result of new customs 

regulations, the public has the opportunity to receive goods and services at a 

lower price than before. 
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8. Increasing the flow of foreign capital towards the non-petroleum sector as a 

result of increased transparency and national treatment law. 

 

   The above is the possible general benefits as the member for the economy. Other 

WTO membership benefits can be classified in two main groups: 

 

1. Possible benefits for exporters (producers) 

 

a) Exporters (producers) access broadband and rich content through 

WTO institutes. At the same time, with the help of these institutions, 

they achieve a fairer settlement of trade disputes. 

b) Exporters (producers) get guaranteed access to the markets of all 

WTO member countries; 

c) Exporters (producers) participate in multilateral trade negotiations as 

fully and equally accessible member countries and impact to world 

trade policy. 

 

2. Possible benefits for importers (consumers). 

 

a) Due to lower import duties, the competitive ability of the national 

market reaches a high level 

b) The fall in tariffs leads to the reduction of raw materials and semi-

finished products and complex components. As a result, the cost of the 

production has diminished, thus reducing consumer costs 

 

   Possible losses: 

 

1. Foreign goods flow due to trade liberalization, the market is filled with cheaper 

foreign goods. 

2. Stronger and more experienced foreign companies will gain over small and 

inexperienced local companies. 

3. There will be a significant fall in state budget revenues with a decrease in 

customs (import duties have a share of 24% of state budget.) 
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Part 2: Comparison: Azerbaijan and Georgia 

   The process of obtaining Membership of the WTO is complex and implies many 

challenges for the countries wanting to join and hence the long average duration. 

Once that goal is achieved, the practice shows that WTO membership creates 

significant new opportunities. This perhaps best explains why, since the WTO was 

created in 1995, a total of some 36 countries have taken the initiative to join the 

WTO and successfully completed the accession process nearly two dozen more are 

presently negotiating their accession.  

 

   Georgia was one of the countries that shortly after becoming an independent state 

launched the process of joining the WTO in July 1996. This decision was largely 

driven by the new trade opportunities that WTO membership offers and the decision 

taken to undertake the necessary reforms with a view of aligning domestic policies 

with international standards and requirements. Following 4 years negotiations, it 

obtained the green light from the WTO members, leading to the formal ratification by 

Georgia's Parliament in May 2000, thus freeing the way to become the WTO's 137th 

member on 14 June 2000. Georgia was the fourth former Soviet Republic joining the 

WTO after the Kyrgyz Republic, Latvia and Estonia. (G. Arveladze and M. Smeets, 

2018) 

 

   Despite the fact that Georgia has been a member since 2000, the process of 

admission is still in progress in Azerbaijan. There were serious problems related to 

the preparing required documents and answering the questions asked by the 

working party members on Azerbaijan in first years of the accession process. Thus, 

Azerbaijan ended submission of required documents to the WTO secretariat only in 

mid-2004 with the foreign assistance (Kavass, 2008, p. 360). The main reason of 

delaying the accession process until 2004 should be considered as that Azerbaijan 

government was inexperienced in this kind of issues. In addition, sometimes, 

Armenia (a member of WTO) is considered as an obstacle for Azerbaijan’s 

accession to WTO. However, Mahmoud Mammadguliyev who is Deputy Foreign 

Minister and Chief Negotiator on the accession process of Azerbaijan has stated that 

“Armenia has sent a letter stating that it would not oppose the entry of Azerbaijan in 
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this organization” in time of its accession to WTO (Akhundov, 2012). This situation 

was completely different in Georgia, and the admission process was short. The 

following information shows the changes after Georgia became a WTO member 

 

   The graph below represents the changes in GDP (Source: GEOSTAT Official 

Website: National Statistic office of Georgia) According to the figure, Georgian 

membership in WTO did not cause any significant increase in GDP production in first 

years of the accession. When we compare GDP indicators and sectoral production 

before and after 2000, not any significant change is observed with the impact of 

accession until 2003. The year of 2003 was written to the history of Georgia because 

of the “Rose Revolution” which followed by increasing democracy, decreasing 

corruption and developing of the country’s economy (Papava, 2009, p. 199). As a 

result, Georgian GDP also substantially increased in the following years which 

exceeded $6 billion in 2005 and grew approximately $2 billion each year until the 

end of 2008. The economy declined in 2009, most probably due to the effect of 

Financial Crises of 2008 in world economy. 

 

 

 

 

 

 

 

It is interesting that foreign trade balance of Georgia has been always negative. 

export of the country has never substantially increased and became always lower 
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than $1 billion before the accession. On the other hand, despite of an increase in 

amount of imports in 1997 which reached to nearly $1.5 billion, it decreased and 

become slightly more than $1 billion in the pre-accession year. However, both export 

and import of the country increased after the accession, approximately in the same 

amount until the end of 2003 or the Rose Revolution in Georgia.  

 

After 2003, import of Georgia increased much more than its exports which expanded 

its trade deficit. Moreover, this yearly deficit also substantially increased every year. 

Especially after the year of 2005, trade deficit of the country was more than $1 billion 

which exceeded $4 billion in 2008. Georgia’s import fell sharply in 2009 in 

comparison with slight decrease in amount of export. However, it still preserve at 

least $2 billion deficit which increased in the following years and become 

approximately $3 billion in 2012. Doubtless, after the end of transitional period for 

application of WTO commitments (2005), Georgia’s international trade significantly 

increased. But, this positive impact became considerable higher over imports in 

comparison with exports. (Aliyev, 2014) 
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Part 3: Importance of joining WTO 

 

Making a decision to join or not to join to WTO would have both advantages and 

disadvantages for the economy of Azerbaijan. Today, there are several expectations 

in Azerbaijan society from accession to WTO such as decreasing or eliminating of 

monopoly in the economy, developing non-oil sector, increasing non-oil export and 

etc. The revival in the economies of the member states is also encouraging 

Azerbaijan to become a member. In addition to this encouraging, it is also risky to 

keep up the economy by relying on exhausted natural resources.  

 

Conclusion  

It appears from the long-term admission process that the WTO membership is not 

easy. The article highlighted the importance of membership in an organization that 

controls 95% of world trade. In addition, development of neighbor countries after the 

admission, Azerbaijan is even more interested in this issue. These efforts are 

expected to bring positive results in recent years 
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