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Abstract 

The research paper composed of 5 parts: introduction, the WTO and Azerbaijan: 

advantages and disadvantages, analysis of the current situation of trade operations, the 

case studies of Hong Kong and Georgia and proposals for improvements. During the 

preparation of the content, different local a international publications were cited, 

alongside with websites and databases of the Azerbaijan State Statistics Comitee, UN 

and World Bank annual reports and independent statistics and reports. Please note 

that, for all statistics and data 2017 year was chosen, as a result of reliable information 

lack for 2018 year. 

Introduction 

Located at the crossroads of East Europe and West Asia, Azerbaijan has always been 

one of the most important centers of both Asian and European traders. Starting from 

ancient ages, the area was witnessed of enemy attacks, state coups and changes, 

which damaged the infrastructures and resulted the lagging of the trade relationships.  

Although a dependence upon oil and petroleum-based industry has resulted in a large 

trade surplus, Azerbaijan has found it difficult to expand other sectors of the economy, 

instead relying upon the import value added goods. Commodity exports are destined for 

a small group of developed markets while non-oil products are exported mainly to 

Russia. Not only do product and market concentration make Azerbaijan susceptible to 

concentrated price and market fluctuations, but energy supplies are declining rapidly, 

reinforcing the need for diversification. In order to access a wider variety of markets, 

Azerbaijan is undergoing WTO accession and pursuing increased cooperation with the 

EU countries. Despite these efforts, trade competitiveness is still hindered by low 

productivity, limited financial access, burdensome regulatory and business 

environments, and underdeveloped physical, institutional, and quality management 

infrastructure. 

Nowadays, Azerbaijan has become the most powerful country in the region thanks to oil 

and oil products export, alongside with increasing the differentiation of exported 

products, aiming local and external investments to non-oil sectors such as agriculture, 

tourism and ICT (Information Communication Technologies). Azerbaijan focuses on 

building bilateral trade relations with foreign countries, especially gives priority to 



strengthen trade relations with neighbors and countries with great economic power and 

perspectives. 

WTO and Azerbaijan: advantages and disadvantages 

Azerbaijan is constantly been pursuing opportunities to expand its foreign trade 

relationships on an international level to become a member of the World Trade 

Organization.  As a matter of fact, the Azerbaijan Republic began the accession process 

in 1997 with the WTO, but submitted the required memorandum on its foreign trade 

regime on April 22, 1999. Since that time, there have been series of exchanges 

between Azerbaijan and the WTO working parties. However, instead focusing on the 

relationships and application process of Azerbaijan with WTO, I tried to analyze briefly 

the main advantages and disatvantages for Azerbaijan in case of joining to the WTO. 

As part of the accession process, Azerbaijan must review all its international trade 

arrangements and train local specialists on the WTO, as well as arranging visits for the 

Negotiating Party. These procedures allow Azerbaijan to broaden the connections with 

other countries in the world.  Azerbaijan already has relations with some international 

trade organizations, such as the Islamic Development Bank and the Asian Development 

Bank.  

Moreover, the WTO accession will enable to bring the latest technologies into the 

national market at favorable prices after cutting off import tariffs and connecting other 

markets worldwide. As a WTO member, every country should provide transparency and 

opennes in trade by decreasing discrimination and solving corruption problems.  

For attaining the WTO member status, Azerbaijan should revise its existing laws and 

policies to bring them into correspondence with the WTO rules.The rules in agriculture 

sector  might be assumed the most appropriate example, because of particular 

difficulties concerned agricultural subsidies, just as in the case of tariffs. Azerbaijan 

starts with a very low amount compared to other countries, therefore has less to trade 

away for other goals.  Azerbaijan faces the challenge of protecting domestic agriculture 

against massive imports from countries where there are high agricultural subsidies, 

such as Sweden and Netherlands, where farmers receive aout 33,000-35,000 US 

dollars as a government aid each year.  

Current situation shows that, the government has a long way ahead for apply all the 

steps necessary to address these problems.  However, it shouldn’t be assumed that 

Azerbaijan should not or cannot pursue this accession.The WTO membership will bring 

significant benefits to society, especially among those involved in the export market, 



and it will help Azerbaijan integrate itself into the world with far greater access to the 

markets of other countries. 

 

Apart from the advantages,the access to the WTO can result some strict losses as well, 

which should be considered by the government. The main examples of disatvantages 

are following: 

- adaptation regress as a result of the production of non-competitive goods and 

provision of services; 

- reduced receipts from customs duties; 

- increased expenses for patents for technology imports; 

- government spending to compensate for local industries driven out of business 

by foreign competition; 

- societal adjustments of expenditure patterns given new flows of imports 

and reduced efficiency of investments, because of changes in the relative 

efficiency of domestic and foreign producers. 

 

Analysis of current situation of trade 

In this part, I analyzed import/export operations in accordance with countries and types 

of goods basing on current available data (2017). The statistics were taken from the UN 

and the World Bank annual reports for 2017 year. 

Export/import dynamics of the Azerbaijan Republic between 2007-2017 

 



Source: https://wits.worldbank.org/CountryProfile/en/Country/AZE/Year/LTST/ 

The export/import dynamics of the Azerbaijan Republic trade allow us to determine the 

current situation of the foreign trade and impacts of regional and international economic 

cases over 10 years. A dramatic rise during 2007-2008 reaching to 47 billion US dollars,  

was followed by decline after a year as a result of World Financial Crisis in 2008. 

However, until 2013 we can observe growth until the process of the oil price decline. 

The main reason of the extraordinary fluctuation of export level is related to the role of 

oil and oil products in our foreign trade. Coming to the import operations, a slight 

increase followed by a fluctuation from 2011, where it reached around 10 billion US 

dollars.  

Top 10 export/import countries in 2017 

 

Source: https://globaledge.msu.edu/countries/azerbaijan/tradestats 

Main exported/imported products in 2017 

https://wits.worldbank.org/CountryProfile/en/Country/AZE/Year/LTST/
https://globaledge.msu.edu/countries/azerbaijan/tradestats


 

Source: https://globaledge.msu.edu/countries/azerbaijan/tradestats 

In 2017, Italy, Turkey, Israel and Russia were main export relations partners, where 

main export products were oil and oil products, gas, minerals, fruit and vegetables and 

etc. At the same time, Azerbaijan increased export operations with the Czech Republic, 

Canada and Georgia. Russia, Turkey and China were the main exporters to Azerbaijan, 

especially industrial and electrical machinery, different types of metals, motor vehicles 

and parts and etc. 

After analyzing the given data, we can find out that, over the past years the structure of 

the foreign trade keeps dependence on oil industry products. Moreover, the share of 

agricultural industry products has been increasing over the years, alongside with 

minerals and etc. However, we should work hard to avoid oil industry dependence, use 

tourism potential fully in the service industry, promote agricultural products more and 

develop industries related to Hi-Techs. 

 

Case studies of Hong Kong and Georgia 

As a new independent country, Azerbaijan should follow worldwide experiences for 

growing the economy and optimization of trade relations. In this part, I analyzed the 

cases of Hong-Kong and Georgia for developing and demonstrating suitable trade 

strategies and solutions for Azerbaijan.  

As a first case study, Hong Kong was chosen because of its high volume of trade 

(400%), a neighbourhood with “one of the World Powers” and its opportunistic trade 

https://globaledge.msu.edu/countries/azerbaijan/tradestats


policy. Hong Kong locates in the Southern East Asia, which borders with PR of China 

and South China Sea. Having more than 7 million population and accessibility directly to 

the Pasific Ocean helped Hong Kong to develop its trade potential and led to economic 

growth. Hong Kong is the world’s freest and most services-oriented economy, with 

services sectors accounting for more than 90% of GDP. With little agricultural land and 

few natural resources, Hong Kong chose to specialize its manufacture and exports in 

technology and relies heavily on imports for most goods. Hong Kong’s top exports are 

computers, telephones, office machine parts, integrated circuits, and other electronic 

equipment, meanwhile its top imports are crude petroleum, gold, cars, and iron.  

Recent initatives applied by the Hong Kong government to grow the economy should be 

analyzied in detail for having a valuable tutoral for benefiting our economy and 

developing trade strategies. It includes: 

- Hong Kong is rated the world’s freest economy by the Heritage Foundation in 

2017 consecutively for 23 years since 1995. 

- Hong Kong has proved its enduring appeal as the first-class business city. It 

gained the title as the world’s most competitive economy (out of 61 economies) 

in the World Competitiveness Yearbook 2017 released by the International 

Institute for Management Development. 

- Leading global FDI recipient and FDI investor-Hong Kong continues to be a 

preferred destination for FDI.  

- Business-friendly tax regime supported Hong Kong to rank 3rd in Paying Taxes 

2017 report by PwC and World Bank Group. It is a free port with low and stable 

tax: salaries tax rate capped at 15%, profits tax at 16.5%; no import tariff, no 

value-added or sales tax; no capital gains tax; no withholding tax on dividends 

and interest. 

- Building world-class business/connectivity infrastructures and international 

aviation hub with flights to around 190 destinations worldwide played a great role 

to improve air-transportation system of the country. Hong Kong International 

Airport (HKIA) is the busiest air cargo airport in the world since 1996. In 2016, it 

handled 4.52 million tonnes of cargo.   

- Local and international investments to all types of transport systems. Especially 

being the starting point of the “Silk Road Economic Belt”, Hong Kong develops its 

railway and road transportation systems. by pushing ahead major infrastructure 

projects (e.g. the Express Rail Link, and the Hong Kong–Zhuhai–Macao Bridge 

and etc.) 



In the second case, I analyzed the trade overview and policies enforced by the 

government of Georgia. The reasons for choosing Georgia are following: similar 

geographical location, access to the sea, history, close economic dimensions and 

recent tourism service potential. Since 1991, Georgia has been witnessed various 

political and economic issues, especially I can highlight the conflict with Russia in 

2008 and loosing some areas. All of those occasions impacted negatively on the 

economy, at the same time trade system of the country. However, even having more 

economic power than Georgia, I would say, we need to learn many things from their 

development model of economy and trade system. Especially, by building strong 

relationships with European countries, they could demonstrate not only road and 

railways transport modems, but also sea and air transportation.  

Nowadays, Georgia is the “budget airlines destination” thanks to their agreements 

with different budget airline companies. However, we can add also various regional 

and international trade agreements:  

- Being a member of WTO and having a Most-Favoured-Nation (MFN) status with 

member countries; 

- GSP agreements with the U.S., Canada, Switzerland, Norway, and Japan; 

- Free trade agreements with Turkey and Ukraine, as well as privileged access to 

most of the former Soviet Union countries. Georgian exports are valued at US $ 

6.6 billion in 2017, the majority being exports of services (travel and transport). 

After the “5 days war”, the government focused on improving tourism services and 

gave priority to optimization of pricing policies in tourism not for only external visitors, 

but also locals. Application of corresponding rules and strategies resulted total 

growth of the tourism industry, which we can assume as a type of tourism services 

export as well. New tourism strategy applied in 2008, aims to establish Georgia as a 

high quality, sustainable, competitive, international and domestic tourist destination. 

To achieve this objective, it focuses on private sector development targeting specific 

markets, which guarantee the highest return per visitor and involvement of the entire 

government in promoting tourism and ensuring economic, cultural and 

environmental sustainability. At the core of the strategy lies the establishment of a 

“Georgian Way”, a tourism route based on a hub and spoke destinations within 

Georgia and across the border, in order to provide a wider regional touristic offers. 

As a part of trade strategy, the government focuses on achieving fast and 

sustainable economic development and reducing poverty, dealing with improvement 

in governance, macroeconomic stability, improvement in the structural and 



institutional environmental, development of human capital, development of economic 

priority sectors, improvement of natural environment conditions, socioeconomic 

rehabilitation of post-conflict zones, development of science and information 

technologies and etc.  

 

Proposals for the improvement of the foreign trade 

After assessing the trade strategies and development cases of Hong Kong and 

Georgia, for pursuing the improvement of our economy and trade system, I came up 

with these results:  

1. Intensifying the process of the foreign trade activities liberalization; 

2. Providing transparency in the process of the adoption and implementation of 

appropriate laws and external trade policies; 

3. Development and acceleration of co-operation with regional and international 

economic organizations and funds of foreign countries for investment,alongside 

with the promotion of businesses; 

4. Parallel with measures for tariff regulation in regard to imports, the extensive use 

of non-tariff measures, including measures related to standards, packaging and 

marking of goods, based on international experience; 

5. Ameliorating and investing in transport infrastructure: mainly air transport and 

pipeline transport modes; 

6. Reconstructing and developing oil processing factories, plants and other kind of 

manufactories; 

7. Improving tourism services quality and quantity in order to be able to use its full 

potential; 

8. Strengthening the control system of the foreign trade; 

9. Facilitating import/export operations, using “simplified tariff policies” 

 

In conclusion,  for improving our economy and contributing to our foreign trade, we 

should start to invest in human capital more. The real treasure of every country is its 

human capital. We can prove it with Japanese, Korean and Jewish examples in the 

world.   
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