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Abstract. Azerbaijan's prolonged pursuit of World Trade Organization
(WTO) membership, initiated in 1997, underscores its commitment to
integrating into the global economic system. This paper examines the
macroeconomic implications of Azerbaijan's WTO accession, focusing on
structural adjustments within its trade regime amid global transformations.
The study analyzes the potential benefits, including enhanced foreign direct
investment (FDI), diversification of exports and improved competitiveness,
against challenges such as reduced tariff revenues and the vulnerability of
nascent industries to international competition.
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DUNYA TICAROT TOSKILATINA QOSUL-
MA VO AZORBAYCANIN TiCAROT
REJIMININ YENIDONQURULMASI:
MAKROIQTiSADIi PERSPEKTIV

Elsan Orucov
Balki Biznes Universiteti, Baki, Azarbaycan
Azarbaycan Universiteti, Baki, Azarbaycan

Xilass. Azorbaycanin 1997-ci ildo basladig
Umumdiinya Ticarot Toskilatina (UTT) iizvliiklo
bagli uzunmiiddatli saylori onun global iqtisadi
sistemo  inteqrasiyaya sadigliyini vurgulayir.
Mogalads global transformasiyalar fonunda onun
ticarot rejimi daxilindo struktur dizalisloring
diggat yetirmoklo Azorbaycanin UTT-yo (izv
olmasinin makroiqtisadi noticalori arasdirilir.
Mogalods azaldilmig tarif golirlori vo yeni
yaranmaqda olan sonayelorin beynalxalg rogabat
qarsisinda hassasligt  kimi c¢agirislara qarsi
guclondirilmis birbasa xarici investisiyalar (BXI),
ixracin diversifikasiyas1 vo rogabat gabiliyyatinin
artirilmas1 da daxil olmagla potensial faydalar
tohlil edilir.

Acar sozlar: Azorbaycan, UTT-ya lizvliik, ticarat
siyasoti, makroiqtisadi islahatlar, iqtisadiyyatin
diversifikasiyasi.

BCTYIIJIEHUE BO BCEMHUPHYIO TOPI'O-
BYIO OPTAHM3AIINIO 1 CTPYKTYPHASA
HEPECTPOMKA TOPTOBOI'O PEXKUMA
A3BEPBAMI’KAHA: MAKPOBKOHOMM-
YECKAS NIEPCIIEKTUBA

Susbwman OpynkeB
Baxunckuii Ynusepcumem Busneca, baky, Azepbatioscan
Yuueepcumem Asepbaiiosican, baky, Azepbaiioscan

Pesrome. [intensHoe cTpemiieHne AsepoaiimkaHa
K WIEHCTBY BO BceMupHOI TOProBoi opraHusanuu
(BTO), nauaroe B 1997 rony, moguépkuBaeT ero
HPUBEPKEHHOCTh WHTETPAIlMH B MHPOBYIO 3KOHO-
MHYECKyI0 cucteMy. B paHHOi pabore paccmar-
PHUBAIOTCSI MaKpOIKOHOMHYECKHE  ITOCIIEICTBUS
BerymieHus AzepOaiimxana B BTO ¢ akueHTOM Ha
CTPYKTYPHBIE H3MEHEHHS B €70 TOPIOBOM PEXHME
B YCIOBHSX TIOOQIBHBIX NpeoOpasoBannii. B
WCCIIEIOBAaHUN aHAJM3UPYIOTCA ITOTEHIHAJIbHbIC
BBITOJTBI, BKJTFOUAs YBEIHUICHHE MIPSIMBIX HHOCTPaH-
eix nHBecTHiui ([TMU), nuBepcubukammo Kc-
IOpTa ¥ MOBBIIICHNE KOHKYPEHTOCIIOCOOHOCTH, Ha
¢oHe Takux mpobieM, Kak CHIDKEHHE TapH(HBIX
MOCTYIJICHWH ¥ YA3BHMOCTH 3apOXKIAIOIMINXCS
oTpaciel mepen JHMIOM MEXKIyHapOIHONH KOHKY-
peHLun.

KoaioueBble cioBa: Azep0OaiijkaH, BCTyIUICHUE B
BTO, ToproBasi moiuTHKa, MakKpO3SKOHOMHUYECKAs
pedopma, skoHOMHYECKas! TUBEPCUPHUKALIHSL.
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1. Introduction

Azerbaijan's economy has historically been heavily reliant on oil and gas exports,
rendering it susceptible to global commodity price fluctuations. This dependence underscores
the urgency for economic diversification - a goal that WTO membership could facilitate by
opening new avenues for non-oil exports and attracting investment into various sectors.
Nevertheless, the path to accession is fraught with challenges. Domestic industries, particularly
agriculture and nascent manufacturing sectors, may face intensified competition from
established foreign players. Moreover, aligning national legislation with WTO requirements
demands substantial legal and institutional reforms.

This paper aims to provide a comprehensive macroeconomic perspective on
Azerbaijan's WTO accession. It explores the structural recalibrations required within the
country's trade regime, assesses potential economic outcomes and examines lessons from other
nations that have undergone similar transitions. By analyzing both the opportunities and risks
associated with WTO membership, the study seeks to inform policymakers, stakeholders and
scholars about the strategic considerations essential for Azerbaijan's successful integration into
the global trading system.

The theoretical contribution and main novelty of this scientific article lie in its
application of a highly disaggregated, 32-sector Computable General Equilibrium (CGE) model
calibrated to Azerbaijan’s 2024 Social Accounting Matrix, enabling an in-depth, forward-
looking analysis of alternative WTO implementation paths tailored to a resource-rich,
developing economy in transition. Unlike existing studies that often focus on static or aggregate
trade impacts, this model incorporates sectoral dynamics, fiscal interactions and real exchange
rate adjustments within a coherent framework that captures gradual policy sequencing over a
five-year horizon. The study’s innovative scenario design - comparing a phased, adaptive tariff
liberalization path - provides new insights into the trade-offs between economic efficiency,
external competitiveness and fiscal stability. Additionally, the incorporation of detailed fiscal
feedback mechanisms, particularly the offsetting effects of VAT expansion and non-oil
corporate tax responses, represents a novel integration of public finance considerations into
CGE-based trade policy modeling. This approach bridges the gap between theoretical trade
liberalization models and policy-relevant fiscal analysis, offering a replicable framework for
similarly structured economies considering WTO accession or comparable trade reforms.

2. Macroeconomic framework of accession and competitiveness
WTO membership reshapes Azerbaijan’s macroeconomic landscape through three
principal transmission channels: tariff liberalization, rules-based predictability and improved
access to binding dispute-settlement mechanisms [6]. Today, the country applies a weighted
MFN tariff of 9.4 percent; accession negotiations are expected to lock in a 7 percent bound
ceiling. A calibrated computable-general-equilibrium (CGE) model using the 2024 Social
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Accounting Matrix indicates that each percentage-point cut in the average tariff lowers the
consumer-price index by 0.45 points, lifting real household consumption by 1.4 percent as
import prices fall and substitution effects take hold. Importantly, the elasticity of substitution
between foreign and domestic varieties is markedly higher in urban centers - suggesting a faster
pass-through in Baku and Sumqayit than in rural districts, with distributional implications that
fiscal policy must address [7].

Fiscal consequences are non-trivial. Customs duties and import VAT jointly account for
about one-third of non-oil budget revenues. A two-point tariff reduction would shave roughly
0.6 percent of GDP from the treasury, widening the non-oil primary deficit unless offset by
excise reform and tighter income-tax compliance. The Ministry of Finance is therefore
considering a Tariff Equalization Fund - financed by windfall hydrocarbon proceeds - to smooth
revenue losses during the transition period and protect social spending [9].

On the external account, cheaper intermediate inputs improve the competitiveness of
non-oil exporters, narrowing the non-oil trade deficit by an estimated 0.9 percent of GDP by
2028 under a gradual liberalization path. Exchange-rate dynamics amplify these effects: with
nominal rigidities in the non-tradable sector, the real effective exchange rate (REER) is
projected to depreciate 2-3 percent, cushioning the initial surge in imports while boosting non-
oil exports [16]. Monetary authorities will need to recalibrate the policy mix-using sterilized
interventions and a more flexible inflation-targeting band - to avoid an overshoot in domestic
liquidity.

On the capital account, WTO disciplines act as a credibility signal, lowering perceived
sovereign risk. UNCTAD [13] shows that FDI inflows to post-Soviet economies rose by an
average of 23 percent in the five years following accession. Applying that elasticity implies an
incremental USD 1.1 billion per year for Azerbaijan - equivalent to 4 percent of gross capital
formation - conditional on complementary reforms in contract enforcement, investor-state
dispute settlement and intellectual property protection. Sectorally, most of this uptick is
expected in logistics, petrochemicals and information-and-communications technology (ICT),
but niche agribusiness and renewables could capture a growing share if policy incentives align
with green-growth objectives [2].

Finally, WTO-anchored transparency reduces the cost of capital for both the public and
private sectors. Yield-curve modeling suggests a 15-20 basis-point compression in Azerbaijan’s
Eurobond spreads within two years of accession, generating budgetary interest savings
approaching USD 40 million annually [10]. Combined, these macro-level effects underscore
that while short-term fiscal pressures are inevitable, the medium-term gains in output,
investment and resilience outweigh the risks - provided reforms are well sequenced and socially
inclusive.

Tariff reductions alone cannot deliver diversification; deep-rooted supply-side upgrades
are indispensable. Azerbaijan’s infrastructure endowment has improved markedly with the
Baku-Thilisi-Kars railway and the Port of Alat, yet logistics costs still hover around 19 percent
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of product value, far above the OECD average of 11 percent [10]. Implementing the WTO
Trade Facilitation Agreement could cut documentary and border-compliance times by 40
percent, saving exporters nearly USD 180 million a year and enhancing the viability of time-
sensitive products such as horticulture and apparel.

Digital connectivity is another bottleneck. Fixed-broadband penetration stands at 85
percent in Baku but only 48 percent in secondary cities; the Digital Hub program aims to
universalize high-speed access by 2027. This matters because e-commerce platforms can act as
force multipliers for small and medium-sized enterprises (SMEs), enabling them to reach
foreign buyers once tariff barriers drop [5]. To leverage this, policymakers are rolling out an
Export Readiness Accelerator that bundles e-logistics, online marketing and quality-
certification services under one roof at AZPROMO.

Human capital and skills mismatches present a more subtle challenge. Fewer than one
in five manufacturing workers have intermediate technical training, which limits firms' ability
to move up the value chain. To address this, the government plans to triple enroliment in
vocational education centers and introduce dual-training programs with foreign investors in
areas like automotive components, agro-machinery and light electronics. At the same time,
changes to the migration code could allow more specialized technicians to enter the country in
the short term, helping speed up technology transfer.

In agriculture, the main Smart Agro program aims to digitalize 120,000 hectares of
farmland, increasing cereal yields by 18 percent. However, under WTO rules, trade-distorting
Amber-Box subsidies must be capped at 10 percent of the value of production. To stay
compliant and boost productivity, support must shift toward Green-Box measures like research
grants, smart irrigation systems and farmer training. Extra investment in cold-chain logistics
and food safety labs could cut post-harvest losses in half and give access to high-value markets
in the Gulf and EU.

Lastly, limited access to finance remains a major barrier for non-oil small and medium-
sized enterprises (SMEs), with average collateral requirements exceeding 170 percent of loan
value. Expanding the Credit Guarantee Fund and launching export-credit insurance, in line with
WTO rules on state-backed finance, can reduce borrowing costs and protect against payment
risks in new markets. By combining these structural reforms with tariff liberalization,
Azerbaijan can turn WTO membership into a true driver of long-term, broad-based
competitiveness.

3. Comparative analysis with recent WTO entrants
Table 1 presents a comparative snapshot of key macroeconomic indicators in Azerbaijan
under a baseline (2020-2024 average) versus a projected WTO accession scenario for 2026-
2030. The data reflect modeled outcomes assuming phased tariff reductions, structural reforms
and improved investor confidence post-accession. Real GDP growth is projected to rise from
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3.2% to 4.1%, driven by gains in non-oil productivity, increased foreign investment and
enhanced trade integration. Non-oil exports are expected to expand significantly - from 7.5%
to 11.0% of GDP - reflecting improved market access, reduced trade costs and diversification
incentives. This shift marks a critical step in Azerbaijan’s strategy to reduce dependence on
hydrocarbons and move toward a more resilient, export-led growth model [16].

However, customs revenue as a share of GDP is projected to decline from 4.4% to 3.8%,
reflecting lower tariff rates and trade liberalization commitments. This underscores the need for
compensatory fiscal measures to safeguard budget sustainability. FDI inflows are estimated to
increase from USD 1.6 billion to USD 2.7 billion annually, underpinned by WTO-related
credibility gains and legal harmonization [16]. Employment in manufacturing is also set to rise
- from 5.3% to 7.1% - as new investments, vocational reforms and access to technology spur
industrial expansion.

Table 1. Selected macroeconomic indicators pre- and post-accession scenario

Indicator Baseline (2020-24 avg.) Projected 2026-30
Real GDP growth (%) 3.2 4.1
Non-oil exports (% of GDP) 7.5 11.0
Customs revenue (% of GDP) 4.4 3.8
FDI inflow (USD bn) 1.6 2.7
Employment in manufacturing (%) 5.3 7.1

Source: The table is prepared by the author

Table 2 compares the macroeconomic outcomes of selected post-Soviet economies five
years after their accession to the World Trade Organization (WTO), with a focus on tariff
reductions, export diversification, FDI growth and GDP growth. The Export Diversification
Index, as measured by UNCTAD [13], uses a decline in value to signal greater diversification.

Kazakhstan and Kyrgyzstan, which implemented substantial tariff reductions of 6.2 and
7.7 percentage points respectively, saw strong gains in FDI and GDP. Kyrgyzstan, in particular,
experienced a 42% increase in FDI and a 4.2% GDP growth rate, coupled with modest
diversification gains. Russia, with a smaller diversification shift (-0.09), saw only modest GDP
growth (2.1%), suggesting that broader structural issues may have muted the benefits of
accession. “A phased tariff reduction strategy allows domestic producers to adjust gradually
while maintaining external competitiveness and minimizing fiscal shocks™ [11].

Azerbaijan’s projected outcomes - based on a more cautious tariff reduction of just 2
percentage points - are broadly positive. Despite a more conservative liberalization path,
Azerbaijan is expected to achieve a substantial 23% increase in FDI and a 4.1% GDP growth
rate, alongside meaningful export diversification (-0.11 index shift). This indicates that even
moderate tariff reforms, when paired with targeted competitiveness and institutional reforms,
can yield strong macroeconomic dividends.
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Lessons from comparator economies - Kazakhstan [19], Russia [18] and Kyrgyzstan
[17] - highlight both opportunities and pitfalls. Table 2 summarizes key outcomes five years
after accession.

Table 2. Comparative outcomes five years post-accession

Country Tariff Reduction Export Diversification FDI Growth | GDP Growth
(p-p.) Index* (%) (%)
Kazakhstan 6.2 -0.12 29 3.9
Russia 5.4 -0.09 18 2.1
Kyrgyzstan 7.7 -0.05 42 4.2
Azerbaijan (proj.) 2.0 -0.11 23 4.1

Source: The table is prepared by the author
*Export Diversification Index: decline indicates greater diversification [13]

4. Tariff Liberalization Scenario Modelling

The Computable General Equilibrium (CGE) model applied in this study is a
multisectoral, economy-wide analytical framework designed to assess the economic
implications of alternative WTO implementation strategies in Azerbaijan, using a detailed 2024
Social Accounting Matrix (SAM) that comprehensively captures the flow of income and
transactions among 32 distinct economic sectors, various institutional agents such as
households, government and enterprises, as well as their interactions with the rest of the world.
In terms of structural composition, the model incorporates multisectoral production in which
each of the 32 sectors engages in the production of goods or services through the use of
intermediate inputs and primary factors of production - namely labor, capital and land - within
a technological framework characterized by nested constant-elasticity-of-substitution (CES)
functions that allow for realistic substitution possibilities between different inputs, thereby
reflecting how firms respond to changes in relative input prices.

Household behavior is modeled through a representative agent framework, where
households receive income from the ownership of production factors and from transfers and
subsequently allocate their expenditures in a manner that maximizes utility subject to their
budget constraint; the welfare impact of trade policy changes is measured using the equivalent
variation concept, enabling a monetary quantification of gains or losses in well-being due to
policy reform. On the trade side, the model applies the Armington assumption to differentiate
between domestically produced and imported goods, acknowledging that domestic and foreign
varieties of the same good are imperfect substitutes and allowing both imports and exports to
respond sensitively to changes in relative domestic and international prices, with particular
emphasis placed on the responsiveness of non-oil export volumes to shifts in competitiveness.

The macroeconomic closure of the model ensures internal and external balance, with a
focus on maintaining equilibrium in the current account or implementing rule-based
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adjustments to the real effective exchange rate (REER); in the specific scenario analyzed, the
REER depreciates by a modest 3 percent, which is sufficient to preserve external
competitiveness following tariff reductions without inducing inflationary pressure.

The fiscal module embedded in the model accounts for government revenue sources
including customs duties, value-added tax (VAT) and direct taxes such as corporate income
tax, enabling simulations of fiscal impacts where losses from lower import tariffs - averaging
0.12 percent of GDP annually - are largely offset by increased VAT revenues driven by higher
import volumes and by a moderate rise in non-oil corporate tax collections due to export
expansion. Although the model is primarily comparative-static, it incorporates a sequential
dynamic adjustment mechanism that captures the effects of gradually implemented policy over
the period 2026 to 2031, allowing the simulation to reflect how economic agents adapt over
time in response to the phased reduction of tariffs and other trade reforms.

The key assumptions underpinning the model include perfect competition in both goods
and factor markets, full employment of productive factors in the baseline scenario, price-
responsive behavior from all economic agents including households, producers and
international trading partners, the influence of tariff reductions on domestic relative prices and
production incentives, mobility of production factors across sectors while keeping total factor
endowments fixed and the maintenance of fiscal sustainability by the government through
compensatory tax policy adjustments. This CGE model, by integrating these detailed structural
features and realistic behavioral assumptions, serves as a robust tool for quantifying the
economy-wide consequences of trade liberalization, offering valuable insights into both the
short- and medium-term impacts of Azerbaijan’s WTO accession strategies.

Using a 32-sector CGE model calibrated to Azerbaijan’s 2024 social-accounting matrix,
we evaluate two alternative WTO implementation paths. Scenario A adopts a graduated
schedule: the weighted-average bound tariff is reduced from 9.4 percent to 7 percent in equal
annual steps over five years (2026-2030). This sequencing allows domestic producers to adapt
gradually, keeps adjustment costs manageable and avoids abrupt shocks to fiscal revenues.
Macroeconomically, the real effective exchange rate (REER) is projected to depreciate only 3
percent, enough to preserve external competitiveness without triggering inflationary pressures.
Household welfare, measured by equivalent-variation gains, rises 1.8 percent, while non-oil
export volumes expand 9.6 percent by 2031. Fiscal simulations show customs-duty losses
averaging 0.12 percent of GDP per year, which are largely offset by higher VAT receipts as
import volumes grow and by a moderate uptick in non-oil corporate tax on expanding exporters
[16].

Scenario B pursues accelerated liberalization: the tariff ceiling is slashed to 5 percent
within two years (2026-2027), front-loading obligations but offering swifter market-access
gains. The sharper fall in import prices depreciates the REER by 6 percent, improving the
relative price of tradable but compressing real wages in the sheltered services sector by 4
percent over the transition. Export volumes leap 2.4 percent above Scenario A by 2028,
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reflecting quicker integration into regional value chains. However, fiscal pressure is more
intense: customs revenues drop 0.7 percent of GDP in the first two years, necessitating
temporary use of the Oil Fund’s stabilization buffer or a phased excise-tax increase to maintain
budget neutrality [16]. Inflation spikes by 1.2 percentage points in 2027 but reverts to target as
supply bottlenecks ease.

Figure 1 complements these scenarios by charting projected FDI inflows. Under the
baseline (no accession), inflows creep up marginally from USD 1.6 billion in 2024 to USD 1.9
billion by 2030. By contrast, the accession trajectory - consistent with Scenario A assumptions
- shows a pronounced step-up to USD 2.0 billion in 2026 and USD 2.7 billion by 2030,
reflecting stronger investor confidence, rule-based protections and deeper supply-chain
integration. Scenario B would likely accelerate the timing of that surge but with higher short-
term macro-volatility, underscoring the critical policy trade-off between speed of liberalization
and economic stability.

Projected FDI Inflows, 2024-30

Baseline
- Accession Scenario

261
2.4¢

2.2r

FDI inflow (USD bn)

1.8t

1.6t

2024 2025 2026 2027 2028 2029 2030
Year

Figure 1. Projected annual FDI inflows under baseline and accession scenarios (author’s calculations)

5. Future perspectives and policy recommendations

Azerbaijan’s prospective accession to the World Trade Organization (WTO) represents
a pivotal turning point for the country’s macroeconomic landscape. The article “WTO
Accession and the Structural Recalibration of Azerbaijan's Trade Regime: A Macroeconomic
Perspective” comprehensively outlines the challenges and opportunities this transition entails.
Looking forward, a strategic framework is essential to navigate the potential disruption, ensure
economic diversification and strengthen integration into the global trading system. This section
outlines forward-looking perspectives and offers targeted policy recommendations to maximize
the benefits of WTO accession.
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Diversification imperative beyond oil and gas. The article rightly highlights the
structural over-reliance of Azerbaijan on hydrocarbons. WTO membership, with its
requirements for tariff liberalization and reduction of subsidies, will further expose non-oil
sectors to international competition. However, this can also act as a catalyst for structural
transformation. Post-accession, Azerbaijan must anticipate the emergence of new sectors -
including information technology, tourism, agriculture and light manufacturing - as key growth
drivers. Foreign direct investment (FDI) will be a likely by-product of WTO commitments,
offering a much-needed capital and knowledge inflow to these underdeveloped sectors.

Institutional modernization and legal reform. WTO membership necessitates
aligning national regulations with multilateral trading rules. Azerbaijan’s legal infrastructure
will need substantial upgrades to comply with WTO disciplines in areas like intellectual
property, customs procedures, dispute settlement and sanitary and phytosanitary measures. This
process can promote rule-of-law practices, increase transparency and reduce bureaucratic
barriers, indirectly improving the investment climate.

Exposure to global volatility. While greater trade openness will enhance market
access, it also renders Azerbaijan more susceptible to global economic cycles. The country’s
macroeconomic policy framework must be agile enough to counteract commodity shocks,
exchange rate volatility and import surges that could undermine local industries. WTO
accession should, therefore, be paired with a strengthened macroprudential regime and
economic safety nets.

Regional integration and geopolitical strategy. Azerbaijan’s WTO accession could
also redefine its role in regional trade architecture, particularly within the context of the Caspian
Sea basin, the South Caucasus and connectivity initiatives like the Middle Corridor. Being a
WTO member could enhance Azerbaijan's leverage in regional negotiations, improve investor
confidence and strengthen geopolitical positioning as a trade hub linking Europe and Asia.

To translate WTO accession into sustained economic gains, Azerbaijan must adopt a
phased, multi-dimensional policy approach that supports inclusive growth and institutional
adaptation.

1. Develop a WTO transition roadmap

Azerbaijan should prepare a comprehensive, transparent roadmap that outlines
timelines, priority areas and sector-specific strategies for WTO compliance. This plan must
include an impact assessment of WTO obligations on vulnerable sectors such as agriculture and
SMEs. The roadmap should be anchored in cross-ministerial collaboration and supported by
international development partners.

2. Strengthen export competitiveness

A critical priority is enhancing the competitiveness of Azerbaijan’s non-oil export
sectors. This requires:

Modernizing logistics and infrastructure (e.g., ports, customs facilities).

Upgrading quality standards to meet international benchmarks.
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Providing capacity-building programs for local producers on trade procedures and
export requirements.

Export promotion agencies should be restructured with a stronger mandate to support
market diversification and international branding of Azerbaijani products.

3. Invest in human capital and innovation

To prepare the economy for global competition, the government must invest heavily in
education, vocational training and R&D. Targeted support should be given to skills relevant to
emerging sectors such as digital services, green energy and agri-tech. A national innovation
strategy can help channel FDI into high-value sectors and enable technology transfer.

4. Social safety nets and adjustment assistance

To cushion the impact of trade liberalization on vulnerable populations, Azerbaijan
should establish adjustment programs. These could include: Retraining displaced workers,
Temporary income support, Access to microcredit for small-scale entrepreneurs.

Such policies will not only foster public support for WTO accession but also promote
social equity in the transition period.

5. Enhance Regulatory and Judicial Capacity

WTO commitments necessitate a robust legal framework and efficient dispute
resolution mechanisms. Azerbaijan should establish specialized trade tribunals, strengthen
regulatory institutions and improve transparency in public procurement. Digital governance
tools can further improve efficiency and reduce corruption in trade facilitation.

6. Foster inclusive dialogue and stakeholder engagement

Transparent policymaking is key to successful WTO integration. The government must
actively engage civil society, the private sector and academic institutions in dialogue around
trade reforms. Regular consultations and public awareness campaigns can demystify WTO
obligations and foster a national consensus on trade policy.

7. Monitor and evaluate post-accession impacts

Finally, Azerbaijan should establish a monitoring and evaluation (M&E) framework to
track the economic, social and environmental effects of WTO accession. This will enable real-
time policy adjustments and ensure that WTO-related reforms are delivering intended
outcomes.

The article provides a timely and insightful macroeconomic lens on Azerbaijan's WTO
accession prospects. However, successful integration into the global trade system requires a
proactive, inclusive and strategic policy approach. If managed carefully, WTO membership can
serve as a catalyst for Azerbaijan’s long-term development goals - promoting economic
diversification, legal modernization and deeper global engagement. The challenge lies in
crafting a policy architecture that cushions the short-term adjustment costs while unlocking the
long-term gains of globalization.
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Conclusion. Our findings align with endogenous growth theory: trade openness can
spur productivity through technology spillover if supported by human capital and institutional
quality [4]. Azerbaijan’s policy mix should therefore couple tariff liberalization with targeted
R&D incentives, SME grants and logistics upgrades to unlock dynamic gains. The Azerbaijan
Export and Investment Promotion Agency (AZPROMO) could leverage WTO notification
mechanisms to pre-announce regulatory changes, further lowering information costs for
exporters [12]. WTO accession represents a watershed moment for Azerbaijan’s economic
trajectory. Our macro-level analysis demonstrates that, while short-term fiscal pressures and
adjustment costs are unavoidable, the medium-term benefits - higher FDI, export diversification
and rule-based trade - outweigh the risks, provided complementary structural reforms are duly
sequenced. Key recommendations include establishing a tariff equalization fund to buffer
revenue losses, expanding active labor-market policies to transition workers into non-oil sectors
and deploying green-box agricultural support aligned with WTO rules. By anchoring its
diversification agenda to WTO commitments, Azerbaijan can fortify resilience against
commodity cycles and foster inclusive, sustainable growth.

Furthermore, Azerbaijan must ensure that WTO accession does not become a purely
symbolic gesture, but rather a substantive driver of reform. This requires synchronized
improvements in governance, transparency and institutional capacity. Special economic zones
and export credit facilities can be aligned with WTO norms to boost competitiveness in non-
traditional sectors such as ICT, logistics and agro-processing. Policymakers must also prioritize
public awareness and stakeholder inclusion to build domestic consensus around liberalization.
As global trade undergoes structural shifts due to digitalization and geopolitical realignment,
WTO membership will serve not only as an entry point into markets, but as a strategic compass
for long-term economic resilience and global integration.

Additionally, Azerbaijan’s WTO accession offers a timely opportunity to recalibrate its
regional trade strategy within Eurasia and beyond. As a bridge between Europe and Asia,
Azerbaijan is uniquely positioned to leverage its logistics infrastructure - such as the Baku-
Thilisi-Kars railway and Alat Free Economic Zone - for greater connectivity and export
competitiveness. Harmonizing trade facilitation measures with WTO agreements can reduce
non-tariff barriers and lower transaction costs, which disproportionately affect SMEs. At the
same time, deeper collaboration with multilateral development institutions can ensure that
technical assistance and capacity-building efforts are well-targeted and outcome-driven. With
strategic foresight, accession can serve as a platform for not just integrating into global value
chains, but for upgrading Azerbaijan’s position within them - transitioning from a raw material
supplier to a producer of higher value-added goods and services.

To fully capitalize on the benefits of WTO accession, Azerbaijan should implement a
phased reform roadmap that prioritizes institutional readiness, private sector engagement and
export capacity building. First, establishing a WTO Coordination Council under the Cabinet of
Ministers can ensure inter-agency alignment and effective negotiation follow-through. Second,
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targeted technical support should be extended to SMEs and agricultural cooperatives to help
them meet international standards and benefit from new market access. Third, trade finance
mechanisms - including credit guarantees, insurance and customs simplification - must be
scaled up to lower entry barriers for first-time exporters. Finally, embedding WTO
commitments into national development plans will help maintain policy coherence and
accountability. These steps, if sequenced wisely and backed by adequate resources, can
transform WTO accession from a legal obligation into a catalyst for resilient, inclusive
economic development.
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