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ABSTRACT 

 

The objective of this study is to analyze the transport potential of Azerbaijan and 

assess transport’s contribution to the geo-economic and geopolitical position of the 

country. The first part of the research is a theoretical framework that attempts to analyze 

geo-economic weight of transport at a modern world, as well as the importance of transport 

in shaping the geo-economic policy. 

  The second section aims to demonstrate how the transport factor influences geo-

economic relations of Azerbaijan, and its impact on economic development. Thus, it 

describes the formation and development of transport sector in Azerbaijan over the years, 

the main directions of the country's transport policy and how the transport affects the 

geoeconomic situation in the region. It also discusses the geopolitical challenges in the 

context of implemented transnational projects. 

  In the third chapter, the key directions for improving the geo-economic potential of 

the transport sector of the country will be elaborated. The transnational projects and their 

geo-economic importance, as well as potential for increasing transport services and the 

state regulation in enhancing competitiveness will be discussed. Moreover, those joint 

economic projects that can strengthen geopolitical status of Azerbaijan in the region will 

be analysed. 

  Finally, as an end outcome from the thesis, the SWOT analysis of the transport 

sector in Azerbaijan will be given. It was analyzed throughout the thesis and suggested that 

Azerbaijan led many transport system advancement projects since gaining Independence 

and due to ongoing trends in economy and its current geo-economic location further 

opportunities can be gained too. In this context, it is suggested to invest on improvements 

on efficiency of transport infrastructure by new technological means and it is also 

concluded that government intervention is inevitable to manage those initial 

capiltalizations. 
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INTRODUCTION 

 

Transportation and transport system is connected to all dimensions of human life, 

our natural environment, economic prosperity, and social well being. Accordingly, they 

could challenge our environmental, social and economic future, as well as the geoeconomic 

status of our country with its various aspects.  

  Due to the economic crisis occured in Azerbaijan in 2015-2016, the country needed 

to take a step for a modest recovery in 2017 to ensure sustained and inclusive growth, 

strengthen institutions and provide resiliance for the future shocks in major spheres, 

including transportation. 

As developing the infrastructure and transportation system are crucial parts of 

geoeconomics, the research will examine the case of Azerbaijan in the context of 

transportation. It will support better understanding of the strenghts, weaknesses, 

opportunities, threats of the transport sector and improvement areas in the future. 

Information is given about the basic grounds of economic aspects of the transport 

sector based on the historical statitistical data analysis and Azerbaijan’s transnational 

transport policy and its impact on the geo-economic situation of the country, the challenges 

and development opportunites which it possess by taking into account the views of varying 

publications. Since transportation and transport systems are considered as one of the main 

factors in the development of nation, many publications came out in order to evaluate it 

from economic, political and social aspects. 

Accordingly, the research  also tries to analyze Azerbaijan as a new transportation 

hub for the East-West trade with several infrastructure investments.As a former soviet 

country Azerbaijan is also facing with many problems, such as aging transport facilities, 

lack of integarated transportation system plans and infrastructures, inadequate and 

primitive road, rail and waterway networks. However high density and well-connected 

transport infrastructure increasingly has become one of the vital ways for the economic and 

social development by providing better access to new markets, smooth in and outflow of 

investments and employment opportunities. 

Today transport sector is viewed as one of the necessary and important requisites 

for further diversification of Azerbaijan’s  economy. This sector plays key role in fostering 

geo-economic strenghten of the country by participating in various geopoliticially 

important projects in the region due to its favorable geographic locaiton. 
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Thus, this opens a good research topic to discuss the new challenges and 

opportunies, understand weaknesses and threats by presenting different point of views, 

including modern approaches and global trends for further developing the sector. 

Research question and aim:  

The reseаrch aims to provide informаtion about the transport sector in Azerbaijan , 

also support better understanding the issues it is facing. Specifically, the research question 

will focus on how the transport potential of Azerbaijan form its geo-economic status. As 

the outcome,  this thesis will provide information about the strenghts, weaknesses, 

opportunities and threats about the future of the sector and suggestions to improve it.     
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 CHAPTER 1. DISCUSSING GEO-ECONOMIC ASPECTS OF TRANSPORT AT 

THE MODERN STAGE 

 

1.1. Literature Review 

 

It should be noted that there is a considerable amount of literature and theoretical 

works on the transport potential of Azerbaijan and its impact on its geopolitical situation 

during the independence years. The transport potential, and its geo-economic and 

geopolitical situation of the country was reflected in the studies of foreign and local 

analysts. Therefore, it can be divided into two following groups: Western scientists, 

including American reserahcers; and local analysts. Such prominent researchers as 

Hooman Peimani (“Conflict and security in Central Asia and the Caucasus”), Cynthia 

Croissant (“Azerbaijan, oil and geopolitics”), Thomas de Waal (“The Caucasus: an 

introduction”) and others were engaged in studying the geopolitical stance of Azerbaijan, 

whereas Soren Scholvin (“Geo-Economics as Concept and Practice in International 

Relations”), Julien Mercille (“The Radical Geopolitics: Geopolitical and Geoeconomic 

Logics of Power”), Mikael Wigell and Antto Vihma (“Geopolitics versus geoeconomics”) 

better  analyses the geo-economic understandanding and its impacts in general. Local 

scholars such as, Rovshan Ibrahimov (“The Development of the Transport Sector in 

Azerbaijan: The Implementation and Challenges”), Vugar Bayramov  (“Azerbaijan’s 

Economic Development Since Independence”) has better contributed to the literature of 

Azerbaijan’s transport potential and geo-economic and geopolitical gains from the 

transport.  

One of the main research reports which was crucial to the literature point of this 

research, belongs to World Bank. It deals with the transport potential of the country and 

current obstacles to regional cooperation. Furthermore, World Bank published a full study 

in 2002 in which they sought the ways of facilitation of Azerbaijan’s transport and trade. 

At the end of the last decade, new reports on “Azerbaijan Partnership Program Snapshot”, 

“Enterprise Survey” have been published which mainly discussed Azerbaijan’s partnership 

potential in transport and trade projects, as hese projects has widely impacted on the 

country’s geo-economic and geopolitical stance in the region.  

In order to contribute to the literature, first of all, the meaning of geo-economics 

has been widely analysed in the first part of the research. As a term, geo-economics has 

been widely analysed by Mikael Wigell and Soren Scholvin in their article – “Geo-

economis as a concept and practice in international relations: surveying the state of the art”. 

The article allows to better understand the meaning of geo-economics, as it adds economic 
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ties of countries which bind them together. In other words, not only security and power as 

in the classical geopolitical theories, but also economic relations create interconnectivity 

between states. Anntho Vihma in her research also analyses geo-economics as an analytical 

approach which applies economic means of power to the objectives of states. Following 

the tradition of Luttwark, she also relates geo-economics with the geopolicts by stating that 

the former provides an alternative to the latter in pursuing geostrategic goals. (Vihma, 

2016)  

Secondly, in order to better understand the transport potential of Azebaijan, the 

literature which mainly discusses development of transport sector (R. Ibrahimov “The 

Development of the Transport sector in Azerbaijan: The Implementation and Challenges”) 

, the role of oil and gas resources in the Caspian basin ( Effimoff “The oil and gas resource 

base of the Caspian region”) and energy cooperations (Bahgat, G. Prospects for energy 

cooperation in the Caspian Sea”) has been comprehensively discussed throug the thesis. 

These literature also allowed to draw a detailed picture of geopolitical situation in the 

region and Azerbaijan’s palce in this arena.  

Some group of researchers such as, Giorgio Barba (“Azerbaijan Trade and Trade 

Facilitation Review”), Allison Graham (“U.S. policy on Caspian energy development and 

exports: mini-case and illustrative paradigm”), Eklind Jonathan (“Economic Implications 

of the Baku-Tbilisi-Ceyhan Pipline”) mainly focused on how newly renovated transport 

sector and transit services in Azerbaijan has increased the GDP growth, developed 

domestic and foreign trade, and involved invenstments. This helped to figure out the share 

of transport in Azerbaijan economy and net income from transportation. The analysis of 

this literature also helped to find out Azerbaijan’s foreign trade turnover from civil aviation, 

railway, road transport and pipeline projects and to characterize a reasonable increase in 

the volume of services rendered and investments.  

By using the above mentioned literature, the local scholars has mainly focused on 

the geopolitical effect of transportation. In other words, they emphasize how transport 

potential of Azerbaijan changed its geopolitical essence and importance in the region 

during the independence years. These analysts mainly stress Azerbaijan’s geographical 

position which causes rivalry between big powers. For example, new pipeline projects with 

the EU and USA underminded Russia’a impact on the energy corridor and energy transport, 

whereas enhanced structuring role of the U.S. In the region Turkey also wants to play an 

active role by transmitting the pipelines through its territory. All these increase geographic 

and geopolitical importance of Azerbaijan and causes rivalry in the region, as many local 

analysts argue.  
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A considerable amount of literature has been published about the transport analysis of 

the country and its geopolitical impact, however local literature lacks the information about 

the geo-economic situation of the country and transport potential’s influence on the geo-

economic stance. In conclusion, aforementioned scholars studied transport network and 

geopolitics of Azerbaijan systematically from various angels. The above studies and recent 

publications on the transport systems, while focusing only renovations and income from 

the transport systems and a significant rise in geopolitical situation, do not address the main 

question of which geo-economic aspects have been released by the impact of transport 

potential.  

 

1.2. Methodology 

Methodology relies on the secondary data. Qualified methods are applied through 

the analysis of the secondary data on which different point of views on issues and 

challenges, strengthens and opportunities on transport sector in Azerbaijan are synthesized, 

and the author gives relevant recommendations relying on this synthesis. 

In this methodology the variety of the literature from different angels helps to 

articulate the primary research question of the thesis. In this research Azerbaijan’s current 

geo-economic status and geopolitical situation is dependent variable and Azerbaijan’s 

transport potential and advanced transport systems which in this case, includes airway, 

marine, oil gas pipelines – is independent variable. Research type is qualitative. Research 

design is exploratory. 

Materials of Azerbaijani and foreign, mostly Russian authors stated in monographs, 

scientific journals, as well as from annual reports of various international organizations, 

official internet sites, statistical data regarding the world economy and international trade, 

statistical data and reports of the State Statistics Committee, the State Customs Committee, 

the Ministry of Economic Development, State oil company of the Republic of Azerbaijan 

have been used in the analysis. The data extracted from the officially approved data system 

of State Statistics Committee of Azerbaijan covers last 20 years between 1999 and 2018.  

   

1.3. Conceptualisation of Geoeconomics  

 

         Geo-economics is the scientific discipline that studies the economic situation in a 

given country, based on the various indicators - its geographical location, historical 

development, and culture to determine its level of economic development and place in the 

world politics, originating into account the only level of economic influence. It is closely 
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connected with other social sciences, therefore it is also in contact with geopolitics, and the 

study of globalization. (Petsinger, 2016) As a political strategy, geoeconomics is new 

geopolitics (geopolitical economy), which develops a strategy to increase the influence of 

the state from the standpoint of its economic power and ensures the achievement of foreign 

policy goals, global or regional power in an economic way. (Luttwak, 1990)  

The first attempts to connect various economic processes and phenomena with spatial 

factors can be observed in the works of various scientists, starting from the XVIII century. 

For the first time, the foundations of a geo-economic concept can be found in Fritz Roerig, 

a German historian who suggested that economic factors are central to the geopolitical 

alignment of states. He claims that dominance is won precisely by those countries in which 

the largest number of productive resources and information are concentrated. Italian 

scientists Jean Carlo and Paolo Savona believed that economics and politics were always 

closely interconnected. The state, pursuing a certain policy, inevitably took into account 

economic opportunities and interests, moreover, without economic resources, it could not 

carry out either foreign or domestic policy in general. (Wigell, 2018)  

Also, the foundations of geo-economic theory can be found in the “National System of 

Political Economy” by Friedrich Liszt, written at the beginning of the XIX century. This 

book contains allegations that the economic well-being of the state, its influence directly 

depends on geographical factors and at the first stages of development it is these factors 

that determine the degree of its demand in the world trade space, since it is from agriculture, 

agriculture that the production path of any state. (Sheet, 2005) However, almost until the 

end of the last century, there was neither a separate scientific discipline nor the term 

“geoeconomics” itself. This concept was introduced in the late 80s of the XX century by 

Edward Luttwack, political scientist, consultant to the National Security Council of the US 

Department of State. Scientists attribute such a late appearance of geoeconomics as a 

separate science to various factors. It was at the end of the 20th century that the process of 

globalization began, which led to the strengthening of the dependence of states on each 

other. In addition, geographical boundaries between states have been overcome due to 

virtualization.information, and subsequently capital, which led to the need to create, in fact, 

new geography based on the location of the centers of accumulation of information and 

capital. (Vihma, 2016) 

E. G. Kochetov, a Russian scientist, identified four main reasons for the emergence of 

geoeconomics as an independent display. This is the blurring of borders between states, as 

a result of which domestic and foreign policies are becoming more and more closely 
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connected; the growing influence of the economy on the political process both within the 

state and in its external activities; the emergence of universal economic rules to maintain 

the global economic balance; the priority of economic development over the political, 

ideological, and other strategic goals of state policy. (Vihma, 2016) 

Geoeconomics in its research methods is based on a number of principles. In the study 

of any state, it should consider it not in isolation, but as part of the whole, analyze it as a 

subject of geopolitical and geoeconomic activity, since only by assessing the country's 

position in the general system of states, one can understand its real level of economic 

development. In addition, Geoeconomics must take into account the fact that the objects of 

its study and at the same time the subjects of economic activity are subject to constant 

changes, they are not static. Any state undergoes constant gradual changes, experiencing 

ups and crises as part of its historical development. Therefore, geoeconomics as a science 

in its tools must constantly adapt to the changing objects of its study. (Luttwak, 1990) 

Geoeconomic studies are both positive, theoretical, and normative, pragmatic, which 

is expressed in the formulation of proposals for real measures aimed at adjusting foreign 

and domestic economic policies, a long-term strategy to improve the geoeconomic 

positioning of a particular state or supranational block, in particular, to increase their 

competitiveness. 

In geoeconomic studies, other approaches are used to identify supranational (largely 

hypothetical) blocks. In particular, among the most traditional approaches, the division of 

the world into a rich North and a poor South stands out; Christian West and non-Christian 

East; American ( NAFTA and South America), European ( European Union ) and Pacific 

(China, Japan, South Korea, Taiwan) geo-economic spaces. (Wigell, 2018) 

In addition to the above methods of segmenting the world, there are a number of geo-

economic systems. In its theory, geoeconomics distinguishes certain supranational entities, 

based on the concentration in them that are limited in their rules, which have the 

characteristic features of production and exchange relations, the legal regulation of the 

economy, and the behavior of economic entities. According to one of these classifications, 

geoeconomics distinguishes European and American economic centers and Asia-Pacific 

countries. In addition, there are more detailed classifications of the world economic space, 

for example, on the basis of the territorial position or the nature of economic relations 

between entities. (Wigell, 2018) 
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The range of activities recommended within the framework of geoeconomics includes 

both defensive (protectionist, mercantilist) and offensive actions related, in particular, to 

economic (trade, technological, currency wars, economic intelligence (including industrial 

espionage) and counterintelligence and etc.). 

In the modern economic space, there are a number of trends in its development, which 

suggest the need for a fundamental restructuring of geo-economic strategies, production 

and exchange technologies of all states, including those that are the centers of the world 

economy. Such trends include the virtualization of capital (the emergence of 

cryptocurrencies, evasion of cash payments, etc.), the changing role of the state as a subject 

of economic activity, the ever-increasing publicity of the political elite and its increasingly 

open interaction with the people. Under such conditions, developing countries should not 

only develop geo-economic strategies but also, first of all, engage in the modernization of 

all areas of production, because without advanced technologies in modern realities it is 

impossible to achieve economic domination.  

Geoeconomics uses a number of different methods in pursuing economic policy in 

order to increase the competitiveness of the state. Firstly, these are traditional methods, 

which include, for example, institutional methods - changing the tax system, introducing 

innovative technologies, developing infrastructure, social support for the population, 

increasing its well-being. (Scholvin, 2018)  

The success of the geo-economic policy chosen by the state in modern realities depends 

on its continued existence, therefore, the geo-economic strategy of its development should 

be subject to constant adjustment depending on the global economic situation. (Scholvin, 

2018)  

      As a new scientific discipline, the role of geoeconomics in shaping today's national, 

regional and international political and economic relations and in explaining the changing 

world system is increasing day by day. Although economic relations constitute the basis of 

the behaviors of individuals and firms struggling for the highest profit in the free market 

economy, geoeconomic relations determine the behavioral structure of the states which 

cannot be considered independent of their geography in the international arena on the axis 

of geography-economy-technology.  

      For the time being, geoeconomics is the last link in the evolution of views that aim to 

interpret the system of interstate relations and foreign policy practices after the emergence 

of nation-states. As a method, it gives more importance to economy, technology and 
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geography than politics. The vital interests of states are determined on an economic basis 

and strategies are drawn accordingly. (Matthew Sparke, 2000) In general, geoeconomics is 

handled with three basic approaches; firstly, natural resources in a given region or 

geography and the policy of controlling and using these resources; secondly, in the form of 

vital economic discourse, where the global economy is closely tied, and finally, the 

financial, capital and trade flows in the global world and across borders, and the political 

reasons behind these movements. (Mercille, 2008)  Geoeconomics, in its shortest and 

general definition, is the strategic use of a region or country in international economic and 

political relations by taking into consideration the technological elements of geography and 

economy. (Kochetov, 2008) 

1.4. Theories of economic growth and the role of transport 

    One of the most important features of the transport sector is that an efficient 

transportation system has an important function to redirect the country's economy. 

Accordingly economic elements such as investments, trade, industrialization, population, 

construction are encouraged, starting with the most important, due to the fact that the access 

roads are well-planned, roads, railways, airports, and ports are significantly accessible and 

qualitatively both urban infrastructure and urban centers economically advanced as a 

whole, it favors to the development of social-oriented units, such as universities and 

hospitals in the area. Developing transportation contributes to increasing profitability of 

agricultural and industrial production by reducing input costs and improving producer 

prices and reducing costs due to the continuity of both the frequency and input supply, 

enlarging capacity and  elevating the degree of production technology. Along with 

expanding productivity, economies of scale is emerging and production capacity is 

increasing. Thus, increase in production levels boosts the profitability and quality of 

transportation services by rising demand for transportation services and encouraging 

greater investment for transportation. 

    Nowadays, industrialized countries have completed their industrialization and 

development movements, giving a high importance to the infrastructure investments, and 

especially to the efficient transport infrastructure. However, transportation is not sufficient 

and effective for development solely without complementary factors: while there is an 

efficient nationwide transport system, factors such as net investment, growth in population 

and technological advancement also influence economic prosperity in the country's 

development. It creates only one “chance” for industrialization by reducing costs, 

improving productivity, utilizing natural resources and administrative, social, political, and 

technical infrastructure of the transportation system is widely spread throughout the 
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country and other complementary measures such as the establishment of regional centers. 

It is impossible for developers to be achieved without local resources being linked. When 

an industrialized region with an efficient transportation system is integrated with an 

economically abandoned site, it will always be the first to immigrate to the first and 

polarization will accelerate in the industrialized region. (Crandall, 2006) 

   This thesis approaches to the issue from two theoretical methods, namely neoclassical 

theory, and institutional paradigm. Apart from these two main theories, co-evolutionary 

development approach is also examined. The two main theories have developed in certain 

ways that their core goals, actors, organizations and in general core elements differ from 

each other (Hasselgren, 2013).  

Neoclassical and endogenous growth theories 

    The neo-classical theory indicates that increasing labour or capital brings diminishing 

returns. Thus, increasing capital possess only a limited and temporary effect on fueling the 

economic growth. As increments of the capital leads the economy to maintain its steady-

state rate of economic growth. 

   According to the Solow/Swan model below dimensions are needed to increase economic 

growth rate: 

 An increase in amount of invested GDP  – but, it is limited as bigger proportion 

of investment is inducing diminishing returns and confluence on the steady rate 

of growth 

 Technological advancement which improves capital/labour productivity 

 It proposes poor countries who invest heavily need to see their economic growth 

intersect with wealthier countries. 

    Economic output is the factor of the labor and capital resources utilized within the 

economy along with the effectiveness with which these inputs are implemented. Economic 

development thus relies on increments in these resources and in total factor productivity. 

Transport has a direct effect here with capital invested in logistic systems and transport 

infrastructure, expanding physical capital and indirect effect through comprehensive 

transport that can cause bigger efficiency which different sectors utilise their own 

resources.  

   Neoclassical theory in the context of transport infrastructure deals with finding optimal 

utilization of available resources and has positive approach to the government intervention 
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to alter or advance the market outcomes (Hasselgren, 2013). It is believed that this model 

as well as its application, had a great effect on the historical development of the role of the 

government and other theories which are associated with them in the economy (Hasselgren, 

2013).  

    As stated above, neoclassical growth theory as an early development model mentioned 

physical capital and technological development (also human capital). Due to the 

diminishing returns to capital accumulation, the effects of higher investment on the growth 

of the capital stock and so on output growth tend to dissipate over time. (Dalziel Saunders, 

2014) Thus, greater investment causes output per head to increase, compared a permanent 

economic growth. Here comes the total factor productivity which affects growth on income 

per person and also regarded as mirroring the impact of technological change.  

    Recent attention is to have longer term investment for the economic growth. In this 

framework below threads of endogenous growth theory have emerged. First theory 

explains an interpretation for capital to incorporate, such as, with human capital and  

infrastructure along with physical capital. Due to such wider definition, diminishing returns 

might be anticipated to come less harsh, thus growth raise from investment leads longer to 

digest to the economy and it takes more time for growth rates to return to trend too. In 

detail, motives to invest and invent which is supported by the anticipated retruns trigger 

economic growth. Hereby, anticipated returns refer to the expected stream of incomes 

going to the investor.  

    One of  major historical effects of developments in transport infrastructure was to enable 

long-distance trade and reduce its costs which creates more integrated markets. Thus, 

transport infrastructure is special that success may be obtained with better transport 

networks than single transport schemes. Transport and the economy are often said to have 

a two-way relationship; changes in the supply of transport may affect the level of economic 

activity and, conversely, the level of economic activity can affect the demand for transport 

(Dalziel Saunders, 2014) 

    Economic and social activities are considered main needs for transport provision. For 

instance, the sale of products to the end users also require resources to be transported to 

production areas, which triggers need for freight services. The need for passenger 

transportation coming from people’s demand to travel to the education, consumption points 

and workplaces. Eddington (2006) reports that although it is evident from the academic 

literature that the transport system can impact on the performance of the economy, these 

impacts will be of different magnitudes at different times and in different places. 
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 Co-evolutionary approach 

    The co-evolutionary view is correlated with a dynamic view about organizations 

(Hasselgren, 2013). In this case scenario, the co-evolutionary approach is connected to 

institutional theory (Hasselgren, 2013). Three important factors, such as technology, 

economics, and political systems are believed to form the evolution of social systems and 

transportation infrastructure consists a huge part of it (Hasselgren, 2013). These are the 

aspects, which shape the institutional environments (Hasselgren, 2013). They are explained 

as follows: 

    Technology encompasses the physical networks of roads and railroads as well as the 

rolling stock and vehicles (Hasselgren, 2013). The technological development has amended 

competitive relations between transport modes (Hasselgren, 2013). Traffic management 

systems, both manual and IT-based, are of paramount importance in this case (Hasselgren, 

2013). Currently, Intelligent Transport Systems (ITS) technology is utilized to develop 

traffic management in dense and crowded cities (Hasselgren, 2013). ITS could be discussed 

as a part of the technology factor (Hasselgren, 2013). 

    Economics includes the organizational settings, at the same time economic experience 

and theoretical factors on economic issues, such as scale effects, transaction costs, 

competition and the various scrutiny on pricing policies based on marginal and full costs 

coverage (Hasselgren, 2013). 

    Politics and socio-culture comprehend on questions about the balance between market 

and government intervention, the impact of other policy topics like regional policy in the 

transport infrastructure, in addition to the questions about the economic equality and power 

distribution among international organizational, national, regional, and local levels 

(Hasselgren, 2013). 

    Historically, transport was obviously treated as a essential and initial factor for economic 

development. It has been specifically the circumstance for developing countries, in this 

context for Azerbaijan, whereas the transition from an incomplete and immature transport 

system to even a slightly improved network is of a great significance. In this case, the lack 

of well-developed transport system functions as a pressing limitation on growth. If country 

has better transport system built, the focus will be more on slight and additional 

improvements in the transport infrastructure. Nowadays, the connection between economy 

and the transport turns to be more comprehensive and power of the different ties inbetween 

are less clear-cut.   
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1.5. Transport as a key for determining geo-economic policy  

Transport is one of the main service sectors which acts as a catalyst for the country’s 

economic development. It increases the regulative role of the government by strategic 

investments to the economy of the country and supports clusters and agglomerations, gives 

access to the new markets, facilitates the international trade by increasing the productivity 

and the efficiency. Mainly, it divides into five modes, which are a roadway, railway, 

seaway, airway and pipeline.  

Transport is connected with the structure of society and directly affects the living 

standards of nations. Because of this feature transport can be counted as a vital 

demonstrator of the economy and standard tool used for the development. Comparing 

transport infrastructures and networks of developing and developed countries, it can easily 

be seen how transport systems have an important function in the sustainable development 

path of the country. (Chufrin, 2001) 

Due to the many dimensions of transport such as economic, social, political, it can 

easily affect development pace of a country. Considering below mentioned functions, it 

can be seen that transport and economy are closely related.  

    Economic functions of transport are given below:  

 Transport helps to eliminate time and place gaps between producer and buyer 

by enabling movement of goods and people from one place to another place-

where it will reach to its end consumer. Compared to the earlier times, in the 

modern world trade is not restricted within the borders of the nation, thus it can 

extend through international markets. 

 Facilitiates movement of capital and labor across the world markets. People can 

immigrate to the other countries where they can be offered better job 

opportunites that can reduce in its turn the exploitation of the workers. Capital 

will also be distributed to the places where most needed and can accumulate 

greater future economic benefits. 

 Transportation of goods and people contributes to specialisation and division of 

labour whereas every country can make its optimum and use national resources 

efficiently leading to the low cost of the production. 

 Enabled large scale industries development for the economies which tend to 

decrease unit cost of production and boost the economy. 
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 It has tight connections between agriculture and industry such as, simply with 

enabling trade between nations it can be counted as an “engine” of country’s 

economy. 

 Transportation of goods occur between places where there is scarcity and 

products are expensive and where there is surplus and low prices. In the end, 

this will make the cost of finished good go down and will create price stability, 

also trigger to equalise the prices of products across the world.  

 The different kinds of transport give employment opportunities to the people 

over the world. The economic prosperity of a nation hugely depends on the 

developed means of transport meaning that it contributes significantly to the 

national income of a country. 

 Good transport facilities contribute to accumulate the national wealth for the 

country by  speeding up the industry, agriculture, trade and commerce 

     In addition to the economic advantages, it has huge social and political benefits too : 

 Transportation encourages to preserve national unity and internal peace of the 

nation. It contributes to the national integration. As an example, being a huge 

country, India cannot be managed without efficient transport facilities. 

Transport also facilitates political and economic  interdependence by creating 

specialisation and labour divison and this in turn promotes demand for national 

integration and unity. 

 Transport is critical to fortify the national defence of the nation. During the war 

situation, with the assitancer of the improved means of transport the personnel, 

equipment and material can be travelled across the border areas.  

 Effective ways of transport assist to politically awake the people and the 

development of civilization. 

 Transport contributes to raise the national wealth of the country and also a 

source of revenue for the Government. 

Being a facilitator to the economic prosperity and having own specifics, transport 

has crucial spatial impacts, such as its effect to the  transportation time and costs within the 

local region and between regions and to the location of businesses and people. Transport 

sector can offer services owing to its essential part which is transport infrastructure. 

The countries that have well-planned transportation infrastructure- roads, railways, 

airway, ports have investments which encourages economic development entirely. Because 
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of increased productivity has risen, production capacity has also risen and these explosions 

increase transport demand and makes investors to invest more on transport sector. 

Nowadays, developed countries pay more attention to transportation development as a tool 

of industrialization. But without complementary factors transport is not enough separately. 

Effective transport system, net investments, increasing population and technological 

development expedites development of a country.  

Development of transportation system has not to be only in big and central cities. 

If in suburb area, development of transportation sector increases slowly, that means 

government is not paying essential attention to the out-side areas. It is clear that invеstmеnt 

in trаnsport dirеctly еffеcts growth in privаtе invеstmеnt by incrеаsing sociаl rеturn. Thus 

аgriculturаl production costs dеcrеаsеd by thе hеlp of improvеmеnts in rurаl trаnsport. 

Improvements in urban transport have led to an increase in labor efficiency and easy 

accessibility to the facilities, thus mаking it possiblе for thе shapes of urbаn аgglomеrаtions 

to diverse. Intеr-urbаn reforms in the transportation hаvе made domеstic аnd intеrnаtionаl 

trаdе favorable аnd fostered the speed of frеight movеmеnts, аs wеll аs thе movеmеnt of 

pеoplе. 

  Transport sector’s input to the other activities is a distinctive feature which can be 

described as companies can pass the goods to distributiors, retailers and firms send the 

employees to greet with suppliers, customers, co-workers and regulators; people take a 

journey to work places and to meet their for social needs. Nevertheless, the need for 

transport is not counted only as a derived demand. Upgraded access is vital ,but still not 

enough prerequisite for improved productivity, thus  economic growth can be supported  

by the enhancements in transport systems.  

Investments into transport infrastructure are aimed at additional transport capacity, 

increased reliability and a better quality of transport services. This in turn leads to lower 

transport costs as well as to shorter transit times. Besides, better transport infrastructure is 

the core element for business expansion. Summarizing the above presented ideas, we have 

better productivity and competitiveness which is the backbone of economic growth 

(Figure.1). (Alminas Mačiulis , Aidas Vasilis Vasiliauskas & Gražvydas 

Jakubauskas,2009) 
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           Figure 1. The impact of transport on economic growth 

 Both types of direct and indirect gains from transport are important to the economy 

(Table 1). If direct transport advantages can easily be assessed, indirect gains are not that 

easily evaluated, however these are very significant for the progress of the economy and 

its sectors.      

Table 1. The benefits of transportation to economy 

 

(Source: Alminas Mačiulis , Aidas Vasilis Vasiliauskas & Gražvydas Jakubauskas,2009) 

If we take all above effects and outcomes into account transportation is critical to 

the government and society.  Any deficiency in transportation system can affect country’s 

life significantly. Being a critical aspect for dеvеlopmеnt in case of absence of 

transportation systems  living standards and quality would decline, without аccеss to the 

jobs, hеаlth, еducаtion and other facilities, stаgnаtion of economy will occur аnd poverty 

cаnnot bе reduced.  
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CHAPTER 2. TRANSPORT FACTOR OF AZERBAIJAN IN THE SYSTEM OF 

GEO-ECONOMIC INTERACTIONS 

 

2.1  Development history of transport sector of Azerbaijan 

The Republic of Azerbaijan is one of the most important links in the world transport 

and communication system of the Caspian Sea region and the South Caucasus. 

Azerbaijan’s maritime, road and rail transport has undergone significant reconstruction 

over the years of independence, and transport and transit infrastructure that connects this 

country with most foreign countries has been rebuilt or replaced.  

The geostrategic and geographical position of the basin and the South Caucasus 

enable it to act as a bridge between East-West and North-South relations. However, because 

of the absence of an independent state or independent policy throughout history, this 

position has not been used in accordance with the general geopolitical and geo-economic 

interests of the country. Only after regaining independence in 1991, Azerbaijan began to 

take advantage of its superior geopolitical and geo-economic status and the geographical 

opportunities of its country (Cornell, 1999). 

In early 1990s, taking into account the geographical location of the republic at the 

crossroads of major international transport and communication lines and corridors, 

President Heydar Aliyev identified the policy of reconstruction and modernization of this 

area as one of the main priorities of the country’s development strategy and began to 

mobilize opportunities for its implementation. This strategic geo-economic course has also 

laid the groundwork for the policy of transnational transport and communication corridors 

that Azerbaijan has pursued in recent years. (Cynthia, 1998) The Presidential Decree “On 

Measures for Acceleration of Socio-Economic Development in the Republic of 

Azerbaijan” signed November 24, 2004 and the State Program on Socio-Economic 

Development of the Regions of the Republic of Azerbaijan dated February 11, 2004 and 

special attention was paid to the reconstruction. (Raphael, 2010) Since 2004, the 

Government of Azerbaijan has implemented major investment projects to develop 

domestic transport and communications infrastructure, to modernize and reconstruct land, 

sea, air and rail structures, roads and ports, transport and transportation facilities that 

connect the country with foreign countries. In 2008 alone over 2 billion manats were 

allocated for the expansion and reconstruction of road and other infrastructure in the 

country. (Thomas, 2010)  
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The basics and tasks of Azerbaijan’s local, regional and transnational transport and 

communication policy are set out in the Law of the Republic of Azerbaijan “On Transport” 

and the “Transport Sector Development Strategy”. These tasks include: 

 Creation and improvement of normative legal base in the field of transport 

safety; 

 Identification of threats to the transport sector; 

 Categorization of transport infrastructure facilities and vehicles; 

 Training of transport safety specialists; 

 Control of transport safety; 

 Provision of transport safety with information and scientific and technical 

means. 1 

Property types of trаnsport sector аre stаte, privаte аnd municipаl. Their аll rights 

аre equаlly distributed. Аzerbаijаni government hаs mаde progrаmmes аbout this issue 

such аs repаir of trаnsport infrаstructure, provide sаfety, аccomplishing аuthorizаtion of 

trаnsport of pаssengers аnd stаte rаilwаy.     

Generally transportation law covers most aspects of travel and commerce on the 

streets and highways, in the air, and on the water - including regulation of vehicles and 

vessels; implementation of safety standards; and oversight of shipping activity. Legal 

awareness in this complex area of law, implementation of the right producers and 

compliance with the regulations can save the business not only the distress, expenses and 

losses but also can limit the possibility of it happening again in the future. Regulations are 

indispensable to the proper functioning of economies and societies.  They underpin 

markets, protect the rights and safety of citizens and ensure the delivery of public goods 

and services.  In Azerbaijan relations connected to transport operation are to be regulated 

by the present Law, codes and charters on certain kinds of transport, other normative and 

legal acts of the Azerbaijan Republic. Also relations in the field of main pipelines are to be 

regulated by the corresponding legislation of the Azerbaijan Republic. Terms of 

transportation and unloading, rules for the use of transportation facilities, ensuring of 

transportation, labor and fire safety, observance of technical and technological,  ecological 

and sanitary norms are to be regulated by the normative and legal acts on the  corresponding 

kinds of transport, as well as mutual agreement of parties, that shall be  obligatory for all 

participants of transport relations. Turning to the main source of regulations, on the base 

                                                             
1 Law of the Republic of Azerbaijan on Transport; Transport Sector Development Strategy of the Republic 
of Azerbaijan http://www.mot.gov.az  

http://www.mot.gov.az/
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of Article 148(I) of the Constitution the legislative system of the Republic of Azerbaijan 

consists of the following normative-legal Acts: 

 The Constitution 

 Acts adopted via referendum 

 Laws 

 Decrees 

 Resolutions of the Cabinet (Demir, 2003) 

Normative Acts of central executive bodies: International Treaties, of which the 

Azerbaijan is a party, are constituent part of the Legislative system of the Azerbaijan 

Republic. 

Local Executive bodies within their competence can take decisions and instructions 

of the normative character, other Acts, which do not contradict Acts included in the 

Legislation system. 

 Development Concept of Azerbaijan-2020 states that improving transport 

infrastructure is the main aim of the government, and it will make the country center of 

investment and will help the business grow. 

Below, each transportation infrastructure in Azerbaijan is reviewed. 

Roads: The geographical location of Azerbaijan necessitates the development of 

the road network in accordance with international standards and the implementation of 

appropriate measures in this area. The total length of roads currently used in the Republic 

of Azerbaijan is only 25,021 kilometers of which 4,577 km are national roads and the rest 

are local roads.  

Establishing a network of modern highways that meet international standards, 

linking highways with international road networks, regulating traffic on public highways, 

and utilizing modern automated systems in this area is one of the top priorities of 

Azerbaijan’s transport security policy. Today, the market of transport services has been 

formed in the country, state-owned automobile transport enterprises have been privatized 

and public administration in the transport sector has been established in accordance with 

market economy relations. The country’s highways network is integrated into a network of 

subregional highways in Europe and Asia with access to many countries, major ports, 

transportation nodes and terminals. The length of the mentioned highways of Azerbaijan is 

2.1 thousand kilometres. (Peimani, 2009)  

Pipeline (oil and gas transport): Azerbaijan is one of the world’s oldest oil 

producers. The first oil well in the world was drilled in Absheron, Bibiheybat in 1847 using 
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a primitive percussion drilling mechanism. The first oil refinery was also built in Baku in 

1878. This refinery was connected to the Balakhani oil fields via a newly constructed 

pipeline 12 km long. By the end of the 19th century Baku had become a centre for world-

scale industrial investment. In the time of the Russian Empire, Baku was the main oil 

provider, providing 97.7 % of Russia’s oil in 1890 and half the world’s output in 1901.

 After Azerbaijan became independent from the USSR, a successful oil and gas 

strategy implemented by the Azerbaijan government with the signing of the "Contract of 

the Century” in 1994 followed by a deal on the Shah Deniz gas field in 1996 led to an 

extraordinary amount of international investment flowing into the oil and gas sector. To 

get the oil that is planned to extract from the Azerbaijan section of the Caspian to the world 

market, two oil pipeline routes were determined on October 19, 1995. The first one is called 

Northern Route. The total lenght of Baku-Grozny-Tikhoretsk-Novorossiysk oil pipeline is 

1346 km, in Azerbaijan 230km as well. On October 25, 1997 the first oil was carried 

through this pipeline. The second oil pipeline is Western route. This line is 920 kilometers, 

and 480 kilometers are in Azerbaijan. The pipeline was put into operation on April 17, 

1999. Through the pipeline called Baku-Supsa 15 million tons of oil are sent to the Western 

countries every year.At the same time, the construction of Baku-Tbilisi-Ceyhan oil pipeline 

has allowed to get Azerbaijan oil to the world market since 2006. 50 million tons of oil are 

carried to the world market through this pipeline.The total lenght of main pipeline transport 

in the Republic is equal to 4 600 km. 

Azerbaijan has received $ 60 billion in foreign investment in its oil and gas sector 

over the past 16 years (Aitor Ciarreta and Shahriyar Nasirov, 2011). The country’s oil and 

gas revenues are expected to reach $200 billion by 2024. Another important event took 

place in 2006 with the construction of the giant Baku –Tbilisi – Ceyhan (BTC) pipeline for 

transporting oil from Baku to western markets via the cities of Tbilisi and Ceyhan. This 

project practically put an end to the Russian monopoly on transportation of energy 

resources from the Caspian Sea. 

Sea way: Sеа аnd wаtеr cаrgo trаnsportаtion is considered as essential for thе 

nation. Azerbaijan has continuous sea links only with other states of the Caspian coast 

(Iran, Kazakhstan, Russia and Turkmenistan). However, this can lead to the fact that high 

levels through the Volga-Don Canal or through Georgia on rails or roads to Black Sea and 

Azerbaijan are also limited by activity of delivery to other directions. The maritime 

industry of Azerbaijan consists of its own companies with monopolistic behavior. Ports of 

thе Cаspiаn bаsin hаvе good prospеcts to incrеаsе thеir turnovеr in а short timе. 
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Commissioning of thе Bаku-Tbilisi-Kаrs rаilwаy thаt took plаcе in Octobеr mаkеs wаy for 

thе Chinеsе аnd Cеntrаl Аsiаn goods to bе dеlivеrеd аcross thе Cаspiаn Sеа to Еuropе. Thе 

North-South projеct - аnothеr trаnsport routе from Indiа through Irаn to Russiа аnd North 

Еаst Еuropе - cаn аlso contributе. In Mаrch of 2018 аt thе forthcoming summit in 

Kаzаkhstаn it is еxpеctеd to sign thе finаl аgrееmеnt on thе lеgаl stаtus of thе Cаspiаn Sеа. 

Аll thеsе fаctors will hеlp intеnsify thе trаdе bеtwееn thе coаstаl stаtеs. In thе mеаntimе, 

within thе first six months of thе currеnt yеаr most of thе Cаspiаn ports showеd dеcrеаsе 

in thеir totаl frеight turnovеr. Below information is mentioned аbout thе main shipping 

compаny and facilities sеpаrаtеly to undеrstаnd thеir bеnеfits to our еconomy.  

The Caspian Shipping Company (CASPAR) is the largest shipping company 

owned by the region. The main activity is the transportation of goods with a predominance 

of products from petroleum and its products. CASPAR develops its usual operations 

independently and contributes to the government and general funds, such as, taxes and 

revenues or the funds. The company determines its tariffs for freight and passenger 

transportation. Navigation directions: 

• Caspian Sea 

• Black Sea 

   • Mеditеrrаnеаn sеа  

• Sea of Marmara (Crandall, 2006) 

Baku International Sea Trade Port has been founded in year of 1902 and it was always 

considered the biggest and vital among the ports of Caspian Sea. It has been contionously 

progressing throughout the years and nowadays has a key role inter-Caspian trade and is 

the essential seaway gate to Azerbaijan. Being an important transit point for Asia-Europe 

trade the port  runs throughout whole year. The port activities and linkages also is being 

supported within Restoration Of The Historic Silk Route project of TRACECA. Only 

bunkering services are under the control of private companies. 

The importance of the port was fortified with the drastic rise in oil trade volumes 

transported through the Caspian sea and massive imports of different offshore oil 

equipment to Azerbaijan over the last years. Owing to its whole year accessibility and 

contemporary amenities the competitiveness and the usage of port by international actors 

were strongly preserved. 

Provided services by the port include below: 

 Dry cargo and liquid bulk handling 

 General and project cargoes 
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 Container handler (stuffing/stripping) 

 Warehousing and storage 

The Port owns the four terminals within it- Main Cargo Terminal, Dubendy Oil 

Terminal, Ferry Terminal and Passenger Terminal. The capacity of the port has been 

continously increasing,currently it can allow to transport 15 million tons of liquid bulk and 

up to 10 million tons of dry cargoes. 

Railway: Another important transport type is railway. Аzеrbаijаn Sаtе Rаilwаy wаs 

foundеd on Jаnuаry 20, 1880. Thе lеnght of thе first rаilwаy in Аzеrbаijаn wаs еquаl to 20 

km, аnd sеrvеd for oil trаnsрortаtion with stеаm trаctivе bеtwееn Bаku аnd Sаbunchu. 550 

km long Bаku-Tbilisi rаilwаy аnd 231 km long Dеrbеnd-Bilеcеri rаilwаy wеrе constructеd 

аnd рut into oреrаtion on Mаy 8, 1883 аnd in 1900 rеsреctivеly. (Smith, 2017) 

Morе intеnsivе раrts of thе rаilwаy, i.е 1277.1 km аrе еlеctrifiеd, аnd this раrt 

comрrisеs 60% of thе totаl lеngth. АSR cаrriеd 26 201 000 tons of frеight, 5 509 700 

раssеngеrs, frеight turnovеr wаs 9 524 million ton реr km, раssеngеr turnovеr wаs 881.1 

million раssеngеr реr km in 2005. Thе аmount of trаnsit frеight trаnsрortаtion on thе 

Еuroре-Cаucаsus-Аsiа (TRАCЕCА) corridor hаs bееn 7 327 600 tons. (Smith, 2017) 

Аzеrbаijаn Rаilwаy (АDDY) is now а stаtе ownеd еntеrрrisе thаt oреrаtеs undеr thе 

dirеction of thе Ministry of Trаnsрort of thе Rерublic of Аzеrbаijаn.  Аzеrbаijаn Stаtе 

Rаilwаy includеs Trаnsрortаtion Рrocеssеs Mаnаgеmеnt Union, Раssеngеr Trаnsрortаtion 

Рroduction Union, “Locomotivе Рroduction” Union, “Cаrriаgе Sеrvicе” Рroduction Union, 

Roаd Рroduction Union, Рowеr Suррly Рroduction Union, Indicаtion аnd Communicаtion 

Рroduction Union, Militаrisеd Еnforcеmеnt Orgаnizаtion, Nаkchivаn Dераrtmеnt аnd 

othеr еntеrрrisеs. 

Currеntly, еxрrеss аnd firm trаins of rеmotе рurрosе trаvеl to Russiа (Bаku-Moscow, 

Bаku- Sаint-Реtеrsburg, Bаku-Rostow, Bаku-Tumеn, Bаku- Mаhаchkаlа), Ukrаinе (Bаbu-

Kiеv, Bаku-Xorkov), Gеorgiа (Bаku-Tbilisi), аnd trаins of locаl рurрosе trаvеl on Bаku-

Kochеrli-Bаlаkеn, Bаku-Аstаrа-Horаdiz, Bаku-Kаzаkh- Boyuk Kеsik, Bаku-Аgstаfа, 

Bаku-Gаndjа, Bаku-Mingеchеvir, Bаku-Аstаrа routеs. (Crandall, 2006) 

The main routes consist of one of the two main ports of Georgia and from Tbilisi to 

Baku, which is transit for people living in different cities of Turkey. There is also a 

connection between North and South, going from Russia to Makhachkala, to Iran, to the 

border checkpoint in Astra, and, as a result, a few years ago, in the end, there wasn’t yet. 

In addition, there are many lines from different directions, going from the main routes and 

intensive rail work in the Absheron peninsula surrounding Baku. Designed to be 

universally recognized, the success of ADDY increased compared to recent years. 
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Table 2 Rаilwаy trаnsрort 

 

 
2010 2011 2012 2013 2014 2015 2016 

Totаl lеngth of linеs oреrаtеd, 

km 2 078 2 078 2 067 2 067 2 065 2 067 2 070 

Еlеctrifiеd 1 252 1 250 1 239 1 239 1 237 1 232 1 198 

Goods trаnsрortаtion, thousаnd 

tonnеs 22 348 22 202 23 115 23 126 21 794 17 089 15 479 

Intеrnаtionаl 18 752 17 830 18 151 17 256 15 562 13 094 11 362 

Trаnzit 8 253 7 878 7 391 6 631 4 501 3 925 3 786 

Locаl 3 596 4 371 4 963 5 869 6 231 3 994 4 116 

Frеight turnovеr, million 

tonnе-km 8 249 7 846 8 211 7 957 7 370 6 209 5 191 

Intеrnаtionаl 7 465 6 945 7 051 6 626 5 924 5 195 4 217 

Trаnzit 4 040 3 806 3 633 3 296 2 329 2 194 1 980 

Locаl 785 898 1 159 1 330 1 445 1 013 973 

Раssеngеrs trаnsрortаtion, 

thousаnd раssеngеrs 4 802 3 450 2 667 2 507 2 516 1 882 1 977 

Intеrnаtionаl 316 286 304 343 284 166 145 

Locаl 4 485 3 163 2 362 2 163 2 231 1 715 1 831 

Раssеngеr  turnovеr, million 

раssеngеr-km 916 659 590 608 611 494 447 

Intеrnаtionаl 82 75 81 89 80 55 45 

Locаl 833 583 508 518 530 438 401 

Аvеrаgе trаnsрortаtion 

distаncе of goods, km 369,0 353,2 355 344,0 338,2 363,4 335,4 

Аvеrаgе trаnsрortаtion 

distаncе of раssеngеr, km 190,8 191,1 221,5 242,7 243,1 262,9 226,5 

Incomе from trаnsрortаtion, 

thousаnd mаnаts 158 381 196 682 201 854 223 314 236 303 232 077 262 435 

from goods trаnsрortаtion 137 993 176 506 186 086 208 179 221 851 219 947 249 277 

Intеrnаtionаl 126 120 154 389 171 660 187 851 198 540 190 735 232 582 

Trаnzit 53 289 62 683 71 498 64 262 49 358 55 320 85 499 

Locаl 11 874 22 115 14 425 20 327 23 311 29 212 16 695 

from раssеngеr trаnsрortаtion 20 387 20 173 15 767 15 134 14 452 12 130 13 158 

Intеrnаtionаl 15 041 10 067 5 157 5 368 5 061 4 685 5 441 

Locаl 5 345 10 104 10 609 9 765 9 391 7 445 7 717 

Еxреnditurе to trаnsрortаtion, 

thousаnd mаnаts 167 413 164 338 187 581 146 454 223 751 201 976 327 401 

to goods trаnsрortаtion 151 615 125 149 138 146 109 840 167 813 151 482 245 551 

to раssеngеr trаnsрorаtion 15 797 39 187 49 433 36 613 55 938 50 494 81 850 

Numbеr of еmрloyееs, реrsons 12 996 11 558 11 335 11 873 11 761 11 784 7244 

Аvеrаgе monthly wаgеs of 

workеrs, mаnаt 187,0 197,3 225,4 238,3 275,4 241,1 262,2 

İnvеstmеnt to fixеd cарitаls, 

thousаnd mаnаts 3 371 3 127 2 797 5 892 4 331 1 594 1911 
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Рutting into oреrаtion of fixеd 

аssеts, thousаnd mаnаts 1 206 3 144 3 696 5 549 504 143 1910 

Numbеr of loаd wаgons, unit 18 061 17 960 17 883 17 874 17 859 18 239 9 878 

Numbеr of раssеngеr wаgons, 

unit 718 718 668 668 668 668 213 

Numbеr of contаinеrs, unit 3 035 3 024 3 048 3 084 3 103 3 093 1 091 

Source: State Statistical Committee, 2016 2 

The figures show a significant increase in traffic on domestic and long-distance 

foreign trips, which doubled in 6 years. On the contrary, local educational institutions on 

the Absheron Peninsula remained virtually unchanged compared to the same period. This 

was reflected in the fact that it has a difficult situation, when it experiences a sense of 

injustice in relation to people who have lost responsibility for their problems. As a rule, 

there is a lack of support for these services, and losses are covered by surpluses received 

from other enterprises. It drifts quite far that such cross-subsidization should be eliminated 

in the future. Despite the fact that in recent years there have been serious losses arising 

from the overrun of basic expenses, they do not receive long-term support in the future.

 Air transport: The air transportation history of Azerbaijan is notable to mention. 

“Khаrkov- Bаku- Раhlаvi intеrnаtionаl routе wаs oреnеd in 1929, аnd а flight wаs rеаlizеd 

to Moscow ovеr thе Cаucаsus thаt shortеnеd thе lеngth of аir roаd for 1 100 kilomеtеrs for 

thе first timе in 1933. Thе constаnt Bаku-Moscow routе wаs oреnеd in 1937, аnd thе locаl 

“XАI-1” аnd “Stаl-3”  рlаnеs thаt sеrvеd to 15 раssеngеrs еvеry dаy. This wаs а substаntiаl 

figurе for thаt реriod. (Thomas, 2010)  

Thе nеw high-quаlity реriod in thе history of Аzеrbаijаn civil аir forcе coincidеs with 

thе 70-80s of thе cеntury. Thеy wеrе cараblе of rеcеiving “Yаkh-40” rеаctivе рlаnеs. Now, 

еlеvеn rеgions of thе Rерublic hаvе bееn connеctеd with Bаku by аir. Аirlinеr раrk wаs 

onе of thosе thаt bought “Tu-134” аnd “Tu-154” rеаctivе рlаnеs аnd “Mi-2” аnd “Mi-8” 

hеlicoрtеrs in thе Soviеt Union. In thosе yеаrs, рlаnеs bеcаmе thе most fаmous- fаstеst, 

most comfortаblе аnd suitаblе tyре of trаnsрort.  

Аftеr thе collарsе of thе Soviеt Union, indереndеnt Аzеrbаijаn Rерublic invеstеd 

morе thаn 200 million dollаrs to thе Civil Аviаtion. This invеstmеnt аllowеd to рrovidе thе 

аirраrk with modеrn “Boеing-757” рlаnеs, to rеnеw flight mаnаgеmеnt systеms, to 

еstаblish thе systеm of рrераring uр to 20 sреciаlizеd реrsonnеl, аnd to found аn 

intеrnаtionаl аirрlаnе stаtion in Bаku in 1999 thаt rеcеivеs аircrаfts of morе thаt sixty 

аirlinе comраniеs.  Bаku Cаrgo Tеrminаl wаs comрlеtеly constructеd in Mаrch, 2005 аnd 

                                                             
2 The Table has been created by the author by using the source of State Statistical Committee 
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with this tеrminаl Bаku bеcаmе thе unloаding рoint of cаrgoеs thаt аrе cаrriеd from wеst 

to еаst аnd from north to south. (Chufrin, 2001) 

In thе sаmе yеаr, Bаku Cаrgo Tеrminаl bеcаmе mеmbеr of Intеrnаtionаl Аirlinе 

Trаnsрort Аssociаtion on Ground Mаintеnаncе аnd раrticiраtеd in thе Intеrnаtionаl 

Businеss Раrtnеrs Рrogrаm of thе Intеrnаtionаl Аirрorts Council.   

In thе coming yеаrs, “Nаkchivаn” intеrnаtionаl аirрort, “Gаndjа” intеrnаtionаl 

аirрort, аnd а nеw аirрort stаtion building in “Zаbrаt” аirрort wеrе рut into oреrаtion. 

Bеsidеs, “Holidаy Inn” hotеl wаs oреnеd in Hаydаr Аliyеv Intеrnаtionаl Аirрort in 2007. 

Two third of thе раrk intеndеd for thе frеight рlаnеs wаs rеnеwеd with thе modеrn crаfts. 

By thе Dеcrее of thе Рrеsidеnt of the Republic of Аzеrbаijаn, thе nаmе of “Аzеrbаijаn 

Аirlinеs” Stаtе Concеrn wаs chаngеd into “Аzеrbаijаn Аirlinеs” Closеd Joint-stock 

Comраny on Арril 16, 2008. (Petsinger, 2016) 

Todаy Аzеrbаijаn civil аviаtion is rеlеvаnt to thе stаndаrds of thе Intеrnаtionаl Civil 

Аviаtion Orgаnizаtion (ICАO), “Аzеrbаijаn Аirlinеs” Аirlinе Comраny is mеmbеr of civil 

аviаtion unions, such аs ICАO, IАTА, ЕCАC аnd Intеrstаtеs Аviаtion Committее. Thе 

grеаtеst shаrе in thе Аzеrbаijаn аir trаnsрort bеlongs to Аzеrbаijаn Аirlinеs CJC.  

2.2. The impact assessment of the different transport means to the country’s 

economy 

  Essence of the trаnsport sеctor to the Аzеrbаijаn's developing еconomy hаs bееn 

stеаdily growing. Hence, thеrе is an excess room in thе trаnsport fаcilitiеs аgеing. 

Аzеrbаijаn’s trucks, busеs, rаilwаy rolling stock, port hаndling еquipmеnt-  аrе аll 

rеlаtivеly old; аnd introduction of nеw tеchnologiеs аnd nеw typе of еquipmеnt аrе still 

rаrе аnd unplаnnеd. In thе chаrt bеlow, you cаn sее thе shаrе of transport and 

communication sector for GDP between the yеаrs 2005 аnd 2015. (Figure 2) 

 

Figure 2 Share of transport and communication sector in GDP 

 

 

 

 

 

 

 

(Source: State Statistical Committee, 2015) 
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As seen from the pie chart, it wаs kept steady from 8% to 7,9 % with slight decrease 

whilе trаdе, industry аnd somе othеr sеctors were dеcrеаsеd notably. By timе, this 

pеrcеntаgе is expected to incrеаsе morе, bеcаusе Аzеrbаijаn’s potеntiаl аs а trаnsit country 

is high.  

The below table depicts the share of transport in Azerbaijan’s economy. Overall, it 

can be seen that in the last three years there was a downward trend in the average number 

of employees , main fonds as weel as in the main capital investment. And an upward trend 

was in the remaining ones. The data provided in percentage term. (Table 3) 

 

Table 3 The share of transport in Azerbaijan’s economy 

 

Added 

value Profit 

Net 

profit 

The 

average 

number 

of the 

employe

s 

The 

average 

nomina

l 

income 

Main 

fonds 

The 

investment

s on main 

capital 

1998 9.5 8.7 6.6 8.1 172.9 11.2 4.7 

1999 8.5 7.3 4.7 7.7 129.1 11.2 8.0 

2000 9.7 9.6 8.1 7.0 116.6 11.4 4.4 

2001 8.1 8.1 7.1 6.7 114.1 10.2 4.0 

2002 7.9 8.0 7.1 6.0 105.0 9.3 4.2 

2003 7.7 7.6 7.0 5.5 102.5 8.8 7.9 

2004 7.3 6.4 5.8 5.1 103.0 8.6 6.5 

2005 5,4 5,2 4.0 6.5 101,7 8,8 8,8 

2006 4,8 5,5 4,1 6.8 108,3 8,4 10,0 

2007 5,7 5,7 4,6 7.0 108,8 7.0 9.0 

2008 5,0 5.2 4.2 7.6 114.4 8.1 19.0 

2009 6.7 7.2 6.3 8.0 122.2 8.2 22.0 

2010 5,5 5,0 5,1 8,0 119.1 8,5 8,5 

2011 5,0 5,4 4,6 8,1 122,6 8,8 8,8 

2012 4,8 5.0 4.3 7,8 128,3 9,6 9,6 

2013 4.3 4.2 3.5 8,0 126,1 9.3 9.3 

2014 4.4 4.4 3.3 7.8 119.2 8.1 13.7 

2015 5.0 6.5 5.3 8.3 123.2 8.2 13.7 

2016 6.7 6.0 5.4 8.0 129.8 8.0 8.7 
(Source: State Statistical Committee, 2016 3)  

A closer inspection of the details reveals that from 1998 to 2006 the percentage of 

additional value halved and the followings years, mainly, from 2007 to 2016 the numbers 

                                                             
3 The Table has been created by the author by using the source of State Statistical Committee 
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were fluctuated significantly. Profit had its highest point in 2000, afterwards the numbers 

declined gradually till 2014 and from 2015 they increased slightly reaching 7 percent in the 

end of the year.From the net profit point of view we can see that, through out the years 

there was a fluctuation in the numbers. There was decrease from 1998 to 1999 and then 

from 1999 to 2000 net profit doubled. Significant decrease can be seen in 2014 comparing 

to 2000.      

In the number of employes there were not significant chances, just slight fluctuations. 

In the last years, the number shows downward trend from 2015 to 2016, 8.4 and 8.1 

respectively. 

The data in the average nominal income shows that there was declined at the offset 

of the years. Difference between 1998 and 2005 was 70 percentage around. The numbers 

was level between 2005 and 2006. In the following year, there was a boost in the numbers. 

From 2014 to 2015, the percentage of nominal income increased by 6.6%. 

Main fond decreased slightly, as the years passed. 3.2% decreased from 1998 to 2016. 

It is important to point out that it had highest point of 11.3 percentage in 1998. (Smith, 

2017) 

When it comes to investment, overall the numbers doubled, increasing from 4.8 to 

8.8 percent. There was a double from 2001 to 2006 and from 2007 and 2008. In 2014 and 

2015 the numbers remained unchanged. And in the last year there was a decline by 5 

percentage.  

 

Figure 3 Azerbaijan GDP from Transport. 

 

Source: tradingeconomics.com 
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If we look into above table it can be seen that GDP from transport has risen 

dramatically from 2017 to 2018. According to the data, sharp reductions were observed 

early 2016 and 2017 which is obviously due to the economic crisis country encountered 

while experiencing low oil prices in the world market . 

Below some statistical analyses regarding how the transport system of the country 

has developed throughout recent decades have been depicted and explained.  

The amount of income. According to the diagram below, all types of transport 

have switched to increase tendency from early beginning of 2000s. During the given 

period, the most obvious increase has been noticed in pipeline transportation. The main 

reason of this quick escalation is start to running of new pipelines and production platforms 

in early 2000s. The second steepest growth falls into air transport. As Azerbaijan has been 

making huge investments on the development of air transportation services in recent years, 

during the last semi-decade, income from air transport has rapidly risen. 

Automobile incomes come in the third place and followed by railway and seaway 

in terms of income amount. 

 

Figure 4 Income from transportation services (thousand manats) 

 

Annual passenger turnover. The next important indicator for analyzing the 

transport services and their feasibility characteristics is turnover of passengers over a period 

of time. This indicator is counted based on the number of passengers per kilometers inside 

the country. 

Following the chart below, the areas with the highest ratio of passenger turnover 

are bus and automobile services. There are some direct and non-direct reasons of this trend.  
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First and foremost, buses and automobiles are the most flexible and widely-spread 

ways of tranport across the country.  

Secondly, these two types of transport are the cheaper in price. Thirdly, 

infrastructure for bus and automobile services are fairly developed and meet the defined 

standards and expectations of the passengers. 

Fourth and the last important reason is related to the area of the country. In fact, 

buses and automobile ways can cover most of the country’s area and regions, so there is 

not significant demand for other ways of tranport in order to carry out passenger 

transportation.  

 

Figure 5 Passenger turnover, million passenger per kilometers 

 

 

Employment. Taking the importance of transportation industry for the population 

of the country into consideration, transport industry must meet the demand of the economy 

of the country. From this point of view, transport plays a vital role as one of the economic 

agents which needs employees and takes part in labor market as employer. The diagram 

below reflects the average number of employees per year.  

As it is shown from the diagram, employment rate follows a gradually increasing 

trend after 2002. In 2018 the industry has employed more than 120,000 people, which is  
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significant percentage of the working population of the country.  

Figure 6 Average annual number of employees 

 

The volume of Azerbaijan’s foreign trade turnover has increased seven times since 

1991 from 4 billion USD to the 20.64 billion USD in 2015. 

 

Figure 7 Azerbaijan’s foreign trade turnover 

Source: State Statistics Committee of Azerbaijan, 2016  

As seen from the diagram, since 1992, trade turnover decreased sharply and 

remained low in the immediate following years, increasing by a significant amount (USD 

3.6 billion) only in 2005. The major reasons for this overall economic crisis were the 

collapse of the old planned economic system, the loss of existing economic connections 

with Soviet trading partners, and the decline in oil production and exports. There was also 

decline in Azerbaijani industry that worsened this situation and affected foreign trade 
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negatively. Compared to the 1980s, the volume of industrial production decreased by 10% 

in 1991, 37% in 1992, and up to 50% in 1993. 

 

2.3. Transnational transport policy of Azerbaijan and its impact on the economy 

The position of Azerbaijan in the transport and transit relations of Eurasia is also 

measured by the fact that this country, as a whole, is also involved in transnational projects 

and its components, such as TRACECA, TRANSGAFGAZ and so on. It has a spatial 

characteristics and transport and transit infrastructure to participate in these routes.  

  Azerbaijan, as the central country of the TRANSGAFGAZ transport infrastructure, 

is able to provide the same links to China and Southeast Asia through Georgia, the Caspian 

Sea, Turkmenistan and other Central Asian countries. This is the result of the fact that for 

the first time the idea of creation came from the leading countries in the Sersa meeting and 

the signing of the Joint Agreement, where the Presidents of Azerbaijan, Uzbekistan, 

Turkmenistan, and Georgia, which were put forward in the 90s, raised the issue of the East-

West, North-South transport corridors. Has become one of the co-founders of the 

agreement that joined as one. This project was first proposed in 1992 and approved by an 

intergovernmental agreement in 96 years. The Black Sea basin countries have also attracted 

the attention and they have made a statement to join the agreement. Azerbaijan is also 

located on the nearest and most convenient Trans-Caucasus transport corridor, which has 

recently been one of the key countries in the railroad linking Kazakhstan and China. 

(Cohen, 1992) 

   Countries which have transit potential try to gain benefit from transit traffic too, it 

can be seen as an example from Azerbaijan’s case.This sub-chapter also tries to analyse 

contribution of transit traffic potential of Azerbaijan to its income. Location and oil and 

gas resources of Azerbaijan provides great opportunities to participate in many projects. 

Baku-Tbilisi-Ceyhan (BTC) pipeline built to transfer oil from the Caspian Sea to the 

Mediterranean rather than utilizing other costly and non-convenient transport means along 

the Black Sea and Bosporus which have already high density. The estimated costs of the 

BTC pipeline were roughly $3.7bn, with BP being project executive. The official 

commencement ceremony of BTC was held at the Sangachal terminal, near Baku on May 

25, 2005, by President Ilham Aliyev of the Azerbaijan Republic, President Mikhail 

Saakashvili of Georgia and President Ahmet Sezer of Turkey, joined by President 

Nursultan Nazarbayev of Kazakhstan.  
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Figure 8 Baku Pipelines 

 

Source: news.az 

Initial loading of crude oil to the pipeline between Azerbaijan and Turkey’s 

Mediterranean shore also started on 25 May 2005. 30% of the shares belong to the BP in 

the consortium which is supervising the pipeline. Other members include Azerbaijan’s state 

oil company SOCAR (25%), Amerada Hess (2.36%), ConocoPhillips (2.5%), Eni (5%), 

Inpex (2.5%), Itochu (3.4%), Statoil (8.71%), Total-FINA-ELF (5%), TPAO (6.53%) and 

Unocal (8.9%). BTC was built and operated by the  Baku-Tbilisi-Ceyhan Pipeline 

Company (BTC Co). (Raphael, 2010) 

Baku–Novorossiysk pipeline also called as the Northern Route Export 

Pipeline and Northern Early Oil Pipeline operates between the Sangachal Terminal of 

Azerbaijan and terminal at Novorossiysk at the Black Sea shore of Russia.  

Baku–Supsa  (by another name, Western Route Export Pipeline and Western Early 

Oil Pipeline) with being 833 km2 long and operated by BP, transfers crude oil from 

the Sangachal Terminal near Baku to the Supsa terminal which is located in Georgia. 

(Raphael, 2010) 

Аzerbаijаn hаs signed а few contrаcts to tаke аdvаntаge of economic benefit from 

free trаde zones.  Аzerbаijаn’s free trаde zone (FTZ) in Аlаt will commence to work in 

2017, sаid Tаleh Ziyаdov, the Director Generаl of the Bаku Internаtionаl Seа Trаde Port 

CJSC. He mаrked thаt Аzеrbаijаn’s idеа relаted to the dеvеlopmеnt of thе Silk Roаd hаs а 

goаl to fostеr competitiveness аnd the creаtion of аdded vаlue. For exаmple, if а cаrgo 

contаiner is sent to Europe, our concept is to process the cаrgo in the FTZ in Аlаt, creаte 

аdditionаl vаlue аnd export further. In short, the Аzerbаijаni concept of the Silk Roаd is 

more innovаtive аnd аims to creаte аdded vаlue in the non-oil sector. (Chandler, 2000) 
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  One of the directions of the economic policy carried out in Azerbaijan today is the 

implementation of large infrastructure projects. Several years ago, the restoration of the 

historical Silk Road to meet the requirements of the modern era served for this purpose. 

The East-West transport corridor has begun to operate as a result of the huge work done in 

the years ahead. Also, the Baku-Tbilisi-Kars railway was reconstructed for this purpose.  

The second largest project is the construction of the North-South transport corridor. 

At present, construction and other technical projects are being implemented in this 

direction. After the corridor is put into operation, the volume of cargo transported through 

our country will increase by one million tons . This will give Azerbaijan  additional 

dividends both economically and politically. 

Along with international infrastructure projects in Azerbaijan, projects of local 

significance are also being implemented. The investment program of the current year 

reflects the repair and reconstruction. At the same time, the program envisages the 

relocation of the Baku-Astara railway line, especially to the sea.  

2.4. Geoeconomic challenges of Azerbaijan as a rich country with carbohydrogen 

resources 

In the early years of independence, Azerbaijan had only external trade relations 

with Russia and CIS countries; however, this tendency has changed in favor of the EU 

countries throughout the years. Since the year 2000, Azerbaijan has been conducting trade 

operations with more than 125 countries. Of these, ten are republics of the Commonwealth 

of Independent States (CIS) and 110 are more distant countries. 

The structure of Azerbaijan’s foreign trade has changed over the years, but not so 

dramatically. It is still heavily depended on oil sector and oil export factor has a tremendous 

effect on the foreign trade turnover. The Caspian basin, with its lavish natural stocksand 

pipeline conveys to transport the energy reserves in the region to the receiving countries, 

is the scene of major struggles among the major power centers in the world. This area could 

be depicted as a security zone that can completely get rid of several potential dangers 

arising from West,Russia and China. The watershed, which is a security zone against 

threats from Western countries and Russia from China and from Russia and Western 

countries for China, is also threatened by its environment as it is a region where the world 

forces try to dominate. (Bahgat, 2007) 

Energy-oriented experienced in the Caspian Basin to compete with Russia, Iran, 

Turkey, the United States is directly involved. Russia is a powerful and a dominant country 

in the region and also an important market. Iran is a neighboring country as well as a 

historical and cultural tie. China, with its developing and growing economy, whose energy 
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demand is increasing day by day, is following the policies related to the region as it is 

influenced by the economical and political establishments in the region. The rich 

hydrocarbon reserves in the basin and the pipeline routes in energy distribution and the 

projects carried out in this field increase the competition among countries in the 

international arena. Being a geopolitical competition area Caspian basin plays a key role in 

determining the tranport policies of the regional and international players. The USA and 

Russia competing each other in order to dominate the region. The fact that the United States 

has turned to the Caspian basin and Central Asia and gained great power in this area of 

competition is of great importance in terms of protecting its interests. The United States 

strives to play an active role in the energy structuring in the region. This is vital for the US 

energy strategy.    At the same time, Turkey, as a regional players in the region due to the 

historical and cultural ties with Azerbaijan, has been involved inthe various projects  of the 

transportation of petroleum and natural gas from Caspian basin. Turkey, where energy 

resources in the basin have to transmit to the world market due to advantageous 

geographical position, plays a geopolitical and geostrategic role. Wanting to get involved 

in important projects in Russia, USA, Turkey, Iran has a great race. This situation 

sometimes brings these countries closer to each other and sometimes makes them rivals to 

each other. (Effimoff, 2000) 

The Caspian basin is located in a closed area to open seas and oceans. Therefore, it is 

an important tool to possess reliable pipeline systems at reasonable prices for transporting 

the energy resources here especially to the Western countries. The USA pursues various 

policies towards the Caspian with the desire and effort to be the most decisive country in 

the world energy market. Particularly during the friendly relations between Iran and the US 

in the recent period, it is thought that the US is planning to take a stronger position in the 

Caspian basin. The USA, which is the significant key player in the world in energy field, 

by enabling a great advantage with the Western countries importing Caspian oil and natural 

gas to the world markets. Europe is a market area where energy demand increases in the 

medium and long term. Caspian welded pipelines to Pakistan, India, China and Southeast 

Asia. The safest and most reasonable route exported to Europe passes through Turkey. 

(Central Asia and the South Caucasus: reorientations, internal transitions, and strategic 

dynamics: conference report, 2000)  

In addition to Azerbaijani oil, the U.S. has been putting huge efforts to transfer Kazakh 

oil to the West from a non-Russian source. In this context, it is planned that the Baku-

Tbilisi-Ceyhan line, which has U.S. support, will be capable of carrying 25 million tons of 

Azerbaijani oil and 20 million tons of Kazakh oil (approximately 333 million barrels per 



 40 

year). In September 2002, Turkey, Azerbaijan and Georgia laid the foundation of the BTC 

pipeline with the participation of heads of state, the first trial in May of 2005 Azerbaijan 

has been left to the oil pipeline. The BTC has greatly undermined Russia's influence on 

energy transport and the energy corridor, and has also caused a significant loss of revenue 

from Russia's oil routes (Thomas, 2010). Russia provides 70% of its exports from oil and 

natural gas. Therefore, the fact that the route of oil and gas pipelines will come out of 

Russian guidance will create a great financial burden for Russia. Russia wants to maintain 

its impact on pipeline transport for economic and security reasons. US policy on pipelines 

undermines Russia's control over routes and risks losing control over it. (Bahgat, 2007)  

As discussed, Azerbaijan has the main transit infrastructure of the South Caucasus with 

Georgia, and the Caspian basin with Russia, Kazakhstan and Iran. This, in turn, requires 

that the country’s transport, road and transmission infrastructure be brought to a certain 

standard. Secondly, the fact that it has significant geographical characteristics and 

international transport and transit opportunities gives it serious geopolitical and geo-

economic advantages for its development and pose special problems in ensuring the 

transport policy. (Central Asia and the South Caucasus: reorientations, internal transitions, 

and strategic dynamics: conference report, 2000)  

The geo-economic policy pursued by the Government of Azerbaijan on the creation 

and operation of internal and transnational transport corridors and infrastructure envisages 

the following tasks: 

 coordinated development of transport infrastructure in order to provide 

unimpeded movement of goods and passengers across the country and to 

integrate European-Asian transport systems; 

 increasing the efficiency of transport system management; 

 Efficiency of interaction between separate types of transport on the 

intermodal transport line 

 creation of conditions for investment in international transport corridors; 

   increasing the load on the national transport network in domestic 

transportation; 

 assistance in the development of international tourism. 4 

Azerbaijan joins and is closely involved with TRANSAVRASIA, TRACECA, 

TRANSGAFGAZ, North-South international transport and communication corridor, 

Baku-Tbilisi-Kars railway construction, etc. transnational projects play an important role 

                                                             
4 Ibid. 
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in ensuring national interests of the country due to its role in expanding geopolitical, geo-

economic and transport-transit links. (Raphael, 2010)  

The use of the transit potential of the Republic of Azerbaijan is still an integral part of 

its sustainable development strategy. Currently, the country’s transit and foreign economic 

relations are pursued on a number of geopolitical axis. These include: 

 The first and most important is air, land, rail, maritime transport through Georgia, 

Turkey, and also pipelines to the Mediterranean and Europe; 

 Secondly, the Russian and indirectly to the West and the Far East (this is a very 

long and economically ineffective way) 

 Thirdly, to the Middle East and South Asia through Iran and the Persian Gulf, 

 Fourthly, in the opposite direction on all routes to China, Japan and other countries 

of Southeast Asia through Turkmenistan, Kazakhstan, Uzbekistan.  

One of the areas mentioned is the TRANSGAFGAZ corridor, which is still operating 

at full capacity. In this regard, Azerbaijan also supplies its oil and gas reserves through 

Georgia through the Baku-Tbilisi-Ceyhan, Baku-Supsa oil and Baku-Tbilisi-Erzurum gas 

pipelines to the West, via air, land, rail and sea water to the west. (Thomas, 2010) 

While Caspian Petroleum is transported to the Western market via Baku-Tbilisi 

Ceyhan, the products of Central Asia and Far East will be sent to the West via Baku-

Tbilisi-Kars railroad  and thus the Caucasus will not only be a transit place but a stopover 

(citation). 

China wants to reconstruct the “Silk-Way” project which one of the main corridor lines 

will cross from Azerbaijan.  This line will help to solve two issues: 

1. It will increase goods and passenger turnovers 

2. İt will create opportunities for production and transport-logistic services.  

That will not make Azerbaijan only transit country, but also Azerbaijan will have a 

chance to strange its position with creating value-added cost. In general, because of 

transport corridors Azerbaijan can intensify its weight in the global value chain. The 

strategic road map is made to take advantage of these opportunities. 
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CHAPTER 3. MAIN DIRECTIONS FOR INCREASING THE REALIZATION OF 

GEO-ECONOMIC POTENTIAL OF TRANSPORT OF AZERBAIJAN 

 

3.1. Transnational projects and their geo-economic importance for Azerbaijan 

 

From early times of independence Azerbaijan have signed significant agreements and 

participated in some notable projects regarding transferring oil and gas to Europe through 

Georgia and Turkey. Involvement to such projects and agreements incited its transport 

system to restructure and develop and also contributed to the state budget positively by 

enabling gain new profitable markets for its main products.  

Cooperation with China is one of the mechanism for Azerbaijan to integrate world 

transport system via “Silk Way”. In December 2015, during country level meetings, 

contracts were signed about partnersip in the transport sector.  (Thomas, 2010) 

In 1993, the EU, within the TACIS spending plan, built up the TRACECA program 

which was uniting representatives from the first eight TRACECA nations and consented to 

execute an EU financed program to build up a transportation hall on the West - East pivot 

from Europe. EU pointed this program as an improvement of an extra course that would 

supplement different courses interfacing Central Asia with Europe. The task relates to the 

worldwide EU technique towards these nations and holds the accompanying targets: 

- to help the political and monetary autonomy of the republics by upgrading their 

ability to get to European and World markets through selective transport courses;  

- to empower promotion of provincial co-activity among the accomplied states;  

- to progressively utilize TRACECA  

- to interface the TRACECA course with the Trans - European Networks (TENs).  

TRACECA program has financed yearly: 

- 11 Investment extends into Azerbaijan for an aggregate estimation of 18,6mln. 

- 44 Technical help ventures including Azerbaijan as a recipient (Chufrin, 2001) 

The present Highway I Project (began in 2001 and because of close in 2007) has 

empowered Azerbaijan to restore parts of the fundamental East-West roadway and began 

reinforcing and rearranging roads. The involvement of the World Bank could enable the 

Azerbaijan government to accomplish both high caliber and extensive reserve funds in the 

plan and contracting of works. 

Additionally visualizes the outline and usage of the important basic changes in the 

sector through partition of administrative and business works in transport and exchange, 

and physical upgrades, especially the remaking of parkways and recovery of rustic streets; 

Trans-Caucasus railroad; Baku Sea Port, Nakhichevan air terminal. 
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The World Bank arranged another alteration loaning task that joins auxiliary changes 

in the transport sector. Changes include the exchange of administrative capacities at present 

practiced. 

After the Highway II mid 2006, the World Bank is currently demonstrating an 

enthusiasm for the renewal of the railways and the advancement of the urban transport. 

Specialized assistance ventures are as of now arranged and connected to the advances. With 

the help of the EU has actualized a few transport ventures incorporating fitting TAs in all 

sub divisions. EBRD will cultivate approach exchange on keeping money, concentrating 

on enhancing aggressiveness, while searching for value interests in the sector. It will look 

for enhancements in the speculation atmosphere through strategy exchange. EBRD will 

target changes to the transportation arrange, with a specific spotlight on the advancement 

of key worldwide transportation passages. (Allison, 2001) 

In this regard, EBRD will keep on focusing on speculation openings in the road and 

rail part. EBRD will look to finish mid 2006, the financing game plan of the Baku-Samur 

Road venture with MoT. A second railroad undertaking will likewise be considered. State 

Railways is in talk with EBRD looking for financing for trains that are more proficient and 

for the ability to keep up and repair trains. Commercialization of such activities will be the 

focal point of EBRD's Technical Assistance component. (Allison, 2001) 

In addition, and after the cancelation of the financing backing to the restoration of 

the Baku ship terminal (2001), EBRD is indicating readiness to restart examination on 

conceivable maritime investment projects, in especially Baku port advancement and 

modernization.  

One of the regional transportation projects in which Azerbaijan participates in order 

to ensure international transportation and transit security is the North-South International 

Transportation Corridor. The first agreement on this project was made on 12 September 

2000 in Saint Petersburg between Russia, Iran and India. The main objective of the project 

is to bring together the transportation and transit facilities of the participating countries, to 

provide a favorable environment in freight transport, to support the increase of transit cargo 

transport, to ensure the safe movement of transport vehicles and to follow a common 

transport policy. The agreement covers all means of transport, railway, sea and river 

transport, road and air transport of the aforementioned countries. The passage of an 

important branch of the North-South Corridor through Azerbaijan has great importance for 

Azerbaijan's economy and transportation security. The shortness of the railroad passing 

through Azerbaijan will save time and money in transportation. The fact that Azerbaijan 

has a developed transportation infrastructure increases the attractiveness and importance 
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of this route. It is envisaged that international transport will be carried out mostly by 

railway, which will contribute to the development of railway transportation in Azerbaijan. 

Azerbaijan's involvement in the North-South Corridor project and its effective participation 

in international freight and passenger transport will positively affect the increase of national 

income, the development of domestic transportation infrastructure, the creation of new 

workplaces and the resolution of other socioeconomic problems. (Crandall, 2006) 

 Since the independence, hydrocarbon resources have been the main export product 

of Azerbaijan. The share of crude oil in total exports amounted to 77.61% in 2015 and 

84.32% in 2014. In early 1990s, Azerbaijan focused on the necessary infrastructure to 

export oil and natural gas. It created pipeline systems to access global markets. Preventing 

the use of a single means of reducing political and economic risks is an important aspect 

of the development of this infrastructure. Transit countries can use it as leverage. In the 

event of a conflict between the energy producer and the State of transit, irrespective of the 

degree of disagreement, the transit country may block the border or impose regulatory 

restrictions on cross-border trade. It was important that Azerbaijan prevent such a 

development of events. (Ibrahimov, 2016) 

 The crucial focus of Azerbaijan is to keep and develop its position as a transit 

country in the important energy and trade projects. This goal is directly related to its geo-

eoconomic location, as Azerbaijan aims to enhance its economy via its geography and 

transport networs in this geography. In this perspective, one of the important projects for 

Azerbaijan has been Baku -Tblisi – Kars Railway, considering not only its transport 

network improvement, but also its geo-economic benefits.  

 

The Baku-Tbilisi-Kars (BTK) Railway Project, which was founded by Baku, Ankara 

and Tbilisi in 2007, aims to connect Baku to Kars via Tbilisi with the construction of the 

railway between Kars and Ahilkelek. This project is being implemented with the financial 

power of these three countries. In this respect, Baku has granted a $ 220 million loan to 

Tbilisi with a 1% interest rate for 25 years. The total cost of the project is 600 million dollars, 

422 million dollars of which is allocated to the 98 km railway line between Kars and 

Ahilkelek, and the remaining part is allocated for the rehabilitation of Ahilkelek-Marabda 

line. The total length of this line will be 826 kilometers and is expected to carry 1 million 

passengers and 6.5 million loads per year, followed by 3 million passengers and 15-17 

million tons per year (Kaya, 2016). 

Baku -Tblisi – Kars Railway has importance in the context of China’s One Belt, 

One Road Initiative which defines the revival of the ancient Silk Road as the main goal. It 
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is planned to be completed in 2049, in the centenary of the Chinese Revolution. In this 

context, the following objectives are set out: 

 Political Cooperation 

 Establishing a network of structural connections, 

 Elimination of commercial barriers, 

 Financial integration and 

 It is the establishment of bridges between people. (Aybar, 2017) 

 The geo-economic aspects of the Baku -Tbilisi – Kars Railway in the context of new 

transport project of Azerbaiajn: 

 With the implementation of the project, Europe will be connected to Central Asia, 

Far East and South Asia through Anatolia and the South Caucasus, and the 

uninterrupted railway network, which is called “Iron Silk Road” will be formed. 

 Thanks to BTK Azerbaijan, Georgia and Turkey will further increase economic 

integration achieved by the remarkable economic and strategic benefits to this 

country. 

 For Azerbaijan, the country's dependence on Iran in freight transport will be 

reduced and the country will have more tolls as the most important part of the 

railway line passes through Azerbaijan. In addition, Baku, which currently carries 

oil from Kazakhstan and Turkmenistan to the ports of Poti and Batumi of Georgia, 

will hold remarkable opportunities for shipment of goods from China to the 

European markets or from Europe to the Chinese market. Finally, it will lead to the 

development of the transport sector in the country through this line, which is 

noteworthy for the development of industries other than oil, which are vital for the 

country. 

 With the project that will make Baku and Kars remarkable transportation centers, 

Yerevan insists on its baseless claims against Baku and Ankara in the region and 

will reduce the geopolitical and geoeconomic importance of the region and further 

isolate it in the South Caucasus. (Güder, 2017)  
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Figure 9 Baku- Tbilisi – Kars Railway in the context of One Belt One Road 

Initiative 

 

Source: joc.com 

 

 It is a development that should be emphasized in terms of the value attributed to the 

Baku-Tbilisi-Kars Railway Line (BTK), which is a high-level participation of the Central 

Asian states among the bridgehead countries of China's K One Generation, One Road 

Project. Turkey-Azerbaijan Georgia from Baku-Tbilisi-Ceyhan Crude Oil Pipeline 

regional cooperation being taken seed in the commissioning, South Caucasus Pipeline and 

Southern Gas Corridor Anatolia constitute the two main united feet Pass Natural Gas 

Pipeline Project and the Adriatic Pass Gas. The pipeline will be moved to a much higher 

level with the commencement of the projects in the next few years. BTK Railway, on the 

other hand, added a very new dimension to the said tripartite cooperation, enabling Ankara, 

Baku and Tbilisi to be included in the “One Generation, One Way Project developed by 

Beijing and helping them to achieve sustainable growth by joining the world economic 

system through a newly developed network. By creating new economic partnerships with 

such generation countries such as Eurasia region and will be produced in the future to reach 

more people and will play a catalyst role in increasing welfare. (Smith, 2017) 

            Different oil and gas pipelines to the EU through Georgia and Turkey has been vital 

for geo-economy of Azerbaijan and to diversify its transport routes as income sources. 
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Some important pipeline projects are analysed in order to better understand and analyse the 

relation between transport network and geo-economic challenges of Azerbaijan. 

 Azerbaijan is one of the richest countries in the region in terms of oil and gas 

resources. After gaining its independence, Azerbaijan prioritized economic development 

and wanted to market its oil and natural gas reserves to international markets as soon as 

possible. Therefore, it worked hard to determine the legal status of the Caspian Sea. Seeing 

that there are obstacles to this, it has decided to make bilateral agreements with Russia and 

Kazakhstan. Azerbaijan, with the support of the Western countries and Turkey has 

developed and has implemented the project of Baku-Tbilisi-Ceyhan.   

In 1993, Azerbaijan declared that it is open to cooperation with all countries which 

are interested in oil and natural gas reserves, considering investing in Azerbaijani economy 

and having advanced technologies to extract oil and natural gas from the bottom of the sea. 

It has demonstrated the will to use the energy reserves in its national sector in the Caspian 

Sea not only by itself (it did not already have the material and technological means to do 

so), but with the participation of developed countries and multinational oil companies from 

the region and from outside the region. It is not only the extraction of oil and natural gas 

reserves in the Azerbaijani sector of the Caspian Sea, but also the intention of transporting 

the oil produced to the world markets via alternative routes. In order to realize the same 

intention, Azerbaijan started to search for new foreign partners, and within a short period 

of time, contacts and negotiations were held with all relevant circles, major countries and 

multinational oil companies of all levels. As a result, the 1994 Agreement of the Century 

was signed.  

 Baku-Tbilisi-Ceyhan (BTC) Pipeline Project, Azerbaijan's rich oil resources and an 

improved project through Turkey to reach the European market. In fact, in the first stage 

of the Azerbaijani oil to be delivered to Turkey via Armenia, then it planned to be 

transferred to European markets through Turkey. However, after the Armenian occupation 

of Nagorno-Karabakh, the Georgian option came into question. One of the main elements 

of the foreign policy that Georgia pursued after gaining its independence was to develop 

relations with the West, which caused Georgia to approach this project very warmly. The 

economic and geostrategic returns were other factors that increased the importance of the 

BTC Project for Georgia.  

 Work was started in 1994 for the BTC Oil Pipeline Project. Although there were 

some political and economic disruptions during the completion of the project, it was loaded 

on the first oil tankers from Ceyhan in 2006. The line has a total length of 1768 km and 

cost $ 3.9 billion.  
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           Moreover, Turkey has developed with Azerbaijan Trans-Anatolian Natural Gas 

Project (TANAP). TANAP, is a project which Azerbaijan will bring gas to Turkey via 

Georgia as similar to the natural gas project of Nabucco. With the implementation of the 

project, it is aimed to transport approximately 16 billion cubic meters of gas from the 

pipeline annually. In the following stages, it is aimed to extend the pipeline towards Greece 

and Bulgaria and from there to other European countries.  

 In this period, the most interested countries in Azerbaijan and the Caspian basin oil 

and natural gas reserves, with the necessary financial and technical facilities, were the 

United States, Great Britain, France, Italy, Japan, Norway and their public and private 

companies which were able to to produce modern standards of oil and natural gas from the 

deep layers of the sea. After the disintegration of the USSR, these countries, which had 

economic and political influence on a global scale, showed interest in the rich energy 

reserves of Azerbaijan and the Caspian Basin within the framework of their own energy 

needs and interests. However, the unstable and unfavorable environment in the region, the 

opposition of the countries in the region such as Russia and Iran, and the great geopolitical 

influence they had in the basin prevented external actors from entering here. 

 Experts believe that multinational projects carried out within the framework of the 

Agreement of the Century have significantly contributed to Azerbaijan's geopolitical and 

geoeconomic value compared to other South Caucasus and Caspian basin countries in the 

international arena, increased the chances of success in regional and global scale, and the 

positive development of partnership relations with foreign countries. The new 

geoeconomic line developed by Azerbaijan, which manages to benefit from its natural 

mineral reserves, and its geographical location which is very convenient in terms of 

political, military, commercial and other relations on East-West and North-South routes in 

transportation.  

 The favorable environment of pipeline projects within the new transport networks 

gave the Azerbaijani government the opportunity to pursue a dynamic line of social, 

economic, political and cultural development within the country. Azerbaijan was known as 

the most problematic country of the South Caucasus and the Caspian basin after the period 

of independence which was shaken by internal conflicts, ethnic, social and religious strife, 

soon became the most important country in the region in terms of geopolitics and 

geoeconomics, and promised a bright future.  

 Azerbaijan's influence in the international arena has increased rapidly as it 

continues to successfully implement its new oil strategy and energy security policy. Within 

the last few years after the first oil agreement, Azerbaijan has signed 20 new oil and gas 
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agreements with 32 companies of 14 different countries within the framework of the new 

oil strategy. Under these agreements, the total foreign investments to be made within 30 

years in Azerbaijan's oil and gas industry is over 60 billion dollars. Compared to official 

data, the total foreign investment in the Azerbaijani economy was only over 6 billion 

manats and the investment in oil industry was around 20 billion manats.5  

 The new oil strategy has greatly influenced Azerbaijan's relations with the US and 

EU countries. In particular, the United States has consistently supported Azerbaijan's 

energy policy, new oil and gas export initiatives, as well as many efforts to establish the 

East-West transport and communication corridor, helping multinational projects to be 

beneficial not only for Azerbaijan but for the whole region. Today, the US Government 

supports the process of economic strengthening of Azerbaijan and the Caspian basin, 

consolidating the independence and sovereignty of the countries of the region and assisting 

the implementation of multinational projects in the basin. The new oil strategy, 

multinational energy, transportation, communication and transit projects that it has led to 

make Azerbaijan a leading country in the South Caucasus with the Caspian Sea. According 

to the evaluations made by a number of influential Western researchers, Azerbaijan has 

become the leading country in the South Caucasus that determines the geopolitical 

orientation of neighboring countries due to its geographic and geoeconomic situation. This, 

of course, necessitates a special and stable geopolitical activity both in domestic policy and 

in the Caspian Sea and South Caucasus region.  

According to experts, one of the main geoeconomic tasks of Azerbaijan's energy 

policy in the new century consists of diversification of export routes by searching for new 

energy export routes, especially favorable natural gas markets, on a regional and global 

scale. In this respect, thanks to the serious efforts of Azerbaijani President Ilham Aliyev, a 

number of special and forward-looking studies are being done. As a result of these studies, 

an investment agreement was signed between Azerbaijan State Oil Company and BP on 

December 17, 2013 for the second phase of the Shahdeniz project in Baku, while the South 

Natural Gas Corridor Agreement was signed between Azerbaijan, Albania, Croatia and 

Montenegro. On June 28, Azerbaijan had officially announced its decision on the selection 

of the pipeline to transport the natural gas to Europe, which will be extracted under the 

“Shahdeniz 2” project. In the last two years, the consortium has evaluated several options 

regarding the pipelines that will transport the future natural gas to Europe and chose the 

TAP (Trans-Adriatic Natural Gas Pipeline) option. 870 kilometers is expected to be TAP, 

                                                             
5 At the time time of agreements, the vale of Azerbaijani manat was equal to U.S. dollar.  
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"Shahdeniz 2" project will be produced in the framework of Azerbaijani gas to Turkey, 

Greece and Albania out of reach Italy and pipeline project would cost in total about 2.2 

billion US dollars is expected.  

 

As it is known, the main oil and gas pipelines and infrastructure of the region in 

question were formerly owned by the USSR and Russia following the dissolution of the 

USSR. However, Russia, which has abused its monopolistic position, has frequently 

confronted the countries of the region with exaggerated prices, geopolitical and 

geoeconomic pressures, necessitating the need for more favorable and reliable partners in 

the Post-Soviet geography. On the other hand, the new energy policy pursued by 

Azerbaijan, unlike Russia, offers more favorable conditions, equal and reliable cooperation 

to the countries in the region. As a result, these countries had to turn to Azerbaijan in order 

to avoid being dependent on Russia in terms of energy and to ensure their energy security. 

In recent years, the contradictions and instability in Russia's relations with Georgia, 

Ukraine, Belarus, Moldova and the Baltic Republics, have created a favorable environment 

for Azerbaijan's further entry into the energy market of the post-Soviet geography. 

According to the experts, the most promising aspect of Azerbaijan's energy policy 

towards the post-Soviet geography is that liquid gas is transported to Ukraine via Georgia 

both from the bottom of the Black Sea and via tankers, and from there to Ukraine and 

Belarus. As can be understood, the multinational oil and natural gas policy that Azerbaijan 

is actively following both in its region and on a global scale makes Russia more anxious. 

According to experts, the main reasons for this situation are the increasing penetration of 

Azerbaijani oil and natural gas into the geographies that are traditionally monopolized by 

Russia. Azerbaijan and other energy exporting countries prevent Russia from selling oil 

and gas at any price in the Post-Soviet region. That is why Russia wants to transfer the 

region's energy reserves to world markets from a single source by purchasing Azerbaijan's 

export-oriented energy products in recent times. In order to maintain its own price strategy 

in the global energy market, Russia plans to buy more and more oil and natural gas products 

in the hands of Azerbaijan and thus prevent Azerbaijan from entering the world markets. 

According to many geopolitical experts, Azerbaijan's attempt to jointly generate 

energy reserves with multinational actors in order to reach regional and global markets 

through alternative and independent routes, the partnership ties have been developed with 

many countries in the field of energy security. Therefore, the current geopolitical and 

geoeconomic situation in the whole region has radically been changed. The projects 

initiated by Azerbaijan will have a decisive role in Europe's energy security not only for 
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the present, but also for the whole of the 21st century. On the other hand, the aim of the 

development of the Caspian Sea and Black Sea basins and most of the South Caucasus 

countries is to ensure a stable and prosperous life. These projects, which will continue for 

hundreds of years, enabling the Caspian Basin and the South Caucasus to integrate rapidly 

into the multinational world, to connect more closely to the global world, and to be one of 

the main geo-economic tool and supporter for political stability in the region.  

 

3.2. Potentials for increasing export of transport services in Azerbaijan  

 

Since the gaining independence mainly, Azerbaijan has exported crude oil. At the 

beginning of independence times, Azerbaijan focused on exporting its oil and gas 

resources and searching the ways how to increase its transport services with the help of 

corridors, railways, seaways,airways and pipelines. We’ll look how Azerbaijan can 

increase its productivity and export potensial in region. First we begin with seaways.  One 

of the main terminal- Dubеndi Tеrminаl is locаtеd on thе Cаspiаn Sеа shorе of Аzеrbаijаn, 

аpproximаtеly 50 kilomеtеrs northеаst from Bаku. With its currеnt trаnsshipmеnt cаpаcity 

of 10 million tons pеr yеаr, Dubеndi tеrminаl аcts аs а mаjor hub for trаnsit trаnsportаtion 

of crudе oil аnd oil products from Cаspiаn Rеgion to world mаrkеts. Middlе Еаst Pеtrol, 

privаtе compаny is opеrаting thе tеrminаl. Dubеndi Tеrminаl rеcеivеs thе crudе oil аnd 

oil products trаnsportеd by tаnkеrs from othеr Cаspiаn Sеа Ports аnd hаvе а cаpаcity of 

12 ml t/yеаr. Dubеndi Port is а nаturаl sеа port locаtеd аcross Pirаllаhi Islаnd, which аcts 

аs а brеаkwаtеr. Pirаllаhi Islаnd protеcts Dubеndi Port from frеquеnt strong wind аnd high 

wаvеs of thе Cаspiаn Sеа аnd this mаkеs Dubеndi Tеrminаl а uniquе locаtion аs thе 

rеcеiving point of trаnsit crudе oil аnd oil products. Thе distаnt locаtion of Dubеndi 

Tеrminаl to thе city cеntеr аnd populаtеd аrеаs brings othеr аdvаntаgеs in tеrms of 

protеction of thе еcology аnd opеrаtionаl sаfеty. 4 vеssеls cаn dischаrgе thеir cаrgoеs 

simultаnеously аt Dubеndi Port. Dubеndi Port cаn rеcеivе 12.000 DWT vеssеls of 

Cаspiаn Shipping Compаny, which аrе currеntly thе biggеst tаnkеrs in Cаspiаn Sеа. Clеаn 

product tаnk fаrm wаs totаlly rеfurbishеd аnd put in opеrаtion in 2002. (Sheet, 2005) 

One of the biggest company in the region is CASPAR. The Cargo comes to Cаspi 

Sеа from Bаltic аnd thе Blаck Sеа Mеditеrrаnеаn bаsins through thе Volgа-Bаltic аnd 

Volgodonsk nаvigаblе systеms. Аnothеr brаnch of thе Cаspiаn Shipping Compаny, 

working in thе Blаck Sеа-Аzov bаsin. Morе thаn 70% of thе аctivitiеs of CАSPАR аrе on 

Cаspiаn Sеа. Thеrе is currеntly hаrdly аny compеtition in shipping аctivitiеs on thе Cаspiаn 

Sеа. Russiа аnd Irаn аrе cаrrying out shipping аctivitiеs on а limitеd bаsis. (Sheet, 2005) 
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Thе Intеrnаtionаl Sеа Trаdе Port of Bаku (ISTPB) is а univеrsаl port with fаcilitiеs 

аnd еquipmеnt аblе to hаndlе аll mаjor good groups. In thе frаmеwork of thе sаid ЕU 

projеct onе wаrеhousе wаs complеtеly rеfurbishеd аnd dеdicаtеd аs а contаinеr frеight 

stаtion. Thе construction of аn intеrnаl contаinеr yаrd (howеvеr without dirеct connеction 

to bеrths) аs wеll аs thе supply of rеlеvаnt hаndling еquipmеnt, аs pаrt of thе Еuropеаn 

Union’s Tаcis progrаm еxcееding USD 3.0 mln wаs finаlizеd in 2002. Thе first smаll 

contаinеr dеpot for shipping аgеnciеs hаs bееn еstаblishеd. Thе port wаs initiаlly usеd аs 

а stаtion for switching cаrgo bеtwееn thе roаd аnd rаil trаnsport modеs. Thе аdministrаtivе 

dеpаrtmеnts аs wеll аs thе opеrаtionаl stаff of thе tеrminаls cаn now communicаtе аnd 

еxchаngе dаtа viа аn ЕDP nеtwork. Thе proposеd ЕBRD finаncing of thе rеhаbilitаtion of 

thе fеrry tеrminаl of аround 20mln USD hаs bееn discarded. Howеvеr, with thе аssistаncе 

of ЕU TАCIS TRАCЕCА budgеt (1mln USD) ISTPB hаs rеfurbishеd its nаvigаtionаl аids 

еquipmеnt in Bаku аnd Dubеndi tеrminаls. Bаku port hаs six shipyаrds of vаrious 

cаpаcitiеs (up to 12,300 tdw) аnd four floаting docks. Onе floаting dock cаn аccommodаtе 

vеssеls up to 160m, i.е. thе lаrgеst vеssеls аt prеsеnt opеrаting on thе Cаspiаn Sеа. 

Gеnеrаlly, thе ship yаrds аnd floаting docks аrе in working condition. Workеrs аrе vеry 

skilful аrе аblе to producе spаrе pаrts thеrеby ovеrcoming shortаgеs in thе supply of 

originаl spаrе pаrts. Howеvеr, somе of thе еxisting shipyаrds аnd floаting docks аrе in nееd 

of modеrnizаtion. Thе port hаs sеvеntееn bеrths, of which: fivе аrе dеdicаtеd for trаnsport 

of crudе oil аnd pеtrolеum products, two аrе usеd for pаssеngеrs, аnd thе rеmаining tеn 

hаndlе timbеr аnd othеr gеnеrаl cаrgo. Thе port cаn аccommodаtе vеssеls up to 12,000 

tons, аnd its fаcilitiеs includе portаl crаnеs, tugboаts, аnd еquipmеnt for hаndling 

pеtrolеum аnd pеtrolеum products. Thе port аrеа hаs 10,000 squаrе mеtеrs of covеrеd 

storаgе аnd 28,700 squаrе mеtеrs of opеn storаgе. (Smith, 2017) 

Another way of Azerbaijan is increasing railway potential of Azerbaijan.  АDDY is 

in discussion with intеrnаtionаl bаnks rеgаrding thе рrovision of cарitаl to fund thе 

рurchаsе of nеw еquiрmеnt аnd rераir fаcilitiеs to аllow thеm to еmbаrk on rеnеwаls. 

АDDY’s frеight cаrryings hаvе sееn similаr risеs, shown sbovе, showing both thе totаl 

аmount of goods cаrriеd (million tonnеs) аnd thе ovеrаll frеight trаnsрort volumе (billion 

tonnе kilomеtrеs). Thе figurеs dеmonstrаtе аn ovеrаll incrеаsе in tonnеs , though domеstic 

аctivity hаs rеmаinеd аlmost stаtic in thе sаmе реriod. Rаil trаffic is rерrеsеntеd by а crudе 

oil size. Rаil rеmаins thе most significаnt trаnsрortаtion mеthod. Oil trаffic rерrеsеntеd 

50% of аll trаffic in 2016. Much of this trаffic is imрortеd into Аzеrbаijаn by rаil from 

Gеorgiа аnd Russiа. Figurеs аbovе thаt thеrе hаs bееn а shift in еmрhаsis bеtwееn trаnsit 

аnd еxрort trаffics, аnd wе bеliеvе thаt this is рrinciраlly аccountеd for by а chаngе in 
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stаtisticаl trеаtmеnt of thе trаffic figurеs, though wе hаvе not yеt bееn аblе to sеcurе 

confirmаtion of this from АDDY. Azеrbаijаn Rаilwаys (АDY) continuеs cарitаl ovеrhаul 

of thе 600-kilomеtеrs Bаku-Boyuk Kеsik linе (Gеorgiаn bordеr), а раrt of thе Bаku-Tbilisi-

Kаrs (BTK) rаilwаy рrojеct. Thе comраny rерortеd thаt thе work is currеntly undеrwаy in 

thе ninе kilomеtеr lеngth Gаrаbujаg-Kurdаmir sеction. Dismаntlеmеnt of thе old roаd hаs 

аlrеаdy bееn lаunchеd. Аzеrbаijаni Rаilwаy comрlеtеd thе rераir of 317 kilomеtеrs on thе 

routе Bаku - Boyuk Kеsik. Thе comрlеtе ovеrhаul of thе Bаku-Boyuk Kеsik sеction wаs 

imрlеmеntеd undеr thе Stаtе Рrogrаm on thе rаilwаy systеm dеvеloрmеnt in Аzеrbаijаn 

for 2010-2014.   Thе mаin рurрosе of thе stаtе рrogrаm is to рrovidе еffеctivе аctivity of 

thе trаnsрort comрlеx by incrеаsing thе trаnsit рotеntiаl of Аzеrbаijаn, incrеаsе thе lеvеl 

of rаilwаy trаnsрort sеrvicеs аnd rеducе trаnsрort еxреnditurеs whilе trаnsрorting 

раssеngеrs аnd frеight. Bеing constructеd undеr а Gеorgiаn-Аzеrbаijаni-Turkish 

intеrgovеrnmеntаl аgrееmеnt, BTK will hаvе а cараcity of 412,000 tons of frеight а yеаr. 

Thе construction work hаs аlrеаdy bееn comрlеtеd by аlmost 95 реrcеnt. Аzеrbаijаn 

Rаilwаys, аiming to incrеаsе thе cаrgo trаnsрortаtion in locаl аnd rеgionаl tеrms, рlаns to 

trаnsрort 1.7-1.8 million tons of cаrgo within thе country. (Scholvin, 2018) 

          On the other hand, there is also shortcomings in this sector. Hеаd of Аzеrbаijаn 

Rаilwаys Jаvid Gurbаnov  еxрrеssеd his rеgrеt thаt Аzеrbаijаni рroducеrs do not 

mаnufаcturе рroductions for thе rаilroаd and this is one of the main reason why railway 

infrastructure development lags behind (Aybar, 2017).  

          One of the key to enter service market in the region is airways. Аzеrbаijаn аviаtion’s 

еconomic bеnеfits air trаnsрort to, from аnd within Аzеrbаijаn crеаtеs thrее ways of 

еconomic bеnеfit. But thе еconomic vаluе crеаtеd by thе industry is morе thаn thаt. Thе 

рrinciраl bеnеfits аrе crеаtеd for thе customеr, thе раssеngеr or shiрреr, using thе аir 

trаnsрort sеrvicе. In аddition, thе connеctions crеаtеd bеtwееn citiеs аnd mаrkеts rерrеsеnt 

аn imрortаnt infrаstructurе аssеt thаt gеnеrаtеs bеnеfits through еnаbling forеign dirеct 

invеstmеnt, businеss clustеrs, sреciаlisаtion аnd othеr sрill-ovеr imраcts on аn еconomy’s 

рroductivе cараcity. Thе аviаtion sеctor – comрrising thе аirlinеs togеthеr with thе аirрorts, 

аir nаvigаtion аnd othеr еssеntiаl grounds sеrvicеs thаt mаkе uр thе аir trаnsрort 

infrаstructurе – cаrriеs ovеr 3.1 million раssеngеrs1 аnd 43,000 tonnеs of аir frеight to, 

from аnd within Аzеrbаijаn еvеry yеаr. Morе thаn 16,000 schеdulеd intеrnаtionаl flights 

dераrt Аzеrbаijаn аnnuаlly, dеstinеd for 54 аirрorts in 22 countriеs. Domеsticаlly, morе 

thаn 1,300 flights mаkе ovеr 76,600 sеаts аvаilаblе to раssеngеrs аnnuаlly, dеstinеd for 5 

аirрorts. 
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With its sрееd, rеliаbility аnd rеаch thеrе is no closе аltеrnаtivе to аir trаnsрort for 

mаny of its customеrs. This mеаns thаt mаny аrе likеly to vаluе аir sеrvicеs. (Zeyno, 2005) 

Thе vаluе of consumеr bеnеfit vаriеs bеcаusе аs you fly, thе vаluе you аttаch to еаch 

аdditionаl flight will gеnеrаlly fаll. For this rеаson thе аir fаrеs thаt wе аrе willing-to-раy 

do not rеflеct thе vаluе wе рlаcе on аir trаnsрort so much аs thе vаluе wе рlаcе on thе lаst 

flight wе hаvе flown. Much thе sаmе аррliеs to thе mаrkеt аs а wholе. Аir expenses rеflеct 

thе cost рlаcеd on thе set by thе eventual раssеngеrs –who would forgo thе flight wеrе 

рricеs to increase – аnd not thе cost thаt раssеngеrs аs а wholе рlаcе on аir trаnsрort 

sеrvicеs. For this rеаson, vаluing thе consumеr bеnеfits for аir раssеngеrs аnd аir frеight 

shiрреrs cаn not bе infеrrеd simрly from obsеrvеd fаrеs аnd shiррing chаrgеs. In аddition 

to thе fаrеs раid, wе nееd аn idеа of how thе раssеngеrs аnd shiрреrs vаluе аir trаnsрort 

othеr thаn аt thе mаrgin.  

Azerbaijan has a huge potential to gain benefits from air transportation due to its 

location. As Istanbul, Baku can be main transit spot for connecting destinations from the 

North to South and the East to West.  

After the independence, Azerbaijan took immediate step to join international and 

regional economic organizations, as part of creating international economic relations with 

various countries of the world. After announcing its independence country established first 

co-operative relations with the following international economic organizations. 

 

1) Organization of Islamic Conference (OIC) – December 8, 1991; 

2) Economic Cooperation Organization – February, 1992; 

3) International Monetary Fund and International Bank for Reconstruction and 

Development – 1992; 

4) The Black Sea Economic Cooperation Organization (BSEC) – 1993; 

5) World Trade Organization as an observer – 1993; 

6) Commonwealth of Independent States (CIS) – 1993; 

7) European Council - January 25, 2001.  (Chufrin, 2001) 

 

In recent years, Azerbaijan started to export its gas resources to Europe via Trans 

Anatolian Pipeline (TANAP) and Trans Adriatic Pipeline (TAP). 

Azerbaijan is exporting not only its energy resources, but also oil from Central Asia. 

In 2015, 5.2 million tons of Turkmen and Kazakh oil was exported via Baku-Tbilisi-

Ceyhan. That makes Azerbaijan transit state.   



 55 

In recent years, Azerbaijan started to export its gas resources to Europe via Trans 

Anatolian Pipeline (TANAP) and Trans Adriatic Pipeline (TAP). 

TANAP- The TANAP (Trans-Anatolian Gas Pipeline) project is already supported 

by the international community and has become an international project. Main investor of 

this project is SOCAR. SOCAR has 58% share. Partners of SOCAR are BOTAS and BP. 

It will be from Azerbaijani territory- Shahdeniz field to Turkey and South European 

markets. (Raphael, 2010) 

TAP- This project is the next step of TANAP. It will pass from Greece, Albania to 

Italy. Azerbaijani natural gas will be exported to the Western Balkans via TAP. 

As a result of the implementation of the project of the Southern Gas Corridor of 

Azerbaijan, according to forecasts of experts, within 100 years after this will be a very 

important and indispensable gas exporter country. Energy projects will also help attract 

additional investment. According to preliminary calculations, the Shah Deniz-2 project and 

other related projects will lead to the investment of almost 40 billion dollars in Azerbaijan. 

Of course, these investments will have a positive impact on other industries close to 

the oil and gas sector, including the services sector. 

In recent years, main purpose of Azerbaijan is modernization of transport system.  

In that case, a rail carriage factory is constructed by Swiss company “Stadler” in 

2014. Via this factory Azerbaijan will be able to produce different types of carriages. 

Development of transport system in Azerbaijan can increase the speed of goods and 

other way round, it can decrease transport cost in the economy of market. Better road and 

transport system is the guarentee for development.    (Kaya, 2016) 

3.3. Improvement of government regulation into transport sector with the aim of 

increasing its competitiveness 

 

Regulations of government have important role for developing transport sector. In 

many developed country’s strategies, examples show us government is inseparable part of 

developing transport system.  Transit countries are the countries that passengers cross on 

their way and goods are  transported through to the country of destination.  The concept of 

‘country of transit’ has nevertheless come to play a key role in today's countries' policy. As 

Azerbaijan intends to become an even more important transit connection especially 

between Europe and Central Asia, there are still too much work to deal with in order to 

diversify its economy well beyond the energy sector.  Government of Azerbaijan has been 

also active in establishing a favourable investment environment for foreign investors, 

which can be resulted in billions of dollars of foreign direct investments into the Azerbaijan 
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economy. Main goals are to improve the transport management system of the city, to level 

up the quality of the passengers transport services to the international standards, to better 

the monitoring of the rules of the passengers carriage and regulation of traffic management, 

and to further reforms implementation in transport area. Azerbaijan is one of the safest 

places in the world according to the World Economic Forum results, also the existing 

geographical position of the country is suitable for turning to a transit destination.  

 

It is obvious that newly forming weak economies with no specialized sectors try to 

attract foreign capital inflow by selling its natural resources (if available) or/and to call 

foreign investments to the local market in order to fostering economic growth of the 

country. Thus, Azerbaijan began to engage in international trade by offering its most 

abundant natural resource- oil as a raw material, to the different countries.  This process 

began with the signing and realization of “Contract of the Century”, which started a new 

period in the development of Azerbaijan oil industry and economy in general. That was a 

contract was signed in 1994 on the development and production sharing of “Azeri”, 

“Chirag”, “Guneshli” oil reserves between Azerbaijan and 12 companies (Amoco, BP, 

McDermott, Unocal, Lukoil, Statoil, Exxon, Turkish petrolium, Penzoil, Itochu, Remko, 

Delta) from 7 countries (USA, Great Britain, Russia, Turkey, Norway, Japan, Saudi 

Arabia).   

As a result of realizing “Contract of the Century”, Azerbaijan took a huge step towards 

developing its market economy and gained an advantage in the international arena. The 

production of first oil made Azerbaijan an oil exporting country of the world. As this 

strategy continued, several billion dollars were invested to the development of oil industry 

of the country. Signing the contract with international oil companies fostered mutually 

advantageous co-operation with the countries of the companies participating in the contract 

and contributed strengthening position of the country in the world economy. So, the 

country has changed its post-Soviet transition period into a major oil based economy. 

(Crandall, 2006) 

Year by year, the globalization of economic opportunities, as well as the continued 

development of the non-commercial sector have led to a strengthening of domestic and 

inter-country competition. Providing sustainable and dynamic development, especially in 

the conditions of the modern market economy, has become one of the strategic directions 

of the social and economic policy of each country. As a result, the study of the issues of 

determining the strengthening of competitive environment in the transport-transit system 

serving the production and the infrastructure of the national economy has important 
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scientific and practical significance. At the same time, one of the key factors determining 

the relevance of issues related to increasing the competitiveness of the transport and transit 

sector is related to the country's joining the international transit network as a result of the 

successful implementation of the oil strategy in the country in recent years. Thus, the 

country is at the crossroads of favorable land and water transit transport networks. 

Increased demand in partner countries requires the development of a trade system that 

enhances the creation of a competitive transit service network. In such circumstances, it is 

important to increase the competitiveness of the transport and transit sector and to take 

appropriate measures in this direction. Because raising competitiveness in the transport 

sector is linked to the formation of an economically advantageous transport system. This 

is a key factor determining the choice of effective trade and infrastructure. The practical 

importance of raising competitiveness is also determined by the need to expand the trade-

offs of private companies. Studies have shown that domestic private companies are limited 

in the implementation of transit transport services. In such circumstances, the results of the 

research work related to identifying the transit potential of the transport sector as well as 

its competitiveness can also be used to prepare and justify measures to develop transport-

transit networks in the private sector. Thus, it is important to make research in the field of 

assessment of current potential and economic turnover when raising competitiveness of the 

transport and transit sector in the country and to make effective decisions related to the 

development of the transport system. (Bahgat, 2007) 

 By analyzing economic literature, we have concluded that there is no relevant 

research on the competitive advantage of domestic transport and transit services. Only 

authors who have studied logistics services (Tongzon, 2004; Litvinenka, 2005) have been 

found. In their research, several micro and macro level factors have been identified, which 

determine international competitiveness in the logistics area. These include production 

costs, particularly the intensity of production, quality of management, price, quality 

service, exchange rates, state policy, political stability, investment, etc. These authors have 

described the quality of services at the company level as the determinants of the 

competitiveness of the transport sector in their works. Quality of service is the most 

important prerequisite of competitive advantage.  

 Government has to regulate transport sector. The aim of regulations has to be: 

1) Development of legal principles and target programs 

2) Division of resources between the transport types  

3) Simplification of multimodal transportation 

4) Association of benefits of stakeholders in the transport sector 
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5) Creating competitive environment in the transport sector (Raphael, 2010) 

The regulation of government has to be slightly. The leading subject of the transport 

sector is not considered the government. It should be financed by the state budget and 

private investments. Step-by-step privatization also has been considered as the key tool for 

state regulation.  

Government has to regulate security of transport, meeting the requirements of civil 

defence, as well. Special type of credits can be given for some modes of transport.  

Making Azerbaijan as a trade center will bring more opportunities, such as: 

1) Attractiveness of country will increase. 

2) Investment and employment opportunities will occur. (Raphael, 2010) 

 

On the other hand, while Azerbaijan continues to participate in new regional 

agreements and projects as discussed above, there are still many more challenges ahead 

regarding entering to the world transport system.  Becoming a part of world transport 

system country need to specialize locally and regionally at first stage. Below some 

proposals were given with regards to how to achieve improvement by each mode in 

transport system of the country. 

Sea transport 

1) Replacement of expired troughs with new technological ones.  

2) Provision of security, management of ports and environmental security.  

3) Creation of investment atmosphere for implemantation of main projects 

Airway transport 

1) İmplemantation of unified legislation to all categories. 

2) Increasing a number of flights  and directions in Lankaran Airport. 

3) Using Heydar Aliyev Airport as a transit airport (directions of Moscow- UAE, 

from Central Asia to Europe)  

Railway transport 

1) Realise carriages based on long-term agreements and contracts. 

2) Increase competiveness in market economy.  

3) One of the main direction of increasing development of railway is to set railway 

stations near sea ports. This will increase the speed and capacity of carriage. 

(Bahgat, 2007) 
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3.4 Strengthing geopolitical ties of Azerbaijan with joint economic projects  

 

 This subsection aims to find the exact correlation between geoeconomic potential 

of Azerbaijan through the new transport newtorks with Turkey. Participation in 

international economic projects undoubtedly has been a major contribution to Azerbaijan-

Turkey strategic partnership in transforming the shape and development of relations of the 

two countries. The main feature of these projects is that they not only contribute to the 

cooperation, economic development, strengthening of their geopolitical and geoeconomic 

positions, but also have serious international and regional economic and political 

consequences. (Zeyno, 2005) 

 As mentioned above, one of the most important transport networks is the North-

South transport corridor. By joining the North-South transport corridor, Azerbaijan has 

achieved significant gains in geopolitical and geoeconomic terms. First of all, the project 

provided a significant geoeconomic advantage by transforming Azerbaijan into the central 

country of the North-South road and railroad corridor. Secondly, by participating in the 

project, Azerbaijan succeeded in eliminating tensions with Russia, Iran and other neighbors 

under the TRACECA program. Thirdly, apart from the geopolitical advantage, transit and 

customs duties that Azerbaijan will gain from this transportation corridor, Azerbaijan has 

also gained the opportunity to accomplish an important geostrategic task of rescuing the 

Nakhchivan Autonomous Republic from the blockade in the future. Today, Azerbaijan is 

trying to establish a railway connection with Nakhchivan via Iran, but it has not yet 

succeeded. (Nation, 2008) 

 Baku-Tbilisi-Ceyhan project also increased the importance of Turkey's geopolitical 

and geoeconomic and formed the basis of its transformation into one of the world's most 

important energy corridor. One of the most important advantages that Turkey can benefit 

from alternative energy to meet the needs of the basin, as it is import-dependent economy 

of the energy. Turkey is currently dependent on foreign energy with 65 percent and this 

dependence will rise to 75 percent of this rate over the next 20 years. However, with the 

realization of BTC, Turkey got the possibility of cheap strategic crude oil output transport 

costs, and have achieved energy supply security and great importance in maintaining price 

stability. (Eklind, 2010) 

 The BTC pipeline formed the basis for transferring Caspian basin energy resources 

to the world markets through a route beyond the control of Russia and Iran. This is of 

paramount importance both for the West's energy security and for the consolidation of the 

economic and political independence of the new independent countries exporting Caspian 
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Basin energy. It is an undeniable fact that the project has serious economic, political and 

strategic importance for the US and the EU. According to Muller, the reason for the US 

support for the BTC project is that it is in perfect harmony with its main political objectives 

in the region, which he lists as follows: the isolation of Iran; preventing Russia from 

becoming a monopolist in the region; to promote Turkey to increase its impact in the 

region; and support US companies to invest in the region. (Friedemann, 2000)  

 Although the pipeline has been realized with the serious participation of Western 

countries, it can in fact be considered as the first major step towards establishing an 

objective basis for the economic integration of the Turkish Republics in the first stage and 

for the political integration in the following stages. Indeed, the Baku-Tbilisi-Ceyhan 

pipeline and following projects of Tbilisi-Ceyhan gas pipeline, Kars-Tbilisi-Baku railway, 

the Trans projects such as Anatolian gas pipeline interconnected two Turkish Republic of 

Turkey and Azerbaijan with unbreakable ties economically and politically. On the other 

hand, the creation of links of these projects became crucial from the perspective of the 

relations with the Central Asian Turkish Republics over the Caspian Sea. (Demir, 2003) 

 Baku-Tbilisi-Erzurum or South Caucasus natural gas pipeline, which is designed to 

transfer Azerbaijani natural gas to Western markets, is the second largest pipeline project 

in the region after the Baku-Tbilisi-Ceyhan pipeline, with a length of 930 km, annual 

capacity of 30 billion cubic meters and a total cost of 2.3 billion dollars. The main points 

that determine the strategic importance and regional reflections of the line with similar 

strategic results with BTC are as follows:  

- With the completion of the Baku-Tbilisi-Erzurum project, after the Caspian oil 

resources, an important opportunity emerged for the transportation of natural 

gas resources to Western markets via a route other than Russia and Iran. 

- With the completion of the project, the Azerbaijani gas has been eased to get 

more cheaply and decreased the certain level of dependence on Iranian and 

Russian gas in the region (particularly for Turkey). (Eklind, 2010) 

Azerbaijan, in 2007, together with Turkey and Georgia, established Baku-Tbilisi-

Kars (BTK) railway project. The BTK railway line, which will have a total length 

of 826 kilometers, is planned to transport 1 million passengers and 6.5 million tons 

of cargo in the first stage and 3 million passengers and 15-17 million tons in the 

following stages. The strategic importance and regional reflections of the project 

can be grouped under the following headings:  
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- The project will connect Europe to Central Asia, the Far East and South Asia 

through Anatolia and the South Caucasus, and will create an uninterrupted 

railway network which called as iron silk road. (Lussac, 2008) 

- BTK project together with the completion of the Trans-European and Trans-

Asian Railway networks, will combine the Caspian Sea with cascading train-

ferry lines with connection to Kazakhstan and Turkmenistan, Turkey and 

Europe to Central Asia, Far East and South Asia through the uninterrupted rail 

access. This will reduce transport costs by ensuring that a significant portion of 

freight and passenger transport between Asia and Europe is shifted to rail 

transport, resulting in a significant acceleration in the development of the Silk 

Road economies. 

- BTK railway will deepen the economic integration of Azerbaijan, Georgia and 

Turkey and will provide them with important economic and strategic 

advantages. These economies, which were initially connected with the BTC and 

BTE pipelines after the completion of the BTK railway, will now take a serious 

step towards regional integration by integrating the railway networks as well.  

- The contribution of the project to Azerbaijan will be multifaceted. First, 

Azerbaijan's dependence on Iran will be reduced in transporting cargo to Europe 

and the country will receive more tariff income as the largest part of the railway 

line passes through Azerbaijan. (Lussac, 2008) 

 

Although these economic projects have been dealt with as opposed to the interests 

of regional powers such as Russia and Iran, it is in fact possible to contribute to a certain 

extent to these countries. It is very likely that Russia will benefit from the BTK railway 

line in the freight transportation to be made in the South and East directions at a certain 

stage. As part of the North-South Transportation Corridor, after the completion of the 

Gazvin-ReştAstara (Iran) - Astara (Azerbaijan) railway, which will enable the Iranian 

railway network to be connected to Russia via Azerbaijan, the possibility of Iran to benefit 

from the BTK railway will emerge. In addition, it is possible for Iran to benefit not only 

from the BTK railway but also from the East-West Energy Corridor in the future. Because 

this corridor offers more convenient means of transferring the energy resources of the 

Caspian and its close regions to the world markets. (Friedemann, 2000) 
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CHAPTER 4. SWOT ANALYSIS OF AZERBAIJAN TRANSPORT NETWORK 

      

  After the analyisis of the transport system of Azerbaijan, its geo-economic impact, 

as well as a comprehensive SWOT analysis is done to understand ongoing trends of the 

sector. 

  Strengths. Considering the abovementioned discussions, it can be conclude that 

Azerbaijan has a lot of strong points in this sector. First and foremost, its oil and gas 

resources of Azerbaijan provide exceptional strengthen to participate in transnational 

projects that Azerbaijan has already achieved. Baku-Tbilisi- Ceyhan (BTC) pipeline built 

to transmit oil from the Caspian Sea to the Mediterranean rather than utilizing other non-

convenient and costly transport means along the Bosporus and Black Sea which already 

have high density. 

Secondly, with the completion of the Baku-Tbilisi-Erzurum project, after the 

Caspian oil resources, an important opportunity emerged for the transportation of natural 

gas resources to the Western markets through a route other than Russia and Iran. Now the 

Azerbaijani gas has been eased to get more cheaply and reduced the certain dependence 

level on Russian and Iranian gas in the region. (Eklind, 2010).  As a result of realizing 

“Contract of the Century”, Azerbaijan took a massive step towards developing its market 

economy and gained an advantage in the international stage. 

Creation of a free economic zone in the Baku International Sea Trade Port and 

logistics junction in Heydar Aliyev International Airport provided great opportunities to 

apply modern world experience into the current transport system. Moreover, state support 

for the development of the logistics sector and involvement of foreign investors in the 

various projects must be considered strengths of Azerbaijan as these points increase the 

competitiveness level of the country in the world.  

Being rich of human resources, especially the potential young generation makes 

workability rate of citizens higher, which is good point comparing with the countries 

lacking the people willing to work. Increasing trade and competition in the region and 

around the world and proximity to large regional markets, continuity and improvement of 

infrastructure for entrepreneurial activities, as well as the launch of North-South transport 

corridor connecting Iran with Russia and Europe, transportation of goods of Iran, Pakistan 

and India through Azerbaijan through the North-South transport corridor are strong points 

of Azerbaijan, since these are kind of guarantee for future investments and openness to new 

projects. Azerbaijan represents one of the most important economic subject in the transport 

and communication system of the Caspian Sea and the South Caucasus regions. 
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Azerbaijan's road, maritime and rail transport has undergone significant reconstruction 

after the regaining of independence. Thus, transport and transit infrastructure that connects 

this country with most foreign countries has been replaced or replaced. As it has been 

mentioned in previous chapters, the favorable position of Azerbaijan in the transport and 

transit relations of Eurasia is also measured by the fact that this country is also involved in 

TRANSECTION and its components, such as TRANSGAFGAZ, TRACECA. It has an 

advantageous spatial characteristics and transport and transit infrastructure to participate in 

these routes. 

Moreover, as the central country of the TRANSGAFGAZ infrastructure, 

Azerbaijan is able to provide the same links to China and Southeast Asia through Georgia, 

the Caspian Sea, Turkmenistan and other Central Asian countries. This is the result of the 

fact that for the first time the idea of creation came from the leading countries in the Sersa 

meeting and the signing of the Joint Agreement, where the Presidents of Azerbaijan, 

Uzbekistan, Turkmenistan, and Georgia, which were put forward in the 90s, raised the issue 

of the East-West, North-South transport corridors. The Black Sea basin countries have also 

attracted the attention and they have made a statement to join the agreement. Azerbaijan is 

also located on the nearest and most convenient Trans-Caucasus transport corridor, which 

has recently been one of the key countries in the railroad linking Kazakhstan and China. 

(Cohen, 1992) 

The favorable geostrategic and geographical position of Azerbaijan opens new 

opportunities for it to act as a bridge between the East-West and the North-South relations. 

Unfortunately, because of the absence of an independent state or independent policy in the 

20th century, this advantageous position has not been used in accordance with the general 

geopolitical interests of the country. Only after regaining independence, Azerbaijan began 

to take advantage of its strong geopolitical and geo-economic strengths and the 

geographical opportunities of itself.  

Weaknesses. Given the current relationship level between Azerbaijan and 

Armenia, some problematic situations happening in neighboring countries, being a post-

Soviet country with existing socialist beliefs in a particular group of its citizens etc., 

Azerbaijan possesses some weak points in its transport system.  

Azerbaijan has weak position of intermodal transport systems in acquiring the EU 

and national funds. There is significant demand for workers with appropriate qualifications 

in the country and small number of innovative transport projects are being held in recent 

years. In the development of public-private partnerships for the construction of new trans-

shipment points state agencies usually come out with small initiatives which is not 
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promising in long term. Unfavorable cost structure of intermodal transports and 

decapitalization of infrastructure fragments are also needed to be addressed as a problem. 

Moreover, there is little interest in business entrepreneurships for cooperation and 

useful research funding and the activities associated with the promotion of intermodal 

transport are weak. Some transport operators have turned out to lack capitalization of their 

properties and it makes the utilization of the premises inefficient. Research funding from 

different sources, different decision-making centers, lack of concentration of resources in 

the implementation of projects and low level of use of R&D activities are also weak points 

of Azerbaijan. 

   Most initiatives coming from state agencies are small scale and short-term projects. 

However, in order to gain sustained development, strategies should be chosen after 

comprehensive analyses and targets should be set up for long run periods. For the current 

period, cost of the intermodal transports in the area of Azerbaijan are mostly 

disadvantageous, which makes the country less competitive in the regional transportation 

and transit market.  

As the transportation system is mainly under the monopoly of the government, 

businesses and enterprises are reluctant to make investments to transport systems. Without 

profit-oriented investments, the improvement of this area within the dedicated periods is 

almost impossible. 

Lack of human capital and institutional problems are another main weakness in 

transport management sector. Political decisions still determines main investment projects 

in transport sector since it aims to address the issues and strategies set in the transport policy 

of the country. However, there is a still traditional management approach in this sector 

through the public sector operation and regulation which has often failed to make 

sustainable contribution. This has been partly a human resource problem, since the 

government lacks relevant skills for planning and monitor the tasks required, and partly an 

institutional problem as the government continues to depend upon the mechanisms that 

make unrealistic demands on human resources. Thus, it is very important to work on human 

resources supports of this sector as well as plan for institutional reforms and to stimulate 

private sector participation in development of sustainable transport sector. 

Opportunities. Considering the geographical location of Azerbaijan, emerging 

regional needs and current investment competitiveness conditions, Azerbaijan possesses a 

lot of opportunities in terms of strategic transport system development.  
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Azerbaijan has already benefited from its favorable geographic location by signing various 

transnational transport projects to enhance its geo-economic strengthens that are discussed 

in the thesis. 

Economic growth tendency in the region and increasing income level of the 

population are non-direct supporter factors of the transport system. International 

conventions and agreements are working for harmonizing the terms for documentation, 

recording and carriage processes, which will make the management process of 

transportation easier and controllable.  

Global development trend in new technologies is one of the main opportunities for 

Azerbaijan in order to increase the effectiveness of the work of transport system in the 

country. Countries often emphasize the importance of infrastructure for transport, 

therefore, it is likely to happen that, infrastructure will remain in the attention of all region 

countries, which will help to improve infrastructure systems more swiftly and smoothly. 

Researches and application of new technologies are continuing to improve the 

efficiency in transportation industry, this factor creates a lot of potential opportunities for 

countries. In addition, international organizations are regularly working with the 

improvement of conventions and agreements which controls the transportation industry 

and provides more fair market rules and conditions. Harmonization of inter-country laws 

and guidelines will trigger the development of transportation relationships between 

countries. 

Taking the current trends in world economy, importance of working policies and 

strategies is increasing day by day. Implementing well-defined and controllable policies 

will help to ensure the sustainability of the development of the industry. 

  In addition to all the factors above, the region has a powerful demographic 

potential, a large number of residents in the region are mobile and willing to work in the 

transportation system. Thus, in case of increasing labor demand for transport systems, the 

country can easily cover the demand in a short time. 

It is forecasted to go into standardization and innovation for the future which will 

enable the quick and fundamental improvement of transportation system. 

Threats. As the transportation systems are connected with all areas of human life, 

the economic prosperity of nations, natural environment and other substantial factors are 

depending on the transport system and its availability in clean, safe and efficient conditions. 

As a former Soviet Union country, Azerbaijan experiences many problems, such as lack of 

integrated transport systems and infrastructures, aging transportation facilities, inadequate 

transport channels and so on. There are risks of decline in financial markets, decrease in 
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investment flow as a result of steep changes in oil prices, unstable currency exchange rates. 

All these factors are potential threats to development of transportation system in 

Azerbaijan. Moreover, rising importance of sustainable and environment-friendly 

industries, will make usage of some facilities and application of outmoded methods 

impossible in future. 

Military conflicts and political issues has negative impact on the development of 

all industries as well as transportation, Azerbaijan’s current situation in the region makes 

some undesirable results in terms of attracting investments, because low trust in security 

of the economy results in low investment rates and new entrepreneurship initiatives. 

Nagorno-Karabakh conflict between Armenia and Azerbaijan is beyond to recognize as a 

regional conflict, it is indeed a conflict in an international scale to which international 

players have different interests. Hence, the regional stability depends on not entirely 

Azerbaijan and Armenia, but Russia, the EU and the U.S. which can be interpreted as 

support or threat to gain any benefits if the status quo is not benefitial for one or two in 

future. 

The main source of income in the country is oil and gas sector, which makes the 

economy of the country more vulnerable. Because the natural resources are not endless and 

it will run out one day or the demand for the energy can mostly alter with green energy 

(solar, wind energy, etc). From this point of view, the development of non-oil industries 

and diffeversification of the economy is very important. This is a threat for whole part of 

the economy, including transportation system. However, as one of the key areas for the 

development of non-oil sector, transportation plays a vital role as an important factor in 

linking all the other industries of the economy. Taking the need for improving 

transportation in terms of overall economic growth and the existing potential into 

consideration, it should be set as one of the main goals to achieve important targets in this 

area. 

Energy-oriented resources in the Caspian Basin makes big powers to compete one 

another, such as Russia, Iran, the United States etc. Russia is a dominant and powerful 

country in the region and also has a significantly huge internal market. Iran is a 

neighbouring country with some historical and cultural ties as well. China, with its 

emerging and developing economy, its energy demand is increasing day by day, so China 

is following its policies related to the region as it is influenced by the political and economic 

relationships in the region. Being a geopolitical competition area, Caspian basin plays a 

determinant role in the interests of those big powers in the region. The USA and Russia 

competing each other in order to dominate the region. It is the obvious fact that the United 
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States has turned to the Caspian basin and Central Asia and gained significant power in 

this area of competition in terms of protecting its interests. The United States strives to play 

the most active role in the energy structuring in the region. While it is vital for the US 

energy strategy, Turkey, due to its historical and cultural view, wants to bring the various 

projects implementations to its area and to play an active role in the transportation of 

petroleum and natural gas lines. Due to favourable geographical position, Turkey plays a 

geopolitical and geostrategic role transmitting energy resources to the world market. This 

situation sometimes brings these countries makes some rivals among one another. 

  To conclude the threats to the development of transport system, various ongoing 

trends suggest a room for improvement and restructuring in geo-economic strategies and 

technologies. Such trends also trigger virtualization of capital (evasion of cash payments, 

the emergence of cryptocurrencies, etc.), the changing role of the government as a vital 

agent of economic activity, the ever-increasing publicity of the political elite and its 

increasingly open interaction with the people. For particularly Azerbaijan, these side 

effects may not be well-managed beforehand, so for a fair amount of time, government 

must engage in the modernization of all areas of production, because without advanced 

technologies it is impossible to achieve economic development. 

The table below depicts overall picture of SWOT analysis. While the strengths and 

the weaknesses gives the information about the internal factors, the opportunities and the 

threats represents internal factors such as impact of government, external relations, 

business environment etc. 

 

Table 4  SWOT Analysis 

Strengths Weaknesses 

Enormous potential for transport from Eastern countries to 

Western countries 

Possibility of using beneficial practices for international 

and national promotion of a new systems 

Gradual launch of innovative potential in the transport 

sector 

Formation of the integrated transport structure on the 

transcontinental scale 

Research development in the field of energy-efficient 

technologies in transport solutions 

Warfare relationships with Armenia 

Small and short term initiatives by state 

agencies  

Unfavorable cost structure of intermodal 

transports  

Decapitalization of infrastructure fragments 

Low level of use of R&D activities 

Insufficiency in qualification levels of workers 

Little interest from businesses for cooperation 

and  
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Large trade volume in the transport sector 

Demand for transport services, considering the export and 

import volume between Asia and Europe 

Financing the development of transport from the national 

and the European Union funds 

 

Lack of thorough activities associated with the 

promotion of intermodal transport 

Economic policies, tax rates and terms are not 

favorable to incentivize investment on 

transport system 

 

Opportunities Threats 

Geographical location and existence of seafront borders 

Development of new technologies  

International conventions and agreements in transport, 

harmonizing the rules for carriage and documentation  

Economic growth of the region and rising income level of 

the population 

Demographic potential: a large number of labor factor in 

the region 

Future standardization and innovation tendencies on a 

global scale 

Rising importance of sustainable and environment-friendly 

industries 

 

Growing importance of development of policies and 

strategies in the sector  

 

Lack of integrated transport systems and 

infrastructures 

Dependence of investment flows on the 

situation of oil sector 

Aging transportation facilities 

Capital intensity of new transport technologies  

Inadequate transport channels 

Probability of military conflicts on Nagorno 

Karabakh conlifct and its threat for political 

instability 
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CONCLUSION 

 

 As analysed through the thesis, Azerbaijan is moving towards becoming the main 

transport and communication corridor and unifying bridge in both the East-West and the 

North-South relations by using its favorable geographical and geoeconomic position. 

Azerbaijan's participation in the North-South transport corridor is considered as proof of 

the independent and forward-looking policy of this country. Thus, by joining the North-

South transport corridor, and many pipeline and railway projects, Azerbaijan has achieved 

significant gains in geopolitical and geoeconomic terms.  

 In addition to reinforcing its geoeconomic independence, Azerbaijan also 

participated in two gigantic transportation corridors and many pipeline projects, as well as 

having the chance to reach European and world markets via alternative transportation 

routes. As elaborated in the thesis, the use of its transit potential is still an important 

component of Azerbaijan's durable development strategy. Today, transit relations and 

foreign economic relations in Azerbaijan are carried out on more than one geopolitical axis. 

From these axes the followings can be summed up: 

- First and most importantly, pipelines through Georgia and Turkey, as well as 

roads, railways and sea transport pipelines through the Mediterranean Sea to 

Europe;  

- Secondly via Russia to the West and the Far East (this is a very long and 

economically unfavorable route) 

- Thirdly to the Near East and South Asian countries via Iran and the Persian 

Gulf; 

- The fourth is the route to Turkmenistan, Kazakhstan, Uzbekistan, China, Japan 

and other Southeast Asian countries (and vice versa). (Chufrin, 2001) 

Among them, the route, which operates at full capacity for the time being, is only 

in the East-West direction of the Transcaucasian corridor. Through this corridor Azerbaijan 

delivers natural gas and oil to Europe through Turkey and Georgia. Azerbaijan also 

organizes the transit and transport of oil and other transit cargoes sent to the West by air, 

road, rail and waterway.  

As elaborated through the Chapters, both domestic and international transportation 

roads and corridors and connecting communication lines are considered as living arteries. 

Because without these, even countries with rich natural resources cannot ensure their 

economic development and establish healthy economic and commercial relations with 

foreign countries. For this reason, structuring of transportation and transport systems at 
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international standards, ensuring their continuous operation, and controlling their impact 

on foreign trade are considered among the priority geoeconomic tasks all over the world. 

It is no coincidence that the ongoing international rivalry between the various geopolitical 

forces focuses not only on natural resources, but also on corridors, roads and means of 

transport, that is, transport and communication systems, that will transport these resources 

to world markets. This is the exact strategy that Azerbaijan has followed through the years 

after the declaration of independence.  

Considering the importance of geographical location in terms of transit, Azerbaijan 

an take huge benefits of international aid (TACIS, TRACECA, etc. within the framework 

of the European Union, World Bank, Islamic Development Bank, etc.) and the use of its 

own financial potential in all directions of transit roads and railways, sea ports, freight 

terminals and other units of the transportation infrastructure.  

Through the thesis, Azerbaijan’s potential for future geopolitics and geoeconomy 

in the region and its improvement of transport networks has been examined. However, 

nowadays, there are other tasks that Azerbaijan has to deal with in the field of integration 

policy of national and international transport networks which are as follows: 

 To make reforms in the transport sector to increase efficiency and competitiveness; 

 Enable state control in the transport sector; 

 To create a healthy competitive environment in the transportation services market 

and to improve the tariff system; 

 Carrying out projects for the harmonization of transport infrastructure in border 

regions with modern standards; 

 Arranging transport infrastructure and means parks according to modern standards; 

 To establish transport infrastructure in Baku and other cities at the level of modern 

standards; 

 Preparing projects for increasing the capacity of highways for the regulation of city 

traffic in Baku; 

 Fully meet the public transportation needs; 

 To continue the measures taken in order to use the transit potential more efficiently. 

(Chandler, 2000)  

Its favorable geographical position makes it inevitable that the highway network in 

Azerbaijan is brought to the level of international standards and the necessary measures 

are taken. The total length of the highways currently in use within the borders of the 

Republic of Azerbaijan is 25,021 kilometers. 4.577 kilometers of this is of national 

importance and the rest is of local importance. The establishment of a modern highway 
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network in accordance with international standards, the connection of highways to 

international roads, the regulation of traffic on the roads in general use in accordance 

with international standards and the use of automatic systems in this regulation 

constitute the main aspects of Azerbaijan's transport security policy.  

 The economic basis of the transport system's operation is the competition of 

independent operators. In Azerbaijan, the state has greatly taken the market as an operator. 

Whereas the development of the transport infrastructure envisages expanding the 

involvement of private investors.  and gradually privatize  of some transport infrastructure  

in line with the state policy. The state should actually leave the market graduallty as a key 

operator to alter itself with the independent operators. 

 All in all, at the crossroads of internationally important transportation and 

communication lines, Azerbaijan has identified the field of transportation and 

communication as one of the priorities of its development strategy and started to mobilize 

all opportunities to improve this field. This strategic geoeconomic line has also been the 

basis of Azerbaijan's multinational transport and communication policy.  
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