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Abstract

This study explores how Azerbaijan can move beyond a transit-based role and
enhance domestic economic value through a logistics-oriented hub model. Despite
remarkable growth in transit freight volumes and strengthened regional connectivity,
the economic benefits generated within the national economy remain limited. The
main objective of the research is to identify practical pathways for transforming
transit connectivity into value-added logistics outcomes.

The paper applies a qualitative and analytical research approach based on existing
data from official national sources, including transport and customs statistics,
academic literature, and international reports. A comparative perspective is
employed to examine Azerbaijan’s logistics practices in relation to selected
international experiences such as Singapore, Rotterdam, and Jebel Ali. The analysis
is structured around a conceptual framework integrating transit connectivity,
logistics upgrading, and value creation.

The research addresses key questions concerning why transit growth does not by
itself result in greater domestic value and which logistics functions are critical for
enhancing value capture. The results emphasize the importance of corridor-based
logistics hubs, multimodal coordination, inland terminals, customs digitalization,
cargo consolidation, value-added logistics services, aviation logistics specialization,
and stronger private sector participation for deeper integration of transport flows
within the domestic economy. This investigation contributes to the academic
literature on transit-based economies and offers policy-relevant insights for
Azerbaijan and other emerging transit countries.

Keywords: transit-based economy, logistics-oriented hub model, regional connectivity,
value creation, regional logistics hub.
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TRANZITDON KONAR: AZORBAYCANIN REGIONAL LOGISTIKA
MORKOZINO CEVRILMOSI UCUN STRATEGIYALAR

Ayboniz Hasimli

Miistaqil tadgiqatct
Xiilasa
Bu todqiqat Azorbaycanin tranzit morkozi yanasmasindan logistika osasli inkigaf
modelino keg¢id imkanlarini vo bunun daxili igtisadi doyerin artirilmasina tosirini
tohlil edir. Tranzit yiik dasimalarinin ohomiyyatli dorocodo artmasina vo regional
olagolorin giliclonmosino baxmayaraq, Olko iqtisadiyyatinda formalasan daxili
iqtisadi doyarlor holo do mohdud soviyyado galmaqgdadir. Todqgigatin osas maqsadi
Olkonin tranzit modelindon konara ¢ixaraq olave doyer yaradan regional logistika
morkozino ¢evrilmosi iiclin holledici ohomiyyot dasiyan praktik yanagmalari
miioyyon etmokdir.
Mogalods rosmi milli monbalordon olds edilmis mdvcud molumatlar osasinda
analitik aragdirmalar hoyata kecirilmisdir. Tohlil prosesinds noqliyyat vo gémriik
statistikas1t molumatlart ils yanasi, akademik adobiyyat vo beynoalxalq hesabatlardan
istifado edilmisdir. Miiqayisali yanagma c¢orcivasindo Azorbaycanin logistika
tocriibosi Singapur, Rotterdam vo Cabol Oli liman1 kimi se¢ilmis beynolxalq
niimunolorlo qarsilagdirilmigdir. Arasdirma tranzit olagelorinin genislondirilmasi,
logistika strukturunun modernlogdirilmasi vo slava doyer yaradilmasi anlayislarini
birlosdiron konseptual ¢orcivo osasinda aparilmisdir. Todqiqat ¢or¢ivesinds tranzit
dasimalariin 6zliiylindo daha yiiksok olavo doyor formalasdirmadigi, eloco do bu
doayaerin artirilmasi ti¢lin hansi logistika funksiyalarinin holledici rol oynaya bilacayi
tohlil edilmisdir.
Oldo olunan noticolor gostorir ki, regional dohliz modeli osasinda logistika
morkazlorinin formalasdirilmasi, multimodal koordinasiya mexanizmlarinin tatbiqi,
daxili terminallarin inkisafi, gomriik proseslorinin rogomsallagdiriimasinin tokmil-
logdirilmosi, yiik konsolidasiyast mexanizmlorinin totbiqi, olave doyor yaradan
logistika xidmatlorinin inkisafi, aviasiya logistikasinda ixtisaslagsma va 6zal sektorun
logistika faaliyystinds daha foaal istiraki naqgliyyat axinlarinin milli igtisadiyyata daha
dorindon inteqrasiyasinda miihiim rol oynayir. Aragdirma tranzit iqtisadiyyati izro
elmi odobiyyata tohfo vermoklo yanasi, Azorbaycan vo bu model osasinda
formalasan digor tranzit 6lkalar {iglin siyasat yoniimlii naticolor toqdim edir.

Acgar sozlar: tranzit igtisadiyyati, logistika asash inkisaf, naqliyyat axinlary, dayar
yaradilmasi, regional logistika markazi.
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3A IIPEJIEJIAMU TPAH3UTA: CTPATET'MA TPAHCO®OPMAILINU
A3EPBAVI’KAHA B PETHOHAJIBHBIN JIOTUCTUYECKHN XAB

Anbenus I'amuumnu

Hesasucumviii uccredosamens
Pesrome
B nanHOM uMCcnenoBaHMM aHATM3UPYETCs, KakUM o0pa3oM AsepOaiipkaH MOXKET
BBINTM 3a pAaMKW TPAaH3UTHOM MOJEIM M TIOBBICUTh YPOBEHb BHYTPEHHEU
HSKOHOMHYECKOM II€HHOCTH 3a CYeT JIOTMCTUYECKH OPUEHTHPOBAHHON XaOoBOM
Moznenu. HecMOTpss Ha CyIIECTBEHHBI pPOCT TPAH3UTHBIX TIPY30IOTOKOB U
YKPEIUICHHE PETHOHAIBHON TPAHCIIOPTHOM CBA3HOCTH, YKOHOMUYECKUE BBITOBI,
¢dopmupyeMble BHYTPH HALMOHAJIBHONH SKOHOMHUKH, TIO-TIPEKHEMY OCTAIOTCS
orpaHuyeHHbIMU. OCHOBHOM I1I€JIbIO MCCIIEAOBAHUS SIBISIETCS BBISBICHUE IPAKTU-
YeCKHX MEXaHM3MOB TpaHCc(OpMany TPAH3UTHOW CBSI3HOCTH B JIOTHCTHYECKHE
pe3yIbTaTHI C T00aBJICHHON CTOUMOCTHIO.
B pabote npuMensieTcsi KaueCTBEHHBIN U aHATUTHIECKUI HCCIIeIOBATEIbCKHIA TTOIXO/,
OCHOBAHHBIIl HA BTOPUYHBIX JAaHHBIX, TOJYYEHHbIX U3 O(QUIHATBHBIX HAIIMOHAIBHBIX
VCTOYHHKOB, BKJIIOYasi TPAHCIIOPTHYIO U TAMOXKEHHYIO CTaTHCTHKY, aKaJ€MHUYECKYIO
JUTEPATypy U MEXIyHapojaHble oT4eThl. CpaBHUTEIBHBIA MOAXO, UCIIONIB3YETCS IS
COMOCTABJICHUS] JIOTUCTUYECKON MpakTHKU AsepOaii/pkaHa C OTHEIbHBIMH MEXITy-
HapOJHBIMU NIpUMepamMu, TakuMu kak Cunraryp, Porrepaam u Jxebens Anu. Ananus
0azupyercss Ha KOHIENTYaJIbHONW MOJENH, OOBEIUHSIONEH TPaH3UTHYIO CBSI3HOCTD,
MO/IEPHU3ALINIO JIOTUCTUKH U CO3/1aHUE YKOHOMUYECKOHN LIEHHOCTH.
HccnenoBanue HanpaBiIeHO HA BBIABJICHHME KIFOYEBBIX NMPUYMH, 10 KOTOPBIM POCT
TPAH3UTHBIX MEPEBO30K caM MO ce0e He MPUBOJIUT K YBEJIWYECHUIO BHYTpEHHEH
N00aBIEHHONH CTOMMOCTH, a Tak)Ke Ha OIpeNeJeHUe JIOTUCTHMUYECKUX (YHKIMH,
UTpAIOIIMX pEeUIaoNlyl0 poib B ee (opmupoBanuu. IlodydeHHble pe3ynbTaThl
MOTYEPKUBAIOT 3HAYMMOCTb KOPHJIOPHBIX JIOTUCTHYECKUX XaOOB, MyJIbTHMOJIANIb-
HOM KOOpJMHAIINH, Pa3BUTHS BHYTPEHHUX TEPMHUHAJIOB, HU(POBU3AIMHI TAMOKEH-
HBIX MpOLENYp, KOHCOMUAAIMU TPY30B, JIOTUCTHUYECKUX YCIYT C J100aBIEHHOM
CTOMMOCTbBIO, CHENUAIN3allMd aBUAIMOHHOM JIOTMCTUKM U 0oJjiee aKTHUBHOTO
y4acTusi 4YacTHOTO CEKTopa JuIsi Oosee TIiIyOOKOW MHTErpanuu TpPaHCIOPTHBIX
MIOTOKOB B HAI[MOHAJIBHYIO JKOHOMHKY. PaboTa BHOCHT BKJIaJ B Hay4yHYIO
JUTEpaTypy MO TPAH3UTHBIM SKOHOMUKAM U (hOPMHUPYET MPAKTUKO-OPHEHTUPOBAH-
HbI€ BBIBOJbI, pPEJEBaHTHBIE U1 A3zepOaiipkaHa M Jpyrux (OPMHUPYIOIIUXCS
TPAH3UTHBIX CTPaH.
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Knwuesvie cnosa: mpaH3ummnast MO()eﬂb, JocucmuvecKku OpuerHmuposannas xabosast
MO()eﬂb, MPAHCNOpmHuas CBiA3HOCNIb, 000aesnenHas IKOHOMUUECKas
YEeHHOoCmb, peeuonaﬂbnblﬁ aozucmudeckuil xao.

Introduction

In recent years, global trade routes have undergone significant transformation due to
geopolitical tensions, supply chain disruptions, and the reconfiguration of Eurasian
connectivity. As a result, transport corridors linking Europe and Asia have gained
renewed strategic relevance. Countries located along these corridors increasingly seek
not only to facilitate transit flows but also to derive greater economic value from them.

Within this evolving context, Azerbaijan has strengthened its position in regional
transit networks, particularly along the Middle Corridor. Located at the intersection
of East-West and North—South routes, the country has invested heavily in
multimodal transport infrastructure, including railways, the Port of Baku,
international airports, and modern transfer facilities. However, growing competition
among corridor economies means that transit capacity alone is no longer sufficient.
Sustainable gains depend on the ability to develop advanced logistics functions and
retain a larger share of value within the domestic economy.

The prospective opening of the Zangezur corridor further increases the urgency of
this transformation by enhancing regional connectivity and expanding transit
potential. Yet international experience shows that infrastructure development by
itself does not automatically generate long-term economic benefits. Countries that
successfully move beyond simple transit functions and develop logistics-based
services—such as consolidation, warehousing, processing, and re-export—are better
positioned to diversify their economies and generate employment.

Although Azerbaijan has made progress toward a logistics-oriented model through
the development of ports, airports, and free economic zones, the overall economic
impact of these initiatives remains below its strategic potential. The key challenge,
therefore, lies not in expanding transit volumes, but in converting existing
connectivity into a value-generating logistics system.

This study examines how Azerbaijan can facilitate this transition. Based on the
conceptual framework of transit — logistics upgrading — value creation, the article
explores how transport integration can be converted into sustainable economic
benefits. By focusing on structural, institutional and strategic factors, the study aims
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to identify practical pathways for developing Azerbaijan’s role as a regional logistics
hub within the evolving Eurasian transport system.

Theoretical Background and International Experience

To better understand the concept of transit and logistics-based development, it is
useful to review the main theoretical approaches in the literature. Based on the early
trade and regional integration studies by Balassa (1965), countries located along
global trade routes can benefit economically from expanded cross-border flows.
Building on this idea, later transport economics literature explains the concept of a
transit economy as a system in which national income is mainly generated through
the movement of goods and services across region rather than through domestic
production [1, p. 99-123].

According to Rodrigue (2020), transit-based economies largely count on transport
services, corridor accessibility, and basic handling operations. While such activities
intensify regional connectivity, they tend to generate limited domestic value, rather
than enhance it [2]. In the same way, Hesse and Rodrigue (2004) emphasize that
transit-based systems often demonstrate weak linkages with local industries, which
restricts impact on employment and technological upgrading [3, p. 171-184].

From a theoretical perspective, transit economies are viewed as an initial stage of
integration into international trade networks. As argued by UNESCAP (2019), long-
term development requires moving beyond simple transit toward more advanced
logistics and service-based functions that enable countries to keep a higher share of
trade-related value [4].

The logistics-based development model expands traditional transit-oriented
approaches by highlighting value creation rather than physical movement alone. Based
on OECD (2018), logistics systems contribute to economic growth when they support
efficient coordination between transport, production, and trade activities. This model
emphasizes the importance of services such as warehousing, processing, packaging,
cargo consolidation, and distribution in improving domestic economic returns [5].

According to port and logistics development studies, Notteboom and Rodrigue
(2005) argue that logistics platforms develop into key drivers of economic growth
when they are integrated with industrial zones and regional supply chains. In this
framework, logistics infrastructure serves as part of a wider ecosystem that includes
digitalization, institutional quality, and private sector participation [6, p. 297-313].
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Moreover, the World Bank’s logistics research suggests that enhanced logistics

performance strengthens national competitiveness by reducing trade costs and

improving reliability (World Bank, 2023). From this point of view, logistics-based

development is not limited to infrastructure investment but requires coordinated

improvements across regulation, customs, and service markets. Therefore, countries

that adopt logistics-based development strategies are more likely to achieve
economic diversification and sustainable growth [7].

The hub-and-spoke system is widely discussed in transport geography as an efficient
structure for organizing cargo flows. Based on Rodrigue (2020), it relies on
concentrating cargo in central hubs connected to smaller nodes through feeder routes,
enabling route optimization and cost reduction [2]. Studies by Hesse and Rodrigue
(2004) similarly show that such concentration attracts complementary services and
strengthens the economic role of logistics hubs [3, p. 171-184].

Taken together, these theoretical perspectives emphasize that transit expansion alone
does not ensure economic upgrading. Rather, coordinated logistics functions and
institutional quality are decisive for value creation.

Singapore represents a leading example of logistics-based development, consistently
ranking among the top performers in global logistics efficiency (World Bank, 2023).
By transforming limited geographic space into a value-added logistics and services
platform, Singapore demonstrates how institutional capacity, digitalization, and long-
term strategic planning can convert transit flows into sustainable economic returns [7].

Dubai’s logistics development is based on the integration of Jebel Ali Port with its
surrounding free zone, combining port operations with industrial and commercial
activities. This coordinated structure reduced transaction costs and accelerated re-
export processes, allowing Dubai to emerge as a strategic logistics hub linking Asia,
Europe, and Africa (World Bank, 2023) [7].

The Netherlands represents a mature model of logistics upgrading centered on the
Rotterdam port ecosystem. Through the integration of inland waterways, rail
systems, logistics centers, and digital coordination platforms, the Dutch system
supports efficient cargo distribution and value-added activities such as processing
and packaging. This integrated approach strengthened linkages between transport
infrastructure and industry, positioning logistics as a key driver of national economic
development (OECD, 2018) [5].
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Kazakhstan provides a relevant example for transit-oriented economies seeking

logistics upgrading. After initially prioritizing corridor development, the country

expanded its strategy toward dry ports, inland logistics centers, and multimodal

facilities along the China—Europe routes (ADB, 2021). This shift illustrates how

landlocked transit states can move beyond corridor-based flows toward broader
logistics and service-oriented development [8].

While logistics hub development and transit-based growth models have been widely
examined in transport and regional development literature, most studies concentrate
on established global logistics hubs or large-scale national logistics strategies. Far
less attention has been devoted to medium-sized transit economies seeking to convert
corridor-based connectivity into structured domestic value creation.

Existing research often treats transit expansion and logistics upgrading as parallel
processes rather than analytically interconnected stages. In particular, the systematic
linkage between transit volume growth, functional logistics upgrading, and domestic
value retention remains insufficiently conceptualized for emerging corridor
economies. Within this context, Azerbaijan has largely been examined from the
perspective of infrastructure investment and transit potential, while the structural
conditions required for logistics-based transformation have received limited analytical
focus. In addition, emerging regional connectivity dynamics, including the prospective
Zangezur corridor, introduce structural factors that remain underexplored in relation
to logistics upgrading in medium-sized corridor economies.

This study addresses this gap by applying an integrated analytical framework that
connects transit capacity, logistics upgrading, and value creation within a single
structural perspective. By grounding the analysis in Azerbaijan’s institutional and
geographic context, the research contributes to a clearer understanding of how
corridor economies can move beyond transit dependency toward sustainable
logistics-based development. The findings provide both conceptual clarification and
policy-oriented guidance for similar emerging transit systems.

Metodology

To address the research problem, this study applies a qualitative and analytical
research approach. The following section outlines the methodology used to examine
how Azerbaijan can move from a transit-based role toward logistics-based
development. The methodology focuses on identifying strategies that support
advanced logistics functions and greater economic value creation.
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The analysis relies on secondary data obtained from official and publicly available

sources, including the State Statistical Committee of the Republic of Azerbaijan, the

Azerbaijan Transit Council, the State Customs Committee of the Republic of

Azerbaijan, the Port of Baku, Azerbaijan Railways, and Heydar Aliyev International

Airport. Relevant international reports, policy documents, and academic literature
are also reviewed to strengthen the analytical framework.

A comparative analysis is used to examine recent transport trends and to relate
Azerbaijan’s logistics practice to international experiences. Based on this analysis,
the study develops a conceptual framework linking transit connectivity, logistics
upgrading, and value creation.

Azerbaijan’s Current Logistics Characteristics & Constraints

The expansion of logistics infrastructure has become a key element of Azerbaijan’s
economic modernization strategy. Recent investment policies have prioritized
logistics centers to enhance cargo handling, storage, and distribution efficiency,
while strengthening the country’s integration into regional and international
transport corridors, particularly the Middle Corridor and the North—South Transport
Corridor. Within this evolving framework, Azerbaijan’s logistics system is
structured around several key logistics centers and multimodal nodes that support
both corridor-based transit and domestic distribution functions.

Port of Baku (Alat)

The Port of Baku, situated in Alat, represents the central node of Azerbaijan’s
maritime logistics system and one of the most significant transport hubs in the
Caspian basin. The port’s operational structure is designed around multimodal
integration, linking maritime transport with rail and road networks. Modern cargo
handling technologies and warehousing facilities enable the efficient processing of
various freight categories. Owing to its strategic position along the Middle Corridor,
the port plays a vital role in facilitating trade flows between Europe, Central Asia,
and China, thereby contributing to Azerbaijan’s corridor-based logistics capacity [9].

Absheron Logistics Center

Located near Baku, the Absheron Logistics Center supports both domestic and cross-
border trade operations through diversified storage and cargo management services.
The facility includes specialized warehousing solutions, including temperature-
regulated storage environments, which are particularly relevant for sensitive goods.
Beyond basic storage functions, the center provides complementary logistics
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services such as cargo consolidation, packaging, and labeling. Its proximity to key

transport infrastructure, including major highways and the Port of Baku, enhances
operational connectivity within national and international supply chains [9].

Garadagh Logistics Center

The Garadagh Logistics Center occupies a strategically important position within
Azerbaijan’s logistics network due to its location along major transport routes. The
center is equipped with modern storage and refrigeration facilities, supporting the
handling of agricultural products as well as industrial cargo. By accommodating both
domestic distribution needs and export-oriented flows, the facility contributes to
improving logistical efficiency and supply chain reliability [9].

Sumgayit Logistics Center

Positioned within the industrial city of Sumgayit, this logistics center primarily
serves manufacturing and industrial activities concentrated in the region. The design
of its warehousing and cargo handling infrastructure reflects the requirements of
industrial producers and exporters. As part of the broader Baku—Sumgayit economic
corridor, the center performs an important role in facilitating the movement and
distribution of industrial goods [9].

Ganja Logistics Center

The Ganja Logistics Center enhances cargo distribution capabilities across
Azerbaijan’s western regions. Integrated with major East-West and North—South
transport routes, the facility supports regional trade flows and domestic logistics
activities. The center’s warehousing and handling functions contribute to improving
logistical accessibility for industries operating outside the Absheron region [9].

Astara Logistics Terminal

Situated at Azerbaijan’s southern border with Iran, the Astara Logistics Terminal
functions as a key logistics interface within the North—South Transport Corridor. The
terminal integrates rail connectivity with freight handling facilities designed for both
containerized and bulk cargo. Its geographic position supports trade exchanges
linking Azerbaijan with Iran, Russia, and South Asian markets, thereby
strengthening cross-border logistics operations [9].

Emerging Logistics Zones (Khachmaz and Yeviakh)

In recent years, particularly since 2024, the logistics zones in Khachmaz and Yevlakh
have gained increasing relevance within Azerbaijan’s inland logistics network.
These facilities support regional cargo flows, agricultural supply chains, and
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industrial activities, while contributing to broader efforts aimed at strengthening
territorial logistics integration.

The Khachmaz logistics zone, located in northern Azerbaijan, is primarily oriented
toward agricultural and processing logistics, with particular significance for
perishable goods. The presence of logistics service providers, including rail-
connected operators, enhances freight transportation access and improves connecti-
vity for regional businesses.

The Yevlakh logistics zone, situated in central Azerbaijan, performs an important
distribution and consolidation function within the national logistics system. Its
infrastructure supports agricultural logistics and cold storage services, while ongoing
upgrades seek to improve rail connectivity and operational efficiency. Collectively,
these zones contribute to the gradual expansion of inland logistics capabilities and
regional trade facilitation [9].

Baku—Tbilisi—Kars Railway Corridor

The Baku-Thbilisi—-Kars (BTK) railway represents a key element of Azerbaijan’s
land-based transport and logistics network, providing a direct connection between
the South Caucasus, Turkey, and European markets. As an important link within the
Middle Corridor, the railway supports long-distance cargo transportation and
strengthens regional freight integration.

The strategic value of the corridor is reflected in its ability to facilitate rail transit
flows, improve transport efficiency across Eurasian routes, and support the
development of multimodal logistics chains. By expanding Azerbaijan’s rail
transport capacity, the BTK railway plays a significant role in enhancing corridor
connectivity and regional trade opportunities [10].

Heydar Aliyev International Airport (Baku)

Heydar Aliyev International Airport functions as Azerbaijan’s main aviation
logistics node, supporting international air freight activities and facilitating cross-
border cargo flows. Owing to its strategic location near Baku, the airport provides
specialized cargo handling services, particularly for high-value and time-sensitive
shipments.

Within Azerbaijan’s multimodal transport framework, the airport enhances logistical
flexibility by complementing maritime, rail, and road transport operations. Its
operational capabilities contribute to the expansion and diversification of national
logistics services, especially for cargo segments requiring speed and reliability [11].
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Despite the presence of multiple logistics centers and modern transport nodes,

Azerbaijan has not yet fully achieved the characteristics of a regional logistics hub

comparable to more mature logistics systems. This gap can be explained by several
structural and functional constraints:

* Cargo Structure and Scale — The scale and composition of cargo flows remain a
critical determinant of hub formation. Although Azerbaijan experiences growing
transit volumes, the concentration and stability of large-scale cargo flows required
for higher-tier hub functions remain comparatively limited.

» Limited Value-Added Logistics Activities — Logistics hubs typically generate
economic strength from value-added service clusters. In Azerbaijan, logistics
operations are still predominantly associated with transportation and basic handling
functions, while higher-value logistics services remain less developed.

* Inland Logistics Ecosystem Constraints — The spatial expansion of inland
logistics ecosystems remains an important challenge. As a result, logistics activities
in Azerbaijan remain heavily centralized around the Absheron economic region,
particularly in proximity to Baku and Alat. International experience indicates that
successful logistics hubs are supported by diversified inland terminals and
distribution platforms, which are still evolving in Azerbaijan.

* Institutional and Procedural Factors — Beyond infrastructure, logistics
performance is strongly influenced by institutional efficiency. Procedural
predictability, customs coordination, and regulatory harmonization remain decisive
factors affecting logistics competitiveness.

* Regional Competition Pressures — Azerbaijan operates within a competitive
corridor environment where multiple countries seek to attract transit and logistics
functions. The presence of established logistics gateways across neighboring regions
including Turkey, Georgia and Kazakhstan, intensifies competitive pressures for
cargo capture and service specialization.

» Limited Private Sector Participation in Logistics Services — While substantial
public investments have strengthened core transport infrastructure and connectivity,
the participation of private operators in higher-value logistics segments remains
relatively modest. This market-level gap constrains service diversification and limits
the formation of a fully competitive logistics ecosystem required for hub-level
development.

The constraints discussed above indicate that Azerbaijan’s logistics system still faces
structural limitations that restrict the full realization of logistics-based value creation.
Addressing these challenges requires a strategic shift from infrastructure expansion
toward functional upgrading and value-added logistics development.
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Strategic Pathways for Logistics-Based Value Creation

Azerbaijan has developed a multi-modal transport system and strengthened its role
in regional connectivity through investments in ports, railways, road networks,
logistics facilities, and aviation infrastructure. Transit freight volumes have grown
markedly in recent years, particularly along surface transport corridors. According
to official data from the Azerbaijan Transit Council, transit cargo increased from
about 5,723 thousand tons in 2019 to 11,930 thousand tons in 2022, and reached
14,549 thousand tons in 2024 [12].

These figures primarily reflect rail, road, and maritime transit flows. However, air
freight also represents an increasingly relevant component of Azerbaijan’s logistics
system, especially for time-sensitive and high-value cargo. Air freight statistics are
typically reported under separate aviation and customs classifications due to
differences in cargo characteristics, measurement frameworks, and operational
structures. Consequently, air cargo volumes are not directly aggregated within
corridor-based transit indicators.

The upward trend in transit cargo volumes is illustrated in Figure 1:
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Figure 1. Transit cargo volumes in Azerbaijan, 2019-2024 (thousand tons)
Source: Azerbaijan Transit Council (transit.gov.az)

Figure 1 indicates a significant increase in transit cargo volumes in Azerbaijan over
the selected years. Transit cargo rose noticeably from 2019 to 2022 and steadily grew
in 2024, reflecting the evolution of regional transport activity. This upward trend
demonstrates that Azerbaijan’s transit role has expanded in recent years.
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According to transport sector data from Azerbaijan Railways, the country’s rail

network moved over 18.5 million tons of cargo in 2024, with approximately 7.3

million tons carried through transit services, reflecting continued growth in rail
freight activity along international corridors [13].

Based on transport sector analysis from the State Customs Committee of the
Republic of Azerbaijan, road freight volumes continued to grow in 2024, reaching
approximately 5.38 million tons, compared with nearly 4.93 million tons in 2023.
This trend indicates a strong reliance on road transportation within the logistics
system [14].

Table 1 presents recent trends in freight transportation in Azerbaijan over the period
2022-2024, with a particular focus on dominant rail and road transit flows.

Table 1. Freight transportation by rail and road in Azerbaijan, million tons (2022-2024)

Mode of transport 2022 2023 2024
Rail transport approx. 16.7 approx. 17.4 over 18.5
Road transport approx. 4.6 approx. 4.9 approx. 5.4

Source: Compiled by the author based on data from Azerbaijan Railways (corp.ady.az) and official
transport statistics reported by the State Customs Committee of the Republic of Azerbaijan and
sectoral publications.

Table 1 illustrates a steady growth in freight volumes for both rail and road transport
over the observed period. Rail transport showed stronger growth, indicating its
expanding role in global transit corridors. Simultaneously, the ongoing increase of
road freight points to persistent dependence on road-based logistics services.

Maritime transport also plays a complementary role in Azerbaijan’s freight system,
which is largely concentrated at the Port of Baku. According to official port statistics,
the port handled approximately 7.6 million tons of freight in 2024, reflecting
consistent shipping activity in the Caspian Sea. Although port efficiency data are not
fully comparable with national freight statistics, they provide essential insight into
the capacity of maritime logistics along the Middle Corridor [15].

Similarly, due to differences in measurement frameworks, cargo structure, reporting
standards, and the predominance of high-value, low-volume shipments, air cargo
volumes are not directly comparable with rail and road freight indicators. At the same
time, air cargo transportation in Azerbaijan has exhibited noticeable dynamics in recent
years. The continued expansion of international airports has strengthened the country’s
air freight capacity and enhanced its integration into global logistics networks.
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According to data from the State Customs Committee of Azerbaijan, international air

cargo transportation reached approximately 79,200 tons in 2024, with a total declared
value of about $5.55 billion, compared with approximately $3.6 billion in 2023 [14].

Within Azerbaijan’s multimodal transport structure, aviation logistics performs an
important complementary function by enabling faster cargo movement, supporting
specialized supply chains, and facilitating cross-border trade operations. Although
air freight volumes remain relatively small compared with rail and road transport, air
connectivity contributes to the diversification and adaptive capacity of the national
logistics system.

Since freight volumes across transport modes are presented using different
measurement approaches, a percentage-based comparison provides a more
transparent view of the relative importance of maritime and land-based transport.
Based on the official data from the State Statistical Committee of the Republic of
Azerbaijan (2025), freight carried through the country’s transport corridors in 2024
was distributed across modes, with rail accounting for about 46.0%, road for 30.3%
and maritime for 23.7% of total cargo movements [16].

Figure 2 presents the modal distribution of freight transported through Azerbaijan’s
transport corridors in 2024, providing insight into the relative structure of corridor-
based cargo flows.

23.7%

30.3%

= Rail Road Maritime

Figure 2. Modal distribution of corridor freight transport in Azerbaijan, 2024 (%)

Source: State Statistical Committee of the Republic of Azerbaijan (stat.gov.az).
Note: Air cargo is excluded because aviation freight data are reported under separate statistical
classifications and are not captured within corridor-based freight datasets.

Figure 2 indicates that rail transport accounted for the largest share of freight
movements through Azerbaijan’s transport corridors in 2024, while road and
maritime transport remain less dominant. This highlights the continuing importance
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of multimodal connectivity in the country’s logistics system and the opportunity for
upgrading non-road modes for future value creation.

In addition, TRACECA and global monitoring reports estimate that several million
tons of freight move along the wider corridor each year, indicating Azerbaijan’s
crucial position within Eurasian transport flows [17]. However, existing stable transit
activity alone does not automatically result in higher domestic economic value,
highlighting the need for targeted logistics-based development strategies.

Building on the structural constraints identified in the previous section, the strategic
pathways for transforming Azerbaijan into a regional logistics hub are formulated in
direct response to these limitations. Each pathway addresses a specific systemic
limitation within Azerbaijan’s logistics framework.

The identified structural constraints, strategic pathways, and their anticipated
outcomes are conceptually illustrated in Figure 3:

Structural constraints Strategic pathways Expected
outcomes
s ™
Limited cargo scale — Cargo consolidation hubs  |— Increased value capture
p vy
s N e ™
Logistics service . P T
- . Service diversification
Low value-added logistics = el =
. S A vy
s ™\
Inland dry port Territorial logistics
Regional centralization — development balance
e N A
e . L Digitalization & customs T e T
Institutional inefficiencies |=— integration —
S
r ™\ ™ n
Intensified regional Targeted market Stronger competitive
competition ’ specialization = position
A vy
4 ™\
Limited private sector Public—private Dynamic logistics
engagement — partnerships ’ ecosystem
A vy

Figure 3. Conceptual framework for transforming Azerbaijan into a regional
logistics hub
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Source: Developed by the author.

As illustrated in Figure 3, becoming a regional logistics hub requires addressing
several connected structural constraints through specific strategic actions. The
following section explains each constraint and its corresponding strategic pathway
in more detail.

1. Limited cargo scale — Although transit volumes have increased in Azerbaijan,
cargo movements remain fragmented and highly dependent on corridor-specific
dynamics. The absence of consistent, large-volume cargo streams limits the
formation of a stable logistics base required for hub-level operations.

One practical way to address this constraint is the development of structured cargo
consolidation mechanisms. By consolidating smaller shipments into full container or
full truck loads at the Port of Baku and inland logistics centers such as Ganja or
Yevlakh, less-than-container-load (LCL) cargo from different suppliers can be
combined into larger and more cost-efficient shipments. The prospective opening of
the Zangezur corridor could further increase cargo flows and enhance consolidation
potential within Azerbaijan’s territory.

By increasing load factors and reducing fragmented dispatch, consolidation would
lower transport costs per unit, improve transit efficiency, and enhance corridor
reliability. More importantly, it would increase cargo density within Azerbaijan,
allowing the country to move from dispersed transit flows toward more coordinated
cargo management. This would strengthen Azerbaijan’s position within the Middle
Corridor by improving cost competitiveness and shipment predictability.

2. Low value-added logistics - Despite significant investments in transport
infrastructure, logistics operations in Azerbaijan remain largely focused on transit
and basic cargo handling. Although facilities at the Port of Baku provide storage and
transfer services, higher value-added activities such as bonded warehousing,
packaging, light processing, and re-export remain limited in scope. As a result, a
substantial portion of transit cargo generates limited domestic economic value.

To address this constraint, greater emphasis should be placed on expanding value-
added logistics activities within the Alat Free Economic Zone (AFEZ), located near
the Port of Baku. Allocating additional land for multimodal logistics parks and
providing targeted incentives for bonded storage, packaging, and re-export services
would encourage cargo processing before further transport. Linking AFEZ
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operations with nearby industrial centers such as Sumgayit could further strengthen
production-logistics integration.

Strengthening value-added functions within AFEZ would increase domestic value
retention from transit flows and support Azerbaijan’s gradual shift toward a logistics-
based, value-generating economic model.

3. Regional centralization — Logistics activities in Azerbaijan remain heavily
concentrated in the Absheron economic region, particularly around Baku and Alat.
While this concentration has supported operational efficiency at the national level, it
has limited the development of a balanced inland logistics network. Regional centers
such as Ganja, Yevlakh, and Khachmaz currently play a supporting role rather than
functioning as fully developed logistics nodes.

To address this constraint, greater investment should be directed toward
strengthening inland logistics centers and improving their integration with national
rail and road corridors. Expanding dry port functions in Ganja and Yevlakh, along
with enhancing rail connectivity to the Baku—Tbilisi—Kars corridor, would help
redistribute logistics activity beyond the Absheron region. In addition, promoting
agro-logistics clusters in regions such as Ganja and Khachmaz, as well as
strengthening industrial-logistics linkages with the Sumgayit industrial zone, would
support more regionally diversified cargo flows. Improved connectivity between
mainland Azerbaijan and Nakhchivan through the prospective corridor could further
contribute to a more balanced territorial logistics structure.

A more geographically balanced logistics structure would improve cargo distribution
efficiency, reduce pressure on Absheron-based infrastructure, and enhance the
overall resilience of Azerbaijan’s logistics system.

4. Institutional inefficiencies - Despite recent improvements in border management,
institutional and procedural challenges continue to affect transit predictability in
Azerbaijan. Modern TIR parks have been established near key checkpoints such as
Sadarak, Samur, Astara, and Bilasuvar, and electronic queue systems have improved
traffic organization. However, coordination between customs authorities, transport
agencies, and logistics operators remains only partially integrated, which can lead to
delays and administrative inefficiencies.

To strengthen institutional performance, greater digital integration across border
checkpoints, the Port of Baku, and inland logistics centers is required. The
introduction of an integrated Single Window customs platform, combined with
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electronic pre-arrival declaration systems and real-time cargo tracking between
terminals, would reduce clearance time and improve information transparency.
Improved procedural coordination and digital interoperability would enhance
corridor reliability and strengthen Azerbaijan’s reputation as a predictable logistics
partner.

5. Intensified regional competition - Azerbaijan operates within a highly competitive
regional environment where neighboring countries such as Turkey, Georgia, and
Kazakhstan are actively expanding their logistics infrastructure and corridor
connectivity. These countries seek to attract transit cargo and position themselves as
key nodes along Eurasian transport routes. As a result, Azerbaijan faces increasing
pressure to differentiate its logistics offering rather than competing solely on transit
capacity.

To respond to this competitive landscape, Azerbaijan should pursue targeted market
specialization. In particular, Heydar Aliyev International Airport could be positioned
as a regional hub for high-value and time-sensitive cargo segments such as
pharmaceuticals, electronics, and express shipments. Focusing on selected cargo
categories would allow Azerbaijan to develop a focused specialization instead of
competing across all freight segments. Strategic specialization would strengthen
Azerbaijan’s competitive positioning within regional transport networks and
enhance its role in selected high-value logistics chains.

6. Limited private sector engagement — While substantial public investment has
strengthened transport infrastructure and corridor connectivity, private sector
participation in higher-value logistics services remains relatively modest. The
domestic market for third-party logistics providers, specialized freight operators, and
integrated supply chain services is still developing, limiting service diversification
and innovation.

To address this constraint, stronger incentives for private logistics firms should be
introduced, including tax concessions, reduced customs-related administrative costs,
and preferential land allocation within zones such as the Alat Free Economic Zone.
Expanding public—private partnership (PPP) mechanisms in logistics park manage-
ment and bonded warehousing operations would further stimulate market entry. In
parallel, targeted workforce development programs in logistics management, supply
chain analytics, and customs operations should be implemented to improve labor
market readiness.
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Greater private sector engagement, supported by fiscal incentives and skilled
workforce development, would expand service capacity, generate employment
opportunities, reduce regional unemployment imbalances, and contribute to the
formation of a more competitive and diversified logistics ecosystem in Azerbaijan.
Taken together, these strategic directions highlight that Azerbaijan’s transition
toward a regional logistics hub requires not only infrastructure expansion, but also
structural, institutional, and market-level adjustments. Addressing cargo scale,
value-added depth, regional balance, procedural efficiency, competitive positioning,
and private sector engagement in an integrated manner is essential for achieving
sustainable logistics transformation.

Conclusion

Azerbaijan stands at a strategic turning point in its logistics development. While
substantial investments in transport infrastructure have strengthened the country’s
transit capacity, the current model remains predominantly corridor-based and transit-
oriented. Infrastructure expansion alone is insufficient to ensure sustainable
economic gains from growing Eurasian trade flows.

This study demonstrates that the transition toward a regional logistics hub requires a
structural shift across six interconnected dimensions: cargo scale, value-added
logistics depth, regional balance, institutional efficiency, competitive specialization,
and private sector participation. Without coordinated progress in these areas,
Azerbaijan risks remaining a transit passage rather than evolving into a value-
generating logistics platform.

The findings suggest that priority should be given to strengthening cargo
consolidation at the Port of Baku and inland centers, expanding value-added
activities within the Alat Free Economic Zone, reducing regional concentration
through inland logistics development, deepening digital customs integration, and
promoting aviation-based specialization in high-value cargo segments. At the same
time, fiscal incentives and public—private partnerships are essential to stimulate
private logistics markets and generate employment.

The originality of this research lies in linking transit capacity with logistics
upgrading and value creation within the specific institutional and geographic context
of Azerbaijan. By integrating infrastructure, institutional reform, and market-based
strategies into a unified framework, the study provides a structured roadmap for
transforming corridor connectivity into sustainable economic value.
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Ultimately, Azerbaijan’s ability to convert transit flows into coordinated, value-
based logistics functions will determine whether the country emerges as a regional
logistics hub or remains dependent on transit volatility. Strategic consistency,
institutional coordination, and targeted specialization will be decisive for long-term
logistics transformation.
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