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 The economic partnership between Azerbaijan and Turkey has evolved into a 

comprehensive strategic alliance that significantly contributes to regional economic 

development, energy security, and international connectivity. Rooted in strong historical, 

cultural, and political ties, bilateral cooperation has expanded beyond traditional trade to 

encompass energy, investment, transportation, industry, digital transformation, and 

infrastructure development. This paper examines the modern development trends of 

Azerbaijani-Turkish economic cooperation, highlighting the continuous growth of bilateral 

trade, large-scale investments, and landmark energy projects such as the Baku–Tbilisi–

Ceyhan (BTC) oil pipeline and the Trans-Anatolian Natural Gas Pipeline (TANAP). The 

study further explores collaboration in logistics, the Middle Corridor, post-conflict 

reconstruction, industrial production, renewable energy, and digital innovation. It also 

discusses the opportunities arising from regional integration initiatives and identifies key 

challenges, including global economic uncertainty, geopolitical tensions, export 

diversification, and the need for technological advancement. The paper concludes that the 

complementary economic structures, strategic geographic positions, and strong 

institutional cooperation between Azerbaijan and Turkey provide a solid foundation for 

deeper economic integration and sustainable long-term growth, benefiting both countries 

and enhancing regional stability across Eurasia. 
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1. Introduction 

The economic partnership between Azerbaijan and Turkey represents one of the most successful examples of strategic cooperation 

in the South Caucasus and the broader Eurasian region. Based on shared historical, cultural, linguistic, and political ties, bilateral 

economic relations have developed into a comprehensive strategic alliance covering trade, energy, transport, industry, investment, 

digital transformation, and regional infrastructure. The principle of "One nation, two states" has served as the ideological foundation 

of this cooperation, while mutually beneficial economic interests have transformed it into a long-term strategic partnership. In recent 

years, global geopolitical changes, regional integration initiatives, post-conflict reconstruction in Azerbaijan, and the diversification 

of energy markets have further strengthened economic cooperation between the two countries. As a result, Azerbaijani-Turkish 

relations have become increasingly important not only for the economic development of both states but also for regional stability 

and international connectivity [5]. 

One of the most remarkable development trends is the continuous expansion of bilateral trade. Turkey has consistently remained 

among Azerbaijan's largest trading partners, while Azerbaijan has become one of Turkey's most important economic partners in the 

Caucasus. The preferential trade agreement between the two countries has facilitated greater market access, reduced tariff barriers, 

and encouraged diversification of traded goods. Although energy products continue to dominate Azerbaijan's exports to Turkey, 

recent years have witnessed increasing exports of agricultural products, construction materials, chemicals, aluminum products, and 

processed food. Conversely, Turkish exports to Azerbaijan include machinery, vehicles, household appliances, textiles, 

pharmaceuticals, and industrial equipment. Governments of both countries have repeatedly expressed their commitment to 

substantially increasing bilateral trade through institutional cooperation, investment incentives, and simplified customs procedures.  

Energy cooperation remains the cornerstone of Azerbaijani-Turkish economic relations. Azerbaijan possesses significant oil and 

natural gas reserves, while Turkey occupies a strategic geographical position connecting the Caspian region with European energy 

markets. This complementary relationship has resulted in several globally important infrastructure projects. The Baku-Tbilisi-

Ceyhan (BTC) oil pipeline and the Trans-Anatolian Natural Gas Pipeline (TANAP) have significantly strengthened regional energy 

security while enhancing the geopolitical importance of both countries. TANAP, as the central component of the Southern Gas 

Corridor, enables Azerbaijani natural gas to reach European consumers through Turkish territory, reducing Europe's dependence on 

limited energy suppliers and promoting diversification of supply sources [3]. 

Moreover, cooperation has expanded beyond traditional hydrocarbons toward renewable energy and electricity transmission. Both 

governments are increasingly emphasizing green energy investments, particularly in solar and wind power generation in Azerbaijan's 

liberated territories and the transmission of renewable electricity through regional corridors. Recent initiatives to establish an 

electricity corridor modeled after TANAP demonstrate the evolution of bilateral cooperation toward sustainable energy systems and 

regional energy integration.  
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Investment cooperation has become another defining feature of bilateral economic relations. Azerbaijani investments in Turkey, 

particularly through the State Oil Company of Azerbaijan Republic (SOCAR), have reached billions of dollars, making Azerbaijan 

one of Turkey's leading foreign investors. SOCAR's investments in the STAR Refinery, PETKİM petrochemical complex, and 

energy distribution networks have strengthened Turkey's industrial base while creating significant employment opportunities. 

Likewise, Turkish investors have actively participated in Azerbaijan's construction, banking, telecommunications, manufacturing, 

retail, tourism, and education sectors. Thousands of Turkish companies currently operate in Azerbaijan, contributing to technology 

transfer, employment generation, and entrepreneurial development. Mutual investments have fostered economic interdependence 

and reduced business risks through diversified commercial cooperation [7].  

Transportation and logistics have emerged as rapidly developing areas of cooperation. Azerbaijan and Turkey jointly support the 

development of the Middle Corridor, an alternative Eurasian transport route connecting China, Central Asia, the Caucasus, and 

Europe. The Baku-Tbilisi-Kars railway represents one of the most successful examples of regional infrastructure integration, 

reducing transportation time between Asia and Europe while increasing freight capacity. Simultaneously, modernization of ports, 

customs systems, logistics centers, and digital trade platforms has significantly enhanced regional connectivity. The Middle Corridor 

has gained additional strategic importance following disruptions in traditional transportation routes caused by geopolitical tensions, 

making Azerbaijan and Turkey indispensable transit hubs within Eurasian supply chains [4].  

The reconstruction of Azerbaijan's liberated territories following the restoration of territorial integrity has created new opportunities 

for bilateral economic cooperation. Turkish construction companies actively participate in rebuilding transport infrastructure, 

airports, residential complexes, industrial facilities, hospitals, and educational institutions in these regions. Turkish engineering 

expertise, construction technology, and investment resources complement Azerbaijan's reconstruction strategy. At the same time, 

industrial parks and economic zones established in liberated territories provide attractive investment opportunities for Turkish 

enterprises in manufacturing, renewable energy, logistics, and agriculture. These initiatives are expected to transform the region into 

an important economic growth center while strengthening bilateral commercial integration. 

Digital transformation and technological cooperation are becoming increasingly significant components of Azerbaijani-Turkish 

economic relations. Both countries have prioritized digital government services, cybersecurity, artificial intelligence, fintech, smart 

cities, and innovation ecosystems. Collaboration between universities, technology parks, startup incubators, and research institutions 

contributes to knowledge transfer and innovation capacity. Joint digital infrastructure projects facilitate electronic commerce, 

electronic customs procedures, and cross-border digital services, reducing transaction costs and improving business efficiency. 

Future cooperation in digital technologies is expected to become one of the fastest-growing areas of bilateral partnership. 

Industrial cooperation has also expanded considerably. Rather than limiting economic relations to trade, both governments 

increasingly emphasize joint production, industrial localization, and manufacturing partnerships. Cooperation in defense industries, 

machinery production, agricultural equipment, chemicals, pharmaceuticals, and food processing contributes to industrial 

diversification while strengthening domestic production capabilities. Such cooperation supports import substitution, increases export 

competitiveness, and creates higher value-added production for both economies [2]. 

Regional and international cooperation further enhances bilateral economic prospects. Azerbaijan and Turkey coordinate their 

policies within organizations such as the Organization of Turkic States, the Economic Cooperation Organization, and various 

regional connectivity initiatives. Their coordinated approach toward energy security, transport corridors, investment facilitation, and 

regional infrastructure creates favorable conditions for attracting international financial institutions and private investors. 

Furthermore, expanding economic cooperation with Central Asian countries through the Middle Corridor increases the strategic 

importance of both Azerbaijan and Turkey as gateways connecting Europe and Asia. 

Despite these positive developments, several challenges remain. Global economic uncertainty, inflationary pressures, exchange rate 

fluctuations, geopolitical tensions, supply chain disruptions, and changing energy market conditions require continuous adaptation 

of bilateral economic strategies. Greater diversification of exports, expansion of non-oil sectors, improved innovation capacity, 

enhanced digital infrastructure, and sustainable environmental policies will be essential for maintaining long-term economic 

competitiveness. Both countries should continue implementing structural reforms that improve the business climate, strengthen legal 

protections for investors, and encourage private sector participation in bilateral projects [1]. 

Looking toward the future, the prospects for Azerbaijani-Turkish economic cooperation remain highly favorable. The combination 

of complementary economic structures, strategic geographical positions, shared political interests, and strong institutional 

frameworks provides a solid foundation for further expansion. Future priorities are likely to include renewable energy integration, 

digital economy development, smart logistics systems, industrial modernization, green transport corridors, financial cooperation, 

agricultural modernization, tourism development, and innovation partnerships. The continued implementation of large-scale 

infrastructure projects and increasing private investment will further deepen economic integration while strengthening regional 

competitiveness. 
 

2. Conclusion 

In conclusion, Azerbaijani-Turkish economic cooperation has evolved from traditional trade relations into a multidimensional 

strategic partnership encompassing energy, transportation, investment, industry, technology, reconstruction, and regional 

connectivity. Modern development trends demonstrate increasing diversification, institutionalization, and sustainability of bilateral 

relations. As global economic and geopolitical conditions continue to evolve, Azerbaijan and Turkey are well positioned to expand 

their economic partnership further, contributing not only to their national prosperity but also to regional stability, energy security, 

and sustainable economic development throughout Eurasia. 
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