
115 

 

Porta Universorum | Vol. 2 No. 4 (2026): Balandis | ISSN 3030-2234 

https://doi.org/10.69760/portuni.26040015 

 

The Role of Agriculture in the Development of the Food Industry in 

Azerbaijan: Integration, Policy, and Prospects 

Samangul Mammadli 

Nakhchivan State University, Azerbaijan 

How to cite: Mammadli, S. (2026). The role of agriculture in the development of the food industry in Azerbaijan: Integration, 

policy, and prospects. Porta Universorum, 2(4), 115–122. https://doi.org/10.69760/portuni.26040015  

© 2026 The Author. Published by Porta Universorum (EGARP). This is an open access article distributed under the terms of 

the Creative Commons Attribution 4.0 International License (CC BY 4.0), which permits unrestricted use, distribution, 

and reproduction in any medium, provided the original work is properly cited. 

 

ABSTRACT 

The article examines the strategic role of agriculture in ensuring food security and advancing the non-

oil sector of Azerbaijan’s economy. As the principal supplier of raw materials to the food industry, 

agriculture—through its crop and livestock sub-sectors—forms the continuous input base for processing 

enterprises and directly stimulates their operational capacity. The strengthening of integration between 

agricultural production and food processing, implemented through state programs and the development 

of agroparks, serves to transform primary raw materials into finished products with significantly higher 

added value. In addition to its substantial contribution to employment, agriculture supports the socio-

economic resilience of regional communities and underpins the sustainable development of rural areas. 

The study analyzes current statistical trends, the mechanisms of agro-industrial integration, the 

legislative and institutional framework governing the sector, and the prospects for further development. 

The findings indicate that the application of innovative technologies and digital management systems 

will enhance the competitiveness of domestically produced goods and elevate Azerbaijan’s export 

potential to a new level. The paper argues that deepening the integration between agriculture and the 

food industry is not merely a sectoral priority but a structural necessity for Azerbaijan’s long-term 

economic diversification. 

 

Keywords: Food industry; agriculture; agro-industrial integration; economic diversification; food 

security; Azerbaijan; agroparks; export competitiveness; rural development 

 

1. INTRODUCTION 

The mutual relationship between agriculture and the food industry constitutes one of the most 

strategically significant axes of Azerbaijan’s economic architecture. In the context of the country’s 

sustained effort to reduce dependence on hydrocarbon revenues and build a resilient, diversified 

economy, the integration of agricultural production with food processing has emerged as a cornerstone 

of national development policy. State programs adopted since independence—most notably the 

Strategic Roadmap for the Production and Processing of Agricultural Products in the Republic of 

Azerbaijan (2016)—have elevated this integration to a policy priority, reflecting the recognition that 

primary agricultural output alone is insufficient to generate the value-added growth necessary for 

inclusive economic development (Azerbaijan Republic, 2016). 
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Agriculture in Azerbaijan currently accounts for approximately 5.7–6.9% of GDP while employing 

nearly 34% of the national workforce, a structural disparity that reflects both the sector’s continuing 

social importance and its untapped productivity potential. The food industry, as the principal 

downstream processor of agricultural inputs, translates this primary output into finished goods that serve 

domestic consumption, reduce import dependency, and increasingly target export markets. The nexus 

between these two sectors therefore functions as a critical transmission mechanism for economic value 

creation, employment generation, and regional development (State Statistical Committee of the 

Republic of Azerbaijan, 2024a). 

Despite notable progress in recent decades, significant challenges remain. The productivity gap between 

agricultural output and processing capacity, infrastructural deficits in rural areas, climate-related 

vulnerabilities, and the persistence of import pressure—particularly in meat, fruit, and vegetable 

categories—continue to constrain the full realization of the sector’s potential. At the same time, 

emerging opportunities in digital agriculture, organic food production, and export market development 

present a compelling case for sustained policy attention and investment (World Bank, 2022; OECD, 

2021). 

This paper investigates the role of agriculture in the development of Azerbaijan’s food industry through 

a review of current statistical evidence, policy frameworks, and integration mechanisms. The study 

addresses the following research questions: What is the current state of agricultural output and its 

contribution to food industry supply chains? How have state programs and institutional frameworks 

shaped agro-industrial integration? What are the principal barriers to further integration, and what 

policy measures can address them? By examining these questions, the paper aims to contribute to the 

empirical and policy literature on agricultural transformation and food industry development in 

transition economies. 

2. METHODOLOGY 

This study employs a qualitative and quantitative documentary analysis approach, drawing on official 

statistical sources, legislative documents, and academic literature to examine the relationship between 

agriculture and the food industry in Azerbaijan. The primary quantitative data are sourced from the 

State Statistical Committee of the Republic of Azerbaijan (2024a, 2024b, 2024c), including the 

Statistical Indicators of Azerbaijan 2024, the operational data bulletin on agriculture and fisheries, and 

the foreign trade statistics yearbook. These datasets provide time-series evidence on agricultural output 

by sub-sector, the GDP share of agriculture, employment patterns, and the volume and composition of 

food industry exports. 

The policy and legislative framework is analyzed through a systematic review of key national 

documents, including the Strategic Roadmap for the Production and Processing of Agricultural Products 

(Azerbaijan Republic, 2016), the State Programme on Food Security (2008–2015), and the Azerbaijan 

2030 National Priorities (Azerbaijan Republic, 2021). These documents are evaluated for their stated 

objectives, implementation mechanisms, and alignment with international best practices as reflected in 

reports from the OECD (2021), FAO (2023), World Bank (2022), and UNCTAD (2021). Where 

available, secondary academic sources on agrarian economics and regional development in Azerbaijan 

are incorporated to contextualize the statistical and policy evidence. The analytical framework 

integrates trend analysis, comparative sectoral assessment, and policy evaluation to produce a 

comprehensive picture of the current state and future prospects of agro-industrial integration in 

Azerbaijan. 
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3. LITERATURE REVIEW 

3.1 Agriculture and Food Industry Integration in Development Economics 

The relationship between agricultural development and food industry growth has been extensively 

theorized in the development economics literature. Structural transformation theory, articulated by 

Rodrik (2013) and others, posits that the movement of resources from primary agriculture toward higher 

value-added processing and manufacturing is a fundamental driver of long-term economic growth. In 

resource-dependent economies, this transition is particularly critical: without a dynamic food processing 

sector capable of absorbing and upgrading agricultural output, the multiplier effects of primary 

production remain limited and the economy remains vulnerable to commodity price volatility 

(UNCTAD, 2021). 

The FAO (2023) has documented that agro-food value chain integration—linking farmers, processors, 

distributors, and retailers through coordinated contractual and institutional arrangements—is associated 

with significant improvements in farm income, product quality, and export competitiveness. The OECD 

(2021) similarly highlights that countries with well-developed agri-food processing sectors exhibit 

greater resilience to external economic shocks and more stable rural employment patterns. These 

findings are directly relevant to the Azerbaijani context, where the food industry’s development is 

closely tied to the productivity and reliability of domestic agricultural supply. 

3.2 Azerbaijan’s Agricultural Sector: Historical and Policy Context 

In the post-independence period, Azerbaijan’s agricultural sector underwent a fundamental structural 

transformation, shifting from collectivized Soviet-era organization to a predominantly private, 

smallholder-based system. While this transition expanded the number of agricultural producers, it also 

fragmented land holdings and weakened the institutional infrastructure supporting input supply, 

technical assistance, and market access (Guliyev, 2015; Abbasov, 2020). The government’s response, 

articulated through successive state programs, has sought to address these structural weaknesses by 

promoting cooperative organization, investing in rural infrastructure, and providing targeted subsidies 

and preferential credit to agricultural producers. 

The Strategic Roadmap for the Production and Processing of Agricultural Products (2016) represented 

a watershed in this policy evolution, explicitly linking agricultural development to the growth of the 

food processing industry and establishing quantitative targets for production volumes, export growth, 

and employment creation. The document projected that combined agricultural and food processing GDP 

would increase by 1,235 million AZN and that 20,000 new jobs would be created in the agri-food sector 

by 2020. While the full realization of these targets has been uneven, the Roadmap provided a coherent 

institutional framework for agro-industrial integration that continues to guide sectoral policy 

(Azerbaijan Republic, 2016). 

3.3 Agroparks and Cluster Development 

One of the most significant institutional innovations introduced under the Strategic Roadmap has been 

the establishment of agroparks—integrated agro-industrial complexes that bring together primary 

production, storage, processing, and packaging facilities within a single organizational framework. 

Agroparks reduce transaction costs along the agricultural value chain, provide smallholder farmers with 

reliable market access, and create conditions for the systematic upgrading of product quality to meet 

food industry standards. Evidence from Azerbaijan’s existing agroparks suggests that these facilities 

have contributed to measurable increases in the volume of raw materials directed toward processing, 

reductions in post-harvest losses, and improvements in the consistency of supply to food industry 

enterprises (Mammadova & Abdullayev, 2025). 
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4. RESULTS AND DISCUSSION 

4.1 Agricultural Output and Structural Trends 

According to official data from the State Statistical Committee of the Republic of Azerbaijan (2024a), 

the total value of agricultural production in Azerbaijan reached 14,189.5 million AZN in 2025, 

representing a 0.9% increase over the preceding year. While this growth rate is modest, it reflects a 

trend of relative stability following a period of more rapid expansion in the early 2020s. Within the 

sector, crop production recorded gains in grain and legume output as well as in fruit and berry 

cultivation, while vegetable and melon production experienced a marginal decline. In the livestock sub-

sector, milk and egg production increased, while meat output remained broadly stable. 

The agriculture, forestry, and fisheries sector accounted for 5.7% of GDP in 2024, a figure that has 

remained relatively stable over recent years despite fluctuations in the oil sector’s contribution to 

national output. More significantly, agriculture continues to employ approximately 34% of the national 

workforce, a proportion that underscores the sector’s central role in rural livelihoods and regional socio-

economic stability, even as its GDP share remains comparatively low (State Statistical Committee of 

the Republic of Azerbaijan, 2024b). This productivity gap—between labor force share and GDP 

share—points to the continued potential for productivity-enhancing investment in both primary 

production and downstream processing. 

 
Table 1: Key Agricultural and Agro-Industrial Indicators for Azerbaijan 

Indicator 2020 2022 2024/2025 

Agriculture share of GDP (%) 6.2 6.0 5.7 

Agricultural output (mln AZN) 11,840 13,100 14,190 

Employment in agriculture (%) 36.2 35.1 34.0 

Food industry export growth (2001–

2015) 
— — >3x increase 

New jobs projected (agri-processing) — — 20,000+ 

Source: State Statistical Committee of the Republic of Azerbaijan (2024a, 2024b, 2024c). 

4.2 Agricultural Raw Materials and Food Industry Supply Chains 

The food industry’s dependence on domestic agricultural output as its primary raw material base is well 

established in the Azerbaijani context. Grain production supports flour milling, bread manufacturing, 

and pasta production; fruit and vegetable output supplies the canning, juice, and preserves industries; 

and livestock products—particularly milk and meat—underpin the country’s dairy and meat processing 

enterprises. This direct input relationship means that fluctuations in agricultural output—whether driven 

by weather conditions, input availability, or structural factors—propagate rapidly into the food 

processing sector, affecting both capacity utilization and product prices (Abbasov, 2020). 

The Strategic Roadmap’s emphasis on strengthening contractual relationships between food industry 

enterprises and agricultural producers has been a key mechanism for stabilizing this supply relationship. 

Under contract farming arrangements, processing companies commit to purchasing specified volumes 

of raw materials at pre-agreed prices, while farmers receive technical guidance, improved inputs, and 

guaranteed market access. This model reduces market uncertainty for both parties, encourages farmers 

to adopt quality-improving practices, and supports the systematic planning of processing operations. 

The expansion of these arrangements has been associated with measurable improvements in the share 

of agricultural output directed toward processing rather than direct sale, contributing to a more than 
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threefold increase in processed agricultural product exports between 2001 and 2015 (Azerbaijan 

Republic, 2016). 

4.3 Policy Mechanisms and Institutional Framework 

The governance of agro-industrial integration in Azerbaijan is structured around several interlocking 

policy instruments. On the supply side, the government provides subsidies for seeds, fertilizers, and 

agricultural machinery; preferential credit lines through the Azerbaijan Investment Company and the 

National Fund for Entrepreneurship Support; and direct support for irrigation infrastructure 

modernization. On the processing side, investment incentives for the construction and equipping of food 

processing enterprises, tax advantages within agropark frameworks, and co-financing of export 

promotion activities have been deployed to stimulate capacity expansion in the food industry 

(Azerbaijan Republic, 2016; Ministry of Agriculture of Azerbaijan, 2019). 

The Azerbaijan 2030 National Priorities (2021) reinforce this integrated approach by identifying the 

development of competitive non-oil exports—including processed food products—as a central 

objective of the country’s medium-term economic strategy. The document explicitly links agricultural 

productivity enhancement, food industry development, and rural employment creation as 

complementary pillars of sustainable economic growth, reflecting a sophisticated understanding of the 

sectoral interdependencies that underpin Azerbaijan’s economic transformation (Azerbaijan Republic, 

2021). 

4.4 Challenges and Barriers 

Despite the progress achieved under successive policy frameworks, several significant barriers continue 

to constrain the full integration of agriculture and the food industry. First, the structural fragmentation 

of land holdings—a legacy of the post-Soviet privatization process—limits the ability of smallholder 

producers to achieve the economies of scale and consistent quality standards required by modern food 

processing enterprises. Second, infrastructure deficits in rural areas, particularly in cold storage, 

transportation, and logistics, result in elevated post-harvest losses and constrain the effective supply of 

perishable commodities to processing facilities. Third, the skills gap in both agricultural management 

and food technology impedes the adoption of quality management systems and limits the 

competitiveness of Azerbaijani processed food products in international markets (Guliyev, 2015; World 

Bank, 2022). 

Climate change presents an additional systemic challenge, with increasing water scarcity, soil 

degradation, and weather variability threatening the reliability of agricultural output across key 

production zones. The growing volume of food imports—particularly in meat, fruit, and vegetable 

categories—reflects both the price competitiveness of foreign suppliers and structural weaknesses in 

domestic production capacity. Addressing these challenges requires a coordinated policy response that 

combines infrastructure investment, human capital development, institutional reform, and the 

accelerated adoption of precision agriculture and digital farm management technologies (FAO, 2023; 

OECD, 2021). 

4.5 Prospects for Sustainable Agro-Industrial Development 

The medium- and long-term prospects for agro-industrial integration in Azerbaijan are shaped by 

several converging trends. The global growth in demand for high-quality, sustainably produced food 

products presents a significant export opportunity for Azerbaijani processors, particularly in the 

categories of organic fruit and vegetables, premium dried fruits and nuts, and specialty dairy products—

all of which have strong comparative advantages rooted in Azerbaijan’s agro-ecological diversity. The 

development of internationally recognized Azerbaijani food brands, supported by geographical 
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indication protections and targeted export promotion, could significantly enhance the value capture 

from these natural advantages. 

Digital transformation offers a further avenue for productivity enhancement across the agri-food value 

chain. The deployment of precision agriculture technologies—including remote sensing, soil 

monitoring systems, and data-driven irrigation management—can increase yields, reduce input costs, 

and improve the environmental sustainability of production. At the processing level, the integration of 

enterprise resource planning systems, automated quality control, and supply chain traceability platforms 

can improve operational efficiency and facilitate compliance with international food safety standards. 

The realization of these opportunities, however, requires sustained public investment in digital 

infrastructure and the development of digital literacy among agricultural producers and food industry 

managers (Ibrahimov et al., 2024; Bababayli et al., 2025). 

5. CONCLUSION 

This study has demonstrated that agriculture occupies a foundational and strategically irreplaceable 

position in the development of Azerbaijan’s food industry. The sector’s role extends well beyond the 

supply of raw materials: it is the primary source of rural employment, a key determinant of regional 

socio-economic stability, and an essential component of the country’s long-term strategy for non-oil 

economic diversification. The integration of agricultural production with food processing, facilitated by 

state programs, agroparks, and contract farming arrangements, has generated measurable improvements 

in value-added output, export performance, and food security resilience. 

The analysis of current trends reveals both the achievements of Azerbaijan’s agro-industrial policy and 

the significant challenges that remain. The structural fragmentation of land holdings, infrastructure 

deficits, human capital gaps, and climate-related vulnerabilities continue to constrain productivity and 

limit the competitiveness of domestically produced food products. Addressing these challenges requires 

a comprehensive and sustained policy response that combines targeted investment in infrastructure and 

human capital, the promotion of cooperative and cluster organizational models, and the accelerated 

integration of digital and precision agriculture technologies. 

Looking ahead, the deepening of agro-industrial integration in Azerbaijan holds transformative 

potential. By leveraging the country’s agro-ecological diversity to develop high-value, differentiated 

food products for international markets, and by modernizing the institutional and technological 

infrastructure that supports production and processing, Azerbaijan can position itself as a competitive 

agri-food exporter within the broader regional economy. The strategic alignment of agricultural policy 

with food industry development objectives—as articulated in the Strategic Roadmap and the Azerbaijan 

2030 National Priorities—provides a robust institutional foundation for this transformation. Sustained 

commitment to these objectives, combined with adaptive policy responses to emerging challenges, will 

be essential for realizing the full economic and social potential of Azerbaijan’s agri-food sector. 
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