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Abstract

This article examines the strategic institutionalization of transnational
religious mobility as a vital catalyst for bilateral economic diplomacy
between rentier states, specifically focusing on Azerbaijan and Saudi
Arabia. Facing severe structural vulnerabilities stemming from historical
hydrocarbon dependency, both sovereign nations urgently mandate
comprehensive macroeconomic diversification. Utilizing Matland’s
Ambiguity-Conflict framework, this qualitative study rigorously analyzes
how Azerbaijan strategically mitigated the unilateral policy disruption
caused by Saudi Arabia’s centralized digital portal, Nusuk. By
systematically integrating domestic administrative platforms with Saudi
infrastructure and simultaneously instituting reciprocal visa relaxations,
Azerbaijan successfully transitioned towards seamless administrative
implementation. This distinct bureaucratic agility effectively triggered a
robust "Transnational Multiplier Effect," directly leveraging highly
inelastic religious tourism flows to secure valuable foreign direct
investment for domestic green infrastructure. Ultimately, the research
demonstrates that orchestrating multi-layered diplomacy fundamentally
transforms routine logistical crowd management into an outward-looking
statecraft instrument, providing a highly resilient policy framework for
modern post-oil transitional economies.

Abstrak

Artikel ini secara kritis mengkaji pelembagaan strategis mobilitas
keagamaan transnasional sebagai katalisator utama diplomasi ekonomi
bilateral antarnegara rentier, khususnya Azerbaijan dan Arab Saudi.
Menghadapi kerentanan struktural yang sangat akut akibat
ketergantungan hidrokarbon historis, kedua negara berdaulat ini
memandatkan diversifikasi makroekonomi komprehensif.
Menggunakan kerangka Ambiguitas-Konflik Matland, studi kualitatif ini
menganalisis bagaimana Azerbaijan memitigasi disrupsi kebijakan
akibat portal digital sentralistis Arab Saudi, Nusuk. Dengan
mengintegrasikan platform administratif domestik secara sistematis ke
dalam infrastruktur Saudi dan menerapkan relaksasi visa resiprokal,
Azerbaijan sukses bertransisi menuju implementasi administratif yang
mulus. Kelincahan birokrasi ini efektif memicu "Efek Multiplier
Transnasional”, langsung memanfaatkan aliran pariwisata religi
inelastis guna mengamankan penanaman modal asing langsung bagi
sektor infrastruktur hijau. Akhirnya, penelitian ini membuktikan bahwa
orkestrasi diplomasi multi-lapis secara fundamental mengubah
manajemen logistik rutin menjadi instrumen Kketatanegaraan
berwawasan ke luar. Pendekatan inovatif ini menyediakan kerangka
kebijakan makroekonomi yang sangat resilien untuk mendukung
ekonomi transisi pasca-minyak di era globalisasi modern saat ini.
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A. INTRODUCTION
1. Background

The contemporary global political economy is currently navigating its most radical
transition since the Industrial Revolution, propelled by the decarbonization imperative
and the broader energy paradigm shift toward sustainability. These structural dynamics
precipitate an acute and existential clash of norms for rentier states—a typology of
nations that has historically anchored its fiscal posture, macroeconomic stability, and
social contracts to the extraction and export of hydrocarbon resources. On the one hand,
these states face mounting normative pressure from the international community to
expedite the transition from fossil fuels to a green economy; on the other hand, oil- and
gas-exporting nations confront the reality of profound institutional rigidity, wherein their
non-oil sectors currently lack the requisite capacity to independently sustain trade
balances and generate substantive employment.!

Within this fragile equilibrium, the Republic of Azerbaijan in the South Caucasus and
the Kingdom of Saudi Arabia in the Gulf represent two geopolitical poles simultaneously
racing against time to comprehensively restructure their economic architectures.
Confronting extreme crude oil price volatility over the past decade—characterized by
fluctuations from over $100 per barrel to a precipitous drop below $20 per barrel during
the apex of the pandemic—both nations have responded to these exogenous pressures by
formulating highly ambitious macroeconomic blueprints. The Azerbaijan 2030: National
Priorities for Socio-Economic Development and Saudi Vision 2030 frameworks explicitly
mandate large-scale economic diversification, the privatization of state assets,
technological innovation, and the robust expansion of high-value-added service sectors.>?

Nevertheless, transboundary policy gaps frequently emerge when conventional
economic diplomacy instruments—such as tariff-free trade agreements or elitist bilateral
investment forums—prove sluggish in capitalizing on non-oil sectors. This inertia is

primarily driven by a deficit in people-to-people connectivity and the persistence of cross-

1 Matteo Landoni and Nijat Muradzada, “Renewable Dependence as an Institutional Transition Risk in
Hydrocarbon Economies: Insights from Azerbaijan,” Economies 14, no. 1 (January 5, 2026): 14,
https://doi.org/10.3390/economies14010014.

2 World Bank, Azerbaijan Country Economic Memorandum (Washington DC: World Bank, 2022). Page, 17.

3 Aynur Jabbarova et al., “Oil- and Gas-Rich Azerbaijan’s Economic Diversification: Analysis of Global
Experiences and Prospects for Application,” International Journal of Energy Economics and Policy 16, no. 2
(February 8, 2026): 275-85, https://doi.org/10.32479 /ijeep.22200.
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border bureaucratic frictions.*

Confronting the institutional impasse of these rigid, conventional economic
diplomacy instruments, large-scale human mobility—particularly tourism—is
increasingly recognized within contemporary policy discourse as a critical catalyst for
diversifying national economic portfolios.” However, the most specific, pressing, and
fiercely debated legal and policy phenomenon within the landscape of Azerbaijan-Saudi
Arabia bilateral relations is the instrumentalization of religious mobility—specifically the
Hajj and Umrah pilgrimages—as the novel backbone for economic diplomacy
negotiations. Unlike secular recreational tourism, which remains highly susceptible to
global macroeconomic cycle fluctuations, geopolitical crises, or shifts in consumer trends,
religious mobility exhibits an absolute degree of demand inelasticity.’ Pilgrimages to the
Holy Land are propelled by enduring theological and eschatological obligations, thereby
generating stable and predictable flows of human and financial capital that remain highly
insulated from exogenous shocks. The Saudi Arabian leadership has astutely recognized
this strategic calculus, explicitly targeting an expansion in pilgrim capacity to
accommodate 30 million annual Umrah participants by 2030.”

This quantitative target is accompanied by stringent regulatory reforms, including
the digitization of the visa process via the integrated Nusuk platform, alongside an
uncompromising prohibition on the illicit use of general visitation visas for religious
rituals. For Azerbaijan—a Muslim-majority, post-Soviet transitional state—this
restructuring of Hajj and Umrah governance by the Saudi authorities transcends mere
logistical challenges or the routine administrative purview of religious ministries.
Furthermore, it represents a pivotal economic diplomacy opportunity to redefine
bilateral relations, circumvent regional Eurasian geopolitical barriers, and attract Saudi

Foreign Direct Investment (FDI) into domestic green infrastructure, logistics, and service

4 Alia Imron, “Legal Protection: Political Risk Insurance in Foreign Direct Investment Amid Geopolitical
Uncertainty,” Journal of State Public Policy 1, no. 3 (May 31, 2026): 117-43,
https://doi.org/10.65101/jspp.v1i3.361.

5 OECD, OECD Tourism Trends and Policies 2016, OECD Tourism Trends and Policies (OECD Publishing,
2016), Page, 90. https://doi.org/10.1787 /tour-2016-en.

6 Fatma Mabrouk and Eman Alanzi, “Tourism Transformation and Oil Price Dynamics in Saudi Arabia: An
ARDL Analysis of Religious and Non-Religious Tourism,” Sustainability 18, no. 12 (June 18, 2026): 6295,
https://doi.org/10.3390/su18126295.

7 Fardien Faiz Syaputra and Haryo Prasodjo, “Saudi Arabia’s Efforts in Implementing Saudi Vision 2030,”
Jurnal Public Policy 9, no. 1 (January 31, 2023): 70, https://doi.org/10.35308/jpp.v9i1.6294.
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sectors along the Caspian littoral.®

To establish the academic significance of this discourse and enhance the analytical
depth of the manuscript, a thematic synthesis of the state-of-the-art literature mapping
reveals profound fragmentation, polarized research foci, and disciplinary
compartmentalization that collectively constrain a comprehensive understanding of this
issue. The first cluster of literature predominantly dissects the natural resource curse
phenomenon and the macroeconomic transition strategies of petrostates.”!®!! Scholars
within this cluster anchor their analyses on the deficiencies inherent in fiscal reforms,
governance frameworks, and domestic industrial technological innovation. Cognate
studies focus exclusively on the asymmetric impacts of oil price shocks on the structural
formation of the non-oil sector.!2!3!% The fundamental deficiency of this literature cluster
is that it conceptualizes economic diversification exclusively as a product of inward-
looking industrial policy, failing to account for the variables of transnational mobility and
foreign diplomatic negotiations as critical accelerators of diversification.

The second cluster of literature focuses specifically on the Saudi Vision 2030
framework and tourism expansion. These studies critically analyze Saudi Arabia's
structural ambitions to develop the NEOM megaproject and entertainment hubs,

alongside the privatization of state-owned enterprises, as a strategic effort to decouple

8 Jabbarova et al., “Oil- and Gas-Rich Azerbaijan’s Economic Diversification: Analysis of Global Experiences
and Prospects for Application.”

9 Arshad Hayat and Muhammad Tahir, “Natural Resources Volatility and Economic Growth: Evidence from
the Resource-Rich Region,” Journal of Risk and Financial Management 14, no. 2 (February 19, 2021): 84,
https://doi.org/10.3390/jrfm14020084.

10 Pierre-Alexandre Balland et al., “The New Paradigm of Economic Complexity,” Research Policy 51, no. 3
(April 2022): 104450, https://doi.org/10.1016/j.respol.2021.104450.

11 Abdellah Cherif Taiba et al., “Impact of the Overall Regularity and Related Granulometric Characteristics
on the Critical State Soil Mechanics of Natural Sands: A State-of-the-Art Review,” Geomechanics and
Geoengineering 18, no. 4 (July 4, 2023): 299-308, https://doi.org/10.1080/17486025.2022.2044076.

12 btisam Al-Abri, Giilcan Onel, and Kelly A. Grogan, “Oil Revenue Shocks and the Growth of the Non-0il
Sector in an Oil-Dependent Economy: The Case of Oman,” Theoretical Economics Letters 09, no. 04 (2019):
785-800, https://doi.org/10.4236/tel.2019.94052.

13 Lanouar Charfeddine and Karim Barkat, “Short- and Long-Run Asymmetric Effect of Oil Prices and Oil and
Gas Revenues on the Real GDP and Economic Diversification in Oil-Dependent Economy,” Energy Economics
86 (February 2020): 104680, https://doi.org/10.1016/j.eneco.2020.104680.

14 Kamran Abdullayev et al., “The Non-0il Sector of the Republic of Azerbaijan’s Economy: Prospects and
Directions for Development within the Framework of Contemporary Economic Policy,” Economics of
Development 23, no. 4 (October 23, 2024): 82-94, https://doi.org/10.57111/econ/4.2024.82.
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from hydrocarbon hegemony.!>!6!7.!8 Nevertheless, the discourse within these studies
remains predominantly centered on inbound tourism from the perspective of Riyadh,
thereby neglecting the analytical positioning of Muslim-majority pilgrim-sending states,
which ought to be capable of projecting their bargaining leverage as proactive partners in
economic diplomacy.

Meanwhile, the third cluster of literature explores religious tourism—specifically
the Hajj and Umrah—within the domains of the sociology of religion or micro-level
tourism management, alongside highly context-specific research regarding the
Indonesian landscape that has dissected religious tourism as a colossal commercial
ecosystem involving the dynamics of religious authorities, intermediary travel agencies,
the commercialization of clerics, and the investment management of pilgrimage
funds.'®?%?! These studies successfully affirm that the governance of the Hajj has
transitioned from a mere ritualistic obligation into a massive political economy industry.
However, this body of literature exhibits a highly conspicuous blind spot, as these studies
generally stall at analyzing logistical management, optimizing sharia compliance
(maqashid shariah), or merely examining the domestic absorption of communal
endowment funds (as evidenced by the case of the Hajj Financial Management
Agency/BPKH in Indonesia). Consequently, they fail to analyze the operational function
of pilgrim dispatchment as a geopolitical instrument or as a foreign policy negotiating

lever against the host state.

15 Bassam A. Albassam, “Economic Diversification in Saudi Arabia: Myth or Reality?,” Resources Policy 44
(June 2015): 112-17, https://doi.org/10.1016/j.resourpol.2015.02.005.

16 Mohammad Nurunnabi, “Transformation from an Oil-Based Economy to a Knowledge-Based Economy in
Saudi Arabia: The Direction of Saudi Vision 2030,” Journal of the Knowledge Economy 8, no. 2 (June 28,
2017): 536-64, https://doi.org/10.1007/s13132-017-0479-8.

17 Steffen Hertog, “The Political Economy of Distribution in the Middle East: s There Scope for a New Social
Contract?,” Revue Internationale de Politique de Développement 7 (2017),
https://doi.org/10.4000/poldev.2270.

18 Meshal Abdulaziz Aldhobaib, “The New Era of the Kingdom of Saudi Arabia: Key Highlights and Future
Research Agenda on Organizational Strategy,” Businesses 5, no. 1 (January 17, 2025): 5,
https://doi.org/10.3390/businesses5010005.

19 Noga Collins-Kreiner, “Pilgrimage Tourism-Past, Present and Future Rejuvenation: A Perspective Article,”
Tourism Review 75, no. 1 (February 20, 2020): 145-48, https://doi.org/10.1108/TR-04-2019-0130.

20 Samsudin et al., “Hajj Funds Management Based on Maqasid Al-Shari‘ah; A Proposal for Indonesian
Context,” AL-IHKAM: Jurnal Hukum & Pranata Sosial 18, no. 2 (December 31, 2023): 544-67,
https://doi.org/10.19105/al-lhkam.v18i2.7268.

21 Marenda Majid et al, “From Ritual to Revenue: Reframing Indonesia Pilgrimage Management as A
Strategic Economic Diplomacy,” Jurnal IImiah Teunuleh 6, no. 3 (September 15, 2025): 281-97,
https://doi.org/10.51612 /teunuleh.v6i3.217.
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Finally, the fourth cluster of literature—situated strictly within the disciplines of
public policy and institutional diplomacy, encompassing the classical conceptualizations
of Sabatier (1986), Matland's Ambiguity-Conflict model, and the contemporary
diplomatic analyses of Meunier & Czesana as well as Bayne & Woolcock—places critical
emphasis on the complex mechanisms of policy implementation (top-down versus
bottom-up paradigms) and economic diplomacy negotiations within a multipolar global
order.?2?32425 Regrettably, this highly robust public policy framework is almost never
operationalized to dissect specific policies concerning the transnational religious tourism
ecosystem.

Based on the clash of perspectives and theoretical gaps identified from the
aforementioned literature mapping, this manuscript establishes a compelling gap
analysis: previous studies have erroneously treated the management of religious tourism,
the mechanisms of economic diplomacy, and the macroeconomic transitions of oil-rich
nations as mutually isolated phenomena. There is a profound scarcity of highly reputable
public policy research that cohesively dialogues how a pilgrim-sending state (such as
Azerbaijan) can convert capital outflows and the mass spiritual mobility of its citizens into
a strategic bargaining position within bilateral diplomatic negotiations. This deficit in
synthesis is precisely what renders the understanding of unconventional foreign policy
instruments in the Caucasus and Gulf regions highly reductive.

Consequently, this manuscript explicitly asserts its novelty and the substantial value
added it offers to the public policy discipline. Diverging from previous research—which
has predominantly focused on isolated evaluations of domestic rentier state
macroeconomics, or merely dissected the sociocultural and logistical impacts of religious
tourism—this study offers a novel comparative approach and a radical perspective. This

manuscript posits the governance of transnational religious mobility (Hajj and Umrah)

22 Paul A. Sabatier, “Top-Down and Bottom-Up Approaches to Implementation Research: A Critical Analysis
and Suggested Synthesis,” Journal of Public Policy 6, no. 1 (January 28, 1986): 21-48,
https://doi.org/10.1017/S0143814X00003846.

23 Richard E. Matland, “Synthesizing the Implementation Literature: The Ambiguity-Conflict Model of Policy
Implementation,” Journal of Public Administration Research and Theory 5, no. 2 (April 1995): 145-174,
https://doi.org/10.1093 /oxfordjournals.jpart.a037242.

24 Nicholas Bayne and Stephen Woolcock, “What Is Economic Diplomacy?,” in The New Economic Diplomacy:
Decision-Making and Negotiation in International Economic Relations (Routledge, 2016), 1-14,
https://doi.org/10.4324/9781315555188.

25 Sophie Meunier and Rozalie Czesana, “From Back Rooms to the Street? A Research Agenda for Explaining
Variation in the Public Salience of Trade Policy-Making in Europe,” Journal of European Public Policy 26, no.
12 (December 2, 2019): 1847-65, https://doi.org/10.1080/13501763.2019.1678058.
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not as an administrative service issue, but purely as a strategic instrument of bilateral
economic diplomacy. This novelty is operationalized through empirical substantiation of
how the integration of digital e-government platforms and reciprocal visa regime
relaxations function as structural mechanisms capable of converting spiritual ties (soft
power) into non-oil macroeconomic cooperation (hard power) between Azerbaijan and
Saudi Arabia.

To underscore the philosophical orientation of this article, the core thesis
statement—which unambiguously articulates the legal and policy position to be
defended—is as follows: the strategic institutionalization of cross-border religious
tourism, underpinned by reciprocal visa regulatory simplification and digital governance,
is not merely a bureaucratic response to crowd management. It is, inherently, high-level
economic statecraft that has proven effective in dismantling regional geopolitical
impasses and mitigating the natural resource curse. Through this manuscript, academia
and policymakers must recognize that by restructuring pilgrim management within a
framework of multi-layered diplomacy, Azerbaijan has not only successfully navigated
unilateral regulatory disruptions from Saudi Arabia but has also succeeded in generating
a "Transnational Multiplier Effect". This effect fundamentally transforms religious
sentiment into an instrument for attracting high-value Foreign Direct Investment (FDI)
into the green infrastructure and commercial logistics sectors. These findings compel
global policymakers, particularly within Muslim-majority nations, to recalibrate their
perspectives on Hajj governance; it must no longer be viewed as an annual logistical
burden, but rather as a pillar of macroeconomic resilience and a robust statecraft
negotiation instrument in the post-hydrocarbon era.

2. Research Questions

To navigate the complexities of statecraft phenomena and ensure a structured,
comprehensive, and rigorous analysis, the analytical framework of this research is
predicated upon three interconnected core research questions:

a.  Why has public policy design in the realm of religious mobility—manifested
through reciprocal visa simplification and the integration of the Nusuk digital
platform—emerged as the most critical institutional instrument for the
Republic of Azerbaijan and the Kingdom of Saudi Arabia in dismantling the
stagnation of non-oil economic diplomacy and mitigating geopolitical

vulnerabilities across the Eurasian and Middle Eastern regions?
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b.  How do the policy implementation mechanisms governing the Hajj and Umrah
operate to transmute these pilgrimages from mere socio-spiritual journeys
into a "Transnational Multiplier Effect,” thereby tangibly stimulating Foreign
Direct Investment (FDI) inflows into Azerbaijan's green infrastructure and
service sector supply chains?

C. To what extent can this multi-layered diplomatic governance model—
orchestrated collaboratively by central government actors, religious
authorities, parliaments, and private business ecosystems across Azerbaijan
and Saudi Arabia—be elevated into a universal discourse on statecraft, and
what is its comparative efficacy when analytically juxtaposed with the Hajj
management policy architecture of a massive Muslim-majority democracy
such as Indonesia?

3. Research Method

This research utilizes a descriptive-analytical qualitative design, anchored in the
frameworks of Public Policy Evaluation and Institutional Implementation Analysis. The
selection of this design is explicitly justified not merely to chronicle the historical
trajectory of diplomatic relations, but rather to deconstruct the anatomy of rationality
underlying the policy. Consequently, this approach enables an in-depth investigation into
how the latent logic of regulatory instruments, inter-actor dynamics (encompassing
bureaucrats, diplomats, clerics, and entrepreneurs), and structural consequences
coalesce to convert cultural endowments (soft power) into macroeconomic dividends
(hard power) within the pilgrim-sending state.?®

The data utilized in this empirical investigation are derived from the triangulation
of specific primary data and macro-level secondary data, extracted from the research loci
encompassing Baku (Azerbaijan) and Riyadh (Saudi Arabia).

a.  Primary Policy Data: Sourced from the textual analysis of official state
documents, encompassing the national strategic blueprints Azerbaijan 2030:
National Priorities for Socio-Economic Development and the Saudi Vision
2030 strategic framework. Furthermore, the primary dataset incorporates
bilateral protocol texts (MoUs) pertaining to tourism, regulatory drafts

concerning electronic visa (e-visa) relaxations issued by the State Tourism

26 Michael Quinn Patton, “Public Policy Evaluation: Origins and Evolution,” in Handbook of Public Policy
Evaluation (Edward Elgar Publishing, 2023), 16-30, https://doi.org/10.4337/9781800884892.00008.
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Agency of the Republic of Azerbaijan, and the technical operational guidelines
for the Nusuk digital platform, officially published by the Ministry of Hajj and
Umrah of the Kingdom of Saudi Arabia and distributed to the Caucasus
Muslims Office (CMO).

b.  Secondary Policy Data: This encompasses institutional performance reports and
quantitative databases that corroborate policy trends, including periodic reports
from the State Statistical Committee of the Republic of Azerbaijan (covering the
2014-2024 observation period). These reports are specifically utilized to extract
data decompositions concerning fluctuations in the oil sector's share of GDP,
volumes of foreign tourist arrivals (particularly from GCC member states, which
account for a 4.1% market share), and capital investment matrices.
Furthermore, the secondary data are substantiated by extant literature from
primary, high-impact academic journals published over the past five years,
serving to properly situate the research discourse.

The data extraction process was executed utilizing Documentary and Archival Policy
Research methodologies, systematically integrated with Structured Literature Mapping.
Document retrieval was conducted digitally by accessing high-level governmental
databases, including the national repository of the State Statistical Committee
(stat.gov.az), diplomatic publication archives, and the King Faisal Center for Research and
Islamic Studies (KFCRIS). The structured academic literature mapping systematically
extracted articles to aggregate counter-narratives and identify core scholarly debates
pertaining to rentier state diplomatic instruments, sustainable economics, and the policy
disruptions induced by Hajj digitization.

To preclude the presentation of purely descriptive findings, the aggregated data and
documents were subjected to a dual theoretical policy analysis framework. First, an
Institutional Governance Thematic Analysis was operationalized to deconstruct the strata
of diplomatic negotiations (G2G, P2P, B2B, U2U, and civil society interactions). This
analytical lens enabled the identification of precise policy interventions generated by the
interplay among these layers.

Second, and most critically, this research operationalizes the Ambiguity-Conflict
Model of Policy Implementation, authoritatively developed by Richard E. Matland (1995).
Departing from the methodological vulnerabilities that frequently ensnare researchers

within the top-down versus bottom-up implementation dichotomy posited by Sabatier
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(1986), Matland’s framework was selected due to its highly precise capacity to dissect
cross-jurisdictional public policy. Matland projects policy effectiveness into four
quadrants predicated on the degree of Ambiguity (the extent to which technical
objectives, budgetary allocations, and policy instrument guidelines are operationally
comprehensible) and the degree of Conflict (the extent to which relevant stakeholders
contest to preserve their respective interests). This analytical apparatus is utilized to
diagnose how the unilateral regulatory disruption from Saudi Arabia regarding
mandatory digitization (the Nusuk platform)—which was initially fraught with economic
conflicts of interest and technological ambiguities within the financial system—was
effectively negotiated, mitigated, and subsequently harnessed by the Azerbaijani
bureaucratic architecture, ultimately culminating in a harmonious and profitable
administrative implementation. The application of this theoretical construct ensures a
dynamic dialogue among empirical field observations, statutory citations, and theoretical
rationality, thereby yielding holistic statecraft policy recommendations.

B. DISCUSSION

1. Deconstructing Economic Diversification Policy: The Resource Curse and the

Institutional Imperatives of the Post-0il Transition

This results and discussion section must commence by probing the structural roots
of the policy problem that compelled these two nations to redefine their bilateral
relations. Critical analysis substantiates that the urgency to integrate religious tourism
into the macroeconomic diplomacy framework is not an initiative conceived in a vacuum
; rather, it is a rational consequence of the failure of legacy economic instruments to
withstand global systemic shocks. The Republic of Azerbaijan and the Kingdom of Saudi
Arabia represent two dominant models of what is academically conceptualized as the
rentier state?” For decades, regime stability, the expansion of infrastructural
expenditures, social resilience, and public utility subsidies within both state entities have
been exclusively propelled by a singular primary engine: revenues derived from the
extraction and exportation of hydrocarbons (crude oil and natural gas). The
characteristics inherent to this rentier economy engender an institutional pathology
frequently conceptualized as the Natural Resource Curse or Dutch Disease, wherein the

persistent abundance of energy export revenues systematically suppresses innovation

27 Jabbarova et al., “Oil- and Gas-Rich Azerbaijan’s Economic Diversification: Analysis of Global Experiences
and Prospects for Application.”
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competitiveness within the manufacturing and service sectors.?® Macroeconomic
statistical data starkly illuminate this acute vulnerability. Reports from the World Bank
and the State Statistical Committee of the Republic of Azerbaijan corroborate that crude
oil exports have historically constituted over 80% of Azerbaijan’s total export value over
the preceding two decades. The profound volatility of oil prices—surging above $100 per
barrel during the commodity super-cycle before plummeting amid the COVID-19
pandemic and subsequent global geopolitical disruptions—has relegated Azerbaijan's
fiscal policy regime to a highly volatile, pro-cyclical trajectory. Consequently, expenditure
allocations from the State Oil Fund of the Republic of Azerbaijan (SOFAZ) are subjected to
relentless pressure to underwrite recurrent state expenditures, thereby diverting critical
capital away from foundational industrialization efforts.?’

Responding to this structural anomaly, the government formulated the Azerbaijan
2030 instrument, a strategic blueprint designed to catalyze growth in the non-oil
economic sector. The initial implementation of this blueprint has numerically
demonstrated positive indicators; the share of the oil sector in GDP is reported to have
declined from an absolute portion of 41% in 2014 to 27.5% in the most recent data
quarter.>* However, rigorous analysis requires a critical examination of these data: the
declining share of oil is primarily driven by commodity price devaluation and the post-
2010 decline from peak production, rather than by the non-oil sector achieving self-
sustaining growth capable of fully offsetting the foregone fiscal revenues.’! The reality of
this structural void necessitates substantial capital infusions and access to expansive
external markets—imperatives that cannot be adequately addressed through domestic
monetary policy alone.

Conversely, Saudi Arabia is navigating analogous disruptions within the global
political economy through the adoption of Saudi Vision 2030, representing the most
ambitious socio-economic restructuring in the Kingdom's modern history.** Departing

from the traditional petrodollar paradigm, this vision imperatively mandates the creation

28 Robert T. Deacon, “The Political Economy of the Natural Resource Curse: A Survey of Theory and
Evidence,” Foundations and Trends® in Microeconomics 7, no. 2 (December 22, 2011): 111-208,
https://doi.org/10.1561/0700000042.

29 World Bank, Azerbaijan Country Economic Memorandum. Page, 95.

30 Jabbarova et al., “Oil- and Gas-Rich Azerbaijan’s Economic Diversification: Analysis of Global Experiences
and Prospects for Application.”

31 World Bank, Azerbaijan Country Economic Memorandum. Page, 96-97.

32 Mabrouk and Alanzi, “Tourism Transformation and Oil Price Dynamics in Saudi Arabia: An ARDL Analysis
of Religious and Non-Religious Tourism.”
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of a sustainable economic order through the expansion of privatization initiatives, human
capital development (including the integration of women into the formal labor market),
and the strategic positioning of the tourism ecosystem as the primary engine for foreign
exchange generation and an aggregator for creating one million new jobs.** This Saudi
tourism strategy is architected as a symmetrically bifurcated framework: on the one hand,
constructing ultra-modern megastructure leisure destinations and secular coastal
enclaves (such as the NEOM project, the Red Sea Project, The Rig, and AlUla entertainment
complexes) tailored for the international tourist demographic; and on the other,
optimizing spiritual capitalization through a massive expansion of religious tourism
capacity, targeting 30 million Umrah pilgrims and millions of annual Hajj participants
over the coming decade.®*

It is at this nexus that the core problem and the policy solution intersect.
Conventional government-to-government (G2G) economic diplomacy—frequently
manifesting as ceremonial trade summits, the negotiation of agricultural tariff quotas, or
upstream crude oil investments—has proven inadequate to catalyze the formation of the
technology and hospitality service supply chains envisioned by Azerbaijan 2030.%
Conversely, recent Autoregressive Distributed Lag (ARDL) econometric studies on
tourism demand asymmetry demonstrate that secular leisure tourism exhibits an
elasticity highly sensitive to income shocks and macroeconomic stability; 