TRANSCRIPT (AS PREPARED)

U.S. Embassy to Azerbaijan

Ambassador Richard Morningstar
Remarks (As Prepared)

Azerbaijan Diplomatic Academy

Baku, Azerbaijan

February 10, 2014

Good afternoon, everyone.  It’s an enormous pleasure to be here with you today.  Before I begin, I’d like to thank the Azerbaijan Diplomatic Academy, Ambassador Pashayev and Fariz Ismailzade for hosting me and giving me the opportunity to share my thoughts about the future of Azerbaijan’s economy and its accession to the World Trade Organization – or WTO.  
Today I would like to make three general points. First, I want to explain what I think are the benefits of WTO membership.  Second, I want to share a few quick thoughts about the positive experiences of other countries.  
And, lastly, I want to focus on why WTO membership would be good for Azerbaijan.

To begin with, joining the WTO is not an objective in itself.  Rather, the objective is to promote jobs and industrialization, reduce poverty, attract investment, lower the costs for goods, and reduce the barriers to trade.  
WTO membership does not automatically bring these things about, but it makes them more likely, by lowering the cost of international trade.  Joining the club means agreeing to play by a set of rules in which you get to sell goods and services in members' markets, and they get to sell them in yours.  Out of that – out of lots of firms all over the world trying to make money by selling their products – comes economic growth, and lower consumer prices.

Last year, President Obama said, “Trade will flow where rules are predictable and investment is protected.”  And I believe countries have received the message.  There are now 159 members of the WTO that are benefiting from this rules-based system.  In October, the WTO released its 2013 statistics showing that roughly 97 percent of all world trade is done between WTO member states.

The examples of countries that have benefited from freer trade after joining the WTO are numerous, but I want to share just a couple with you today.  
First, the most obvious example is China.  After joining the WTO in 2001, China’s economy boomed.  Exports increased over 6.5 times by 2012 and the country became a major investment destination – over 350,000 foreign-financed companies were established in the first ten years.  Being part of the WTO means that a factory manager in China can export to any other WTO member where there is a market for the factory’s output.  
But there are smaller and closer examples of success.  Georgia’s exports grew by 17 percent annually between 2005 and 2011 and its imports grew even faster – not entirely due to WTO membership of course, but lowered trade barriers were clearly a factor.

An example of another place that was lucky with natural resources is the United Arab Emirates (UAE).  Dubai’s oil production peaked in the early 1990s, producing about 400 thousand barrels per day.  Its GDP was less than eight billion dollars.  In 1996, the UAE joined the WTO, setting the stage for Dubai to become a world leader in transportation, communications, and tourism, along with a multi-fold increase in the size of its economy, even as its oil production has dwindled to less than 100 thousand barrels per day.  

I believe that WTO membership could help propel Azerbaijan on an economic trajectory similar to Dubai.  
We all know that Azerbaijan wants to reduce its dependence on oil and gas.  President Aliyev has listed four priority sectors for this diversification:  tourism, agriculture, transportation, and information and communications technology.  If these sectors are going to grow beyond Azerbaijan, it will be through trade.  And if Azerbaijan wants to have the best chance of marketing its products in the widest range of markets, it has to join the WTO.
Let me walk you through a hypothetical example of how reducing the barriers for Azerbaijan’s trade will support these sectors.

Imagine you’re a farmer who wants to export pomegranates.  You need farming equipment and you need market data.  With reduced barriers for imports, the farming equipment you need to purchase – a vital input for your business – will be cheaper.  
With improved access to information technology imports and services through lowering trade barriers, you can access consumer data in your target export markets more efficiently and use the latest applications.  
Azerbaijan sees itself as a budding transportation hub for the region.  And this goal would be enhanced by WTO membership.  The recent trade facilitation agreement signed in Bali in late 2013 will reduce the costs of trade among WTO members and result in global gains of hundreds of billions of dollars in lower transaction costs.
Our local farmer’s pomegranate exports, for example, would pass through WTO countries more efficiently and cost-effectively.  This is the Dubai experience – which is one of the places poised to gain the most from the Bali trade facilitation agreement. And coupled with its transportation infrastructure investments, this could be Azerbaijan.
All of these benefits would put more money in our farmer’s pocket.  And that money could be used to hire more workers and spend more money at other local businesses.  

Of course, these benefits do not come immediately, or automatically.  WTO membership creates additional opportunities for economic growth, but only over time, and provided that one takes steps to create a positive business environment.  To use an agricultural metaphor, WTO membership will not plant your garden for you, but as your garden grows, it will give you space to expand.  
I should also note that other countries will be trying to expand into Azerbaijan’s garden.  In one sense, that is a good thing:  It means that increased competition will bring prices down for Azerbaijani consumers.  But new members, including Azerbaijan, often have concerns about how to help fragile sectors of their economy manage the transition.  WTO members recognize those concerns, and a significant part of the accession process is negotiating small, fenced-off areas for the parts of the economy that the new member believes will continue to need protection for some period of time. 
It has been nearly 17 years since Azerbaijan applied to join the WTO.  Yet I am encouraged by recent signs that there is a new will to conclude negotiations and join the ranks of the organization.

Many of the high-level officials in the government with whom I meet regularly understand the benefits of WTO membership and the linkage to the country’s diversification goals.  

It has been reported that President Aliyev said the other day that WTO accession will not take place in the near future and that domestic markets must be protected.  That is a legitimate concern but these issues such as agriculture subsidies can be renegotiated during the accession process and there can be a transition periods, but invariably countries are better off when they join. 

We at the U.S. Embassy are providing support to Azerbaijan to join the WTO.  Through the U.S. Agency for International Development office in Baku, we’ve provided technical assistance to Azerbaijan’s negotiating team to prepare for the multilateral negotiating sessions – the next one is just next week.  

We’ve also provided assistance in crafting the legislation necessary to bring Azerbaijan into compliance with the commitments Azerbaijan is making with the WTO.  WTO accession will require economic reforms that will strengthen Azerbaijan’s economy even apart from being a member of the WTO.  We believe this investment in Azerbaijan’s long-term economic stability is well worth it and we’re proud to co-finance this assistance with the government of Azerbaijan.  I think that is good evidence of the importance we both place on this goal.
Before I conclude, let me just sum up what I want you take away from this talk.  First, WTO membership means more trade, more jobs, more investment and a more efficient and transparent government.  It also means lower prices and better quality for all of you of the goods you buy.  Second, the world is full of examples of countries that have received these benefits after becoming members.  And, lastly, WTO membership supports Azerbaijan’s own goals for diversifying and growing its economy.

Thank you for your attention and I’m looking forward to answer your questions on the full range of issues affecting U.S.-Azerbaijan relations.  
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