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Thank you very much for the honer of speaking to you today. Today T would like to share with
. you-some thoughts o hew, under President Clinton's leadership, we are positionad now o take
advantage of global change and can prepare for an increasingly competitive and dynamic global
sconomy, and 10 examing chaltenges for the future, We are better prepared because of & strong
working partnership with the private sector. While these are factors in Washington that argue
againgt such a partnership, we must remain committed to this strong fink if we are to remain
competitive in the future and ensure our economic prosperity. ’ '

* * ok %

In January of 1993, when President Clinton took office, the business comrmunity, while “
understanding the beaefits and potential of world trade, faced international comperiiion largely on
iherr own. While our markels were generally open, we often faced a stacked deck abroad in .
terms of tariff and non-tariff basriers. While foreign governments invested increasing amounts of

“ leadership and energy into SUPPOrting their comparies’ commercial activities, the U8,
Government was comparatively disengaged and usinvolved. 1.5 financial assistance and export
promation programs were among the lowest of (-7 countries. Confronted with an uneven
playing field, American business s100d alone in a fiercely competitive global economy,
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President Clinton came to office with a pledge to set this mation on a course 1o strengthen the
economy, 1o create new jobs, and 1o expand opportunites for &l Americans. Fe came i with 2
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mandate for change - change that would be good for Amem;m ?xzsmass goad for Amencan”
workers and prepare us completely as WE ED1era new gentury. | )

* & ¥

The President f%}l.,é%zz to invigorate the domestic economy, and has done so successitlly as
evidenced by four years of sustained, moderate growth with low inflation and low unemployment,
. Expanded internationai trade has been 3 key component of that growth. We recognize the
tremendous tmpact of trade on our economy and on our way of life. Total trade - exports and,
IMports -« in 1993 represented 23.6% of the U.S. GDP. Exports alone représent aver 11 percent
of our GDP, up from 7.2 percent 10 yeacs ago. We have seen exports surge from $618 biliion in
1292 to $787 billion last year. Last year alone exporns rose by 880 billion -« a record. In 1993, |
about 11 million jobs‘depended updm exports, and by the vear 2000 it will be nearly 16 nuilion azzé
the figures are expected to continue to rise significantiy afier that. At a tine when we are
concerned about flattening wages, jobs directly refated to exports pay, on average, about 15
percent more than the hourly wage in the U.S, economy. Over the past seven years, export-
refated jobs have grown several timeg faster than total employment, and exporis have accounted
for one-third of the total U.S. economic gmwth even theugh they represent only 11 percent of
the total economy. d
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The Administration has developed a truly comprehensive post-Celd War trade policy that has' |
been a major contributor to this trend. This policy rests on the twin pillars of relentlessly pursuing
open markets and aggressively promoting exports. This has Jaid the groundwork foran ¢
unprecedented 1J.8, export explesion,

It is in the area of export promotion activities that our firms and our workers are able to take
advantage of market-opening efforts, often taking the form of public-private pdrtnership. This has

been done through policy initiatives, advocacy practices and export assistance -- all wrapped up tn
our National Export Strategy. )

* K %

In formulating this pest-Cold War trade and economiic policy, the Clinton Administration™ - |
recognized the critical importance of public-private partnerships. This is a fiercely competitive
global economy where it is not just & matter of phtlosophy, but also a critical necessity to work
together to combat practices that had previously given a decided advantage to our economic

- competitors, This approach is dramatically different from the one taken by past administrations, -

fy not reaching out 10 business, by ignoring the changes around the world, by thking a pass and

. hot recogmzing these glopal realities, our economy floundered.  American business was forced to
go it alone,  The real losers were Amenisan business and American workers. President Clinton
changed this by creating a genune public-private partnership to help American businesses .
compete and win overseas and at home. And this strategy is not only working, it 18 thriving,
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However, this practice is under attack like never before. Public-private parterships have been
mischaracterized and called o question recently in the politically-charged atmosphere of
accusation and innuendo. While Cangress and the press seek to link all policy decisions and
government programs, regardless of impact or effectiveness, with political contributions, the
entire system i¢ tainted. There 15 2 danger of that happening § in Washingfon that has put our
programs under a cloud of questionable mmzvas

]
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Under the challenge of numerous requests for éz}cumenzs and information, we have complied fully
with all requests and answered any and all questions. Not only because it is required, but also
because it is in our interests and in the interest of the American people. Because once someons
hears about our programs, once someone listens 10 our success siories, ouce somecns
understands how critical these public-private parinerships are t¢ our futurg sConomuc prosperity,
they understand that our sole mouvc in working with U.S. business is to i":e:lp sz.tp;}ar“: U.S. jobs.at
bome. - - , T
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“ Let me give you an example of how we have had to counter perceptions about our programs. A
recent issue of The Economist implies that the United States Government in general and the :
Diepartment of Commerce in particular should not be in the business of promoting exports; that  »
this is not a proper government function, We feel our role is an important one. In fact our efforts
are geared towards promoting a level playing field where transparent market mechanisms ¢an
operate to ensure that economic choices are based on market principles of price and quality. We '
have found, through our programs, that one of the most effective strategies is 10 use the power:
and weight of the U.S. Government on procurements, particulacly major procurements where -~
governments are involved as buyers, regulators or supporters of US| competitors,

© We also find that our trade development activities are complementary to our market access and
trade sgreement enforcement activities, While the Clinton Administration has reached some 200
agreements in its fiest term, it takes market opening activities in the form of missions, trade shows,
and counseling of American business (o help business take advantage of new market openings.
While much of this activity is driven by the private sectar, in some markets conditions exist that
require U S, Government involvement. No private entity can make the government-to- o
government introductions and provide the expressions of government interest necessary 10 open a
market in a timely fashion, The involvement of the U 8. Government in these trade promotion
activities also provides us with effective mechanisms 1o advocate for forsign government .
enforcement of its treaty obligatons and show us where we need 1o do more work, W

Characterizing our efforts as simple saiespeople is inaccurate and unfair, Where deals are based
on market factors of price and quality, where deals are between peivate parties in truly free and .
fair markets, or where small businesses can reasonably be expecied o fend for themselves,
government should stay out. In other situations, the United States Government should bea
strong advocate for Aunerican business.
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A shining example of a public-private partnership that recognizes the new global realities is the '
practice of government advocacy, Our thrée-year old Advocacy Center has put the United States!
Government -- more forcefully than ever - squarely on the side of U.S, exporters to level the
playing field in a fiercely competitive global marketplace, Since November 1993, when we first
launched the Advocacy Program and the Advocacy Center, we have helped U.S. firms win
contracts worth billions and billions in U.S. export content. Those exports will lead to the

creation and retention of hundreds of thousands of jobs across the U.S.

In addition to large companies and multi-bilion dollar projects, the Advocacy Center works
closely with many small and medium sized businesses, More thaa 24 advocacy successes last year
directdy supporied small and medium sized enterprises. Another way that advocacy suppaits
small and medium sized companies is indirectly, by advocating for large U.S. companies, who rely
on thousands of small U.8. suppliers and contractors 1o help fulfill their contracts.

W are proud of our successes and the Advocacy Center is a model example of both government
efficiency and coordination and a productive public-private partnership. Like many of our
pragrams, there are those who assume that they exist just to help large contributors (o political
parties, To those, let me say this

Advocacy is provided based on clear and well-established guidelines. We don’t choase
companies, they choose us. We help companies that mest our clear guidelines whose projects will
help create or support American jobs. These advocacy services are provided on 2 non-partisan
and non-discriminatory bagis. In administering the advocacy program we do not seek, nor have
we ever considered, information conceming political activities or affiliations of the companies we
assisted. Information about our services is widely disseminated and available.

We must continue to redouble cur efforts, however, and refing our advocacy for maximum
impact, We estimate that over the past eight vears, (.5, firms have lost more than 100 separate
overseas competitions due in part to political and economic pressures brought to bear by other
governments, as well as corruption and bribery by foreign companies. These losse’ amount to
tens of billions of doflars, The Advocacy Center is a very small investment considering the stakes'
invoived. The Center’s total budget is less than $1.5 million a vear with 21 full-time, hard
working staff. . O

Qur support and outreach 10 American business is not reserved for hand-picked businesses with
political connections.  Ratber, It i3 done right here in places like Atlanta, and in Export
Assistance Conters throughuut the country. These centers are another innovative siep toward
praviding, in one convenient location, hands-on export markeling and trade finance support for
small and medivm-sized companies. The Export Assisiance Centers - now 15 inall —area
joint effort of the Commerce Department's Commercial Service, the Small Busingss
. Administration, the Export-Import Bank, and --in one site-- the Agency for International
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_opportunities. Ard with ams the private saszer has created jobs and ww%ib

K

Development. They are one-310p shops for companics wishing 1o &xpérl. We also operate 51
District Export Councils nationwide, representing exporters and export service providers.
Through the District Export Councils, we have expanded communication and outreach to our
privite secior partners iﬁ ’
Another area of public-private partnership is the Business Couacils wa have created from
Argentina and Brazi to India. But most successful has been the Transatlantic Business E)talague:
{TABD). This TABD process is itself an unprecedented venture in govemmem-busmess
partnership tackling issues relating to the world's most :maartam eLONQINIC reiatlonshlp, between
the U.S. and the European Union. .

I have been intimately involved in the development of this process. It has become deeply ingrained
in a short period of time inte the U.8. Government and Eurcpean Commussion decision< making
process on a range of regulatory, trade and conumercial issues. It is one of the driving forces

leading to decisions at the highest levels *v including the semi-annual summits between President

Clinton, European | Comzmss:on President Santer, and the European Pramdency

While government plays a role, the true cb&mpzons of this economic expansion have been the
private sector, They have prepared for a changing globat economy, The Clinton Administration .
has cleared the tracks for exports 1o be the engines of growth, American businesses, large and
small, now have an environment 10 grow, become productive and take advantage of markcz

* & X .
The one practice that has come under the greatest attack is our Trade Missions. With a history of
success in supporting U.S. jobs and penetrating markets around the giobe, trade missions take
advantage of opportunities in promusing economic sectors and in various geographic markets that
demonstrate strong growth potential. These missions have proven o be an effective mechanism
to directly assist exporters 1o take advantage of market opportunities; 1o support ULS, companies

entering newly-opened markets or expanding in existing markats: and to further U.S. commercial
policy objectives. : ‘

Chven the mcmasmgiv competmve nature of the global economy, we cannot step back ina werid,
in which our econonic competitors are using all the tools at their disposal to aggressively pursue’
market opportunities for their companies. 1f we are to ensure our continued economic prosperity,
we rmust continue programs and imtiatives that promote and support private secior engagement in

" the global economy. These programs must meet the highest possible standards, and Commerce

Secretary Bill Daley is presently conducting a top-to-hottom review of the selection process 1o

- answer any <uestions and clear up any snd all perceptions that suggest that these missions were

reserved for political contributors. This entire notion is ahsurd, We have chosen companies that
are best able to take advantage of market opportunities regardiess of political aftiliation. These
missions have proven successful and Secretary Daley’s review will clear up any mis-perception

-
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that these missions do not meet the btghest standards placed on us an the Congress of the Uzmed
States and the American people. :

L

Trade missions and sur programs are important in not only advancing our overall commercial
interests, but also in furthering our foreign policy objectives. In addition to enhancing our
standard of living at home, trade missions help create better international understanding through -
the interchange of products, ideas and culture. Under President Clinton’s leadership and the
passion of Ron Brown and hard work of Mickey Kantor, we have developed commercial®
diplomacy to better coordinate it with our foreign poiicy. Both Ron and Mickey believed
passionately that increasing trade opportunities for 15.8. industry not only creates jobs and
economic growth at homs, but also serves mportan: foreiga policy gonls as well.  Under the .
teaderstup of Bill- Daley, we are commitied to build upon the outstanding legacy of achievement -
teft by his predecessors. The Administration believes in the critical role economics plays in the
implementation of our foreign policy objectives. This cooperation and coordination goes beyond a-,
specific commercial focus, g

We see it in the undergirding, with U.S. business, of new democracies whose vigbility depends
upon improving living standards for their citizens. This Is evident in South Affica, in Haiti, and
cther areas in which I am particularly interested: Central Europe, the Baitic States, Russia,
Ukraine, and the NIS, 1f these fledgling democracies are to flourish, it is absolutely essential that
we work together with the privaze sector to increase trade and investment. We can no longer rely

so much on forsign assistance in an era of budget siringency; expanded trade and investment are
the keys to future groewth.

rade and investment also. play an important role and must do even more in supporting the peace
process in troubled regions throughout the world, In the Middle East, Northern Ireland, and
Bosnia, peace and stability are intrinsically tied to jobs and prosperity. The best way to support
the peace process is by creating a better way of life through jobs in the povate sector, We can
contribute mightity to this end by fostering American trade and investment in these regions. I saw
this first hand in Pittsburgh last fall when we hosted a Trade and Investment Conference for
Northern Jreland with some 200 U.S., Northern irish, and Irish Republic companies represeried.
in the face of troubles and violence, American firms and Irish firms met to discuss poteatial _
business and partnerships in what was the biggest Commerce Department matchmaker conference
in the history of a program that dates back some 15 years -- some 450 matchmaker meetings.

Finally, countries ke Egypt and Turkey {the latter in which I have developed‘a particular
expertise), facing radical forces, can be assisted by the improved economic conditions more U.S,
mvestiment and rade will bring, Radicalism feeds on {iﬁspemmn and betier living standarcis can
help remove its aftract izzz


http:meetir.gs

The Fulure

Where do we go from here? What are the challenges of the future? One of the most daunting . -
aad important is to sohdify the consensus for free trade and operi markets under attack from the
ief? and the right of the politicat spectrum. There are several ways 1o do this. One is to have
other countries understand our new philosophy, ' ;

. s

The recent canclusion of the telecommunications agreement represents an increasing awareness -
and recognition of the realities of this new global economy, Following World War II, we
deveigped an asymmemzza relationship to our ty :zcmfr partners in developing countries. At the
time it made sense. We turned a blind eve to certain anti-competitive behaviors and condmons

such as monopolies and cartelization and permitted the market access while they built up their
infant industries. :

Our new philosophy recognizes that these days are over. While we should and wili continue to-
give special treatmerit to cenain poor developing countries, for example through the Generatized
System of Preferences and the Caribbean Basin Initiative, we muit adopt a new approach to a
whale range of countries in Latin America and the Asian tigers who are at a stage of development
where preferential treatment and anii-competitive and trade restricting practices can no longer be
wlerated. We need to press these countries to come up ta our standards for market access, as we
did te 4 certain extent in the telecommunication service agreement. These countries’ economies
and export production havr:: mature{i to a degree that specialized treaument 1s no longer necessary .
“or desirable. . *

L3 *

! believe the historic UJ.S. support for the multilateral system and for open markets is under attack -

as never before in the post-World War {1 era. To maintain the ¢urrent biparntisan consensus for

free trade against the chorus of protectionist voices, we must more effectively and visibly enforce -

our existing trade laws and trade agreements - inciuding the some 200 sgreements successfully
negotiated by the Clinton Administration. We must demanstrate 1o our workers -- 23 we have
done most recently with our intgllectual property rights sanctions against China - that we mtend
1o enforce the market opening commitments foreign countries have made with us in bilateral and.

muitilaterat trade agreements, ©

Within the Commerce Departiment, we have created a Trade Compliance Center devoted to
monitering foreign compliance with our trade agreements, This Center will develop and maintan

n central repository of monitoring expedtise. It will bring together in a synergistic way monitoring.

efforts already undertaken by cur sectoral and country expers, and will complement these efforts
through providing a central source for data collection, analysis of foreign compliance, and the
development of manitoring techniques. We will work hand-in-glove with the new enforcement

unit at USTR to highlight those who il 1o abide by the bdateral and multilateral agreements they |

‘have reached - and to actaccordingly w ensure comphanee.

t



Second, we must pursue an aggressive market opening agenda with our trading parters. We
must develop an agenda and pursue agreements that are relevant to the average citizens. For
sxampls, we must mmphasize the linkage betwesn trade and environmental standards and trade
and labor rights: Fundamental protections; such as standards against the uss of child faboreor
prison labor, have the support of our workers and have a nghtili place in our trade agreements.-
We must stress t0 our partners the importance of such agreements to the future of liberalized and
mutually beneficial trade. This i not an attempt to eliminate the competitive advantage of our |
trading pariners, but to Insist on core righis and basic conditions that will help convince the ‘
average worker that these international trade institutions are not mechanisms for job loss, but are
created to spur growth while at the same time address common, shared concems.

P
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Bevond sustaining public support for trade lii}eralization there are other trade prioritie:b 85 we
spproach the 21st century, We must reballd the consensus for free *rade and move the blob'ﬂ
trade system forward.- This can be dorie by securing Congressional support for fast- ~track .
nggotiating authority 1o allow us 1o continue a trade liberaiizing and market opening agendd on &
regional and muoltilateral basis. We must work to extend cur network of regicnal trade '
agresments, including expanding NAFTA to include not only Chile, but a regional link-up with -
Mercosur; and perfecting the new Trans-Atlantic marketplace to remove barriers to-trade and |
investirent. .

We need 1o pursue additional foreign trade agreements on a regional basis. These include
negotiating a Free Trade Area.of the Americas (FTAA) by the vear 2005 and attaining fres and -
open trade and investment among members of the Astan Pacific Economic Cooperation forum by
2010 for develoning countries, .

We must better communicate to the American people the benefits of trade in very clear and

concrete ways. Only with public understanding and support can we be successiul in expanding

exports and rnaintaining a political consensus for wrade liberalization. Workers must see trade as

job creating, not job destroying, - Trade is not some esoteric policy issue, A large and growing

. proportion of U.S, jobs depends on exports and imports. To those geoplc trade means jobs -

good paying jobs. It means better buys for consumers, It is the means by which we a3 4 nation

create future economic growth, ensure future prosperity, and provide jobs and opportunity for ot

peaple. There is a vast global marketplace out there for American products, And for the second

- year in a row, the 1.5, has been selected as the most competitive country. This is an area in
which we cas-make a real difference in our people’s lives, -
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Good Afternoon. It is a pleasure be here in Seattle — this is my first visit to the Emerald City
since | became Under Secretary for International Trade. And given this regions keen

understanding of the link between exports andd jobs, it is entirely fitting that 1 dxdn t waste much

time making my way out to the Pacific N{}z’thwest

I am very grateful for the opportunity o address the Washington Council on International Trade.

You have been at the forefront in this city's efforts to expand exports. Seattle 1s a model for the
nation on how trade can benefit and revitalize a community and how exports not only lead to the
creation of jobs, but also serves as a catalyst for dynamic growth and prosperity in the region,

Washington state is the most trade dependent state in the country, with one of every four jobs
related w bade. With only two percent of the nation’s population, Washington is responsible for
8% of the nation's exports. The Greater Seattle area is mnked fourth out of 250 Metropolitan
areas in a recent report released by the Commerce Department on the export ;}erfarmance of U.S.

. ¢ities,

The important role international trade plays in Washington State ?1&3 made Seattle an incubator °

where ideas and programs for assisting exporters are generated and nurtured. While I am here

today to share with you some of my thoughts, goals and pnomues in my new posntcn Yamalso *-

here 1o listen to you and learn from y(}u -

{a'{igzzﬁﬁaﬁng me to thig position, mesidam Clinton has given me the apportunity to continue the

/ work of Secretary of Commerce Ron Brown on the full range of trade issues on which I had been
‘working within Europe, but now on a worldwide basis.

Ron Brown believed passionately that increasing trade opportunities for U.S. industry not only
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creates jobs ami ECONOMIC gmwtb at bcme but serves zmgx:sfzam foreign policy g{)a}s as well. - The
American public needs to understand that our policies of aggressively apenmg nmkets and ,
promotmg cxpofzs a’izwaé are cicaﬁy in the natu::zzai interest.

- Working with my long time frz&nd and miicague Secretary Mlckey Kantar 1 mt&nd 10 bwid upaa .
" the outstanding legacy of achievement left by Ron Brown, Together we will ensure I}*zat our trade.

peizcy goals.mesh and complement our foreign policy objectives arouad the world, and cz*eaw )
jobs, econamlc growth and a better Standard of living at home,

. * -L . r . ? . .
'I‘l}roughout my years in %}oth the public and private sz::czm', I have worked closely with American
business. In my most recent position as the United States Ambassador to the European Union,
I have made it 3 central goal of the U.S. Mission I headed to champion the cause of U.S. business

in brzf:akmg down taniff and zwzz»{mff barriers to Eumpc:

My experience in Bmss:ei& hag gi»en me a deeper appremnan of the 1mportant nexus between 3obs

- and growth, trade and competitiveness, Trade and exports are essenual 1o the creation of high-

paymg American gebs No area of the country is more keenly aware of the fact that exports equals,

_jobs..” Exports today repre:sent over 12 percent of cur GDP, up 45 percent sincg 1980, when' it
. 'was 8.5 percent. In 1995, over 11 million jobs depended upon exports, and by the year 2000 ﬁmi

number will rise to neariy 16 millien. ‘Ata time when we are concemed with 3 ﬁatzemzag “of .
wages, on average, Jobs reldted to exports pay about 15 percent more than the hourly wage in the
rest of the economy. Over the past seven years, export-related jobs have grown eight times faster.
than total employ ment, and exports have accounted for one-third of the total U.8. econcmm ‘
growth, even though {hey represent only 32 percent of the me;zaii £COTomy . -

+ b

l Our future er:f.)mnnc growth and prosperity rely on an aggresswe pursuit of market oppomumt}cs,

a-strict enforcement of our U.S, trade laws, and an understanding that we must werk with the

private sector 10 ensure America’s competitive advantage as we approach the 21st century.

There are many ways in which the Commerce Depamr;ent in general and the International Trade

<. Administration specifically have focused on areas that satisfy the zmper:anz international

cOom mercxal objectives uf the United States; '

I‘I‘A is in a unique posﬁzf}zz to support these ob}eczwes t%swzzgfz its a%nizzy to provide strategic
support to the development of U.S, international trade and commercial policies. It is the only
agency of the U.S. government with the proven capacity to provide hands-on assistance to U.S:
companies that seek to broaden their markets by exporting or doing busmess abroad Our three~

- year old Advocacy Center has put the United States government -- for the’ first time - squmly‘ .
on the side of U.S. exporters to level the playing field. Since November 1993, when we first -1

launched the Advocacy Program, we have helped U.S. firms win contracts worth $42 biltion in L
U.S. export content, ITA can assist in inferprefing foreign rules and regulations, help arrange

joint ventures with foreign partners, and enable U.8. companies, particularly small and medium-
sized enterprises, to navigate an often strange and sometimes foreboding foreign marketplace!
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ITA offers a fuIl servxce global network of resources through its Commercial Serv1ce provndes
leadership in the U.S. government for trade promotion and advocacy through the Trade Promotion -
Coordinating Committee; analyzes U.S. competitiveness on an mdustry by-industry basis i in the
- Trade Development unit; provides business counseling and market access assistance on a counLry-
. by-country basis - through its International Economic Policy unit;” and through the Import
Administration ensures a level pIaymg field for American businesses through enforcement of the
anti-dumping and countervailing duty laws.” Since it opened in December of 1993, the
Department's Advocacy Center has, assnsted in ‘over 230 cases helping secure projects in excess

of $40 billion i in UsS domeshc content over. the life of those agreements. '

I havc scvcral clear goals that I would like to accomplish at Commerce to ensure America’s
wmpeuuve advantage, to create JObS through exports, and to max1m1ze our trade potential.

The ﬁrst of these is the aggresswe promotlon of U.S. exports in a highly competmve global
market. In the area of trade coordination and trade promotion, I will make it a high priority to
strengthen our Administration-wide advocacy efforts for exports through our Advocacy Center,

". which I want to enhance, and the Trade Promotion Coordinating Committee (TPCC), which we -~

chair. " There are concrete steps I believe we can take to improve the coordination and
* effectiveness of the TPCC agencies. The first is to use the information available to develop and
. make effective use of the unified trade promotion budget.

' b
t

‘Our Advocacy Center helps create a level playing field for U.S. exports. We also need to,
strengthen the Advocacy Center's interagency expertise through greater interchanges between the
Advocacy Center and other TPCC agencies. We have broadened the inter-agency participation
of the 19 member TPCC. This year, we have.-focused TPCC's activities on the U.S. response to
the Foreign Competitive Practices report released by Ron Brown late last year -- everything from
concessionary financing and subsidies to bribery and corruption. On the latter, our persistence

" is beginning to pay off. The OECD Ministerial Conference in Paris endorsed an end to tax
deductibility of bribes and called for all member countries to criminalize bribery and corruption.
Besides trade promotion, another goal I have is to strengthen our trade enforcement efforts.” I'am
a strong believer in the value of free trade. 'I believe protectionism in today's interdependent,
-global economy is self-defeating. We are dependent upon exports to create jobs, to provide
greater choice for our consumers, and to strengthen the competitiveness of U.S. companies. We
cannot expect to have open markets abroad if we close ours at home. Under Republican and
Democratic Presidents, and Republican ‘and Democratic Congresses, the United States since the
end of World War II hias been the world’s champion in trade liberalization and in creating a rules-
based system for the adjudication of trade disputes. This has helped foster more open markets
around the world and has helped bring unparalleled prosperity to the United States and elsewhere,

. while significantly reducing global tensions. Among the most important achievements of the
Clinton Administration has been the successful negotiation of NAFTA and the Uruguay Round
and its support by chubllcans and Democrats alike in the Congress.



‘But I believe the historic U.S. support for the multilateral sysiem and for open markets is izzxdei'
aftack as never before in the post-World War I era. To maintain the current bipartisan consensus
for fres trade against the chorus of protectionist voices, we must more effectively and visibly
azzfmca ol existing trade laws and trade agreements — including ‘the some 200 agfeemmzs
succsssfully negotiated by the Clinton Administration. We must demonstrate to our workers — g

we have done with our intellectual property rights sanctions against C?zznag that we intend to
enforce the market opening commitments forezgn countﬂes have made wit tzs in bilateral and
multiateral uade: agreements.

We are in the process of creating & Trade Compliance Cenier, within the International Economic
Policy unit of ITA, devoted to monitoring foreign compliance with our trade agreements. This
Center, which will 'utilize existing ITA resources, will draw on the $ectoral and geographic
expertise of ITA, its skilled economists and industry experts, and its history of monitoring and
enforcing trade agreements. The Ceater, which will be headed by a senior ITA official, will serve
as a central repository of moritoring expertise, It will bring together in a synergistic way
' monitoring efforts already undertaken by our sectoral and country experts, and will complement

-these efforts through providing a central source for data collection, analysis of foreign compliance,
and the development of monitoring techniques. We will work hand-in-glove with the new .’

enforcemen: unit at USTR to hxghl;ght those whe fail to abide by the bilateral and multilateral | o ‘

agreemmzs they have reached - ané o act accorémgiy to assure cz:zmplzame

Wﬁg can also hf:ip $zzszmr| a pubﬁc anﬁ congmsswnal consensus for free trade by encouraging-

rapidly industrializing countries, particularly in Asia, and more developed nations like Japan and

China, to open their markets to foreign products. The U.S. trade deficit with Ching is expected

to surpass $35 billion, exceeded only by our deficit with Japan. The perception that the 1.8,

. market is far more open to their products than their markets are to ours fans protectionist flames

- among ordinary working people. -These countries, because of their reliance on the U.S. market,
have a greater stake than anyone in opening their markets 10 assure a continuation zzf the free tra{}e 2
orientation of the United States. .

Even more broadly, the WTO and the entire multi-lateral trading system will not meet the full
potential we envisioned when the Uruguay Round was enacted and signed at Marakesh unless rapidly
developing and growing developing countries in Asia and Latin America begin to recognize that trade
must be & twd way street. They must do this to sustain the consensus for free trade and they must
do their part 1o make significant market opening offers in WTO negotiations like those on financial
services and, most recently, telecommunications services. This world 15 too small! the global
economy 100 interdependent, economic competition too flerce; job and wage pressures are 0o -
severe, the stage of economic development too advanced for thent to seek complete access to a U.S.
services market, while continuing to close their market to U8, and foreign trade and investment by
protecting cartels and monopolies and other restrictive practices. This cannot continue,

Third, I want to give special and incréased emphasis and energy to targeting small and medium-
sized businesses, and minority. and women-owned businesses that are severely under-represented
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. housmg -- to encourage bank lendmg

in the export area; in order to increase their exports. Small and medium-sized businesses are
where the new jobs in the United States are being created. They represent about 25 percent of our -
manufacturirg output, yet only account for 12 percent of our exports. ITA is already aggressively
targeting small and medium-sized business' through its Commercial Service, but better education,
more outreach, and.improved trade facilitation, and, possibly, new export financial mechanisms,
must be in place to broaden the export base of this country, and to increase the profits and job
opportunities in this key sector of our. economy.’ Small businesses often lack the resources for
‘market research overseas. TTA can and does help, counseling over 41,000 small businesses each
year through a variety of programs and initiatives on how to break into foreign markets.
One such program, the Export Training Assistanée Partnership, or ETAP, which is a customized
export training program originally designed by Pru Balatero of our Seattle Expmr Assistance
Center. This program has been adapted natmnwxde and serves as an excellent exampie of how
our Seattle Export Assistance Center has worked with the local trade commumty and local
business to foster innovative programs to assist eXporters.
ThmuOh custormzed training workshops covenng exportmg "how-to's", one-on-one counseling,
n-going follow-up, ETAP has provided small and medium-sized-export firms the tools they
need to enter the international arena. Of the various programs available to exporters, ETAP

provides the most comprehenswe cost- effechve trammg available, drawing on the best Lrade
expertise in the state. - - ‘ L : .

ETAP, like our etport assistance centers, embodles our efforts of reinvention targeted to the needs
of small- and medium-sized businesses. ETAP is also an excellent example of our efforts to build

strong partnerships in the local commumty and to leverage the resources of our partner
orgamzatlons '

This is the tvpe of hands-on outreach we will be doing across the country. Shortly, I will launch
a series of SME seminars around the country to help smaller business learn how to export and
penetrate complex and often forbidding foreign markets. We are also working on new financing
mechanisms, because banks, often reluctant to lend at all to exporters, are particularly resistant
to lending small dollar requests We are working on a consomum concept -- like Fzmme Mae tor

M .

\\/\' Q{et another goal is to better consolldate our commercial policy and our forexgn pOlle We
;ﬁoc"“beheve in the critical role economics plays in the implementation of our foreign policy objectives.

This cooper ation and coordination goes beyond a specific commercial focus. Having served for

. *two and one-half years as Ambassador to the European Union, I bring to Commeérce a-first hand

understanding of the importance of the ways in which our trade and commercial efforts support
and work hand-in-hand with our forexgn pohcy goals. '

1

We see it in the undergirding, w1th U.S. busmess, of new democracies whose viability depends -
upon improving living standards for their citizens. This is evident in South Africa, in Haiti, and

[ R
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other areas in which 1 am particularly interested: Central Europe, the Baltic States, Russia,
Ukraing, and the NIS. If these fledghing democracies are to flourish, it is absolutely essentizl that
we work together with the privae sector {0 increase trade and investment, We can no longer rely
solely on foreign assistance in an era of badgez stringency.

Trade and investment aiso play an mgc}r...nt role and must do even more in su;::;x}mng the peace
process in troubled regions throughot the world. In the Middle East, Northern Ireland, and,
Bosnia, peace and smbﬁz{y are intrinsically tied to iobs and prosperity. The best way the peace
process can take hold is by creating a better way of life through jobs in the private sector. We
can gontribute mightily to this end by encouraging American trade and’ investment in these

regions. So too, countries ke Egypt and Turkey (the later in which { have developed a particular

expertise} facing radical forees, can be asststed by the improved economic conditions more U.s:
investment and wrade will bring. < .++ . . 2

A fifth goal of the Commerce Department and the ITA, which [ will continue with enthusiasm; .
is the emphasis on trade with Big Emerging Markets (REMs). [ fully recognize the importance
of the BEM initintive, for {1 is here that the lion’s share of the incremental growth in world
imports will occur in fewer than a dogen markets - the Chinese Economic Area (China, Hcmg
Kong, Tatwan); South Korea; the ASEAN countries and India; South Africa; in Europe via’
Poland and Turkey; and in Latin America (Mexico, Brazil, Argeatina). In 1994, U.S. exports
o the BEMs exceeded exports to either Japan or Europe. If present trends continue, by the year
2000, they will exceed exponts to Japan and Europe combined, These markets offer the greates
opportunizy for fuure export growth, given the significant growin rates of these countries -- with
some 2.5 billien people. The BEMs' share of global GDP may double from 10 percent now 1o
more than 21 parcent in just twenty years. This initiative has helped bring our trade promation

activities into better balance after many years of emphasis on our tr aézzmm.i trading parirers, Tba
BEM's initiative has redressed this historic imbalance.

But the support of the United States government is essential to help 11§, businesses take fuil
advantage of this phenomenal growth, particularly in infrastructure development, in a sampl ing
of over 200 overseas competitions in the past eight years, the Commerce Department esimates -
that U.S. firms lost approximately one half of these competitions due to political and economic
pressure by other governments, including concessional financing, promises of technology transfer,
and linking foreign aid flows - totaling some $23 billion in lost contracts.

Having reprasented the United Stales to the EU over the past two and one-haif years,.and having
seen things from a Buropean perspective at the same ame, makes it clear, however, that we cannot

and must not ignore our mature markets ia Europe, Canada, and Japan. The wrade flows there are

huge -- for example, some $230 billion in two-way trade with the 15 countries of the Furopean
Unlon. Fifty percent of our merchandise esports go o traditional markets (20 percent to the EU,
20 percent to Canada, and 10 percent to Japan). Even a3 to § perfent increase in our exports o
these countries represenis an enormous increase in our exports.  This is not an either/or
propasition, We must continue 1o stress pur Big Emerging Markets initlative while 4l the same

&
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SPEECH BY AMBASSADOR STUART E. EIZENSTAT
BEFORE EX-IM BANK'S ANNUAL CONFERENCE
EVENING DINNER/AWARDS CEREMONY
Wednesday, May 8, 1996

Opening Remarks: Ronald H. Brown's Legacy

I am honored to join you this evening to celebrate the export successes of those
businesses and individuals who have been honored tonight. Your success in exporting is 8 true
example of the benefits as well as the realities of succeeding in today’s fiercely competitive
world. The past month has been extremely difficult and | would like to thank you all for your
heartfelt expressions of sympathy at the loss of Ron Brown and the other dedicated government
and private-sector officials who died trying to help to bring peace to a troubled part of the world.

Ron's vision was to use the power of the Federal government {o create gconomic
opportunity for all Americans -- and that he did better than any Secretary of Commerce this _
country has ever had. He accomplished this first and foremost by leading the charge 1o generate
jobs through our nation's first-ever National Export Strategy:

-- He was the first Secretary of Commerce to make advocating on behalf of American
companies a pervasive attitude within the government - personally advocating for over
$80 hillion in projects, supporting hundreds of thousands of U.S. jobs;

-- he was particularly concerned about the welfare of small businesses - sa be Ied the
government's charge to create a network of "one-stop” export promotion shops around the
country, so that small busingsses could get, in one place, all the export assistance that
government can offer;

- he believed that with the end of the cold war, the time had come to make sure that the
government was heliping firms compete overseas, so he worked tirelessty to reduce
government impased obstacles to exporting -~ freeing up an estimated $32 billion in high-
tech American exports;

- and, as you know, R{m %ed munerous business %évelo;zment mlﬁ&@z,‘lsia&md thesborld,

always iookmg, f‘er a;};}(}numms to heip Amencan fis irms take advamagg of mrading ¢ R 9
openings and io wm Zhezr fazz‘ share in contractsy ;% ‘ . mi- astr SEFENT -
f‘;{ . “‘." - §¢ ,g{"zﬁ’ N ‘d*{“ ,?‘

iy ii: E o + v;f ;; A
I shori, Ron érown m&ai&tne Cc}mmemc i}epanmeziiwhm ﬁ was mt:ani 20 be - a powerful tool
for U.S. businegses to r—"vatatszc the Amerzcan economy: He' bt:ilevq{i in the competitiveness of
American w\orkers and‘huilevéz:i That zhe products that we make in America are second to none,
As the President said, nobody wag more detérmined than Ron that American companies get a fair
shake around the world, and Secretary Kantor and I plan to continue his policies and not o miss
a beat,



The Critical Importance of Exporting

F know that I am preaching to the choir tonight on the importance of trade 1o our
economy. It is an inescapable truth that globalization and interdependence are here to stay - and
we must take advantage of the opportunities this global economy presents. Nostalgia for a time
when we made, bought and sold most products in the U 8. is understandable, but unrealistic, Just
take a look at the facts:

- {11 18970, the value of trade equaled just 13 percent of America’s GDP. Teday it is
estimated at 30 percent.

« in 1993, over 11 milkion jobs depended upon exports, and by the year 2000 that number
could rise to nearly 16 million;

- aiéd over the past seven years, exporis have accounted for one-third of total U5,
economic growth with export-related jobs growing eight-times faster than total
emplovment,

The goal of the Clinton Administration i3 ¢lear: to build and expand upon this tremendous
growth, Our future prosperity will rely on an aggressive pursuit of market opportunities, a strict
enforcement of our U.S. trade laws, and an understanding that we must work with the private
seclor o ensure America’s competitive advantage as we approach the 21st century,

Qur Key Priorities

To accomplish this task we in the Commerce Department plan to focus on a few key
priorities. First, we must work to ensure fair rules and mutuality of obligations in order to buld
confidence in trade, This Administration has negotiated 200 separate trade agreements. But
these treaties will accomplish little if we do not follow through with a strong U S, presence in
these markets, One way to build confidence in the trade agreements we negotiate is to enforce
them. And good enforcement is critical if we arg (o get good future agreements. An absolute
prercquisite for enforcement, however, is analysis and monitoring to determine the extent to
which trade agreements are being comphied with, and that s the task we are setting aboul to
achieve with the new Trade Complionce Center that we are creating. This center will work hand
in glove with USTR's enforcement center, and will -~ for the first time -~ analyze and monitor
foreign compliance with the agreements we have negotiated,

Second, we must continue to work 1o aggressively support ULS, firms bidding on overseas
projects -- enstring that they get a fair shake. Through the TPCC's Advoracy Network we
already have an impressive track record - assisting this year alone in 77 projects awarded to
American companies, totaling some $22 billion in U.S. exports, and supporting hundreds of
thousands of LS. jobs. We plan to continue this effort, deepening the expertise of our advocacy
team through agency interchanges to bolgter our staff.
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Third, we must help small and medium-stzed fiems compete internationally. We will
give special and increased emphasis and energy to targeting small and medinm-sized businesses,
and minority and women-owned businesses that are severely under-represented in the export
plctare, in order to increase their potential, Small and moedium-sized businesses are where the
new jobs in the United States ave. They represent about 25 percent of our manufacturing output,
yet only account for 12 percent of our exports. The International Trade Administration is already
aggressively targeting small businesses through our Commercial Service, but we must Jook for
new ways, whether through financial mechanisms, better cducation, more outteach, improved
trade facilitation to broaden the export base of this country. 1 would welcome your advice in this
area snd urge you to contact us with your ideas.

Working Together Through the TPCC

Fourth, those in the Administration charged with this task must work more closcly
together. Ex-lm Bank and Commerce have worked as close partners over the past few vears,
leading the interagency Trade Promotion Coordinating Commiltee. Together, along with OPIC,
TDA, SBA, State, Treasury, Energy, Transportation and the other agencies, we have
implemented an effective export promotion strategy over the past three years. Through our
National Export Strategy -- our nation's first-ever blueprint 1o increase jobs through exports - we
have leveraged federal resources and set some important strategic directions -- like our focus on
the Big Emerging Markets and our focus on small and medium-sized businesses.

in fact, Ex-lm's leadership has been the reason behind many of our successful initiatives.
As one recent NAM report said, financing is truly the fubricant that keeps the US. export engine
operating smoothly. Ex-Im Bank plays an integral role in our collective efforts to expand exporis
theough our U8, Export Assistance Centers - by providing trade finance expertise around the
country. Many of you are well aware of Ex-Im's Tied Ald Capital Projects Fund which has led
the way in countering the use of trade distorting tied aid, matching its use when appropriate -- ail
to the benefit of .8, exporiers. Some of you wiil also learn more tomorrow about how Ex-lin
Bank, working closely with the Small Business Administration, has developed a harmonized
working capital guarantee program - providing greater access to trade finance for small business
exporters. ‘We will be looking at ways to improve both of these programs for our 1996 National
Export Report, and want to hear from you about thewr effectiveness.

Waorking closely with Tino Kamarck and the tremendously dedicated staff of the Ex-Im
Bank, as wall as the other TPCC agencies, the Administration has built an impressive track
record. I've already mentioned a few of our key accomplishments: reducing obstacles to
exporting, creating a nationwide network of .8, Export Assistance Centers, establishing a fully
functional und integrated Advocacy Network and Center helping to secure billions of doHars in
contracts for LS. firms, and supporting hundreds of thousands of U8, jobs, Last vear, we
refined our MNational Export Strategy, giving increased emphasis to helping small businesses,
especially in the critical area of rade finance. We also deepened our Advocacy efforts to make it
part and parcel of the basic mission of every one of the TPCC agencies. This year, we hope to
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not anly sirengthen the bonds between the TPCC agencies, but to maintain our momentum and
aggressively carry our agenda forward -~ particelarly by responding to questionable foreign
competitive practices.

The Future Agenda: Responding to Foreign Competitive Practices

Last October, the Commerce Department completed a classified study detailing the
strategies that foreign governments often employ to help their domestic firms win major
contracts around the world. And just a couple of months ago, Secretary Brown held a roundtable
with business leaders from around the country on this topic - and heard first hand about how
American fivms are losing contracts due to questionable tactics. One conclusion that we have
drawn is that the use of these practices 18 far more widespread than previously known, and that
they will likely intensify in the future as the emerging markets shift their development into high
gear, leading to intensified competition among firms in the industrialized countries,

We estimate that over the next decade, some 150 large-scale capital projects worth nearly
S1 trillion are likely to be undertaken spawning intense competition as your companies - and
your competitors - seek (o win these lucrative contracis to modernize telecommunications,
transportation and infrastructure systems around the world, The emerging markets alone have
scheduled more than $220 biliion worth of megaprojects -- with the promise of follow-on
contracts to those firms which get in on the ground floor.

While our competitors are investing more and more of their resources 1o help their firms
wins these eritical projects, the ULS, is uving 1o do more with less. As a proportion of GDP, the
U.S. spent three cents per thousand dollars, while France spent 18 cents and Great Britain, 25
vents per thousand dollars of GDP, on their hon-financiog export promotion budgets.

The vse of bribery alone is costing American companies billions of dellars. Since 1954,
we have leamned of almost 100 cases when foreign firms used bribes to undercut U8 businesses
competing tor $45 hillion in overseas contracts. This is especially troublesome when the
numbers indicate that foreign firms that practice bribery typically win 80 percent of the contracts
they bid on.

We are now working together - through the TPCC -~ 1o develop a comprehensive, U.S.
governmeni-wide policy response W counter these foreign competitive tactics which we will
release this summer as part of our next annual report to Congress. Qur plan is to develop
conerete recommendations which the Federal government can begin to implement as soon as
possible. Already, some of the TPCC agencies have taken the lead in a number of areas, like
countering bribery, and we will rely on their expertise when developing our strategy.

Clearly, if these guestionable practices continue to go unchatlenged they will severely
handicap the competitive position of U.8. companies and workers as we approach the next
century. We hope that our plan will spur other nations to see the logic of greater disciplines and
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rules for the use of export credits, foreign oid for commercial gain, and other non-market means
of winning contracts, While this achievement is some distance away, the agencies of the TPCC
have begun a concerted effort now to begin (o create a new regime of conduct that will ensure
fair, open and transparent international competition for all,

Let me give you some examples of where we are headed:

. On bribery, we have laid much groundwork already through international fora like
the CECD. We are looking toward a strategy that will not only encompass these
and other multilateral efforts, but will provide measures that will be meaningful
for American busingsses in the short-terin;

. in the areas of fechnical assistance and standards will hope to develop proaciive
strategies {o betler enable ULS, firms to take advantage of pivotal opportunities,

L in the area of trade promotion, we will revisit the issue of how best to deploy our
fimited trade promotion resources;

. and we hope to develop some creative options for smatf and mediumesized
businesses in the crucial area of trade finance.

Conclusion

In sum, we have made great strides over the last three vears. But there is still mush more
to do. Competition for lucrative projects is heating up, and we must continue to negotiate global
disciplines and develop government programs to ensure that our companies get a fair shot at
these opportunities, -- and that our trading partners live up to their obligations.

Clearly, in the post-Cold War era, trade has taken its place at the {oreign policy table,
alongside strategic and political concerns, 1t is the new connecting link between nations - o way
to build conlidence, prosperity and peace. Ron Brown knew this. He understood that national
security cannot be separated from our economic security -- and worked for a day in which
prosperity and epportunity for all Americans, and for all those who would do business with us,
would create a more peaceful and stable world. Our job will be to make sure his vision becomes
a reality as we look toward the next Century.
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Mr. Chairman and members of the Senate Finance Commintee, it is an honor to be here today,

particularly because of my deep and long-standing respect and admiration for Chairman Roth,
Ranking Member Moynihan, and 30 many members of this Conynirtee with whom [have werkzed over
the vears$ in both ;Jub ic and private hife,

I h&d the privilege of appearlng before the Senate Foreign Relations Commitee in July, 1853, to be
confirmed for my present position as U.S. Ambassador 1o the European Union. Having once gone
through the confirmation heaning process, [ fully undersiand its gravity and importance and tuke thts
process very serfously. T wouid also iike io thank the Chairman, the Committee. and the staff for the
effort and sacrifice they have made in scheduling this hearing today. 1 appreciate and welcome the
oppe:’m:zity 1o share with vou my thoughts and to respond fully 1o your comments and quﬁsz‘zons.

Today's hearing in this building 5 indicative of where [ intend to s;}end a great deal of my time if I:
am confirmed for the position of Under Secretary of Commerce for International Trade. | have deep

_respect for the erucial role of the Congress in both foreign policy and trade policy. [f confirmed, one

of my wp priorities will be 10 work in close consultation with both the Members and staff of the
Senate and the House. I shall solicit your advice, seek vour views, and inform vou of our activities.
You ¢an be centain that [ will xeep the Congréss in general, and this Commiriee in particular, fully

apprised of activities and developments on the imternational trade front which are within my
warisdiction, ’

By Presidént Clinton having nominating me to this position, he and the Secretary of Commerce, Ron
Brown, have given me the opportunity to work on the full range of trade issues on which I had been
waorking within Europe, but now on a worldwide basis, Throughout my vears in both the public and
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was developed with the leadership of USTR and the Department of Commerce, and seeks to engage
Europe in the reduction or elimination of many tariff and non-tadiff barriers to trade. Qur initiative in

this respect will continue the momentum for trade liberalization from the Uruguay Round and instill
a new dynamic to the World Trade Orgardzation,

My experience in Brussels has given me a deeper appreciation of the important nexus between jobs and
growth, trade and competitiveness. Trade and exports are essential 10 the creation of high-paying

" American jobs. Estimates are that every $1 billion in additional exports supports between 15,600 and
20,00¢ new jobs. Exports today represent over 12 percent of our GDP, up 45 percent since 1980,
when it was 8.5 percent. In 1995, 12.7 million jobs depended upon expons, and by the vear 2000 that
number will rise to ne&riy 16 million, On average, jobs related to exports pay about 15 percent more
than the hourly wage in the rest of the economy. Over the past seven vears, export-related jobs have

* grovm eight times faster than total employment, and exports have accounted for one-third of the total
U.5. economic growth, even though they represent only 12 percent of the overall econony.

Ouf future economic growth and prosperity rely on an aggressive pursuit of market opportunities, a
sirict enforcerment of cur ULS. trade laws, and an understanding that we must work with the pnvaic

sector to ensure America's competitive advantage as we approach the 21st century. If c&aﬁmed 1
will focus on these objectives that are so critical to the Nation’s economic future. ) RS
I af'm particularly excized about the prospects of joining a Commerce Department which has been
steadily reinvigorated in recent years. There have been several great Secretaries of Commerce in recent
years, most notably Malcolm Baldrige, during the Reagan Administration, and Ron Brown today.
Under Secretary Brown's leaderstup, the Department of Commerce has successfully focused on a
mission of providing jobs and economic opportunity to all Americans and serving as a voice for the
business community in the senior policy-making circles in the Administration,

I have seen this first hand in Brussels, where I worked closely with the Secretary and his senior aides
on such projects as the Transatlantic Business Dialogue, which brought public and private sector
leaders together to address ways to improve our commercial relations, In Sewille, Span, we invited
130 U3, and European CEGs in the first-ever conference of its kind, to make recommendations ¢ the
U8, government and to the EU on a variety of issues. The conference adopted market opening
initiatives in such areas as: reducing regulatory costs and duplicative testing and certification
procedures; encouraging greater trade liberalization; reducing investment barriers; and dealing with
competltmzz in third country markets. Many of these recommendations have already been incorporated,
with my assistance, in the New Transatlamtic Agenda. Other recommendations will be considered by
a follow-up group now being organized and chaired by Alex Trotman, the CEO of Ford Motor
Company, and Juergen Strube, the CEO of BASF. If confirmed, I hape to continue to work clascéy
with this private sector group from this side of the Atlantic, - \ !
While in Brussels, I also participated in the Intemnational Trade Administration’s Showcase Europe
initiative, a comprehensive program to expand U.S. business penetration of the European market,
“Shawcase Europe,” which builds on the “Showcase Germany” strategy launched in FY 1994, seeks
10 Rurther open transatiantic trade and investment by encouraging the reduction of taffs and standard
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. ' barriers, mutually recognizing product testing and certification guidciixzes providing full and
. tramsparent access to gevemmeﬁz procurement opportunities, and assuring rational tr&a{mem for
\ investors,

The Transatlantic Business Dialogue is just one way in which the Commerce Department in general

and the International Trade Administration specifically have focused on areas that satisty the important |
international commercial objectives of the United States.

4

- ITA s izz a unique position {0 support these objectives, through its ability to prowvide strategic support
to the development of U.S, international trade and commercial policies. It is the only agency of the
U.S, government with the proven capacity (o provide hands-on assistance to U.S. companizzs that sgek
to broaden their markets by exporting or doing business abroad, ITA can assist in interpreting foret an
rules and regulations, help arrange joint ventures with foreign partners, and help U.S, companies -
navigate an often strange and sometimes foreboding foreign marketplace. ITA offers'a full service

.. global network of resources through its Commercial Service; provides leadership in the U.S,
gavernment for trade promotion and advocacy through the Trade Promotion Coordinating Committes,
analyzes 1JS. competitiveness on an industry-by-industry basis in the Trade Development unit;
provides business counseling and market sccess assistance on a country-by-country basis through its

~ Intemational Economic Policy umst; and through the Import Administration ensures 2 level playing fieid
for American businesses through enforcement of the anti-dumping and countervailing duty laws. The -
Department’s Advocacy Center in the Trade Development unit Jast year alone assisted in 77 successful
projects totaling some $31 billion, accoummg for some $22 billion in U.S. exports, and supporting

. 350,000 U8, jobs. . ;

iTA has accomplished a great deal over the past few years with the leadership of Secretary Brown,
~ former Under Secretary Jeff Garten and focemer Acting Under Secretary David Rothkopf. We are well

o5 our way to achieving the goal of the Administration’s National Export Strategy of increasing U.S,

exports 10 $1.2 triilion by the vear 2000, supporting over 6 million American jobs. In addition, I have

several clear goals that 1 would ike to accomplish in the coming years to ensure America’s competitive
- advantage, to create jobs through exports, and to maximize our trade potential.

I am a strong believer in thc value of free trade. 1 believe protectionism is today’s interdependent,
global economy is self-defeating, We are dependent upon exparts to create jobs, to provide greater
choice for our consurners, and to strengthen the competitiveness of U.S. companies. We cannot expect
10 have open markets abroad if we close ours at home. Under Republican and Democratic Presidents,
argd Republican and Democratic Congresses, the United States since the end of World War [T has been.,
the world’s champion in trade bberalization and in creating a rules-based system for the adjedication
of trade disputes. This has helped foster more open markets around the world and has helped brmg
unparaileled prosperity to the United States and elsewhere, while significantly reducing global tensions.
V Among the most important achievements of the Clinton Administration bas been the successful

rzego«auon of MAFTA and the i}mguay Round and its support by Republicans and Democrais ahke
in the Congress i
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* To maintain the current bipartisan consensus for free trade against the chorus of protectionist voices,

one ¢rucial ingredient 1§ tv more effectively and visibly endorse our existing trade laws.and trade
agreemenis -~ including the some 180 agreements successfully negotiated by the Clinton

Admimstration. . : . ‘

. ¢ . s :
ITA has a very effective Import Administration that impartially enforces our anti-dumping and
countervading duty laws. 1 will work closely with them to assure them of my support and to see that
they have sufficient resources to do their important job of protecting American industries agamst
dumpmg and subsidy practices that distort t}'le marke{giaée

With this in mind, if confirmed, i will create a Trade Compliaace Center, within the International .
Economic Policy unit of ITA, devoted to monitoring foreign compliance with our trade agreements,
This Center, which will utilize existing ITA resources, will draw on the sectoral and geographic
expertise of ITA, its skilled economists and industry experts, and its history of monitoring and
enforcing trade agreements. The Center, which will be headed by a senjor ITA official, will-serve as -
a central repository of monitoring expertise. It will bring together in a synergistic way monitoring

_efforts already undertaken by our sectoral and country experis, and will complement these efforts

through providing a central source for data collection, analysis of foreign compliance, and the
development of monitoring techniques. It will complement and work closely with the welcome’
nitiative of Ambassador Mickey Kantor and USTR to establish an enforcement office, as well as with
other agencies of the government and with the Congress to ensurg that American firms and workers
receive the fuil benefits from the rade agreements the United States has negotiated over the years. The
ITA has a mandate from the 1979 Executive Order t¢ monitor complance in non-agricultural trade
agreements, and | want to assure you that we will focus more than ever on using this authority, in close |
cooperation with USTR, to help identify priorities for enforcement and to develop strategies for---
ohtaining compliance by our trading partners. ITA’s sector-specific analytic tools will be particularly
helpful, from NAFTA standards and obligatioes 1o WTO rules on inteflectual property rights and
investments, 1o bilateral agreements with countries like Japan and China.

. We can also help sustain a public and cangressional consensus for free trade by encouraging rz;gidly

industrializing countries, particularly in Asia, and more developed nations like Japan and China, to open
their markets to foresgn products. The U.S. trade deficit wath China is expected 0 surpass 335 biltion,
exceeded only by our deficit vath Japan. The perception that the U 8. market is far more open 16 their
products than they are to ours f3as protectionist flames among ordinary working people. " These
countries, because of their refiance on the U.S. market, have a greater stake than anyone in opening
their markets to assure a continuation of the free trade orientation of the United States.

A second goal is 1o strengthen our Administration-wide advocacy efforts for exports through our
Advocacy Center, which I want to enhance, and the Trade Promotion Cootdinating Committee

% (TPCC). @ want to broaden the inter-agency participation, regularize its meetings, and work with the

TPCC to develop a unified advacacy effort and make effective use of the unified trade promotion
budget. 1 also intend to work with the TPCC to continue the ¢ffons begun by Secretary Brown last
year to develop a response to forezgn competitive practices, such as bribery and subsidies, that unfazriy
disadvantage U.S. compmes in g!obai competitions,



Third, T want to give special and increased emphasis and energy to targeting small and medium-sized
businesses, and minority and women-owned businesses that are severely under-represented in the
expon area, i order to Increase their exports, Small and medium-sized businesses are where the new
jobs in the United States are being created. They represent about 25 percent of our manufacturing

. wpur, yet only account for 12 percent of our sxports. ITA is already aggressively targeting small and

medium-sized business through its Commercial Service, but better education, more outreach, and
improved trade faciiitation, and, possibly, new export financial mechanisms, must be in piace to
broaden the export base of this country, and to increase the profits and job opportunities in this key
sector of our economy. Stmall businesses often lack the resources for market research overseas. ITA

can and does help, counseling over 41,000 smail businesses each year on how 1o break into forgzgn,
markets. . :

Toward this end, I will initiate, ifconfi}med, a series of conferences around the country, specifically
targeting small and medium-sized, minority and wonien-owned businesses, and workers in industries
with export potential, which ITA would sponsor with the Senators and Members of the House from

‘those areas. -Working with you - not just in Washington, but around the country, where it really

counts -- 1 hope together we can promote U5, exponts, help businesses overcome the hurdles to
exporting into foreign markets, and sustain support for free trade and open markets both here and
abroad, As the world’s most competitive sconomy, we have enormous opportunties,

Fourth, I want to afign more closely the efforts of ITA with the Foreign policy goals being advanced
by the Department of State, the achievement of which increasingly depends upon bringing U.S.
commercial interests to bear. .Having served for two and one-half years as Ambassador 10 the
European Union, 1 bring to Commerce a first hand understanding of the impartance of the ways in
which our trade and commercial efforts support and work hand-in-hand with our foreign policy goals.

An example of this coordination is the undergirding, with U.S, business, of new democracies whose
viability depends upon improving living standards for their citizens., This is evident in South Afnica,
in Hait, and other areas in which [ am particularly interested: Central Europe, the Baltic States, and
Russia, the Ukraine, and the NIS. If these fiedgling democracies are to flourish, it is absolutely
essential that we work together with the private sector to increase trade and investment. We can no
longer rely solely on foreign assistance in an era of budget stringency.

Trade and investment also play an important role in our foreign policy interest, namely in supporting
the peace process in troubled regions throughout the world. In the Middle East, Northern Ireland, and
Bosnia, peace and stability are intrinsically tied to jobs and prosperity.- The best way the peace process
can take hold and become durable is by creating a better way of life through jobs in the private sector.
We can contribute mightily to this end by encouraging American trade and investment in these regions,

A fifth goal of the Commerce Department and the ITA, which [ will continue with enthustasm, is the

“emphasis on trade with Big Emerging Markets (BEMSs). I fully recognize the importance of the BEMs |

zmz:azzve for it is here that the lion's share of the incremental growth in world imperts witl occur in
fewer than a dozen markets -~ the Chinese Economic Area (China, Hong Kong, Taiwan), - South
Korea; the ASEAN countries and India; South Africa; in Europe via Poland and Turkey; and in Latin
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America (Mexico, Brazil, Argentina), In 1994, U8, exports to the BEMs exceeded exports 1o either
Japan or Europe, If present trends continue, by the year 2000, they will exceed exports to Japan and
Europe combined, These markets offer the greatest opportunity for future export growth, given the
significant growth rates of these countnes with some 2.5 billion-people.. The BEMs’ share of global
GDP may double from 10 percent now to more than 20 percent in just twenty ‘years. This initiative has
helped bring our trade promotion activities inito better balance after many vears of emphasis on our
traditional trading partners. The BEMs initiative has redressed thns histonic imbalance,

But the support of the United States government is essential to help U.S. businesses take full advantage
of this phenomenal growth; particularly in infrastructure development. In a sampling of over 200
overseas competitions in the past eight years, the Commerce Department estimates that U.S. firms lost
approximately one half-of these competitions due to political and economic pressure by other
governmens, including concessional financing, promises of téchnology trans{er and hnkmg f‘orelgn -
aid flows -» totaling some $25 bziizon in iesz CONracts. :

Having r&;xesenwé the United States to the EU over the past two and one-balf years, and having seen
things from a European perspective at the same time, makes it more clear, however, that we cannot
ignore pur mature markets in Europe, Canada, and Japan. The trade flows there are huge -~ for
example, some $230 bilion in two-way trade with the 15 countries of the European Union. Fifty
percent of our merchandise exports go to traditional markets (20 percent to the EUJ, 20 percent to
Canada,-and 10 percent to Japan). Even a3 to 5 peréent increase in our exports to these countries
represents an enormous increase in our exports. This is not an either/or proposition, We must
continue to stress our Big Emerging Markets initiative while at the same time continuing our strong

relations with mature markets that have historically been the foundation of our trade and export
growth,

Last, I hope to better communicate to the American people the benefits of trade in very clear and
concert ways, Only with public understanding and support can we be successful in expanding exports
and maintaining 8 pofitical consensus for trade liberalization. Workers must see trade as job creating,
not job destroying, Trade 13 not some esoteric policy issue. Approximately 12 million jobs in the
United States depend on exports and tmports. To those people, trade means jobs -~ good paying jobs:
It means better buys for consumers, It is the means by which we as a nation create future economic
growth, ensure future prosperity, and provide jobs and opportunity for our people. There 15 a vast
global marketplace out there for American products. T hope that you'will give me the chance ta work
with American business to more fully expand and develop it. This is an area in which we can make a
real difference in our people’s lives.

~Ithank you once again for the opp)a;tunity to share these views and goals with you today, and would
be pleased to answer your questions or respond te your concerns. RN
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TESTIMONY OF UNDER SECRETARY STUART E. EIZENSTAT
SENATE COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS

May 15, 1997

Intreduction

I would hke 10 thank the Committee for the opportunity to testify today as part of our shared
pursuil of the truth and quest for justics oo behalf of the victims of World War II. T am pleased
that this subject, particularly issues surrounding the recovery and restoration of gold and other
assets looted by Nazi Germany during World War 11, and the acts of restitution which must

. follow, i3 not only the focus of our government report released last week, but also 4 continuing
concern of this committee. In fact, one of the niost crucial explanations as to why this subject has
captured the attention and concern of the international community has been the work of this
Committee under the leadership of Chairman D’ Amato.

Mr. Chairman, your work to push this sssue front and center and the work of this Committee and
its staff, particularly Greg Rickman, has been critical in our effort to search for the truth., Nearly
a year ago, 1 testified before this Committee on the issue of dormant accounts in Switzerland.
That hearing was a landmark in the road towards truth and justice - it was the first public
demonstration of the courageous work that has been so critical 1o our efforts. Together with the
teadership of the World Jewash Congress, particularly Edgar Bronfman and Israel Singer, you
were there at the ground floor - you have been lone voices in the wilderness. Through sheer
energy and determination, you, along with President Clinton who commissioned this study, forced
this issue and raised the consciousness and conscience of the world and of countries who, after 50
vears, have now opened up this dark chapter in their histories.

U.S. Government Report

I anv here today to discuss the findings from our comprehensive report in the same spirit of
cooperation and consultation that has characterized our efforts to date. 1 want to share with you
my thoughts and engage in the important discussion of our next steps 1o achieve justice.

As you know, last week, we issued a preliminary Study, eatitled “11.8. and Allied Efforts to
Recover and Restore Gold and Other Assets Stolen or Hidden by Germany Durning World War
IL” The report, which was prepared by the State Department’s Chief Historian, Dr. William
Stany, is the product of an extraordinary seven-month effort on the part of eleven U S
government agencies 1 coordinated at the request of President Clinton,  Along with s selection of
some 200 documents to support the findings, it also includes & summary and an interpretative
Foreword presenting my own conclusions,

Our mandaie from Presideat Clinton was clear. He tasked us to describe, to the fullest extent
possible, 1.8, and Allied efforts to recover and restore gold and other assets stolen from
governments and civilians in the countries Mazi Germany overran, and the initially valiant, but
ultimately inadeguate, steps taken by the U8, and the Allies to use these assets for assistance to



attention over the last vear, It is a study of the past, but one that has real implications for the
future. The report documents one of the greatest thefts by a government in history: the
confiscation by Nazi Germany of an estimated $580 million of central bank gold--around 35.6
biflion in today’s values, along with indeterminate amounts of other assets from individual victims
of Nazi atrocities during World War I Arcund 3400 million of this looted gold went to
Switzerland, either to the Swiss National Bank’s own account or the account of other countries at
the Swigs National Bank.

The picture which emerges from these pages is often harsh and unflattering, particularly when
dealing with the actions and attitudes of the neutral nations. All profited from their econowmic
cooperation with Nazi Germany. Among the neutral countries, Switzerland receives the most
attention in this report because of its crucial financial role. We have no desire to single out a
country that is a robust demeocracy, & generous contributor to humanitanan efforts and 4 vahied
partner of the United States today, But given the purpose and scope of this study, Switzerland
figures prominently.

The report also shines a bright spotlight on our own country’s shortcomings. America’s
teadership douring and following the war were admirable and commendable. Of course, the War
would not have been won without the enormous U.S. effort nor could the remarkable rebuilding
of Europe have occurred without American leadership. The 1.8, Government took the lead in
economic warfare against the Axis by intiating the Safehaven program with our Allies. The UJ.S.
scored significant successes i blocking German assets in leaving this country and in tracking the
flow of Nazi assets, particularly looted gold, to prevent any Nazi resurgence after the War, The
U.S. led the reconstruction of Europe through the remarkably generous and successtul Marshali
Plan. The report however, highlights U.S. and Allied failures tn the areas of restitution and
compensation during post-war negotiations to retrieve Nazi assets.

Conclusions of the Report

While this historical report simply lays out the facts in an objective manner, there are certain
conclustons one can draw, | have outlined my own personal conclusions in the Foreword 1o the
report, ‘The report should raise questions and serve ag a catalyst for further research and action to
redress, however belatedly, some small measure of the great injustice that still weighs on 50 many
people today, Let me share with you the major conclusions I reached in my own review as
conrdinator of this effort,

First, the massive and systematic plundering by Nazi Germany of gold and other agsets from
conquered nations and victims was no rogue operation. It was systematic, intentionatl and
gssential to the financing of the German war machine. The Nazis used neutral countries as banking
and financial facilitators. With the Reichsmark largely unusable, to obtain war materials, the
Nazis used looted gold, shipped largely to Switzertand, to convert into Swiss francs 1o help meet
therr war needs. The German central bank -- the Reichsbank - knowingly and willingly received
gold plundered from the central banks of the countrigs the Nazis overran and had 3 special



account -~ the “Melmer” account, for the SS officer Bruno Melmer, for the deposit of jewelry,
watches, even dental fillings of civilian victims of the Holocaust. The gold from monetary and
non-monetary gold was smelted or resmiclted and its origins often disguised with false markings. .

Second, m the umique circumstances of World War 1, neutrality collided with morality. Too
often being neutral provided s pretext for avoiding moral considerations. Of course, neutrality
was historically a well-established principle in international law, but the report makes painfully
clear that nentral countries - Argenting, Portugal, Spain, Sweden, Switzerland and Turkey --
were slow to recognize and acknowledge that this was not just another war, Most never did.
Nazi Germany was a mortal threat to mankind. Their cooperation was motivated in part by fear
of invasion, although this receded during the latter stages of the War; m part by Nazi sympathies
in some countries; and by a desire for profit in all. All helped support and prolong Nazi
Germany's capacity to wage war at a fime of grievous Allied and civilian casualties.

Third, of all the neutral nations, Switzerland had the most complex role in World War IL
Because of the financial role played by the Swiss National Bank and Swiss commercial banks, it
had the deepest and most crucial economic relationship with Nazi Germany, involving banking,
trade, industrial production and use of its railways. It, like others, had reason to fear Nazi attack.
Many of 113 actions benefitted the Allies. [t bought more gold and hard currency from the Allies
than from the Nazis, it served as 2 protecting power for Allied POWSs und property; and it
provided a crucial intelligence base for the OSS during the war, But without guestion
Switzerland and other neutral nations benefitted from thelr trade and financial dealings with the
Germans and helped prolong the War effort,

In the secand phase of the War, when Nazi Germany's threat to the neutral nations was
diminished, commerce with Germany continued. Despite Allied requests, German assels in
neutral nations were not frozen and the neutrals continued to profit form their trading links with
Germany.

Swise actions gfter the War are the least understandable, After the war, despite appeals from
Allied negotiators to congsider the moral imperative, the Swiss demonstrated an obdurate
reluctance to cooperate with Allied efforts to retrieve and redistribute looted gold. Despite
repested Swiss protestations after the War that they had never received any looted Nazi gold, #iy
report is incontrovertible: the Swiss National Bank and Swiss bankers had to know, as the War
progressed, that the Reichsbank's own coffers had been depleted, and that the Swiss were
handling vast sums of looted gold. In postwar negotiations, Switzerland used legalistic positions
to defend their interest, regardless of the moral issues also at stake. They first contended they had
purchased Nazi gold in good faith, and only later did they admit 1o having obtained looted Belgian
gold. After long, difficult and contentious bargaining, agreement was reached in the form of the
1946 Washington Accord - obligating the Swiss to return $58 million to the allies, far less than
the range of $185-328% miflion in looted gold the U.S. Treasury and State Departments estimated
wasg i Swiss national accounts. The Swiss were even less forthcoming in implementing the other
part of the Washington Accord -- providing the Allies with 30 percent of the liquidated value of



German assets in Switzerland after the War, in pant for the benefit of refugees. Six years later, in
1952, the Allies accepted a total token payment of $28 million compared to Allied estimates of
$250 to $500 mullion in German assets. Even this was effectively paid for by the German-Swiss
compensation settlement between the two nations reached at the same time.  Until last year, the
Swiss banks were notably uncooperative in helping identify dormant bank accounts.

Fourth, Amgerican leadership in the post-war negotiations to retrieve Nazi gold and other assets
was well-dntentioned, but unfortunately, limited. There was a demonstrable lack of senior-level
support for a tough and consistent U8, negotiating position with the neutrals. Moreover, there
was an even greater lack of atiention in ensuring implementation of negotiated agreements,
Wartime objectives werg replaced by new Cold War imperatives, to rebuild postwar Europe and
create NATO to confain the Soviet threat. Putting 2 democratic West Germany on its feet and
other security concerns with all neutral countries also took precedence. And yet the ULS, took a
far more aggressive position to recovering Nazi gold and German assets than our Allies. Our
Allies put an emphasis almost immediately after the War on restoring full commercial cooperation
with Switzerland. The British demanded early on to remove restrictions on Switzerland, At the
time they were also hesitant to provide money 1o Jewish refugees because it would conflict with
restrictions on the number of Jewish refugees who could enter Palestine.

Finally, the report concludes from the pattern and practice of Reichsbank resmelting and other
evidence, that some Nazi victim gold was sent abroad and gold from individuals as opposed to
central banks was afso included in the Tripartite Gold Commission (TGC) gold pool. This looted
central bank gold was to be redistributed to the governments from whom it was stolen during the
War. The decision to define monetary gold by appearance and not origin as well as other
evidence obiained in our review has established that the TGC gold pool was tainted with gold
from individuals. Although there is no evidence that Switzerland or other neutral countries
knowingly accepted victim gold, the study also provides clear evidence that at least a small
poriton of the gold that entered Switzerland and Naly included non-monetary gold from individual
citizens in occupied countries and from concentration camyp victims or athers killed before they
even reached the camps, Further research could determine whether more was included,

Bemche
QOther Neutrals fWD ’,-wo’"/ &I

SeWhile the report/focuses on Switzerland, it is important to touch on the role and actions of the
other neutral countries not only in our effort 1o set the record straight, but also in our shared
concern for justice and reconciliation.

Other European neutrals were also important commercial pariners of Germany, and Allied efforts
to throttle trade and financial exchanges between them and Berlin remained difficult. The United
States was also determined to halt German trade and the movement of German assets to Central
and South America, Argentina posed a particularly difficult problem in terms of preventing
financial exchanges and war-oriented commerce. To varying degrees, each of the neutrals
cooperated with Nazi Germany for their own economic benefit. Sweden was one of Naz
Germany’s largest trading partners, supplying critically-needed iron ore and ball bearings, among

f



other goods. Portugal supplied a variety of vital mineral resources for the Third Reich’s war
machineg, including the ore for tungsten, Spain maintained an active trade in goods and raw
materials. Turkey was Germany's source of very scarce chrome. Argentina’s pro-Axis regime
failed to control the transfer of German funds from Europe.

Negotiations with most of the other neutral countries were also difficult, contentious, prolonged
and produced little, with the exception of those with Sweden which were somewhat more
productive. Portugal only provided some $4 million of the some $31 million the Allies initially
sought, with negotiations dragging on throughout the 19505, Spain returned only $114,000 in
footed gold, despite Allied suspicions that Spain held as much as $30 million in looted gold. The
Allies also estimated that some $44 million in German assets and $5 million in looted gold was
located in Turkey. However, Turkey never made any payments.

Next Steps ‘

Our report seeks to set the record straight and lay out the facts in a ¢lear, unvamnished fashion,
This report will not answer all of the questions, but it will inform our decision-making and enable
us to proceed with a greater knowledge of what really happened duning this tragic period of gur
history and with a clearer understanding of the next steps we need to take in the coming months,

There are some who say that the best way to move forward, especially in light of the report’s
revelations, 15 simply to reopen the 1946 Allied-Swiss Washington Accord. While we exclude no
option, we favor a broader approach. What matters most right now i3 that the countries
mentioned in our report have time (o absorb these facts and we take a close look at what actions
are fortheoming before making any definitive judgements,

Three steps should be considered in the coming months 1o provide compensation (o the victims,

Firgt, approximately $70 million remains in a gold pool established by the Tripartite Gold
Commission, into which gold looted from central banks was placed for redistribution after the
War. The gold pool was intended to be made up of purely monetary gold. Our repon
demonstrates that it was “tainted” by the inclusion of some non-monetary gold taken from
individual victims and resmelted into gold bars that were indistinguishable in appearance from the
monetary gold bars looted from central banks. For example, the report indicates that coing
found in the Merkers salt mine were transfered to the TGC gold pool,

The remaining 5.6 metric tons of TGU gold is supposed to be divided among the claimant
countries. But on moral grounds, and because we now know that non-monetary gold was mixed
with central bank gold, we believe claimant countries should voluntarily make available a
substanttal portion of this remaining gold for the surviving victims of the Holocaust and Naz
persecution. Yoluntary action would avoid the difficult task of reaching consensus among
claimant countries through a renegotiation of the 1946 Paris Reparations Agreement.

Second, other neutral countries that returned far less -~ in some cases virtually nothing - of the



footed gold and German assets they had after the War might well consider following the lead of
Switzerland in establishing funds for victims. These individuals are elderly, and in many cases ill
and destitute. Switzerland has begun {0 recognize its responsibility to help redress these injustices.
Major Swiss banks and companies, along with the Swiss National Bank, have established a
substantial fund for needy surviving Nazi victims and their heirs, We encourage other Swiss
banks to join in this Holocaust Fund, The Government of Switzerland has also proposed
gstablishing an endowment, based on a portion of its gold reserve, to generate income for
survivors and other humanitarian causes. The United States applauds these significant gestures.
Due 1o fact that little time remaining in the lives of these aging survivors, we strongly encourage
swill implementation of these funds.

In light of the possibility of a referendum in Switzerland on the establishment of the government
humanitarian fund, it is important for private companies to take it upon themselves to initiate
actions to bolster and augment the new Holocaust Fund. It is essential that additional companies
and banks follow the lead of those few Swiss compames and institutions which have thus far
contributed to the fund, to address immediately the needs of those whose lives have been
inexorably sltered by the painful events of World War 11,

It is also imporiant that other neatrals such as Sweden, Spain, Portugal and Turkey follow the
Swiss lead and act to do justice to the victims of Nazi atrocities,

Third, we must work towards the return of communal property such ag schools, churches and
synagogues, particularly in Central and Eastern Europe. This includes income producing property
which could be used to support funds for victims. The Government of Hungary has undertaken a
dramatic initiative to begin paying compensation, $20-840 a month for the rest of their lives, to
over 20,000 Holocaust survivars living in that country, We hope that other countries will follow
this sterling example.

One aspect of the study deserves immediate attention and action: the plight of those who were
victims not only of war and the Holocaust, but of the sad combination of indifference on the part
of the neutrals and inaction by the Allies. The report reveals serious ingquities developed in the
treatment of victims depending upon where they bved after the war. Beyond immediate
pmergency resettlement assistance, most governments did not have long term commitments to
rehabilitation, The greatest burden of providing ongoing relief fell on private organizations,

In administering paymient (o survivors we believe special emphasis should be given to those in
Central and Eastern Europe and the former Soviet Union who survived both Nazism and
Communism. These “double victims™ have received little or no compensation from Germany,
uniike those survivors who live in the West, some of whom have received monthly pensions,

Restitution

Apart from these important financial steps, there is a moral imperative, Each nation involved in
these tragic events must fully come to terms with its own past. [t is important that a healing
process begin, and that genuine reconciliation be achieved. There is reason for optimism -~



especially with so many countsies now willing to honestly confront the past and draw Iessons from
it. Following the British study of last year and the launch of our own study, Switzerland, Sweden,
France, Spain, Norway, the Netherlands, Belgium, Brazil and Argentina have established, or will
soon establish, historical commigsions to examine their roles in World War 11, their relationship
with Nazi Germany and their responsibility to return looted property. 1In particular, we welcome
and applaud the steps Switzerland has taken in establishing commissions to examine assets in
dormant bask accounts and to review the entire historical relationship between Switzerland and
Nazi Germany.

We also encourage the creation and support of museums, regular conferences and educational
curricula and other means to ensure future generations learn the fili history of the Second World
War, including the nature of their countries’ relationship with Nazi Germany. A fuller
understanding of the realities of the War will ensure that such a tragic event will never be
repeated.

Let me emphasize that we strongly favor the truth finding commissions which many countries
have created, but these must not be an end onto themselves. We must balance the effort at
education and reconciliation for finture generations with the iromediate concerns of compensation
and restitution for those elderly survivors o allow them to live out their lives in dignity and honor.

Additional Research

To move this healing process forward, it is vital that all the facts be made public. The Clinton
Administration has made an extraordinary effort to declassify documents that may shed further
light on these issues, In addition, the U.S, favors the immediate declassification of all of the
Tripartite Gold Commission documents that bear on the ongin of the TGC gold pool,

The U5, and other concerned governments would then need to assess the results of this
information. It will be important, for example, to have German Reichsbank records available so
that we can all reach a more complete understanding of the origin and flow of looted assets,

The U.S. will also explore the idea of an international conference of historians and other experts
to exchange information, insights, and documents about the flow of Nazi assets, the relationship
with the Third Reich during the war, and measures for finding surviving owners or disposing of
heirless property. The Britih, in their report released last week, also called for such a conference.
Government officials can then profit from historians efforts to discuss other measures and how we
can act on the information and facts gathered. We have {or instance taken the important step of
coming to agreement with the government of Switzertand to share all relevant documents on this
subject so that each country may be helped in the search for facts.

Laresolved Questions

This report sought to answer as many questions about this issue and this period of time ag
possible. But there remain addittonal unresolved issues which are only briefly mentioned in this
report. It is our challenge, to work with you in Congress, to work with our Allies and friends
around the world to seek a more complete accounting and to continue our search for the truth and



justice. This hearing today is part of this very important process. But further investigation is
required 1o gain more complete knowledge and understanding, particularly in the following areas;

The disposition of heirless assets in U.S, banks and, indeed, whether there may have been looted
Nazi assets in U.S. banks -- including the American affiliate of Swiss-owned banks — is an
important mattee which requires further investigation by other institutions, including relevant state
anthorities, Congress took a hard ook at thig issue following the War. During the War financial
assets owned by enemy-country citizens had been frozen and there was widespread
Congressional support for the return of seized assets owned by Nazi victims. I August of 1946,
Congress enacted an amendment which permitted the return of seized assets to certain victims of
various forms of persecution, but the Act did not deal with the problem of those victims who had
died hertess. Legislation which would turn over heirless assets of persecuted persons to
orgamizations that would assist surviving persecutees failed in Congress for several years because
of the difficult procedures established for regtitution and the discrepancies over estimated figures.
Subsequent efforts also failed, but eventually, through legislation allotting a sum of $3 mullion was
decreased 1o a lump sum payment of $500,000 that was provided to the Jewish Restitution
Successor Organization,

In & letter t0 me this year dated March 11, Seymour Rubin, a negotiator at the time of the
Washington Agreement stated:
“To the best of my knowledge, there has never been a reevaluation of this paltry amount.
The proceeds of German assets in the United States were paid into accounts of the War
Clairas Commission which was charged with making payments as it could to American
businesses and entities which suffered war related losses. Legitimate as these claims were
¢ and are they should not be satisfied out of properties which were vested as “German” but
* belonging to victims of the Holocaust.”

This must be reevaluated and any discrepancy be provided o successor organizations. It will also
be important to pursue ingurance claims by families of Holocaust victims, as well as securities and
artworks, whose policies were confiscated by the Nazis or whose claims were denied duetoa
variety of circumstances, including the lack of death certificates.

Thig igsue of Nazi gold flows in to the United States, possibly through Swiss-owned banks
operating in the United States warrants further investigation. Dormant accounts in US banks are
turned over to the state in which the bank operates. The state houses these accounts in an
identifiable abandoned propeny account 5o depositors or their heirs could eventually recover
them, We must determine the most appropriate method and process to examine this information.
We think this 1s an appropriate issue for Congress to examine and support your further mguiry

:

and investigation, z

Conclusion



QOur task in the months ahead is to complete the unfinished business of the twentieth century’s
most tragic and traumatic events. Much work remains, but this preliminary study is a major step
forward, Ultimately, the United States, our Allies and the seutral nations should be judged not so
much by the actioes or inactions of 3 previous generation, but by what we do today and by our
generation’s willingness to face the past honestly, to help right the wrongs, and to deal with the
njustices suffered by the victims of Nazi aggression. Our hope 15 that our work will advance that
broader purpose «~ to achieve a small measure of justice, however belatedly, so that surviving
victims can live out their remaining years in dignity.

HiH



UNITED STA’TES DEPARTMENT

MMERCE |
TRADE

ADMINISTRATION

WASHINGTON QC 20230

i

- * eontact:dim Desler
- 262.482-380%

PREPARED STATE@%IENT BY AMBASSADOR STUART E. EIZENSTAT
UNDER SECRETARY FOR INTERNATIONAL TRADE
DEPARTMENT OF COMMERCE

Before the Subcommittee on
Comnierce, Justice, State, the Judiciary and Related Agmf:ws
¥ Committee on Appropriations

House of Representatives
. OPENING

March 18, 1997
Mr. Chairman and members of the Subcomnuttee, | appreciate the opportunity to appear before
youl 1n support of the International Trade Administration’s FY 1998 budget request,

ITA’s request is for $271.6 million and 2,270 FTE. As compared to FY 1997 appropnated levels,
this reflects an essentially flat budget. We are requesting an increase of $1.6 million (0.6%) and a
decrease of €0 FTE {-3.8%).

This is the fourth year for which we are requesting a nearly steady level of resources. We have
roughiy 300 fewer people on board that 2 1/2 vears ago. Yot we have taken on successfully
major new responsibilities—the new Compliance Center, our Advocacy Center, the Export
Assistance Centers around the country, the Big Emerging Markets mitiative, and new
responsibifities of our Import Administration unit in managing the added workload imposed by the
Uruguay Round. The fact that we have been able to retain a flat-line budget in these times of
budget constraints and fiscal austerity is reflective of this Administration’s commitment to
promoting exports as an engine for economic and jobs growth, It also demonstrates the active
support we have enjoyed from this Commitree, and for that we thank you, Mr. Chairman.

The continued snd sustained support for our programs is justified. The Administration
understands what many of you on this committee have long recognized -+ the importance of trade
and export promotion to our ecanomic prosperity. The International Trade Administration stands
at the forefront of this government’s trade promotion efforts.
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By approving our budget request, you will enable ITA to continue serving American businesses
and American workers in this most important area. ITA is the only agency of the {1.S.
government with the proven capacity to provide hands-on assistance 1o U S, companies that seek
to broaden their markets by exporting or doing buginess abroad. ITA also has the ability to
provide strategic support to the development of U S, international trade and commercial policies,
Through pur Advocacy Center, and our restructured Market Access and Compliance unit, and
ather efforts, we have put the U.S. government -- more forcefuily than ever -- squarely on the
side of U8, exporters to level the playing field in a fiercely competitive global marketplace,

Sustained funding levels will enable us to continue to assist in interpreting foreign rules and
regulations, kelp arrange jont ventures with foreign partners, and enable U.S. companies,
particularly smail and medium-sized enterprises t0 enter foreign markets. We will continue our
full service global nerwork of resources through our Commercia! Service; analyze U.S,
competitiveness on an industry-by-industry basis in the Trade Development unit; through our
Market Access and Compliance unit, formerly International Economic Policy, continue to
concentrate on identifying existing and potential market access issuez and developing strategies 1o
overcome market access obstacles country-by-country and region-by-region; and through the
Import Administration ensure a level playing fizld for Amedcan %usmesws through enforcement
of the anti~lumping and countervailing duty laws.

ITA’s FY 1598 request containg two.very modest increase proposals within our flat budget
request that focus on our prionity 1o strengthen our role in ensuring compliance with trade
agreements.

- We request $497 thousand to help us comply with our NAFTA obligations, These funds
will be used to fulfill our NAFTA obligations to pay panelists who provide us with dispute
settement services under the accord,

- We also request $532 thousand to enable us to more vigorously enforce new provisions of
the AD/CVD laws; these include sunset reviews, subsidies enforcement, and
administrative reviews.

The reduction in FTE (and positions) reflects our commitment to meeting the goals of federal
warkforee downsizing. 'We will meet our FTE target through novmal attrition and selective new
hiring.

As the Comumerce Department’s lead trade unit, the International Trade Administration {ITA)
helps U.S. comparies sell products and services abroad in support of U8, jobs at home. This
overall mission continues to be carried out by our four working units: Market Access and
Compliance (MAC), Trade Development {TD), the 118, and Foreign Commercial Service (the
Commercial Service), and Import Admimstration (JA), Proposed budget allocations to ITA's
four major aporating units for FY 1998 remain searly equivalent to this year.
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TRADE AND ECONOMIC GROWTH

What ITA does is sritically important to the 1J.8. economy, and 1.8, companies are following
through with unprecedented export performance.  In just over the lagt four years, we have seen
exports surge from $618 billion in 1992, to 5836 billion in 1996, Exports of goods and services
have grown at an annual rate of about 8 percent over the period, well above the rate of overall
econonic grawth. We are well on the way ¢ meeting the goal the Administration set two years
ago of increasing V.S, exports to $1.2 tnllion by the year 2000,

Today, ninety-six percent of U.S. firm’s potential customers are outside U.S. borders, and the Big
Emerging Markets (“BEMSs") alone will account for almost half of the world’s market by 2010,
These markets are our country’s best economic opportunity, with developing countries already
accounting for almost 67 percent of world import growth,

 The strategy afso reflects the fact that exporting is fundamental to our economic health and our
standard of living. In 1970, for example, the overall value of trade to our economy equaled just
11 percent of Amedica’s GDP. Twenty-five vears later (1993}, it reached 23 percent. Over the
past three years, exports have accounted for about one-third of totai U.S. economic growth. In
1995, some 11 million jobs depended on exports, and by the year 2000 zhat number will have

* risen substanna Iy, perhaps to 16 million,

What this means to the average American is that his or her company will perform better if that
company makes & commitment to export. Ninety-five percent of the world’s consumers live
outside the U.S. A recent study by a group of feading economists shows that firms that export
experience 20 percent faster employment growth and are 9 percent less fikely 10 go out of
business than are non-exporting firms. Jobs in export industries alse pay 13-18 percent more,
provide 11 percent higher benefits and are more productive than firms that do not export.

And because export jobs pay more and exporting firms are more likely to succeed, it is ¢lear that
the more we shift our economy into exporting sectors, the more we will contribute to more stable
sommunities and a higher standard of living for all Americans, -

Our future economic growth and prosperity rely on an aggressive pursuit of market opportunities,
a strict enforcement of our U 8. trade laws, and an understanding that we must work with the
private sector to ensure America’s competitive advantage as we approach the 21st century.

Dur trade programs and iratiatives are eritical in not only helping te generate economic growth
and advance our overall commercial interests, but also in furthering our foreign policy objectives.
Trade and investment play critical roles in undergirding and supporting new democracies around
the world and fostering stability in troubled regions. Trade is an area that makes a real and
positive difference in people’s ives.

PURSUIT QF GOALS AND OBIECTIVES
Since ITA is requesting only a very modest budget increase {$1.6 m), our budget plan is aimed at
focusing as many resources as possible from within the base towards the high priority activities |
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identified last spring and which are now part of the Department of Conunerce’s Strategic Plan.
ITA’s mission is 1o help U.S. companies sell products and services abroad in support of U, jobs
at home. Let me discuss the five goals [ have set in meeting this mission and give you some
examples of some of our achievements in pursuing them over the past year:

I~ Strengthen trade advocacy, trade promotion, and the Trade Promotion Coordinating
Commiiteg (TPCC) - Through the Advocacy Center, which is the “nerve center” of the TPCC's
" advocacy network initiative, [TA leads the Government-wide effort to develop and to implement
interagency strategies to help U.S, firms wan bids for major projects and commercial transactions
in foreign markets. In 1998, ITA plans to broaden the involvement of TPCC agencies in
advocacy activities, |

ft is important to note that our advocacy efforts are almost exclusively involved only when the
foreign decision maker is a foreign government or government-owned enterprise and, thus, pure
market forces are not at work, InFY 1996, ITA's Advocacy Center had its best year since it was
established in November 1993, The advocacy network assisted U.S, companies in winning 122
overseas contracts with a value estimated by the companies at more than $41 bilkon. These
projects could result in U.S. exports exceeding $26 billion. Thanks to outreach efforts to smail
and medium-sized enterprises (SMEs), sbout 20 of the FY 1995 successes were SME projects.
This number does not count the additional posttive impact on SMEs that occurs when large
companies succetd through advocacy: For example, Mission Energy Company’s successful bid
for a $2.6 billion power plaat in [ndonesia will bengfit 30 suppliers and subcontractors located
throughout the U8,

The following Advecacy Center “success story” illustrates one of many ways in which the Center
assists U.S. firms -- on a daily basis -« 1a their exporting efforis.

Parsons Engineering Science, Inc, of California, an environmental engineering company
specializing in water and wastewater projects and a subsidiary of Parsons Corporation,
was awarded a 3400,00C contract in April 1956 from the (Governmeni of Malawi to
conduct Phase I of a water management project which will span several vears.

Parsons will provide techarcal assistance o strengthen central water services and improve
operational efficiency and management of water resources in Malawi, The overall
program is valued at approximately $130 million, the bulk of which will be financed by the
World Bank. The potential value of possible U8, exports of pipe, valves, pumps, meters,
etc. for water system improvements could be in the $10 to $15 million sange over the life
of the contract.

For its contract, Parsons competed with firms from South Africs, Israel, the UK, and the
Netherlands, To ensure a level playing field, the company sought U.S, Government
advocacy support in Jenuary 1986, This support took the form of a S-country
Commercial Development Mission to Africa plus 2 followup letter to the Malawi Ministey
for Irrigation and Water Development,
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A second area of our promotion focus has been the Trade Promotion Coordinating Committee.
n September of 1956, the TPCC {with TTA as its lead agency) transmitted its fourth annual
report ta Congress on the status of the National Export Strategy. Entitled “Toward the Next
American Century: A U.S, Strategic Response 10 Foreign Competitive Practices,” the Strategy
responds 10 pne of our greatest problems in world markets -- practices our competitors use to
obtain market access in the world’s fastest growing economies. We heard from U.S. companies
that questionable practices, such as bribery and other forms of political and economic pressure,
are among the most difficelt barners they confront abroad. And we have seen that, compared to
our competitors, U.S, small and medium-sized businesses have more difficulty obtaining
reasonably-priced export financing, This year’s National Export Strategy sets out the first
government-wide plan to address these issues. Let me give you two examples,

Countering Bribery: To counter transnational bribery, the TPCC agencies, led by ITA,
are working through the Organization for Economic Cooperation and Development, the
Organization of American States, and the international financial institutions to develop
strong, multifateral proscriptions against bribery. Domestically, we in Commerce amended
our Advocacy Quidelines to ensure that a U8, firmy’s foreign parent or other affiliates are
not paying bribes to help win a contract for which they have sought U5, governument
assistance. Ex-Im Bank and OPIC strengthened their efforts to counter bribery by
amending their certificates. |

Smail Business Access to Capital: The TPCC agencies have hauniched two new
initiatives to improve access to trade finance for small businesses. SBA will extend s 7
{a) program -- which currently guarantees working capital for small businesses; and the
Ex-Tm Bank s designing & pilot program ta provide guarantees for bundles of smail
business loans for a period of time to help jump-start a secondary market for trade finance

for smal! business. L
il - Incrense rade agsistance targeted to small and medium-sized businesses, - 1TA will

continue 10 provide export assistance to small and medium-sized enterprises through the
Commercial Service’s network of domestic and overseas field offices. In FY 1996 former
Secretary of Commerce Mickey Kantor converted the final 53 distriet offices into Export
Assistance Centers, continuing our committient to the EAC initiative. In 1997, we will complete
our domestic field’s transformation into the Export Assistance Center Network with 19 operating
U.S. Export Assistance Centers {(USEACs) connecting a total of 96 Export Assistance Centers in
a “hub and spoke” network.

The transformation has already produced extremely positive results. Using our resources
efficiently, our Export Assistance Centars achieved a total of 8 177 “export actions” in FY 1896
helping 3,970 different UK. finns realize new and expanded export sales. This represents 80%
growth in “export actions”, that is, export sales which are directly facilitated by our trade
specialists, over the past two years. Please note, these are conservative figures since many of our
clients prefer not to disclose financial and sales information,
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Working hand-in-hand with the private sector, ITA organized overseas trade missions as well ag
trade exhibitions and product literature centers aimed at small and medium-sized businesses. [TA
organized trade missions including the historic return mission to Bosnia and Croatia, led by
Secretary Kantor, which resulted in the closing of $2 billion in commercial deals in Croatia and
the launching of an integrated commercial strategy to support the rebuilding of Bosnia, a mission
to India, in which bridges were established with the new Indian government; and & software trade
mission to China that successfully built upon the recent U.S -China intellectual property rights
accord, ‘

ITA industry representatives met one-on-one with ULS, busimesses -- most of them new to
exporting - in hundreds of thousands of counseling sessions, providing advice and strategies on
entering sector-specific markets in foreign countries. ITA’s award-winning Trade Information

“Center, which is the principal point of comact for ITA and TPCC counseling services, handled
more than 72,000 inquinies, 90% of which were from small businesses.

The Market Development Cooperator Program (MDCP) was created by Congress as a public.
private partnership that is industry driven. With small amounts of public money, matched two-to-
one with private sector funds, ITA works with industry to create golid market-expanding
programs. Seveateen cooperator projects, gengrally involving smiall firms, are now in operation,
and four have been completed, Sixty-three proposals were submitted for the FY 1996 MDCP
award competition, and on-March 4, 1997, four awards were made.

ITA has assisted many small and medium-sized companies in increasing their exports, Here are
just a few very concrete examples of our successes,

Carrier Vibrating Equipment, Inc., a Loussville, Kentucky-based smalf manufacturer of
vibrating conveyor systems, has seen its exports grow from 10 percent to 30 percent of
tatal sales since 1950 as a result of aggressive marketing and direct assistance from ITA's
Louisville office. With growing sales in South Kores, Ching, India, and other Pacific Rim
countries, the 100 - employee company plans to add 15-20 new workers to its payroll.

A client of the Loutsville office for many years, Carrier attributes much of its success to
trade missions and overseas travel supported by ITA programs. Carrier President Ken
Pane! is enthusiastic about the Gold Key and Customized Market Analysis (CMA)
programs that helped make recent teips to China, Taiwan, and Mexico a suceess. M,
Panel returned to the United States fom China with an order of nearly $850,000 for
equipment to be used in 4 petrochemical plant. Carrier is also poised to appoint an agent
in Taiwan as a result of a Gold Key Service provided by the American Institute in Taiwan,
In addition, much of Cacrier’s current export volume is due to strong sales in South
Korea, generated by an agent contacted during a 1991 trade mission supported by the
Louisville office. Mr. Panel shares the experience he has gained by serving as a member
of the Kentucky District Export Council {DEC).

FCX Systems, Inc. is a Morgantown, West Virginia manufacturer of frequency
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. converters used in a variety of applications, but primarily used to power jet airplanes,
Company officials met with Wheeling Export Assistance Center trade specialists in
February 1996 to identify possible export markets. After conducting extensive market
research, the EAC staff contacted the Commercial Section in the American Embassy in
New Delhi to inittate FCX into the Indian market. As a direct result of this assistance,
FCX sold five units worth $200,000 iato India by July 1996, Says FCX President and
Chairman of the Board, Don Gallion: “FCX tried on several occasions to enter the Indian
market and was getting nowhere. The Wheeling EAC provided us a winning combination
of comacts in and information on India that has made our first sale into [ndia 2 reality,”

ARINC Ine. is a well known provider of acrospace related products and services based in
Annapolis, Maryland. Qur Post in Beijing has been working with ARINC on negotiating a
contract in China. The contract called for ARINC to provide products and services for
the expansion of the Harbin International Airport in China. Through value added
counseling, program usage, assistance from the Post and the Advocacy Center, the firm
was able to complete the contract valued at $30 million. In a joint counseling session the
firm was introduced to EX-IM programs. The firm recently disclosed that EX-IM has
approved a 327 million direct loan 10 the bank of China in Beijing to support the contract.

Construction Marketing Services ({CMS), a Surrey, England based construction
marketing firm, in February 1996, contacted the telecommunications firm, Business

. Communications Management, Inc,, based in Lake Oswego, Oregon, as a result of BCM's
advertisement in Commercial News USA. BCM had advertised {or distributors of its “My
Calling Card™, a discount ¢verseas calling card for international travelers. By March
1596, CMS entered into a partnership with BCM to act as its UK. agent and distnbutor;
CMS presently provides over 50,000 cards per quarter to UK. travel agents.

In a talk with CS London, BUM expressed satisfaction with its sales through Commercial
News USA ads. BCM’s Lee Maronz told C8 “In the UK. monthly sales to CMS grew
from $100 in Apdl, 1996 10 34,000 in December 1996, with the volume up every month.
BCM satd its ads in Commercial News USA gave its product legitimacy and credesce in
the world market, BCM did not have to prove itself to new and potential distributors.

We will continue to improve these services by providing better education and outreach, improved
trade facilitation and by wentifying new export financing mechanisms. As the world’s most
competitive economy, we have enormous opportunities. 'We are committed to helping our firms
benefit from them.

il — Strengthen trade law enforcement and compliance mowitoring, including continued
aperation of the recently establishted Trade Compliange Center. - ITA’s import Administration
unit impartially enforces U.S. antidumping and countervailing duty laws. In line with guidance
from this Committee, our Market Access and Compliance (MAC) unit, formerly International
Economic Policy (1EP), has refocused its gosls and its functions, and is concentrating on
identifying existing and potential market access problems and initiating U.S. government action to
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overcome muarket aceess obstacles country-by-country and region-by region to expand the
opportunities for U.S. business worldwide. MAC is now reoriented and totally focused on
abtaining ¢xpanded market access for U.S. companies in foreign markets, leveling the playing
field by opering foreign markets to U.S. goods and services and ensuring foreign compliance with
frade agreements. ‘

A key element, agam with support from this Cammittes, was the creation of our new Trade
Compliance Center (TCC) in MAC to monitor foreign compliance with 200-plus agreements the
United States has in force. The TCC is developing a comprehensive data base of agresments and
13 developing quantitative means of measuring compliance, so that U8, business canbe in a
position to take full advantage of market opening agreements. MAC utilizes not only its own
country market access officers but alse the Commerce Service's overseas expertise and Trade
Development's industry expertise in identifying compliance issues and priorities.

We are pleased to report that the restructuring of MAC has already had & dramatic effect on the
U8, government's ability to act on foreign market access barriers and to monitor compliance with
trade agreements. Some of the examples include: .
Western Eurepe: ITA has taken the lead in conducting criticaily imporiant Mutual
Recognition Agreement (MRA) negotiations with the European Union that will
dramaticaily reduce the costs and difficulties U.S. companies face in getting their products
tested and inspected for sale in Europe. The MRA's will affect $50 billion of U8, bilateral
trade and particularly will reduce costs for smaller U 8. companies. MAC also led the
U.S. government effort to bring about changes in German government regulations to give
non-European companies access for the first time to the molti-billion doliar German
market for electric power generation equipment,

Eastera Europe, Russia, and the NIS: MAC identified and then took the lead in
generating government-wideé action 1o prevent Boland from implementing costly new
product entry requirements that would have frozen many -- perhaps most smaller U.S.
exporters out of the Polish market. Their continued access is now assured by MAC's
action. MAC also developed and led the implementation of the U.S. Government’s
strategy that successfully reduced duties in the Czech Republic allowing Westvaco to
export raw materials from the United States to its specialized paper plant in the Czech
Republic instead of having to buy materials from European suppliers. Many smaller U.S,
companies were assisted in entering the Russian and NIS markets.

Japan: MAC played the lead role i negotiating and monitoring key trade agreements
with Japan that substantially improve market access and sales for ULS, medical equipment,
pharmaceutical, and construction firms. Executives representing the U.S. medical
equipment industry indicated in March that as a result of a successful effort by the Deputy
Assistant Secretary for Japan to prevent Japanese officials from lowering the nationat
health insurance reimbursement price for U8, products, the 11 8, medical equipment
industry was gpared 500 milflion in lost revenues over the coming year,
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ITA also played a lead role in implementing and monitoring the U.§ -Japan Automotive
Framework Agreement (signed in August 1995). Big Three motor vehicle exports o
Japan increased by 34%, and U.S. auto parts exports to Japan increased by 20% during
1996. ITA was also instrumental in the successful conclusion of & new semiconductor
agreement with Japan, which builds on prior market access accomplishments by mandating
continuing U.8.-Japan industry cooperation and the collection and analysis of market and
trade flow data. .

NAFTA: MAC's NAFTA experts seek out regulatory or policy barriers that will impact
our exporters and devise strategies 1o solve the problems. MAC, for example, played an
integral role in obtaining a delay in a Mexican government labeling requirement that would
have cost U.S. exporters billions of dollars in lost sales and time delays, Also, MAC was
instrumental int opening up to U.S, bidders a comtract that a Canadian agency had
designated as NAFT A-exempt. The contract was eventually won by a small U.S. firm,

Middle East and Africa: MAC has been leading Commerce's effort to obtain better
‘market access in the Middle East, Much of this progress has been achieved through the
annual U.S.-Gulf Corporation Council Dialogue, the Gore-Mubarak Partnership meetings
with Bgypt, and the Joint Bconomic Development Group discussians with Israel in which
MAC plays a key role. MAU has also played a key role in promoting privatization in the -
Near East that has opened up new investment opportunities or. 1.8, firms, particularly in
the power field.

Asin-Pacific: During my visit to China last manth, I made it clear that our rapidly
growing trade deficit is not sustainable and will have a corrosive inipact on our economic
refationship if not adequately addressed. One of the key ways in which we are doing so is
through the premier US(G bilateral economic forum with China, established by MAC - the

. Joint Commission on Commerce and Trade. MAC also played the fead role in
establishing the U.S -India Commercial Alliance -~ the leading public-private partnership
between the Umted States and India. It provides us with opportunities to further market
access issues as well as to pursue business opportunities.

Through our Import Admirustration unit we also were successfll in carrying out our trade law
enforcement responsibilities, having completed more than ong hundred antidumping case reviews,
Also, we provided technical advice and negotiating support on a variety of multilateral and
bilateral igsues. :

ITA represents Commerce on the World Trade Organization’s (WTQO) Antidumping and
Subsidies and Countervailing Measures Committees. 1TA has participated with the USTR in the
working group on subsidies and antidumping under the Free Trade of the Americas Agreement
{FTAA) and the competition working groups under both the FTAA and the Asian Pacific
Economic Councii {APEC). Bilaterally, ITA has worked with the governments of Brazil, India,
Kazakhstan, Ukraine, South Africa and Thailand to clarify and explain the workings of our
respective AD and CVD laws. ITA also participates as part of the USG delegation on various
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negoti ationsimi&éing the shipbufiding agreement and the Multilateral Stee! Agreement.

IV, —~ More closely alipn trade objectives 8 foreipn policy, - Our trade and commercial
efferts frequently support our foreign policy goa 5. Yraée and investment flows can g} aya
significant role in facilitating incentives for peace and prospects for sustained economic grom‘%z
and stabifity. ITA will continue its efforts 1o provide economic incentives to promote these ends.,
We place emphasis on encouraging U.S. exporis and U.S. business leads 1o emerging
democracies, like those in the former Soviet Union, Central Europe, South Africa, and Haity; to
regions with fragile peace processes like the Middle East, Northern ireland and Bosnia; and to
countries like Turkey and Egypt, facing theeats from radical forces.

- ITA is utilizing various bilateral and regional mechanisms to expand the participation of ULS,

firms in Middle Eastern economies and to support the peace process. ITA provided support for
the Gore-Mubarak Partnership and the President’s Council Meetings in Cairo and Washington.
ITA orgamzed a Taba Trade Leaders follow-up meeting in Cairo and recommended steps that
were approved to reduce barriers to regional trade and trade with the U.S. Also, working
through the .S, Guif Cooperation Council on Economic Dialogue, ITA pressed for the
continued reduction of barriers to bilateral trade and investment, and for greater trade cooperation
and integration,

Last fall in Pittsburgh, 1ITA hosted a Trade and Investment Conference for Northern Ireland in
support of both commercial and foreign policy objectives. Nearly 500 matchmaker appointments
were scheduled, making this the Jargest business matchmaker program Commerce has undertaken
Early results are promising;: at least two contracts have been executed with Northern Ireland firms
to provide software technical services, and another company announced that it is forming a
wholly-owned software development company in the Belfast area that will eventually emplay
more than 100 people.

mafure m(zg*w Smce t}xe mceptton a?tke BE’VI 1mtsatzve in 1994 we havc mcrease{i szaff
levels stationed in those markets by 38% {or 125 positions). As part of this build-up, we are right
now in the process of adding 14 new Commercial Officer positions in BEM countries. Also, we
have opened Commercial Centers in three BEM s: Sao Paulo, Brazil; Jakarta, Indonesia) and, just
a few weeks ago I opened our newest Center in Shanghai, China. We are working closely with
state offices that have expressed an interest in co-locating with us in the Centers; for instance, in
Shanghai the States of Washington, Maryland, and Michigan are already in our office. We are
awaiting Government of India approval to establish four new satellite Commercial Service offices
in Irwdia, our only BEM in South Asia. In addition, ITA will continue to assist U.S. companies
that are already exporting to more mature markets in Western Europe, Japan and Canada and aid
them in expanding their markets.

ITA's ‘f;;‘:’ 199'3" PLANNED PROGRAM INITIATIVES
In erder to help U.S. firms meet today’s challenges in the world market, we have formulated a
substantial nuraber of trade promotion, poboy, and enforcement initiatives for FY 1997, {We plan

*
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. to redeploy as many resources as possible from our static FY 1997 budget base towards
implementation of these initiatives,) We have presented below only a select few of these _
initiatives because our strategic focus continues to evolve in response to changing conditions in
the global marketplace.
3
~ Continue t6 vigorously enforce our tra{ie laws, particularly in key cases {su;}ercampuzets
uranian, lumber, etc.). .

- Complete the refocusing of the Market Access and Cz&mpliance unit, tncluding
implementation by the Trade Compliange Center of a computerized data base, efforts to
systemiatically monitor specific frade agreements, and investigations and analyses of specific
compliance problems. .
P Ensure implementation of the 1996 National Export Strategy recommendations, particularly

those on small business finance, anti-bribery, and standards; and develop our strategy for
the 1997 report,

- Improve our advocacy efforts through electronic interconnection with the finance agencies,
focusing on fighting untied aid that is in fact tied, and fighting corruption in foreign deais,

- Continue our series of outreach seminars 1o smsll, medium-zsized, and minority businesses.

. - Support ongoing Administration efforts with China (implementation of agreements and
WTO accession) and Japan {implementation of framework and other agreenents).

- Follow-up on efforts to support foreign policy geals through economic efforts (Bosnia,
Middte East, Northern Treland, Haiti, Panama, Central America).

TRADE MISSIONS ABROAD .

On March 3, 1947, Commerce Secretary William Daley announced a comprehensive new policy
governing all aspeats of our-trade migsions, from private-sector recruitment to post-mission
reports, This, the first comprehensive written policy governing our trade missions, is now in
place. Itis a fully transparent, non-political process, where documentation relating to our trade
missions--why we are doing them, who participates in them, and what we see as resuits--will be
available on the public record. Moreaver, the palicy includes an express prohibition against
consideration of referrals from political parties or references to political contdbutions or political
activities., :
Trade migsions are an impaortant part of ITA’s export promotion efforts, and | wanted to assure
this commitiee that they will be operated in strict accordance with both the letter and the spirit of
Secretary Daley’s statement. ‘

CLOSING
. “As | stated at the outset, by maintaining 2 level budget for ITA while many domestic agencies are
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experiencing significant reductions, this Administration is showing its commitment to create jobs
and promote economic growth through expansion of exports and enforcement of trade laws. In
addition, Mr Chairman, I want to thank you personally and the members of the subcommittee for
your help over the past year in sustawing this level of resources for ITA. This enables us to
increase U.8. expons and to help create more U8, jobs, With the guidance and continued
support of this subcommittee, ITA will continue to focus on those objectives thas are so crifical to
the Nation’s economic future,

[ thank you once agatn Chairman Rogers, Ranking Member Mollchan and members of the

Subcommittee, This concludes my prepared statement, which has been reviewed and cleared %}xf
the Office of Management and Budget. T will be pleased to answer any questions or respond to
any concerns you or the Subcommittee members may have.

b
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Thank you Ambassador Boeker for that kind introduction. We at the Commerce -
Department deeply appreciate the work that you and your fine staff do every day and the
cooperative projects that we undertake together.

1 have beentasked to talk about “What is Next in Trade in the Americas,” but first I want
to put our work into a broader context than just trade. We are at a unique point in our .
hemisphere’s history generally, and in the U.S. relationship with it specifically. A foundation of
democracy and free markets finally is in place. If we build on that foundation -- increase
economic integration and trade; lock in the gains of democracy; and, find common solutions to
shared problems, we can make the Americas a cornerstone for years of security and prosperity.

While a worthwhile effort on its own, our goal for the hemlsphere is not motivated solely
by altruism. A secure, prosperous and democratic hemisphere is in our own domestic
interest, and it will bring tangible benefits to the American people as well. If we are successful
in building a community of free market democracies, our neighbors will enjoy far more freedom
than is present today -- greater human rights, worker rights, a safer environment, and the
opportunity to increase wealth. It will allow goods and services 10 trade more freely and fairly,
fucling economic growth. Increased cooperation will make fighting drug trafficking, organized
crime, and immigration problems that much easier. And I should add that we would welcome a
tree and democratic Cuba to join us in this great endeavor.
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We are embarking on i?u% great effort at fréer rade to make the Americas a model for the
reat of twe world, The Americas can be a model if democracy delivers responsive government,
better eduvational and business opportunities, with no tolerance for corruption. If this works.,
then we will have shrunk the gap between rich and poor and increased wealth for all.

H

But my focus today is on the trade aspect of this grand endeavor.

Sinee December 1994, U8, trade obyectives for Latin America have been framed by the

Sumimit of the Americas, at which President Clinton and 33 other hemispheric leaders committed

to conclude the negotiation of the "Free Trade Area of the Americas”™ {FTAA) no later than the
vear 2005, They agreed 1t roust be & comprehensive agreement, and that it would cover all the
substantive weds of the Nafta, When fully implemented, the FTAA would comprise the largest
free trade arrangement in history, encompassing an area with an overall GDP well in excess of
the current 39 willion figure and a market of over three-quarters of a billion people.

Cur experience in the hemisphere suggests that further Jiberalization makes sense for
goad business and good policy reasons:

. Latin American markets are among the fastest growing in the world, Economic growth in
Latin America is expected 10 average S percent or more through the vear 2000,

. According to some experts, Latin America can anticipate an additional 1.3 % of annuil
gconomic growth {rom concluding an FTAA,

- Further, Latin America will be particularly heavy demanders of the kinds of goods and |
) services in which the united states is very competitive. Last year, our expotis to the
western hemisphere accounted for almost 40% of total ULS. exports and nearly 30% of
the total increase in our expors,

- we sell more to Central Amcnca than we do to East Europe and the former Soviet Union
and,

. we sell more o Brazil than we do to Chir;a.

We want to negotmtu an agreement for the 21st Century, ene thaz will address and protect
the emerging Ieu,hnoioi,iu of the information age,

The Nafta Expericnce
The Mafta has played a vital role in helping trade expansion stfengihen the 1.5, economy.

Two-way trade between the United States and its Nafia partners, Canada and Mexico, was $420
billion in 1994, While Cunada and Mexico have long been our first and third largest trading

*



partners, almost one-third of current trade levels is new trade that has taken place in the three
years since Nafta was zmp?cmen{eii thatis a $ 27 §3i§§ ion Zrade gain under Nafta,

Nafta has demonsturated tweo very valuable lessons: first, as trade barriers comg down,
dramatie trade gains are possible; and two, rec trade agreerents cannot dictate econontic
circumstances, but xhev do lock in obligmmnsj z:z"e;zzzu;:, the certainty businesses need regarding
the “rules of the game.” . , _— ) .

1.5, exports to Mexico were down by only & percent in the yeor following the 1994 peso
devaluation. despite the fact that real Mexican GDP fell 7 percent. It was clear that Nafta helped
Jimit the extent and duration of the fall and helped spur the recovery of the Mexican economy.
And the recovery of the Mexican economy has been much quicker and sharper than most
observers forecasted, With the return of Mexican economic growth (5.1.percent) in 1996, U8,
exporis surpassed their pré-Nafta peak by 312 billion to reach a record 357 billion. Moreover,
there are indications that this export growth is aceelerating. By the fourth quarter of 1996,U.S.

. exports © Mexico were growing ol an annualized rate of $64 billion, compared 1o $352 billion
eatiier in the year. As Mexica's sconomy grows, it will consume more of what it {s now
exporting and demand for U.8. products will increase. If the trends of late 1996 continue into

1957, we can expect to see the marc%&ax‘zézsﬁ trade deficit, whzcﬁ was $16 billion in 1996, narrow’
this year. - - ‘

While U.S. export sales to Mexica in recent years have been strongly impacted by macro
econiomic conditions, imponant elements of this trade clearly would not have taken place without
Nafta. For one thing, as Mexico kept its market open to U.S. exports'and met its Nafia
reguirements o further lower tariffs, the U.S, market share in Mexico grew from 69 percent in
1993 10 76 percent in 1996, a gain which should position U,S. exporicrs well as the Mexican
SCONOMY continues is recovery.

In addition, Nafta has encouraged steadfastness in Mexico's economic reforms, The
Zedillo Admimsiramn has continued 1o move forward with privatization or concessions of
important sectars of the ceonomy, such us rallroads, seaports and airports. Greater competition”
has been encouraged in telecommunications, narural gas distribution and financial markets.

What Next o o e,

With that baek&muaé i sh{mid be clear t%mz a fra.e trade area of the Americas would
serve both the United States and its hemispheric pariners very well. And you may well ask "why
don’t we get on with 17" Candidly, not having fast track to date has certainly had a dampmm&
effect on FTAA momentum, but it would be wrong to attribute the pace of the talks solel ytothe
United States. There are a host of reasons why progress has been slower than we might have
hoped, zm,la.dmg the peso crisis and the tequila effect, Mercosur’s desire to consolidate, and
countries’ domestic adjusiment problems related to the remarkable market opening measures we
have seen throughout the region, - '
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We intend to seek fast track authority early this ycar. While the exact scope and terms
aren’t known yet -- we are still consulting the Congress -- this Administration has made it clear
that 1t expects to have at teast the same kind of authority that every other president has had since
1974. We cannot afford to sit on the sidelines while other countries move ahead to take
advantage of the growing markets of Latin America and other regions of the world.-

That said, we are making progress in the FTAA context and the United States continues

to provide intellectual and political leadership to the construction of the FTAA. We are among

the countries advocating the most ambitious objectives and time frame for the actual
negotiations. And we, along with Mercosur, are at the forefront of incorporating private sector
perspectives into the process. -

In fact, there has been much progress since the Miami summit. Meetings at the highest
governmental levels will help impel FTAA progress and the fast track debate including:

- Chilean President Frei visited Washington last month, with a free trade agreement with

Canada in hand (I hope we have a comprehensive FTA with Chile by the time of the
next Summit of the Americas in Santiago in March 1998). During his meeting with
President Frei, President Clinton reatfirmed his desive to obtain fast track authority from
the Congress. S

- Two presidential visits to the region are scheduled for early this year.
- Two trade ministerials (in Brazil and in Costa Rica) will take place before the next
Summit of the Americas in Santiago de Chile in March 1998,

. At the third ministerial meeting in Belo Horizonte in May, decisions will be taken on
when and how to launch actual negotiations. It is critical that this meeting set a date and
determine how to negotiate,

Two weeks ago at the vice ministers meeting in Recife, Brazil there seemed to be an
emerging consensus that the negotiations will be launched at the Santiago summit.

But we need to decide how to negotiate as well. At that meeting in Recife, the United
States, Canada, the Caribbean countries and Mercosur tabled their views on how the negotiations’
should proceed. The United States has made its views known on the level of obligations.,
structure and support issues, and the private sector role for these negotiations.

We think that the negotiations should be based on the WTO obligations plus the best
appropriate elements from regional trade arrangements,.and additional obligations that neither
currently addresses. We also suggested that there should be fewer negotiating groups than we
have currently, establish a secretariat to support the negotiations logistically, and conduct the
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negotiations at a single site so all countries can participate easily, We think that we must find a
way to incorpornte private sector views at all levels of the negotintions.

It is no secret that we wani 10 move as {ast as possible on these negotiations. Some in
Mercosur would prefer that it devote attention o its further consolidation and expansion first, but
all agree'that we wilf negotiate and we will finish the negotiations by 2005, [ would like 1o
make some points clear here: ~ . - -

* L

- The United States accepts that some countries will want to negonate en bloc, like
Mercosur, as long as they can assure that the obligations their mpr&senuwes accept will
%36 adopted by all members of the bloc.

- Sub»rcgi{mai agreements canrcontinue to build on econoniic reforms and deepen thewr
' internal trade liberalization. Ultimately they can make hemisphere-wide negotiations
easier by beginning the process of opening markets and accepling market discipiines. Of
course, they must not raise new barriers, nor should they impede the broader talks. They
also should be comprehensive in scope, especially when they involve developed :
industrial powers, §ii§e the European Unilon,

The tasier we can get started with the FTAA framework, the more quickly we will be able
"o resolve issues which create friction in our relationships and that can only be addressed
in the context of multilateral trade negotiations. Long-sianding nettlesome issues on both
sides ¢an and should be resolved in this context,

- Tuxierstand that there is concern in a few countries about the U.S. desire to begin
negotiations soon, and some worry about U.S. competition. Yet as Mercosur and other
regional arrangements expand and conclude additional free trade agreements, they are
already preparing for additional competition. Plus, a market access negotiation invoiving

© 34 countries inevitably takes time to conclude -~ and 1wo years, as Mercosur proposcs. is
., clearly not enough. I think there will be nlenty of notice.

- Also. | might comment that the Unirted States has advocated strongly for a Nafta-
Mercosur thalogue at public and private level because greater understanding is essential.
Bi‘i{ merging these lwo great agreements is not necessarily the best approach since tha,
) S}’fof%ﬁi& seape zmd levels of obligations are very different.

In our view, negotiations should proceed along paralle! tracks: As we say in the U.5., “we
can walk and chew gum at the same time " The U8, has been one of the strongest advocates of
implementing practical steps that will facilitate the conduct of business on a hemisphenc scale
while we alse negotiate principles. Among the possibilities:

- harmonization of ceriain customs forms,



.’ - adherence to principles of ranspareney in govermment procurement; and.

- - mutual recagaition of product standard test resuls and testing laboratories,
These then are our initial suggestions, While some are shared by our partnurs othées will
+ have to be worked through. You will hear fram our other speakers today and tomorrow about
ther country’s views on these matters but | am confident that we will find common ground,
That is after all the purpose of negotiations. No one ever said it would be easy, but the
Administration’ remains commitied to the region, its economic and political development; and
* our stake and role in that process. [ am confident that, with your help and suggestions, our
- maisters at Belo Horizonte will point out the way to a truly prosperous and democratic
heriisphere. SN : | ' ' “

. =

: " Thank vou.
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. .. This speech builds on several others which explain in more detail how
we have been thinking about Big Emerging Markets. These include:

g

The Big ,E;}:ergfng Markers: Changing American Interests.in the
Global Economy (Japuary 20, 1994)

" The Journey of a Thousand Miles: America’s First Steps on the

Road to the Pacific Century (March 3, 1994}

A Defining Moment for the Western Hemisp}wre:‘ Reform,

Integration, and the Sociol Agenda fMa.rch 28, 1994)

" The United States* and Brazil: Parmers in Chang: {March 29,

1994)

The U S and Chma at & Crossroads (Apul 11, 1994y
Fargxng a Deeper Commema! Relotionship between the Umfzd
States and Argenting (September 13, 1994)

Trade and Foreign Policy: Rtﬂec&ans on Economic Dipc’omacy
(September 13, 1994) :

After the Uruguay Round: Competing 1‘0 Win in tke Glabai
Marketplace (January 9, 1995)

India and the United States: Ending The Era of Mws:d

'Gpparmms (Ianuary 12, 1995)

fn addu‘wn, the Admzmsfmtwn issued a report lo Congress on :I:e
National Export Strategy, on Qctober 5, 1994, whick discusses Big Emerging -
Markeis m some detail.

All are avazfable fram the Office of Public Affairs, Internationai Trade
Administration, Depantmerxt of Commerce, telephone (202} 482-3809, fax -
{262) 482-5819.



Sznce its earfy days the Clinton Administration has been analyzing
America’s longer-term interests in the world economy. One major conciusion:
over the next two decades, the markets that hold the greatest potential for

. dramatic increases in U.S. exports are not our traditional trading partners in
Europe and Japan, which now account for the overwhelming bulk of our trade.
Rarher, the greatest commercial opportunities are to be found in tén Big
Emerging Markets (BEMs): the Chinese Economic Area {including China,
Taiwan, and Hong Kong), India, Indonesia, South Korea, South Africa,
Poland, ’f;:rkey Mexico, Brazil and Argentina. '

}"?zese ten could account for the same value of exports as either Japan or
Europe by the end of this decade. By 2010, they are likely 10 exceed our
* exports 10 both Japan and Europe combined,

. The Big Emerging Markets ("BEMs ") concept was first announced in
January of 1994. This speech discusses what has been accomplished since we
launched it, It focuses on changing antitudes in Washington toward export
prometion; acfivities of key departments and cabinet officers, the growing links

berween government and business strategies; the development of country

. strategies for each BEM: the focus on Big Emerging Sectors; the creation Qf
bilateral forums to promote long-rerm commercial cooperation; the
establishment of commercial centers within the BEMs to promote U.S. exports;
the effort to win projects for American firms in the BEMs; the development of a
global marketing nerwork to help U.S. firms in the BEMs; the establishment of
a strategy cenmer in Washington, and the reiarzonsiz:p berween giobal initiatives
and the BEMS

In light of recent economic problems in countries like Mexico, Turkey,
and China, this presentation also discusses how we think about the rocky .
trajectory of many of the BEMs over the next decade or so, and why we believe
that an imtense focus on deepening our ties with these countries should remain
one of our highest national priorities. N

Finally, the point is underscored thar pursuit of U.S. wrmneraa! interests
in the BEMs is only one part of a broader foreign policy strategy that must also
take 'into account such critical issues as human rights and non-proliferation.
But as the twentieth century ends, we will need t0 integrate our commercial
interests into our fore:g;z policy as never before. ‘The Big Emerging Markets —
. enormously promising, often volatile, and always challenging - will be a

crz:zcal resting ground.

i
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At the outset of the Clinton Admimstraat}a. we set out to 1d£:m1fy those
markets that offered the most opportunity for U.S. export growth in the decades

_ahead. What we found was that our traditional trading partners, while still

important, were being overtaken by a small group of very large, dynamic
miarkets, many of which were unfamiliar © inany American bnsinesspeop e and
pelicymakers. We called these markets the "Big Emerging Markers";

picked ten of special importance to us;-and we intensively focused our effoms
on increasing U.S. marketshare in 2ach of them

This effort has Ied to hzgh—proﬁie missions by Secr&tary Bmwn 10 most
of the ten, and we expect, he will have visited all by the end of 1995. Coupled
with our strategy of providing high-intensity support for U.8. firms trying to
enter these markets -- a strategy based on doing real deals with real, tangible
positive consequences in the U.S, economy -- our Big Emergmg Markets
unitiative has led to tens of billions of dollars in transactions in which the U.S.
government has played an important role as 'busmess ally. Substantial

‘resources have been devoted to developing individual strategies for each of

these markets and we have worked with a great sense of purpose to brmgmg

. these strategxes to fruition, country-by-country.

In the past sevaral wegks, a‘numbw_er of &wse‘ markets have figured
prominently in the press.” Mexico has undergone a serious financial crisis.
Brazil and Argentina, caught in Mexico's wake, have been faced with the .

.consequences of the so-called "Tequila Effect.” China has been embroiled in 2

variety of trade and human rights disputes with the United States, and concern
has arisen about some of its economic policies. Turkey’s economy has been
struggling. Even India, a country from which I just returned from a trade
mission that generated over $7 billion in transactions, has been rocked by
election defeats for the party that has been the champion of Indian reform.
While there have been-many other positive stories as well, these have been.
overshadowed by the more troublesome news. | As a result, in recent days 1
have beén asked with increasing frequency, "Are you still committed to this .
focus on Big Emerging Markets? Are you having second thoughts?" ‘

In the next half hour I'd like to explain why we are more committed
today to-our focus on the Big Emerging Markets than we have been at any time.
in the almost two years during which they have been our principal focus, |
want to discuss who the Big Emerging Markets are, how we came to identify

H
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- them, and why they are so important. Then I will focus on the majr.}r' elements -
of our Big I.;mergmg Market strategy. Finally, I'd like to-poinr out some of the
broader pol u:y challenges that we wzii be facing in zmpl&meming this stra{eg}f '

& ggsm&

| Before [ get into the heart of my presentation, however, I feel it is

important to address the developments of the past several weeks, since they are

on so many people’s minds. I am convinced that any objective analysis of

. those events must lgad to the conclusion that prospects of the BEMs are better
today than they have been at any time in our hfe:tzmes and that p-ersevermg with-

our strategy. is critical. ‘ .

Compare for a moment where the Big Emerging Markets are today ‘
- versus where they were just a few years ago: '

. Twe years ago Mexico was not part of NAFTA, the most promising

© trading arena anywtaere Indeed, the prospect of a NAFTA defeat was
real. Today, Mexico is not only part of NAFTA, but the Mexican
.government has responded to the crigis not with market closing and an
end to reforms as it might have in its pre-NAFTA days, but with more
openness, with more accelerated reforms and with 2 commitment to
greater fiscal resiraint. There is no question in our. minds that Mexico
will surmount its current pmblems and emerge as an. excapuonaﬁy strong
bet fe)r the future. _

* Justa fesv years ago, Brazil faced inflation of over 2000 percenr a year.
Its President was indicted for corruption and there were questions abozzz
. the effectiveness of a caretaker government. Since then, a Finance
Minister from that caretaker government produced a new monetary
program that has crushed inflation, bringing it to just .5 percent for the
month of December. That Finance Minister was subsequently elected
: 'Premdeni on a platform of further reform. :

- @ Argentina, whﬁe the benef‘zcxary of a successﬁal reform program itself

© two years ago, had questions about its future. With Brazil faltering, the
Mercosur regional trading area -- comprising a good deal of the -
southern cone of South. America -~ was in jeopardy. Today, Argentina’s
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" Central Bank has solidified its currency by offering to trade each peso for

a dollar and Mercosur became a f‘uncnomzzg customs urion with a markez
worth §1 trziimn an&hored bya récavermg Brazil.

,‘As recently as 1993, Chma was locked in an “annual struggle with the

U.S. over the renewal of MFN., ’I’aday, that is behind us. And.the
process of reform has come further in the past two years, even if it has .
not gone as far as we might have hoped.

¥

Two years ago Indonesia was. hardly on the radar screen of most

investors. The Jakarta summit, which took place last November, not

only pu{ the country solidly on the world’s geoceconomic map, but it .
institutionalized the government’s commitment to economic reform.
Moreover, the growing strength of the trade group know as ASEAN - of
which Inée:}aesxa is a key member -- now bolsters Indonesia’s ;:mspemy

+ more !:han ever befow

-

India was embroiled in é debate over. the future of GATT and reforms

~‘were just beginning. The stock market had been recently rocked by
" scandal and distrust of foreign firms was still prevalemt. Today, GATT

has been ratified, a new textile agreement with the U.S. signed, reforms
in pharmacemzcal telecom-and financial services are coming on stream,

. and our recent trade mission and our new U.S. -Indian Commercial

Alliance were warmly embraced by a country that has now cornmitted
itself to the future as part of the global market

Poland was buffeted by the peimcai uncertainty that, comes from.a
fragmented parliament and concerned about the threat of a return to
power of former communists. Today, Prime Minister Pawlak has shown -

' that even former communists are committed to ce:ztmumg market refarms

and mwgraua:z m the globai system.

In South Africa, thare had been no’ electzens, vxolence was posmbie, even
likely.. There had been no constitution drafted or ratified, no Nelson

Mandela elevated from pnsaner to président. Two years later, the nation
has turned its attention to reconciliation and rebuzidmg, Africa’s last best

' h{}pe still alive.
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[ don't have to describe the changes in every‘markebi.i It should be clear
that what has happened.-in the past two or three years is an indisputable
evidence of the promise of these markets. And if, in that time, we have also
seen volatility and uncertainty, it must be acknowledged that they are the
handmaidens of rapid change. Clearly, we believe that our interest is not’

_premawure, In fact, in some cases where other countries have gotten a head

start on us i competing for infrastructure and other big deals, we’re way

. behind. We also don’t believe that the grawth we are.discussing is am;thmg*

like a temporary phcncmenan or gven a spuzz ‘of any sort. China, 10 1ake
one exampie, has grown at an average of six percent a year for the past 30 .
years, in good times and bad, communism or’ market socialism, cultural
revalmton or economic revolution. That is not to say it-has been faster in the
good times. It has- And we believe faster growth will come with more
reforms. But China is not a maybe proposition. This is the world’s largest
country. Indeed, for all but the past few hundred vears it has hiéwrically
always been the world’s largest economy. It is-now poised to resume that

‘position. Pointing to longer- term trends, I can make parallel arguments abaut )

most of the other BEMs,

We’ thm}c it is not anly respon,szble to study the BEMs now; the fact is, it
would be irresponsible to ignore them. Certainly, all will endure setbacks.
That is in the nature of the changes these countries are making. It is also in the
nature of global markets in which capital can move very quickly -- almost as
quickly as bad news or the hint of an {:pportﬁmty But we are not advocating a
speculator’s approach here. We are pursuing this strategy because of
irrefutable market fundamentals. Large economies that have by and lazge
adopted sensible practices and are in the process of adopting more reforms
gvery year, Szgmﬁcam natural resources. Economies that are part of vibrant,
regional economic pictures. Economies that are committing themselves to
entering the global economy, that are plugging in to the global markets in 2
way that is really irreversible. Huge labor forces. Promising consumer
markets. Great infrastructure demands. Strong attractions for global capital.
The markets that American businesses will need if they are to be giebal leaders
in the next century.” = . '

Histiary supports our approach. There have been markets like this in the
past. We are sitting in one of them. In the 19th Century America was the
world’s Biggest Emerging Market. We were the magnet for British, Dutch,
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German, French and other European invesiment. We were zhc coumry that
demanded capital for great infrastructure projects like the trans-wmmemal
raiiway, the canals that linked the Grear Lakes (o the urban centers and

transportation systems of the east and midwest, telegraph networks, roads and’
at the century’s close power grids and then early in this century, highways.

It is the most inspiring ecofiomic story in the history of the world. But,
let's not forget that part of that story was the American Civil War. Part of the
story was our batties with the Native Americans from whom we wrested great
tracts of land that would later become America’s breadbasket, Part of that.
story was also stock market panics and currency crises and pitched battles with
labor unions and natural disasters. Those didn’t stop in the last century either.
But. with each additional year of growth, with each crises and eventual
solutions, we grew sounder in our approaches and ultimately became a country
whose currency was the world’s reserve currency that set the standard far
investor confidence. ,

. We don’t predict that Chinese Renminbi or Brazilian Reals will be the
reserve currency for the planet. In fact, T've learned to leave commentary on
currencies to my colleagues at the Treasury Department. However, the
parallels with our own history are instructive. 'We must keep our eye on the
fundamentals that make these markets so attractive. We must be cautious and
we must expect trbulence. But we must also learn not to panic or give up
hope too quickly. We are talking about a historical change that will take
decades and in some respects even longer. We will be left behind if we wait
until it is absolutely safe to enter these markets. Indeed, we would invest
nowhere but our own matresses if we did not accept some degree of risk. And
here the potential rewards are so absolutely clear

!

" To conclude my opening point cenceming the growing appeal and
importance of the BEMs, one simply needs to look to the headlines each day, to
the fact that issues like Mexico's financial ¢risis or China’s MFN or the ¥
Summit of the Americas or APEC or Brazilian economic reform or South
African elections make the front pages where once there were only stories of -
Europe, Japan and the Cold War. Or you may look to the strategic plans of
business, a better place 1o look given our purposes, and you will see it 1s the



.
BEMs that are the battlegrounds of tomorrow’s. c{}rnpezmon for company after

company. large and small, American, Japanese, European or aven those from
Aihe emergmg markets themselves. _ , L .

\ In short, the Big Emerging Market strategy is more critical than ever. It
is a long-term strategy, not a flavor-of-the month fad. Its underlying objective
-- closer ties between America and the BEMs thrcugh deeper commercial

engagement - has not changed one mza .

. " To those whe say zhat there have been setbas;ks we say "Of course,
Lhat § why the markets am ‘called emerging. Our gi}a! is to help them emarge"’

To lhese who ask whether our pehcms will change we say “Of course,
- we may alter some of the details of our approach in response to changing
circumstances. But this should not be confused with altering our fundamental
goal — which is deeper and broader ties with the BEMs."

A As I smd at the outset, durmg the’ f‘zrst y&ar of the Clinton

" Adminisiration, we conducted a good deal of analysis 1o answer the question on
the minds of every business strategic planner, "If you look toward the next
century, where do our greatest commercial opportunities lay?” It seems like 2
rational enough question, I suppose. , But I know from my experience in three’

- previous administrations that such strategic issues are rarely posed in the
international economic arena, let alone answered. Well, in this instance we
broke with-tradition. We put.an enormous amount of effort into looking over
the immediate hc‘rizon‘, and we came up with some interesting conclusions.

We concluded, for example that the markets in Eurape: and Japan will be
- growing. much more slowly over the next two decades than a good deal of the
rest of the world. Moreover, we discovered that, despite optimism about future
. prospects for East Asia as a whole or for all of Latin America, the economies
that will account for the overwhelming incremental growth in world imports can
be narrowed down to a parzzculaziy dy:zazmc core grenp, which we call&d The
Big Emerging Marks:zs or "BEMs.”
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. 'Who Are The M{Qf
These are the BEMs: In Asia - the Chinese Eccaam;c Area {which
includes China, Hong Knng, and Taiwan), South Korea, Indonesia, and India;

-in Africa -- South Affica; in Cemtral Europe -- Poland and Turkey: and in Latin
- America - Me:xzcs::r, Brazil, and Argemma {See Chart #1)

Qur c:ak:a}atwas indicate that by the turn c;f this cen{ury -- less than six

j years away - the ten BEMs as-a group will be importing more than either

Japan orthe European Union import from us. By the year 2010, their imports

could well exceed those from both Japan and Europe combined. In fact, during

the period 1990 - 2010, the BEMs could account for $1 trillion in 1mremezziai

- UL S exports. That is the prize — the focus of our efforts,

. Qur exports to the BEMs tota}ed $106 billion in 1992, approxzmawly a

| quarter of our exports. But while the ratio of Big Emerging Market GDP to’
- the Industrialized World's GDP is 1 to 4 wday, it will be 1 10 2 in less than 20

years. We expect that BEMs will more than double their share of world .
imports, as well, rising to nearly 27 percent by 2010. No other category of
market shosz such dramatic growth potential. (See Chart #2 and #3)

We certainly understand the limitations of long-term economic

' projections, and also’ the possibility that econornic policies in certain BEMs

could fail. Our outlook, in fact, is based on some critical assumptions such as
the belief that world trade will remain open and increase, and that policy
reforms initiated in the BEMs will continue, The BEMs list is, therefore,

- always seen as'one which could evolve depending on trends. If the Russian

economy realiy turns the corner, Moscow could be added to the list. Certain

. rapidly growing economies such as Malaysia or Thailand might also join this

group. Some day, some countries might “graduate,” having compléted their

. emergence into the ranks of the world’s developed nations. By the same token,
, it is also possible that a country that endured a prolonged setback nght be -

taken off of the list. A lile later on [ will talk about why I say a "pro anged”
setback, but suffice it to say that this is a Iong-term strategy and we expect that

all of these markets wili undergo ﬁhe volazzhty thaz is mdemzc to all emerging .
nations. ‘

.

Az the risk of overkill, let me describe the BEMs another way: in Latin

* America, two BEMs -- Mexico and Brazil - account for 61 percent of the |
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Southern Hemisphere's GDP and .53 percent of its papulazmn Two Assan .
BEMs -~ China and India -- account for 40 percent of the world’s populazmn
‘In Africa, one BEM -- South Africa - accounts for 45 percent of the entire
continemt’s GDP. Poland is Europe’s fastest growuzg major economy. -
Indonesia s the world s fourth most populous nation. The dxsunc:ms are
clear. -

And look at where 5o much high priority Administration effort has been
aimned these past 18 months:  Mexico and NAFTA; China and MFN; South .
" Korea and the nuclear threat from the North; Poland and the President’s visit
there; South Africa and the onset of 2 new democracy; Indonesia and the
+ summit of Asian heads of state last November; and the Summit of the Americas
in Miami, last Dez:embar in which Mexico, Brazil and Argentmz were the
central players.’

In this sense, the BEM cmgory is illustrative of a certain kind of market.
They have large territories. They have big populations with massive furure
demands for infrastructure, like auto, parts and telecommunications, and for
consumer goods, like computers and washing machines. ' They are countries
which have underiaken significant economic policies that have already: .
- contributed to faster growth and expanding trade and investment with the rest of
- the world. They all aspire to be technological leaders. They are countries
whose economic growth would have enormous spillover in their respective
geographical regions. They all have significant political influence in their
backyards and beyand. They all have excellent icng~term prospects.

Wasinngton didn’t discover the BEMs, (}f course. They have been
-emerging on _the world scene for years, and quite a few big U.S. companies
have been active in-them for a long time. In fact, we noticed the BEMs
.precisely because some of the more farsighted American firms were moving
"into these markets already. But the U.S. Government has only recently begun
to focus on them with the attention they deserve — not as foreign pelzcy
problems, which they have often been perce:ved as being, but as ma_ler and
essential ﬁpp@:‘t&:mues to work together in the fumre - :

‘ - Because of the changing nature of thf:se markets. merc is an important
role for our Government to play in helpmg w© sumzz!aw our trad& with each of
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them. The BEMs are unlike our more iraditional trading partners, such as =
Great Britain or Germany. There are frequently severe barriers to entering
these markets, including high tariffs, quotas, and protectionist reguiatory
© barriers. Commercial systems, including full respect for intellectual property
" rights, smoothly functioning capital markets, national treatment for foreign
- investors and open government procurement procedures are- either still
deveiaplng or lacking.. Iﬁ some of the BEMs, impartial iegal systems are .
mzssmg, t00.
In these markets, therefore, we can and should help American businesses -

~in a variety of ways ~- from securing market access, 0 pwvidi&g financing, and

‘to supporting U.S. cempames seekmg to win major projects on deals in which
foreign governments play an :znpommt dec:swn«makmg role.' . In addition,
good information on the BEMs is often in short supply, and through our
embassies and Foreign Commercial Service, we can marshal and analyze much
of what is available and provide it to our firms. Finally, we need to work with
the ‘Governments'and private sectors of the BEMs in order. to assist them in
developing the skills and the institutions to build open, modern ¢apitalist
systems. The approach must not be patronizing, but based on common goals of .
expanding trade in their markets and our own. Indeed, one reason for our
focus on the BEMs is that in these markets, the U.S. Goverrument can really
play a méaningful role assisting U.S. companies. This is much less so where
our trade with mature markets is concerned. But in the BEMs, very often the
decision-maker is another government and just as often the principal
competitors are foreign companies and governments working together ina
public-private partnership. The fact is, if we want to succeed in these vitally
important markets, it is critical that the U.S. Government forge a new Kind of
active partne:rsmp with our buszmsses seekmg entrance into’ these markets of
tomorrow.’ -

o4

It is, of course, much éasie_r to proclaim a new policy than it is to W
implement it. In the several months that the Administration has-focused on the
BEMs, however, a good deal has aiready been accompiished.

> See, in par“lcalaf, *Competing To Win In The Global
\ Markenplaoe,“ presentation to the Council on Foreign Relations:
New York, New Ycrk January- 9, *995 - ‘

i



Perhaps the most important achievement so far has been the evolution in

the Executive Branch of an intense export consciousness, Export promotion has
moved out of the shadows of trade policy and into the center, as the
" Administration fully described on October 5 with the release of the second
annual report on our "National Export Stramg}r " The evidence can be, seen in
the significant dereguiation of export controls in areas such as
telecommunications and computers; in the e:xpanswn of trade financing facil zizes
1o meet fierce foreign competition; in the aggresswt support the Administration’
has given to U.S. firms bidding on big projects in countries such as China,
Brazil, and Saudi Arabia; and in the establishment of several major export

assistance centers around the Unifed States where trade promotion and trade
financing services are considered for the first time. Indeed, with these policies
in place, and with more to come, we anticipate a major expansion of U.S, sales
abroad, with exports alone reaching over $1 trillion by the year 2000,

~ supporting some 6 million add;tmnai .S, jobs. (Chm #4)

A fccus on the Big Emergxng Markets is a cruczai and pervasive par of

"~ this export push. Itis not a substinute for continued efforts 10 open markets and

promote American sales in Europe, Japan, or Canada. Nor does it mean we
will let up on commercial efforts to draw closer to Russia, the other newly
independent states, or entire regions like Latin America or Southeast Asia.

But a Big Ezﬁerging Market strategy deserves special emphasis and
requires an extraordinary effort, because it represents a radical departure from
traditional policiés and because it is oriented way beyond the usual government
poticy time horizons. The focus of this strategy is more intense, and its

_implementation is more aggressive than any export strategy the U.S.
government has mounted. : .

The Bzg Emerging Markets concept has been ;zrxderlmed by President
Clinton in various public statements. It has been discussed in several cabinet-
level gathermgs and it has been endorsed by 19 agencies, the National
Economic Council and the National Security Council in the cabinet-lével Trade
Promotion Coordinating Committee. It is. driving the future orientation of not

}
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only the Department of Cs:ammerce s trade apparatus, but also many of its
international technology programs. The Export-Import Bank is orienting many
of its programs towards the BEMs. So is the Overseas Private Investment
Corporation (OPIC). which insures U.S. investors against political risk.

In addition, the foreign itineraries of the Clinton cabinet and subcabiner
show increasing emphasis on the BEMs, Secretary of State Christopher coulid
have been expected to visit most of these countrigs anyway. But Secretary
Brown visited nine of the ten in 1994, Secretary Bentsen spent time in Mexico,
China, and Indonesia. Secretary of Energy Hazel O'Leary has travelled o
India and China. Poland. Indonesia, India, and South Korea will have all been
on a well-worn path. Xen Brody, Chairman of Ex-Im, likes to say that his
itineraries follow the BEMs. Ruth Harkin, President of OPIC, has travelled
widely to th::m‘ too. .

Bg:y{md hzgh«»levei dnsez.zsmons and travel, the Administration has begzzn
an extensive dialogue with groups outside the government. Since last winter,
Secretary Brown has asked groups of CEOQs from a wide range of industries 10
"attend seven separate conferences with him-and other top Administration
officials to discuss issues related to the BEMs. On these occasions, U.S.
officials are listening more than talking. We are hearing about how U.5S. firms
have been approaching the new markets, the problems and the. opportunities
they see, the help they want from the U.S. Government, and where they would
~ just as soon see government sumply get out cf the way, . ,

" Public_Discussions .

This summer we began a series of meetings with busmess groups around
the country. New Export Assistance Centers from Long Beach, California, to
Baltimore are now gearing up to disseminate information and engage in
consultations on Big Emerging Markets with firms of all kinds, Beginning late
last year, Commerce officials have led discussions in thirteen additional cities,
from Los Angeles to Atlanta, and from Minneapolis to San Antonio, concerning .
our BEM strategy. Requests have poured in from communities from Silicon
Valley to Tampa for briefings and information. Companies and universities are.
offering ideas for technical assistance programs in the BEMs. In response, we
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will soon inaugurate a BEMs flash fax and information service designed to givé‘

businesses instant access .to information about each of these dynamic economies.

“This spring, moreover, we plan to have a major conference in :
Washington on BEMs, and 2 "White ?aper gowng into greater depth on these
markets than-ever before.

The Administration’s efforts to reach Eeyond the Beltway are just

- beginning.” There is, however, a need to do much more with small- and

medium-sized businesses, and with Labor. It will take years to build up a -
mindset that we, as a ct;zzptry, need an export strategy that looks beyond the
next year or the next election cycle. And we must do more than cultivate a

~mindset. We must put in place the programs we need to get the, rexuits

America desarves‘

I ! !* ) : - » | . —'.
Time, lack of adequately trained people, and severe budgetary limitations
make it impossibie 1o do everything at once. We have, therefore, begun by

instituting several pilot projects. The idea is to experiment in individual BEMs

with new policies and programs; the ultimate intention is to transfer what works
from one country to another with apprapnate madiﬁcazzons for individual

_circumstances.

. For decades, agencies of the Executive Branch have been notorious for
pursuing many different commercial approaches to a particular country with” .
little or no coordination. Every Administration has wried to fix the problem
without much tuck. In our'case, however, we are making significant progress.
Indeed, a successful BEM strategy requires fully ceordmamd export szrategzes

) toward the ten countries.

Mexzco has beenaur fastest gwwmg major exp(m market. There are

' problems right now, 1o be sure, but we are optimistic that they will be -
‘gvercome qulcidy. and that past grawth patterns will be resumed.
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Our approach toward Mexico predates the establishment of the BEMs
strategy, but it is nevertheless highly significant in the overall BEMs context. .
Much of what we do is driven by one effort to implement NAFTA and to make
it a success -- which it has assuredly, become, as recent smiiszics'sﬁow,

Our mks with Mexico. are becammg so broad and so deep that it is hard
to know where 10 begin in describing them. From cooperation on trade 1o

* cooperation on finance, from deeper integration in the corporate sector to

integration of transportation systems, from the growth of joint secretariats 10

" manage problems to.continuous meetings of our top officials — the ties between

our two canmrms are moving in the right dzmctwn, for sure.

Regardmg exports, the Administration began a program on ahe heels of
the NAFTA agreement called "Export Mexico.” This has become a highly

‘successful effort to reach small- and medium-sized businesses around the United

States, to make ithem aware of new opportunities south of the border, and to
provide technical assistance for the act of exporting itself. We have reached
tens ef thousands of firms, and wiil reach many more this year

We have also mezmted a major effort to assist wx:h infrastructure
development at the border. Projects have been identified, and findncing is
being mobilized. There is much more o do, but efforts are intensifying now.
In fact, we have recently revitalized a task force composed of agencies
:hroughout the government to look afresh at a broad range of new 1mua£zves
and pr()grams o further deepen our nes with our southern neighbor.

Indonesia is another pilaz project. We selected it because it holds

_enormous importance to'us in the most dynamic region of the world, and since.

virtually every one of our export promotion programs are operanng in this
country already. .

We began with a far-reaching interagency study of U.S. commercial
interests in Indonesia through the year 2000. The anaiysis examined how |
American firms had been doing over the last decade, it evaluated the efforts of
U.S. agencies in'working with them; and it took stock of how foreign
coriperition had been performing. We rioticed, for example, that although we

-
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had large Ex-Im, QPIC: and other programs in Indonesia, they were not well

. coordinated.. Moreover, despite the amount of resources we were pouring into

.- - Indonesia, we were stiil tosing market share to Japan, Europe. and several other
Asian countries. .

The stzzdy seroed in on those ssctors and projects that held-the most

' promise for U.S. firms, relating them as best as possible to the. potential
benefits to the American economy. On the basis of this examination, a
subcabinet trip was made to discuss the findings with the American Embassy

" and the U.S, business community in Indonesia, Consulzatmus were held with

Indonesian Government officials and local business leaders to see-how they
perceived the U.S. effort.- An interagency task force was'then recenvened to
formulaté a strategic plan. ' - :

A senior Deputy Assistant Secretary in the Department of Commerce -- a
significant upgrade from the usuat.country desk officer -- was appointed to be
the day-to-day peint person for the Administration’s export efforts in Indonesia’
‘and the surrounding ASEAN countries. He will have a team composed of
people with both country~ and industry-specific backgrounds. The team itself
will have special training on many crcss-cut{mg issues su{:b as intellectual
property nghzs and human rzghts

"The strategy is now unfolding. A commercm center has been. opened in
Jakarta! A program of matchmaker business missions to Indonesia and ASEAN
. is urklerway. It will take time to evaluate. But we are-going 1o roll out similar
efforts for Argentina, Chma Indla and other countries in the months head.

Big questions remain, of course. It will be unportam to measure the
success of what we do, but concrete resuits stemming directly from, Government
action will not be easy 1o separate from the efforts of the competing firms
themselves. At a time when the effectiveness of all U.S. Government programs
is rightfully under intense budgetary s::rutmy however, we will have to f‘md a
credible way to assess perfetmance :

t N ' ‘3 T

Part of every country strategy is a focus on selected industries where
'U.S. exports have particularly good prospects. In our in-depth studies on
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. s
‘Indonesia, China, Argemma and Brazil, and from additional research, we have

formulated a vision of the areas whew the BEMs 1mports are hke Iy to be
greatest. : :

- Several clusters of induis&ries ar‘é high on :hé:_list. They include:

- ®  Information technology, mclud{ﬁg Leiecomumcatzons campmers
o and snﬁware : »

- ®  Environmental ﬂechzzafogy; including pollution cantroi equipment
and consulting services; ‘

e The :ranspaﬂa:ion industry, including dviation,. automotive trade,
and the services and equipmerit needed 1o build modern rail systems
ang axrpc:ns '

L Enarg}' :echnaiagv, espemally for the soanng demand far ei&ctnc

® .
" &  Health care technology, including advanced medical equipment,
pharma:;eutica! biotef;hnology, and hcspital management services;

& Financial services, inchuding bankmg, insurance, and the securities
business.

As in the BEM category itself, these Big Emerging Sectors are
illustrative, We also have a great interest in advanced materials, in the
chemical industry, and in industrial machinery, for example, all of which could
be added to the initial list. But it is crucially important to have 2 starting point
and 2 focus to our efforts - and I m happy to say.that we do. (Chart #5) -

A sectoral strawgy is rx}t an "mdusmal poizc:y It does not znvolve
subsidies. It doés not rest on a notion of picking winners and losers, but rather
it supports those industries where we know markets abroad are expanding, -
where the-U,S. is already doing well, and where it could do much better with
additional. U.S. Government help. It is driven by a dareful assessment of
market potential in each of the BEMs and shaped further by our, estimation as
. 1o Where our greatest comparatws advanz.ages lie. (For a more complete’
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analysis of these sectors, please see "The National Export Strategy.” Second
" .Annual Report to the U.S. Congress, October 5, 1994.) o

Example: Environmental Technology

Take, for example, the case of cm'irommntal technoiogy in Mexizc[

¥

Havmg identified the sales of ez;vxranmental technology and services as a
high priority, the Administration sent a mission fo meet with federal, state, and
municipal officials in Mexico, as well as with trade associations and companies
in the Mexican market. A U.S. Department of Commerce-Mexican Ministry of
Trade and Industrial Development Committee was established to help Mexico
meet environmental standards and to promote sales of U.S. environmental
projects. The U.S. Government added an environmental specialist to the
- Embassy staff in Mexico City. The Environmental Protection Agency
committed funds to train environmental inspectors in Mexico. Ex-Im ‘began to
_provide f‘maacmg for U.S. firms participating in environmental projects, -
‘including municipal waste-water treatment. OPIC issued loan guarantees to
capitalize on a Global Environmental Emerging Markers Fund. The Clinton
Administration created 2 new senior position - Deputy Assistant Secretary for
Environmental Technologies and appointed to it a woman who had been our
government’s first-ever environmental attache. Her first posting in that
. groundbreaking job was Mexico and her experience has been brought directly ©
bear in the Mexican market as a part of our concentrated efforts to promote this
fast growing sector in what will soon be our number two export market.

We would like to pursue such a full-court press for other Big Emerging
Sectors. This would, of course, stretch U.S. Government budgets and human
resources. The clusters of industries on which we are focusing are ail changing
rapidly, angd we will be sorely tested to keep up in terms of basic knowledge.
But if we succeed, we will be doing little more than our French, German, -
British, and Japanese campezirors all of whom have had such focuse:d strategies
-for years.,

It is important to remember that the BEMs are up-and-coming markets
that are tryzzzg to modernize their commercial infrastructures very rapidly. No
two are in an identical situation, but many need to strf:ngthezz their systems for
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protecting intellectual property rights and administering commercial faw; many

" need to maks progress in opening their markets to foreign goods and services,

+

_both for imports and for foreign investment; and many need to build up a better

,regulatory framework for such industries as telecommunications and finance.

While the IMF, the World Bank and other international instirutions can
provide assistance in these areas, stronger bilateral links between Washmgt&n
and each of the BEMs are critical. America has a wealth of technical expemse‘
and policy experience to impart. . Moreover, we have a sirong interest in the
commercial links that can be developed through this kind of interaction:

) In the Cold War, ties between the United States and many of our friends
in the world were developed through military exchanges and training programs.

- Now, and in the futuré, the most important links will not be men in uniform

-e;:arryzng weapons, but men and women in blae suits carryzng laptops.

We have therefore, set up specml wmmerczal forums with several of the
BEMSs under which a broad range of common concerns ¢an be addressed. To
date, these have been established in South Africa, Argentina, India, and China.
For Indonesia, we work through an ASEAN-wide forum created at last year’s
APEC meeting in Seattle, called the US-ASEAN Alliance for Mutua! Growth.
Whaiever the exact structure of these entities, all have a significant role in

-helping 1o build solid commercial institutions, but they are all structured in

various ways with somewhar different agendas. All have a sectoral industrial
component - a focus on telecommunications, energy, financial services, etc. -
so that commercial matters relating to the promotion of trade and investment
have a particular “real world” focus. Some have heavy involvement of the
U. S and fz:xrmgn private 3ectars

A good example of such a forum is ahe U.S.-China Joint Camssxan on
Commerce and Trade (JCCT). :

Last April, China ’I‘rade: Minister Wu Yi brought a government-wide

.delegation to Washington to hold high-level talks on U.S.-Chinese commercial

interests-under the JCCT Barmg the two-day meeting, three working groups

~were established to operate in parallel. One discusses generic commercial
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issues, such as inteliectual property rights and market access. Another focuses
on tariffs, trade, and investment in particular sectors like telecommunications
and energy.. A third looks at the development of commercial law in China.
The activity consists of defining problems; identifying ways 1o resolve them,
and preparing of reports and recammendanons for senior officials within the

‘two Governments. .

The JCCT gives Washingion and Beijing an important venue outside the
glare of heated trade.negotiations to identify probléms. and to seéek long-term

" remedies. [t serves as a mechanism fo build stronger relationships between the

two Governments. It provides an opportunity for the United States o offer
technical assistance -- in such areas as building a framework for intellectual
property righis, upgradzng environmental standards, or znsmuzmg a system of

export controls on sensitive technology ~ina way that is mutually agreeable by

both sides.

B

In August, Sacre’tary Brown &avel;egi to Beijing to further the éial(}gue,

_He brought with him 24 CEQ’s and a senior intergovernmental delegation.

During his visit a wide range of agreements were signed specifying formai
work programs, upcoming events, and goals for the JCCT. In 1995 we are

planning for close to 40 follow up events meetings, m;sswzzs, et - to make .

the JCCT a produezzve famm

" During his‘trip to India, January 14-20, Secretary Brown and his Indian

counterpan established the U.S. - Indian Commercial Alliance. The idea was

w facilitate more trade and investment berween the two countries by promoting

.closer ties berween the two business sectors, - The core of the Alliance is a

board of directors composed of the Secretaries of Commerce of both countries
and representatives from each nation’s private sector. The Alliance itself will
focus on business development in several sectors, beginning with energy,
telecommunications, transportation, and agribusiness. There will be trade

insufficient protection of intellectual property rzghts m indla

“missions, conferences, and discussions dealing with such policy mped;znents as
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In the case of India, we are also revitalizing the U.S;-India Commission
or economic policy, a government-to-government forum, devoted only to trade
and investment policy issues. : : *

As we £i'zmk a&out the evaianon of our ccmmera’:ral reiathzgmps with the
BEMs, it becomes clear that the technological wmpcnem looms increasingly

large. Almost all of the BEMs see themselves as hecoming technological

leaders in‘their regions, and ail have that potential. In Indonesia, the

-« Government is preoccupied with gaining twenty-first century

-~

telecommunications facilities and will invest almost $15 billion on telecom
infrastructure in the next 5 vears. In China, India, Brazil, South Africa, and
South Korea the technological infrastructure is rapidly éevelopmg A host of
important issues are raised for the United States: How to integrate t.echnology
into the trade discussions? How to foster the kind of economic development in
the BEMs that comes with the availability of advanced technciegy while not.

. giving away our commercial advantages - ail against the backdrop of fierce

commercial competition on the part of France, Germany, Japan and others who .
will be supplying similar technology? And, of course, how to control the
transfer and sale of civilian high-technology that also has military app lications?
We are planning to integrate technological communications into all of our
commercial discussions, but the approach will vary by country, of course.

In all of our cammerczal effens, we have become aware thai commercial
po!icy means much more than trade, exports or financing. One of the major

- constraints faced by many of the BEMSs is the lack of trained people to manage

modern erzterpz‘zses, public or private. We believe that the United States has a ~
iot to offer. in this regard, both t.hrough our government and our private’ sector.

Last Sepf,ember in Shanghai, Secmzary Brown announced some pilot
efforts that we will be making to provide trainming in China. We have been in
intensive dialogue with Shanghai officials about how this is best done -- through
universities, through more corporate exchanges, and through the eacouragemem
U.S, privaie sector efforts. In November, a roundtable focusing on training
needs and opportunities in Indonesia and other Southeast Asian nations was held
at the time of the APEC meeting. During my recent trip 10 India similar

_ discussions.took place. The same is true of Secretary Brown's trip to Indja
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- during whzch we had 2 series of dascussmns focusmg on :echneiogv in
Bangalore - Incha s Silicon Valley,

We also want o take advazztage of the phenomenal technology that the
United States now possesses for imparting information -- technology that is
~ nowhere so advanced as it is here. Our corporate sector has all manner of
trazmng programs that can be beamed around the world via satellite, for
example. We are in a position to have a global c[assroom forag abal market.
Why shouldn't. w& try? :

-1 might add that the concept of expanded training, while providing many
. "benefits to,China, is not a purely altruistic venture by any means. Managers
“and technicians trained by Americans are surely apt to be inclined to buy
Armerican gmds and services, In addition, one of the major prob}ams for US..
firms in China is lack of Chinese personn&t who have the reqzzzsme skills for
modem-day work .

It wazz}d be misleading to say that we have all the answers — or even

: mazzy of them -- to this complicated issue. But this much we do know: in the
1950s, “60s, and ‘70s, a good deal of our ties with key developing nations -
revolved around military iraining and exchanges. Now, and in the twenty-first
century, the rules wili be different. And just as our armed services brought

more than military training, so will the links brought about by people-to-people
- contact in the commercial areas z:arry with them much broader benefits to both '
sides.

s QMRCM

In all the BEMs, we hope 1o create specza} commerc;a! centérs outside the
. American Embassies. The idea is to elevate the commercial objectives of our
foreign policy by enhancing U.S. trade promotion facilities and by making them
more accessible 0 American and foreign business people.

Thé pwzatype 18 the new famhty in Sao Paulo, Brazgl which was {}pened
this past summer. Located in the central commercial district, this four-story
building makes available to business people from America and Brazil a
com;}reheﬁswe ::{}zrunarczal library w;th the latest computerized databases on the
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‘Service, and provides one-stop export.advising services, One floor is reserved
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two countries. It houses the Commerce Depariment’s Foreign Commercial

for the exhibition of American products. There is an auditorium with

* simultaneous translation capabzhty for' company presentations. It is our hope

that the center will become .a magnet for more American trade fairs ‘and
missions and for U.S. business people needing help in penetrating the Brazilian

.market. In the few months since its opened, all this is already happening.

It sa iong way fwm having to enter an embassy az' comsuiate and pass; by
Marine Corps guards in order to get business help. In November, we opened
another commercial and information center in Jakarta. We recently anm};znccd
plans for a center in Shanghai. Dawn the road, we are planning similar
facilities for Indza ]

A ma;er reason why the BEMs constitute such zmpc:srtam markets for us
is that Some of the world’s largest infrastructure projects will be mounted in -
‘these natioris, with billions of dollars of potential sales for U.S. companies.
The truth is, however, that in most instances the projects are awarded by
governments or are ander heavy government influence. This means that the
bidding process 1s highly political and that companies vying for contracts often
receive help from their own governments, particularly in the area of long-term
financing. Before 1993, Washington’s support for American business had been
episodic-at best. President Clinton, Secretary Christopher, Secretary Bentsen,

* Secretary Brown, Secretary O'Leary and others have instituted a radical change
in this pohcy, mourztmg the most consistently zggressxv& effort on behalf of
U.S. firms in memory.*

The Commerce Departiment has set up a special advocacy "war room” t0

track the largest projects around the world and to work closely with the other
agencies - State, Treasury, the Export-Import Bank, OPIC, and the Trade and
Development Agency, to name a few. -- 1o marshal all the muscle in the
ﬁdmlmstrmwn when it comes to wmmng large contracts. The new policy is

2 Bee "Campealng TS Wzn in The Global Markerpliace,®
-pregentavion to the Council on Foreign Relations, Hew York, New
York, January 9, 1985. '

%
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what Ex-Im Chairman Ken Brody calls "aggressive defense.” That is, we will
never be the first to provide below-market-rate finance in violation of the

. OECD rules, but if we find other governments breaking those rules, we are
"willing 1o match the financing. In addition, we are mobili izing high-level
Admimstration support for individual projects -- via trips, phene caiis and

. other contacts berween Administration officials and their coumerparts in the
governments awarding the contracts. Suffice it to say, we are turning up the
heat as never before. When you consider that we estimate that over $1 trillion
in infrastrucrure projects will come on stream in the Asian BEMs alone before
the turn of this century, our approach is hardly surprising. What may be
unsettling, however, is that it took us this iang to rea,lxze this was the way we
had to-go.

[

il

“In one recent Latin American case, which involved a $1.5 billion
environmental technology project in which Raytheon was leading an American
_consortium, Interior Secretary Babbitt, EPA Director Browner, and NASA -

Director Golden all weighed in with their Brazilian counterparts. Secretary
Brown went to Brazil with the chairman of Raytheon and with high-level
representation of U.S. agencies. The Export-Import Bank stépped up to the

. plate with one of the most far-reaching financial packages in memory. And, in
the clearest signal of all that we meant business, President Clinton contacted the
President of Brazil on this project.

Neediess} to say, the rival :European consortium received at least as much
backing from its government. Such is the nature of the ferocious competition -
our firms face. The big change for Washington is_that we are finally learning
10 play this game after years of sitting on the sidelines. )

%

in the end, we won the project in a highly dramatic contest,

A much broader advocacy effort was recently mounted in China when,
'Secretary Brown led a Presidential: Business Development Mission comprised of
twenty-four CEOs to ‘Beijing, Shanghai, and Guangzhou. Secretary Brown met
with the President of China, the Premier, two Vice Premiers, and several
ministers. He pressed hard for contracts for American firms in specific
projects. The ground had been well prepared by previous trips of Secretary

1
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Bentsen and others, by several subcabinet trips, by around-the-clock efforts on
the part of the Advocacy Center, and by close coordination between the entire
Administration and the U.S. firms involved. Over $6 billion worth of
transactions were announced while he was in China, and we are hopeful that a

good deal more will come to fruition in the months a}xead We certainly will be
contmumg to push. '

Izzcrdemaiiy, no discussmn about commercial ties wuh Chma should’
1grz£>re the wp priority we accfzrd to i}ﬁman rights, too. Let me address this
. issue in a second. S

The most recent example of high-intensity advocacy is India: In mid-
“January Secretary Brown led a Presidential Business Development Mission
comprised of 26 CEOQs to New Delhi, Bangalore and Bombay. Over $7 billion
in transactions t0ok place in industries ranging from energy to transporiation
(aircraft, autoparis} to health care ‘services 1o the environment.

‘Advocacy is a tough game the way we are playing it, and the stakes are
high. Millions of American jobs depend on our successful advocacy in the
fumore. During the past year alone, we estimate, for example, that the
-Administration has helped American firms win over 70 major projects
accounting for well over 817 billion in U.S. sales and 275,000 jobs. We,
therefore, must continue to press, and press hard. But, while we want the
+ contracts - and the U.S. jobs they bring -- we do not want to see a trade
finance war in which governments are fighting to see who can deplete their’
treasuries the fastest. That's why we only respend to below-market ﬁnazzcmg
from others. And our hope is 10 show that it doesn’t pay to cheat on the
OECD rules, because everyone will pay dearly. But we will not stand by and
watch czhers «capture markets by subsxdazmg B “ '

¥

The BEMS will be - mdeed they are a{ready -« the battlegreund on
which these tensions will be piaycd out.



The impiemezitation of a BEMs strategy is conducted not just by the
. Washlngwﬁ agencies but also by 250 American men and women, plus 700

' foreign z’:mpic}yees of the U5, & Foreign Commercial Service (US&FCS)

stationed in 70 offices around the United States and sixty- nine embassies

. abroad. This enurzz trade promotion network is now emphasizing the

importance of BEMs to interested American firms. They are being armed with
important data.on the key countries, visits, and trade missions.

. The US&FCS is a crucial link for the BEMs strategy but, as in other -

areas, budgets are badly stretched. In China, for example, less than 10 U.S.
professionals, working with 29 local men and women, are respensible for the
entire country. ‘S0 few people could hardly cover adequately the booming
southern région alone. Some 60 positions around the world ate now unfilled

- due 10 budgetary constraints, and the requirements for people is only escalating,

particularly in the biggest and fastest-growing markets. Training for our men -

" and women abroad is also crucial. We are focusing now on upgrading the
knowledge of trade financing, but more specialized skills regarding the Big
Emerging Sectors, where wahmiogy is changmg 50 rapldly, is aisc badly
needed :

The ﬁameszm pm of thf: network is ﬁndergcmg major reorganization as
~ -+ we build a new system around some 15 Export Assistance Centers, which bring
together undef one roof, al] the Federal exponﬁcnented services and, where
possible, state and local export facilities, 0. It is an awesome undertaking.

" Providing-export promotion services is often more difficult than many other
. governmemntal programs because the global economic environment is changing
$0 rapzd}y

There is also the need to rethink how we are organized in Washington to
.deal with the BEMs. We have taken.a major step in this regard with the recent
decision, announced by Secretary Brown in Beijing last summer, 1o establish a
special center in the Department of Commerce devoted to developing our
" commercial strategies with China, The rationale was that, given the huge |
stakes, we need to.marshal a critical mass of knowledge.and experience in
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order to develop the broader and-deeper-commercial engagement we seek. We
need to know more about the Chinese economy than we do now, we need to
have a better idea of how joint ventures and strategic alliances work; and we

"need to be in g position to help-on everything from Chinese regulatory policies
to good employment practices. Our .idea is to bring into this Center people _
from business, academia, and other walks of life 16 develop new ideas and new .
approaches 10 commercial engagement w;th Chma ‘We hope to open this
center in 1993, - -

' . We have great hopes for this new facility and the long-term strategic
approach it signifies, which could well become the promtype for similar
facz}ztre:s for other BEMs.,

A final element of the BEMs strategy is to add a BEM component to
many of the Administration’s more global initiatives. A good example is Vice
President Gore's proposal for a global counterpart to the National Information
Infrastructire (the "Information Super Highway"). *Called the Global-
[Information Infrastructure, the proposal calls for far-reaching
telecommunications links among nations in the interests of expanded trade,
investment, and social development. - Several of the BEMs could be prototype
"off ramps” of the Global Highway. - We are looking seriously at some
possibilities in East Asia and in Latin America.

Izz an era of intense budgetary pressure, | am not going to stand here and
say that there is a lot of new money for the BEMs - important as they are.
However, -over time [ believe that we will see a significant shift of resources in
their direction,

In the Administration’s National Export Strategy report, issued earlier
‘this autumn, for example, a framework for future Admzmsn'atwn budgets when
it comes 10 exports was cszzthned The top priority were the Big Emergmg
Markets : .
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In addition we are likely to see some reprogramming in-individual
departments. At Commerce, for example, we are moving to expand our
-Foreign Commercial staff in the BEMs, even if it means reducing them
elsewhere. We also plan to put industry sg}ec:aizszs in the field in key BEMs, 0
zesgend to the need to enhance our ex;x)rts in very z::}mpezzzwe sityanons.

. Beyor&d moeney and people, there is the question of. how we in this
Administration and those after us use'our time, and increase our efficiency.

For éxample, we are organizing BEMs teams’ throughout Commerce’s domestic
field network to better provide information and assistance to Americans on

these markets.  Commerce, the Export-Import Bank, and OPIC, are creating -
pilot programs for cross-training personnel so that the Foreign Commercial
Service can ‘adequately represent me ﬁnﬁﬁcmg agem:zes of the U.S. government
outside of Washington.’

Iﬂdeed [ pred:ct that thc BEMs will bewme an mcrcasmg preoccupauon ‘
for gl of us engagad in mternazwna! affairs. - o

In every one of the Big Emerging Markets, the Administration's priority
of expanding exports — and creatlng jobs in the pmcess - is comphcazed bva
" host of other zssues :

_For one thingf we have many problems getting into many of these
markets, and protecting our copyrights, patents and trademarks. I don’t want to
.minimize these issues, because they are major irritants. In China, we are also
concerned with human rights, intellectual property rights, and military sales. In.
South Korea, we have to think about our commercial strategies in the bwader
context of developments on the pemnszzia concerning nuclear weapons,
Indonesia, there are problems regarding labor standards. In Turkey, Pelaad
Mezxico, India, Brazil and Seum Africa, we also have many broader foreign:
policy concerns. r x . :

In thinking about the BEMs, moreover; we: need to be conscious of the
fact.that they wiil not only be markets.for us, but also competitors - :
increasingly fierce competitors. In our report on American competitiveness
entitled "Cempenrzg To Win In A Global Economy,” released last October, we
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cited the mcmasmg need not just to "benchmark" ourselves against Japan and
Germany, but also to keep a very close eye on South Korea, Brazz I, China, -
" India and Memz} -~ for starters,

A Big Emerging Markets commercial strategy rimst be imbedded in a
foreign policy that seeks to balance commercial interests with other American _
objectives This is no easy task. - We are not a purely mercantilistic nation, nor
‘will wé-ever be. Our global Ieadershap responsibilities prevent us from bemg
just a. salesman no matter what priority we ass;grz t0 exports.

Human Rights

Let me say a special word about human rzghts$ because they do- kx}m SO
large in our values as a nation and ia our foreign policy. Pethaps the best
-example of the dilemmas e face are 1o be found in China, where our human

rights goals and our cemmemzai goals are both so important and receive equai
grzoruy ‘

Last May, President Clinton announced that we were no laﬁgér going to
tie normatized trade status with China to the human rights situation.’ Instead, he
- said, we. would pursue baﬂz smukanecusiy and vigorously. The two were not

at odds; to the .contrary, commercml engagemem furthered our human nghts
goals. ‘

: On his trip to China last month, Secretary Brown showed exactly how -
such a strategy can succeed. In meetings.with the top Chinese leadership, all -
scheduled to discuss commercial issues, Brown brought up human rights
questions in a. nonconfromtational way. There progeeded in each case a full
* discussion of our concerns and theirs. Brown asked for a.resumption 6f the
very important human rights dialogue between ‘China and the United States,
something which had been stalled for some time and that we felt was very
‘necessary. During his visit, the Chmese agreetd :

“Now, this dialogue is not the entire human tzghts pchcy, of course. Bat

R does - shaw that cammercza} engagement ‘has much b?aader :anuﬁcanons '
- Cemmez'z:ral ﬁngagement moreover, leads to more economic growth in
China, which lifts-the lives of millions of Chinese. That’s human rights, too.

‘When AT&T or Sprint brings phones and faxes to China, millions of people
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lead freer lives, because they are, for the first time, connected (o everyone else.
When Bechtel or GE bring electricity to millions of homes, affording light o
read by and power to pump purified water, that helps human rights. oo,

[ want to make these points to underscore the fact that a commercially |
focused foreign policy i is not one that downgrades other goals. To the contrary.
Furthermore, we are not suggesting that commercial diplomacy alone will

 achieve our goals. We must use the other multilateral and bilateral levers at
- our disposal. But one thing is clear. Commercial engagement is a powerful ~
" tool we should use. Disengagement is 2 mistake, Think about it. Are we

more likely to achieve change by walking away from a problem or by playing -
an active role in its.solution? : ;

{;

In terms of U.S.; foreign policy, each of thé Big Emerging Markets will

| ~ be requiring the kind of high-level attention that we once reserved for France or

Germany or Japan. This is already happening, thanks to the President’s
direction of both the National Security Council and the National Economic
Council. There is much more to do - but we have made a good start.

The Administration has been clear about the centrality of the economy to’

" its foreign policy. Exports are now central to job creation and hence o what
national economic¢ policy should be all about. The Big Emerging Markets are

central to exports., (Chart #6)

i

But at stake is even more than American jobs, The avem’helmng

political issues in all the BEMSs is moving up the economic ladder and spreading

the benefits of that success among populations with rapidly rising expectations. -
American products, services, and technological know-how can help
enormously. Whether or not the BEMs can grow and prosper will determine
whether they can continue the momentum toward more open and pluralistic
political systems - which, in turn, will determine what kind of world we will
live in as this mmulmeas cemury comes to a close.

Thank vou very much.
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Chart #1

BEMS AT A GLANCE

780,580

.1 $312.4 billion

(rrliions) {square kmi . grawth (1993

Argentina 33.533256m | 2.766.890 SI8S billion | 6%

Brazil . 162m 8.511.965 $785 billion %

Chinese 1.2 billion - 9.636.980 GNP: $809 8.3%
Economic Area L ballion o
India- | 920m 3.287.590 $t.17 willion | 3.8%
Indoriesia 1 190-200m 1.919.449° §571 billion 6.5%
Korea " 45m 98 480 $424 billion | 6.3%
Mexico - 92m 1.972.550 $740 billion | 0.4%
Poland | 38m 312,680 $£180.4 billion | 4.1%
South Africa” | 44m 1219912 $171 billion | L1%
Turkey, . | 62m 7.3%




