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Thank you V{~ry much for the honor of speaking to you today. Tod'ay I would,like to share with 
you-some thoughts on how, under President Clinton!s leadershlp; we are pos:tioned now to take 
advantage of' global change and ca:i prepare for an increasingly compet!tlve and dynamic global 
econon:y, and to exam:ne chaHer.ges for the futJ.:re, \Ve ar:e be::er prepared'be::::ause ora stro(.g 
worlcing partnership with the private sector. Vlhile there are factors in Wasrungto;1 that argue 
aglinst such a partr.ership, we must remaL;1 cornr:1iaed to this strong !~rik ~f we a:'e to remain 
competitive j~ the future and ensure Our econo;ruc prosper::ty. : 

In January of 1993, when President C!in~on took office, the business co:nrnunity, whlle 
understanding :ne benefits and potential of world trade, fac;;:d international competition largely on 
the:, own. ;Nhile ou:- markets were generallY open, we often faced a stacked dcek abread m , 
te:ms of :ariff and non-tariffba..-ners. While 'foreign governrner.ts invested increasing amounts of 

, ieadership and energy into supporting their companies' commercial activities, the U.S. 
Government was comparatively disengaged and uninvolved. US. financial assistance and export 
promotion programs were among the lowest of G-7 countries, CO.:1f;-ontec with ;;.n uncver. 
playing field, Amer-can business stood alone in a fiercely competitive global economy. 

President Clinton came to office with a pledge to s'et thiS nation on a course to strengthen the 
economy, to crC:lte new job,s, and to eX?lnd opponun;;::es for a~; Arnericarls He c::me in With:: 
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mandate for change .~:- 'cban$e, that would be good for America!! business, good for American . 
work:rs, and prep!ire us completely as. we €::1ter.3 new century: 

., , 


The President: fOl!gbt to invigorate the domestic economy, and has done so successfully as ; , 
evidenced by four years of sustained, moderate growth with low inflation and low unemployment.! 
Expanded international trade has been 11 key component of that growth .. We recognize the 
tremendous impact of trade on our eeO!1omy and on OUf way oflife. Total trad,? -- exgorts and. 
imports ~~ in 1995 represented 23,6% of the U,S, GDP, Exports alone represent over 11 percent 
of OUf GOP, t.::p fro~ 7.2 percent 10 years ago. \Ve have seen exports surge from $618 biliion in 
1992 to $737 billion Jast year: Last year alone exports rose by $30 billion -- a record. In 1995, . 
about 11 million jobs'depended upon exports. and by the year 2000 it wiU be nearly 16 million and , . 
the figures 'are expected to continue to rise significantly after t~at. At a ti:ne when we are . " . 
concemed about flattening wages, jobs directly, related to exports pay, on ave:-age, about 15 
percent more than tbe hourly wage in the U,S. economy. Over the past,seven years. export-
related ·jobs have grown severa! times faster than total employment, and' exports have accounted 
for one-third of the total U.S, economic gro~h, even though they represent only 11 percent of 
the total economy, 

. . 
The Administration has developed a truly comprehensive post~Ccld \Var trade policy that has· , , 
bee:1 a major contributor to this trer.c. This policy rests on the t\\;1n' pillars of relentlessly pursuing 
open markets and aggressively promoting exports. Tills has Jaid the groundwork for an 
unprecedented V.S. export explosion. 

It is in the area of ex?ort pro~otion activities that our firm~ and our workers are able to tai<.e 
advantage of market-opening efforts, often taking the form of public-private partnership" This has 
been done through policy initiatives, advocacy practices and export assistance ¥¥ aU wrapped up in 
our National Export Strategy. ' . .. , 

,In formulating this post-Cold War trade and economic policy, the Clinton Administration" '. : 
recognized the critical import":Oce of publk>pnvate partnersrups. This is a fiercely competitive 
global economy w~ere it is not JUSt a matter of philosophy, but also a critical necessity to work 
together to combat practices that had previously given a dedde'd advantage to our economic 
competitors. This approach is dramatically different from the one taken by past administrat;or,s. 
By not reaching out -to business, by ignoring the changes around the world, by laking a pass and 

. not recognizing these global realities, our economy floundered. American business was forced to 
go it alone. The real losers were American business and Amcrica::t workers. President Clinton 
char.gee this by creating a genuine public-private partnersbip to help Amcr:c2.n busi::tesses 
compete and wLn overse~s and at home. And this strategy is not only working. it is thriving. 

'. 
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However, this practice is under attack like never before. Public-private partnerships have been 
mischaracterized and called into question recently if! the politically~charged atmosphere of 
accusation and innuendo. \Vhile Congress and the press seek to link ali policy decisions and 
government programs, regardless 'of impact or effectiveness, v.rith political <:ontri.~utions, the 
entire system is tainted. There is a danger of that happening in Washington that has put our , . 
programs under a cloud of questionable motives. 

Under the Challenge of numerous requests for documents and informatiot\ we have complied fuBy 
with all requests and answered any and aU questions. Not only because it is required, but also 
because it is in our interests and in the interest of the American peopk Because once SOmeOne 
hears about our programs, once someone listens to our success stor:es, occe someone . 
understands how critical these public-private parmersrups are to our future economic ;Jrosperity, 
they understand that our sole motive in working with U.S. business is to help support U.S. jobs,~t 
borne. .....".. 

Let me give you an example of how we have had to counter perceptions about our programs. A 
tecent issue oi'Ihe Ecooomist implies that the United States Government in general and the 
pepartme!1t of Commerce in particular should not be in the business ofpromoting exports; that 
this is nOt Ii proper government function, We fed our role is an important one. In fact our etTons 
are geared towards promoting a level playing fie1~ where transparent market mechanisms can 
operate to ensure that economic choices are based on market principles of price and qunHty. We 
have found, through our programs, that one oftr.e most effective strategies is to use the power, 
and weight of the U.S Government on procurements, particularly major procurements where 
governments are involved as buyers, regulators or supporters of U.S. competitors. 

We also find thilt our trade development activities arc complementary to our market access ilad 
trade agreement enforcement activities. \Vhile the Clinton Administration has reached some 200 
agreements in its first ter.n, it takes market opening activities in the form of missions, trade shows, 
and counseling of American business to help business take advantage of new market openings .. 
While much of this activity is driven by the private sector, in scm!! markets conditions exist that , . 
require U.S. Government involvement. No private ent:ty can make tbe government-to
government introductions and provide the expressions of government interest necessary to open a' 
ma:-ket in a timely fashion. The involvement of the U.S. Government in these trade promotion 
activities also provides us with effective mechanisms to advocate fer foreign govemrr.ent 
enfor,cement elf its treaty obliga:ions and show us where we need to do more work, 

Characterizing our efforts as simple salespeople is inaccurate and unfair. Where deals are base? 
on market factors of price and quality. where deals are between private parties in truly free and. 
fair markets, or where small bUSInesses can reasonably be expec~ed to fene. for themselves, 
governrr.ent should stay out in other situations, the United States Government shadd be a 
strong advocate for Amencan business. . 
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A shi:1ing example of a public~private partnership that' recognizes th~ new global ~eali~ies is tbe 
practice of government advocacy, OUf three~year oid Advocacy Center has put the United States~ 
Government -- morc forcefuily than ever -- squarely on the side of US. exporters to level the 
playing field in a fiercely competitive global marketplace. S~nce November 1993, when we !Irst 
launched the Advocacy Program and the Advocacy Center, we have helped U.S. firms Wlfl 
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, 

~n addition to large comp'anies arid multi-billion dollar projects, the Advocacy Ce:1ter works . 
close;y with many small and medium sized businesses, More than 24 advocacy successes last year 
directly supported small and medium sized enterprises, Another way that advocacy supports 
small and medium sized companies \s indirectly. by advocating for large u.s, companies, who rely 
on thousands of small U.S, suppliers and contractors to he;p fulfill their contracts,, . 

We are proud of our successes and the Advocacy Center is a model example ofbotn government·, 
efficiency and coordination and a productive public-private partnership. Like many of our 
programs, there are those who assume that they exist jt;st to help large contributors to political 
parties. To those. !et me say this,' 

Advocacy is provided based on dear and well-es~abHshed guideltnes. We don't c~oose 
companies, they choose us. We help companies that meet our dear guidellnes whose projects win 
help create or support American jobs. These advocacy services are provided on a non~partisan 
and non-discriminatory basis. In administering the advocacy program we do not seek, nor have 
we ever considered, infoffilation'conceming political activities or affiliations of the companies we 
assisted. Ir.formation about Ol:r serviccs'is widely disseminated and avai~able, 

We must continue to redouble our efforts, howeve:, and refine our advocacy for maximum 
impact, \Ve estimate that over the past eight years, U.S, firms have lost more than iOO separate 
overSeas competitions due in part to political and economic pressures brought to bear by other 
govemrne:1ts, as weU as corruption and bribery by foreign companies. These losses amount to 
tens ofbilFons of dollars. The Advocacy Center is a very small investment considering the stakes' 
involved. The Center's lOtal budget is less than $l.5 rrJUion a year with 21 full-time, hard 
working staff. 

. .. , 
Our support 'L'1d outreach 10 AmericMI business is not reserved for hand-picked buslnesses with 
politicai connections. Ralher, It is done right here in piaces like Atlanta, and in Export 
Assistance Centers throughout the country. These cemers are another in:lovative step toward 
providing, in one convenient location, hands-on export marketir.g and trJ.de finance support tor 
small and medium-sized companies. The Export Assistance Centers -- now l5 in all -~ are a 
joint effon of the Commerce Departme:1t's Commercial Service, the Smail Business 

. Administration, the Export~Import Bank, anc ~~·in one: site-~ the Agency for International 
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Development. They are one-stop shops for com~ies wishing to export. We also operate 51 
District Export Counciis nationwide, representing exporters and export service providers. 
Through the District Export Courciis. we have expanded communication and outreach to ou: 
private sector partners . . i. ' . 

Another area of public-private partnership is the Business Councils we have created from 
Argentina and Brazil to India. But most successful has been the Transatlantic Business Dialogue . ,
(TABD), T1:is TABD process is itself an unprecedented venture in government-business 
partnership tackling issues relating to the world's most important economic relationship, between' 
the U.S. and the European Union. 

. , 
I ha~'e been intimately involved in the dev~lopment of this process. It has' become deeply)~grairied· 
in a sbort period ot~time into the U,S: Government and Earope.:m Commission decision.: inalcing 
process on a range of regu~a.tory, trade and commercial i,ssues. It is one of the driving forces 
leading to decisions at the highest levels :~ including the semi-annual summitS between President 
,Clinton, European ,Commission President Samer, and the European Presidency. 

While government plays a role. the true champions oftrus economic expansion h'~ve been the 
private sector. They have prepared for a changing global et;onomy, Tbe Clinton Administration, 
has c!e:uw the tracks for exports to be the engines ofgrovttb, American businesses, large and . 
small, now have an environment to grow, become productive and take advantage of market 

. opportunities. Ar.ci with tbis ~he private sector hns created jobs and wealth . 
• 

The one prac:lce that' has come under the greatest attack is our Trade b.1.issions. With a history of 
success in supporting U,S. jobs and penetrating markets around the giobe, trade missions take 
advantage ofopportunities in promising economic sectors and in various geographic markets that 
demonstrate strong growth potential. These missions have proven to be an effective mechanism 
to directly aSi;;St exporters to take advantage of market opportunities~ to support U.S, companies 
entering newly~opened markets or expanding in existing markets: ar:c 10 further U.S. commercial 
policy objectives, 

Given the increasingly competitive nature of the global economy, we cannot step back in a world, 
in which our economic competitors are using all the tools at their disposal to aggressively pursue' 
market opportunities for :hei~ compilOies, Ifwe are to ensure our cOl1:ir.ucd e~onomic prosperity; 
we must continue programs and initiatives toat promote and suppon private sec~or engagement i~ 

. the global economy. These programs must meet the highest possible standards, and Commerce 
Secretary Bill Daley is preser.tly conducting a top-to-bottom review of the se!ection process to 
answer any ql:estions and clear up any nnd all pcrceptio;is that suggest that these missioris were 
reserved for polidcal contributors. This entire not:on is absurd. We" have chosen companies that 
are best able to take advantage of market opportunities regardless of pol~tical <t:1:lliation. These 
nllssions have proven' successful and Secretary Daley's review wHl clear up any mis-perception. . . 
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that these missions do not meet the bLghest standards placed on us by the Congress of the United 
Si:~tes and the American people. ' 

... 

T:-ade rr.issiotls and our programs are important [n not only advancing our overall commerc:al 
interests. but also in furthering our foreign policy objectives, In addition to enhancing our 
standard of liv!ng at home, trade missions help create better international understanding tr..rough 
the interchange of products, ideas and culture. Under President C1inton'~ leadership and the 
passion ofRon Brown and hard work of!vfickey Kantor, we have developed commercial' 
diplomacy to better coordinate it with our foreign policy. Both Ron and Mickey believed 
passionately that increasing trooe opportunities for U.S. industry not only creates jobs and 
economic growth at home, but also serves important foreign policy go~ls as we!1. Under the 
leadership ofBiR Daley, we are committed to build upon the outstanding legacy of achievement 
left by rus predecessors, The Administration believes in the critleal role economics plays in the 
implementation of our foreign policy objectives, Tills cooperation and c-Oordination goes beyond a . 
specific corr-mercial focus, 

We see it in the undergirding., with U,S. business, of new democracies whose viability depends 
upon improving HVlng standards for their citizens, This is evident in South Africa, in Haiti, and 
other areas in whicn I am particularly interested: Central Europe, the Baitic States, Russia. 
Ukraine. and the NIS. 1£ these fledgling democ:-acies are to. flourish, it is absolutely essential that 
we work together with the private sector to increase trade and investment. We can no lor:ger rely 
so much on foreign assistance in an era of blldget stnnge:lcy; expanded trade and investment arc 
the keys to future growth. 

Trade 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 ~...1iddle East, Northern Ireland, and 
Bosnia, peace and stability are intrinsically tied to jobs and prosperity. The best way to suppOrt 
the pesce process is by creating a better way oftife through jobs in the private sector. We can 
contribute nughtiiy: to this end by fostering American trade and investment in these regions, I saw 
this first hand in Pittsburgh last faU when we hosted a Trade and Investment Conference for 
Nonhern Ireland with some 200 U,S'j Northern Irish, and Irish Republic companies represented. 
in the face of trc~bles and violence, American Hrms and Irish firms met to discuss pote:1tiai 
business and partnerships in what was the biggest Commerce Depanment matchmaker conference 
in the history of a program that dates back some l5 years ~~ some 450 matchmaker meetir.gs. 

Finally, countries like Egypt and TurKey (t:le latter in which I have developed'a particular 
expertise). facing radical forces, can be assisted by the improved economic conditions more U.S. 
investment and trade will bring, Radicalism feeds on desperation and better living standards can 
help remove its attraction. 

, . ., . 
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Jbe FtJture 

\Vhere do we go from .here? What are the challenges of the future? One of the most daunting 
nnd important is to solidify the consensus for free trade and open markets under attack from the 
:eft nnd the right of the politicai spectrum. There are several ways to do this. One is to have 
other countries understand our new philosophy. 

\ . 

The recent conclusion of the teteconUnunlcations agreement represents ~n increasing awareness ,. 
and recognition of the reo.li~ies of this new global econo~y, Following World War II, we . 
developed an asymmetric;!; relationship to our trttding partners ia developing countries, At the 
time it made sense. We turned a blind eye to certain anti-competitive behaviors and condt"tio~s, 
such as monopolies and cartelization and permitted the market access while they built up their ' 
infant industries. 

Our new philosophy recognizes that these ~ays are over, \Vhile we should and will continue to
give speciJ.l treatment to certain poor developing countries, for example through the Generalized 
System of Preferences and the Caribbean Basin Initiative, we must adopt a new approach to a 
whole range of countries in Latin Ameri~ and the Asian tigers who are at a stage of development 
where preferential treatme:tt and anti-competitive and trade restricting practices can no longer be 
lolcrated. We need to press these Cou:l:ries to come up to our 5tandu:-ds for rr.arket access, as we 
djd to a certrun extent in the telecommunic'ation sccy·ice agreement. These countries' economies 
and export production have matured to a degree that specialized treatment is no longer necessary .. . . ' 

. 0:' deslrab:e, . T '., 

1 believe the historic U,S. support for the multilateral system and for open markets is under attack· 
as, never before in the post-World War IT era. To maintain the current bipartisan consensus for 
:ree trade against the chorus ofprotectiortist voices, we must more effectively and visibly enforce 
Our existing trade laws and trade agreements -~ including the some 200 agreements successfully 
negotiated by the Clinton Administration. We must demonstrate to our workers -- as we have 
done most recently with our intellectual property rights sanctions aga:nst Chil~a ~- that we intend 
to enforce the marke: opening comrnitmems foreign countries have mad.e with us in bilateral and. 
multilateral trade agreements, 

Within the Commerce Department. we have created a Trade Com?li.ance Center devoted to 
monitoring foreign compliance with our trade agreements. This Center will develop a:ld maintain 
a central repository of monitoring expertise. It ¥.111 bring together in a synerg:stic way monitoring .. 
efforts already undertaken by our sectoral" and country experts. and will complement these efforts 
through providing a central source for data collection, analysts of foreign compliu:1ce, and the 
development of monitoring u;chnique,s. We witt work hand-in-glove with the n~w er.fcrcement .',' 
unit at USTR to highlight those who fuil to abide by the bitattrtd ar.c multilateral agreements they· 
have reached -- and to act,according!y to er.sure compliance. 
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Second, we must pursue an aggressive market ope:11ng agenda with our trading partners. We 
must develop un agenda and pursue agreements ~hat are relevant to the average citizens. For 
~xample, we must emphasize the linkage between tiac.e and environmental sru:1dards ar.d'trade 
and labor rights. Fundamentill protections,' such as standards agair:st the use of child labor or ,_ 
prison :abor. have the support of OUf workers and have u righ!ru; pla:::e in ocr tro.de agreements.- 
We must stress to our partners the importance of such agreemer.ts to the future ofliberalizeci alld 
mutually beneficial trade, This is not an attempt to eliminate the competitive advantage of our 
trading partners, but to insist on core rights and basic conditions that wilt help convince the 
average worker that these international tr!ide institutions are not mechanisms for job loss, but are 
created to spur groVv'tb while at the same time address , common, shared , concerns. 

, • J 

Beyond sustaining public support for trade liberalization, there are other trade priorities as we 
upprv:1ch the 21 st century, We must rebuild the consensus for fre'e trade and move the glo~al .,. 
trade system forward,· This can be done by securing Congress!onal support for fast-tra~k . : 
negotiating authority to allow us to continue a t:ade liberalizing am~ market opening ag~nJ;i on a 
regior.al and multilateral basis, We must work to extend cur network ofregicnal trade ' 
agreements, including expanding NAFTA to include not only Chile, but a. regional link~up' wIth· . 
Mercosur; and perfecting the new Trans-Atlantic marketplace to remove ba;riers to, trade and 
mveStmenL 

We need ~o pursue additional foreign'trade agreements on a regional basis" These indude . 
nego::utlng a Free Trade Area of the Atnericas (FT AA) by the year 2005 and atta;ning free and 
open trade and investment among members oftbe Asian Pacific Economic Cooperatiof!, fOf'Jm by 
2010 for developing countries. 

We must better communicate to the Arne'rican people the benefits of trade in ve!"y clear and 
concrete ways. Only with public understanding and support can we be successful in expanding 
exports and maintaining a political consensus for trade liber3tizatlon, 'Workers must see trade as 
job creating, not job destroying.' Traae is not some esoteric poEcy issue, A large and growing .' 

. pro'portion of U,S, jobs depends On exports and imports. To tbos~ peopte, t~acie means jobs -
good paying jobs. It means better buys for consume:-s, I~ ~s :r.e means by which we as a nation 
create future economic'grovtth, ensure future prosperity, and provide jobs and opportunity for our 
people. The~e is a vast g:cbal marketplace Out there for Arnerican produc~s, And for the second 

. year in a row, the U.S. has been selected as the most competitive country. This is an area in 
which we can-make a real difference in Our people's lives: 

### 

, 
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, 
Good Afulmoon. It is a pleasure to be here in Seattle - this is my first visit to the Emerald, City 
since I became Under Secretary for International Trnde. And given this regions keen 
undersmnding of the link hetween exports and jobs, it is entirely fitting that I didn't waste much. 
time making my way out to the Pacific'NorthwesL . 

I am very grateful for the opportunity to address the Washington Conncil on International Trade. 
You have been at the forefront in this city's efforts to expand exports. Seattle is 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 catatyst for dynamic growth and prosperity in the region. 

Washington state is the most tra<1e dependent state in the country. with one of every four jobs 
related to trade. With only two percent of the nation's population, Washington is responsihle for 
8% of the nation's exports. The Greater Seattle area is ranked fourth out of 250 Metropolitan 
areas in a recent report released by the Commerce Department on the export performance of U,S. 
cities•. 

The impoT1ant role international trade plays in Washington State has 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 priortities in my new po,liton, I am also 
here to tisten 10 you and learn from you. _ 

", . 
In·.,;;'mhlllting me to thiS position, President Clinton has gi~en me the opportunity 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 Brawn believed passionately that increasing trade opportunities for U.S. industry not only 
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crea~j""" andeconomi~ growth at home, but ,;~.,; important foreign policy goals as well.' The 

American pu~Hc ,needs to understand that our policies of aggressively'oPening markets',an"d 

promoting exports abroad are Clearly in the national interest. ' , .. 


. . 
Working with my long time friend ana ccUeague Secretary Mickey Kanto;, I i~tend. to build upon. 


, \heoutstu>ding legacy of achievement left byRon Brown. Together we will ensure thatour trade., 
 . . 
policy goals.mesh and complement our foreign policy objectives around the world, arid create' 
jObs, economic growth and a better standirrd of living at home. . ' 


''. I . 


TJ.1roughout"my years in both the public and private sector, I have ~orked closely with Americ.rul 

b~siness. In my most recent p.osition as the United States: Ambassador to the European Union; 

I have made it a central goal of the U.S. Mission I headed to ehampion tlie cause of U.S. business 


. in bfeaklng down tariff arid non·tariff barners to Europe.. , 

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 ~sseittial'io the creation of high· 


paying American jobs. No area of the country is more keenly aware of the fact that exportS eq~als, 


, jobs,. Exports today represent over 12 percent of our GDP, up 45 percent since 1980, when' it 

,. , .'wa58.5 percent. In 19j15, QverllmillionjObs depended upon exportS, and by the year:fOO9 thaI 

number will rise'to nearly 16 million. _At a."time when we are concef'{)ed with ~ flattenj,ng of. 
wages, on average, 'jobs rellited to exports pay about 15 percent more than the hourly wage in the, 
rest of the economy: Over thepllSt seven years, export-related jobs have grown eight times faster· 
than total employment, and exports have acccunted for one-third of the total U.S: ecOnomic , ,'" 

growth, even though they represent only 12 percent of the overall economy. .• ' 
.' , , " . 

oUr'future ~mic growth and prosperitY rely on an ~ggressive pursuit' of market opportuniti~s, 

a,strict enforcement of our U,S: trnde l.;lws. and an understanding that we must work.with the 

private sec~r to ensure America's c?mpetitive advantage as we approach the 21st century. 


There are many ways in which the Commerce Department in gener::u and' the International Trade 

, , Administration specifically have focused on areas thalsatisfy the important international 


commercial objectives of t~e United ~tates;.' - . . 


, " '~ " . . -, ': . ., , 
ITA is in a unique position to suppOrt these objectives, through its ability,to provide strategic 
support to the development of U,S, international trade and cOml~erdal poliCies. It is the oniy 
agency of the U.S. government with the proven capacity to provide hands·on assistance to ,U.S: 
companies th.'lt seek to broaden their markets by exporting or doing busines~ abroad.. Our thre,,> .' 

. year old Advocacy Center has put the United States government -- for the'first time -- squarely, , 
on the side of U.S, exporters to level the playing field. Since Mavember 1993, when we first .:'. .. -=- , , 
launched the Advocacy Program, we have helped U.S. firms win contracts worth $42 billjon in ,:,." 
U.S. export content. ITA can assist in interpreting foreign rules and regulations. help a;range ' 
joint ven.tuteS witll foreign partners, and enable U.S. companies, particularly small and medium' 
sized enterprises, t~ navigate an often strange and sometimes foreboding (oreign marketplace:, 

2 
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IT A offers a full service global network of resources through its Commercial Service; provides 
leadership in the U.S:· government for trade promotion and advocacy through the Trade Promotion' " 
Coordinating Committee; 'analyzes U.S. competitiveness on an industry-by-industry basis in the

l 

Trade Develop~ent unit; provides business counseli.rig- and market access assistance on a ~ouritry.;.' 
. by-country basis through its Intem~tional Economic Policy unit;· and through the Impart' 

Administration ensures a level playing 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,assistoo in 'over 230 cases helping secure projects in excess 
of $40 billion in US dom~stic ca:ntent over: the l~fe of those agreements. "'. 

I have seyeraJ' clear goals that I would like to accomplish at Commerce to ensure America's' 
comP7titive advantage, to create jobs through exports, and to maximize our trade potentiaL 

" 

, , The first of .these is the aggressive pronibt;on of U,S, exports in a highly competitive global 
marke~. In the area of trade coordination and trade promotion, [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 infonnation available to develop and 

. make effective use of the unified trade promotion budget. 

'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 TPeC agencies. We have broadened the inter-agency participation 
of the 19 memberTPCC. This year, we have .. focused TPCC's activities on the U.S. response to' 
the Foreign COr1)petitive Practices report released py Ron Brown late last year -- everything from, 
concessionary financing and subsidies to bribery and corruption. On the latter, our persistence 
is beginning to payoff. The OECD Mipisterial Conference in Paris endorsed an end to tax 
deductibility of bribes and called for all meqlber 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 IT has been the world's champion in tIade liberalization and in creating a rules' 

- • I , 

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 th~ most important achievements of the 
Clinton Administration has been the successful negotiation of NAFTA and the Uruguay Round' 
and its support by Republicans and Democrats alike in the Congress: . . 

. , 
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But I believe the historic u.s. support for the multilateral system and for open markets is under 

.attack as never before in the post-World V>lar n ern. To maintain the current bipartisan cdnsensu~ 

for free 'trade ag~nst ~e c~orus of protectionist voices, we must more effectively and visibly 

enforce au!' existing trade laws and trade agreements - including ,the some 200 agreements 

"succeSstuny negotiated by the Clinton Administration. \Ve must demonstrate to au_r ~or.kers -~ as 

f'e have done with QUr inte1lectual property rights sanctions again'st, China'&- ttult we intend to 

enforce the market opening commitments foreign countries have made witi;' us in bilateral and 
multilateral ,trade agreements. ' . 
We are in the process of creating a Trade Compliance 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 tra,je agreements. The Center, which will be headed by a senior ITA official, will serve 
as a central repository of monitoring expertise. It will bring together in a synergistic way 
monitoring eflbrts already undertaken by our sectoral and country experts, and will complement 
these effiJrts through providing' central source for dala collection, analysis of foreign compliance, 
and the development o,f monitoring techniques. We will work hand-in-glove with the new,',' 
enforcement unit at USTR to highlight those who fail to abide by the bilateral and multilateral 
agreements they have reached ~'- and to act ~~cordingly to assure compllan~. . , 

. ' ' • • • ' ,,' ,+ ',' '. 

We 'can also help sustain a 'publ'ic and co~gressional consensus for free'trade by enCou~ing. 

rapidly industria1iring 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 China is expected 

to surpass $35 billion, exceeded only by our deficit with Japen. The perception that the U.S" 


, market is far more open to their products than their m-arkets 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 to assure a continuation of the free trad._ .' 
orientation of the United States. 

Even more bl"Olldly, the WTO .nd 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 a two way street. They must do this to sustain the consensus for free trade and they must 
do their part to make significant' market opening offers in WTO negotiations like those on financial 
services and, most recently. telecommunications services,: This world is too small; the global 
economy too interdependent, economic competition too fierce; joo and wage pressur~ are too 
severe; the stsge ofeconomic development too advanced for them to seek complete access to • U,S. 
services market, while continuing to close their market to U.S. and foreign trade and investment: by 
protecting cartels and monopolies and other restridive practices. ThJs cannot continue. 

Third, I want to give special and increased emphasi, and energy to targeting ,mall and medium
sized busines;es, and minority. and women-owned businesses that are severely under-represented 
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in the export ~ea; in order to increas~ their exports', Small 'and medium-sized businesses arb, 
where the new jobs in the United States are being',created. They represent about 25 percent of ~Uff 
manufacturing output, yet only account for 12 percent of ou{ 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, p~ssibly, new export financial mechanisms': 
must be in I>iace 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 fo,r 
-market research overseas. TfA can and doe's help, counseling over 41,000 small businesses each 
year t~rough a variety of programs" and initiatives on how to break into foreign markets. 

One such program, the Export Training Assistance Partnership, or ETAP, which i's a customized 
export training program originally designed by Pru Balatero of our Seattle Ex~Assistance: . 
Center'. This program has been adapted nationwide Md serves as an excellent example of how 
our Seattle Export Assistance Center has worked with the local trade community and local 

.; business to fo~ter innovative programs to. assist exporter~, 

Through customized, trainin'g workshops covering exporting "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. qf the various programs a'vailable to exporters, ETAP 
provides the most comprehensive, cost-effective training available, drawing on the best trad.e 
expertise in the state. . 

.' 
ETAP, like our export assistance centers,. embodies our efforts of ,reinvention targeted to the needs 
qf small- and mediurri'-sized busine~ses. ETAP is also an excellent example of our efforts to build 
strong p;lrtl1erships 10 the local community and to leverage the resources of our partner. . 
organizations. 

This is the type of han.ds:on ou'treach 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 camp'lex and often forbidding foreign markets. We are also working on new financing 
mechanisms, because banks, often reluctant to lend at all to ex'porters, are particularly resistant . . 
to lending small dollar requests. We are working 6n a consortium concept.-- like Fannie Mae for 
housing -- to encourage bank lending, ':'. . ', ~ . . '. . . ' 

, .. 
"_'\'<'- \yet another goal is to better consolid?-te our commercial pOlicy and our foreign policy, We 

pt..l,'believe in, the critical role econom,ics plays in the implementation of our for~ign policy objectives. 
, This cooperation and coordination goes beyond a specific commercial focus. Having served for 

·two and one:-halfyears as Ambassador to the European Union, I bring to Commerce a·first hand 
understanding of the importance of ~he ~ays in which our trade and commercial efforts support 
and work ,hand-in-hand with our ~oreign pol,icy goals. .' 

We see it in the undergirding, with U.S. business, of new democracies whose viability depends 
upon improving living st..'1I1dards for their citizens. This is evident in South Africa, in Haiti; and . . , 
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other areas in which I am panicularly interested: Central Europe, the Baltic States, Russia, 
Ukraine. and the NIS. If tr.ese fledgling democracies are to flourish, it is absolutely essential that 
we work togelher W1L'l L~e private sector to incre.ase trade and investment We can no longer rely 
solely on foreign assistar.~ ,in an era of budget stringency. 

Trade and investment also play an important role and must do even more in supporting the peace 
process in rroubled regions throughout the world. In the Middle EaSt, Northem Ireland. and 
Bosnia, peace and stabHity are intrinsically tied to jobs am! prosperity. The best way the 'peac~ 
pr~s can. ta.ke holo is by creating a ~etter way of life through jobs :n the private sector. We 
can contribute mightily to this end by encouraging American trade and' investment in these 
regions. So tOOl countries like Egypt and Turkey (the latter in which I 'have deveioped a panicu\ar 
expertise) facing radical forces, can be assisted by :he improved economic conditions more U.S: 
investment and ~rade will bring. . .. 

A fifth goal or the Commerce Depanmenr and the ITA, which [ will continue' with enthusiasm~ . 
is the emphasis on trade with Big Emerging Markets (BEMs). 1 fully recognize the importance 
of the BE..vt initiative, for it is here that the lion's share of the incrementa] growth in world. 
imports win occur in fewer than a dozen markets ~~ the Chinese Economic Area (China, Hong 
Kong, Taiwan); South Korea; the ASEA!\f cour.tri~s and India; South Africa; in Europe vla' 
Poland and Turkey; ar.d in Latin America (Mexico, Brazil. Argentina). In 1994, U.S. exports 
to the BE.Ms exceeded exports to either Japan or Eu~ope, If present trends continue, by the year 
2000, they will exceed expons to Japan and Europe combined, These markets offer the greatest 
opportunity for f>J:ure export growth, given the significant growth rates of these countries ~- with 
some 2.5 billion·people. The BE~ls; share of global GOP may double from 10 percent now to· 
more than 20 pe:-cent in just :~enty yea:,s. T~lis initiative has helped,bl,'ing our t:ade prorr.otlop 
activities rntc. better balance after many years of emphasis on our traditional trading partr,ers> The 
BEM's initiative has redressed this historic 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 i!1frastructure develop"ment. In a sampling 
of Over 200 overseas competitions in the past eight years, the Commerce Department estimates· 
that U .5. finns lost approximately one half of these competitions due [0 political and economic 
pressure by orne: government'l, including cO:1cessional financing, promises of technology transfer, 
and linking foreign aid flows .~ totaling some $25 billion in lost contrac::s, 

Having represented the Un:ted Stales to the EU over the past two and one-half years,.and having 
seen things from a European per.spective at the same time, makes it clear, however, that we cannot 
and must not ignore our mature ma:kets in Europe, Canada, and Japan. The trade flows there are 
huge -- for example, some $230 billion in !WO~w'J.y trade with the '15 countries of the Europ~ 
Union. Fifty percent of our merchandise exports go to traditional markets (20 percent to the ED. 
20 percent to Canada, and 10 percem to Japa;1). Even a 3 to 5 percent increase in our exports to 
these countries represents 'J.:i enorn:ous increase in our exports. This 'is not an eithe~/or 
propo,sition, We must continue;-to stress our Big Emerging Markets in:t:ative while at :he same 
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SPEECH BY AMBASSADOR STtiART E. EIZE""STAT 
BEFORE EX-1M BANK'S ANNUAL CONFERENCE 

EVENING DINNER/AWARDS CEREMONY 
Wednesday; May 8, 1996 

Opening Remarks, Ronald H. Brown's Legacy 

J 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 a true 
example of the benefits as well as the realities of succeeding in rooay's fiercely competitive 
world. The past month has been extremely difficult and 1 would like to thank you all for your 
heartfelt expressions ofsympathy at the loss of Ron Brown and tbe 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 pm'lerOflhe Federal government to create economic 
opportunity for all Americans ~- and that he did better than any Secretary ofCommerce this 
countty has ever had. He accomplished this tirst and foremost by leading the charge to generate 
jobs through our nation's first~ever National Export Stnuegy; 

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

~- he was pa.rticularly concerned about the welfare of small businesses -- ~ he led the 
government's charge to create a network of "one~stop" export promotion shops around the 
country, so that small businesses could get. in one place, all the export assistance th;lt 
government can offer; 

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

. . """ -" 
~- and. as vou knov.." Ro~: Itfd' n~nlerous bus.iness·l(i~yelopment mi~~~iP:;:Q~md. thl}world. .,' ','.
alway~ lo~kini'fof opwrt~n'iti~s~t3'help Arnericaidirrh's'take ady~,tag}!.o:r'~af~a:. '~i~( 'lV: 

'-' , ft, .,,) \, - , , "" ,{;" ",'
openings and to win their fair.share in contracts)':" ,',,,/, mfrastr;\\;:; 11iira6tf:, ~. 

It,-;:j/~:':,', ,~., ..~: :,.;;t\; _.""nt ,.;z.: " ;,'.'.i:;a filt ,""~'?:" 
In short, Ron Brov.71 m(tl~t1ie Commerce DepartinentlWhat i\I'was meant to be - a powerful tool 
for U,S. busi~e§:;es to fev'~t~~~~~~ ~lt1~eri<;an e'conOtl1y: He:bcli;~~~'in the competitiveness of 
American workers and:velieveo that the products that we make in America are second to none, 
As the Prc~:id~'~'t said. g~bo~y was morC detcirmined than ROil that American companies get a fair 
shake around the world, and Secretary Kantor imd I plan to continue his policies and not to miss 
a beat. . 



The Criticailmportance of Exporting 

I know that I am preaching to the cnoir mnigh1 on the importance oftrade to OUf 

economy. It is an inescapable truth that globaiization and interdependence are here to stny -- and 
we must take advantage orthe opportunities this global economy presents. Nostalgia for a till Ie 
when we made. bought and sold most products in the U,S. is understandable, but unrealistic. Just 
take a look al the facls: 

~~ In 1970, the value of trade equaled just 13 percent of America's GDP. Today it is 
estimated at 30 percent. 

~~ in J995, over] 1 million jobs depended upon exports. and by the year 2000 that number 
could rise to nearly J6 mmion~ 

.~ and over the past seven years, exports have accounted for Doe-third of total U.s, 
economic growth with export-related jobs growing eight-times faster than total 
employment. 

The goal of file Clinton Administration is clear: to build and expand upon this tremendous 
growth. Our future prosperity will rely 011 an aggressive pursuit of market opportunities, a strict 
enforcement of our u.s. trade Jaws, and an understanding that we must work with the private 
seclor to ensure America's competitive advantage as we approach the 21 st century. 

OUT Key Pl'iorities 

To accomplish this task vve 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 build 
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 are to get good future agreements. An absolute 
prerequisite for enforcement. however, is analysis and monitoring to dctennine the extent to 
which trade agreements are being complied with, and that is the task we are setting about to 
achieve with the new Trade Compliance 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 to aggressively support U.S. firms bjdding on overseas 
projects -- ensuring that they gel a fair shake. Through the TPee's Advocacy 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 US. jobs. We plan to continue this effort, deepening tbe expertise of our advocacy 
team through agency interchanges to bolster our staff. 
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Third, we must help small and medium-sized firms compete internationally. We will 
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 export 
picture, in order to increase their potentiaL Small and medium~sized businesses are where the 
new jobs in Ihe United States are. They represent about 25 percent of our manufacturing output. 
yet only account for 12 percent of our exports. The Intemadonal Trade Administration is alrcudy 
aggressively targeting small businesses through our Commercial Service, bUl we must look for 
new ways, \vhcthcr through financial mechanisms, better educution, more outreach, Improved 
trade facilitation to broaden the export base of this COWltry. I would welcome your advice in this 
area and urge you to contact us with your ideas. 

Working Together Through the TPCC 

Fourth, those in the Administration charged \vith this task must work more closely 
together, EXffim Bank and Commerce have worked as close partners over the past few years, 
leading the interagency Trade Promotion Coordinating Committee, Together, along with OPIC, 
TDA, SSA. State, Treasury, Energy, Transportation and the other agencies, we have 
implemented an effective expurt promotion strategy over the post three years. Through our 
National Export Strategy -- our nation's first-ever blueprint to 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-si:r.ed businesses. 

In fact, Ex-1m's leadership has been the reason behind many of our successful initiatives. 
As one recent NAM report said, fimmcing is truly the lubricant that keeps the U.S. export engine 
operating smoothly, Ex-1m Bank plays an integral role in our coIiective efforts to expand exports 
through our U.s, Export Assistance Centers -- by providing trade finance expertise around the 
country. Many of you are weUaware ofEx-1m's Tied Aid Capillli Projects Fund which has led 
the way in countering the use of trade distorting tied aid, matching its use when appropdate -~ all 
to the benefit of u.s. exponers. Some of you will also learn more tomorrow about how Ex~rm 
Bank, working closely with the Smull 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 their effectiveness. 

Working closeJy with Tino Kamarek and the tremendously dedicated staff of the ExAm 
Bank, as well as the other TPee agencies, the Administration has: built an impressive track 
record. I've already mentioned a few ofour key accomplishments: reducing obstacles to 
exporting, (:reating a nationwide network of U.S, Export Assistance Centers, establishing a fulty 
functional and integrated Advocacy Network and Center helping to secure billions of dollars in 
contracts f(lr U.s. firms, and supporting hundreds of thousands of U.S, jobs. Last year, we 
refined our National Export Strategy. giVing increased emphasis to helping small businesses, 
especially in the critical area of trade finance, We also deepened our Advocacy efforts to make it 
part and parcel of the basic mission of every one of the Tree agencies. This year, we hope to 
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•not only strengthen the bonds between the TPCC agencies. but to maintain our momentum and 
aggressively carry our agenda forward -- particularly 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 
contmcts 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 firms are losing contracts due to questionable tactics. One conclusion that we have 
drav.'Il is that the usc of these practices is far more widespread than previously known, and that 
they willlikdy 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 largc~scale capital projects worth nearly 
51 trillion are likely to be undertaken spawning intense competition as your companies -- and 
your compelitors -- seek 10 win these lucrative contracts to modernize telecommunications, 
transportation and infrastructure systems around the world, The emerging markets alone have 
scheduled more than 5220 billion worth of megaprojects -- with the promise of fol!ow~on 
contracts to those firms which get in on the ground floor. 

While our competitors are investing more and more of their resources to help their finns 
win these critical projects. the U.S. is trying to do more with less. As a proportion of GOP, the 
U.s. spent three cents per thousand dollars, while France spent 18 cents and Great Britain, 25 
cents per thousand dollars of GOP, on their non~financing export promotion budgets. 

The use of bribery alone is costing American companies billions of dollars. Since 1994. 
we have learned of almost 100 cases when foreign firms used bribes to undercut u.s. businesses 
competing for $45 billion in overseas contracts. This is especially troublesome when thc 
numbers indicate that foreign fiml-s that practice bribery typicnlly win 80 percent of the contracts 
they bid on. 

We are no\\' working together -- through the TPCC _M to develop a comprehensive, U.S. 
govemmenl-wide policy respnnse to counter these foreign cumpetitive tactics which we will 
release this summer as part ofour next annual report to Congress. Our plan is to develop 
concrete recommendations which the Federal government can beg.in to implement as soon as 
possible. Already, some of the TPCe agencies have taken the lead in a number of areas, like 
countering bribery, and we will rely on their expertise \vhen developing our strategy. 

Clearly, if these questionable practices continue to go unchallenged they will severely 
handicap the competitive position ofli,S. companies and workers as we approach the next 
century. We bope that our plan will spur other nations to see the logic of greater disciplines and 

4 




rules for the use ofexport credits, foreign aid for commercial gain, find other nonwmarket means 
of winning contracts. While this achievement is some distance away. the agencies ofthe TPee 
have begun a concerted effort now to begin to create a new regime of conduct that will ensure 
fair, open and transparent international competition for aIt 

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

• 	 On bribery, we have laid much groundwork already through international fora like 
the OEeD. 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 businesses in the short-term; 

• 	 in the areas of technical ius/stance and standards will hope to develop proactlve 
strategies to better enable U.S. firms to take advantage of pivotal opportunities; 

• 	 in the urea of trade promotion, we wili revisit the issue of how best to deploy our 
limited trade promotion resources; 

• 	 and we hope to develop some creative options for small and mediu1ft-.sized 
businesses in the crucial area of trade finance. 

Conclusion 

In sum, we have made great strides over the last three years. But there is still much morc 
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 Jive up to their obllgations. 

Clearly, in the post-Cold War era. tmde has taken its place at the foreign policy table. 
alongside strategic and political concerns., 1t is the new connecting link between nations -- a way 
to build con(jdence~ 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 opportunity for aU Americans, and tor 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 re-ality as we look toward the next Century. 
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Mr. 'Chaimtan and members of the' Senate Finance Cor.uninee. it is an honor to be here todav, 
, 	 , 

par.icularly because of my deep and long-standing respect and acmiration for Chainnan Roth. 
Ranking Mr::mber Moyni!1arl, and so many members of this Committee wltn whom I :t<lve worked over 
the years in both public and private life, 

I had the privilege of appearing before the Senate Foreign Relations Committee in July, 1993. to be 
con;;'rmed for my present position as U.S. Ambassador to the European Union. Having once gone 
lhrough t,'1c confirmation hea.-ing process. I fully understand its gravity ,and importance and t:lke this 

~ 	 process very seriously. I would also like IO tha.'lk the Chairman. the Committee. and the statT for the 
effort and sac:ifice they have made in sched~Eng this hearing :oday, I appreciate and welcome the 
oppo:-tll:11ty to share 'Wi,h you my thoughts and to respond fully to your comments and questions. 

-	 . 
Today's hearing in this building is indicative of where I intend to spend a great deat cfmy time if! 
am confir:ned for Lhe position of Under ~ecretary of Comrnerce for Imemationnl Trade, I have deep' 

. respect for the cruciai role of the Congress in both foreign policy and trace policy. If confinned. one 
of my top priorities "\....ri:1 be ~o work in close consultation with both the Members and staff of the 
Senate and the House. I shall solicit your advice, seek your views, and inform you of o~ activities. 
Yqu ca.'! be certain that I will keep the Congress in general, and this Commit~ee in particular,. fully 
apprised of activities and developments on the international trade fror:l which are within. my 
iurisdi~ti,,?n. 

By President Clinton having nominating me to this position, he Wld L~e Seeretary of Commerce. Ron 
Bro\\T\. have given me the opportunity .to work on the full railge of trade issues on which I had been 
working within EIJ.:ojJe, but now on a worldwide basis. Throughout my years in both th!! pcbl;c and 



.. 
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was developed with the leadership ofUSTR and the Department of Commerce, and seeks to engage 
Europe in the rOOuction or elimination of many tariff and non~tariff barriers to trade. OUf initiative in 
this respeet will continue the momentum for trade liberalization from the Uruguay Round and instiU 
a new dynamic to the World Trade Organization, 

, 

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 to the creation of high~payir.g 
Americanjoos. Estimates .,.elMt every $1 billion in additional exportssupports between 15,000 and 
20,000 new jobs. Exports today represent over 12 percent of our GOP, up 45 percent since 1980, 
when it was 8.5 percent. In 1995, 12.7 million jobs depended upon exp0rJ'. and by tbe year 2000 that 
number will rise to nearly 16 mil1ion, On average, jobs related to exports pay about 15 percent more 
thaii the hourly wage in the rest of the economy. Over the past seven years, export-related jobs have 

'grown eight times faster than total employment. and exports have accounted fol' one-third of the total 
U.S. economic growth. even though they represent only 12 percent of the overall economy, 

Our future economic growth and prosperity rely on an aggressive pursuit of market opportunities, a 

strict enforcement ofbuf U.S. 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., If cortfinn'ed. 1 

\\0111 focus on these objectives tbat are so critical to the Nation'S ecqnomic future. .' '.',' 


r a'm particularly excit~d about the prospects of joining a Commerce Department which has been 
steadily reinvigorated in recent years. 'There have been several great Secretaries ofCommerce in recent 
years, most notably Malcolm Baldrige, during th~ Reagan Administration. and Ron 8ro""11 today. 
Under Secretary Brown's leadership, 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 dosely 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 SeYille. Spain. we invited 
100 U.S. and European CEDs in the first-ever conference of its kind, to make reconunendations to the 
U.S, 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 
competition in third country markets. Many ofthese recommendations have already been incorporated, 
With my assistance, in the New Transatlantic Agenda. 'Other recommendations will be considered by 
a follow-up group now being organized and chaired by AJex Trotman. the CEO of Ford Motor 
C~mpany, and Juergen Strube, tbe CEO ofBASF. Ifconfirmed. I hope to continue to work closely 
with this private sector group from this side of the Atlantic. : , 
While in Brusseis, I also participated'in the International Trade Administration's Sho~case Europe 
initiative, a comprehensive program to expand U.S. business-penetration of the European market 
"ShaW<aS<i Europe," which builds On the "Showcase Germany" strategy launched in FY 19~4, seeks 
to further open transatlantic trade and investment by encouraging the reduction of tariffs and standard 
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barriers, mutually recognizing 'product' testing' and certification' guidelines, providing full and 
transparent access to government procur~ment opportunities, and assuring rational treatment, 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 satisfY the imponant 
international commercial objectives of the United States. , 
ITA is in a unique position to support these objectives, through its ability to provide strategic supjxln 
to the development of U.S. international trade and commercial,policies. It is the only agency of the 
US; government with the proven capacity to provide hands~on assistance to u.s, companies that seek 
to broaden their markets by exporting or doing, business abroad. ITA can assist in interpreting foreign 
rules and regulations, Help arrange joint ventures with foreign partners, and help U.S, companieS. 
navigate an"often strange and sometimes foreooding foreign marketplace. ITA oifers"a full service 

. global network. of resources through its Commercial Service; provides leadership in the U.S, 
government for trade promotion and advocacy through the Trade Promotion Coordinating Committee; 
analyzes t!.$, competitiveness on an industry~by-industry basis in the Trade Development unit; 
provides business counseling and market access assistance on a country~by~country basis through its 
International Eronomic'Poucy unit; and through the Import Administration ensure. a level playing field 
for American businesses through enforcement of the anti~dumping and' countervailing duty laws. The' 
Department's Advocacy €enter in the Trade Development unit last year alone assisted in 77 successful 
projects totaling.some $31 biHiory, accounting for some $22 billion in U.S. exports, and supponing 
350,000 I1,S, jobs, 

[TA has accomplished a great deal over the past few years with the leadership of Secretary Brown, 
former Under Secretary leffGarten and former Acting Under Secretary David Rothkopf: We are wen 
on our way to achieving the goal of the Adml.n1stration's National Export Strategy of increasing U.S, 
export, to $ 1.2 trillion by the year 2000, supporting over 6 million American jobs. In addition, I have 
several dear goals that I would like to accomplish in the coming years to ensure America's competitive 
advantage, to create jobs through exports, and to m~e our trade potential .. 

I am a strong believer'in the value of free trade" I believe protectionism in today's interdependent, 
global e(;onomy is self~~efeating. We are dependent upo'n expofts to create jobS, to provide greater 
c~oice for our co~ and to strengthen the competitiveness ofU,S, companies. We cannot expe~t 
to have open markets abroad ifwe dose ours at home. Under Republican and Democratic Presidents, 
and Republican and Democratic Congresses, the United States since the end of World War U has 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 
unp~leled prosperity to the {jolted states and elsewhere, while significantly reducing global tensions. 

\ Among the most important achievements of the Clinton Administration has been the successful 
negOtiation ofNAFT A and the Uruguay Round and its support by Republicans and Democrats alike 
in the Congress 



.. 


. To maintain the CUtTen! bipartisan consensus for free trade against the chorus'of protectionist voices, 
one crucial ingredient is to more effectively and visibly endorse our existing -trade laws.and trade 
agreements ~.. - including the some 180 agreements successfuUy negotiated by the Clinton 
Adrrunistration. 
, .. ,f 

IT A has a very effective Import Administration' that impartially enforces our anti-dumping and 
countervailing duty laws. I wiU 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 against 
dumping and subsidy practices that distort the marketplace. ., '. . . 
With this i~ mind, if confirmed, f will create a Trade Compliance Center, within the International 
Economic Policy urnt of ITA, devoted'to monitoring foreign compliance WIth our trade agreemerH~_ 
This Center, which will utilize'existing ITA resources, win draw on the sectoral and geogniphic 
expertise of ITA.. its' skiHed economists and industry experts, and its history of monitoring'and 
enforcing trade agreements. The Center, which will be headed by a senior ITA official. will· serve as . 
a centra' repository of monitoring expertise. It win bring together in a synergistic way monitoring 

, efforts already undertaken by our sectoral and country experts, and win complement these efforts 
through prOviding a centraJ source for data collection: analysis of foreign compliance, and the 
development of monitoring tech.nJques, It will complement and work closely with the welcome' 
uutiative of Ambassador Mitkey Kantor and USTR to establish an ~orcement office, as well ~ Vo"ith 
other agencies of the government and with the Congress to ensure ~hat American firms and workers 
reccive the full benefits from the trade agreements the United States has negotiated over the years. The 
ITA has a mandate from the 1979 Executive Order to monitor compliance in non-agricultural trade 
agreements, and I want to assure you that we will focus more than ever on using this authority, in dose . 
cooperation with USTR, to help identify priorities for enforcement and to develop strategies for'·' , 
obtaining compliance by our trading partners. ITA's sector~speclfic analytic tools win be partic'~lar1y 
helpful, from NAFT A standards and obligations to \VTO rules on tnteilectual property rights and 
investments. to bilateral agreements with countries like Japan and China. 

We can also help sustain a public and congressional COnsensus for free trade by encouraging rapidly 
industrializing countries. particularly in Asia, and mOTe developed nations like Japan and China, to open 
their markets to foreign products. The U.S. trade deficit with China is expected to surpass $35 billion, 
exceeded only by our deficit with Japan. The perception that the U.S, market is far more open to their 
products than they 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 to assure a continuation of the free trade orientation of the United States. 

A second goal is to strengthel) our Administration-wide advocacy efforts for exports through our 
Advocacy Center, which I want to enhance, and' the Trade Promotion Coordinating Committee 

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

TPCC to develop a unified advocacy effort and make effective use of the unified trade promotion 

budget. I also ititend to ~ork ~th the TPCC to continue the efforts begun by Secr~tary Brown last 

year to deVelop a response to foreign competitive practices, such as bribery and subsidies, that unfairly 

disadvMtage L:".S. companies in g!obal compet~tions, ' 
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Third, I Want to give special and increased empluisi, and energy to targeting s';'a11 and medium:,ized 
businesses, ~d minority and women~oWned businesses that are severely under-represented in the 
expon area. in order to Increase their expons. 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 
outpUt, yet only account for 12 pereent ofour exportS, ITA is already aggressively targeting small and 
medjum~sized business through its Commercia1 Service, but better education, more outreach., ~d 
improvcl trade facilitation, and, possibly, new export financial mechanisms, must be in pia(e to 
broaden the export base of,trus,cQuntry, and to increase the profits and job ,opportunities in tIDS ,key 
sector ofour economy. Small businesses often lack the resources for market research overseas. ITA' 
can and does help, counseling over 41,000 small businesses each year on how to break into forbign. 
markets. 

Toward this end. I will initiate, ifconftrmed. a senes of coriferences around the country, spec~fically 
targeting small and medium· sized, minority and women-owned businesses, and workers in :ndustries 
with expolt 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 r~ally 
counts -" I hope together we can promote U.S. exports. 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 economy, we have enormous opportunities. . . 
Fourth, I want to align more closely the efforts oflTA with the foreii!n 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 to the 
European Union. I bring to Commerce 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 foreign policy goals. 

An example of this coordination is the undergirding, with U.S. business, of new democracies whose 
y~abil1ty depends upon if!.lproving living standards for their citizens, This is evident in South Africa. 

'; 	 in Haiti. and other areas in whkb I am pankularly interested: Central Europe, the Baltic States, and 
Russia, the Ukraine, and the MS. If these fledgling 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 ofbudgeI stringency, 

Trade and investment also play an important role in our foreign policy interest, namely in supporting 
the pc=: process in troubled regions throughout the world. In the Middle East, Northern Ireland, and 
Bosnia, peace and stability are intrinsieally tied to jobs and prosperity. The hest way the peace process 
can take hold and become durable is by creating a better way of life thro~gh 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 I will continue with enthusiasm, is the 
. emphasis on trade with Big Emerging Market, (BEMs). I fuUy recognize the importance of the BEMs . 
i~itiative, for it IS here that the lion's share of the incremental gromh in world imports wiU occur in 
fewer than a dozen markets .~ the'Chinese Economic Area (China:, Hong Kong, Taiwan)~ ,South 
Korea; the ASEAN countries and Indi~ South Afi1ca; in Europe, via Poland and Turkey; and in Latin , 
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Ameriea (}1,,,oco, Brazil, Argentina), In 1994, U,S, export. to the BEMs exceeded exports to 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 futllie export growth, given the 
significant growth rates ofthe", countries - withSOme 25 billienpeople" The HEMs' share of global 
GDP may double from 10 percen't now to more than 20 percent in just twenty ·years. This initiative has 
helped bring our trade promotion activities into better balance after many years of emphasis on our 
traditional trading partners, The BEM. initiative has redressed this historic imbalance, 

But the support of the I;nited 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 
oversea.~ competitions in the ~ eight years, the COfnmcrce Department estimates that U.S. firms lost' 
approxirnate~y one half· of these competitions due to political and economic pressure by other 

, , 	
gov~mments. including concessionaI financing, promises oftecMology transfer. and lin~ing foreign' 
aid flows ~~ totaling some $25 billion in lost contracts.. . . 

, . , 

Having represented the United States to the EU over the past two and one~halfyears, and having '~een 
things from a European perspective at the same time, makes it more clear, however, that we cannot. 
ignore our mature markets in Europe, Canada., arid japan. The trade flows there are huge -~ for 
example, some $230 billion in two-way trade with the 15 countries of the European Union. Fifty 
percent of our merchandise exports go to traditio~Ial markets (20 percent to the EU. 20 percent to 
Canada.·and 10 percent to Japan). -Even a 3 to 5 percent 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 OUf 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 An!erican people the beoefits o-f trade in very cleal: and 
conCert Ways. Only with public understanding and support can we be successful in expanding exports 
and maintaining a political consensus for trade liberalization. Workers must see trade as job creating. 
not job" destroying. Trade is not some esoteric policy issue, Approximately 12 million jobs in the 
United States depend on exports and imports, To those people, trade mean, 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 is a vast 
globaJ marketplace out there for American products. I hope that you'will give me the chance to work 
with Ametican business to more fuUy expand and develop it. This is an. area in which we can make a 
real differ-:nce in our people's lives. 

I thaak yeu once again for the opportunity to share these ,iews and goals with you today, and would 
be pleased to answer your questions or respond to your concerns. I , 
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TESTIMOl'iY OF UNDER SECRETARY STUART E. EIZENSTAT 

SENATE COMMITTEE ON BANKING, UOUSING, AND URBAN AFFAIRS 


May 15,1997 

Introduction 
! would like to thank the Committee for the opportunity to testify today as part of our shared 
pursuit of the truth and quest for justice on behalf of the victims of World War H. r 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, is not only the focus ofour government report released last week. but also a continuing 
concern of this committee. In fact, one of the most crucial exp1anations as to why this subject has 
captured the attention and concern ofthe international community has been the work of this 
Committee under the leadership ofChairman D'Amato. 

Mr. Chairman, your work to push this issue 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, I testified before this Committee on the issue of dormant accounts in Switzerland, 
That hearing was a 1andmark in the road towards truth and justice ~~ it was the first pubJic 
demonstration ofthe courageous work that has been so critical to our efforts. Together with the 
leadership ofthe World Jewish 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 ofthe world and of countries who, after 50 
years, have now opened up this dark chapter in their histories. 

U.S. Government Report 
I am 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.. I want to share with you 
my thoughts and engage in the important discussion ofour next steps to achieve justice, 

As you know, last week. we issued a preliminary Study, entitled ·'U,S. and Allied Efforts to 
Recover and Restore Gold and Other Assets Stolen or Hidden by Germany During World War 
Ir," The report, which was prepared by the State Department's Chief Historian, Dr. William 
Slany, is the product ofan extraordinary seven-month effort on the part ofeleven u.s, 
government agencies I coordinated at the request ofPresident Clinton, Along with a selection of 
some 200 documents to support the findings, it also includes a summary and an interpretative 
Foreword presen.ting my own conclusions. 

Our mandate from President Clinton was clear, He tasked us to describe, to the fullest extent 
possible, U.S. and Allied efforts to recover and restore gold and other assets stolen from 
governments and civiJjans in the countries Nazi Germany overran, and the initially valiant. but 
ultimately inadequate, steps taken by the U.S. and the Allies to use these assets for assistance to 
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attention ovt'T the last year, It is a study ofthe 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 ofan estimated $580 million of central bank goJd--around $5.6 
bimon in today's values, along with indeterminate amounts ofother assets from individual victims 
of Nazi atrocities during World War II. Around $400 million ofthi, looted gold went to 
Switzerland, either to the Swiss National Bank's own account or the account ofother countries at 
the Swiss National Bank. 

The picture which emerges from tbese pages is often harsh and unflattering, particularly when 
dealins with the actions and attitudes of the neutral nations, All profited from their economic 
cooperation with Nazi Germany. Among the neutral countries, Switzerland receives the most 
attention in this report because orits crucial financial role. We have no desire to single out a 
country that is a robust democracy, a generous contributor to humanitarian efforts and a valued 
partner of the United States today. But given the purpo,e and scope of this study, Switzerland 
figures prominently. 

The report also shines a bright spotlight on OUf own country's shortcomings. America's 
leadership during and following the war were admirable and commendable. Of course, the War 
would not have been won \\1thout the enonnous U.s. effort nor could the femarkable rebuilding 
of Europe have occurred without American leadership. The U.S, Govemment took the lead in 
economic warfare against the Axis by initiating the Safehaven program with our Allies. The U,S. 
scored signiiicant successes in blocking Gennan assets in leaving this country and in tracking the 
flow ofNazi assets, particularly looted gold, to prevent any Nazi resurgence aftef the WSL The 
U,S. led the reconstruction of Europe through the remarkably generous and successful Marshall 
Plan. The report however, highlights U.S. and Allied failures in the areas of restitution and 
compensation during post~war negotiations to retrieve Nazi assets. 

Conclusions of the Report 
While this historical feport simply lays out the facts in an objective manner, thefe are certain 
condusions one can draw, I have outlined my own personal conclusions in the Foreword to the 
report The report should raise questions and serve as a catalyst for further research and action to 
redress, however belatedly, some small measure of the great injustice that still weighs on SO nlMy 

people today. Let me share with you the major conclusions J reached in my own review as 
coordinator of this effort. 

First, the massive and systematic plundering by Nazi Germany of gold and other assets from 
conquered nations and victims was no rogue operation. It was systematic, intentional and 
essential to lhe financing orthe German war machine. The Nazis used neutral countries as banking 
and financial facititators, With the Reichsrnark largely unusable, to obtain war materials, the 
Nazis used looted go1d, shipped largely to Switzerland, to convert into Swiss francs to help meet 
their war needs. The German central bank -- the Reichsbank -- knowingly and willingJy received 
gold plundered from the central banks of the countries the Nazis overran and had a special 
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account -- the "Melmer'» account, for the SS officer Bruno Melmer, for the deposit ofjewelry, 
watches. even dental fillings ofcivilian victims ofthe Holocaust. The gold from monetary and 
non-monetary gold was smelted or resmelted and its origins often disguised with false markings. 

Second. in the unique circumstances ofWorld War II, neutrality collided with morality. Too 
often being neutral provided a pretext for avoiding moral considerations. Of course, neutrality 
was historically a well·established principle in international law, but the report makes painfully 
clear that neutral countries -- Argentina, Portugal, Spain. Sweden. Switzeriand and Turkey -
were slow to recognize and acknowledg.e 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~ in part by Nazi sympathies 
in some countries; and by a desire for profit in all. All helped support and prolong Nazi 
Gennany's capacity t'O wage war at a time ofgrievous Allied and civilian casualties. 

Third. orall the neutral nations. Switzerland had the most complex role in World War II. 
Because of the financial role played by the Swiss National Bank and Swiss commerciat banks, it 
had the deepest and most crucial economic relationship with Nazi Gennany, involving banking, 
trade. industrial production and use of its railways. It, like others, had reason to fear Nazi attack 
Many ofits actions benefitted the AUies. It bought more go1d and hard currency from the Allies 
than from the Nazis; it served as a protecting power for Allied POWs and property; and it 
provided a crucial intelligence base for the OSS during the war, But without question 
Switzerland and other neutral nations benefitted from their trade and financial dealings with the 
Gennans nnd helpoo prolong the War elfart. 

In the' second phase of the War, when -:.lazi Germany's threat to the neutral nations Vias 

diminished, commerce with Germany continued. Despite Allied requests, German assets in 
neutral nations were not frozen and the neutrals continued to profit form their trading links with 
Geon.oy. 

Swiss actions after the War are the least understandable, After the war, despite appeals from 
Allied negotiators to consider the moral imperative, the Swiss demonstrated an obdurate 
reluclance to cooperate with Allied efforts to retrieve and redistribute lootoo gold. Despite 
repeated Swiss protestations after the War that they had never received any looted Nazi gold, thi"~ 
report is il1cOnirO\>erlihle: tbe Swiss National Bank and Swiss bankers had to know, as the War 
progressed, that the Reichsbank's own colfers had been depleted, and th.t Ihe Swiss were 
handling vast sums oflooted gold. In postwar negotiations, Switzerland used legalistic positions 
to defend their interesl, regardle ... ofthe moral issues .Iso at stake. They first contended they had 
purcbased Nazi gold in good faith, and only later did they admit to 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 SSS mUJion to the alli~ far less than 
the range of$185·$289 million in looted gold the U.S. Treasury and State Departments estimated 
was in Swiss national accounts. The Swiss were even less forthcoming in implementing the other 
part of the Washington Accord -- providing the AUies with 50 percent of the liquidated value of 
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German assets in Switzerland after the Waf, in part for the benefit ofrefugees. Six years later, in 
1952, the Allies accepted. total token payment of$28 million compared to Allied estimates of 
$250 to $500 million in German assets. Even this was effectively paid for by the Gennan~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, American leadership in the post-war negotiations to retrieve Nazi gold and other assets. 
was well~inttmtioned. but unfortunately. limited. There was a demonstrable 'ack of senior-level 
support for a tough and consistent U.S. negotiating position with the neutrals. Moreover, there 
was an even greater lack ofattention in ensuring implementation of negotiated agreements. 
Wartime objectives were replaced by new Cold War imperatives, to rebuild postwar Europe and 
create NATO to contain the Soviet threat Putting a democratic West Germany on its feet and 
other security concerns with all neutral countries also took precedence. And yet the US. 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 fun commercial cooperation 
with Switzerland. The British demanded early on to remove restrictions on Switzeriand. At the 
time they were also hesitant to provide money to Jewish refugees because it would conflict with 
restrictions on the number ofJewish refugees who could enter Palestine. 

Finally, the report concludes from the pattern and practice ofReichsbank resmelting and other 
evidence. that some Nazi victim gold was sent abroad and go1d from individuals as opposed to 
central banks was also included in the Tripartite Gold Commission (TGe) gold pool. This looted 
central bank gold was to be redistributed to the governments from whom it was stolen during the 
War. The d(}cision to define monetary gold by appearance and not origin as well as other 
evidence obtained 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 dear evidence that at least a small 
portion ofthe gold that entered Switzerland and Italy included non-monetary gold from individual 
citizens in occupied countries and from concentration camp victims or others killed before they 
even reached. the camps, Further research wuld determine whether more was included. 

Other Neutrals f'tI-u ~1"'....J-
~While 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 to set the record straight. but also in our shared 
concern for justice and reconciliation. 

Oth.er European neutrals were also important commercial partners of Gennany, 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 ofGerman assets to Central 
and South America. Argentina posed a particularly difficult problem in terms of preventing 
firlanCial exchanges and war~oriented commerce, To varying degrees, each of the neutrals 
cooperated with Nazi Gennany for their own economic benefit. Sweden was one ofNazi 
Germany's largest trading partners, supplying critically~needed iron ore and baJJ bearings, among 
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other goods, Portugal supplied a variety of vital mineral resources for the Third Reich's war 
machine. including the ore for tungsten, Spain maintained an active trade in goods and raw 
materials. Turkey was Gennany's source ofvery 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 S4 million of the some $5 J million the AJlies initially 
sought, with negotiations dragging on throughout the 19505. Spain returned only $114,000 in 
looted gold. despite Allied suspicions that Spain held as much as $30 million in looted gold. The, 
Allies also e~timated 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 layout the facts in a dear, unvarnished 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 realty happened during this tragic period ofour 
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 repores 
revelations, is simply to reopen the 1946 Allied-Swiss Washington Accord. While we exclude no 
option, we fnvor a broader approach. What matters most right now is that the countries 
mentioned in our report have time to absorb these facts and we take a close look at what actions 
are forthcoming before making any definitive judgements. 

Three steps should be considered in the coming months to provide compensation to the victims, 

First, 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 report 
demonstrate:) that it was IItainted" by the inclusion of some non~monetary gold taken from 
individual vi(~tims 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 coins 
found in the Merkers salt mine were transfered to the TOC gold pool. 

The remaining 5.6 metric tons ofTGC 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 availabie a 
substantial portion of this remaining gold for the sur.~ving victims of the Holocaust and Nazi 
persecution. Voluntary 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 
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looted 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 to recognize its responsibility to he!p redress these injustices. 
Major Swiss banks and companies, along with the Swiss National Bank~ have established a . 
substantial fimd for needy surviving Nazi victims and their heirs, We encourage other Swiss 
banks to jojn in this Holocaust Fund. The Government of Switzerland has also proposed 
establisbing 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 to fact that little time remaining in the lives of these aging sutvivors, we strongly encourage 
swift implementation ofthese funds. 

In light of the possibility of a referendum in Switzerland on the cltiablishment of the goverrunent 
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 additiona1 companies 
and banks follow the lead of those few Swiss companies and institutions which have thus far 
contributed to tbe fund, to address immediately the needs ofthose whose lives have been 
inexorably altered by the painful events of World War II. 

It is also important that other neutrals such as Sweden, Spain, Portugal and Turkey follow the 
Swiss lead and act to do justice to the victims ofNazi atrocities. 

Third, we must work towards the return ofcommunal property such as schools, churches and 
synagogues, panicularly in Central and Eastern Europe, This includes income producing property 
which could be used to support funds for victims. The Government of Hungaty has undertaken a 
dramatic initiative to begin paying compensation, $20-$40 a month for the rest of their lives, to 
over 20,000 Holocaust survivors living in that country, We hope that other countries will fonow 
this sterling example. 

One aspect of the study deserves immediate attention and action: the plight of those who were 
victims not only ofwar 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 inequities developed in the 
treatment ofvictims depending upon where they iived after the war. Beyond immediate 
emergency resettlement assistance, most governments did not have long term commitments to 
rehabilitation, The greatest burden ofproyiding ongoing relief fell on private organizations. 
In administering payment to survivors we believe special emphasis should be given to those in 
Central and Eastern Europe and the former Soviet Goion who survived both Nazism and 
Communism. These "double victims" have received little or no compensation from Germany, 
unlike those survivors who live in the West, some of whom have received monthly pensions, 

Restitutioh 
Apart from these important financial steps, there is a moral imperative, Each nation involved in 
these tragic events must fuUy come to terms with its own past. It is important that a healing 
process begin, and that genuine reconciliation be achieved, There is reason for optimism -~ 
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especially with so many countries now willing to honestly confront the past and draw lessons from 
it. Following the British study oflast year and the launch of our own study, Switzerland. Sweden, 
France, Spain, Norway, the Netherlands, Belgium, Brazil and Argentina have established, or will 
soon establblh, historical commissions to examine their roles in World War II. their relationship 
with Nazi Germany and their responsibility to return looted property. In particular, we welcome 
and applaud the steps Switzerland has taken in establishing commissions to examine assets in 
dormant bank accounts and to review the entire historical reiationship between Switzerland and 
Nazi Germany, 

We also encourage the creation and support of museums, regular conferences and educationa! 
curricula and other means to ensure future generations learn the full 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 fhvor 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 future generations with the immediate concerns ofcompensation 
and restitution for those elderly survivors to 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 declassity document.s that may shed further 
light on these issues. [0 addition, the U.S. favors the immediate declassification of aU of the 
Tripartite Gold Commission documenls that bear on the origin oflhe TGC gold pool, 
The U.K and other concerned governments would then need to assess the results ofthls 
information, (t will be important, for example. to have German Reichsbank records available so 
that we can aU reach a more complete understanding ofthe origin and flow oflooted assets. 

The l),S, will also explore the idea of an international conference of historians and other experts 
to exchange information, insights, and documents about the flow ofNazi assets, the relationship 
with the Third Reich during the war, and measures for finding surviving owners or disposing of 
heirless property. The British. 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 infonnation and facts gathered. We have for instance taken the important step of 
coming to agreement with the government ofSwitzerland to share aU relevant documents on this 
subject so Ihat each country may be helped in the search for facls, 

Unresolved Questions 
This report sought to answer as many questions about this issue and this period of time as 
possible. But there remain additional 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 OUf search for the truth and 
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justice. This hearing today is part of this very important process. But further investigation is 
required to gain more complete knowledge and understanding. particular1y 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 affiHate of Swiss-owned banks - is an 
important mattel" which requires further investigation by other institutions, including relevant state 
authorities, Congress took a hard look at this 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. In August of 1946, 
Congress enacted an amendment which permitted the return of seized assets to certain victims of 
various forms ofpersecution, but the Act did not deal with the problem of those victims who had 
died heirless. Legislation which would tum over heirless assets of persecuted persons to 
organizations that would assist surviving persecutees failed in Congress for several years because 
of the difficult procedures established for restitutlon and the discrepancies over estimated figures. 
Subsequent efforts also failed. but eventually. through legislation allotting a sum ofS3 million was 
decreased to a lump sum payment of$SOa.Ooo that was provided to the Jewish Restitution 
Successor Organization. 

[n a letter to me this year dated March II, 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 ofGennan assets in the United States were paid into accounts of the War 
Claims 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 
llnd 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 to successor organizations. It will also 
he important to pursue insurance daims by families or Holocaust victims. as well as securities and 
artworks. whose policies were confiscated by the Nazis or whose claims were denied due to a 
variety of ch cumstances, including the lack' of death certificates. 

This issue of Nazi gold flows in to the United States, possibly through Swiss~owned banks 
operating in the United States warrants further investigation, Donnant accounts in US banks are 
turned over to the state in which the bank operates. The state houses these accounts in an 
identifiable abandoned property account so depositors or their heirs could eventually recover 
them. We must determine the most appropriate method and process to examine this lnfoflnation_ 
We think this is an appropriate issue for Congress to examine and support your further inquiry 
and investigation. 

Conclusiun 
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Our 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. UltimateIy, the United States, our Allies and the neutral nations should be judged not so 
much by the actions or inactions of a previous generation, but by what we do today and by our 
generation's willingness to race the past honestiy, to help right the wrongs, and to deal with the 
injustices suffered by the victims ofNazi aggression. Our hope is that our work will advance that 
broader purpose .... to achieve a smatt measure of justice, however belatedly, so that surviving 
victims can live out their remaining years in dignity. 

### 
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OPENING 
Mr. Chainrum and members of the Sl.lbcommittee, [appreciate the opportunity to appear before 
you in support of the International Trade Administration's- FY 1998 budget request. 

ITA's request is for $271.6 million and 2.270 HE. As compared to FY 1997 appropriated levels, 
this reflects an essentially flat budget. We are requesting an increase of$1.6 million (0.6%) and a 
decrease of90 FTE (-3.8%). 

This is the fourth year for which we are requesting a nearly steady level of resources. We have 
roughly 300 fewer people on board that 2 112 years ago. Yet we nave taken on successfully 
major new responsibilities-the new Compliance Center. our Advocacy Center, the Export 
Assistance Centers around the countf)', the Big Emerging ~arkets initiative, and new 
responsibilities ofour 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 grov.-ih, It also demonstrates the active 
support we have enjoyed from this Committee, and for that we thank you, .MY. Chairman, 

The continued and sustained support for our programs is justined. The Adminjstra~ion 
understands what mJlny ofyou on this committee have long recognized -~ the importance of trade 
and export promotion to our economic prosperity. The International Trade Administration stands 
at the forefront of this government's trade promotion efforts. 



By approving our budget request. you will enable IT A to continue 5emng American bus!nesses 
and American workers in this most imponanr area. IT A is the only agency of the U.S. 
government with the proven capacity to provide hands~on assistance to US. companies that seek 
to broaden their markets by exporting or doing business abroad. ITA also has the ability to 
provide strategic support to the development ofUS. international trade and commercial policies, 
Through our Advocacy Center, and our restructured Market Access and Compliance unit, and 
other efforts, we have put the U.S. government -- more forcefully than ever -- squarely on the 
side of U.S, 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, help arrange joint ventures with foreign panners, and enable U.S. companies, 
pa!1icularly small and medium-sized enterprises to enter foreign markets, \Ve will continue our 
full service global network ofresources through our Commercial Serv1ce~ 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 issues and developing strategies to 
overcome market aceess obstacles country-by~country and region-by-region; and through the 
Import Administration ensure a level playing field for American businesses through enforcement 
of the anti-dumping and countervailing duty laws. 

ITA's FY J998 request contains two.very modest increase proposals, within our flat budget 
request that locus on our priority to 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 NAPT A obligations to pay panelists who provide us with dispute 
settlement 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 
admlnistrative reviews. 

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

As the Commerce Department's lead trade unit, the International Trade Administration (ITA) 
helps U.S. companies sell products and services abroad in support of U.S. jobs at home. This 
overall mission continues to be carried out by our four working units: Market Access and 
Compliance (MAC), Trade Development (TO), the U,S, and Foreign Commercial Service (the 
Commercial Service), and Import Administration (JA). Proposed budget allocations to IT A's 
four major operating units for FY 1998 remain nearly equivalent to this year. 
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TRADE AND ECONOMlC GROWTH 
What iTA does is critically important to the.U.S. economy, and U.S. companies are following 
through with unprecedented export performance. In just over the last four years. we have seen 
exports surge from $618 billion in 1992, to $836 billion in 1996. Exports ofgoods and services 
have grown at an annual rate of about 8 percent over the period, well above the rate of overall 
economic growth. We are well on the way to meeting the goal the Administration set two years 
ago of increasing US., exports to $1.2 trillion 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 ("BEMs") alone will acoount 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 atso reflects the fact that exporting is fundamental to our economic health and· our 
standard ofHvjng. In 1970, for example, the overall value of trade to our economy equaled just 
II percent of America's GDP. Twenty-nvc years later (l99:5). it reached 23 percent, Over the 
past three years, exports have accounted for about one~third cftotal U.S. economic growth. In 
1995, some II million jobs depended on exports, and by the year 2000 that number will have 

, risen substantially. perhaps to 16 million. , 

What this ml!ans to the average American is that his or her company will perform better if that 

company make... a commitment to export. Ninety-five percent of the world's consumers live 

outside the U.S. A recent study by a group ofleading economists shows that firms that export 

experience 20 percent faster employment growth and are 9 percent less likely to go out of 

business than are non-exporting firms. Jobs in export industries also 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 finns are more likely to succeed, it is dear that 
the more we shift our economy into exporting sectors, the more we will contribute to more stable 
communities 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 US. trade laws, and an understanding that we must work with the 
private sector to ensure America's competitive advantage as we approach the 21 st century. 

Our trade programs and initiatives'are critical in not only helping to generate economic groVith 
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 lives. 

PURSUIT OF GOALS k'ID OBJECTIVES 
Since ITA i!. requesting only a very modest budget increase ($1 ,6 m), our budget plan is aimed at 
focusing as many resources as possible from within tbe base towards the high priority activities J 
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identified last spring and which are now part of the Department ofCommerce's Strategic Plan. 
ITA's mission is to help U.S. companies sell products and services abroad in support oru.S, jobs 
at home, Let me discuss the five goa!s I have set in meeting this mission and give you some 
examples of some of our achievements in pursuing them over the past year: 

i. ~~ Strem:then trade advocacy. fradepromotiou. and the Tra«e P1;omotirm Coordinating 
Committe.§. (TPCC) - Through the Advocacy Center, which is the "nerve center" of the TPee's 
adVQcacy network initiative, ITA leads the Government-wide effort to develop and to implement 
interagency strategies to help U.S, firms win bids for major projects and commercial transactions 
in foreign markets. In 1998, ITA plans to broaden the involvement of TPCC agencies in 
advocacy activities, ' 

It is important to note that our advocacy efforts are aJmost exclusively involved only when the 
foreign decision maker is a foreign government or govemment~owned enterprise and, thus. pure 
market forces are not at work. In FY 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 v.;th a value estimated by the companies at more than $41 billion. These 
projects could result in U.S. exports exceeding $26 binion. Thanks to outreach efforts to smaH 
and medium-sized enterprises (SMEs). about 20 of the FY 1996 successes were S~·IE projects. 
This number does not count the additional positive impact on Srvffis that occurs when large 
companies succeed through advocacy, For example, Mission Energy Company's successful bid 
for a $2.6 billion power plant in Indonesia will benefit 30 suppliers and subcontractors located 
throughout the US, 

The foHawing Advocacy Center "success story" illustrates one of many ways in which the Center 
assists U,S. firms -- on a daily basis ~~ in their exponing efforts_ 

Parsons Engineering Science, Inc. ofCalifomia, an environmental engineering company 
spedo.!izing in water and wastewater projects and a subsidiary of Parsons Corporation, 
was awarded a $400,000 contract in April 1996 from the Government of Malawi to 
conduct Phase I of a water m~nagement project which will span se\'eral years. 

• 
Parsons will provide technical assistance to strengthen central water services and improve 
operational efficiency and management ofwater 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 U,S. exports ofpipe. valves, pumps, meters, 
etc. for water system improvements could be in the $10 to $15 miHion range over the life 
of the contract. 

For its contract. Parsons competed with firms from South Africa, Israel, the U,K, and the 
Netherlands, To ensure a level playing field, the company sought U.S. Government 
advocacy support in January 1996, This support took the form of a 5-country 
Commercial Development Mission to Africa plus a follow-up letter to the Malawi Ministry 
for Irrigation and Water Development 
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A second area of our promotion focus has been the Trade Promotion Coordinating Committee. 
In September of 1996, the TPCC (with ITA as its lead agency) transmitted its fourth annual 
report 10 Congress on the status of the National Export Strategy. Entitled "Toward the Next 
American Century: A U.S, Strategic Response to Foreign Competitive Practices," the Strategy 
responds to one 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 ofpolitical and economic pressure, 
are among the mm)i difficult barriers they confront abroad. And we have seen that, compared to 
our competit:>fs, U.S, small and medium~sized businesses have more difficulty obtaining 
reasonabty~priced export financing, This year's National Export Strategy sets out the first 
government-v..ide plan to address these issues. Let m~ give you two examples. 

Countering Bribery! To counter transnational bribery, the TPCC agencies, led by ITA, 
are working through the Organization for Economic Cooperation a.nd Development, the 
Organization of American States, and the international financial institutions to develop 
strong, multilateral proscriptions against bribery. Domestically, we in Commerce amended 
our Advocacy Guidelines to ensure that a U.S. finn's foreign parent or other affiliates are 
not paying bribes to help win a contract for which they have sought U.S. goverrunent 
assistance. Ex~Im Bank and OPIC stre~gthened their effons to counter bribery by 
amending their certificates. 

Smail Business Access to Capital: The TPCC agencies have launched two new 
initiatives to improve access to trade finance for small businesses. SBA will extend its 7 
(a) program -- which currently guarantees working capital for small businesses; and the 
Ex-Im Bank is designing a pHot program to provide guarantees for bundles of smail 
business loans for a period of time to help jump--start a secondary market for trade finance 
for small business. , ' 

lL -- i.tJ.!:na.ve trade a3,~tance (argetell.to small anti medillm-sh.ed busine.rses, - iTA will 
continue to provide export assistance to small and medium-sized enterprises through the 
Commercial Service's network ofdomestic and overseas field offices. In FY 1996 former 
Secretary of Commerce Mickey Kantor converted the final S3 district offices into ExpOIt 
Assistance Centers, continuing our commitment 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 of96 Export Assistance Centers in 
a "hub and s.poke" network 

The transformation has already produced extremely positive results. Using our resources 
efficiently, our Export Assistance Centers acbieved a total of8,177 "export actions" in FY 1996 
helping 3,970 different U.S. 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 informatioll. 

http:medillm-sh.ed
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Working hand·in~hand with the private sector, ITA organized overseas trade missions as well as 
trade exhibitions and product literature centers aimed at small and medium*sized businesses. ITA 
organized trade mtssions including the historic return mission to Bosnia and Croatia, led by 
Secretary Kantor, which resulted in the dosing of$2 biUion in conunercial deals in Croatia and 
the launching ofan integrated commercial strategy to support the rebuilding of Bosnia, a mission 
to India, in which bridges were established with the new Indian government~ and a 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 U.S, businesses -- 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 a~ard-winning Trade Information 


. Center, which is the principal point of contact for ITA and TPCC counseling services, handled 
more than 72,000 inquiries. 900;" 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 publie money, matched twO-to
one with private sector funds, ITA works with industry to create solid market~expanding 
programs. Seventeen cooperator projects, generally involving small firms, are now in operation, 
and four bave been completed. Sixty-three proposals were submitted for the FY 1996 l\IDCP 
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 arc 

just a few very concrete examples ofour SUCCeSses: 


Carrier Vibrating Equipment, Inc., a Loulsville, Ke~tucky-based small manufacturer of 
vibrating conveyor systems, has seen its exports grow from 10 percent to 30 percent of 
total sales since 1990 as a result ofaggressive marketing and direct assistance from ITA) 
Louisville office. With growing sales in South Korea, China, India, and other Pacific Rim 
countries. the 100 - employee company plans to add 15-20 new workers to its payroll. 

A client of the Louisville office for many years, Carrier attributes much of its success to 
trade missions and overseas travel supported by ITA programs. Carrier President Ken 
Panel is enthusiastic about the Gold Key and Customized Market Analysis (CMA) 
programs that helped make recent trips to China. Taiwan, and Mexico a success. Mr. 
Panel returned to the United States from China with an order of nearly $850,QOO for 
equipment to be used in a petrochemical plant Carrier is also poised to appoint an agent 
in Taiwan as a result ofa Gold Key Service provided by the American Institute iii Taiwan. 
In addition, much of Carrier'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 C.ouncil (DEC). 

rex 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 
Febnlary 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 initiate FCX into the Indian'market As a direct result of this assistance, 
FCX sold five units worth $200,000 into India by July 1996. Says FCX President and 
Chairman of the Board, Don Gallion: "FeX tried on several occasions to enter the Indian 
market and was getting nowhere. The Wheeling EAC provided us a winning combination 
of conlll.cts in and information on India that has made our first sale into India a reality," 

ARfNC Inc. is a well known provider of aerospace related products and services based in 
Annapolis, Maryland. Our 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 ajoint counseling session the 
firm was introduced to EX-1M programs. The firm recently disclosed that EXF1M has 
approved a $27 million direct loan to the bank of China in Beijing to support the contract. 

Construction Marketing Services (eMS), a Surrey. England based construction 
marketing firm, tn February 1996, contacted the telecommunications· firm. Business 
Communications Management, Inc., based in Lake Oswego, Oregon, as a result of SCM's 
advertisement in Commercial News USA BCM had advertised for distributors of its "My 
Calling Card", a discount overseas calling card for international travelers. By March 
1996, eMS entered into a partnership with SCM to act as its U.K. agent and distributor; 
CMS presently provides over 50,000 cards per quarter to U.K travel agents, 

In a talk with CS London, BCM expressed satisfaction with its sales through Commercial 
News USA ads. BCM's Lee Marana told CS "In the U.K. monthly sales to eMS grew 
from $100 in April, 1996 to $4,000 in December 1996, with the volume up every month. 
BCM said its ads in Conunercial News USA gave its product legitimacy and credence 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 identifYing new export financing mechanisms. As the world's most 
competitive economy, we have enormous opportunities. We arc committed to helping our firms 
benefit fiom them. 

lIL. - Str.~t1gthe" trade law enforcement gnd compliance mrmitQri.n.g, ittdudint: continued 
operation a/tit!! recentlv. e.stablished 'frg(/e Gunp/.ia"ce 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 (lEP), has refocused its goals 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 market access obstacles country-by-countryand region-by region to expand the 
opportunities for U.S. business worldwide. !vIAe is now reoriented and totally focused on 
obtaining expanded market access for U.S. companies in foreign markets. leveling the playing 
field by opening foreign markets to U. S, goods and services and ensuring foreib'Ti compliance with 
trade agreements. 

A key element, again ......-ith support from this Committee, was the creation ofour new Trade 
Compliance Center (TCC) in MAC to monitor foreign compliance with 200~plus agreements the 
United States has in force. The Tee is developing a comprehensive data base ofagreements and 
is developing quantitative means of measuring compliance, so that US. business can be in a 
position to take full advantage of market opening agreements. tvlAC utilizes not only its own 
country market access officers but also the Commerce Service's over~eas expertise and Trade 
Development's industry expertise tn identifYing compliance issues and priorities. 

We are pleased to report that the restructuring ofMAC has already had a dramatic effect on the 
U.S. government1s ability to act on foreign market access barriers and to monitor compliance with 
trade agreements. Some of the examples include: 

\Vesterll Europe: ITA has taken the lead in conducting criticaUy important Mutual 
Rccognition Agreement (MRA) negotiations with the European Onion that will 
dramatically reduce the costs and dIfficulties U.S, companies face in getting their products 
tested and inspccted for sale in Europe. The ~1RA's will affect 550 billion ofUS. bilateral 
tmde and particularly ~111 reduce costs for smaller us. companies. MAC also led the 
U,S. government effort to bring about changes in Gennan government regulations to give 
non~European companies access for the first time to the multi-billion dollar Gennan 
market for electric power generation equipment. 

Eastern Europe, Russia, and the NIS: MAC identified and then took the lead in 
generating government-wide action to prevent Poland 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 IviAC'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,srnaller U,S, 
companies were assisted in entering the Russian and NIS markets. 

Japan: MAC played the lead role in negotiating and monitoring key trade agreements 
with Japan that substantially improve market access and sales for U.S. medical equipment. 
pnannaceutical, and construction finns. Excc::utives representing (he U.S. medica! 
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 national 
health insurance reimbursement price for U.S. products, the U.S, medical equipment 
industry was spared $500 million in lost revenues over the coming year. 
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ITA also played a lead role in implementing and monitoring the U,S,~Japan Automotive 
Framework Agreement (signed in August 1995). Big Three motor verucle exports to 
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 a new semiconductor 
agreement with Japan, which builds on prior market access accomptishments by mandating 
continuing U.S,-Japan industry cooperation and the collection and analysis of market and 
trade flow data. 

NAFTA: MAC's NAFT A experts seek out regulatory or policy barriers that will impact 
our exporters and devise strategies to solve the problems. MAC, for example, played an 
integra] role in obtaining a delay 10 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 in opening up to U,S, bidders a contract that a Can2.dian agency had 
designated as NAFTA~exempt The COntract was eventually won by a smail U.S. finn, 

Middle East and Africa: ;VIAC has been leading Commerce's effort to obtain better 
market access in tbe Middle East, Much of this progress has been achieved through the 
annual U.S,-GulfCorporatlon Council Dialogue, the Gore~Mubarak Partnership meetings 
with Egypt. and the Joint Economic Development Group discussions with Israel in which 
MAC plays a key role, MAC has also played a key role in promoting privatization in tbe' 
Ncar East that has opened up new investment opportunities for.US,Jinns, particularly in 
the power field. 

Asia..Pacilic: During my visit to China last month, I made it dear that our rapidly 
growing trade deficit is not sustainable and will have a corrosive impact on our economic 
relationship ifnot adequately addressed. One of the key ways in which we are doing so is 
through the premier usa bilateral economic forum with China, established by MAC -- the 
Joint Commission on Commerce and Trade. MAC also played the lead role in 
establishing the U,S.-india Commercial Alliance ..- the leading publk~private partnership 
between the United States and India. It provides us with opportunities to further market 
access issues as well as to pursue business opportunities. 

Through our Import Administration unit we also were successful in carrying out our trade law 
enforcement responsibilities, having completed more than one hundred antidumping case reviews, 
Also, we provided technical advice and negotiating supporl on a variety of multilateral and 
bilateral issues. 

iTA represents Commerce on the World Trade Organil.ation's (WTO) Antidumping and 
Subsidies and Countervailing Measures Committees. ITA 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 FT AA and the Asian Pacific 
Economic Council (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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negotiations including the shipbuilding agreement and the Multilateral Steel Agreement. 

IJ:::,... -- ;~()re clos~lv align trade obJectives with U.s. forei~1t poli([)? - Our trade and commercial 
elforts frequently support our foreign policy goals. Trade and investment flows can playa. 
significant role in facilitating incentives for peace and prospects for sustained economic grov.th 
and stabiiity IT A will continue its efforts to provide economic incentives to promote these ends. 
We place emphasis on encouraging U.S. exports and U.S. business leads to emerging 
democracies, like those in the former Soviet Union, Central Europe. South Africa, and Haiti; to 
regions with fragile peace processes like the Middle East, Northern Ireland, and Bosnia; and to 
countries like Turkey and Egypt, facing threats: from radical forces. 

I.:rA is utilizing various bilateral and regional mec.hanisms to exp,and the paf!.icipation of US. 
firms in fvuddle Eastern economies and to support the peace process. IT A provided SUppOlt for 

. the Gore-Mubarak Partnership and the President's Council Meetings in Cairo and WaShington. 
ITA <?rganized a Taba Trade Lea~ers follow-up meeting in Cairo and recommended steps that 
were approved to reduce barriers to regional trade and trade with the 1:.S. Also, working 
through the U.S. Gulf Cooperation Council on Economic Dialogue., ITA pressed for the 
continued red,:!ction ofbarriers to bilateral trade and investment, and for greater trade cooperati"on 
and integration. 

Last faU in Pittsburgh, ITA hosted a Trade and Investment Conference for Nonhern Ireland in 
support of both commercial and foreign policy objectives. Nearly 500 matchmaker appointments 
were scheduled, making this the largest business matchmaker program Commerce has undertakeR 
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 employ 
more than 100 people. 

Y.. ~. CQruinue emphasis on flwle with the .tBjg Emerging Markets" without losing {(!CHi! <m 
mflture markets. ~ Since the inception of the BEM initiative in 1994, we have increased staff 
levels stationed in those markets by 38% (or 125 positions). As part of this build-up, we are righ: 
now in the process of adding 14 new Commercial Officer positions in BEM countries. Aiso, we 
have opened Commercial Centers in three BEM's: Sao Pauia, Brazil~ Jakarta, Indonesia; and, just 
a few week;; 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 ofWashington; Maryland, and Michigan are already in our office. We are 
awaiting Government ofIndia approval to establish four new satellite Commercial Service offices 
in India, our only BEM in South Asia. In addition. ITA will continue to a."isi!:.'t U.S. companies 
that are akeady exporting to more mature markets in Western Europe, Japan and Canada and aid 
them in expanding their markets. 

ITA'. FY 1997 PLANNED PROGRAM lNlTIATIVES 
In order to help U.S. firms meet loday's challenges in the world market, we have formulated a 
substantial number of trade promotion, policy, and enforcement initiatives for FY 1997. (We plan 



• 


-l! 

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 oftliese 
initiatives because our strategic focus continues to evolve in response to changing conditions in 
the global marketplace, 

Continue to vigorously enforce our trade laws. particularly in key cases (supercomputers, 
uranium, lumber, etc) , 

Complete the refocusing of the Market Access and Compliance unit, including 
implementation by the Trade Compliance Center of a computerized data base. efforts to 
systematically monitor specific trade agreements, and investigations and analyses of specific 
compliance problems, 

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 deals. 

Continue our series ofoutreach seminars to smali. medium~sized. and minority businesses. 

Support ongoing Administration efforts with China (implementation of agreements and 
\VTO accession) and Japan (implementation of framework and other agreements)" 

Follow-up on efforts to support foreign policy goals through economic effons (Bosma, 
Middle East, Northern Ireland, Haiti. Panama, Central America). 

TRADE MISSIONS ABROAD 
On March 3, 1997, Commerce Secretary William Daley announced a comprehensive new policy 
governing aU aspects of our,trade mi~sions. ITom private-sector recruitment to post-mission 
reports. This, the first comprehensive written policy governing our trade missions, is now in 
place, It is a fully transparent, non-political process, where documentation relating to our trade 
missions~~why we are doing them, who participates in them, and what \ve see as results-~will be 
available on the public record, Moreover, the policy includes an express prohibition against 
consideration of referrals from political parties or references to political contributions or political 
activities., 

Trade missions are an important part oflTA's export promotion efforts, and I wanted to assure 
this committee that they will be operated in strict accordance with both the letter lllld the spirit of 
Secretary Daley's statement. 

CLOSING 
~s 1 stated at the outset, by maintaining a level budget tor ITA while many domestic agencies are 
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experiencing significant reductions, this Administration IS showing its commitment to create jobs 
and 'promoh: economic growth through expansion of exports and enforcement of trade laws. In 
addition, MI Chairman, I want to thank you personally and the members of the subcommittee for 
your help over the past year in sustaining this level ofresources for lTA. This enables us to 
increase U,S. exports and to help create more U"S. jobs, With the guidance and continued 
support of this sUOcorrurUttee, ITA will continue to focus on those objectives that are so critical to 
the Nation's economic future. 

I thank you once agaIn Chainnan Rogers, Ranking Member Mollohan and members of the 
Subcommittee, This concludes my prepared statement, which has been reviewed and cleared by 
the Oflice of Management and Budget I wi!! be pleased to answer any questions or respond to 
a,I!Y concerns you or the Subcommittee members may have, 
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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 
cooperatiw projl.;cts that we undertake together. 

I haw been"asked 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 a~ a unique point in our 
hemisphere's history generally, and in the U.S. relationship with it specitically. 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 hemisphere 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 to trade more freely and fairly, 
fueling 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 
free and dl!l11ocratic Cuba to join us in this great endeavor. 
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We are embarking On this great effort at freer trade to make the Americas a model for the 
n.-s: of thi!' world. The' Am.ericas con be .1 model ifdemocrm::y delivers responsive government, 
better CdUL:Uiionnl und busuiess opportunities, with no loleraIlce for corruption, If this works. 
then we will have shrunk the gap between neh and poor and increased wealth for all. 

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

Since December 1994, U.S. trade objectIves fOT Latin America have been framed by the 
Summit of thl; Americas. at which President Clinton and 33 other hemispheric leaders committed 
to conclude the negOtiation cfllie aFree Trade Area of the Americas" (rlAA) no later than the 
yenr 2005. They agreed it must be a comprehensive agreement. and that it would cover ull the 
:)uostantiv~ areas of the Naft3. When fully implemented; the F1'AA would comprise the larges: 
free trade arrangement in history. encompassing an area with an overall GDP well in excess of 
the current 59 tril1~on figure and a market?f over three~quarters of a billion people. 

OUf experience in the hemisphere suggests that further liberalization makes sense ror 
good business and good policy reasons: . 

Latin American markets are among the fastest growing in the world. Economic growth in 
Latin Ameri<;:a is expecte~ ;0 average 5 percent or more through the year 2000. 

According to some experts, Latin America can anticipate an additional j.5 % of annual 
economic growthJrom concluding an FTAA. 

Further, Latin America will be particularly heavy demanders,nfthe kinds of goods and 
services in which the united states is very competitive. Last year, our exports to the 
western h(;)mispnere accounted for almost 40% ofwtal U.S. exports and nearly SO'~~ of 
the total increase in our ,exports, 

we sell mOre to CCrltyal. America than we do to East Europe and t:le former Soviet Union 
and. 

we sell more 'to Brazil than we do to Cbina. 

Vle want to negotiate an agreement for th.e 21st Century, one that will address and protect 
the cmcrgir.g technologies of the information age. 

The N.lftu Experience 

The Nafta has played a vital role'in helping trade expansion strengthen the US. economy. 
Two-way trace bct\veen the United States and its Nafta pal1ners, Canada and ~v[ex!co, was $420 
billion in ; 996. While Canada and Mexico have long been our first and third largest tradtng 
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partners, almost one-third of current trade levels is new trade that has taken place in the three 
years since Nafta was implemented,. that is u $127 billion trade gain under NaCta. 

Nafta has demonstrated two very valuable lessons: first, as trade barriers come: down, 
dr~malic trade gains are possib~e; and two! Cree trade agreements cannot dictate economic' 
circumstances, but they do lock in obligations j creating [he cer..ainiy businesses need regarding 
the "rules of the game." 

U.S. exports to Mexico were down by only 9'percent in the year following the 1994 peso 
devaluation. despile the fact that reul Mexican GOP fell 7 percent. It was clear that Naftn helped 
limit the extent and duration of the fall and helped spur the recovery of the Mexican economy, 

" 
And the recovery of the Mexkan economy has been much quicker and sharper than most 
observers forecasted, With the return of Mexican eco~lOmic growth (5.1 ,percent) in 1996. U.S. 
exports surpassed their pre~Nafta pe~k by 515 billion to reach a record S57 billion. Moreover, 
there are indications that this e;qxm growth is accelerating, By the fourth quarter of 1996~·U .S. 
exports to Mexico were growing at an annuaHzed rate of564 billion, compared to $52 billion 
earlier in the year., As Mexico's economy grows, it win consume more of whnt it is now 
exporting and demand for. U.S, products will increase, If the trends of late ,1996 continue into 
1997, \\'c can expect to sel;.': the mcrc~andise trade deficit, which was $16 billion in 1996, narrow' 
this year. " , 

While U.S. export sales to Mexico in ,eccnt years have been strongly tmpacted by macro 
economic conditi'ons, important elements of this trade clearly would not have taken place without 
NaftD.. For one thing, as Mexico kept its market open to U.S, exporls'and met its Naftn 
1"Cquircmel'.cs to further lower tariffs, the U.S. mark~t share in Mexico grew from 69 p...:rcent in 
{,)93 to 76 percent in 1996, a gain which should position U.S. exporters \~.:el1 as the ~lexican 
economy continues its recovery, 

IJ!. addition, Nafta has encouraged steadfastness in Mexico's economic reforms. The 
Zedillo Administration' has -.:ontinued to move fOf\\lard with privatization or concessions of 
important sectors of the c;;onom'y, such as railroads, seaports and airports.' Greater competition' 
has been encouraged in telecommunications; natural. gas distribution and financial mar'kets. 

".'hat Next 

With that background, it should be clear that a free trade area of the Americas would 
serve both the United States and its hemispheric partners very welL And you may well ?Sk "why 
don't we get on with it?" Candidly, not having fast track. to date has certainly had a dampening 
effect on FTAA momentum, but it would be \\'Tong to attribute the pace of the talks solely to the 
United States, There are n host of reasons \vhy pro~ress has been slower than we might have 
hoped, including the peso crisIs and the tequila effect, Mercosur's desire to consolidate, and 
countries' domestic adjustment problems reiated to the remarkable market ope:ling measures. we. . , 
have seen thrcughout the region. . > 

http:1"Cquircmel'.cs
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We intend to seck fast track authority early this year. While the exact scope and terms 
aren't known yet -- we are still consulting the Congress -- this Administration has made it clear 
that it expects to have at least 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 arc among 
lill' countries advocating the most ambitious objectives and lime frame for the actll.1i 
negotiations. And we, along with Mercosur, are at the forefront of incorporating private sector 
perspectives into the process. . . 

In (act, 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 
Pre:;ident Frei, President Clinton renffirmcd his desire to obtnin fast track authority from 
the Congress. 

Two presidential visits to the region are scheduled for early this year. 

Two trade ministcrials (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 wr-; 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 tht! private sector role for these negotiations. 

, 

We think thut tht.: negotiations should be based on the WTO obligations plus the best 

appropriate elements from regional trade arrangements,.and additional obligations that neither 

currently addresses. Wi; 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 incorporate private sector views a~ all levels of the :1cgoti;itiol1s, 

It is no secret that we want to move as fast as possible on these negotiations. Some in 
Mercosur would prefer that it devote attention to its further consolidation and expansion first, but 
all agree'that we will negOliate and we willflnish the negotiations by 2005. I would like to 
m,Jkc some points clear here: 

The Uf,!i(ed States accepts that some countries will \>,,'ant to negotiate en bloc, like 
Mercosuf, as Jong as they can assure that the obligations tbeir represenwtives ace,cpt will 
be adopted by all members of the bloc, 

Sub*fcgional agreements can·cominue to build on economic refonns and deepen their 
internal trade liberalization. Ultimtltely they can make hemisphere-wide negotiations 
easier by beginning the process of opening markets and accepting market disciplines. 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 
indu.'ltrial powers, t.i~e the European Union. '. 
The faster we can gel started with the ITAA framev."Ork~ the more quickly we will be able 

.. to p~~{)lve issues which create friction in our relationships: and that can only be addressed ' 
il} thl! context of multilateral trade negotiations. Long-sumding nettlesome issues on both 
sides ~;iJn and should be resolved in this comext. 

I understand 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 otht::f 
regional arrangements expand and conclude additional free trade agreements, they arc 
already preparing for additional competition. Plus, a market a<::cess negotiation involving 
34 conntries inevitably takes time to conclude -- and two years, as Mercosur proposes. is 
clearly nOt enough. [think there will be plenty of notice, 

Also. I might comment that the United States has advocnted strongly ror 0 Nafta
[v1ercosuf dialogue at p\lblic und private level because gremer understanding is essenlbJ. 
'Btlt merging these two great ngrcements is not nel:essarily the best approuch since the 
?ystems, sco~e and levels of obligations are very differcr.t 

In our view, negotiations should proceed along parallel tracks: As we say in the U$.• '·we 
C(ln walk and chew gum at the same time" The U.S" has been on.: of the strongest advocates of 
implementing praetical steps that will facilitate the conduct ()fou~:m.:ss'on a hemispheric scale 
whi'te we al.!w negotiate prindples. Among the possibilities: . 

harrmmlzation of ce"rtain {;ustoms forms, 
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;:tdherence to princip!es of transparency in governme:u procurement: and. 

: mlltt~al reccg:lition of product standard test results and testing lannn!orics. 

These then are our initial suggestions. While some are shared by ottr pm1ncrs oth~fS will 
have to be \\'ork~d ihrough. You wlll hear from our other speakers today and tomorrow aboui 
tht:ir country' S views on these matters but 1 am conlidcnt :hat we will lind comrr:on ground. 
That is afler all th~ purpose of negotiations. ~() Oil":: ~ver said it would be easy, but t1w 
Administration'rema.ins committed to the region, its economic and political devdopml!nt; and 
our, stake and role i!l. that process. i am confident th:\{, with your help and suggestions, om 
mil1i~l.crs at Belo Horizonte will point out the ..yay to a truly prosperolls and democratic 
hen't:sphcf\:. • • 

ThnnkYou. 


.' . 


.. 

,. 
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This speech builds on several others which exploin in more detail how 
we have been thinking about Big Emerging Markets. These include: 

. 	 . 
o 	 . The Big Emerging Markets: Changing American Interests. in the 

Global Economy (January 20, 1994) 

o 	 . The Journey of a Thousand Miles: America ~s First Steps on the 
Road 10 the Pacific Century (March 3, 1994) 

o 	 A Defining Moment for the Western Hemisphere: Reform, 
Integration, and the Sociol Agenda ' (March 25. 1994) 

o 	 The United States and Brazil: Partners in Change (March 29, 
1994) 

. 
o 	 The U.S. and Chill4 at a Crossroads (April 11. 1994) 

o 	 Forging a Deeper Commercial RelotiClnship between the United 
Stutes and ArgentiM (September 13. 1994) 

o 	 Trade and Foreign Policy: Reflections on Economic Diplomacy 
(September 13. 1994) 

o 	 After the Urugwzy Round: Competing to Win in the Global 
Marketploce (January 9. 1995) 

o ' InIIiIl and the United Stutes: Ending The Era of Missed 
Opportunities (January 12, 1995) . . . 	 . 

. 
In addition, the Administration issued a report to Congress on the 

NatiiJnal Export Strategy, on October 5, 1994, which discusses Big Emerging 
Markets in some detail. 

All are available from the bffice of Public Affairs, laternatiomll Trade 
Administration, DepQrlment of Commerce, telephane (202) 482-3809, fax 
(202) 	482-5819• 

.. , 



SUmmary 

Since its early days the Climon Administration has been analyzing 
America '$ longer-term imerests in the world economy, One major conclusion: 
'over the next two decodes, the markets thot hold the grealest potential for 
dramatic increases in U,S. exports are not our troditionaltroding partners in 
Europe and Japan. which now account for the overwhelming bulk of our trode, 
Rather, the greatest commercial opportunities are to be found in ten Big 
Emerging Markets (BEMs): the Chinese Economic Area (including China, 
Taiwan, and Hong Kong), India, Indonesia, South Korea, South Africa, 
Polarid, Turkey, Mexico, Brazil arid Argentina. ' 

Thes" ten could account for the same value of exports as either Japan or 
Europe by Ihe erid of this decode, By 2010, they are likely to exceed our 
exports to QQ1fl 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 amtudes in Washington toward export 
promotion; activities of key departments arid cabinet officers; the growing links 
between government and bUsiness strategies; the development of country 
strategies for each BEM; the focus on Big Emerging Sectors; the creation of 
bilateral forums to promote long-rum' commercial cooperation; the ' 
establishment of commercial centers within the BEMs to promote U.S. exparts; 
the effort 10 win projects jar 'American firms in the BEMs; the development of a 
globa/morketing network to help U,S, firms in the BEMs; the estlJblishment of 
a strategy center in Washington; and the relationship between global initiatives 
and the BEMs,. , 


'. . . ,

In light oj recent economic problems in countries like Mexico, Turkey, 

arid China, this presentation also discusses how we think about the rocky , 
trajectory of many of the BEMs over ihe next decode or so, and why we believe 
rhot an intense focus on deepening Our ties with these countries should remoin 
one of our highesr national priorities. - , 

Finally, the point is underscored thot pursuit of U,S. commercial interests 
in the BEMs is only one part of a brooder foreign policy strategy thot must also 
take 'into account such critical issues as human rights and non-proliferation. 
But as the tWentieih century ends, We will need to integrate our commercial 
interests' into our foreign policy as never biifore, 'The Big Emerging Markets 
enormously promijing, often volatile, arid always cholle~ging -- will be a 
critical testing ground, ' 





At the outset of the Clinton A~ministration, we set out to identify those 
markets iliat offered the most opportunitY, for U.S. export growrh in the decades 

. ahead: What we found was thar 9ur traditional rrading partners, while still 
important. were being overtaken by a small group of very large. dynamic 
markets. many of which were unfamiliar to many American businesspeople and 
policymakers. We called these markets the "Big Emerging Markers"; we 
picked ten of special importance to us; ·and we intensivelyJocused our efforts 
on increasing U.S. marketshare in each of them. . 

. This effort has led to high-profile missions by ~ecretary Brown to 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.S. firms trying to 
enter these markets ,- a strategy based on doing real deals with real. tangible . 
positive consequ~nces in the U.S. economy -- our Big Emerging Markets 
initiative has led to tens of billions of dollars in transactions in which the U.S. 
government iuis played· an important roleasbuslne,ss' 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 bringing 
these strategies to fruition. country-by-country. 

in the past several weeks, a number of these marKets have figured 

prominently in the press. Mexico' has uildergone a serious financial crisis. 

Brazil and Argentirul. caught in Mexico's wake. have been faced with the. 


·consequences of me so-called 'Tequila Effect.' China' has been embroiled in a 
variety of trade and human rigbtS disputes with the United StlItes, 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 ofindian reform. 
While there have been·many other positive stories as well, .these have been, 
overslladowed by the more troublesome news .. As a result, in recent days I 
have been asked with, increasing' frequency, "Are you still committed to this 
fOCus on Big Emerging Markets? Are you having second thoughts?" 

Iri the' next half hour I'd like to explain wby we are more conimitted 
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 

I 
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. them. and why they are so important Then I will focus .on the major elements· 
of our Big Emerging Market strategy, Finally, I'd like to'point OUt some of the. 
broader policy challenges that we will be facing in implementing this strategy, . . 	 ", . 

, 

A RESPONSE TO RECENT l£EADLINES 

Before I get into the heart of my presentation, however. I feel it is 
important to address th~ developmenrs 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 lead io 'the conclusion that proSpecrs of the BEMs, are beller 
ioday than they have been at any time in our lifetimes and that persevering with 
our strategy:is critical, ' 

, Compare for a moment where the Big Emerging Markets are today 
" versus wliere they were just a few yearsago: 

• 	 , Two years ago Mexico was oot part of NAFT A, the most promising 
trading arena anywhere. Indeed, the prospect of a NAFT A defeat was .., 	 ." . 
real, Today, Mexico is nOlonly part of NAFTA, but the Mexican 

,governmeiu has responded to the crisis OOt with mar.ke! closing and an 
'end to reforms as it might have in irs pre-NAFT A days, but with more 

openness, with more accelerated reforms' and with a commitment to 
greater fiscal restraint. There is no question in our. minds that Mexico 
will surmount its current problems ,and emerge as an. exceptionally strong 
bet fl>t the future. 

• 	 Just a few years ago, Brazil faced inflation of over 2000 percent a year, 
Its President w'as indicted for eorruption and there were questions about 
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 
President on a platform of fulther reform. . 

, 	 . 
. 

• 	 Argentina, while the beneficiary ,of a successful reform program itself 
two years ago, had questions about its future, With Brazil faltering, ,the 
Mereosur regional trading area -- comprising a good deal of the ' 
soutlierncone 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 functioning customs union with a market 
wonh S I trillion anchored by a recovering Brazil. 

• . 'As recently' as 1993, China was locked in an 'annual struggle with the 
u.S. over the'renewal of MFN. Today, that is behindus. And.the 
process of reform has come' funher in the past two years; even if it. has. 
nof gone as far as we might have hoped . 

• - Two years ago Indonesia·was.hardly on.the radar screen of most 
·invest.ors. The Jakarta summit,' which took place 'last November, not 
only put the country solidly on tl).e world's geoeconontic map, but it . 
instituf.ionalized the government's commitment to economic reform. 
Moreover, the growing strength of the trade group know as ASEAN - of 
which Indonesia isa key member - now bolsters Indonesia's prosperity 
more ilian ever Defore:" . ". . . 

. 	 . 
• 	 India was embroiled in a debate over· the future of GATT and reforms 

· 	were just beginning. Tile stock market had been recently rocked by 
scandal and distrust of foreign firms was still prevalent. Today, GATT 
has been ratified, a new' textile agreement with the U.S. signed; reforms 
in phamaceutical. telecom·and financial services are coming on stream. 
and our recent trade mission and our new U.S.-Indian Commercial 
Alliance were warntly embraced by a country that luis now committed,. 

itself to the future as pan of the global market. 


• 	 Poland was buffeted by the politiCal.uncertai!1fY that. comes !rom 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 continuing market reforms 
and integratioll iIi the global system. 

. • 	 In South Africa. there. had been no elections, violence was possible, even 
likely. There had been no constirution drafted or ratified. no Nelson 
Mandela elevated from prisoner to president. Two years later. the nation 
has rumed its attention ro reconciliation and rebuilding, Africa's last' best 

· hope still alive. . 	 . . 
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I don't have to describe the changes in every 'market. ' 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 ackriowledged'that they are the 
handmaidens of rapid change, Clearly, we believe that our interest is not' 

,premature, In fact, in some cases where other countries have gotten a head 
srart on us in compeling for infrastructure and other big deals', we're way 

,behind, We also don't believe that the growth we are,discussing is anything 
like a temporary phenomenon; ,or even a: "spurt"' of any sort. China, to take 
one example, has grown al an average of silt percent a year for the pasl 30 
years, in good times and bad, communism or'market socialism, .cultural ' 
revolution 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 years it has historically 
always been the world's largest economy, II is 'now poised to resume thai 
position, Pointing to longer- term trends, I can make parallel arguments about 
most of the other BEMs, ' 

We'think it is notnniy responsible 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 opportunity, But we are not advocating a 
speculator'S approach he're. We are pursuing.this strategy because of , 
irrefutable market fundamentals. Large economies that have by and large 

, , adopted sensible practices and are in the process qf adopting more reforms 
every year, Significant natural resources, Economies that are part of vibrant, , 
regional economic picmres. Ecoriomies that are committing themselves to 
entering the global economy, that are plugging in to the global markets in a 
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 global leaders 
in the' next century: , , .. 

!. 
History supports our approach, There have heen markets like thi~ in the 

past. We are sining 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 investment. We ~ere the country that 
demanded capital for great 'infrastrucrure projects like the trans-continental 
railway, the canals that linked the Great Lakes to the urban centers and . 
transportation sysrems of the east and midwest, relegraph networks, roads and' 
at the century's close power grids and then early in this ceorury, highways. 

It is the most inspiring economic story in the history of the world. But, 
let's not forget that pan of that story was the American Civil War. Part of the 
story was our battles with the Native Americans from whom we wrested gr~at 
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 narural disasters. Those didn't stop in the last cenrury either. 
But. with each additional year of growth, with each crises and evenrual 
solutions, we grew sounder in our approaches and ultimately became. 'country 
whose currency was the world's reserve currency that set the standard for 
investor confidence. 

. .. 
. . We don't predict that Chinese Renminbi or Brazilian Reals. will be the 

reserve currency for the planet. In fact, I've learned to leave commentary on 
currencies to my colleagues at the Treasury Department. However, the 
parallels Wi1h 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 rnrbulence. But we inust also learn not to panic or give up 
hope too quicldy. 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 enier these markets. Indeed, we would invest 
nowhere but our own matresses if we did not accept some degree of risk. Ani! .
here the potential rewards 'are so absohirely clear. 

To conclude my opening point concerning 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 crisis Of China's MFN or the. 
·Summit of the Americas or APEC or Brazilian economic reform or South 
African elections make the front pages wbere once. there were only stOries of 
Europe, Japan and the Cold War. Or you may look to the straregic plans of 
business, a better place. to look given our purposes, and you will see it is the 
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BEMs that are the,oattlegrounds of tomorrow's competition for company after 
company. large and small, American, Japanese, European or even those from " 

,the emerging markets themselves. 

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 through deeper commercial . 
engagement .. has not changed one iota: ' 

, ~ To those who say that there have been setbacks, we say "Of course. ' 
that's why the markets arecaJled emerging, Our goal is to help them emerge." 

To those Who ask whether our policies will change. we say" Of course, 

we may' alter some of tb~ details of our approach in response to changing' . 

circumstances, But this should not be c<lnfused with altering our fundamental 

'goal - which is deeper and broader ties with the BEMs. ' ' 


THE §lG EMERGING MARKETS 

As! said at the outset, ,during 'the 'frrst year of the Clinton 
, , 

., Administration, we coilducted a good deal of analysis to 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 ,a 
rational enough question., I suppose, ,But I know from my' experience in three ' 

, previous adntinistrations thai ~uch stra,tegic issues are rarely posed in the , 
international economic arellll. let alone answered. Well. in this instance we 
broke with, tradition. We put. an enormous amoun,t of effort into looking over 
the inunediate horizon. and we came up with some interesting conclusions. 

, ' 

, .., 

We concluded. for example. that the markets in EUfQpe 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' qptimism 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 ,partiCUlarly dyllllmic core group. which we called ""I:he 
Big Emerging Markets." or "BEMs. ~ . " ' , 
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Who Are The BEMs? 
These are the BEMs: In Asia -- the Chinese Economic Area (which 

includes China, Hong Kong, and Taiwan), South Korea, Indonesia, and India; 
· in Africa :- South Afr'ica; in Central Europe -- Poland and T,urkey;and in Latin 
· America -- Mexico, Brazil, and Argentina. (See Chart #1) . 

Our calculations indicate that by the turn of this century -- less'than six 
,ears away ,,- the ten BEMs as' a group will be importing more than either 
Japan Of·the European Union import from'us. By the year 2010, their imports 
,could well exceedthose froIll !mlh Japan and Europe combined, In fae!, during 
the period 1990 - 2010, the BEMs could account for $1 trillion in incremental ' 
U,S. exports. That is tl)e prize - the focus ofour efforts, 

. OUf exports to the BEMs totaled $106 billion . in 1992, approximately a ,.
quarter of our exports. But while the ra~o of Big Emerging Market GDP to' 

,the Industrialized World's GDP is 1 to 4 today, it will be I to 2 in less dian 20 
years. ' We expect that BEMs will more than double their share of world, 
imports: as well, rising to'nearly 21 percent by 2010. No other category of 
market shows such dramatic growth potential. (See Chart n and #3). ' 

We certainly understand the limitations of long-term economic 
projections, and also the pOssibility that econontic policies in certain BEMs 
could fail. Our outlook, ill faCt. is based on some critical assUmptions such as. 
the belief that world !rad.e will remain open and increase, and that policy 
reforms initiated in the BEMs will continue. The BEMs lis! is, therefore, 
always seen as'one which could evolve depending on trends. If the Russian 
economy really 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 "gr3duatli: havingcornpleted their 
emergence intu the ranks of the world's developed nations. By the same token, 
it is also possible that a country that endured a prolonged, sethack might be .' 
taken off of the list. A little later on I,will talk about wby I say a "prolonged" . 
setback, but suffice. it to say that this is a long-term strategy and we expect that 
all of these markets will undergo the volatility that is' endemic' to all emerging 
nations. 

, , 

At 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 ~nd53 percentoi its population. TwoAsi~n 
BEMs -- China and India -, account for 40 percent of the world's population. 


'In Africa, one BEM -- South Africa -- accounts for 45 percent of the emire 

continent's GDP, Poland is Europe's fastest growing major economy, ' 

Indonesia is the world's fourth most populous nation. The distinctions are 

clear. 


And look at where so much high priority Administration effort, has heen 
aimed 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 a, new democracy; Indonesia and the 

, summit of Asian heads of state last November; and the Surrimit of the Americas 
in Miami, last December in which Mexico, Brazil'~ Argentina were the 
central players.' ' 

In'this sense, the BEM category is illustrative of a certain kind of market, 
They have large territories, They have big populations with· massive future 
demands for infrastrUcture, like auto,parts and telecommunications, and for 
consumer goods, like computers and washing machines, 'They are countries 
which have undertaken significant economic policies that have already, , 
contributed to faster growth and expanding trade and investment with the rest of 

, the world. They all aspire [0 be .!echnological leaders. They are countries 
whose ..;onomie growth would have enormous spillover in their respective 
geographical regions, They all have significant political influence in their 
backyards and beyond. They all have excellent long-term. prospects: 

•Washington didn't discover the BEMs, of course, They have heen . , 
. 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 artention they deserve - not as foreign policy 

problems, which they have ,often been perceived as being, but as major and 

essential opportunities to work together in the future .. 


• 
RoItfor U. S. Govtmmelll . 

. Because of the changing nature of these markets, there is an important 
role for our' Government to play in helping [0 stimulate OUf trade with each of 
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them, The BEMs are unlike our more traditional trading partners. such as 
Great Britain or Germany, There are frequently severe barriers to entering' 
these markets. including high tariffs. quotas. and protectionist regulatory , 
barriers, Commercial systems. including full respect for imelleemaJ properry 
rights, smoothly functioning capital markets. national trearment for foreign 
investors and open government procurement procedures 'are,either' still 
developing or lacking. ,In some of the BEMs, impartial legal systems are 
r;nis'sing, too. ' ' . . 

, . 

In these markets. therefore, we can and should help American businesses 
in avariety of ways -- from securing market access, to providing financing, and 

'to supporting U.S, companies seeking to win major projects on deals in which 
foreign governments play an important decision-making role: 1 ,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, modem capitalist 
systems. The approach must not be patroni%ing, 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, Government can really 
play' a meaningful 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 in a 
public-private partnership. The'fact is, if we waru to succeed in these vitally 
important markets, it is critical that the U.S, Government forge a new kind of 
active partnershlp with our businesses seeking enttanceinto' these'."markets of 
,tomorrow. n 

•
'" It is, of course, much easier to proclaim a new policy than it is to 


impleme'nt it.. In the several monlbs that the Administration has "focused on the 

HEMs" however. a good deal has already been accomplished, 


.l See, in par';:icular, "Competing To Win In The Global 
Marketplace, II presentation to the Council on Fo:::-eign Relations; 
.New York,' New York,'

' 
January'

, 
9, :"995. 

, 
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ELEVATING THE IMPORTANCE OF EXPORTS 

Perhaps th~ most imponant 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 


. Adminisrration fully described on October 5 with the rl:lease of the second' 
annual report on our "National Export Strategy," The evidence can be. seen in 
the significant deregulation of export controls in areas such as 
telecorrununications and computers; in the expansion of trade financing facilities 
to meet fierce foreign competition; in the aggressive support the Administration' 
has given to U.S. firms bidding on big projects in countries such as Chi'na, 
Brazil. and Saudi Arabia; and in the establishment of several major export 
assistance centers around the Uniied 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 additional U.S. jobs. (Chart #4) 

A focus on the Big Em~rging Markets is it crucial and pervasive part of ..
. this export push: It'is not a substitute for continued efforts to open markets and 

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

• 

But a Big Emerging Market strategy deserves special emphasis and 

requires an extraordinary effort, because it represents a radical departure from 

traditional policies and beCause it is oriented way beyond the usual government 

policy 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. 

PRESIDENTIAL AND CABINET-LEVEL ATTENTION 

The Big Emerging Markets concept 'has been underlined by President 

Clinton, in various public statements. It has been discussed in several cabinet

level gatherings and it has been endorsed by 19 agencies, the National 

Economic Council and the National Security Council in the cabinet-level Trade 

Pri;linotion Coordinating Committee, It is driving the future orientation of not 


\ "" 
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only the Depanment of COnlmerce's trade apparatus, but also many of its 
international technology programs. The Expon-Impon Bank is orienting !l)any 
of ils programs lowards the BEMs. So is the Overseas Private Investment 
Corporation (OPIC), which insures U,S. inveslOrs against political risk. 

In addition; the foreign itineraries of the ClinlOn cabinet and subcabinet 
show increasing emphasis on the BEMs. Secretary of State Christopher could 
have been expected [0 visit most of these countries anyway. BUI 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 to 
India and China. Poland, Indonesia, India, and South Korea will have all been 
on a well-worn path, Ken Brody, Chairman of Ex-1m, likes to say that his' 
itineraries follow the BEMs. Ruth Harkin, President of OPIC, has travelled 
widely 10 them, too. , 

LINKING STRATEGY TO BUSINESS AND THE BROADER PUBLIC ' 

OUUw« willi /Jusiness 
. Beyond high-level discussions and travel, the Administration has begun 

an extensive dialogue with groups outside the government. Since last winter, 
Secretary Brown has asked groups of CEOs from a wide range of industries to 

. attend seven separate conferences with him, and other top Administralion . 

officials 10 discuss issues related to the BEMs. On these occasions, U.S. 

officials are listening more than talking. We are hearing about how U.S. firms 

have been approaching the new markets, the problemS and the,opponunilies 

they see. the help they warit from the U,S, Government, and where theY would 


. just as soon see government simply get out of the way. . 

Publi£JJjs,ussWns . , 
This summer we began a series of meetings with business groups aroun4 

the counrry, New Expon 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 
lasl year, Commerce officials have led discussions in thirteen additional cities, 
from Los Angeles to Atlanta: and from Miimeapolis 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 

. , 



. , 


12 


will soon inaugurate a BEMs flash fax and information service designed to give 
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 a "White Paper~ going into greater depth on these ,
markets than 'ever before. . ' . . . .. . 

The Administration's efforts to reach beyond the Beltway are just 
beginning. There is, however, a need to do much mor"with small- and 
medium-sized bUsinesses, and with Labor. It will take years to build up a . 
mindset that we, as a country, need an export strategy that looks beyond the 
next year or the next election cycle. And we must do more than cultiv~te a 

'mindsel. We must put in place the programs we, need to get the, results· 
America deserves. . 

PjWt PrrJjects 
Time. lack of adequately trained people. and severe budgetary limitations 

make it impossible to 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 i~tention is,to transfer whai works 
from one country to another with appropriate mndifications for individual 
circumstances. ' 

CQUNTRY STRATEGIES AND CQUNTRY TEAMS . 

. For decades. agencies of the Executive Bninch have been notorious for 
pursuing many different commercial approaches to, a particular co.untry with' . 
little or no coordination. Every Administration h3s tried to fix the pro.blem 
without J11uch luck. In o.ur· case, however. we are m,aking significant pro.g'ress. 
Indeed, a successful REM strategy requires fuUy coordinated expert strategies 
to.ward the ten co.untries. , . ", . 

E%am.PIe: Memo .. 
Mexico, has been our fastesl growing majo.r exPort market: There are 

. problemS right now. to, be sure. but we are eptimistic that they will be . 
overcome quickly, and that past growth patterns will beresumed.' 
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Our approach toward Mexico predates the establishrnel!t of the BEMs 
strategy. but it is .nevertheless highly significant in tlie overall BEMs context. 
Much of what we 'do is driven by one effort to implement NAFT A and to make 
it a success •. which it has assuredly, become. as recent statistics' show, 

. Our links with Mexico are becoming so broad and so deep that it is hard 
to know where to begin in describing them. From cooperation on trade ,to ' , . 
cooperation on finance. from deeper integration in the corporate sector to 
integration of transportation systems. from the growth of joint secretariats to 

. manage problems to .continuous meetings of our top officials - the ties between 
our two countries ar~ moving in the right direction. for sure,' , 

Regarding exports. the Administration began a program on the heels of 
the 1"AFTA agreement'called 'ExpOrt Mexico," This has become a highly 
'successful effort to reach small- and medium-sized businesses around the United 
States, to make them aware of ~~w opportunities south of the border, and to 
provide techitical assistance for the act of e~porting itself, We' have reached 
tens of thousands of firms, and will reach many more this year. . 

, We have also mounted a major effort to assist with iilfrastructure 

development at the border. Projects have been identified. and financing is 

being mobilized .. There is much more to do. but efforts are intensifying ,now. 

In f~t, .we have recently revitalized a task force composed of agencies 

throughout the government to look afresh at a broad range of new initiatives 

and programs to further deepen our lies with OUf soudiern neighbor. . 


, '. 

Indonesia is another pilot project. We selected it because it hol9s 
. enormous importance to' us in the most dynamic region of the world. and since. 
virtually every one of our export promotion programs are operating In this 
country already. . . 

We began with a far·reaching interagency study of U.S. commercial 
interests in Indonesia through !be year 2000. The analysis examined how 
American finns had been doing over the last decade; it evaluated the efforrs of.' 
U ,S, agencies in'working with them; and it took stock of how foreign 
competition had been performing, We noticed, for example. that although we 
.' . ." 



" 
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had large E~:im. OPIC; ana other programs in Indonesia. they were not well 
coordinated: Moreover. despite the amount of resources we were pouring into 
Indonesia: we were still losing market share to Japan. Europe. and several other 
Asian countries, ' 

I . ' " 

The study zeroed in on those sectors and projects that held,the most 
. promise for U,S. firms. relating them as best as possible to the,potential 

benefits 10 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 i'n'lndonesia. Consultations were held with 
Indonesian Governinent officials and local business leaders to see, how they . 
perceived the U.S. effort.- An interagency task force was' then reconvened to 
formulate a strategic plan. 

A senior Deputy Assistant Secretary in the,Depanment of Commerce -- a 
significant upgrade from the usual.country desk officer ,- was appointed to ~ 

. the day-to-day point 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 cross-cutting issues sucb as intellectual. 
property righ~ and human fights, ' , , 

.The strategy is now unfolding, A commercial center has been opened in 
JakArta: A program of matchmaker business missions 10 Indonesia and ASEAN 

, is underway. It will take time 10 evaluate.. But we are'going 10 roll Out similar 
efforts for Argentina, China. India, and other countries in the months ltbeact, 

Big qt;estions remain, of course. It will be important 10 me~sure the 
success of what we do, but concrete results stemming directly from:Governmimt 
action' will oot be' easy to 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 scrutiny, however. we wUt bave 10 tind a 
'credible way to assess performance. ,. , 

BIG EMERGING SECTORS 

Part of everj country strategy.is a focus on selected industries where 
·U,S. exports have particularly good prospects',.In our in-depth studies on 


http:prospects',.In
http:strategy.is
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Indonesia. China. Argentina. and Brazil. and from additional research. we have 
formulated a vision 'of the areas w,here the BEMs imports are likely to be 
greatest. ' . 

, Several clusters of industries are high on the list. They include: 

• Information technology, including telecommunications. computers. 
and software; , . " , 

•• 	 Environmental technology. including pollution control equipment 
and consulting services; 

• 	 The transportation industry, including aviation:.automOlive trade: 
and the services aOd equipmerit needed to build modem niil systems 
and airportS; . ' 

Energy 	technology. especially for the soaring demand for electric • 	 . .. 
power; 	 , . 

Health care technology. including advanced medical equipment. ' 
pharmaceutical. biotechnology •. and hospital management serviCes; . . 	 . . 

• Financial services, including banking. 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 
bf:' added to the initial list. But it is crucially important to have astarting point 
and'a focus to our efforts - and I'm bappy to say,that we do. (Chart 115) 

A sectoral strategy is not an "industrial policy." It does not involve 
subsidies. It does not rest on a notion of picking winners, and losers. but rather 
it supports those industries wllere we know markets abroad are expand.ing, 
wllere the' U ,S.' is already doing well. and wllere it could do mucb better with 
additionaL U.S. Governmelli help. It is driven by a careful assessment ,of 
market potential 'in eacb· of the BEMs and shaped further by oUr, estimation as 
to 'Yhere our greatest comparative advantages' lie. (Fora 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.) : 


Examllle; Enyironmemai TecMolw 
Take. for example, the case of environmental technology in Mexico.' 

Having identified the sales of environmental technology and services as a 

high prioriry. the Administration sent a mission to meet with federal. state. and 

municipal officials in Mexico, as well as with trade associations and companies 

in the Mexican marlcet. A U.S, Department of Commerce-Mexican Ministry of 

Trade and Industrial Development Comminee was established to help Mexko 

meet environmental standards and to promote sales of U.S. environmental ' 

projects. TIle U,S, Goverrunent added an envirorunental specialist to the 

Embassy staff in Mexico Ciry. The Envirorunental ProteCtion Agency ., 


, committed funds to train envirorunental inspectors in Mexico. ,Ex-1m began to 
provide financing for U.S. finnsparticipating in envirorunental projects,' 

'. including municipal waste-water treatment. OPIC issued loan guarantees to 
capitalize on a Global Environmental Emerging Markets Fund. The'Clinton 
Administration created a new senior position -- Depury Assistant Secretary for 
Environmental Technologies and appointed to it a woman who had t>een our 
government's first-ever environmental attache, Her first posting in that 

. groundbieaking job was Mexico and her experienCe has been broughi directly to 
bear in the Mexican marker as a pan 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..:ourt 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 all changing 

rapidly, and 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. Gennan. ' 

British, and Japanese competitors. all of whom have had such focused strategies 

for years., ' ' , 


BILATERAL CQMMERCW" DIALOGUES 

It is important to remem~r that the BEMs are up-and-cOming markets 

that are trying to modernize their commercial infrastructures very rapidly. No 

two' are in an identical situation. but many l,ll!ed to ,strenilthen their systems for . 

\ 



' 

17 

, , 

protecting intellectual property rights and administering commercial law; many 
, need to make progress in opening their markets to foreign goods and services, ' 

I , ".

, both for imports and for ,foreign investment; and many need to build up a bener 
regulatory framework for such industries as telecommunications and finance,

.' . . . . 

. ' While the IMF, the World Bank and other international institutions can 
provi~e assistance in these areas: stronger bilateral links between Washington 
and each of the BEMs are criticaL America has a wealth of technical expertise' 
and policy experience to impart, , Moreover, we have a strong interest in the 
coinmercial 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 ntilirary exchanges and training programs. 
J'iow, and iIi the future, the most important links will not be men in uniform 
carrying weapons. but men and women in blue suits carrying laptops, 

, We have, therefore. set up special commercial forums with several of the 
BEMs under which a broad range of common concerns can 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 Mutual Growth. 
Whatever the exact structure of these entities, all have a significant role in ' 

'helping to build solid commercial institutions, but they are all structured in 
various ways with somewhat differe'fit agendas. All have a Sectoral industrial 
component -- a focus on telecommunicatiorrs, energy, financial services, etc. -
so that commercial matters relating, to the promotion of trade and investment 
have a par:ticular "real world' focus. Some have ~eavy involvement of the 
U.S. and ,foreign private sectors, ' , . 

,&lI!npiei The U.s'- ChilUl Joint COTI!1IIUsWn 211 Commme and 

IrtUk 


A good example of sucb a fonim is the U.S,-China Joint Comntission9n; 
Commerce and Trade aCCT), ' 

Last April, Cbina Trade Minister Wu Yi brought a government-wide 

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

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


',were established to operate in parallel. One discusses generic commercial 


,,' 
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issues, such as intellectual property rights and mark:i:t access; Another focuses 

on 'tariffs; trade" and investment in particular sectors like telecommunicationS 

and energy, A third looks at the development of commercial Jaw in China, 

The activity consists of defining problems; identifying ways to resolve them, 

and preparing of rcpons and recommendations for senior officials within the 


'two Governments" ' ' 

The JCCT gives Washington and B'eijing an important venue' outside the 

glare of heated trade negotiations to identify problems, and to seek long-term 

remedies, It serves as a mechanism to build Slronger relationsrups between the 

two Governments. It. provides an opportunity for the United States to offer 

technical assistance -, in s!,ch areas as bUilding a framework fnr intellectual , 

property rights. upgrading enviro.nmental standards, o.r instituting a system nf ' 

export controls cn sensitive technology .,' in II; way that is mutuAlly agreeable by 

both sides. 


In August. Secretary Brown travelled to Beijing to further the dialogue. 
He brought with him 24 CEO's and a senior intergovernmental delegaticn. 
During his visit a wide range of agreements were signed specifying formal 
wcrk programs, upComing events, and goals for the JCCT. In 1995 we are 
planning fer clcse to ,40 fo.llo.w up events.- meetings. missions, etc, . -- to. make , 
the JCCT.a productive fo.rum.' , 

Exal1l[Jle: U. So • Indk!,,, Commer~jal Al1iDnce 
, , ". , ". 

During his trip to. India. January 14-20. Secretary Brown and his Indian 

ccunterpm established the U.S, - Indian Ccmmef\iial Alliance. The ,idea was 

to facilitate more trade and inVestment between the two ccuntries by' prcmo.ting 

·closer ties between the two business sectors, . Tbe core o.f the Alliance is a . 
board of directo.rs composed cf the Secretaries of Ccmmerce cf both ceuntries 
and representatives from'each nation's private sector, The Alliance itself will 
focus cn business development in several secto.rs. beginning with energy, 
teleco.mmunicaticns,' transportatio.n;, and agribusiness, There will be trade 

. missicns, conferences. and discussions dealing with such policy impediments as 
insufficient prctection of intelleCtual property rights in India. 

http:secto.rs
http:directo.rs
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In the case of India. we are also revitalizing the V.SAndia Commission 
or economic policy, a government-to-governme(ll forum, ,devoted only to trade 
and investment.policy issues. , 

lmpgrtance I1.f Technqiolicai CQPJ!ef'llliqa' .. . 
" As we think about the evolution of our commercial relationships with the 

BEMs, it becomes clear that the techpological componeni looms increasingly 
large. Almost all of the BEMs see themselves as becoming technological 
leaders in'their regions, and all'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 neit 5 years. [n China, India, Brazil, South Africa, and 
South Korea the teChnological infrastructure is rapidly developing. A host of 
importarit issues are raised for the United States:' How to iniegrate technology 
into the trade discussions? How to foster'the kind of economic development in 
the BEMs,that comes with the' availability of advanced technology While not, 

; giving away our commercial advantages -- ail against the backdrop of fierce 
commercial competition on the pan of-I:rance, Germany, Japan and others who, 
will be supplying similar technology? And, of course, how to control the 
transfer and sale of civilian high-tecluiology that also haS military applications? 
We are plarining to integrate technological communications into all of our 
commercial discussions, but the approach will vary by country, of course. 

,EmufMlis 91! Trainiai Prprrams ' 
In all of our commercial 'effortS, we have become aware that commercial 

policy means much more than trade, exportS or financing: One of the m,ajor 
, co~(raints faced. by many of the BEMs is the lack of trained people to manage 

modern enterpriSes, public or private. We believe' that the United States has a ' 
, lot to' offedn this regard, both through our government and our private sector, 

, '. 

Last September in Shanghai, SecretarY Brown announced some pilot 
effortS that we, will be making to provide training 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 encouragement 
U.S: private s~ctor 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. Duri!l8 my recent trip to India ~imilar . 
discussions,took place. The same is true of Secretary Brown's trip 10 India 

, , 

, , 
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, during which we had a serie~ of discussions, focusing on techn~logy in 

Bangalore .- India's Silicon Valley, ' 
, 

We also want to take advantage of the phenomenal technology that the 
United States' now posses~es for impaning information -- technology 'that is 
nowhere so advanced as it is here, Our corporate sector has all inanner of 
training programs that 'can be beamed around the world via satellite, for 
example. We'are in a position to 'have a global classroom for a global market. . 
Why shouldn'twe try? ' ' 

I might lI!1d that the concept of expanded training, while providing many 

'benefits to, China, is not a purely altruistic venNre by any meanS. Managers 


, 	and techirlcians trained by Americans are surely apt to be inclimid to buy" ' 
American goods and serVices, In addition, one of the major problenis.for U.S .. 
firms in China is lack: of Chinese perso~el who have the requisite skills for 
modern-day work. ' 

It would be misleading to say that we have all the answers - or even 
many of them .- to this complicated issue. But this much we do know: in the 
1950s, '60s, arid '70s, a good deal of our ties with key developing nations . 
revolved around military ,training and exchanges. Now, and in the'twenty-fi,rst, 
cenNry, the rules will be different. And just as our armed services brought 
more than military training, so will the links brought about by people-te-people ' , 

. contact in the commercial areas carrY with them much broader benefits 'to both 
sides. . 	 . . . 

, . COMMEItCIAL CENTERS 

In all the BEMs, we hope to create special commercial ceruers outside the 
. American EmbaSsies. The' idea is to elevate the commercial objectives of our 


foreign policy by enhancing U.S. mide promotion facilities and by making them 

more accessible.ro AmeriCan and foreign busi,ness people. 


Exgmpie: Sag Pauig. 8m;j/·, . , 
The prototype is the 'new facility in Sao Paulo, Brazil, which was opened 

'this past summer. Located in the central commercial district, this four-story 
building makes available to business people from America and Brazil a' 
c~rnpreh:\1Sive commercial library with the latest computerized databases on the 

http:accessible.ro
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tWo countries, It houses the Commerce Department's Foreign Commercial 
'~ervice, and provides one-stop export,advising services, One' floor is reserved 
for the emibition of American products, There is an auditorium with 

, simultaneous translation capability for' company presentations. It is our hope 
that the cemer will become ,a magnet for more American trade fairs 'and 
missions anq for U,S. business people needing help ,in penetrating the Brazilian' 

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

.l!1k1lrra., Shgng/y;U " , 
It's a long way from having to enter an embassy or consulate and pass by 

Marine Corps guards in order to get business help, [n November, we opened 
another commercial and information center in Jakana, We recemly announced 
planS for a center in Shanghai. Down the road, we are plillining similar 
facilities for India, 

, FINANCING AN!! GOVERNMENT SUPPORT FOR i.J,~, fiBMS 

, ,A major reason why the BEMs constitute such important markets for us 
, is 'that some of the world's largest infrastrUcture projects will be mounted in 
these nations, with billions of dollars of potential sales for, U,S, companies. 
The truth is, however, that in most instances the projecis are awarded by 
governments or ani'under heavy government influence, This means that the 
bidding process is highly political and that companies vying for contracts often 
receive help from'their own governments, Particularly in the area !Jf 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 ba,ve instituted a radical change 
in this policy, mounting the most consiStently aggressive effort on behalf of 
U,S, firms in memory.' ' , 

The Commerce Department has set up a special advocacy • war room" to 
track the largest projects around the world and to work closely wiib the other 
agencies -- State, Treasury, the Expon-lmport Bank. OPIC. and the Trade and 
Development Agency, to name a few. -- to marshal aU the muscle in the ' 

, Administration when it comes to winning large contracts. The new policy is 
" . ,'" 

2 See 'ucompeting To Win' In The Global Marketplace." 
"presentation to the Council on Foreig~ Relations. New York, ~ew 
York, January 9. 1995. 



what Ex-1m Chairman Ken Brody calls "aggressive defense." That is. we will 
never be the first to provide below-market-r~te finance in violation of the 

· OECD rules. but if we find other governments breaking those rules. we are 
· willing to match the financing. In addition. we are mobilizing bigh-Ievel 
Administration support for .individual projects -- via trips. phone calls: and 

other contacts berween Administration officials and their counterpans 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 rum of this cenrury, our approach is hardly surprising. What may be 

unsenling. however. is that it took us this long to realiz.e this was the way we 

had togo. 


Exgmplc; Brazil 
'In ODe recent Latin American case, which involved a $LS billion 


environmental technology project in which Raytheon was leading an American 

· consortium, Interior Secretary Babbin, 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 Banksrepped up to the. 

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

Needless. to say, the rival European' cOnsortium received at leasi 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 

to play this game after years of sitting on the sidelines. 


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

E.wmale; Ching . 
A much broader advocacy effort was recently mounted in China when. 

·Secretary Brown led a Presidential· Business Development Mission comprised of 
rwenty-four CEOs to ·Beijing. Shanghai. and Guangzhou. Secretary Brown met 
with rhe President of China, !he Premier, rwo 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

',' . 

\ 
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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 d~al more will come to fruition in the months ahead, We cenainly will be 
continuing to push, 

, "Incidentally,' no discussion about commercial ties with China sliould' 

ignore the top 'priority we accord to human rights. too. U:t me address this 

issue in a second" ' 


Example: ImlU! 
The most recent example of high-intensity advocacy is India: In mid

, January' Secretary Brown led a Presideniial Business Development Mission 
comprised of 26 CEOs to New Delhi, Bangalore and Bombay, Over $7 billion 
in transactions look place in industries' ranging from energy to transpertation 
(aircraft, autoparts) 10 health care services to the environment. 

Advoca",: flavinl to Wrn 
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 

future: During the past year alone, we estimate, for example. that the 

Administration has helped American firms win over 70 major projects 

accounting for weUover $11 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 !hey bring -- we do not want to see a trade " 

fInance war in which governments are fighting to ,see who can deplete their' . 

treasuries the fastes!. That's why we only respend to below·ntarket financing 

from others, And our hope is to show thaI il doesn't pay 10 cheat on the 

OECD rules, because everyone will pay dearly, But we will not stand by and 

watch others capture markets by subsidizing. . 


, , 

, The BEMs will be - indeed, they are already -'the battleground on 

which these tensions will be played out, ' 




, 	. 
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GLOBAL. MARKETING !'I'ETWORIi; .. 

The implementation of a BEMs strategy is conducted not just by [he' 
Washington agencies but also by 250. American men arid women. plus 700 
roreign employees of the U.S. & Foreign Commercial Service (US&FCS) 
stationed in 70. offices around ·the United States arid sixty-nine embassies 
abroad. This entire 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. arid trade missions. . . 

. The US&FCS is a crucial link for the BEMs strategy but, as in other 
areas, budgets are badly stretched. IIi China. for example. less than 10. U.S. 
professionals. working with 29 local men and women. are responsible for the 
entire country .So rew people could hardly cover adeq!'l'teiy the booming , 
southern region alone: Some 60 positions arourid the world are now unfilled 

· due to 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 technology is changing so rapidly. is alsO badly 

needed. . 


The domestic pan of the netwofic is undergoing major reorganization as 
we build a new system around some 15 Export Assistance Centers. which bring 
iogether. under one roof, ill!' the Federal export-oriented services arid, where .' 
possible. state arid local export facilities, too. It is an awesome undertaking: 

· Providing, export. promotion services is often more .difficult than many other 
. . governmental programs becaUse the global economic environment is changing 

so rapidly. 

NEW lNSIITUTIONS AT HOm 

There is also the need to rethink how we are organized in:W ashington 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; to establish a 
special center in the Department of (;;ommerce 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, arid experience'in 
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order to develop the broader and·deeper·conunercial 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 a position to help on everything from Chinese regulatory poliCies 

to good employment practices. Oui .idea is to bring into this Center peOple 
from business. academia. and other walks of life to develop new ideas and new· 
approaches to commercial engagement with China ...We hope to open this 
center in 1995. '. 

'. We have great hopes for this new facility and the long-term strategic 

approach. it signifies; which could well become the prototype for similar . 

facilities for other BEMs, . 


GWBAL IlSlTIATIVES 

.' 
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 

InfrastrUcnire (the "Information Super Highway') .. Called the Global' 

Information Infrastructure, the proposal calls for far-reaching 

teleconunimications links among naiions in the interests of expanded trade. 

investment. and social development., Several of the BEMs could be prototype 

"off ramps" of the qlobal Highway: . We are lookiilg seriously at some 

possibilities in East Asia and in Latin America. 


MORE RESOURCES FOR BEl\b 

In an era Of intense .budgetary pressure. I 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 I believe that we will see a significant shift of resources in 
their direction. 

In the Administration's National Export Strategy report, issued earlier 
this aurumn, for example,. a framework for furure Administration budgets when 
it comeS to exports was outlined. The top priority were the Big Emerging 
Markets. / . 
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In 'addition we are likely to see ~ol1}e reprogramming in'individual 

departmentS. At Commerce, for example, we 'are moving to expand our 


. Foreign Commercial sraff in the BEMs, even if it means reducing them , 
elsewhere. We aiso plan to put industry specialists in the field in'key BEMs, to 
respond to the need to enhance our exports in very competitive situations. 

Beyond money a~ people, there is the question of.'how we in this 
Administrationandthose after us use·O\ir tim~. and increase our efficiency. 
For example. we are organizing BEMs tearns' throughout Commerce's domestic 
field network to better provide. information and assistance to Americans on 
these markets, ,Commerce, the Export·hnport Bank, and OP/C, are creating , 
pilot programs for cross·training persolUlel so that the Foreign Commercial 
Service can 'adequately represent the financing agencies of the U,So government. 
outside of Washington,' . , 

, Indeed, I predict that the BEMs will become an increasing preoccupation. 
for !!II of us engaged in international affairs ... 

BIG EMERGING COMPLICATIONS 


In every one.of the Elig Emerging 'MarketS, the Administration's priority 
of expanding exportS - and creating jobs in the process..·' is complicated by a 

, . host of other issues.' . . 

. For (lne thing: we have many problems geinng 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 broader 

context of deyelopments on the peninsula concerning nuclear weapons, In 

Indonesia, there are problems regarding labor standards, In Turkey,' Poland, 

Mexico, India, Brazil and South Africa, we also have many broader foreign' 
, , , ' 

policy concerns. 

In thinking about the BEMs, moreover; we need to be conscious of the 
fact that they will not only be markets.for us, but.a1so competitors -
increaSingly fierce competitors, In our report on American competitiveness '.. 
entitled "Competing To Win In A GlobaI.Economy," released last October, we 


, , 
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, cited the in~reasing need not juSt to "benchmark" ourselves against Japan' and 
, Germany, but also to !ceep a very close eye on South Korea, Brazil, China, , 

, India and Mexico -- for starters, 

A Big Emerging Markets commercial strategy muSt be imbeddedin 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,we'ever be. Our global leadership responsibilities prevent us from being 
just a salesman, no matter what priority we assign to exports.

- , 

H"mall J!jg/!fl. , 
Let me say a special word about human rights, because they do 'loom' so 

large in our values as a nation and iil our foreign policy. 'Perhaps the best 
example of the dilemmas, we face are to be found in China, where our human 
rights goals and our ,Commercii!l goals are both ,so iinportant and receive eqUlil 
priority. ' 

Last May, President'Clinton announced that we were no longer going'to ' 
tie normalized trade starus ,wi,tIl Chirui to the human rights situation: - Instead, he 

, said. we,would pursue both simultaneously and vigorously, The, two were not 
at odds;.to the, contrary, commercial engagement furthered our human rights 
goals. ", 

. On hi,S trip toChina last month, Secretary Brown showed exactly'how ' 
such a-strategy can succeed. In meetings ,with !he top Chinese leadership, all 
scheduled [() disCuss commercial issues, Brown brought up human:righis 
questions in a, nonconfrontational way., There pra<;eeded in each case a full 
discussion of our concerns and theirs. Brown asked for, a ,resumption of the 
very important human riglits dialogue between China and the United States. 
something which had been stalled for some tline, and that we felt was very 

, necessary, During his visit, the Chinese agreed., 

, Now. tltis dialogue is not ,the entire human rights policy, of course. But 
it does ,show milt commercial engagement -has much broader ramifications. 

- . , 

Commercial engagement, 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 
, '. .' , 

, , 

http:odds;.to
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lead freer lives, because they are, for theftrst time, connected to everyone else, 
When Bechtel or OE bring electricity to millions of homes, affording light to 
read by and power to pump purified water, that helps human rights. too. ' 

I want to make these points to underscore the fact that a commercially 
'focused foreign policy 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 a 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? 

CONCLUSION 

, In terms of U.S: foreign policy, each of the Big Emerging Markets will 
, be, requiring the kind of high-level attention that we once reserve!! for France or 

Germany 01' 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 to what 
national economic policy should be all about. The Big Emerging Markets are 
central to eltports., (Chart #fi)
, . 

But at stake is even more than American joils. The overwhelming 
political issues in all the BEMs is moving up the economic ladder and spreading 
the benefits of that success among populations with rapidly riSing e~pectations .. 
American products. services, and technological know~how can help 
enormously, Whether or IlOt the BEMs can grow and prosper will detennine 
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 tumultuous century comes to a close. 

, , ' 

Thank you very much. 



• 


• 


Clwt#1 

BEM'5 AT A GU."CE 

i Total Mil iGl:lf 1 "CQU1lll:Y ! eQPullllioo dVJ:IlIi\: GO\: 
. (millions) I (square Ian) i : Ilrl!l:!lb (1993), 

Arg<rttina .33.533.256m I V66.89() j 5185 biilion !6% . 
! 8.511.965Brazil 162m ' $785 billion 5% 

Chin<se I12 billion . 19.636.980 01\'1': $809 8.3% 
Economic Area , , billion i , 

i , . 
India 920m I 3.287.590 $1.17 trillion 3.8'/0 

Indonesia 190-200m 1.919.449 i $571 billion 6.5% 
, 

Komi I ~5m 98.480 , $424 billion 6.3% 

Mexico . i 92m 1.972.550 $740 billion 0.4% 

Poland 38m 312.680 SI80A billion 4.1% 

South Africa 44m 1.219.912 SI71 billion 1.1% 

Turlcey.. 62m 780.580 , $312.4 billion 7.3% 

'. 



