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"We've arrived at a moment of very great promise and
.great hope for the Western Hemisphere, Democratic
.values are ascendant. Our economies are growing and

becoming more intertwined every day through trade

and investment. Now, we have a unique opportunity

~  to build 2 community of free nations, diverse in

-~ ~culture, but bound together by a commitment to
responsive and free government, vibrant civil societies,
open economies and rising living standards for all our

‘peopie.” |, .

Pr&sideni Bill Chinton

-

"Ar its most basic, this Summit [of the Americas] is
about parnership. Partnership among the 34
democracies of this hemisphere. Partnership between =~ .
public and private sectors. Partnerships driven by
dynamic smerging markers supporting strugguzal reform
and engaging the public and private sectors in the
ongoing pursuit of free trade.” :

: : Secretary of Commerce Ronald H. Brown



It is a real pleasure t be in Miami once again. [ arrived early this
morning from Rio for the purpose of discussing with you the themes,
impressions, and conclusions of eight days in Argentina and Brazil - eight very
special days in which I witnessed first-hand the opportunities and the very real
challenges that the United Stazes and Latin America face .at this. special moment.
in hlszory
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This was my second trip to the Southern Cone in the last ten months. In
the time between the two visits, a tremendous amount of change has occurred.
In Argentina, the constitution was modified to allow President Menem o run
for a second term. Exports accelerated, as did trade and commercial links w0 |
Brazil. In Brazil, there was an election and the institution.of a path-breaking
gconomic reform program. A gigantic customs union -- Mercosur -~ was

. formally established consisting of over 200 million consumers,,a combined

GDP of $550 billion. and over $10 billion of intraregional trade. The Summit

of the Americas, which ook place here in Miami last December, accelerated
hemispheric movement towards free trade, economic 1ntegration, and closer
cooperation on issues ranging from strengthening democracy to connecting

' telecommunications networks from Anchorage to Ezzeﬁes Aires. The brugzzay

"Round was ratified and the World Trade Orgamzzm}n came into being, ‘giving

us all the strongest institutional framework in modern history to expand global
trade. In the United States, the Republican Party gained decisive control of
Congress, intent on putting s own imprint on American poticy, U.S. interest
rates climbed steadily, drawing funds from other markets throughout the region.
And, as we all know 100 well, Mexico experienced a financiad crisis which has -
shaken private capital markets, and raised profound questions about the futare --
not just of Mexico, but of its Latin neighbors, too. '

On the other hand, a lot did not change. The philosophy of open markets

“and open political societies is still gaining strength mour Hemisphere. Trade

and investment continue to grow, pushed not just by liberalized rules but by the
inexorable drive of firms to explore ever bigger markets no maper what the
obstacles. The truly daunting challenge remains of strengthening public

administration so that the benefits of economic change encompass not just'the *

upper class, but the broader population. At the same time, as we strive for

. economic expansion, we must also find ways to ensure that growth is

environmentally sustainable.
Economic and political reform, social progress, preservation of the .
environment - these are worthy goals, of course. The difference today -- the
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difference that shouid really give us hope and remind us what a special moment
this 1s -~ is that we in this Hemisphere have a general consensus as 10 how
proceed and thus have the unprecedented chance to move forward together as
partners and co-beneficiaries,

What 1 would like to do today 15 10 explore the nature of this unusual
moment in history. I'd like to begin with a look at exactly why 1995 is so very
wnportant. Then | will reflect on the last week, a visit which started in Buenos
- Aires, went to Cordoba, then to Brasilia, Sao Paulo, and Rio. Finally, I'd like
to offer some views about the United States’ most important relationships in the
region and how they are likely to develop: the U.S. and the Big Emerging
Markess, especially those in Latin America (Mexico, Brazil, Argentina); the
" U.S. and NAFTA,; and finally, the U.S. and the Hemisphere.

It is a lot to cover, to be sure, but my message can be exp lained in three
key pomts

Egg, there has never been a better time for the U.S. to forge closer ties -
with the two countries 1 visited, Argentina and Brazi}, \Iey,er _And as we
hurtle towards the twenty-first cenmury - characterized as it will be by concerns
over jobs and opportunity for all our citizens, by brutal economic c&fz‘zpetztm
by threats to our environment, and by the dangers of nuclear proliferation -
there has never been a more important time to draw together.

Second, while the Clinton Administration is taking the Mexican crisis
with all ﬁze seriousness iz deserves we are not shaken in our strong conviction
other Big Emerging Markets is in our deepest nam}ﬁai I{Z‘Z&{&S{, If anything, we
are determined to move with more urgency and more resolve to strengthen
these relationships.

That goes for NAFTA and for our entire strategy towards the
Hemisphere. This is my third point. As a result of the Meéxican ¢ridis, many
critics of NAFTA have tried 10 rekindle a national debate in the United States -
gver our tieg (o our partner 1o the South. However, we in the Administration
stand four square behind NAFTA. We have a straiegy and a vision, and we
will pursue both with great intensity. There are those who have also begun o
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question the free trade thrust of the Summit of the, »’\merzcas But on this score,
100, we are committed to moving ahead as swiftly ‘and as forcefu}ly as we can.

x

No'w; let me explain i abit more-detail, .o : . .

TEN DAYS IN DECEMBER |

Given the developments that have taken place since my last visit to the
region, you might think that the great transforming acts of our time have
already taken place. After all, NAFTA, GATT, the Summit of the Americas.
Brazil’s elections, Argentina’s reforms, the collapse of economic systems
dominated by government, and the emergence of a'democratic, free market
consensus are all behind us. In fact, untl recently, it was fashionable 1o argue
that chzzz}ge had swept across the regzan and that it was 1rz‘eversxble

Then, as Mexico’s mark&ts were shakea in late Decamber another
refrain was heard. This one was tinged not with optimism, but with doubt.
Perhaps we have reached our Judgezzzezzzs t00 hastziy, it was said, ?erhaps
- Latin America was stiil trapped inthe c¢ycle of boom and bust that had . . .
. characterized the past several decades. Perhaps the corner had not beezz zmi

turned. If Mexico, the great example of successful reform could falter, if
Mexico needed o be bailed out of a crisis yat again, weren’ "t we szzzzp ly back

e

B,
where we siarted? : Y%

E

There it was in ten days in December, a stark contrast -~ the great
_ promxse and euphoria of the Summit and thezz the swnmnz crash of Mexzco s
financial mar'kets ;

What to think?

- " tg?@

Of course, there is no easy angwer, Vm{her event taken alone defines
this moment in our history. Rather,-we must take them together and learn from
both. How we do that will determine whether or not we have really entered a
new era, .

.' 4wmrwﬁ WW&““**W
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31 98 Can somehow ackmw!eégt et the promise offered by Hemispheric
Free Trade is as real as the threat posed by fiscal short-sightedness and over-
dependence on volatile, short-term investment, we will be on our way w© rising
. . to the challenge of this moment, If we ‘can accept that progress moves two

o
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steps forward and then one step back. in {its and starts and not smoothly
upward like a line in a chart in an over-optimistic sales presemation then oy
perhaps we will be prepared tw look beyond the moment to seize the
possibilities of the long-term.
H #

This year will be pivotal, because it will be one in which the markets
answer these questions for themseives. Thev will look 1o other countries in the
region to see whether they make the same mistakes as Mexico; whether they
move forward with reforms that open markets or whether they heed the call of
short-sighted nationalists and begin o close them’ whether they stick with
democracy even in hard times ot fall back into old patterns; whether they learn
o work together better or engage in a destructive free-for-all.  These are
questions that will be asked and answered throughout this year - in Argentina’
as President Menem campaigns for reelection; in Brazil as President Cardoso
advances his reform plan; in Mexico as it digs itself our from the aftermath of
the peso crisis.

. ~é‘®‘ * '\s'..' .
- . i w- v“wmm ‘.’v ‘-,
. : ftis poss,}ble to 1magme a situation in 1 which other problems — in Mexico

or elsewhere in the Hemisphere -- spark a new wave of selling;ofccs
‘outflows, and of liquidity crisis. But it is also possible to cezz; HEsdbra scenario
in which Mexico siowiy regains strength and the market slowl y@’egams ‘
cozzizcﬁezzae:& zn which successful Bfazzizan reforzzzs and wnimmng progress m-

the World's mc:st attractzve destinations for long-term investment.

And in a very real sense, the decisions we make in the next few weeks,

and in the next few months, wiii dezermine which course it will be.
e

The ultimate choice will m}z bt: ‘made by just a few ;%aders gathered at a
Summit. It will be made by members of Congress in Brasilia and in
Waghington, by voters in Iaizs::c; and on the Pampas, by traders everywhere,
watching the moves of governmenis- and their bankers r&‘lmugh the electzonic
windows on their desks.

Bur what we should recognize is that leaders are not without options; they
do not have to walt for the future to happen to us. By working together, we
. can move forward with the agenda of the Summit of the Americas and the



reforms that will both strengthen market performance and improve the lot of all.
our people. . ‘

But we must work together. That choice has been made for us. Because
as we open our markets to one another, each of our markets is increasingly
linked to the others. All of us compete for capital in the same global pool.
Each of our moves mcreasmgiy affects one another. We will all fail or succeed
together. -

In the final analysis, 1 am an optimist. Not by virmie of some personality
trait, but because of what | see around me, what [ hear from the hundreds of
people I mes in the last week -- government officials, business leaders,

" economists and political comimentators.

Lez me tell yf}u a little bit about the experzences [ had.

PURPOSE OF MY 'rm? T R
We went 10 Argemma azzd Brazil for severa& TEASONS:

m .- The Clinton Administration has made Argentina and Brazzi two of
our hlghe:.t pnormes within our Big Emerging Markets Strategy, and we
wanted to examine new ways for our nations to broaden and deepen our ties.

" In particular, we wanted to. meet officials of the Menem and Cardoso
Administrations to exchange views on bilateral relations, as well as on
developments in the Hemisphere -- Mexico, Mercosur, NAFTA, and the
follow-up to the Summit of the Americas.

@ We came to visit American firms who are in Argentina and Brazil
to get a first-hand view of the opportunities and challenges ag they see them,
and to see if there are ways the American government can assist them as well -
‘as American companies that are not yet here. :

L We spemt a good deal of time launching a series of new programs
to expand trade and investment between the U.S. and the two countries - with
a heavy focus on developing new links between medzurzz and small szzed firms
in the U1.8, and in the Southern Cone.
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. In addition 10 government offictals, we wamted 10 meet with "
Argentine and Brazilian businesspeople, economists, and political analysts o
exchaﬂge vzews on the changing world scene.

+ Ed
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" We came to attend a two-day meeting of all our senior commercial
officers from around Latin America -~ held in Sao Paulo this past weekend at
our new Commercial Center — 10 help invigorate and sharpen the focus of our
commercial efforts throughour the Hemisphere.

" wm  One of my colleagues was leading 3 very special trade mission to

Brazil, composed of small and medium sized U.S. companies owned by

minorities and women, and we came to meet with them as well to get first-

hand, ‘on-the-spot impressions of the business environment and opportunities as

they saw them at the conclusion of some 500 appointments around the country.,
C T acke -

® " And we came.to prepare.the way for Secretary of Commerce Ron
Brown’s visit next month. This will be his second trip to the region in the last
.. year, t00.. In.our view, his upcoming mission will be the clearest possible .
. demonstration of the importance the Administration is placing on our

refationships here.

_IMPRESSIONS FROM THE TRIP ' | T
‘ |t will take me several days to sort out the many impressions my T
colleagues and T will take i&zth us from this intensive week. But here are some
of them: ’

, L The government officials we met in Argenting and Brazil - ‘

. ministers, governors, mayors - were not only imprassive, but optimistic about

~the ability o face daunting problems. They were all precccupied with similar
1ssues: empty public purses to meet rising needs; education and training to build
a compeanve workforce; po}icies to. attract private investment. These men and
.women all reflecred a clear view that the role of the state had to be dramaticaily
cut back, and that market mechanisms and reliance on private investment were
here to stay. Their agendas were almost indistinguishable from our own, a fact
which reinforced in my own mind the commonality of our interests.

__ ® ' The business sectors »- and we met with scores of Argentine and
. Brazillan business leaders -- are even more confident abourt the future. They all

.
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believe that the economic openings of Argentina and Brazil are irreversible, that

new opportunities now await them not just in this Hemisphere, but in places as {
far away as-China and India. ;Their ir agendas are not so different from those of ;
our companies, either, incliding the need to absorb new rechnology andio -~

focate management and labor with appropriate skills for the new competitive
environmerit. .

L While there is a sense of optimism in the region, particularly n the
powerful business sectors, but also at the higher levels of government. we had-
the sense from several meetings with political commentators and from many .
interviews with journalists that public sentiment is more fragile, more nervous.
The Mexican crisis has taken its toll. Inteflectually, many people understand
the arguments as o why the. Mexican situation was umque. Deep down,
however, the reaction is less cational. "If it can happen 1o them,” one
promirent journalist told me over coffee, "why can't it happen to us?" We :
sensed the nervousness another ivay, t0o. People in Argentina said they were \
concerned about the possibilities of a crisis in Brazil which would spziiﬁey:er on

o - them. ' Several Brazilians were concerned that problems in Argezztma could-
. 1gmte a regional economic blow up.

“ g L

“ ';‘i;’; ® - TheMexican situation looms {arge on everwne s mind. It s truly
“a psychological watershed. In Argentina and Brazil, the top government
officials, as well as many business leaders, are internt on showing why their -
countries are in 4 much different situation -- and they are right (as [ will discuss
in a minute.) But the lessons to be drawn, aside from not repeating the obvious
- mistakes which Mexico made, are not 5o clear in many minds. No one is.
saying that the direction ofieconomic reform is not right, and, as I said, for ¢
some the implication is that reforms are more important than ever. But, at least o
. in some quarters -- if not in the ruling administrations then in the congresses
and the public - there may be a sense that the pace of reform-should not move
too fast, for that is what they believe happened in Mexico.

o That said, we sensed that everyone feit that there were not many
real political choices. From senior ministers to municipai leaders, from
theoretical economists to cynical journalists, everyone is conscious of the
scrutiny of financial markets. But that is not all. In Argentina, the population )
is highly sensitive to inflation, which ravaged their society until recently; they g

Bhg

will take no chances of going backward. [n Brazil, it was harder for me to pin + "‘\zﬁ‘w
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down the sources of public support for economic reform, but it seemed.to be a
! mixture of aversion to inflation, disgust with the ineffectiveness of state
* seryices, and hope for the better future which will come from a more open and

competitive society. Put it this way: in neither country is anyorne we met’
talking or thinking about changing the basic direction of .policies.

o ———

. In both countries, economuc reforms have been truly impressive, as
the Clinton Administration has acknowiedged time and again. But there 15 2
recognition, too, that there 1s much more 10 come, and that, in fact, some of
the toughest problems lay ahead. As one observer said to me, "Up 10 now we
have ‘heard the overture. The actual symphony is just starting.” In Argentina,
reforms in the banking system are essential, as is reform of labor laws. In
addition, the provinces are far behind the central government in dealing with
huge budget deficits. In Brazil, inflation has béen tamed, import impediments
have been reduced, but everything from the laws regulating state monopolies ©
needed fiscal reforms still face a lengthy legislative process. There is a sense
that 1995 is the crucial year for these changes. The new Cardoso -
Administration has a honeymoon period, after which politics will be more
difficult. In Argentina, it will be essential 10 move quickly after the May
presidential elections. Time is of the essence in both cases because the markets
will be watching carefully for any signs of backsliding..

i Throughout the past week, we became increasingly conscious of .the
importance of developing modern institutions for a sound commercial footing.
Strong laws for the pmzeczion of intellectual property rights heads the list -- and
the U.S. has made that clear. (We have concerns in both Argentina and
Brazil.) But there’s much more, ranging from transparent procedures for '
awarding government contracts to impartial regulatory systems for
telecommunications. In Argentina and Brazil, there is a huge distance to travel
in all these areas, for until recently, they were statist, closed economies with
little pressure to develop such a commercial regime. The absence of progress |
not only hinders business development, but it alsc impedes fair distribution of -~ :
benefits from economic growth.

L We acutely felt the importance of the new trading region called
\fiercosﬁz‘ {or "Mercosul” in Portuguese), a group comprised of Argemma
Brazil, Uruguay, and Paraguay. A vear ago, few Americans had ever heard
the word. A year from now, [ predict, the situation will have changed
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. dramatically. Mercosur, a gigantic customs union, with over 200 miltion
people and a GDP of 8550 billion, is now the world’s third largest regional
trading arrangement after the Eurcpean Union and NAFTA. . It will link the
ecoromies of the four nations as never before..and intraregional trade is likely

" to soar. An entire new regional Infrastnifwfe - roads, ports, airhifks,” T T
telecommunications -- will be called for.  Already the EU is knocking at the
door 1o renegotiate a bloc-te-bioe trade agreement.

While visiting the Argentine province of Cordoba, we heard of the
Brazilian companies that were setting up shop there, and of Argentine firms
going up to Brazil. We were told of new investments made in:the province,

Adeszgneé to serve the broader Mercosur tegion. In both Buenos Aires and
Brasilia, ministers of both nations ralked enthusiastically about the first-ever
meeting of their two presidents and cabinets -- a gathering that took place while
we were in the region. Clearly, something very dramatic is happening to our
south.

= Time and again | was stimulated to think about the awesome
' .+« challenges that” Argemma and. Brazil face in-the context of a brutally .. .-
. .competitive global market. Both aspire to expand exports exg&an&a{zaiiy Each.
was aware of the Clinton Administration’s aggressive new export strategy, and
wanted.insights into “how, we do it." (Our own National Export Strategy
envisions a doubling of U.5. exports berween 1995 and 2000.) In the last few
months-1 have also been to China and India. Exporting is on their minds, big
time, too, with the objective of running big trade surpluses. In an environment
of rapidly expanding trade, in which we not only sell to one another, but are
also one another’s good customers, the goals of each nation can be reconciled
to some extent. But in the real world, will it work out so smoothly? In
Argentina, we were barraged, by questions about how to develop laws which
‘protect the economy from an "unfair” fiood of imports. In Brazil, we heard
that this was a top agemnia item for Mercosur.

P

g In"Argentina and Brazii, .we met with scores of U.S.
_ businesspeople intent on winning new inarkets from the wave of state-owned
companies which have been - or will be -- privatized. From them we gained
- an appreciation for the fact that just because a state-owned company s put in
- private hands does not mean that free and open competition exists. In
Argentina, for exémple, there were great concerns that the two privaie telecom

"B
y
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companies which were created from one government-owned firm were still
behaving like monopolies, favoring their former suppliers, failing to have an
open and competitive bidding process, and operating-according to-rules and. _.
procedures which were not transparent and not well understood by anyone but
insiders, In Brazil, there was apprehension that the government’s 1alk of
opening up the monopolies would create a similar situation,

®  In Sao Paulo, we met with representatives of 20 small and medium
sized American firms. all owned by women or members of minority groups.
This group was travelling through Brazil on a special trade mission led by
Assistant Secretary of Comrmerce Lauri Fitz-Pegado. [t was the last day of
their week-long trip in which they collectively had over 500 business
appointments that were arranged by our commercial staff through Washington,
and through our excellent embassy and consulates. Several in the group were -
returning to the U.S. with new eréers for business. Others had built
relationships which they felt would 'soon lead to business deals. The enthusiasm
of the group was truly glectric, and we left feeling, more than ever, that @apping
into our business sector below the Fortune 500 -- well below - and taking
advantage of our rich cultural diversity will put us in a powerful position in the
twenty-first century world economy.

= Finally, the trip reinforced, in my mind. the increasing complexity
of condueting international economic and commercial policy in the post-Cold
War era.” Not long ago, a mission like ours would have spent all of its time
with our government-counterparts. Today, that is just a starting point. It is not
just that the business sectors are ascendant everywhere insofar as trade and
broader commerce is concerned,. but that governments and businesses are
working in pannershup. There are many implications. First, we in the U.S.
government need (0 understand not only the views of our own companies, but
of foreign firms, too. Second, 1o pursue successfully our aims in foreign
countries, their firms need to better understand the views of our government,
But the challenges go beyond new links betwéen government and business. It
includes the need to U.S. government officials to build ties to governors and
mayors. We Americans are used to thinking about foreign countries as
monolithic entities. This, of course, was never the case, but today, with
democracy and free markets in full swing, influence and decision-making in
couniries like Argentina and Brazil are increasingly decentratized. We tried
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very hard in eight days to get around. Despite 18 hour days, we barely
scratched the surface.

Already [.am anxious.to.return... ..

Let me turn now to some of the bigger policy issues:

ARGENTINA

The Qriginal Premise ‘

Early on, the Climon Administration focused its attention on ten Big
Emerging Markets (BEMs) that it believed would gain substantial influence in
the world economy and in global pohru:s over the next decade. In Latin
America, the BEMs are Brazil, México, and Argentina. In Asia, they are
South Korea, the Chinese Economic Area {China, Taiwan, Hong Kong),
Indonesia, and India; in Africa, we have identified South Africa: in Central
Europe, Poland and Turkey, We selected these markets for several reasons: ail
have embarked or substantial reforms; ail have large populations, large
territories, and highly energetic populations; all aspire to be significant
technological powers; and all are critically zmpoz'iazzz to t}mr zzezghbormg
countries. e "t SRR -

Using these criteria, it was a short step to conclude that all of these
markets deserve top priority {rom the United States. Whereas in the past, many

---svere at the periphery of our atiention, now they are moving to the center,

Whereas in the past, the United States often became preoccupied with a single
issue to which the entire relationships were mortgaged, now there must be a
“balance befitting the complemt‘y of .dealings between two major countries..
Whereas trade and investment were once often subordinated to other issues,
now commercial engagement is at the center of our ties,

To give you some dimensions o th_é-comercial interests involved for the
1J.8., we have calculated that by the vear 2000, American exports to the ©n

. BEMs will equat what we sell 1o Japan or to Western Europe. By 2010, we .

project that our exports (o the ten will exceed sales to Japan and Europe |
combined. While the ratio of the combined GDP of the BEMs o the GDP of
the industrialized world is 1 0 4 today, it will be less than 1:2 in 20 years.

o g
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$ . : . - .
The BEMs have been growing at twice the pace of the industrialized world' for
some time now, and all prospects are for that to continue -- Mexico "
ﬁ;}twithsmzéizzg, ’
H o ;

- om & m o e e ey . - b e -~

The zhrﬁe Latin Amerzcan BEMS together constitute a hzghjy s;gmﬁcant
subset of the ten. Tegether they represent 64 percent of Latin America’s

* population, 5[ percent of its landmass, and about 70 percent of its GDP (1993}

The combined U.S. exports to the three from January through November 1994
were $57.7 billion, three times U.S. sales to China, India, Indonesta, Poland,

Turkey, South Africa combined. We figure that over 40 cents out of every
~ dollar spent on imports in Latin America goes to purchase a U.S. product.

Qver the last few years UJ.S. exports have expanded significantly. And while
pent-up demand from the "lost decade” of the 1980s explains some of this,
given the huge infrastructure requirements ahead, we can still-expect a very
significant ratio of U.S. sales to Latin growth in the future. For the United
States, moreover, the Latin American BEMs are more farmhar territory because
of strong bmwrzcai and cultural links.

Strafegy Sall on Course ) D .

[n the wake of the Mexican crisis, some questions are being raised in the
U.S. about the advisability of so intense a focus on BEMs. "Does Mexiceo not
prove that the BEMS are fiot stable?" some ask. "Haven't investors soured on
these countries? Will the BEMs themseives rethink the direction of their
economic reforms?”

These are serious queations which deserve equally serious answers. Here
are some: ‘

W The Mexican crisis had several unique features which are not found
in other BEMs, such as Argentina and Brazil, including such heavy reliance on
short-term finance, bunched short-term debts coming due soon, huge current
account deficits, low reserves, and a confluence of tense political situations
resulting from two political assassinations, an zzprzsmg in an 1;}};}0%{2,?;21&(3 state,
and an election.

B The underlying momentum of economic reform in most of the
BEMs is very impressive. There are no better examples than the Latin BEMs,
where Brazil brought down inflation from over 2000 percent to double digits in
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less than two years, and where Argentina privatized its national airlines, its

4

nationial energy company, and s national.telecommunications company within a »

few vears. But it’s true in Mexico, too, where budgets went from huge deficit
to balance, and where years of protectionist trade policies were dismantled.

R e P — P

‘& The long-term trends in the world economy bolster the prospects
for the BEMs. -All are moving toward free markets, with ali the productivity
and ingenuily they release. World trade has been expanding. NAFTA and
Mercosur will help expand trade, as will the new World Trade Organization.

‘® _ Inmy view, the Mexican crisis will make BEMs much more
conscious of the imperatives of economic reform which will lead to more long-
term direct investment. ‘Ie should, - for example, underscore for Brazilians the
importance of the constitutional changes that President Cardoso is seeking, It
should help the Menem Administration make difficuit fiscal decisions.

None of this means there will not be setbacks. There surely will.

‘However, from the standpoint ofithesglinton Administration, there is a
v e ! + “ﬁwwﬁ’“‘ L 1] 3 2 LLEW M
recognition that the BEMs are, by definition, "emerging. "~ They still have a: .

long road to travel, And we want to help along the way.

That is-why so many of our top officials have spent time in Mexico,
Argentina, and Brazil; why we have invested so much in expanding trade and
investment and deepening economic integration in the region; why we sef up a
special Commercial Center in Brazil; why we have just launched a U.S.-
Argentina Business Development Council to expand trade and investment {and
we-are looking forward to doing something along these lines with Brazil
shordy); and why we will be developing a far-reaching,-post-stabilization

commercial-policy with Mexico. :

e

AMERICAS ,,

Turning now to broader hemispheric issues, my bottom line here is the
same: we understand clearly our long-term interests, and are intent on 0ol
wavering from the course we set last year, ‘

. Latin America has been, after all, our fastest growing export market.
Today our exports in the region are three times what they are 10 ASEAN
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(Thailand, Malaysia, Singapore, Indonesia, Brunei), one-and-a-haif times what
we sell to the Asian "tigers“ (Hong Kong, South Korea, Singapore, and
Taiwan). Our foreign direct investment in the region stands in excess of $100,
, billion, a two-thirds increase in just the past four years. " And ifvestments” are
increasingly pulling mere American exporis.

Then, of course, there are Latin America’s massive infrastructure needs -
- requiring perhaps some 3300 billion in investment in transportation,
telecommunications, energy, environmental technology and other areas over the
_next decade. There should be great opportunities for U.S. firms.

NAFT A ’

One of our major cmmm&rcrai building biocks in the Hemisphere is
NAFTA, and the Clinton Admunistration remains commitied as ever to
strengthening this framework.

In the one year of its existence NAFTA has achieved a great deal. It has
added momentum to expanded trade between the three NAFTA partners, and it
- has contributed to the competitive position of North American industries such as
autos and food processing by providing the opportunity for restructuring and
. rationalization throughout.a market of 380, . million people, It has stimulated
national, state and local ¢fforts to build an integrated North American
transportation network, - which will only enhance the competitiveness of our
firms and build more prosperous communities. [t has helped Mexico to lock in
policies for a more open economy. I am convinced, in fact, that NAFTA was a
critical factor in Mexico’s outward-looking adjustment policies to the current
crises -- in stark contrast 10 protectionist responses to past crises. NAFTA has
stimulated serious trilateral discussions on the environment and on labor
practices. It has focused much needed attention on the "nuts and bolts” of
facilitafing business -- on product standards, regulatory disparities, customs
impediments, and labeling requirements, for example.

Not bad for one year.
I'm not going to stand here and say we don’t expect problems now.

Mexican growth will slow and so will U.S. sales. We may see more illegal
immigration because of the economic turmoil south of our border (although we
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are stepping up cooperation with Mexico on all border issues 10 prevent this.)
There could be other complications, too. .

But NAFTA is not a "light switch” _treaty, w0 be &zm&d on and off in
response to changing conditions, The Mexican economy will Il stabilize, The
economic reforms will continue, Growth will resume. It is still a great market
for U.S. firms, a conclusion that was reinforced two weeks ago when |
interviewed executives from over 40.U.S, {irms based in California, all of
whom were "caught” in the Mexican crisis, but all of whom said that Mexico
still loomed large and positive in their future. 'NAFTA is still a framework o
make an integrated North American market the most competitive and
prosperous one in the world.

President Clinton displayed great political courage in pushing for NAFTA
in the first place. You will see the same qualities in keepmg up the momentum
in the period ahead. . )

In its first year, NAFTA's markert epenmgs faczlztazed almost SSO bitlion
in new trade among the three countries, an incredibly impressive “performance.
Nonetheless, wholesale chaz&geg in NAFTA's trade regime have necessarily
meant that some trade irritants have arisen in implementation. We will be
working hard over the next year to smooth out any confusion-over the -
application of new customs, standards, or regulatory requxrem:‘:ﬁiﬁ

We also will be expandmg efforts to further develop NAFTA's .
institutions -- on the envirenment and labor, on administrative matters, and on
border infrastructure and financing. NAFTA’s first year was a “bricks and
mortar” vear in which locations, directors, and operating rules were
esiablished. As we enter 1995, we intend to make these institutions work.

We will be redoubling our efforts on the U.S.-Mexican border to develop
critical infrastructure such as desperately needed waste water treatment plants,

- power generation plants, housing, roads, and modernized border crossing

facilities. Since Secretary Brown convened the first infrastructure conference
in this area in 1993, almost two dozen projects worth S -billion are well on
their way 1o completion. Moreover, the North American Development Bank
(NADBank), which began operating last Fall, will provide $3 billion worth of
project financing for critical environmental projects over the next five years.
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We will continue to counsel U.S. exporters and investors who have an |

- interest in the Mexzczz} markez Wmle demand may be dewn in some areas,

Mexico sull remains a huge market at our doorstep, with enormous -
requirements. Moreover, those with vision beyond the currens crisis will have
the chance to position themselves for better times,.

-

Follow-Up_to Hem;sghenc Summit R
The Hemispheric Summit, held here-in Mzaml Iess thaz} three morlths
ago, set in motion a process which will move all meenauons of our Hemisphere
toward a more open trading system and’ deepemng economic’ integration, [
believe that evéryone understood that the Summit itsBlf was- just the beginning

PRE e

of a longer term process and that the Ciznwn Admzmszramn s camm:tred to

FII“SI as amwunced in Miami, we wzii begz:z ézscasszen& Wiih Chile on,
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Second Ambassador Kanwr will hest a meetmg of trade mzmst&z‘s fmm

. i
the Hem:sphere in Denver at the end of June to rewew rzext steps. L

P

T:zzrd mmmediately follewmg the trade rmmStenal Secretary Brown and
Ambassador Kantor will host 2 Hemispheric Trade and Commerce, Forum at
which ministers and przvaze sector leaders will gather to discuss what we-veR

"commercial integration.” This is a concept that 15 much broader than the kmd
of integration that is only brought about by traditional trade agreements.
Commercial integration is about harmonizing standards and regulations, about

“building the kind of infrastructure that connects markets and encourages the free

flow of commerce between them. It is about eliminating customs barriers and
ensuring open, fairly-regulated capital flows. Very often commercial
integration doesn't require the approval of legislatures; sometimes it doesn’t
even call for the active involvement of governments. But in every case, it

‘serves our ultimate objective of moving toward a free trade area in the

Americas by 2005.

We also expecz to have {323'262' intensive dzscassmns One area of focus
will be financing infrastructure development, where ‘we gxpect a series of
hemispheric meetings and conferences. Telecommunications will get special
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© participant in the Hemisphere's future. We have an enormous amount to gain if

1§

attention beginning with the telecom ministerial to be held in Chile next month
{with Secretary Brown leading the U.S. dﬁlegazion,}

We look at the liberalization of trade.as an 1mp0rtant step toward
ensuring the fulfillment of our broader economic and foreign policy objectives.
Without more liberal economic policies, it-1s difficult to see how nascent
democratic institutions can be supported. Markets and political institutions
function best when both are f’ze& but :z&z{her 1S sustamabia when, the other is
not. ] . _“.‘,f*a:_ .

THE 1AL STION . - e f'.:J .

When I was in Brazil and Argentina- nearly a year agc) | was® LA
‘extraordinarily optimistic about the possibilities. The .biggest chaﬂenge I fe
was the social dimension of reform, the need for more people 10, feel: Lhe
benefus of the regidn’s dramatic economic liberalization. Not only does Latm_
America have the greatest disparities in income distribution anywhere?" but m
democracies the political support for, tough decisions o pare budgéts and;
restructure bloated staté-owned enterprises will be veéry ‘difficult o fnake and
implememnt i large portions of the ¢ e{:mrate feel they arg not the beneﬁczarzes
of tha changes taking place

Today, the social challenge remains even more pressing.— and.more |
..difficult. It has become intertwined with the need 10 strengthen government >
aﬁﬂn&w&azzgﬁ 5o that essential services can be effectively delivered, while at
the same time cutting back government itself, and relying more on private long-
term investment, both ;i{}mesiziz and foreign, 16 raise living standards.

It's hard to.imagine a more difficult balancing act. There is no painless,
path, no smoothiroad from a political perspective. But there is no more urgent
imperative, either. ‘

- CONCLUSION . - - R

The Clinton Administration understands the challenges in the
Hemisphere, and the opportunities. It intends to be an active and helpful

things go well. We have an awful lot to lose if they don't.

Foroh sy
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Our invoivement can come in'many forms: in keeping our markets open
as Latin countries themselves continue to liberalize their own trade regimes: in
praviding technical assistance in areas such as strengthening regulatory systems;
in working closely with Latin American nations as a partner and friend.

Our role extends further to being a leader befitting the great, powerful,
and rich narion we are. That means articulating a vision of what this
Hemisphere can be, how the lives of over 700 million people here can be
improved, and how we can achieve those goals in the new global economy,

. In 1994, the vision took shape in the progress made in NAFTA, in the
historic Surnmit of the Americas, and in the more cooperative relations which
the United States and its 24 démocratic pariners in the Hefisphere developed.

In 1995 and beyond, we - all of us ;wrorking wgét}ié_r -- must keep the
vision that was articulated at the Summit alive. We can do this not by
repeating slogans, nor just by drafting position papers or trade agreements. We

. will only do it by rising to the chall enges that we face'together and, for the first
time, facing them together, recognizing that just as Mexico could not face her

CI’lSlS alone nor was it hers alone 1o face.

..-vc

At the outset, l posed the question that manv have asked: are the changes

" that swept Latin “Amferica irreversible or can we remrn (o, (e problems of the

past? [ believe the answer is that yes, the changes are irreversible because new
technologies and the imperatives of the global marketplace have made
permanent our interdependence. But, having said that, we must acknowledge
that for all the promise such interdependence offers, it also starKly préseritsthe
prospect not of old problems perhaps, but of shared new problems.

The United States, Argentina, and Brazil (and, of course, Mexica) have a
special responsibility in this new era, We are the most populous countries in
the; Hazmsphere, the dynamic engines of tomorrow’s growth. We can set an
etample that will surely result in the fulfillment of the promise articulated here
in Miami iast December.

In the experiences of this trip, in the actions of the Cardoso, Menem, and
Clinton Administrations, and in the actions of the peoples and governments of
all of the Americas, however, 1 see many reasons to be hopefui. In 1993, we
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should set our sights on preserving the gains that have been so hard won over
the past several years. [t is one of the great imperatives of our times, and if we
de not rise to the occasion, we will deserve a harsh judgement from history.

Thank you very much.
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¢, FRED BERGSTEN (Instutute for Internarional Economics): Let me welcoms
all of you 1o this very special luncheon session for the Institute for International
Economics today 1o say farewell in one context, but, of course, welcome in another to Jeff
Garten, This very sizable turnout i both quantity and quality, [ think, is an indication of
the deep respect and deep affection with which Jeff is held in most quarters around town.

At the head table I'm delighted 10 say we've got a number of Jeffs close colleagues
from the government: Bow Cutter; Winston Lord; Bob Kyle; Dan Tanullo; Carol
Lancaster, deputy administrator of ATD. Now, they have forewarned Jeff and me that at
some point they're going 1o get up as a group and walk out. (Laughter.) But TH tell you
that it's not to be regarded as walking out on Jeff's comments, whatever they may be, but
rather because they've got a very important meeting thar they have to go to together. So
simply, when you see them go, don't take umbrage and Jeff won't either. ’

t's a real pleasure 1o be able to have this session for Jeff literally on his last day in
the government. Jefl's still a very young guy by most eriteria. He's 48, but he's really hac
a spectacular career, one that 1 like to think of as a triple threar.

He's had a senes of very important positions in government, going back to the
early 1970s at the Council for International Economic Pelicy in the White House,
subsequently at the Policy Planning Staff in the State Department, and of course, as
undersecretary of commerce for Intemnational Trade for the last two years.

He has had an extensve career in business, both as 3 senjor pariner at both
Lehman Brothers and at the Blackstone Group, but also running his own svestment bank
as an individual entrepreneur in the investment business.

He's had an academic career, having done his PhD here in Washington at SAIS and
having taught both economics and finance at the Columbia Business Schoot, having
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published 2 very good book a few years ago called "A Cold Peace: American, Japan,
Germany and the Struggle for Supremacy,” plus a number of articles in foreign affairs,
And, of course, he 15 now returning 1o the academic world, going to the Yale School of
Management where he will become dean of the school and also join its faculty in the area
of mternational trade and finance.

Now, if that triple threat background-is not enough, he was also a Green Beret in
the military back in the late '60s and early "70s. * So cbviously, a well-rounded career in
many respects.

When I told Jefl's staff that we had 300 people coming 1oday, they gmzzzeﬁ and
said, "Uh-ch, he's going to want a 100-page text." (Laughter.)

The thoughts, according to Chairman Garten, are weil known around the city over
the last two years. I personally have applauded his desire to speak out publicly to
articulate the administration’s strategy, particulariy 1o develop what they've been doing in
his direct areas of responsibility: the outreach to the big emerging markets, the U.S.
export promotion efforts, the mitiatives that they've taken to forge much closer and new
forms of partnership between the government and the private sector in the interests of
promoting 1.3, economic objectives around the world, :

It is, therefore, with encrmous pleasure that | introduce Jeff today. He's going 1o
tatk for 20 to 30 minutes, then we'll have questions for as long as they go running up until
2:00 o'clock. Jeff, it's a great pleasure and privilege for us 10 have you on our podium
here on your last day in office. We look forward 1o your reflections on challenges to
America’s international economic strategy,

Undersecretary Garten. {Applause}

MR, GARTEN: The reasen Bow Cutter is standing up, he's about to walk outin a
few minutes. (Laughter.) Iwill not be convinced that this alleged meeting which is taking
place wasn't scheduled, so in case [ say anything that's controversial, they will not be here

forit. {Laughter.}

L&l me just say it is a great pleasure, it really is, 2nd an honor to be here under the
sponsorship of the prestigious institute. 1 can't think of a betrer place, ¥ can't think of a
place that I'd rather be 1o set out some reflections on my past 30 months in Washington.
And Td like to give a very special thanks for this event 1o Fred, who has been a fiiend of
mine since the Nixon administratica.

In my many incarnations, ! have had the pleasure of dealing with Fred. He'sbesna
great friend; he's been a great source of advice. 1 learned how to speak simple economics
when [ watched him coach Henry Kisstuger. (Lavghter) | learned how 1o sidestep the
bureaucracy when I watched him run circles around me and the State Department when he
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was at the Treasury. Even when [ was on Wall Streer, T used 1o ¢all him for advice, and [
think that maybe that's why the stock of Lehman Brothers éccime{i %0 quickly {izmzzg those

years, (Laughzer }

But Fred was actually the first stop, my first stop when [ came back to Washington
this time. Before I even had an apartment, I called him. [ had 5 long session with him,
and it was a very, very imporiant onentation for me.

And before | get started, I would also like 1o just recognize a couple of peaple
-who have been exceedingly snportant o me, to the Department of Commerce, 1o
Secretary Brown over these last 30 months. One of them is not able 10 be here, David
Rothkopf, who hag been one of my deputies. David -« a great intellect, a tremendous
unagination, tremendous drive, and has been a part, a major part of every initiative that
has come out of the International Trade Admirustration.

And Tim Hauser, who I believe is here. Tim. Tim is my other deputy, 1 can say.
without any question that without Tim, who incidentally represents the very, very best of
our ¢vil service, without Tim, this enormous complex that [ sat on top of consisting of
2,500 people and a 140 offices around the U.S. and around the world, without Tim, the
operation simply couldn't go forward. He kept the trains running and he kept me szrangt,
and 1 will be gratefui to hin for a long time.

' And Cecile Ablack, who's sitting right next to Tim, who's headed up our Office of

Public Affairs, Congressional Affairs, Inmtergovernmental Affairs, has been the person maost
responsible for cur ability to have a message and communicate the message, A souple of
weeks 320 somebody described me as 2 media hound. IFit's true, [ owe it all to Cecile and
she's the one who's responsible.

Today I'd like 1o say a few words about the thoughts that are on myy mind as [
leave this job, These are reflections of the moment, and I say that because I'm sure that
many of these thoughts will be revised as 1 have a little bit more time to think. But the
starting point for my thoughts is that I am extremely proud to have served in the Clinton
administration. I'm deeply indebted to the president and to Secretary Brown for giving me
the chance 1o serve in.this government at this time and with this team.

Secretary Brown }umself has been a wonderful boss. He's heen forceful, he's been
clear, and he gave me the widest possible scope to run the International Trade
Administration. My colleagues in the adminisiration have bean the smartest and the most
thoughtful group of people I've ever interacted with, and.they have been true colleagues.
We've not agreed on everything, but the close personal ties were never frayed by
disagreements that we may have had over one policy or another.

And [ leave the administration extremely proud 10 have beea zssociated with some
of its achievements: NAFTA, the Uruguay Round, the further opening of Japanese
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markets, the efforts to strengthen our commercial ties with the European Union, the
establishment of a national export strategy, an aggressive approach to helping American
firms win contracts abroad, the focus on big emerging markets, just to name a few. I
leave the administration as a total supporter of what it is trying to do in the international
economic and commercial realm, and I leave with the fondest memories and the greatest
. hopes for the administration’s continued success.

I'd like to make some observations, as I said, but I want it 1o be clear that from
now on, I am speaking as a private citizen and not as an administration official, and in that
capacity, I would like to look ahead. I'd like to-look, as we head up to the end of this
century, and if I could put my finger on one theme which resonates in my mind as I leave,
it would be this: My time in Washington has been marked by a shift in our foreign policy
focus, a shift towards more emphasis on economic and commercial issues. Candidate Bill
Clinton said he would do this, and he did it.

The policies have moved in the direction that he said they would. The government
was reorganized in the form of the National Economic Council to do that, and I'd just like
to recognize some of the people who made that happen -- Bow Cutter and Bob Kyie
sitting here at the front table. Many new initiatives have been deveioped. Trade
negotiations have taken on increased importance. Expor: promotion has taken on
increased importance, The administration has strengthened the links berween government
and business.

In fact, the administration is often criticized for being too commercial, by some
even mercantilistic. My own view is not just that this is the right direction, the right kind
of shift, but that in the years ahead; we will have to go even further in this direction. If
you conceive of our foreign policy as scales with traditional, political and security issues
on one side and economic and commercial issues on the other, I think that the imperatives
of the 21st century will compel even more re-weighting in favor of commercial diplomacy.
' There are two reasons for this. The first is a hard-headed calculation of our
economic interests at a time when more and more jobs are associated with exports and at
a time when finance has become so global. At the beginning of this decade, seven million
Americans owed their jobs to exports. By the end of the décade, it will be 16 million. A
decade ago, U.S. holdings of foreign stocks were 340 biilion; today it's $330 billion, an
increase in one decade of 800 percent. So our connections with the rest of the world are
indisputable, and our foreign policy has to reflect that.

But the second issue, and maybe this is even more important, is that the economic
and commercial issues are what is most important to virtually every other country in the
world, and unless we can relate to them on that plane, we will lose enormous influence,.
not just in the commercial realm, but across the board. We have 1o be at the table that
counts if we want a voice on the other tables.
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And 1 would like to illustrate this theme of a need for a greater shift towards
economic and commercial diplomacy with five different exarnples. And [ want to
emphasize that I'm talking about the evolution of policy in the future. This administration
has come an enormous way in two and a half years. Change cannot ocour overnight. So
my focus really is, as 1 said, on the lead-up 1o the 21st century.

The first issue that I'd like 10 discuss is the tension between bilateral and
"multilateral trade. In sy travels around the world, and they've been quite extensive over
the last 30 months, whether I was in Ottawa or Buenos Aires, whether in New York or

Jakarta, the single issue which arises in my discussions most, in my discussions with
government officials and business leaders around the world, is the perception that the
United States is abandoning its support for the multidateral trading system.

It fact, this charge 15 made by many of my close friends, many of them in this
room, I've been seized enough by this issue to write a long article In Foreign Affairs,
which is coming out in & couple of weeks, so I won't go into great detail. Suffice it to say
* the charge is wrong, I have been and I remain a strong defender of how the administration
has gone about trade policy. Under the leadership of Ambassador Kantor, I think our
policies have been unusually effective. His toughness, his clanty, his persistence is an
excellent example of how our economic and commercial pohczas have moved to the center
of our foreign policy.

But the perception that we are turning our back on the multilateral trading system
carmot be ignored becanse it is a perception. My argument s that it's not that we don't
suppors muitilateral trade. In fact, we have a tremendous amount 1o gain from z strong
mitilateral trading system, What has changed is this: We used 10 base a lot of our trade
policy on poliical interests, on keeping like-minded countries in the camp, in the free
market camp, This 18 no longer necessary. Now we pursue multilareralism on commercial
grounds, and the commercial reasons themselves are compeliing enough,

But that means that we have to jook at multilateralism 2 iittle bit differently. We
have to be tougher. We have to make the judgments, we have to have criteria that are
more commercial in nature. Our notion of multifateralism for the 21st century is one that
really plaves more responsibiiity than ever on other countries to open their markets so that
their openness is commensurate with curs, We need a multilateral system that achieves
real fiberalization in the tougher issues, whether it's competition policy, investment rules,
or others. .

This is a big issus, and I can't do justice 1o it here, but the angle that I want to
suress is the need, as we pursue these objectives, for more sophisticated multi ilaterat
commercial diplomacy. This doesn't mean that we shouldn't be really tough. It doesn't
mean that we should abandon our objective, bus the key issue Is, how can you be effective
in pursuing those objectives. And when I talk sbout the sophisticated muitilateral
economic diplomacy, I'm not using the terms as they are customarily used inside the
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Beltway. I'm not just talking about working within the WTO or other multilateral

institutions, but in using the full force of our foreign policy to mobilize coalitions of
countries in support of our objectives.

It isn't as if the admmistration hasn't tried. We have, It's been extremely tough
because many countries see that it is easy to ger a free ride on the hard work that we do
alone. Bui [ beheve we have 10 continue to try, and we have 10 put more foreign policy
effort into gaining allies for our trade policy. For, by the end of this century, both the
European Union and the East Asian region will have GNPs that are much larger than ours,
We'll have more and more trouble going it aione, whether it's with regard to 2 WTOQ, with
Japan, or even with regard 10 Iran-type sanctions. Sophisticated, muitilateral economic
diplomacy will require people who have backgrounds in both economics and diplomacy.
For my money, the Clinton admunistration has more than any other administration ever
had, but the requirements are enormous, and for the finure we are going to need more and
more.

The second issue on my mind relates (o the need 10 be much more realistic about
meeting foreign competinon overseas. Here is another area where the administration bas
made tremendous strides. Yesterday, Secretary Brown gave extensive testimony in the
House and the Senate on everything that we are doing to promote exports, and he dwelled
particularly on the practices of our mmpem{}rs making the point that we are being
outguaned ever}where

I don't want to spend a lot of time here documenting the praciices of other
countries, whether they're 1ega1 or otherwise, except 1 say that U.8, fimds are under
assault from foreign wmpames supported by their governments everywhere in the world,
The big issue, of course, is what should we do about it.

For starters, it is totally insane to try to dismantie the Commerce Department at a
tme like this, It is totally nsane to reduce support for Ex-Im, OPEC and TDA. We must
expand our advocacy center, which some people call the Economic War Room, a group
which just started 18 months ago, but has been extraordinarily effective. We must step
up our policies to combat bribery, We've started in the OECD, but thar effort should be
extended to the WTO, 10 APEC, and 10 every single forum that we're in. And we should
work with big, smerging markets to develop national codes, national anti-bribery codes,
codes which countries would put up and demand that every foreign company doing
business in that country would sign on to.

I think we should also look very hard ar the structures of gur embassies. Many of
the staffing patterns still reflect Cold War legacies. I want to say that, as someone who
worked in the State Department for several vears, ] befieve I can appreciate more than
most the very dramatic changes that have taken place in the last several vears. My
congratulations go 1o Secretary Christopher, Strobe Tabott, Joan Spere, Dan Tarullo,
whe is here; assistant secretaries like Winston Lord, and several, or dozens, of great
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ambassadors, who have really focused on commercial issues in the context of our
changing foretgn policy. It has been a dramatic change.

But the fact is that a recent GAO study showed that less than one percent of all the
people in our embassies come from the Foreign Commercial Service, And if you look at
many of the countries - and we have the numbers — the staffing simply doesn’t reflect,
the ratios don't reflect, what I consider to be the importance of commercial policy. Just
take one country, Malaysia, where we have no troops. We count two Amernicans doing
commercial work, 28 doing political and security. Or take Brazil -- no troops, six
Americans doing commercial work, 42 doing political and military.

And 1 know it takes 2 long time to change this, and [ know that a lot of effort has
been pur into it. Just looking towards the 21st Century, I think that some shifts are in
- Ofger.

My third issue is big emerging markets. And, here, | can be real simple. The
crying need is for us to stay the course. When we started talking about big, emerging
markets, most of them were in boom periods. Mexico, Brazll, India, China - now most of
these countries are in & period of retrenchment. 1 believe that this retrenchment tiend is
understandable. A lot of market opening has occurred in these last couple of vears, and
it's necessary 1o have a period of digestion, or at least understandable.

American firms did the easy thing, they got in. Now they're finding out how hard
it is 1o actually put the shovel in the ground after signing a deal, Asnd, vou knpw, for the
longest time we wanted all of these countries to be democracies; now they are, which
means that they have politics, too, and foreign investment is going to be a very natural
target. ‘ ’

I believe what we're seeing here is two steps forward and one step back, and I'd
like to make just two points:

The first is I'm very worried about typical American "short-termism.” Will our
government and will be businesses lose interest in the face of some of these trends in big,
emerging markets, or will they stay the course? There’s not that much that the
government can do. | think we've started what we can do, and { think we should continue
& massive education job sround the United States about what the big emerging markets
are gll about ~ big emerging markets conferences in virtually every state and aboard, big
emerging markets roundables with business leaders from all over the country, annual
reports, business development committees with each of the big emerging markets m which
American business Jeaders, leaders of the foreign countries, and government leaders all sit
together. We've done that with South Afnica, with Argentina, with Brazil, with China,
with India, but these things have to be kept up.

ol
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But I also believe that we will need to intensify our effort to look at big emerging
markets in a much broader context than we have. The administration has been
extraordinarily successful in focusing on exports when it comes to big emerging markets.
But a big emerging market strategy is really much more than that, It should include all the
other issues: nonproliferation, human rights, military sales.

So I think that we must continue to bring big emerging markets into the central
focus of our foreign policy. It started. It started, for sure. I just think, as we get to the
21st Century, we have to continue to move in this direction. And even when we bring
them into the heart of our foreign policy, I think it will be clear that it's on the economic
and commercial axis that our relations will really evolve, and it is through economic and
commercial ties that we will develop the closest, deepest relationships, relationships which
would allow us to have greater influence in the other issues that are so important to us.

My fourth issue has to to with the relationship between government and business.
Here, the administration has again made great strides by recognizing the reality of the
international marketplace. We know that governments are involved and will stay
involved. The administration, I believe, has broken new grounds with a whole range of
imaginative public/private partnerships. The need, in my view, is to push ahead with these
links and make them even stronger.

T'd just like to cite two examples of some of what I think are the more imaginative
mechanisms that the administration has backed.

" On the European front, the so-called Transatlantic Bnusiness Dialogue, which 1s
going to get off the ground next month, is a real innovation. For the first time, business
leaders of the EU and the United States, together with Cabinet ministers on both sides
and, very interestingly, together with the top regulators -- the head of our FCC, the head
of our Environmental Protection Agency, all the other major -- FDA — all the major
regulators on both sides of the Atlantic are going to get together, a three-way discussion
about the future of commercial relationships across the Atiantic.

We did something else, and I could give you 10 examples and I'm just citing two.
The administration signed a memorandum of understanding with the public authority in
Brazl called the Tiete-Parana Project. This is a public authority -- public-private -- in
Brazil, that is overseeing some $30 billion worth of infrastructure projects in the Tiete-
Parana Basin. And with this memorandum of understanding, we're getting an early look at
all the projects. We're able to get our Export-Import Bank, OPIC and others involved if
they want to be at'a very early stage. We're able to bring these projects to the attention of
small- and medium-sized businesses all over the U.S. .

These are the kind of efforts which ha;ve been started and which I believe should be
considered. And I raise this in the context of a talk about commercial diplomacy, because
- I believe that this is what commercial diplomacy is all about. Many of you 1 this room --
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and [ must say I, myself, when I came to Washington — would have thought that
commercial diplomacy was traditional trade and exchange rate policy, and everything else
really didn't matter. As I lezve the government, 1 think much differemtly, These business-
related 1ssues, these 1ssues of how the government and business relate to the each other,
are at the heart of our commercial policies going forward.

I would say that, in the two and a half years that I've been in the government, the
administration has taken the lead in developing these partnerships. What I would like to
see is for the private sector to step up, to take more of a lead, and to inject the energy and
the imagination and the rescurces, which will really be required to carry this effort ous,

And my final 1ssue is what [ would call commercial diplomacy in foreign policy
crigis situations. During my time in government, | saw economic packages put together
for Russia, the newly independent states, Haiti, and Northern Irgland, Down the road, we
are, no doubt, going to be confronted with packages for Bosnia, perhaps even Cuba.

Once there is peace in these kind of areas, the next requirement is real clear. The
government comes to the economic agencies, they ask for commerciat instruments, they
ask for fast-disbursing funds, longer-term investment, technical assistance.

(Ince we had a lot of foreign aid 1o do this. That, clearly, is no longer the case.
Once, Ex-im and OPIC were easily ushered into the situation, but today these institutions
are, rightfuily, increasingly commercial i thew orientation, and they want to avoid the
kinds of risks in the situations that [ mentioned. Even the Commerce Deparrment would
Hike to spend its time on the big, promising markets and not in these crisis areas. 8o a lot's
changed. And, in addition, the theory and the mission has changed. The issue is no longer
how 1o provide aid to other government; it's how 1o develop private sectors; it's how to
create auionomous investment that brings with it jobs. I'm not sure anvbody really knows
how to do this.

And, as in the other areas | discussed, I think the administration has done a
marvelous job in marshalling the resources that it has, but if we are going 10 continue
along these lines, if we want 1o be involved, if we want to have influence, if we believe
that after all the effort to win the peace, politically and militarily, it's worth winning it
economically, Then [ think it would make sense to really think through how this can be
done better in the future. :

And among the issues that need to be examined are the following:

Who should be in charge? We have an ad ho¢ process. Every administration that
T've been in we've had an ad hot process 1o come up with an emergency package.
Semetimes it's NSC. Sometimes it's NEC. Sometimes it's the State Department. Who
can be in charge of this in & systematic way?
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Secondly, where is the institutional foundarion for these kinds of pacicages? .
Saying mter-agency simply doesn't do .

Third, what kind of s instruments do we need? In my view, and I say thisasa
former investment banker, there is no way to attract foreign investment in these crisis
sttuations in the amounts that are needed without real incentives - low cost loans, tax
breaks, guarantees. I know that's an anathema in Washington these days. I know it's
difficult 10 do. But we shouldn't fool ourselves into thinking that rounding up the usual
suspects for a trade mission brings the money that is required 1o bring the peace.

And 1 would also look at the example of our Federal Emergency Management
Agency, FEMA, which was created for something much different, but cbvicusly created
to have an institution that can deal quickly and readily and effectively with an institutional
memory and with qualified people in crisis siruations.

Well, there sre many other issues that I 'would like 10 bring up if time permits, but
fet me just go down a couple that 1 haven't really addressed but are very important,

We obviously face some great chaﬁeng&s with Japan. Here, we have made the
shift 10 3 much more emphasis on economic and commercial. The challenge now, m my
view, is to maintain that thrust,

In China, to me, this is the most important, difficult, strategic challenge that the |
United States faces over the next couple of decades. In my view, the challenge here is to
continue broad commercial engagement, even in the face of the ups and downs wtncn we
are clearly going to experience.

And in Western Europe, here, commiercial ties are already ar the center of our
relationship, but [ think the nsk is that we take thoss ties for granted, and 1 wonder
sometimes if we should think even more boldly than we do about ways 1o replace the s
the existed between the U.S. and Europe when military refationships were very important.

Se, let me end where [ began, I leave with the strongest praise for the
adrinistration. | leave with great admiration for the initiatives thar have been taken and
for the people that have taken them, 2nd [ hope that all of the things that have started will
continue with the same degree of energy and the same degree of sincerity. :

It's a great honor to have been in the administration, and 1 thank you very much for
hearing me out. (Applause.)

MR. BERGSTEN: Jeff, thank you very much. You've raised an enormous nge
of issues. We've got a lot of people who have thought a lot about them,

The floor is open for questions, comments z2ad observations.
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Let me start, Jeff, with one myself. You, in essence, have called for 2 sharp -
continuing, but sharp - reorientation of U.S, foreign policy in the commercial economic
direction. It's congenial to me. I've advocated that for 2 long time. But you do it now at
a time when there is an enormous effort in the Congress 1o reorient U.S. foreign policy.
Secretary Christopher and the president are both saying almost daily our foreign policy is
in crisis because of its erosion in terms of congressicnal and public support. Do v see
the path that you are recommending 4s an answer 1o that problem? And do you have
indications from your own talks with Congressman, the public and others in your 30
months that the avenue that you're advocating might provide a response that would win
you national support for the kind of outward foreign policies you want to ses?

MR. GARTEN: Well, my thinking is not based on what would selt in Congress,
but what what I think is in our national interest as we look ahead to the way the world is
changing, 1 have been exiremely disappointed in the level of understanding in both the
House and the Senate. { think that what we face here is one of the biggest challenges in
terms of just educating the members about what this world is like, It is almost impossible
10 overstate what I consider 1o be the level of ignorance, the inward-lookingness, and the
precccupation with issues that simply are at the periphery of cur national interest.

Now, 1 don't know how we're going to 1o do this, but [ do kaow that this
adriristration and others are obviously going 10 have to devote much, much more time 0
interaction with Congress. it never would have crossed my mind when I came here that, if
I spend 50 percent of my time on the Hill, it wouldn't be wasted, but in my discussions and
a lot of those revolved around extinguishing the Commerce Department because trade
doesnt matter or because exports really don't have anything 10 do with jobs, all I'can say
is that this is, on the one hand, a major challenge; on the other, { don't know exactly how

Wwe can oTgaiee waeshwth it. :

) A awsmercig! focus might have some resonance, but I think the worst thing i the

world is 10 try 1o device & foreign policy simply so that it has support. Now, it obviously
has to have support. I think this will, not becanse it has some buzz words but because it
responds to what is very much in our national interest, which is a very strong economy,
and; as | said, 2 need to refate 1 other countries in those arsas which are most important
1o them. RBut vou've put your finger on something which T don't like to talk about,
because, of afl the things, it just seems 1o be the one that requires & real leap of faith, that
the people thar we sre electing to national office are going 1o really be up to the tagk of
guiding the United States in a2 world economy -- in 2. world which is just changing so
rapidly.

MR. BERGSTEN: Okay. Question in the back, A mike will be coming over to -
yOu. -

Yeah, a mike will be coming over 1o you.
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MR. GARTEN: Yes?

MR, BERGéTEZQ: I thought a mike was ;:aming,
¢ Speak now? |

MR, GARTEN: Séeak

MR. BERGSTEN: Just go -- yeah, gee, I thought a mike was coming, but I guess
not. Go ahead.

Q@  Twy to speak out loudly. My name 1s Fritz Fischer, sir, and I'm the German
represemiative on the board of the World Bank, and I make my remarks in my virtual
capacity, but also m the background of the annual meeting of the World Bank and IMF
which we just had and against the common impression that your president may be making
a very dramatic plea for the —~ (inaudible). And I may, with your indulgence, elaborate on
that,

MR. BERGSTEN: Don't elaborate too much. We don't wan speechas from the
audience. Iust ask the question.

Q (Of muke) — and enhanced U.S. expons, and it doesn’t constitute any
problem for the emerging markets in Latin America and Asig, but for Africa, the other side
of the coin is that the international community has enabled Africa to grow 50 that they can
tmport more. And we have o problems with the U S, administration, 'We have
tremendous problems with the U.S. Congress. And I won't 1wouch on the marginal impact
of this, but we are in a very, very serious situation, and I just wonder how we can assist
the administration in this very managable -~ (inaudible) ~ of not defining narional inmterests
by popular - {off mike). Thank you.

MR. GARTEN: Well, s} I can say is [ agree with you, [ think the president has |
put his full foree behind our stepping up to the piate in hzs multilateral assistance and 1
fully support that,

MR. BERGSTEN: Yes?

Q Paulo de Tarso Maderios, Banco do Brasii, Washington. {Inandible} —~ U.S. -
- {imandible) - looks for its national interest. It's so much more powerful than emerging
markets, We've got a situation -- (inaudible) -~ gain 100 much at the expense of other
countries - (inaudible} - north-south — (inaudible} - increase and o have 4 more equal,
more ~ (inaudibie) - than now. There is - {inaudible) — there is no restraint on United
States’ powers, 50 to speak, that vou do too much in looking for national interest and
being against the national interests of some other countries.
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MR. GARTEN: Well, I think that what we're trying 10 do 15 1o work with
countries like Brazil for mutual interests. To my way of thinking, when we try to promote
U.S. investment in a country like Brazil, both sides are going 1o gain. So cenainty the idea
here is not to take advantage. I think that when I talk about the big emerging market,
certainly in my mind is the fact that these are much more powerful than most people
realize, and that the game is becoming much more equal than it was eight, ten years ago.

Q  Tsee alot of people here from the business community, and 1 notice you
made a brief refersnice to the role, more active, aggressive role you'd fike 10 see them take.
I wonder if vou could elaborate on that.

MR, GARTEN: Sure. Well, if you start with the premise that -- can everybody
hear the question? It had to do with any thoughts 1 have about the business community
and s relationship to the government, and as I said, | think that the links between the
two, at least from my perspective, have strengthened considerably during the period of the
Chnton administration.

But in my experience, the government keeps taking the initiative. Let's just take
the Transatiantic Business Dialogue, where we had the idea that it would be great for
bustnesses on both sides to really discuss in a strategic way where Europe and the United
States were heading and to identify those issues that really need to be addressed. After all,
how would the governments know? ] mean, we don't really know how capital is moving,
how technology is moving.  All this stuff is much more in the business community now.
And | think it's going to be a really successful conference with many follow-ons.

But it seems hike the business community is passive. They come, they participate,
and 1 don't think the balance is quite right. T'd ike 10 see much more activism on the pan
- of the business community saying, “Hey, we're going 1o do X we ought to get the
gavernment in here and make sure that they're either not going 16 stop us or inadvertently
screw us up and to come up with ideas.” | mean, I feel like our engines are straining and,
you know, we don't have, in any administration, that many reserves in terms of ideas and
energy, and the huge dusiness c»:}mnumty 50 much more involved in the mternational
community. I'm just locking fora mﬁ’emnt balance within the context of the public/private
nartnerships.

I} give you another example. We have something called the U.S. Commercial
Aliiznce — 1.8, «Indian Commercial Alliance, where we put the U.S. business cormunity
and the Indian business community together, basicelly to try to match up smail- and
- medium-sized comparies for investments. A Jot of that is really pulling teeth. 1 mean,
when the business people get there, they contributs, they participate, but somehow, we
were gxpecting that once this match was lit, the balance would change and basically the
business community would run with 8. And I'm non saying they're not, but 1 think m the
future - all this is, you know, in the future -- there's 2 Iot more room for initiative.

Fadersl News Sarve
(303 3431 400



Institute for International Economics A 14
Remarks by Jeffrey Garten - 10/13/95

It's almost as if the business community -- and I'm speaking very generally
obviously -~ says, “Well, if the government wants to do something, we'll play there, but
basically it's only because they're calling for this kind of megnng * But { think the need for
the partnership is much deeper.

MR. BERGSTEN: Over here.

Q  Jun Hoagiand, Washington Post. Jeff] ] wanted to ask you to look back over
your past 30 months and identify some of the specific things to support two remarks that
you made i your talk, when you suggested that the real way of bonding in the future
between the major powers 18 On an economic merchant basis. You then went on to talk
about how we will have 1o find an economic dimension to replace the security dimension
in our relationship with Europe. 1 don't disagree with either necessarily, but ] find them a
littie bt at variance with your own-thesis for peace, where I think vou lay cut the
competitive straing berween certainly Germany, Japan and the States. And | wonder if you
can wdentify specific things that vou've seen over the past 30 months that have led youto a
new assessment to support that thesis, particalarly when you lock at the kind of
campetmon, say, in Brazil with the Raytheon case with France. Tt does not seem 1o me to
give any - (inaudible).

MR. GARTEN: Well, I think what we have here is two trends that are occurring
at the same time, One is brutal competition waged iegally and illegally. The other is the
need to maintain alliances and the need 10 expand trade and investment. In the real world,
they're going to g0 on together, 1 think the issue is, if you don't try the second, if you
don't really put tremendous emphasis on the caopera:zve angles, then the competitive one
will govern.

Now, I think that we do have tremendous competitive pressures with Japan, with
Europe, even with some of the Asian countries now, but 1 don' think it's at the point
where 1t necessarily overshadows all the things that we want to do together. 1 admit that
this tension exists, and when I wrote "A Cold Peace * 1 didn't understand the competitive
part, And if' ] were to write that again, 1 would write the same book, but there would be a
whole section on competition in China, in Indig, in Brazil and big emergifig markets, and
the straing those will cause and the need to deal with those.

Now, oné area where both of these trends come 1ogether i¢, T think that we should
have a famework for managing the success of competition, not competition among firms
that are operating arms- length. That's good.” But competition that is government-backed
or government-induced. And we don't have, night now, in any one place, a discussion, ao
mtermational discussion, of lending at below market rates; using foreign aid in
contravention to the rules about foreign aid, untied or otherwise; bribery, industrial
offsets. These issues are always discussed in separate forums as though they were
technical and as though they could be seen in specific channels. They need to be brought
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together and there needs to be a framework, in my view, that at least attempts o deal with
some of the excesses,

We have actually in the Commerce Department proposed this and talked to the
European Union about it in some detail, but we've not received any response,

MR. BERGSTEN: Jeff, would you just push thar z little further because it seems
to me that is one of the most important implications of your whole thesis. There will have
1o be a framework, systemic agreements of that type or eise this thing really gets out of
hand. You talked about hearing all over the world complaints about America's
unilateralism. 1 hear complaints all over the world about your activities from our
competitors in the other industrial countries as well as in some of the recipient countries,

And they say it's unfair for the president of the United States to call up the king of
Saudi Arabia because even if their chancellor or prime minister or president tried it, he
wouldn’t have the same clout and that's unfair competition. Now, what are you going to
do about that? Are you going to have some kind of cease-fire agreement on the use of
landing rights to get air contracts on the calls from heads of state to exploit military
relationships?

How are you going 1o handle that? Are you going to be able to get International
restraints on that? Or are you going to run a risk, do you think, failing such arrangement,
of generating new kinds of cut-throat competition that are going 10 make zli the ;mst
mercantilist batiles look like child’s play?

MR. GARTEN: Well, there's rio easy answer to this. T 1ell you the way welve
thought about it and certainly the way that I think about it as I lzave the administration.
We would rather not be in this business. [ think the notion of governments competing
with each other 1o deplete their treasuries and subsidies is absolutely pernicious, and all
the governments are strained for finances. There are a lot better things that we can do.

Bur reality Is reality, and if the president of the United States picks up a phone to
call the head of state of anvther country, I can guaraniee you he's doing that 100th of the
time that Chancellor Kohl is. In fact, if T just look at the last month, Chancellor Kol has
gone 1¢ South Africa, he's on his way to China for a second trip to China. This is not the
trade minister, nght? He just received the premier of China in Germany.

Once 1 had a jong discussion with some of the directors-general in the EU and they
posed the same thing you did, and they said, "You know, we're just going to have to
emulate you guys if that's what vou're going 10 do.” And I pulled out a chart showmng ait
the missions that the EUJ countries have mounted, heads of state and mumisters, over the
last eight months. And they locked at that and said, "It couldn be right.“. 1 smd, "I just
got it from your own embassies.” And they're looking atit and Sm{i}fzz}g it and looking a1
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it and said, "My God, is this what we do?* 1 said, "This is just the tip of the iceberg of
what you guys éo."

1 think that we cannot unilaterally disarm, but I think that we can do two things at
the same time, and that 1s, we continue cur aggressive approach towards winning these
contracts, but at the same time, we hold out the possibility with the Furopeans and the
Japanese that we would [ike a multilateral disarmament. But if we stop, there is no
chance, In my mind, there is absolutely no chance of getting that, of getting-that
equivalent to a cease fire. There's an analogy here, obvicusly, in other areas, but unless
we're really clear, unless we're really forceful, unless we're really tough, we're just going to
be whistling in the wind.

MR. BERGSTEN: Yes?

3 Yoshi Komori of the Sankei Shimbun. In response 1o your reference to
Japan, we have perhaps witnessed in the past two vears an unprecedented degree of
friction and arguing in U8 -Japanese trade and economic relations. And some cbservers
on both sides of the Pacific attribute to the very shift of emphasis vou mentioned --

MR. GARTEN: Are what? I';n sorry. Are?

{J A shift of the emphasis from the traditional political-security alliance 1o the
commercial aspect of the relationship, which only has created some perception in Japan at
jeast that - {inaudible) - of the traditional security tie, How do you respond to that?

MR. GARTEN: Well, I would say, first of all, that evervone that 1 know in the
admunistration shares the view that there is no country thet is more important 1o us than
Japan and that our alliance with Japan 15 of critical significance, and there is not one
person who wants to weaken that.

On the other hand, when the administration came into office, its judgment, which
fully share, is that that aliance is not sustainable if one pars of it, namely the trading part,
is so unbalanced. So we had to put more emphasis on that, not as & mercantilistic
approach, but as a way 1o inject more stability into an alliance that we see as being
aecessary for as fong as anyone can see.

1 know that there have been a Jot of frictions and I would not be surprised if there
are more, but I think this relationship 1s strong -~ I'm sure this relationship is strong
enough to take that, The real issue is not whether there's friction or not. The reaf issue 13
how do we effectively manage our joint economic and commercial retations between us, in
the multilateral systerm, and with regard o some of the competitive issues in third
countries, B
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And I think, vou know, that we need, as we lock ghead, we need 1o have more
strategic discussions about these kinds of issues, And as ['ve said before, so much of the
time has been preempied by actual negotiations. I think a lot of that is over now. [ think
we made lot of progress and I think that the time is ripe for much more strategic,
economic and commercial discussions among the two countries that coumt for so much,
vis-a-vis, each other.

MR. BERGSTEN: Could y{;a identify yourself?

@  Robert Dumn from GW. I understand that what's being considered on the Hill
is not to abolish the function of — (inaudibie} -- Commerce, but 1 mm‘gamze it so that
there might be a single organization that handles miernational trade and mayhe even
international financial matters, where now you've got Commerce, the special trade office
or OTR, Ex-Im, ITC often seeming to pull in different directions; certainly Treasury
sometimes having a point of view different from the trade folks. My thought was that, if
you had a single organtzation, obviously with Cabinet status, which combined international
trade with the financial roles for various of these departments, you might save on
overstaffing and dugplicative roles, and vou might have 2 single thrust 1o the policy where it
sometimes seems that is not the case. What is your view of the possibility of a single
department 10 combine various of these functions and handle them?

MR. BERGSTEN: Who would like for secretary? (Laughter.)

MR. GARTEN: Well, if vou put it that way. (Laughter) Look, I think there'sa
difference here between theory and reality. It might be that sometimes consolidation
works, but I think I know from my mergers and acquisition experience, there's just as
many times it doesn't work.

Thereal crime of this situation is that the Congress has gone onto reorganization,
some of the p&{;;}ie very sincerely to save money, some simply for political reasons, If
there 15 any merit in reorganizing the economic bureaucracy, and I say if, it can't be done
by SO0 people each marching to some different drummer, most of them totally ignorant of
what the obiectives of the policy should be.

Have = study done. Taxe some time. Have some recommendations where there
can be hearings. And let's debate 1t as a democratic society should. This is a total joke
right now. The current proposals that are being floated not only would undermine the
entire trade buregucracy, but woulkd be more expensive. Some of these proposals are
headed towards the direction of six or seven or gight agencies, each with their own
bureaucracy.

Prominent congressmen have said, “The issue is no fonger whether you save
money, because obviously we're not going to save money on this.” So you ask, "What 1
the issue?" I dor't want 1o pre-judge. I mean, any organization ought to constantly
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reexamine itself for effectiveness, bur this is a circus, and it is impossible, out of this
procedure, that we will end up with something better.

And 1t 1s likely, unless that train is derailed -- and incidentally, I think it will be. I
think the Commerce Department will survive, but let me just say this. It will survive, but
we'can measure the cost of the last six months in terms of atremendous amount of effort
that has been wasted in dealing with the Hill on these issues, totally defensive at the
expense of lots of other policies that shouid have been given more attention.

A cost in the morale of the civil service. I mean, we have a huge problem. You
know, we have not cultivated the civil service like other governments have. And the cost
to them of seeing this circus go on, I don't know how you measure that, but if you think

that tomorrow this ends, suddenly everybody goes back to work with the same enthusiasm -

that they had before, I think, it's dreaming.
MR. BERGSTEN: A question back here.

Q Helen Constable (ph), State Department. When you and I were working for
Paul Volcker back in 1979, we were working on the issue of international bribery, and we
were trying to convince them at least to get something done politically and multilaterally.
I don't think we've made an awful lot of progress -- (off mike). But in the meantime, we
have taken a number of steps which disadvantaged U.S. companies rather severely. And
I'd be interested in your comments about what, if anything, we can do, if we pursue the
muitilateral line, to remove that burden from U.S. companies, and/or to look for some
creative bilateral ways to address that issue.

MR. GARTEN: Well, I don't think that -- I'm not sure that whether you're
suggesting that we could liberalize or reduce the burden of the Foreign Corrupt Practices
Act because [ don't think that's a possibility and I don't think that's desirable and I don't
think it will ever happen. So I just rule that out. American firms -- that is our law. That
is going to stay our law. And I can't even relate to the notion that somehow -- I can relate
to the notion that we will meet subsidy for subsidy, but not under-the-table payments. It's
just not us, '

But I do think that it would be very important. When I go around the world and 1
talk to all the American chambers of commerce, they have a lot of ideas that I think, you
know, are worth looking at, and one of the ideas, which I'm not sure where it came from,
is to go to the governments of big emerging markets, all of whom profess to find
corruption pernicious and certainly undercutring their development and say, "Why don't
you have an anti-bribery code and why don't you ask every foreign company operating in
your country to sign it?" And there's the beginning of responsibility,

A lot of companies will sign it and they'll violate it, but for the first time, it's not
open season, it's not totaily open season, and those codes might eventually find themselves
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into law. But if someone is caught, and we have the means to catch 2 ot of them, and is
exposed and they have signed this code, suddenly it's 3 different thing than if somebody
says, "Well, I only am adhenng 10 the local customs.”

Ard if we spend all our time, if I'm right, and you know more about this than I do,
trying to multilateralize this thing with other industrialized countries, I think we should go
1o the countries that are suffering the most from this and see if we can't do something as
well, A long process, slow process, but I don't think we ¢an ignore it

MR. BERGSTEN: By way of advertisement, I just might mention, the institute
has launched 2 big project on this cormuption isste. We're going to have 3 major
conference on it and hope both to find out in a linle more depth what is the economic
impact of it, but also then to come up with some creative ideas for dealing with it both at
the national and at the multilareral level.

MRCGARTEN: T'd just say this. [ think it's a wonderful idea. In several of my
travels when I've been with Secretary Brown, and one or two times when [ haven't, and
met with a head of state, they bring this up. It's very awkward for us to bring it up with
them. We can bring it up with the French or the British or whatever, but we can't bring z‘z
up with, you know, saying, "H‘Z’}-, there's a fot of corruption here.” (Laughter 30

But, in fact, more ami more of these people @re bringing it up and asking the
question and recognizing that in 2 very competitive environment for investinent, a lot of
stuff that's coming in is not the best and it's coming in ¢n terms that are very odd and
therefore, there must be something going on. So I think that examining the development
impact as well as-everything else, I think it's a very rich field. '

MR. BERGSTEN: Jim Curiie.

Q  Jim Currie with the European Commission. Jeff, you've made some
fascinating remarks, but you didr't mention the WTO by name specifically, so I'd like 1o
hear your views on how you see the WTQ development at at time when a lot of people, |
think, are quite councerned sbout the real risks of weakening it so so0n afler we've been
carzamiy trying to strengthen the whole mechanism and ger the multilateral system up and
moving. [ see that against the background not just for the fact that a lot of us are
concerned about the Kind of unilateralist approach coming from Congress, but also in
terms of the administration’s approach in a couple of respects. Let me just mention two.
One, the fact that one of the kind of guiding principles now seems to be recipracity, and if
vou take reciprocity is an extreme, you're talking about mercantilism.

MR. GARTEN: You're waliing abowt?
Q Mercantilism in a sense.
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MR, GARTEN, Mercantilism, okay.

Q  There will be some - (inaudible) - mercantilism. The second thing I think is
also the question of the means or the mechanisms used. It's the rush to use the unilateral
instruments, the immediate reaction and reflex being two (0 one, three to one, or
whatever. These things, I think, are — (off mike} < both at the administration level as well
as - {ingudible).

MR. GARTEN: Well, as I said, I think there is no issue that is raised by more
people in more forums around the world than this one as I've traveled. And I just give you
my own views. I'm speaking, you know, as I say, not for the administration, but I think
we have 10 put 4 tremendous amount of effort into making sure that the WTQ is effective.
In my view, this has 10 be at the center of the world trading system.

Having said that, I think it's aiso 2 misiake 10 believe that the WTO now can
handle the wide range of trade issues that we, in particular in the United States, are
concerned about. And 5o, there's a parallel game gotng on. 1 think we have to build up
the WTQ, we have to play in i, we have 10 be very serious, but I would not « I think that

in forums like APEC there 1§ scope for even going further, and I think that even in some
" areas, the bilateral approach is going to be absolutely essential. When I think of an issue
ltke competition policy and the differences in the industnial structures and antitrust policies
and these kinds of things, I just don't believe the WT{O is ready to handie that or will be
ready 10 handle that for a long time.

And yet, from the United States' perspective, and probably most of the people here
will disagree with me, you know, these issues of tariffs and quotas and all that, that has
nothing to do with our real ipterests anymore. We are concerned with the éeep—seazed
- domestic policies, reguiatory policies elsewhere by other countries,

Now, eventually the WTO should be able to handie that, but not on our umeframe,
and I say not on our timeframe. It doesn't have 1o be in the next six months, but [ think
we're talking a decade out. So | believe that in the NAFTA, in hopehully NAFTA
extended, and in APEC, other forums, we have to be more exymmmi&i

And it's a difficult balance - ] agree. All of these %:hmgs are difficult. [ hope I never
give the tmpression ['ve got the answer here. 1 think we're dealing in lots of gray areas,
hut we have 1o be very careful, as you're intimating, not 10 be pushing the WTQ away or
giving the impression that somehow it doesn't count.

But 10 me, that's not saying we put all the eggs in thar basket now because, first of
all, that just won't hold any water, I mean, I or somecne else can say that, but these other
issues are too big. They're too immediate. They present very, very difficult obstacies for

our trade. S0 we're going 1o have to walk and chew gurn at the same time.

-
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MR. BERGSTEN: Thea?

Q  Thea Lee, the Economic Policy Institute.  You've pant a lot of emphsis today
and in your previous speeches and writings on exporte. The job-¢reating potential of
exports are very hikely so [ think. That's very important, but one thing that I virtually
never hear you mention 18 unports, and job displacement, the impact import - (inaudible) -
- have on wage - (inaudible} — quality of imports. And 1 guess [ have two questions for
you oday. y

One is whether you really think it's possible or desirable to look at the impact of

trade on the economy by really only focusing on exporis, but whether you also need 1o
look at the other side of the coin, to get a big picture of what's going on either bilaterally
or muitilateralty. It may be true, but looking at the trade deficit or the bilateral trade
deficit is a very imperfect and impartial measure of what's going on between [wo
countries. But if that's 5o, 1o look only at exports is even less complete 2 measure. S0 on
one hand, do you really think that's 2 good way of lwkzmg at trade, 10 look only at

exports?

The second question 15, in terms of long-term policies, and vou talk in your speech
about typical American short-ierm interest -- [ guess [ guess  want 1o hear whether you
think that in the long-term the United States should be to be putting a lot more priority in
policy both in multilateral institutions like the WTO and also perhaps unilaterally on
improving the labor and envirommental standards and the i;{}zzézzwmiﬁy of the imports
coming to our market? |«

© MR. GARTEN: You want all that in 30 seconds? (Laughter.) I'd just say a quick
word about both. In my view, imports are not a problem. In my view, this is a countsy
thatis ~we area ma;{}r - WeBE 3 woasuming natien. Imports have had 2 very positive
macroeconomic effect. They've given us tremendous consumer choice, and we do track —
we track the imports every month, everv couple of months. | don't know what there 15 1o
say about it other than don't stop, don't be tempred to stop imports unless, of course,
they're unfairly subsidized or, you know, they're dumped. '

We put our emphasis on exports because this i3 - we believe there’s 2 policy
variable here, and that is that the United States is a massive under-exporter. We have
tremendous scope 10 gxpand our sales abroad. S0 those people that are worried about
balance of payments, that's where the focus should be. That's'where the focus of the
administration has been, all of it, you know, knocking down foreign barriers or helping
American firms win contraets.

I know that there's a lot of dislocation because of imports, but you know, if you
compare those jobs with the amount of jobs that the sconomy is generating every month, I
don't think that this is the kind of problem on 2 large scale that some people think.
Obviously, in individual cases, there are tragedies and, you know, we're all concerned
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about that. Bur I just don't believe that -- I think vou only have so much enerey and only
so many levers. They should be focused on the export side.

In terms of environment and labor, you know, it's been the policy of the
administration 1o try to balance all the considerations when it comes 1o rade  Again,
speaking personally, I think we have to be very carefill, 1 think we have 1o fook as
intensely as pogsible for ways to deal with other issues, labor, environment, human rights,
without puiting all the burden on trade policy.

It's a delicate balance. | would rever advocate ignoring them, I would never
advocate taking them off the agenda, but personally, T get anxicus when people think that
just because you irade with other nations, you can Enk everything to that, linking t n a
very - in a legal sense. T don't think we will be able to be the trading country that we
need to be if we go overboard. It's ail 3 question of balance.

MR, BERGSTEN: Jeff, just to belabor the first part of that question slightly, but a
[ittle different tack, in your answer you said, in an aside, "for those who worry about the
balarce of payments,” dot, dot, dot. As you come away from vour 30 months, do vou
worry about the trade defictt at an annual rate of $200 billion? The Treasury obvisusly
doesn’t care about it. They're pushing up the doilar and making it worse. {Laughter.)
What's your view and vour experience on this?

MR, GARTEN: You know, let me just say a5 an aside, the firgt week that  came
to Washington, I sat in on an inter-agency meeting. There was a fellow -- T won't mention
his name bt everybody knows who he was -- from the Treasury who wag sitting there and
he was half aslesp. And then somebody mentioned the word "doltar” and he sprung to life
- {laughter) - and he used exactly the same words'that T had heard 15 years ago abowt
who can speak about the dollar and who can't. ‘

So 1 know you — {Jaughs} — you would have asked me this same question 4 fong
time ago about the dollar, but l¢t me say this, I personally -- | know that the balance of
payments as 4 number is significant politically, but to me the much more important point is
that balance or that defizit as a proportion of our overall economic activity, And it's way

down. Imean, it may sound like a high absolute number - 160, 180, whatever the current

account deficit is going 10 be this year - but as a percentage of our GDP, it's way low
from what it was in the '80s. And personaily, you know, I don’t ike the idea of gearing
too many things 1o the balance of payments.

1 think what we should do 15 just press ahead on exports and do the very best we
can. But I'm speaking as a private person. As a government official, I fully understand
that this is an indicator that appears. And for all the journalists out here, that's 2 big story
arxd it puts a lot of pressure on the administration to focus on this. And it creates an issue,
which means it's an issue,
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MR. BERGSTEN: All right, we've got one or two final questions. So, Paul?

Q  Paul Blustein from The Washington Post. 1 want to go back 1o the question
of calli.ng up kings and trying to sell them airplanes. (Laughter.) I wonder now that |
you're leaving if you could share with us some of the information that you got in the war
room, at Langley, or whatever, what 1t 1s exactly those other countries are doing. I mean -

- (iraudibie) -- all these trade --

MR. GARTEN: Well, all the --

Q  Yeah, but when I talk to their diplomats, they say, "Well, yeah, but we don't
have the head of state ask his counterpart or he doesn't make a plug for a specific
company, or our foreign minister doesn't do that because that isn't our our foreign policy."

MR. GARTEN: So, in other words, Chancellor Kohl doesn't say to the Chinese,
"Mercedes wants this deal.” He just says basically, "We'd like you to do something, but
I'm not going to be specific." Or he doesn’t say -- (laughter) -- he doesn[t say, "I'm leaving
behind $2 1/2 biilion dollars; spend it any way you want as long as it is related to German
exports." He doesn't say those kinds of things. +e basically goes -- I mean, I don't know
-- you know, your whole premise 1s wrong.

Q Well, but --

MR. GARTEN: When Mitterrand was prime minister, you know, he did the same
thing. Prime Minister Major -- (laughter) --

Q Il grant you France, but -- (laughter) --

_MR. GARTEN: TI'm sorry?

L

Q Tl grant you France. But you mentioned Germany and --
MR GARTEN: Well, yeah [ can mention a lot more.

Q = Okay, well, please do. But you talked about a head of state -- | mean, you
talked about -- (inaudible) -- and you wish there could ‘be multilateral disarmament and
unilateral disarmament. 1 wonder if, in retrospect -- (inaudible) -- that under this
administration we unilaterally escalated. We got the head of state and other people -~
(inaudible) -- making specific plugs for specific companies because we were upset that
other countries were doing certain things on behalf of their companies. But to go that -- 1
mean, they -- what their diplomats say is that they don't go that far. And I'm asking you to
enlighten us on what they do or tell me I'm naive for thinking that their heads of state don't
do it. That sort of thing. Or to tell me that, yes, indeed, we did consciously unilaterally
escalate and you wish that it weren't necessary, but we did uniiaterally escatate.
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MR. GARTEN: Well, the first thing I'm going 10 say Is you're right; vou are
terribly naive. {(Laughter} Every one of those countries you mentioned, the head of state
talks about, plugs, specific companies. You know, we have a much harder time doing
that, to the extent that we do it, because in virtually every industry we have a whole
handfid of companies. We can't piug one, But if you are from one of those other
countries that you mentioned, you don't have as many firms competing in that sector. And
in addition, there's a very good chance they've gotten together and formed some kind of
consortium, so you're only pushing one champion. Qur system, as you know, doesn't
work that way. So the first point is that heads of state lobbving on behalf of their firms is
such a common ocourtence that if I could show vou, you know, classified stuff, T could
give you 10 pages of it.

Q  (Inaudible) (Laughter)

MR, GARTEN: Secondly, this js just the tip of the iceberg, okay. Amd
mcidentatly, what I'm saying, thisis perfectly legal. 1 mean, we can say that the Germans
or the French or the Japanese are doing this. We have no - they have every right to do it.
I mean, therg's nothing illegal about plugging 2 firm. But there's another level of
competition, and that 13 whbat ['would call subsidized lending where export credit agencies
find & way to exterxd Joans at below-marker rates m violation of OECD guidelines.

 Linked to that is the use of foreign aid, alleged aid that is untied, registered in
international conventions as being untied. But it isn't untied: It is extended only under the.
condition that the home country's suppliers receive that money in resorn for the supplies.

Then there are — you know, then there is the whote question of bribery. Then
there's what I would call a whole series of inducements.  "IT you don't buy my airplane,
forget about landing rights.” "You want foreign aid? We would ike 2 certain percentage
of a particular sector.” 1 mean, these kands of things go on, and they go on really big-time

" 1don't want ~ I meari, where you draw the fin€ here as to what is legal and what isn't
legal, that's 4 subject of a much bigger discussion. But, 1 think as Jim Hoagland said, these
- we're not tatking about some marginal stuff We're talking about well over a trillion
dollars worth of these kinds of infrastructure projects over the next decade and we're
talking about the jobs that go withit. And I think that there's a -~ you know, thiéls an
issue whose time has come to discuss on an international scale,

Did we escalate imilaterally? T can't relate to that. All we're saying is we have,
tried for years to get others to stop and they have no rgason 1o listen to us, So I'li give
you, you know, & specific example. The Export-Import Bank under the Clinton
administration is authorized to match below-cost financing of another export credit agency
if we want the pro;ec:t It has a war chest to do that. And many times ~ I thifk #'s ower

. 30 times now — we've seen someone else extend the subsidized loan and we say to the
, potential recipient, "We will match whatever that person dogs, whatever that agency
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does.” And we don’t like doing that, but that stops it. And at least it makes it clear that
other governments are not going to win by cheating. If vou have 3 better way to do this,
fine, but also explain it to all the people whose jobs would be lost or who won't be
employed because we don't win these contracts.

MR. BERGSTEN: We have reached cur witching howur. Before T say goodbye to
Jeff, 1 want 10 recognize someooe else in the audience who is also feaving government,
who 1 think is perhaps in his last day today also and has labored in these vineyards with
great distinction and with enormous contributions for 25 years, Geza Feketekuty, [ think,
i§ going ~~ {applause}.

So when you come to Institute lunches, you get two-fars in the way of goodbyes,
aithough you only had one speech:

GEZA FEKETEKUTY (Monterey Institute of International Studies): [l be at a
competng institution,

- MR, BERGSTEN: That's nght. Thark you. You can sit down now. (Laughter.)
1 knew [ should never have recognized Feketekuty, Geza, we've all enjoved working with
you over the vears. We look forward to the fiture.  You've been an enormous tower of
strength in this feld for a long time, and it's great to see you. And we wish vou best of
luck even at a competing institution.

The main thing today was Jeff. Ag always, you've been provocative, You've
raised lots of good questions. You haven't had ali the answers, but that’s good; it gives all
of us something to do for the next 10 or 20 vears. We look forward to continuing 1o hear
your wisdom and your cretive art energetic thoughts from your new base. We'll Jook
forward 10 staying in close touch. We thank you for everything you did in those 30
months here. Congratulations.

MR. GARTTES: Thank you very much. (Applause.)

MR. BERGS"I’EN: Meeung adjourned, Thank g;ozz all
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We are now positioning ourselves to compete for

new markets and the jobs they will create at bome

as never before... We are at the beginning of a new
era of fierce commercial competition in the global
marketplace, and.l am determined that we asa
nation fulfill our enormous potential.”

‘President Bili Clinton

[

“America’s Suture depends on our ability 10

compete successfully in the international

marketplace. Our position as the world’s |
undisputed economic leader, our national security, -

- and the livelibood of millions will turn on bow well

the businesses, workers, and government of the
United States respond to this challenge.”

Ron Broum. Secretary of Commerce .

¥

i time Jor a new aggressiveness if America is to

- compete and win again in the global marketplace.
 For 100 long, American business and the United ’
" States Government have let our competitors gain the

advantage in the battle for new markets arou:rzd the
world.”
Kenneth Brody -

Prosident und Chasrman
Expore-Import Bank of the Urited Siates -



SUMMARY

in the spring of 1994, & consortium of.U.S. companies. led by Raytheon, '
competed head-to-head with a French group to win a $1.4 billion project in
» Brazij to monitor the environment of the Amazon Basin using sateliite and
radar technology. The French group was heavily supported by its govemn-
ment. Consistent with its efforts 10 help American companies penetrate the
globat marketpiace, the Administration mounted a full-court press 10 help the
Aaytheon group. Itin volved the Secretary of Camméma the Chalrmarn of the
Expoit-import Bank (Ex-im S’ank) the President of the Overseas Private in-.
vestment Corporation (OFIC), the head of the Trade and Development Agency
{TDA}, the head of the Environmental Protection Agency (EPA), the head of
NASA, officials from the National Security Council, the Nativnal Economic
Council, and the Departments of State, Interior, and the Treasury, and ulti-
mately, President Clinton. In Washmgron ths Administration team mat in a
“war raom” se?:rng svery day for Iwo wesks, mairtaining consiant touch with .
our Embassy in Brazil. A high-powered business migsion, led by Secretary
Brown, was sent.10 Brazil. At the eleventh hour, the U.S. group won the bid,
which could be worth clase to $700 mitlion in exports and support 12,000-
15,000 high paying jobs in the United States. The pro;ecr is now awaiting
approval of the Brazilian Senezm b

In September 1894, using the Brazilian experence as a modei, Secretary
Brown led a Presidential Business Development Mission to China. Together,
they witnessed some $& biflion worth of transactions. Highly successtut trade
and investment missions to China were also ied by Energy Secretary {J'Leary
and Ex-irrs 8ank Chairman Brody. ‘

Iy January 1995, Secretafy Brown c:ondwfad & similar mission to India.
During the week-long visit., over 87 biltion worth of transactions took place.
Secretary O'Leary, OPIC President Harkin and, most recently, Treasury Sec-
retary Fubin have alsc made trips to India. They have put assisting U.S. busi-
nesses to penetrate that market at the top of their agendas.

This gresenzarwﬁ is about such high-intensity aa‘vacacy ~ WHY we do it
how we do it; where we have succesded; what the ovarall results have been;
and what we need to think about for the future. -




rom the beginning, the Clinten Adminis-
tration has put trade at the center of its
domestic and foreign policy. It was
‘exacdy the right thing 1o do — economically
‘essential and politically courageous. The
NAFTA, the GATT, the focus on freeing up
trade in Asia and Latin America, the singling
out of the Big Emerging Markets as prime
opportunities for the future. the effons to
boost competitiveness ar home through
education, training programs, and through
" investment in American technoiogy - all this
. will suengthen our economy at home and.
‘help us to maintain influence abroad.
Under the ieadership of President Clinton,
" Vice Presidernt Gore, and Secretary Browsn e
as well as many others, including Secretary
Christopher, former Secretary Bentsen, Trea-
sury Secretary Rubin, Secretary O'Leary, ‘
Ambassador Kantor, EX-Im Bank Chairman -
Brody, OPIC President Harkin, and TDA
Director Grandmaison — we have made
support for US. companies fighting 10 win
foreign markess 2 critical component of cur
overzll approach w wade. In 1993, when we *
first began preparing the Nanonal Export
Strategy; Secretary Brown, as chairman of the
effort, pressed us to realize America's full
potential for increasing exports through 4 |

' systematic program of active support, a star

egy we ¢came (o <all "advocacy.” In gssence
he said, "Go 1o bat for US. companies com-

pe:mg abroad and gim for one thing =- home
auns.” P
This yam the impornance of zéwsc effém '

will be greater than ever. With the conclusion

of the Uruguay Round, and with the new
opportunities for trade in Asia, Latin America,
and Eastern Europe, it is essential that we re-
double our drive 1o compete. There is no
. greater imperative than to turn up the heat on
every aspect of our expord deve, but most |
especially on mgh‘mzenszzv suppon for U. 3
firms striving 10 win deals abroad, .

© Of course, the Administeation helps 1.5
firms in many ways. Our rade negotiations,

#

such as NAFTA, GATT, and the japan Frame-

work — led by Ambassador Mickey Kantor

" are themselves a type of advocacy. By seek-

ing reduction o eliminadon of both ranff and

" nontarff barriers. and by emphasizing the |

need for protection of patents, trademarks,

. and copvrights, it is in these negotiations that

we focus on the broad interests of our indus.
tries, from aercspace to banking. U.S. Busi-
ness Developmernt Committees with foreign
governments - like -South Africa, Russia, R
China — entail another type of advocacv
because they focus on ways 10 increase our
rrade and invesurén: with other countries by
reducing such impediments'as discnminatory
mxes. suangling regulations, or unfair govern.

Cmen profurgmant ;}mczzces

Cur routing trade promotion efforts also
constitute a type of advocacy. Such aclivities
as trade fairs that display U.S. products, wrade
missions that help U.S, firms to find business
partners, and the export counseling that the
Depanment of Commerce and other govern-
ment agencies provide all advance the f(}mgn
purchase of our goods and services. :

Today, bowever, I want to discuss
advocacy with &;ﬁadai reference 1o those
activities with the bighest profile - thoge
instances when the Administration pruts
its full weiglt bebind the efforts of US,
Jirms to win significant comtracts abroad.
In a world where dozens of countries are
opening their markets for the first time, and

. where competilion 10 get in on the ground

floor is fierce and often plaved withour clear

~ rules, this kind of advocacy is the most visible

and the most competitive, And it is the arema
irn which the Administeation has bmkm the
most new ground.

My focus will be on several issues:, wiy
such advocacy is important; bow it works,
where it has worked: the resuits we have
‘achieved: and some reflections on fiture
policies. !

' Sae Towgrd A National Export Strategy LLS, Jotis: U.8. BExperts, Repont 10 the Congress, September 30, 1993,
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Why Advecacy Is
Important

-

~ For the Clinton Administration, advocacy is
nOt just an acvity; it is aiso 2 pervasive
attitgde. Acdvocacy is not just & strategy of the
Department of Commerce, as might have been
the case in the past Administrations; it i als¢ a
pz’eeccupan{}ﬂ zhroughaut the administra-
Cuon.- >
Here's why Aadvocacy is important,

U.8. Jobs and Qur

Reason #1:
Standard of Living
First, and foremost, advg;czay an behalf of

deals which produce 1.5, exports is imporan:
to creating jobs and raising-our 5:33{%3;‘{% m
living. .

The 1mportance of axport.s to ous ecouorm
can no longer be disputed {s¢e Ct}an . Over

" lower than that for manufactured goeds. but

in the same range.

And these are ‘zzgh&r pav:ng jobs, The
Deparument of Commerce estimates that the
wages paid to U5 workers in' export-oriented”
manufacturing industries are ar least 13 per-
cent higher than the average wage paid in the
U.S. manufactering sector. and much higher if
compared 1o average wages in the economy
as a whole. - Other respectable sourdes have

put the figure at 17 percent higher.

Reason #2:' . Balance-of-Payments
Pressures

The sefoné poini 10 make about the
importance of advocacy is that we will neec a.
sustained sxport drive 1o offsel ever-increasing
impos. America has Decome much more -
competitive over these past several years’
But'so have many athcr countries, The
Chinas, the Brazils, the Mexicos, and the South
Kaoreas will be enormous. markets for us; o be
sure, but they will also be supplying an

‘the last seven . 3 increasing
years, US. ' ’ nortion of the
exports of - . Charty ' goods and
g{:}{}d& and i.; . JOBS SUPPORTED BY services we

| services GOO0S & SERVICES EXPORTS use. In the

Millians of Jabg

accounted for

cases of Japan

12

over one-third

of our eco-

. NOMC growtn,
- Exportrelated

and Germany,
it has become
. fashionable 10

“geride their
_jobs grew _ability to
eight times remain fieres
faster.than COMPEIOTS,
o] employ- “This is a grave
ment. Exports 1986 1987 1988 1383  e80 1361 1mez | I(mstake as.
made an - : : : -their industries
especially Source: 4.5, Degartmant of Lotymerse are now
significant . restructuring
contribution themselvés under the pressure {32 the sky-high

to the manufacturing sector, accousing fcr
almost all the net job gwmh
Al the datz indicate that somewhere
| berween 13,000 20d 20,000 7.5, workers are
supported by each billion dollars worth of
manufzcrured goods we export, That is, new
jobs were either created or old ones saved.
The figure for services exports is somewhar

* See The Nationat Export Strategy, Second Annual Repart 1 the Congrass, Oswoer 5, 1994,

ven and mark..

We are heartened by the praospects of
these next few vears. Economic recovery in
Europe and Japan, strong growth in Asig, the
continued openings of markets in Latin -
America — they all bode well for US. exports,
which could increase by 11 percent next year,
compared 1o 8 percent in 1994 (see Chant 23

-

* See Compsting o Win in a Global Eeanomy, Report io the United States Congrass, September 21, 1994,
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Bittions of Dollars

U.S. EXPORT GROWTH: TRAJECTORY .
IS NOW SHARPLY INCREASED*
incremental Gain of Nearly $200 Billion

reduction. but we all xnow it
will ke time. There 15, ’
therefore, 4 high prémium on
aggressive export promaotion,
of which advocacy is 3 key -

1,400 : element. -
‘ . 1985 Projestion of Reason ¥#3: Sky-High :

1,000 - : 9.5% per yagr Commercial .

300 - ' ' Stakes

S -

, 880 B 1990-84 growth Third, the siakes in the
4001~ , rate of 8.7% kind of adyocacy effons I'm

200 P : wlking about are high — ve,z*v
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50 %2 84 ©6 98 2009
Bowrce: imsmational Trade Adminisiration, U5, Depaniment of Commarsa

“high
The world has chmged
dramatically over the past few

Some Adrainistration forecasts show
expants growing three times faster than any
other component of US. natonal income over
the next gdecade, and the share of US..GOP
and employment attributable 10 expornts climbs
each year (see Charnt 3).

But the fact is projected export growth will
not be enough. In 1994, the U.S. rade deficit
- the difference in value berween the gootis

and services we imporned and what we ex«
" ported — is estimated 10 have reached $111
billion. in 1993, even before
the Mexican peso crisis, we

 glectric power generation - is a key bottle-

vears. Capitalism {s the rage
just about evervwhere, Bat there is ais0 4n
2merging recognition that infrastraciure —
toads, ports, airports, phone systems, and
neck in growth and development. and there is
4 huge demand for infrastruciure building in
those nontraditional markets with enormous
gmm%z potential inte the twenry-first century.

The Asian ﬁeveiopmerz{ Bank, for ex-
ample, has estimated that approximately §1
willion wouid be spent on infrastructure

Swere anticipating that at best ot
our trade deficit would stabilize
or siightly ihcrease. despite

' SHARE OF U.S. GDP AND EMPLOYMEN"J‘
SUPPORTED BY GOODS & SEHVICI‘ES EXPORTS

Chart 3

SUONGEr SCOnNOMIC growih in Peroent

REurope and Japan. The peso ° XS

crisis will undoubnedly increase

the deficit. The Asian deficits, | 10

in particular, are chronic and ‘

wortisome {s¢e Chart 4 on nexy 8

page). We have seen a deteric-

ration of our trading position in 6 H
& broad range of industries (see

Chast 3 on the next page). : a il

Moreover, the TS, 'share of
©oworid manufactured goods

MR Shsre of OP

st

‘M‘

Ty et
B3R

e

A

_ " 1989
\Soums: {48, Deparment of Commerns

1487

trade is below its 1981 level -
* (see Chant 6 on page 3.

- As the world’s most open economy and as
a nation thay consumes and spends more than
it invests, our prospects are [or continued large
wrade deficits for vears 1o come. Parnt of the
solution must be continued budget deficit,

-

develepment.in the Asian region by the year
2000. A recem Business Week article con-
uined an estimate of a $1.9 uillion expendi-
mre on mfrasmzr:aure in Asia during tne same
period. :

+
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In the next seven years, the governments
within the Chinese Economic Area (Hong

Kong, Taiwan, and China) plan to 'spend

approximately $360 bitlion on infrastructure.
redated equipment, chnolOgies, and exper-

billion over the next decade — or 330 billion
"2 year i bidding for intemational contracis
The pcss;bll ties inCentral Europe, the
former Soviet Union. and in' the Middle East
are significant, too,

® inthe Last § Yoears, the '
11.8. Deficit With Asia
Represented 96% of the
Totai.

, ,

. @ The Bilateral Deficit
. With Japan and China

Represents two-thirds
‘of the Total Deficit and
70% of the befmit With
Asia.

Chart 4
U.8. TRADE DEFICIT IN GOORS
Asiun Portion Is f:msaaat:y Largest

Billlang of naiiafs

P T
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tise, These demands are particularly intense

"in areas n which U.S, firms are strong cdme
. petitors - power generation, oil and gas. air
" and surface transporiation, telecommunica-

rions. and environmental technologies.

in indonesia, the government plans ©
spend over $113 billion on m.fraszmcgure in
the new decade. ’ '

' In lLatn America, the mﬁz -Up demami
from the deep recession of the 1980s is enor-
mous. Recent reparts by the Economist

Intelligence Unit and the World Bank indicate

thar the demand for investnent in‘infrastnic-

_ure in Latin America could approach $500

.. Mor should we forget about Western
. Europe, where the infrastructure for telecome

* munications 18 being rapidly upgraded; where .

markets for new power generation will reach
at least $40-50 billion in the aext decade. and
where new transporation nerwarks and,
énvironmental rechnology are being added all
the time. And Japan, too, is important. For

: example Tokyo estimates that aver 31 wrillion
will be invested in information technolo gy

' zm:aszmcmm in the next éecadc

It is important that U.S. companies get the
share of this enormous market 1o which the
quality of their goods and services should

Charts . . .
. CQ&%&GO!’!‘Y BALANCES' ‘ L
(1991, 1954, Bililons of Dollars) ® Consumer Goods
. ) : and Autos Have Led
60 | Commodity Trade
a0+ Balances Deteriaration,
ap Lo But Surplus in Capital
X 0 £} Gouods Has Also
Dectlined.” . ‘
20 - .
48
.ee -
£0 - TR1aet  Ness.
~400 \ :
Sounce: LS. Department of Commene

\- . \l




entitle ther. Ii is also viwl that our firms ge:
in early and first, so that they can gain the
critical experience of being in on the ground
floor, understanding the foreign marker, and
buiiding the all-imponant relationships with
customers and government officials that will
allow them to win other projects. Nothing so
drove home this lesson 1o many of us last vear
a8 the competition to build the first metro in
China in swhich Amernican fisms lost 1o their

bulk of significant deals in the Big Emerging
Markets. ’

it would be nafve to think that competing
foreign firms can win withour supporn from
their governmenss. In fact, the absence of

demonstrated interest on the part of a *home”

government in & project that its firms are
bidding on is & disadvantage when every
other government is is there fighting for its
companies.

Chart & ‘
WORLD MARKEY SHARE ® .8, Share of Worid
15 ‘ Trade Below 1981
‘ Level,
14
13 i
12
14
1ot .
] sl

1904 Aty sew maumoled

138&8&8253348586378889%91929394

Sovrce: UG OWM&CWMMHWW

German counterpart. It is possible that our
rivals will nows have the inside track in all the
subways in China — where there is likely 1o
be more systems built in the next two decades
than in all of Europe and Nonh Amenica
combined.

Governments Award

Reason #4:
: Contracts

It would be 2 great advantage to U.S. firms
if all the contracts abroad were awarded by
ment 2ionz.  But we all Roow this is oo the
case. In the Big Emerging Markets {Ching,
India, Brazil, #1¢.), selection of the winzing -
bid is made with heavy invoivement by host
governments — overtly ang betind the

scenes. This is almost always the case of large

infrastructure. and in the big proiects whete
governments are selling governmentowned
. companies to the private sector. Together,
these two kinds of transactions ¢onstitute the

What cheice, therefore, does our gOVErn-
ment have but 1o play the game, and play it

~ hare?

Reason #5: Bmml Government-
Supported interna tionaf
Competition

18t me say some more abcam the kind of
competition we face.

We dor nion fear fair mmpeﬁzm “In fact,
we welcoms ¥, Bur we should recognize the
pressure that governments are under 1 sup-

port their exponters and caplure market share, |

the cozy relationship in many foreign coun-
tries between public and private sectors, and
the highly aggressive export promotion roie
that foreign governments have been playing
for vears.

Let's lock at the way cther governments

_are actively heiping their firms 10 compete:

WA



Presidential and ministe-
rial trade missions and in-
terventions' bave played a
_major role in international
competition.

Prior 1o President Clinton and Secretary’
Brown lending their supporn for Amernjcan
augralt prodducers vn 3 Saudi national aidines
contract for 38 billion worth of aircraft, the
European panners involved in the Airbus
consortium sent seven secrelznale or ministe-
rial-lovel missions 1o Savdi Arabia 10 advocate
on behalf of their company and made count-
legs arher high-level Conads.

When Secretary Brown was in Bmzﬁ
pressing on behalf of Americans for 3 $1.4
billion Amazon basin surveillance system
coniract, a French minister was on the ground
advocating just as hazd for the French com-
petor, ¢

When I was in India last November, |
preparing for Secretary Brown's recent trip w
India, the United Kingdom trade
minisier arrived on the :

. =

. Affairs, the Ministrv of Trade, and by tor*ner -

Prime Minister Thatcher. .
See Chart 7 for an illustrative Eisting of
such'trade missions by our competitors

Foreign aid is being used in
commercial competition..

One of Japan’s primary competitive tools is
massive foreign aid. In the 1990s. Japan's ajd
level will be equal to the lending of the World

‘Bank. Japan argues that for 90 percent of this,

there is no guid pro guo in the form of obliga-
tions on the pan of the recipient 1o buy -
Japanese products. But frankly it is hard o
ell, because the system of awarding-such aid
is not clear to most people outside the Japa-
nese Government. What we do know is that
American firms, highly competitive though
they are, receive less than 3 percent of this
“untied” aid. -

Japan's Official Development Assistance
now has surpassed the World'Bank and the
Asian Development Bankie become the

Concorde with 100 British
business executives. in fact, a

broad array of British officials, Courtry

including parliamentarians, Gurmary

incdustrialists, heads of chambers ’ "
of commerce. the Roval Family,

" and the Prime Minister. have -
been covering India for the past :
12 months, Direct intervention  «
by the Prime Minister on behalf

of Briish companies involved in S
" specific bids is not unusual,
By ieadmg 3 trade mission Y

to China, Chancelior Helmut
. Kohl helped German businesses

E. Gomenisxion

Source: US Departmant of Camimerns

Chart 7
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secure Coniracts worth approxi- -
mately $2.6 billion. Of course, Germany is not .
e only nation which has sent prime ministe-
rial trade missions 1o China; so has Canada,
france, the United Kingdom, and Singapore.
Brazil is another example, [n 1994, Secre-
tary Brown led a Presidential Business I}e&e*
opment Mission 1o Brazil. W‘zhm a six-month
pericd, however, London sent four ministerial
delegations — led successively by the Trea-
sury Depantmen, the Ministry of Foreign

[y

fargest donor of aid to China. We, of course,
provide no aid to China.”
Japan spends about $2 billien anaually in

- Indonesia. . Qur 2id is around $100 millioa.

Most of Japan's.aid goes o suppor‘t Japa~
nese trade and investment, '

All this must be seen in the context of
dwindling 7.8. aid, aimed almast enrirely at

- noncommercial objectves. haif of which goes

1o Egypt and Israel.




Often U.S. companies are
actually compeling against
Sforeign government-owned
enterprises that are finan-
cially supported by. their
government parents,

?Qrmgn competitors for air and rail rans-
ponation procts include Aeroport de Paris,
the French Government conirolled airport .
+ authority, SOFRETU, the French Government's
transit exporn agency; SOFRERALL, the French
" railroad engineering endry; Flughaven Frank-
furt, the Frankfun airport authority; and
Transmark, the British naticnal mlr{}ads
overseas consulting arm.
In telecommunications, we.face many
competitors that are fully or majority owned
by foreign govemnments, including France
Telecom, Deussche Bundespost (Germany),
and NTT (Japan). ‘ T
A UNGUE COMPeEUor i WIS, anspoa-
ton, and infrastdicrure projects is NEDECO of
the Netherlands, a consontium of ten of
Holland's consulting

Aamong the major industrialized countrigs,
the United States ranks last (as a proportion of
GDP} in expenditures for eXport promouon
programs {se¢ Charts 82. 8b, and 8¢). As a
percentage of exports, the United States also
provides less financial assistance than any of

- gur major competiiors — which often use ted

aid and below-market financing to ensure that
their industries win the big overseas deals.

We also lag significantly behind our
competitors in terms of export promotion
sisffing levels. Relative to GDP. France has
eleven' times as many export promotion stafl
worldwide as the United States, the United
Kingdom has over seven umes a5 many, and
Germany has four times as many.

Focusing on the world's top 14 markets,
the picture that emerges is equally disturbing.
In these markets, we estimate that Germany
places nearly five times as many staff per §1
billicn of GDP as the United States, and
French saffing levels are three and a half
umes larger than ours in relative terms, We
believe that Japan, despite its claims & the
COntrary. Maintaing an acUve eXport promotion

organizations with special
links to the Dutch minis-

wies, including the ability
1o draw on government

staff through government Billions of Dollars

Financlai Assistance to txporters, 1883
. U.8. Government Welp is Among the Loweﬁt

Chart 8a
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representatives on its
board.

‘ These and many
other so calied parastatal
COMPRULArS receive
financiai supporn from
their parents ro spend
lavishiy on bid prepara- 0
1on <ost and representa-
live expenses. Their
financing cosis are low,
because theilr rich parenis

Japan

Gommerna,

B o Credits and Peasibiity Stutties
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tuminass is axcluded,
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cannot o broke.

i

Foreign governments are.
devoting more resources to
international commercial
competition on the ground
than we are, enabling their
exporters to capture in-
creasing market shares.

presence in these key markets vis its JETRO
ard MITT offices as well as tirough trade
associations that work in close cooperation

" with the Japanese govemment, ‘

To iflusirate, consider the Chinese and
Brazilian markets. In all of China, we have 11
foreign commercial service officers, hardly
ensugh 10 cover Guangdong Province and the
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“Chart 8b
1994 Non-Flnancmg Export Promotion Budget
as a Proporation of GDP
(lnc!udes Advocacy, Counseling, Market/fndustry Research
and Trade Events)

Budget per $1,000 of GDP

o
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' UK France Japan*

" *Figures are difficutt 10 interpret becausa the Govamment of Japan mainiains that

+  its non-financing trade promobon activities ara devoted 10 imparnt promobon into
Japan. {TA batieves, in fact, that thara is substantal support for expor promoton
that is supplemented by industry associations with ¢iose ties to the govemment.
Sourca: IMF intemational Financial Statistics (4/95), and estmates by Deparnment
of Commercs Overseas Cffices. Estimates ara for Nen-A gricuttural Expon

_ Germany

United States

'Some examples: the -
Singapore Government is
building industrial communi-
ties in China, where '
Singaporean firms wil] be
located. _

In India, a Japanese
industrial town, incorporat-
ing all infrastructure basics
(power, water, sewage
treatment. and telecommuni-

‘cations) is being set up bv

Japanese firms.
In Indonesia. the
Japanese and Koreans are

- each organizing consortiums

in which their big firmsare

Promotion.

rest of southern China, the highest growth
region in China. Germany, a country one-
third our size, is able to harness its entire
chamber of commerce.in China as an orga-
nized governmeni-industry partnership for
.coordinating export promotion. France and
Canada each have more officers than we do.
Japan and Germany carry out high-profile
trade events and other means of suppon for
their private sectors through well-staffed and
-funded, quasi-private trade promotion organi-
zations which far surpass our efforts. Each -
also provides considerabie official develop-
ment assistance (o sUpport exporters.

In Brazil, the biggest market in South
America — accounting for nearty half the
continent’s population. half its GDP, and half

- of its landmass — we estimate that 80 percent
of the French mission is directly engaged in
‘commercial activities, compared to roughly 10
percent for the United States. There, 100, the
German Chamber of Commerce is Bonn's
agent employmg German civil servants and
receiving tax benefits to fund irade promotion

_activities. , .

Foreign governments are
partnering with their firms
in innovative ways that are
bard for America to match,
given our . traditional
“arm’s length” relationship
between business and gov-
ernment. : '

bringing along their tradi-
tional smaller suppliers. The

invisible hand of the two governments is part

of their packages. = . ‘
We are not even close to doing.the same
for U.S. firms.

One of the standard com-
petitive tactics we see is

. foreign governments detail-
ing personnel to an agency
of anotber foreign govern-
ment as “advisors.” These
advisers then act to influ-
ence procurements for
their countries’ businesses.

‘.

In Mexico alone, Germany has commitied

$3.5 million in 1994'to promote the exports of °

its environmental technologies. In the past
few years, the Germans have spent a total of
$8.8 million for technical assistance, including
24 technical experts assigned to the offices of
the Mexico City Metropolitan Commission for
Environmental Protection and other key
government agencies. When the specifica-
tions for Mexico's environmental equipment
are drawn up, who will be surprised if they ’
are tailored for German suppliers?

Foreign governments often
engage in questionable
business practices. -

| .
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For months our ambassador © Indiz had been
pushing hard w0 get the guarantees.” On her

_impornant irip late iast vear, ﬁnezgy Secretary
OrLeary moved the process along. Finally,
Secretary Brown, ravelling with a Presidendal
Business Development Mission comprised of .
26 CEOs and a senior interagency team, gave
the deals the final push.

A lot of competition is not above board. A
discussion of foreign competitors’ practives
would be divorced from reality & i did not

" include a recognition that tactics more "qgues-
tionable” than those just mentioned are a par
of everyday competition for major projects
overseas. These practices include bribery.
American firms are prohibited by siningent
laws and crisninal penalties from any form of
illcit payments, but some of our rivals give ax
bresks for “fees” which are of dubious charac
ter.

The Need to Make Trade
Puolicy Less Abstract

Meason #7:

Trade agreements ire a
crucial element of US..
wade policy. But wrade
agreements, without real
apportunities and angibte

. Chart 8¢ '
1994 Domestic and Foreign Personnel Engaged
in Export Promotion as a Percent of GDP

. Staff per § Billion of GDP results, are mere absirag-
4 3% ‘ tions — 2and threatening
"3 abstractions at that. in the
2 minds of many Americans. ’
1 Advocacy is where *
o trade rhetoric becomes

trade reality. It is tangible:
dollars, jobs, and market
share. Every successiul

France UK Germany™ Uniled States  Japan*
*Figures arg difficult to intarpret becauss fie Goverrmant of Japan maimaing Hist
its non-financing rada aromotion pArscnrl @7 Hevels 10 Mpos Hromoion sita
Japan, ITA batiaves, in fact, that tars is Subatanial SURort 10 xpO IomoHos

that is supplemented by industry associationg with ciuse ties © tha govarmsmant
*Gamnan igures are also likely to be undarstated since tha Geman Govemment
ukes Gernan Chambers of Commarde arounts the word o promote its axporns.
Source: IMF intematonal Financial Statstos (#95), and asr.rmates by Department

o Lintranerce Overseas Offices,

advocacy project dlustrazes
the promise of new markers'
in the most compelling way
passible and, ar the same

. time, generstes real returns

I

Reason #5: Many Projects Are .
« . Stalied Because of Host
’ Go vemmanr i:mr; tion

. In many cases, forexgn nos: govemmems
are blocking 1.5, firms’ access 10 the market
because of extensive bureaucratic red-tape
and inaction. Al such fimes, 2 nudge by Uncle
Sam can often help. A high-level visit from a
U.S. official cun ‘often be an acton-forcing
evert which moves the transacion along.

For example, on his recent wip 1o Indiz,
Secretary Brown was abie © break several’
logiams which were holding up the awarding
of contracts 1o U.S. energy frms. In fact, these
firms had the inside track on various deals

already. But they needed certain guarantees
from the.Indian Government — guarantees
~which had been promised but not detivered.

#

for the entire country.
~ Advocacy tuns market access promises
into true market access. There are plenty of
markets where domestic law, or 1ade agree-

, ments, promise openness but reality has

proved somewhat different. Through advo-
cacy, we Can 1est marker openness by insigting
that U.8. compardes - ofien the industy,

innovation, and productivity leaders - be

given g fair shake. And when that doesn’t
happen, when doors remain shut 0 compet

‘ + y B N I . i
tive U.S, firms, we can point out the injusice

and demand that the barriers be removed.

- When we're successful — when the doors”

open- aad the deal is-stroch theq the marker

‘access is real, and other campzm&s can follow

the newly blazed wail

AdvoCacy is export pwmcxzc}a - one deal -
at a time. In the past, US, export promotion
primarily took the form of broad encourage.
ments to buy American products and services.
This is still true. But we need more, With
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" are being well spent,

. arournd,

E

advocacy, the focus. is on specific deals as

well — and with thas focus comes the knowls

edge of whether our efforts are beariag fnait”
whether precious U5, Government resources
and. of course, by
showeasing keading UL S. companies, US,
practices, andd 1.5, quality, we are conducting
the best advenising mmsazgn imaginable for

“buying Amencan”.

- Advocacy is cost-effective trade. p;)lx(:}*,

© Taxpayers are accustomed [0 seeing tax

dollars disappear into the great well of gov-

ernment. Money spent on advocacy is differ-

ent — it offers a ¢lear return on taxpayer
investment. The international Trade Adminis-
tration (ITA) costs taxpayers iust over 3236
miflion a yedr for expont promotion services
But in 1994, ITA-Jled advocacy has played a
Kevrole in over $40 billion in deals signed
with over 320 billion in U.S. export content.
That i3 3 return on investment any investor
ould be proud of.

+ Of course. many other governmenl agen-
cies had 2 hand in those successes, and
government involvemen: was only one of
many factors. But companies involved will
westify that without the role of the U8, Ghv-
ermnmernit, those deals would have collapsed, or
gone unfinanced; or suffered costdy detays,

" Workers and business owners alike ought ©

view advocacy as one of the best bargains

. frade weakens,

Successful advocacy is also a crtical
underpinning of American support for an
open irade policy. The public ~ with goad
ceason -~ is suspicious of grand market-

" opening iniuarives whose benefits appear |
- intangible but whose guid pro gueo threats 1o

our own markets seem 2l too real. When the
public perceives that we give up more than

we get in trade negoriations, support for open
Advocacy gives the American
people something they can relate to: specific

. deals. spevific exports, specific jobs.

. Let me resfterate that where the market
mechanism is working, where bidding is.

‘ open and transparemni, where bost and

bome governments are pot involved, there

‘is no need for U.S. Government advocacy.

We never intervene where therve is no
reguest from tbe U5, company. If the
company is satisfled that the playing field

*

is level 8o are we. Even ing circumstances .

where we are asked to infervene, we bave

" to sarisfy ourselves that our companies

are being truly disadvantaged by the
intervention of other goverwments, includ-
ing thelr failure to remove egregmus
trade barmrs. :




'How Advocacy
Works

Let’s turn 1o hmw the sysiem acmally
Gperates, :

~ Advocacy Network

As part of the National Export Suategy, we
have created an Advocacy Nerwork composed
" of representatives from each of the 19 U3,
Government agencies that have a role in

~export trade promotion. The network meets
at least every month and is chaired by,an
Assistant Secretary of Commerce in the Inter-
national Trade Administration. Members of
the advacacy Metwork are able 10 reach the
highest levals of their agencies for quick
response o sdvocacy reguests from American
business. The mandate of the Advocacy
Network includes the following:

Strategic Planning: This interagency
group is a forum that keeps the docket for all
the projects we are considering. At these
sessions we ¢an discuss how (o react 1o an |
emergency situation, but' we can also ask
agencies to keep an eye on profects with 1
longer gestation perdod. Al imes, other pans
of the U5, Government are-brought into the
network process — for example, the Nuciear
Regulatory Comemission for nuclear power
", projects, or NASA for satellite projects.

Information Gathering: Gathering
accurate and up-to-date information on
projects is, of course, critical. We rety heavily
on the (1.8, aad Foreign Commercial Service
(US&FCS), But we are 2lsg helped by the

" ability 1o draw from the numerous other
sourees in all 19 Advocacy Nerwork agencies.
For example, the Federal Aviation Administra-
tion at the Department of Transporation
regularly interacts with aviation authorities
around the globe. This provides a valuable
source of information on aerospace infrastruc-
tare projects. The principal supplements 1
Department of Commerce sources are those
provided by the State Depantment, and the
financing agencies — Ex-Im, OPIC, and TDA.

Project Vetting: One of the major
functions of ihe Advocacy Network is 1o assist

in the determination of whether it is appropn-

ate 1o advocate on a particular project —
particularly those that may raise foreign policy
and environmental or worker's rights ques-
tons. Where Ex-Im or OPIC fimancing is
involved, we do not provide advocacy if the
project is outside the agencies’ guidelines on
these specific issues. Even where a project is
within the guidelines, the views of other
Advocacy Network members, such as the
Environmentzl Protection Agency and the
Deparument of Labor, are often invaluable In
determining whether advocacy is appropriate
for a particelar profect. As vou can imagine,
many other policy issues can arise when we

- consider whether 10 support a particular

project. We may have 2 guestion about
whether 1¢ bac:k a nuclear power project. for

‘example. There may be an issue relating

the appropriateness of any commercial actvicy
in a counuy where we have serious foreign
policy problems. Through the network, we
have an interagency sounding board. If a
partcular policy issue is highly sensiuve o
controversial, we will kick it up 1o the Na-
tioral Eeonomic Council or the National
Securiry Council.

- Financing: The ability o finance 1.8
exports is an obvious key o US. success in
gaining business abroad. [ will discuss par-
tenlar aspects of U8, financing agencies in 4
moment, but let me point out the remendous
advaniage we achieve by bringing wogether

through the Advocacy Network representatives

of Ex-Irn, OPIC, TDA, and the Depanument &of
the Trezsury 10 work on particular fnancing
issues, For the first ume, we have crgared 2
forum where programs of these agencies ¢an
be used.to supplement one another 1o the
benefit of American business and American
workers.

For exampie, Ex-Im financing of the
expon content of a project has on several
occasions been supplementary 1o OFIC guar
antees Or insurance on the invesuynent porion;

‘One example is the Dabhol power projedt in

India where Ex-im is providing limited re-
course financing, and OPIC has'signed an |
agreement 1o provide $100 million in all-risk
guarantees of debt financing and $200 mithon
of political risk insurance for equity and debx

i1’
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fz’zancng in some of these mses the feasibil-
ity studies for the project were ‘initially fi-
nanced by TDA. Agencies of cther govern-
ments have long worked rogether on financing
packages. Now, through the Advocacy Net
work, for the first time, we do wo.

Performance Measuares: The Advo. -
cacy. Network has alse been active in formu-
lating the performange measures necessary
zssess the scope and direction of our 34vo-
cacy effan, Typical quantitative measures
include the expon content of Conracts se-
cured and the number of jobs supponed by
those exports. Data are gathered 1o help the
Administration continually evaluate its effons.
A summenary of this information is included in

- annual reports © Congress on the National
‘Export Strategy. ) ' \

Advocacy Center

_ The Clinwn Administration isn't the first to,
hetp US. companies, of course. [t is the first,
however, o mount such an aggressive and

SYStemmatic expon promotion strategy and w©

infuse the entire cabinet with such consecious-
ness for the need o do commercial banle in
this fiercely competitive global markerplace.
When the Administration first stanied to
look 4t an export strategy, one of the glaring
deficiencies was the fack of a "nerve center”
for this activity.  Advoczcy tended to be rather
ad boc, There were several different agencies
involved, including the White House, But
nowhers was the process institutionalized and
conducted as an ongoing function. Disparate
offices were unconnected both phys;&aﬁy ‘and

Cin terms of COMmMmMuUnIcation.

There was no repository of data and no
institutional memory so that the government’
might lears from'its experience or measure

" resuils.

There was no sense of the need to have
the capacity 1o mobilize resources for the

"angoing batle,

There was no dedicated cadre of people

~whaose sole purpose Was high-imerzsizy advo-

Cacy . 1
"5’0 address these pmblems last vear weg
setup 4 permanent “war room, whlch we &ail

~ the Advocacy Center.

pagment.

* FEREN

The center bas undergone quite 2 Wansi-
tion in the last vear. At first, it was just 2 few .
people crammed into 2 dim, goi'emmem
office.” As.the team became overwhelmed by
requests to handle multiple projects. and to

- prepare Secretary Brown and others for high-

ievel advocacy, mips. it expanded to a few
more people. still without adequate facilities.,
including computers and sofrware. Then, afier

‘the resounding success of several advocacy

efforts - examples of which | will give in a

" mnute - we ook the decision o make the

“war room” what it'shouid be, what it faust
be: a sizable operation. more akin to 1 Wall
Street trading floor than the office vou'd find
in 2 (ypical government building.

And that's just aboutr what we are now.
The new facility is located in the International
Trade Administration of the Commerce De-
We have expanded the team 10
around 20 people, and more are pianned.
The center is staffed panly by industry special-
ists, 50 that we can marshal the requisite’
expertise for specific deals. Itis ted into all
parts of the Commerce Depanment, including
ourindustry and country desks, foreign and
domestic commercial service, the Qffice of
Business Liaison, the General Counsel, the

£l

‘Technology ‘Administration, and the Bureau of

Expert Adrianistration. It is linked 1o all the
departments and agencies of the Advocacy
Network, with the same Assistant Secrerary of
Commerce having immediate oversight of both
the Advocacy Network and the Advocacy
Center. The Advocacy Center staff is.available
w assist all Advocacy Nerwork members with
their advocacy projects. t staffs the overseas
trade and investmernt missions led aat only by

Lommerce buc by Treasury, Energy, OPIC, and

other deparuments and agencies,

‘Here's how it works. A project £0mes in
from one source or another, 1t could be
through the Advecacy Netwaork. It could be
from » U8, ambassador abroad or a CEC who
has called Secretary Brown or another cabiner
officer. It could be an alert from Ken Brody ar
Ex-im or Ruth Harkin at OPIC. Ivcouid be
direct contact from a senior company official.

If we are going 1© move on the project —

. ity make representations abroad, to mobilize

government finance - we need two things.
First, we need a staffing capability 1o analyze
angd vet the request. Next, we need i sense of

¥
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deal zzz:zkmg urgency pwpomonal to the b High
stakes.
The Advocacy Cemer i8 ﬁeszgned w -

‘ supply both,

U.S, Ambassadors and Their
In-Country Teams ‘
X ’11’ the ‘Aiz:i‘i'ac‘&c",f Center ﬂ;::zy be called the

Administration’s advosacy command post, the
ambassadors and their staffs — including the

‘Foreign Commercial Service — are the from

lines. I have had the privilege of serving in
three administrations before this one, and in
gach case | spent some time in the State
Depantment. | can tell you one thing for sure:
never before have our ambassadors plaved so
skidtful and s0 aggz*éssive a role in commercial
affairs. 'In one embassy after another,
America’s business interests have risen 1o the
top of ambassadorial priorities, Indeed, our
top dipiomats are going head-to-head with
their for reign e*{:}z,zmerparts with enthusiasm’
and great energy,

Our advocacy gw;ecz.s are often initiated
by our embassies, which alert us o a tlooming
problem or competition. They may be the
first to know, because travelling .S, execy-

1

© tives routinely drop by 10 explain what's

going on with their proiects. Alternatively,

,many times CEOs will contact us directly in

Washingron. It doesn't marner how the project
initiaily comes 10 our antention, however,
since we are ali on the same team, and the
most critical issues quickly find their way @
the Advoosey Network and Center. And in
every case, before approaching a foreign

povernment, we will work out 2 strategy with

our ambassador on the spot, seeking advice
about who to approach and how. :

. The Foreign Commercial Service, which
reports bach 16 the ambassadors in the fieid
and 0 the Commerce Department, constituies
the ambassador's oops. They (oo have been:
doitig.a superd job, even though they are
badly underswffed in many of the critical -
posts whare our commercial nterests are
musm}ommg

© To lever;;ge our limited resources, we
have gore o greaz icngﬁ'ss 1O [ESIIUCTUTE how

the U.5. and Foreign Commercial Sérvice
operates, It used to be that there was a2 more
or less sirict demarcation berween the domes.
tic offices (1J.S. Expon Assistance Centers) and
{oreign offices. Now all of those offices w— 70
in the United States and an equal number

. abroad operate as a2 united and seamiess

giobal advocacy nerevork.*

 Financing Agencies

¥

iy 1
Qver the past vear, Ex-Im, QPIC, TDa,
and, most recently, the Small Business Acmin.
istration (SBA), have spearheaded Administra-
on efforts 1o develop a new, aggressive rade
finance strategy 10 help American firms com-
pete and win overseas. Together with the

Deparunent of Commerce, these agencies now -

el regularly on a senior level 1o discuss a
maore integrated approach 1 helping U8

_firms sell their goods and services abroad, We

cail'tis the National Export Strategy “Rump

Group,” and 1 have the pleasure of convening
it on behalf of Secretary Browa in his capacity
as chairman of the National Expor Suategy.

Because our major competitors often
provide concessionary financing for capital
projects ted o the purchase of that country's
goodds and services, we have had © become
increasingly aggressive in combating such
tactics. Qur goal is 1o see the tatal elimination
of this kind of competition, and we have been
_active in Urying o negotiate and moaitor
common rutes through the Organization for
Economic Cooperation arnxd Development |
{CECD).

But we have also reached two important
conclusions. One, untl thare is 3 real stand-
still on viclations of the rules, we will noy sit
by andd watch others win pivo] deals. And
seconclly, the best way to get others 10 abidle
by the ruies is 1o demonsirate that even { they
cheat, they won't win.

£x-lh has now &Sxablxsmd a Tied-Aid
Capital Projects Fund 10 counter and ultimately
eliminate the use of Iraéedlszonmg fmezgn
tied-aid credits. The fund, operaning with a
budget of $150 million, seeks 1o level the
international field for U.S. exponers.

Ex-Im does not use the Capital Projeats |

“ 1 repognition of the complete integralion of e domestic and ovarseas feles of the LS. and Farmga Commaroial Senvice,
v A8 nGw relernng i this organization as the Commercial Syrvesn of the Unied Stats.

-

¥
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Fund 1o initiate credits, but is prepared o

counter potential foreign ted-aid. Whenever
possible, Ex-Im seeks agreement among
governments of the QECD against providing. -
tied-aid financing for projects. If such agree-
ments are nos teached, Ex-Im provides export

" ers with an egrly indication of is w:ilmgrzes&

10 counter foreign offers. -

. The sirategy is already helping U8 com-
panies compere on 3 more even basis with
our major competitors, Over the past year,
Ex-lm announced its willingoess to march, if
necessary. foreign tied aid on major projects .
Among the ongoing competitions are contracts
for an airport, a hydropower project. and
medical equipment in China: locomotives,
airport equipment. and 4 telecommunications
system in Indonesia; and power plant emis.
sions scrubbers in Turkey.-

COPIC has also become more aggressive. It
has raised is project finance limifs from 330

million v §200 million per projecs. TPIC has

made capital available’for 2 variery of funeds
that take equity positions in projects, It bas
made up © S100,000 per project in assistande ©
for feasibitity/pre-investment studies of eavi-
ronmentsl investmen: projects in Asia,

Both Ex-Im and OPIC are moving rowards
the forefront of new ways & finance large
projects overseas, further enharncing the

prospect for our firms o compete.

& third type of financing ocours.through

- funding of feasibilicy studies. The main
operation here is TDA, into which we are
- consolidating all feasibility work. TDA en-
‘ables American businessés © become in-

volved in the early stage of planning infra-
structiire projects overseas. The studies
include advice to a host ¢country sbout the
availapility of appropriate U.S. £quipment and
services — advice that often leads to follow-
up conmracts for the feasibility study conwacmor
and 10 1.8, exports during the project’s imple-
menwation. Like Ex-Im and OPIC, TDA has
become more aggressive than ever.

all three agencies lead trade and invest-
ment missions of U.5. business leaders. and
under the National Export Strategy, all three,
agencies are working closely together o give
U.S. firms 2 powerful, vombined finanzing

-capability 10 compete abroad.

advczczcz

Presidential Business
Development Missions.

The Clinton Administration has given
special pricrity ©© what we call Presidential
Business Development Missions as 2 1ol of
These are not the usual trade .
gissions that have taken place in past Admin-
istrations. The preparation is much niore
extensive. The effort is much more intense.
The focus is on real deals. The follow.up is
comprehensive. and the results 1o date match
the effort.

I could illustrate these deal-making mis.

sions with reference 10 any one of several that
. Secretary Brown has taken — o the Middie

East, to South Africa. 1o Russia, 1o Brazil and
Argentina, andl to China. A very recent mis-

‘sion ravelled 1o India, 50 et me discuss that

ong. .
. The indian tap preparations began several
monihs in advance. From the beginning, we
identified some 50 projects in which US. firms
had zn interest. Extensive information was
gathered from the embassy, through the
Advocacy Nerwaork, and from American com-
panies involved in India.

Early last vear, Energy Secretary O'leary
went o {ndia and mised the profile of U.S.
firms striving to win big energy contracts.

Last November, [ ook a small delegation

- froom the U8, Govemmefu 1c New Delhi,

Bangalore, and Bombay We spent 2 week
with 115, Embassy officials, Indian Govern.
ment leaders, and a large number of people in

Jsoth the U8, and Indian private sectors. On

this basis, we put together a more refined
analysis of the poasibilities — not just for

_ Secretary Brown's trip, but for projects the

Administration couid support over the nex:
fesr vears. ‘

When 1 returned from Indza the projects
on which we wanted to focus.underwent a
thorough Veming for all policy considerations.
That vening included both the embassy and
the zn:ezagemcy Advocacy Nerwork in Wash.
ington.

Secretary Brown's advocacy effonts during
his wip focused on two Kinds cz?‘ projects —
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those leading to the awarding of contracts and
ihose that we sull need w push along because
they needed more time.

In the event, the inip exceeded expecta- ‘
tons. Over §7 billion of ransactions was
announced, encompassing projecis in energy.
welecommunications, 2o pans, envirpnmens’
tal technology, and health care. |

Since our return from India, we have
remained single minded about follow-up. .

£

" 'Going into the trip. we were hoping for about

$3 billion in transaction signings, for example,

_but Secretary Brown's list included over 316

billion of advocacy, projects for the longer
term. Where there 15 3 “memorandum of
understanding” or a “leer of intent,” we are
laying the groundwork for the next stage
happen. ,\Where action stiil needs 1o tzke

place, we are keeping the project high on the -

radar screen. Qur ambassador and his team
continue (o push from their end. So will all

the cabinet aid subcabinet people who |,
iravelled to India.. .

' The follow.up 10 a Presidential Business
Development Mission often includes the
establishment of an ongoing commercial
forum where the two governments and their
private sectors can continue discussions on
irade and invesiment opportunities in Critical
secwors. In Ci:zz:za we established a Joint .
Commission on Commerce and Trade (o look

at everything from tslecommuonications 1o

environmenial projects. In india, we
launched the US.-lndia Comnmercial Alliance.
with panicularty heavy focus on US-India
business ties in key industrial sectors, and on
tie-ups for small- and medium-sized busi-
nesses from both countries.

The advecacy Center is the captain of the
follow-up team. The fullcoun press won't et
up. - .

Other Advocacy Téﬂls_

s

-

The advocacy eam in Washington and the
ambassadors in our embassies abroad are one

. team. When it is determined that a project is

worth fighting for, we have several aligrma-
tives in addition 1o those 1 have zlrﬁadv

- discussed.

 Advocacy Focus

+

In virally every case, our ambassador
will be asked 1o discuss the marner with senior
officials of the host government.

In manyv cases, cabinet officials like Secre.
tarv Brown will send a lenter to the key fore
eign government officials expressing the
Administration's strong views on the need for
an open and wansparent bidding process o if
the decisions are down {0 the wire, onthe -
nope that U8 firms are sericusly considered.

. Many times, such lerters are (oifowed up with

direct.phone calls from Washington, ofien with
personal visits either at subcabiner’ or cabinet
level, oo, We also take gvery oppoertunity 1o
push proiects of US. firms in the course of
deoing other business with foreign govern-
ments. For exarople, not long ago Secretary
Brown was a1 the headquaners of the Bure *

- pean Union in Brusseis on consultations abou

trade and relecommunications policy. While -
there he took the opportunity © meet with -
1op officials in the Belgian Government 1
suppert several American firms competing for
3 privatization project. The last time [ went o

Japan for trade negotiations under the “frame-

work,” | spent 8 good deal of time pressing on
behalf of U.§ firms biddmg on the E\iagazm .
Olympics. ., . .

4

>

We, of course, seek opporfunities 16
promaote US. sales and support American jobs

" wherever we find them throughout t}ze world

— without rigid, preconceived notions of
geography and sector. The key issue is that a-
1.8, fiem comes 10 us for help. the plaviag
field is not level because of another - _
govérnment's involvement, and the project is
important 10 the U.S. economy. Nevertheless,
‘glven scarce respurces and the need 1w build
expertise, we do need 2 ccmbmed geographi-

cat and zzz{ézzszry focus, '

OGur primary country focus is the Big

" Emerging Markets — the BEMs?

In Asia they are the Chinese Economic
Area (which includes China, Hong Kong, aad

. Taiwan), South Korea, Indonesia, and india; in
_ Africa ~- $outh Africa; in Central Europe —

Poland and Turkey; and in Latin Amerigd —
Mexico, Brazil, and Asgentina.

*

3 For a marg complgie explanation of me Big Emerging Marke? Suategy. 396 “Bij Frmanpag Markels: intarnational Commersiat
Policy tar the Twenty First Cantury. bednrg ihe Maw York Chamber of Commarnce and ine New York City Pammership, NY,NY.

Decembear 2 14964,

:
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" during the period 1990 -
- account for 31 villion in incremental {,5 &,

< ¥ N ) % - '
Our caleulations indicate that by the turn
of this century - less than five YEars away we
the ten BEMs as @ group will be importing

* morte from us than either Japan or the Euro-

pean Union (see Chart 9. By the vear 2010,
their impons could well exceed those from
both japan and Europe combined, In face,
2010, the BEMs could

H ' -

expons, | .
Our exports 1o the BEMs towlled $106

billion i 1992, approximately a quarter of our .

exporis. But while the ratio of Big Emerging
Market's GDP 16 the Indusirialized World's
GDF is 110 4 today, &t will be 110 2 in less
than 20 years. We expect that BEMs will more
than double their share of world impons, as
well, rising 10 nearly 27 percent by 2010. No

, ather. category of markert shews such dramatic
_growth potenaal.

In our in-depth studies <}f such BEMs as-
Indenesia, China. Argentna, and Brazil, we,
have formulated a vision of the areas where.
their imports are likely to be greatest Thm in

urn, leads to our sectoral focus,

Several clusiers of indusuies are hfgl'z on
the list, They include: © °

l Information technoiogy, inciuding
wlecommunications, computers, and
software;

W The rransportation industry, inclucing
“aviadon, automotive uade, and the
services and equipment nesded to
build madern rail systems and airports;
W Energy technology. especially for the
soaring demand for eleciric power:

B Health care technology, inchuding
advanced medical equipment, pharma.
ceuticals, biotechnology, and hospial
management sevicesy

8 Financial services, including banking,
insurance, and the securties business,

As {n the BEM category itself, these "Big ’
Emerging Sectors™ are illustrative; they are not
our exclusive focus, and prorities may
change. We also have a great interest in
advanced materials, in the chemicalindustry,
and in industrial machinery, for exampie, all
of which could be added 1o the initial list,

Indeed, g sectorat focus should not be
equated with an-“industsal policy” of any

kind. It does not involve picking winners and
. losers, but rather it supports those industries
‘where we Rnow, without douty: that markess

abroad are expanding, where the United Hates
is already doing well bur could clearly do

. bener. A sectoral focus is driven by a careful

" assessment of market poten-

Chert &

U.$. EXPORTS TO BEMS, E;U AND JAPAN

tal in each BEM..

tex have a starting point {or

Billioris of Doliars
<58 :

200
150
100

50

our advocacy approach, ‘even
v if it is just that — a point of
- departure. ‘
Assisting Smali- and
Medium-Sized
Businesses

Sourge: infrmatocgl Traoe Admisisvating, U5, Depariment of Gommercs

Advocacy isn't just for the
big guys. We are deeply

B Environmental wechnology, including
pollution control equipment and
consuiting services;

£

committed o our ¢ffors -
zseyond the Fortune 500 companies.

In fact, the Gon's share of our human and
financial resgur¢es in trade promotion 4t the

i .‘

. it is, however, impontant -

.
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Commerce Depanment is devoted ¢ those
who can benefit most from federal govern-
ment assistance — small- and medlim-sized
comparies, Ttis true that high-intensity
advocacy makes the headlines, and it is also
understandable, [ believe, In addition. i i
imporant (o realize that there is e else that
whe government ¢an do for the Forune 500,
for they are generally far ahead of us in how
te desl in-the globa! market. Moreover. don’t
forget that wwhen a big {irms wins s big deal
overseas, the fortunes of many small- and
madium-sized suppliers — and the thousands

-of communities in which they reside — are

boosted, oo

But this 12 just part of the story, Most
small- and medium-sized firms don't ask for or
need high-intensity advacacy. They need
trade financing and working capital. They .
need markating advice. They need introdug-
tions to foreign decisionmakers,

‘Helping these small- and medium-sized
firms in this way constitutes most of what the
International Trade administration does.

Int our data bases of thousands of “success
stories,” over 90 percent of the cases involve
small- and medium-sized firms.

Abaut 80 percent of the budge: of the
US&FCS and nearty 60 percent of what we
spend on expon promotion in the Interna-
tional Trade Administration is aimed at help- -
ing smail- 2nd medium-sized businesses.
Virmually all the export promotion events

sponsored by the US&FCS are aimed at small-

and medium-sized firms - trade shows, trade
missions, €. |, _ -
To take ancther example, we have a Trade
Information Center that anyone ¢an call (1.
80C-USA-TRADE) for exporting help. In 1994,
we received over 57,000 calls. “J:'zezy~slx .
nercent were from small businesses, 35
percent of the calls were from representatives
of companies who employed less than 10
peopie. Direct suppor for these firms may
not always involve top cabinet officials, but
senior comrmercial officers in our embassies
around the worid, strongly supporied Dy their

. ambassadors. make representations on behalf

of gmail- and medium-sized U3, firms every-
day. Their efforts are muitiplied by others in
the Acministration from: State, Treasury,
Energy, aned Transportation «- Decause we are

keeping similar lists now, coordinating ag-
proaches, following up on one anomers )
effors, )

Moreover, every one ef the Presidential
Business Development Missions and, for that
matser, virtuallv all the more routine wade

missions, include executives from small and

medium-sized firms. A few sxamples the
CEO ofia company called Environmental
Remediation Technology. based in Clinton,
Mississippi and empioving five people, went

1 Russiz with Secretary Brown. The CEO and

owner of Systems Integrated, from Orange,
California and employing 30 people, went 1o
China. The CEQ of Brooks Sausage Company.
from Kenosha, Wisconsin {100-150 employ-
ees}, went on'the mission 1o South Africa,
Over 4 third of the business delegation o
India were mediurg-sized firms.

We also have programs argeted for mingr-
ity-pwned businesses. On the eve of the
NAFTA vote in December 1993, for example,
Secretary Brown led such a mission o Mexico,
In mid-February, one of our Assisaamt Secretar- |

. tes led a similar oip to Brazil, Qurnew -

Export Assistance Centers around the United
Stares are designed especialiy to service
smatter firms wishing to have government
help, They consolidate under one roof the
Aull services of all our export promation
agencies, including wrade financing, thereby
creaning 4 “one-stop” location. These cemers
are up and running in. Baltimore, Chicago, Los

umgeie& and.Miami. Eieven more are planned '

for 1995 in the following cities:  Atlania,
Baston, Cieveland, Dallas, Deover, Detrolt,
New Crleans, New York, Philadeiphia, statzie
and St Louis.

In addition, we are making a major sffon X
w link our federai efforts 1o state and local
expon promoton seevices where simall- and
medium-sized companies are more heavily -
involved. This is one of cur big goals for

1995, In early January, I met with an organi-

zation called.the New York City Partnership to
discuss how we can work more closely with
the City's export promotion agencies. We are
deepening such linkages with organizations in
California. We will mount many more eff{.}“zs
like this. :

ir several countries, we ‘have now estab-

Aished special U.S. Commmercial Certers outside

F
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~ ©." of the émbassies to provide a broader range of
export enhancing activities for U.S. firms,
particularly smaller ones that do not have -
foreign operations and support systems, and
_need information and marketing help. ‘Last
year, we opened U S. Commercial Centers in

/

- India and in all the other Big Emerging Mar-

, .
. [ .

. ’ * 3

. Sao0 Paulo and in J'akarta. We pl:in to establish

one in Shanghai this year, and eventually in -

kets. We have recently set up several similar
business centers throughout the former Soviet
Union. . ¢ T

. i [ ' .




- Examples of Advocacy

Efforts

Ler's turn now ¢ some specific examples
of our advocacy efforis, In what ¥ amn about
1o describe, however, there should be no
inference that sormehow the U.S. Govern-
ment itself wins deals or deserves credit
for the contracts. In every €ase, it is the
ULS, firm that has invesied the time and
rescurces. If a contract has been won, it is
because the firm had the best product, the
best price, or both. Bui as ! said before.
when the playving field is ardficially tilted
because foreign governments are weighing in,
it helps 1¢ have Uncle Sam on your side.

Brazil: The SIVAM Case

The Brazilians decided some time ago that
they needed a way 0 monitor what was
happening in the vast Amazon basin, “SIVAM®
is 2 Braziban acronym for the surveiliance
project, which consists of a mixed satellite/
aircraft/radar system that would allow Brazil-
ians 1o spot environmental degradadon (such
as destruction of sain forest); o be more
affective in drug imerdiction, and © serve
other land use planning pusposes,

Last spring, the project was offered for
international bids, and n the final round, the
bidders boiled down 10 a2 U.S! consortium lead
b Ravtheon and a Franch grodp tead by
Thompson CSE. The French were exuwemely
aggressive both through their embassy and
their offering of financing. They were close

" e very ClOSE - 10 Winning the deal.

In fate March 1983, T was down in Brazil
10 ook for opporunities to promote the US,
coarimercial interests and 1o lay the ground-
work for ¢ Presidential Business Developmeant
Mission which Secretary Brown would lead #
few months later. As 2 result of work puiled
together by the Advocacy, Network and the
Advocacy Center, we were armed with de-
wiled informartion on the SIVAM Project.
Working with the Embassy, I met with senior
Brazilian officials 1 tell them how imporant
the deal was 1o the United States, and 1 mex

with representatives of the U.S. firms involved.

Froen Brazil, [ called Ken Brody, Chairman of

Ex-imy, and Secrenry Brown 1o alert them o
the competition our companies were facing
and the very real prospect we would lose the
deal because of French aggressiveness.

Upon reniming to Washington, we contin-

.ued o monitor the praject untll Raytheon -

came in to see several agencies, saying they
had all but.lost the deal 1o the French, alleging
massive French Government Suppor, pointing
to the fact that the French companies invoived
were siaie-owned compantes, arl asking for -
all stops o be pufled our. At thar eleventh
hour. the Advocacy Network was called into
action, and we met every day, at 8:00 a.m., for
about rwvo weeks to plan and implement 2
strategy. | chaired the group. but reported to
Secretary Brown every afternoon o receive

guidance,

in rapid order. we were able w0 maice

"several things happen. First. the head of our

National Oueanic and Atmospheric Administra-
don coniacted his counterpan in Brazil (o say

how imponant the project was 10 the Adminis-
tration. His letter was followed by one from |

the Administrator of the Envitonmental Provece

tion Agency and by the head of NASA o their
counterpans in Brazit. Meanwhile: both Ex-im
and OPIC were examining financing alterna-
nves with the U8, consortium, and reporting
back to our group. TidA was preparing 3
proposal, too. Then Treasury contacted the
French Government and asked for information
regarding its financing offer. indormation
which was never received in a form that was
dear enough for us to be'sure e:x:actly whnt
they were offering. S0, in the heat of the
competition, Ex-Im had no choice but w @l
the Brazitians that it would match rhe Freach
Government's offer.. On top of that, President
Clirgon then sent a lener 10 the President of
Brazil, expressing suppon for the US, team,
 Secrewacy Brawn then wend o Brazil with a
group of U.S. chief execuuve officers, includ-
ing the chairman of Raytheon. Just as the
French had been doing for many months, the

"Secretary and his delegation pressed hard for

U5, wnterests. Nothing was decided while
they were there,

But when he returned, Brown was on the
phone vimually every day with Raytheon,
Brazilian officials, and Ken Brody of Ex-Im.
Cur embassy in Brasilia was working around
the ciock on the project. A few weaks tater,
Secretary Brown aand Raytheon were noufied

19
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awaiting acuon by Brazil's Senate.

i

ER

that the Brazilians decided in favor of the LS.
group. The result was that the Brazilians saw
that based on price and echnical quality, the

Raytheon offering was superior and awarded  ~

the corntract on that basis. The amount of
thay contract alone was $1.4 billion with a

'US. expor.content of approximately $700

million. The expor: content alone shoukd
suppon some 12.000 1o 13,000 higher paying
iabis in the United States. The contract is now

#

China: Multiple Projects and
McBDonneil Douglas

China is an impoaant case stucly, because
it illustrates how our advocacy system works
when i comes’'to a market with many
megaprolects, but one where the foreign

- compatition is exceptionally fieree, 100,

On September 7 last vear, Secretary
Brown concluded a Presidentiai Business
Development Mission to Beijing, Shanghal,
Guangzhou, and Hong Kong  Numerous
deals were concluded, aggregatng o ap- .
proximately 36 billion. Equally-imporant,
Brown was pushing for over 525 billion in
projects that could be awarded months, even
years, after the trip was over. Among the

“firms involved were Pitney Bowes, TRY,

Sprint, 1BM, Westinghouse, AES Corporation,

Entergy, General Electricand AT&T. It was,

without doubt. a highly successful mission,

?:mz the results were not ach ieved overni ight.
In fact, 1 led two preparamony wips

. Ching w identlfy projecis and uy 10 push

them along. In additon, in the spring of lagt
vear, the Chinese Minister for Trade, one of
the key Vice Premiers, and one of the most
important Chinese officials dealing with
science and technology, all visited the United
States, where several senior officials in the
Administration pressed hard on behalf of
specific dezls pending for U8 firms. For:
several moaths, our ambassador in Beljing
was pushing Chinese officials on these same

| projects.

In Washiﬁgzom there was heavy vetting of
the projects by the Advocacy Network. The
Advocacy Center was in full gear. - Secretary

Brown and his swaff were in constant commu-

nication with key American firms doing
business in China.

k3

When Brown arrived in China with 25
CEOs representing small, medium and large
companies and a high-powered intéragency
delegztion. there was no doubt in our minds,
or in the minds of rop Chinese officials what

"we were a%ter, We had done our homework,

- and we had worked closely with our Chinese

counterparnts so that they had focused on the
same pricrities we had. — -
Secretary Brown had a ¢lear mission. &
centerpiece of every discussion he had was
the deals sought by U.S. firms. " He brought
these up in big meetings and small. He wilked
details. These discussions 100k place with the
Presidert of Ching, the Prime Minister. two
Vice Premiers, and seversl ministers. Our

-ambassadar was {ollowing up oa the heels of

every discussion.
As [n the case of SIVAM. not evemhzrg
happened on the trip self, In fact, from the

- minute his plane returned to Washington,

Secretary Brown led an intensive push 1o close
some of the deals that were still open.

One of these was 2 major aircraft sale to
China by McDonnell Douglas, The firm had
an existing agreement with China to deliver 40
aircraft 1o the Chinese beginning in 1997 with

options that woukd allow for an additional 130-

planes by the end of the decade. The o8l
value of the 40 aircraft grogram excesded $1.2
billion. The contract could be worth as much
as 37 billion if all 170 planes are delivered.
However, Beijing wanted the planes built in
China,

Lagt November: months after the mission,
Chinese Vice Premier Ui Langing, with whom
Secretary Brown had long discussions on the
project in Beijing, came to Washington. While
fie was here, McDonnell Douglas signed a
Trunk Adrerafl Program Contract Amendmeng,
which modified the pre-existing agreement by
specifving that the firs 20 aireraft would be

produced in Long Beach, California instead of

China,

Indonesia: " Paiton Power Project

In late 1991, Indonesia announced plans ©

do what others in Asia had failed 10 dO —.
initiate an extensive private power program.
To achieve this goal, the government decided

10 invite foreign companies to bid on the firgt

privately financed build-own-transfer. power

&
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" plant in Paiton, East Java. The pr{);ee:z valued
ar over $2.6 billion, involved setting up a

wrnkey operation equal in generating capacity

w over 37 percent of java § current electrizal
supply.
. Dozens of comparies axpressed interest,
.bur in the ¢nd only two proposals were
submitted. The first was from a U.S. com-
pany. international Electric Incorporated (IED.
- The second was from an Indonesian consor-
tum, Bimantara, which had pannered with
Hopewell Group of Hong Kong. Hopewell.
owned by the billionaire industriglist Gordon’
Wu., was a hands-down favordite given the
depth of iz experience building large power
planis in Asia. However, within five weeks
afier submitting its joint proposal with
Bimantara, Hopewell dropped out. Bimnantara
ther z;;proacize:i KL about pmzzﬁrmg on the
bid.

The Indonesian Government, citing 2 need
for more competition, cailed for 3 second -
round of proposals. A U.5.-led consorium of
Mission Enesgy, General iilmzzc, and Mitsui
responded. With rwo bids i hand, the
Indonesian Government opeoed negotiations
with IEl. The negotiations, after six months of
. false starts, collapsed completely, paving the

way for Mission Energy w negonae in eamesz )

for the Paiton Project.

Over the next 12 mohths, the U.S. Govern-

ment moved o action to support Mission
Energy. The LS, Ambassador 10 Indonesia
wrote leners of support on behalf of Mission
Energy and sent Washington monthly updates
on how the Paiton Power Project talks were
progressing. When it looked like the negotia-
“dons might stall, our ambassador arranged for
the Indonesian Paiton Power Purchasing

Negotiating Team 16 visit Washingron in April

1993 o meet with setect U.S. Government
officials 2t the Deparnments of Commerce,
Energy, and State, and Ex-im Bank, Secretary
Brown, in bilateral meetings with key Indone-
sian Government officials, also raised US.
suppart for Mission Energy and sent advocacy
lenters of support w Key Indonesian ministers
involved in the project on Mission’s behall

In early 1994, 1 went to Indonesia with a~
small group from Commerce and pushed the
project with senior gavernment aff cials in

Jakara. In May 1994, Ex-Im Bank Chairman
Brody aiso visited Jakara 1o underscore our
cemplitment © the Paitern Project. and o |
encourage the Indonesian Government 10 ke
additional action on its economic e‘(pm}sr{m :
plans. All of these efforts were undertaken 1o
ensure that Mission had the suppor it nesded.

" In fact. Mission needed 1o fight hard to keep

its competitors at bay, for companies ke
Hopewell of Hong Kong and others were still
hoping they would find a way to get back in.
In the end, the rwo-and-a-half-year long
effort 1o suppon Mission Energy's bid paid off.
Secretary Brown. during his November 1994
visit [0 Jakarta. witnessed the signing of a’
memorandum of a2greement berween the
Indonesian Government and Mission Energy
10 supply $300 million of U.S. equipment and
services to the Paiton Project. Then, on April
21, Ex-Im Bank, OPIC. and the Japanese Ex-

‘im Bank. along with-several commercial
-lenders, were able 0 put together a financial

package that allowed Mission 10 meet an
Indonesian Government deadline 1o get the
project funded.  According 10 Mission ‘iirzergy
the total value of U.S. goods and services is
expecied o suppo 3,000 US. jobs.

Mexico: Environmental Projects

Not all the advocacy we do is 3o high
profile. And, as [ said before, moest of it
relates 1o non-Fortune 300 firms, The case of
environmental projects in Mexico is illustra-
tive, _

Following the signing of MAFTA and the,
Administration’s sirong commitment 1 prov’
tecting the environment, 2 key component of

our National Export Suategy became helping -

U.S: firms to penetrate the market for environ.
mental technology and services south of the
border. We established a special depury
assistant secretary for environmenial technolo-
gies exports in the Department of Commerce,
We did extensive market studies. We sent

senior officials 1o Mexico exmlore possabulp

ties for U8, firms.
The market for envirorumental proc’iur:ts in
Mexico is highly competitive with the Ger-

“ mans and Japanese focusing inteasely on

gaining market share and with considerable
support from both Bonn and Tokyo.

-
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" For the mosm part, the Adrmmstrauon s
" radvocacy tools in the environmental sector of
Mexico have consisted of working closely with
U.S. companies to providé marketing advice
and financing. The Advocacy Center is provid-
ing backup as necessary, but our embassies:
"and governmem financing agencies in Wash-
ington are bearing most of the load.
. And there have been some real successes.
In June 1994, United States Filter Corpora-
tion won a bid to invest $20 million in
Cuernavaca, Mexico to build the country’s first,
privately funded wastewater treatment plant. -
U.S. Filter will operate the plant for 13 years
and then tum over responsibility for the plant .
to Cuernavaca. This project was important for

two reasons: first, it represented the first major,

.5, environmental investment in Mexico since
the passage-of NAFTA; and second, it was the

first U.S. presence in-a market that will eventu-

ally build or upgrade more than 100 municipal

~wastewater treatment plants over the néxi five
years. These projects represent approximately
$770 million in potential business for U.5.
companies. :

In early summer 1994, Metalclad Corpora-
tion won a permit to build and operate
Mexico’s first integrated hazardous waste ’
treatment plant. The projected long-term value
of this investment is $100 million. This project
represents the first U.S. presence in a market

* that will implement approximately $1.4 billion
in hazardous waste management and treatment
projects in the next few years.

Thailand: Strategically Supporting
Contracts Which Can Lead to
Substantial U. S Exports

Sometxmes we push hard for engineering -
and design contracts which will lead 10 sub-
" -stantial U.S. sales in the future.

After months of review, the field of bidders
‘for the engineering design contract for -
‘Bangkok’s second international airport, requir-
irfg over §1 billion in construction, was re-
duced to two contestants — the U.S. consor-
tium of Murphy Jahn-Tams and the French
Government agency, Aeroport de Paris.. Both
bids were close in terms of technical merits

. etc. In-additon, the facility will be an interna-

and price.. However, the French Government
was enhancing Aeroport de Paris’s bid with
advocacy efforts such as offering soft loans for
project components and sponsoring a tap’ to
airport facilities in France for the decision-
makers. The French were expected 10 win the
deal. Therefore, U.S. Government advocacy
assistance became the ammunition needed 10 -
counteract the French efforts and level the
playing field. '

Officials at the U:S. Embassy recognized
the need for advocacy at the early stages of
the bidding. process and provided continuous
support through the ambassador and commer-
cial officers who met with and sent letters to
the Thai Prime Minister and other decision-

'makers. When advocacy became the needed

weapon for a U.S. win, the interagency Advo-
cacy Network kicked into high gear and
implemented strategic actions. An advocacy
team was established, including Ambassador
Lambertson and his commercial officers along
with the Departments of Commerce and State,
Ex-Im, and TDA. State Department Under
Secretary Spero advocated on behalf of the
U.S. firms during her visit 10 Bangkok in early
1994 and her October meeting with Deputy
Prime Minister Supachai. Secretary Brown
advocated for the U.S. bid during his bilateral
meeting at APEC last November. Ex-Im
offered competitive financing to match the
French soft loans, and Chairman Brody pro- '

. vided a strong advocacy letter to the Thai S
. Government. TDA offered a-$500,000 tralmng

grant and a letner of support.
After several months of nervous waiting,

< on April 17, 1995, the U.S. t1eam was notified
‘that it had submitted the lowest project bid.

The formal contract signing is scheduled for
May 24. The contract, valued at $31.7 million,
is expected to pave the way for other U.S.

- firms to compete for several hundred million

dollars worth of airport construction-refated o
projects, such as avionics/navaids, communi-

-cations systems, baggage handling systems,

passenger loading bridges, peopie movers,

tionat showcase for'aviation and airport
technology.




Overall Results

In these days of severe pressure on bud-
gets and intense artention to government

Chart 11 breaks down the succes&fizi'zzévcc‘:‘acv
prajects by industey.

S¢ far in 1993, we are running about $10
billion in advocacy projects per quarter, about
half of which is U.S. export content. Chart 12
indicates, on an indusiry basis, where we see

the current advocacy project.

$nart 10

11.S. EXPORT CONTENT
Riltions ot Doliars .

SUCCESSFUL ADVOCACY PRCJECTS

oppoftunities over the next
severai years.

When it comes (o small-
and medium-sized busi-
pEsses, our reeords are nog as

Source: Infpratiorsy Tracte Administration, 1.8, leparirmant af Sarnvouns

= 188 precise as we would like:
ar N however, they do show thar
15 - the advacacy Center itself
has assisted in securing 51
100 ° billion in contracts, with
. 4% ' approximately $300 miilion in
-_ * 115, export coment. SUppor-
o Cfiton Admisistranan, Since Agvocaty First fuanse : ng :xboi?z 3»90*0 jobs.
{DE-ADIILaTY NOTWETK} Network Cosned 15 This is not 2 bad record.
JiHoy 1951 e 163%-Gan 1994

My guess {5, moereover, that it
subszzniially underesiimates

efficiensy, it is more zmpc}ﬁam than ever 1o try
to measure the cost effectiveness of any
government activity. Adwcacy is no excep-
tion.,
e satisfied withy the results,

In 1994, the Clinton Administration was
invalved in- ;;rowdmg advexacy On transac-
tions — where U.S, compa-

We need o be effective, and we need 1o

the vaiue of advocsacy since

we sﬁii cio not include the numerous interven-
ticns that our ambassadors are increasingly
making, nor the many seemingly routine
activities that seem 16 pay off, , .

Not long 320, just 1o ke one exarrzpie‘
company in Marvland asked us 10 itervene in
a heared competition taking place in Viemam,

i,

-nies got the business — with
a LLS. expon content of some
$20 billon. That is expon
coptent. ‘The value of the
ansactions themselves is

- estirnated al somewhere
around $46 billion, Twenty
pillion doliars of expors is

Fower Generzton,

Chart 11 .
SUCCESSFUL ADVOCACY PR{}JE&?S
- BYINDUSTRY*
* b DERNSE v, .
Savvives, o) ARFLARACE
" 4. 6?. P

estimated to support some 0U & Gis — BEOREASSS i
AGG.000 1.5, iobs which, on 1.3% ai
s . - T Envasgnimursai
average, pay more than other o Vaoe a0 45 2 3 e
iobs, as [ mentioned 2t the , Content=$34.5 Hution s . :
outset. Chart 10 depicts the (Mo s XG0 joks " Intemnaanons
A . 35 . Hecke ot Ml Trgnspormban & infrastrectore ;5 oy
U8, export content of our 2.%
$ : Secen: insenabonal Trace Acminsanon, U5, oe-pazzzmwf Commens
successful advocacy progcis “Agesrmner 199 Apn 1, 198 ,

from January 1993 through
the Firsrquarter 1995 — and
shows the dramatic impact that the Advocacy
Nerovork hias had on our advocacy efforts,

It first made contact with our new Export |
Assistance Center in Baltimore, which then‘
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contacted the Advocacy Center. After velling
the projecs, we determined there was a solid
casé, But we have no official relations with
Vietnam, so all we could do was 1o send some

4

4

4
%

. strong, dewiled advocacy letters. We did. The

company. wou the deal.” The aumber of such
letters that we in the Administration ‘send like
This are (00 many 10 Coun.

. ‘ © T Chart12 g C B '
ADYOCACY.PROJECT OPPORTUNITIES '
. . BY INDUSTRY* '
Other [Detense .
s Services, mo.y ) .
. Pgwer Generation, % // na%
. 0il & Gas s .
B t
: > . Agrospace
o 5% . . -
’ 3 B Envirgnmemst CoL :
LT T ) . :
., e Computarsd - '
' Tetal Yahue of U.S. Ecport Telecommunicanong ' .
" Cormenta$AT.T Blion 38% .
Transpacangn & indreatrecture
: = 6% ‘ . .
Source: intamatona; Trace Admastanon, LS. Dagertment of Commeris L : -
*As of Aoni 3, 1995 . .
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| Reﬂfeétion’s Oh_ the
Future

T ¥

‘We have had 1o make up for many years

- when other governments recognized the

naryre of international CoOMpeon w— angd -
took operational steps to deal with'it — while
we were prececupied with other things. But
in 1993 and 1994, we have made grear strides
in catching up. We are also rving 0 do a
bener job of informing the public what our
gozals are and how we intend (o achieve them.

Advocacy Is Not carpa?afe Welfare

Our efforis 10 support U.S. businesses
abroad have not been without critics.  Some
have tried to tar advocacy as a form of “corpo-
rate welfare,” but this is 2 gross misreading of
reality. " Adveeacy is smply 2 business neces-
sity. 1 have already discussed the facts that (1)
exports have created more jobs over the last -

. decade than any other segment of the US

economy, (2) this trend will accelecate over
the next decade. and (3) the fastest growing
markess for US. expons are the Big Emerging

Markets where governments play a central

role in deciding who wins and who loses

. many of the biggest deals.

Tor Amencan (OmpPanies o win in these
markets, they often need their government -
intercede with the governments of the BEMs
-— as only 4 government can do.- In many,
cases, the availability of competitive financing
is now 3 basic pricing issue. In others, when

‘foreign leader after foreign leader presses the

case for thelr own companies, US, companies
wiit be at 3 distinct disadvantage if the 115,
Government adopts a hands-off approach.

We need 1o play by the rules of foreign

_markels to succeed in those markets. When

global playing fields are truly level, and when

"bidding processes are open and (ransparent,

the US. Government will be delighted to.step
out of the plcturg. But that day has not |

. arrived vei,

. Advacacy Is Not industrial Policy ,

Advogacy has also beeny maligned as
“industrial policy,” but that too misses the

H

mark. The U.S. Goveramentwill advocate on’
behalf of any U.% company that comes (6 us
with a reasonable request for suppon and
meets our policy, legal, and ethical advocacy
guidelines. Advocacy is a public-private
parmership in which governmenits do what

only they can do and businesses ¢o what onty

they can do. It concentrates resources wheee
they can do the most good, for small. mediom
and large companies around the world. _
© But make no mistake - while advacacy s
not.about “picking winners.” it is about win-
ning. Because in business competition there
is no second place. and no U8, job was ever
created by a, U8, company that was the fxrsz
rugner-up in a Coniract S
We are no shy about responding directiv
1o critics of our advocacy program. Morsover,
we intend w turn up the heat on our efforts,

There are several 'mperal:wes now, includ-
ing the following: ' :

First & iz viral that budgetary pressures

- not undercut the resources of our government

financing agencies at precisely the time wheo

. they have become more imporant than ever

in helping U.5. companies win deals abroad
and create good jobs at home. s 2 simple
oropositon:  without highly competitive

~ financing from Ex-Im, OPIC, and TDA, Ameri-

can firms will lose out in every one of the Big
Emerging Markets.

Second . it shmz G be cieaz how imponant

the 118, and Foreign Commercial Service is o
both high-intensity advacacy and o helping
small- and medium-sized firms, We will need

to stzengthen the U.S. and Foreign Commercial -

Service. parucularly in the high growth’' Big
Emerging Markezs where we are often woe-
fully understaffed. We also need to sharpen-

" our industry and country expernise, from a
- commercial aerspecuve, in the Commerce

Depanment,

Third, we need o continue cur expansion
of expont promotion efforts focussed on smait-
and mediume-sized businesses, and to.do an
even better job. 1 discussed a lot of the things
we are slready doing. However, we need 2
bener way o communicate ouy range of
services 1 the very large universe of smaller
firms in the United States, We 4re not where

o~
R
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we want to be when it comes to financing
alternatives for smaller exporters.” Qur links to
state and local organizations could be deeper
and broader. Today, the Clinton Administra-

tion s moving in every one of these ci:rec— )
- tions,

Fourth we must give more thought to the
relationship berween our global security
policies' and burdens and our commercial
inierests and requirements. This is 3 very
imponant issue, relating foreign policy w our
commercial interests, and vice versa. I cannot
do it justice here, but this is 3 smapshet:

On the gne hand, it is disturbing that in

‘nations from Kuwait and Saudi Arabia in the

Gulf, 1o South Korea and Japan in Asia —
nations where America is bearing unique
security burdens - the commercial benefits
which accrue o competitive American firms
are often on a par with others who have
contributed less or nothing 1o the survival and
prasperity of those same countries. We might
consider how w0 more effeciively employ our
SirteRic loverage.

On the other hand. the deveiopment of

- deep@:z’ commercial ties with those nations is

not just a questionsof dollars in Americans’
pockets. Without-a fair shake for our firms.
our SeCUTitY commitment is unlikely w© be
sustained. As President Clinton said at the
APEC meesting in Seattle in November 1994:

- e do not intend to bear the cost of our

z

military presence i Asia and the burdens of

regional leadership only 1o be shut out of the

growsh that stabilicy ?:mngs‘. "

‘Fipg, as in vzzmany ever}’ other area of
policy, we need 10 communicate our advacacy
goals and suategy beter than we have, and ©
& much wider audience in the United States.
The purpose is not just (o let peoplke know
~what we are doing but 1o make sure.they have
access 1o our services we if they wan them,
With a new Congress in place, we need

. especially 1o gain legislative support and

understanding for the subsantial effors we
are making, the results we are achieving, and
the even greater results we will need in the
future if we are to fully serve our national

| inIerests. L

Finally, it is imponant 1o undetdine the
Adminisuation’s desire o remove itselfl and

' oﬁieg governments from intervention in the .

world economy. Our goal is simple: 2 global
marikerpiace that has free and fair competition
among privae companies. To this end, it is
important o kéep up pressure in international
organizations and on individual countries 10
have workable constraints on export subsidies,
mixed credits, illicit payments, e, Butunul
the playing field is level and clean, until our
trading partners come 1o the table-with the
serious intent to jointly police an open market,

. -surely we would be crazy 0 ignore our vital

interests.
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Conclusion -

Let me emd with a simple point thay
Secratary Brown has made on several ooes-
sions.

We have a strategy. and it is w&:’}z‘kmg It m
producing real results for the Uaited Stares —
real deais, real jobs, and real community
development.

Advocacy is an escellent exan’zg:le of
government eifectiveness in these changing
times. What we are doing is 2 break from the

+ ¥

" we will lose. There i$ no middle ground.

LY
past - QL just different for the sake of Deing

. different. bur different because we are makmg
- a difference.

Yes, we can do even beuer. Md yes, we
must.

But in the posu(:old War World, where
economic competition is the great challenge of
our tumes, if we do aal compete o win, then

b

- , N
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CThis presémation is part of a series called "America In A Changing

Vorld Econvmey.” Qther speeches have dealt with Asia, Eurepe, Latin .-
Amerzcrz the Big Emerging Markers, Jrzpa:z, China, Brazil, lndia, the
National Export Strategy, Trade and Technology, American Trade Law, and

. Trade and Nuational Security.
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Copies are available from the Office of Public Affairs, International
Trade Administration, Department of Commerce, féiephmze (762) 482-3309,
Sacsimile {’?97) 482-5819.

]

o . - e wnm g e raeien Tt b e A W - — e PO e v rwrwe Az P
P
g bk T ] W W ke b R o DesTAR TYT T “ - - JE— .

H



. { o “ . SUMMARY. o _
* e, {: nees in Eastern Europel the formier Sovie Union. Asia and the Middie East have
diveres aendon from te guiet but revolutionary transformation in the economic ang social
fourdations o North America..-Yet what is happening here 1s every bit as imporant o our
Jives and 1o he fure of the world eConomy.
This spebch begins with a history of formal efféris al economic c{xipez‘aticn hetween
the United Swates and Canaca, and bﬂme&n the .5, and Mexico - all cuiminating in the
" NAFTA. it then provides 2 snapshaz of North American mcgratzan as viewed from both zhe
investment and (rade perspectives.’and from the perspective of the Integraion of progucion
systens within indugtries and {irme. The substantial benefics of integration are presenied.
Pt
The ciscussion then twIms (o what has been happening in Norh America on three -
levels: s the srivawe sector. including various corporate strategies that are evoiving; on
sabr‘eﬁb*a} and regional isvels ‘inc?gﬁing thé dramatic growth of North American rade
corridors: and on the level of national governments, including NAFTA related foliow up and
the efforts of the Cl;n{gﬁ adreinisiralion to mpicmmz th* NAFTA.

. @ et

- Among {h& éevcinpmen:s zited are the fcﬁiewing;..g : : .

‘2

. ’ -~ Between 1980-1993, intra-North American trade increased oy 170 percenmt, 50
percent fasier than North America’s trade with the rest of the world,

~ - lara-Nerth Amercan exports are ncw gmwma wice a5 fast as North Ammw
eXporis the rest of the worjd.~

- [lara-Morth American trade has grown twice as fast as North American domestic
Jdnvestment. and 30 percent faster tlian North American GDP. : T

.- AimQSi half the cailecm& pxpo-zs of zhe z:zrz:e ’\JA?'I‘ A members are sold within
North Amenga. - :
- So far tis yﬁar Mexico and Canada have accounted for 88 percent of U8,
© export growth and 28 percent of U.S. import growth.

\.—v

[ N .

- SO o meeminaliv -severai- future- c?zallfmges are outlined:” ‘narmamzmg ‘Commergial sysiems,
" -+ managing state/provincial rela ans helping workers adjust to changing trade patierns, and
pzzrsume sound economic poiicies that are conducive to further growth in trade.

o [eontinued) .
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T malor cvng}r{z%’;ans amerge

-

* ' 5"-‘%*5= G growing &"*mmmic and secial interagiion in Narh A'rher*ic:a‘ although a:x
from-ife caily headlines. is one of the most significant developments o our ume. - a
. Combini ng 55 i coes both industriaiized and dﬁveicpmﬂ socienes, irade anzﬁ@lnmsrme'" and.
e the entire gamut of commercial issues that anbe when z;ouzzmas mtf:rac* with one: another.
= North »’a%m"z nas become an aavapcezd micrmmm z::;z wherz the wc;rlé economy is moving

. in the vears ahead. .

.
. r
i

Second. the: huge szai.es in ’na}ww econonic f:mp&ramn wark inhe Norh
Amenean context place g hzgh premium on a commitment to vigorous and wszamad foliow
up 0 NAFTA on the part of Washingion. Onawa and Mexico City, Az economic imeraction
among cur societies procgeds quislly bu‘ sieadily, there mi% be a natural § rdemv on the Da:“*
of varipus groups and indusiiies o siow the pace of cuan -- 1o "retreat and not compete.”

We cannot ke progress {or granted. and we should not & i*e: growing importance of our
interests in Asia. South America. ang elsewhere resu.f nas 3ckenmg 01 c?:orr‘: © buiid 2
iy . prosperous and just society.in-our own backvards, '~ - ’ A s
e Vo =
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AN e
A . Triga great pleasure’io appear before us group Locia‘» © discuss our shared in 2rﬁsz
“in the svolution of the Norh Amencan market. When' Thwas first invited to give this
prese; ation. many thoughus ‘Iashcé by a the same tume.

v

T

2 regailed my vears in fhe early 1‘3?{}‘5 at the School for Advancad na:mauonaj
' Studies a1 Johns Hopkins and my ciassma:z:s who were majoring in Canadian.studies, which ™ -
' at the Lime seemerd much less exciiing than Southeast Asia-or Russia - or just about anywhere .

else. And ver whengver 1 got 2 real ghrm}se of what they were doing, it seemed more mal

we. IROTE t,.mzm;: than wiaf the rest.of us were sfudving at school.” I recalled my w*s.z stin: at thé
Whire House Council on Internatonal Economic Policy tn 1973, where, a5 2 junior saaffer, |

. was asked o do an analysis of U.S.-Canadian flashpoints, and [ went up 1o New York 10
confer with John Dickey. then President Emeritus of Dartmouth. my aima mater,. and 3 noted
expert on U.5.-Canadian W{ﬁiaizms A lunch scheduled for one hour wrmed into a fascinating -
afternoon i which he expiained Wwith great passion - and wlth great foresight -- the
imporuance of Ca:raaa in Jm u.s. futum .o
My iirst experience with Mexico came'{‘m the eve of 1876 and the inauguration of
Lopez Portillo. At the ume T was"on the State Department Policy Planning Staff, Secretary
.. . - . Kissinger was headed for Mexico to auend the ceremonies and he asked the staff for a
. far-reaching analvsis of our future relatons with Mexico. The peso was collapsing, and

Mexico was heading for a world class crisis. Kissinger rejected our first briefing, sandmg us
back o the drawing board 10 go deeper into the past and the future. He rejected our second
try, saving we had failed 1 go deep enough into the psychological and political dimensions
of the Mexican grises. [t was perhaps the mo#t formatve experience | ever had in wying 0
marry political and economic analysis in the coniext of American foreign pollcv, {Evenwally
he was sausfied. but it wok four agonizing atempts.)

+

Not 100 many years larer | became zn investment bankz:r on Wall Strwz 'I'hmnghouz
the 1980°¢, | was heavily invoived in the Latin American debt crisis, principally as advisor o
. financially st'asped governments, and for a while { headed up the Mexican business for
Shearson-Lehman Brothers. -The real big deais in our firm were being done in Canada,
however, and. of course, at that ume we were not thinking about North America as an entity, .-
as an integrated market, ‘

e I 1992 Lran, ino af Ekzw named Steve Blank- (who has orgamzezi this meeting -
today) at a mesung of the Camegie Council in New York. 1 was just finishing a book abou:
the U.5. -Gf:manéapapesc relationship.  Steve expressed some interest in my ideas, and 50
we had funch. in one hour he-set my mind on fire about what was really happening in the
world economy, d*awzng not only on his extensive talents as an i'zzsz{man %}ut as 2 student of -
what was lappening in North America, and the paradigm it might be for econemic
. integration. | rushed home to change whoie sections of my book.



s

. © DG S0, WhED Sie"e mvigd me 1o come here [ ziadly accepied. " My thought was ¢

take vy 2 :f":.élwa ol thinking through wnat is nappening in the North Américan market
oday. and what the mplzcaz‘orzs of this great experiment are for the futre, | will iy 10

» aggregiie My own expmemes and msnnezs to build on Sieve Blank's {JIO?'E&;: and w©
undering

some mowms c}r the lecr* az;mmaz:“&:zon oy
‘ Let &e begin with a bit of the B siory of North American integration, Then I'd like
za descrine some o7 the features of the current interaction of our economiss. | will move
from ;Hez‘t o e msnons& of private busihess. the response on staie and 5‘*3{&210%1 levels.
andsthe response of federal goveraments. | will then summarize the efforts of the Clinton
adminisiratos © follow up oo the \?AI‘—"{A Finaliv, | wauid like to w{g o some of zbn
challenges we face in xh‘* future, - o

-

b

HISTORY GF NORTH AMERICAN INTEGRATION

Eariy £F0ns

Feonomic. cultural and political ties between the nations of Nonh American are not
2 new phenomencn, R )

recognized the transborder aspecis of water managament, pollution contral, immigration and
other "domestic” policies for well over a century. Qver 200 treaties are now in force:
between the U.S. and Canada governing boundaries, commerce, the environment, enﬁrgy,
immigration and other areas. [See Tables | &&d 2 atead, pg. 34 and 35 ]
Management of shared waier resources provides a good example of successiul early

. efforss at desp seated cooperation. The U.S.-Canada Boundary Water Treaty of 1509 gave
official recognition 10 the need for biiaterai management of bozzrzaaz'v waters and established
the principie that neither country should gxploit the warters in 3 way that would damage the
interesis of the other, The treaty established the International Joint Commissian, 2 binational
group charged with overseeing waler. management, and later, broader areas of Imsbcwer
cnvzroamen.&, rotection and conservaiion.

.+ The United, States and Canada-have.an extensive history of caof:ﬁratiozz having

LR

In the stonomic sphere, commercial ties between the U.S. and Canada were amczal
to many New England and Canadian communities well into the 191h century, especially after
the | Baﬁsa agiopled free irade and its North American colonies-jost-their imperial advaniages,

T T T "This acwally led (o' demands by some Montreal merchants for annexation by the United
States, byt a *"zmrs sausfactar? arrangement was a free rade {in r»scnrces) agresment m
1854, Terminauon of the 1854 agresment during the U.S, Civil War ﬁelped 1o drive (he
movemsnt for Canadian Confederation in 1867 and ultimately the Canadlan National

Strategy in 1879, which introduced- high Canadian tariff wails,


http:Canadi.an

o ‘?
L © i sms&ou»m vears. interest in bilateral free irade surfaced off and en. A '
‘ trer“f“e'*{:o 5 uosurge in ULS, foreign dirsct investment (FDDsin the 1660 s revived this ‘
fnterest 3= Soth countries, and found its most concrete expression in the 1965 Automotive
Producis Agresment berween e ULS. and Canada,’ The Auto Pact provides for'guty-iree
tremimen: of Gnished vehicles and parts between the Iwo countries and helped set in.motion a
DrOCess ﬂ;i'“ av enwaily led to 2 comprehensive fres trade agreement (FTA) more than o
decades lazr, The Auto Pact both responded to. and stimulated. *au{:a_n_a}iz.auan 1 the North

American :mt:':z{}zzvs industry,

.

:On *ef anather.level. A bemz and Morimzza Quebec and the New Engiand szzzea
. British Coiu*zzz»a and Washingion. Ontario and the Great Lakes states, and New York and
< Quebsdc have all enjoyed. ciose relations. Their functional agreements o cooperate in such
areas as enargy, rade. the environment and education have enriched our binational
cooperative’2iorts, These relationships were exiengive enough to cause the (.S, Stare
Deg:c.m"“s:*zg 10 conduct @ 1976 swudy which found that state/provincial zmc*aczmn was
“pervasive in scope, exiending o all funcuonal areas or gevemmmza. activities.”

»

"« Like Canada. the hismry of cmﬁ;isn on the U.S»Mexi{:zr: side is focused along
the border. 2 1834 U S.-Mexican Treaty lzd to what i3 now called the Internatonal
Boundary and Water Commission, which has jurisdiction over all questions arising from
changes or alierations in the Colorado and Tijuana Rivers and in the Rio Grande. Formal
© - bilaterai economic cooperation accelerated much later, -especially in conjunction with
. Mexice's unilateral economic reforms and its accession to ihe GATT. Early steps on the
road’to regional {Tee trade included a tanff reduction agreement reached in i§?9, a subsidies
code in 1985, and a Trade and levestment Facilitation Agreement mn 1987

A distinguishing feature of U.S.-Canada relations is the significant commaercial
iteraction that predates the formation of our national boundaries. Business-driven
mteg'azwn augmented] by this rich mistory of government cooperation, made our two
countries ripe jor a free wade agresmen:.

As we entered the 1980's, the United Sutes and Canada had the largest bilaters!
trade refationship in the world. with $30 billior in two-way trade, and 2 combined $55 *

" billion i foreign direct investment in both economies, Since 1879, 2 key motivauon for
bilateral forsign direct investment had been for U.S. companies to get behind Canada's high
wariff_walls in.order-10. service the Canadian-market:—In the 1980°s; however, the’ magnzmde
and nature of economic integration began to accelerate rapidly with a sharp upswing in
international direct investment and inter-firm collaboration. From 1980 to 1989, the year of
implementaiion of the U.S.-Canada Free Trade Agreement (CFTA), the stock of U.S. direct
i investment in Canada grew from $45 billion 0 $64 billion, while Cazzadzan direct investment
*inthe U.S, grew from $10 billion to $30 billien. .

T o i W
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| Growtng investment was 3 Caivst 10 the rade boom. AsS our frms expanded and
" organized el operations more oroadly, exports i edch other's markets more than doubled

- in bothgivecuons. 2 rate subsianuaily in excess of our. 50 percent expor growill 1o the rast
' of the WoriG. . - . .

+
¥ . *
- &

Qf course, {Re-enorMOoUS DUSIReSS pressures leading 'up o integration did not occur in
a political vacuum, 1o 1984, Prime Minister Mulroney approached President Reagan with
Ris interest in develoning a fres wade Samework W counter what Canadians perceived 1© be
a growing prowecuonist color 10 U.5, trade policies and fagging Canadian compezzuvnmss
' President Reagan. who had espoused the idea of.a North American rage pact in his 1980
_campaign. responded positively, The next five years were. the subject of progressiveiy
" widening m,sobzaaons

"
»»,

Just as we sawfin the run-up 10 EC 1992, the prospect of change surely influenced
business decisions and simulated some of this pre-(CFTA ?}ﬁsmess activity, Nammemss,

‘given ihe imv history ang extent of our ‘commereial reiations. it aunears that governments’
were jargely caz;:nme: up with wnaz iirms were almam* do*nv‘ '

T 3 "‘ . ‘*’ * b
NAF’}”A: Tumming South .
' _ Ia contrast, on the ULS, %qx&ca side,, the dominant role of government, is. -
o .‘"' K indispetable. When e NAFTA fegotiations were launched in 1991, it was the unilateral
economic reforms of Mexico that were the sin gua non for moving integrauon forward., Not

only did Mexico's accession (0 the GATT open its economy 10 greaier competition, but the
entire Mexican cconomy was reshaped as the Mexican Govemment privatzed entire business
sectors., The econonmic resurgence thai followed was the lubricant for 2 dramane upswing in
bilaieraj trade ant investment. -

Betwaen 1986 and 1993, U.8. exports (o Mexico more than tripled. with Mexico
szzrpass?ng Japan as the second largest market for U.S. industrial exponts. Similariy, U5,
imports.from.Mexico doubled, with.much of this growth in semi-manufactures and
components that complement U.S. production, Two-way trade rose from $30 billion to $82
‘billion in just seven vears. At the same tme, U.S. portfoige investment soared, based on
attraetive real doliar returas on peso-denominated instruments and heavy foreign interest in
Mexican stocks. reaching a cumulative level of an estimated $45 billion i 1993, With
NAFTA's imminent approach, U.S. foreign direct investment in Mexico mcreased £5 billion
in just the last three vears preceézng the treaty. e e

e o T b R ATAM WM TS et e ke T b SO ; : i

By the ume we az:maliy signed NAFTA, business underpinnings had been
strengthened significamly between the United States and Mexico. ~ Clearly, it was this
coupling of market and pelicy developments that gave momentum and credtbxizw to NAFTA.

The process had come full circle.  Unilateral reforms by the Mexican Government
. inspired a broad coalizion of business and govermmment interests 10 “lock in” these gamns. The

[ L
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coalition cansisied of the Mexican privaie seCtor which was enjoving suong growth for the

- fipst dme 1o 2 decade: te US. and Canadizn private sectors which wanieg continued rdde
. and investment access 1o the Mexican market: the Government of Mexico, which sought to

give p*’rfr‘a:‘&"“n::ﬁ 10 this new direction: the U.S. Government which saw the opp{:rrunzzv for

S 2 w:cza range of umems 0 & new reiatonship with Mexico: and the Govemmem of Canada,

* -which wanted ensure mﬁ’ Canada wouid not be G*saavamagea b\«‘ a:w ﬂit\fv' éXp&{ZSlDl"i of

regional tradg. ‘ ’ S

¥ - a
Z - * B
r

m{)RTH mrgi‘fzzf::,w {‘\ETEZ{}RA?IO& - & CURR?\T SNAPSHOT

" Before -whng ahead 16 whers we are going, it is mpomm o undefsané whem we
arg.  Let me Dergin with the exien: of economic integranon that now e.:msrs in North

ol ]

America. At the outsel, | would suggest thar the phenomenon of "North American economic’

inmegrancn” 13 of 3 gualitanvaly different nature than mersly denser networks of trade -~ it is
based on compiex. cross-border corporate production. distribution and sourcing nerworks and
on increasingiy tght linkages in infrastructure. This makes it difficult o deseribe the
reladonship in rraditional imernational: .raﬁiz:!fomxgn investment lerms. In cases like the
automobile industry, for example; talking about “irade” bewween the U. S, and Canada makes
about as much sense as talking about "irade” between Michigan and Chio. Nonetheless,
there is value in ;}uztmﬂ some pmmezars around the North Amencan trade and invesument_
re:iatmnsth, even if such datd"suggds anificial boundaries in some instances.

Foreiga direct investment am})ﬁg the three NAFTA parwers has doubled in the fast
decade. reacring just over $120 bxllwﬁ in 1992 [Table 3, pp. 36]. We are principal
IQ?CSZ{BZS In each other's markeis, .

""he United Siates is Lh: largest {oreign investor in Canada and Mexico; ccmtnbuzmg
roughly 65 percent of total foreign direct investment (FDI) in both Canada and Mexico
{Figure 1, pp. 37]. The share of total U.S. FDI going 1o our North American neighbors (16
percent) is subswantally larger than one might expect based on Canada's and Mexico’s share
of world GDP (4 percent. Looked at from the point of view of our neighbors, the United'

-States s the most popular destination for Canadian and Mexican FDI; Canada, in pmm:ﬁiar

zs the 4th largest foreign direct investor in the United States.

-

s

. p.\}"r K*; i v - -;,
i ' : = hngg;& %ﬁgw‘" A .
i

G — Ly S b

" e = ——Ganada-and- Mexico’s past import’ subsmuzwn ;x:shczgs héve baen 2 major incentive-to

U §..foreign investment in these markets; more recently, 2 larger share of U.S. FDI appears
io have been devoted-to developing continental and giobal production strategies. Fifty-two
percent of U.S. FDL in North America is in manufacturing; this compares to 35 percent jor
our FD in the rest of the warld [Figure 2, pp. 38}. Canadian and Mexican FDI in-the U S,
shows a similar concentration in manufacturing,- 45 percent of the wral.

N
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, rifelio invesiment .aui’z.'z Norih America has been growing even {asier than foreign
direct investmant,  After doubling during the 1880%s. portfotio investment among the three -
COURIMES c.x*tcea’ irom 142 bzuzm 10 $175 bl lhon in just three vears {1989-1692),

imates suggest thar U5, portfolic investment in Mexico rose further from 322
sl

an estirnated 545 billion i 1993, A major mai of the Salinas

Prefiminary es:
billion in 1992,

Adminisio zzs:“ .s zc attract more of this capital in the Jorm of dirgsr investment,

"Tr@g“
Even more remarkable than our invesiment serformance has been the ataiczsxm of
trade wuhm North America. Between 1980 ang 1993, intra-North American. trade increased -
by 170 pprcs'*:‘, 30 percent fasier than our wade with the rest of world. * This is a.truly
remarkable deveiopment if You consider the ot‘mr dramatic structural cns.naes over this
periad -~ rapiciv rising U.5. automobile imporis from Japan. the emergence of the Asian
tigers as Imporant ﬁzouaj sutpliers and CORSUMETS. &t {Figure 3, pp. 391

e
+

Non?z American integration is even more pronounced if we focus.on exports. with
inzra-North Amencan exports vwwing nwice asfast a5 Nortn American expons t the rest of
the worid, AS a resuli today intra- North American EXpons stand at almost 3300 biltion:
$4.60 out of every S10 that North America exports - almost half our totl exports w the
world - are soid 10 each other {Figure 4, pp. 40]. Thus, North American trade integration . .

is apgrz:}acnm@ ‘Edropean iavais whete other BEC markets account gggrv{i{) -pereent of Lotz.% =C

£xports. : .

. The dvnamism that is occurring hers in North America has given us a tremendous
boost. Just as international-trade has been a driver of global economic growth. o 100 has
intra-North American trade been a driver of North Americap growth. Since 1980, intra-
North Amencas trade has grown wwice as fast as North American domestic investment and
almost 30 percent faster than North American GDP [Figure 5, pp. 41].-Growing trade
infegranon i North America Bas been 2 major job creator an{i a sourze of economic anergy,

I’.}es;} te our gmwmg economic z:zzportame to each other, 2s a region we are’ Rot
looking inward: in fact. we continue to exert canmdcmble influence in global and aiizcr
regicnal £CoNOMIC groups. Norh America accounts for 18 percent of ol world trade and
almost 45 percent of APEC's trade. The later is panticularly.interesting, given the tendency
of some observers w treat NAFTA and APEC as cem;)etiﬁg bioes.

- e e

. -‘w-w‘ AS Lhezs&nwuz’es dem{mszratﬁ “there ¢an be o doudt thar North Amenc&n mtcgmzz{m

was already substantial on the eve of launching NAFTA. Sidney Weintraubl 4 noted
azzzhomy on U.3.-Mexican trade with the Center for Suategic and Intemnational S{u{izt’:s
perhaps ‘characterized NAFZ‘& best as "a way of formalizing de facto mwgrauon

!

&
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Charomensics of the North American Marker .

Noneweless, expanding and adapripg the CFTA 1o incorporate Mexico was a major
event. Dedae in the U.S. focused on Mexico's iower income. iower wages and weaker
environmenid 7ecord: in contrast, Canada’s higa- -iech and nateral resc:m e«based ELONomY
wa§ perceived as 2 natural parner 1o the United States, :

1a wuth, the similarities berween Mexico and Canada. as seen from the U.S.
perspective, are as compelling as the differences. The rfact 5. North American trade shares 2
number oa features in common, These features not oniv. emphasize out exiensive economic
inkaves but they help &xp*axn how reomna} iniegration can make us more compettive.

]‘nc“em*u Awav from lmr* Substitution Polisies: Prior 1o formal integratiorn,

“hoth Mexico and Canada retaied sigmficant tariff barriers - each about 1§ percemt
‘compared 1o < parcent for the i}mwc Suazes. This wriff _szmc_*zzre rormed a considerabie
" barrier o market entry angswas symbolic of their general approach to trade -- tariffs and

goman{? samiers (NTBs) across a wide range of goods promoted domestic production for 2 |

limited, shefrered market. . The'CFTA] and now NAFTA, represent an important policy
“shift: an embrace of corrvemczn to improve ,323 natonal ,azzabxlzt} to campw: in- gichal

markets. X . o

ol A 001 ; Unquesmnahiy, we are beSL
markets tor each other, Maxzco and Canada each source 70 percent of itheir imports from
the United States, roughly 5 times our share of world exports. Further, the United States is
their largest market, responsible for the preponderance of their foreign sales (76 percént for
Canada and 78 percent for Mexico}. - Thus, we get the greatest returs in future sales when
Qur imporis Come from one another. As Canadian and Mexican sales 10 the U.S. generae
growth in their economies, they in wrn are more likely 1o merease z.he:r purc:?zases of U.S,
products.

-

“E e_{oproduction wi The United Stares is engaged in
exiensive pmumon shanng arrangements wnh me azzci Canada. Lisaz are charactenzed by
their high prociivity to use U.S. iaputs. , :

- “Many firms engage in prédizctim-shmng with fcreign co‘m;aanie§ or affiliates.
Tapan, Mexico, Germany and Canada account for zhree-qumars of all coproduced imports
that rewrn 10 the United States for final assembly or saie.’ The use of U.5. inputs. by these .

= coufitries Vares widélV, ioweVer. Mexico uses more U.S. inputs than the others by far (52

percent}, followed by “Canada {33 percent); in comrast, Japan and i’iemzany have less than 3
percent (.S, content in their coproduction products. Looked at another way, half the value
of coproduced imports from our NAFTA pariners originates in the United Sutes, campared
o an average of oniy 15 percent for geocs coproduced outside North America. [Figure 9,

pp- 421
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' ' o Co secusntiv, when U5, fir ms decide giobal compedion requires & global '
produciion sirategy, the Unitd ﬁlazﬁs réEing & much g*rear.er{;;resénce in the production
processav pem e igement tnvolves 8 North American pariner.  Shorter supply lines. just
in tme deiivary, and ease of return Are just a few reasons why proximity reaily does make 2
difference, - . .

.

-

injust a ?zamzz,i of srczmcts Fuilv t;{} perce:m of all intra- No—zh ﬁ;mencgm trada occurs in
just 9 indusisies. Txpzczulv “the same indusiries are national eaders in poth exponts and
' imporzs. with the_most n:xabie cxce{;ncn being cruce perroléum {whlcﬁ figures 1'?95%.;1 1\:

" in U.S. -mno*f‘('?‘romﬂ s N&F’?A z}anrﬂrs cuz not.in its sales 1o, zz'c:m A j’?ame 4 pD. 43

N ‘v”!ﬂbf 4» "
‘r_ A i e "N 5 -

S W’i’*az we am secmﬁ s that regionalization tends 1o aceentuate: b*cad sz'mlaz“mes in
G ‘patonal produc zon ’E“iat h*lﬁs explain why, despite the significant di {ffarences. in the
PR T —

ilanaﬁ an and ‘%Ipxzcan maromzﬂs the 1op three U.S. exports are the-same, xo €3
moreover. sese’ s&me*wmm:zs figure imporantly in ‘our ifmports from mcm"‘f‘”

A
ML
- +
: -h«-w T - e

[ -tn‘ y

i Reﬂzanaizzatzan ili\ﬁ globalization. appears o IntEnsiiy ch:ai spect ahzau:m i;g;:;
_ m Thus., rzz%ze:“ than- resulting in a discrete ailocation of industries amangngntms
K ».“’-b "t the regional level, ' with one coumtry “winning" one industry (like autos).while an&zher
, C L takes dver a different’ indusiry (say, steel), rationalization at the regional level seems. to ‘
. . distribute business Within key- mdusmcs across the three economies. .

»

High Degrs ; i ade: Not sarpnsznglyi much’ of that Intra-indusirv
'spccgalzzauoﬁ is act uaﬁv occurring within companies, We know that aimost half of U.S.
: trade with our N’{mh ‘American pantaers consists of ransactons between firms with some
..+ common ownersi 1;3, " Much of z%ns trade ig In the commodities listed in Table 4.

RO Moreover: mom cf U.S. trade wuhm North America takes piace between' refated
_parties {47 percent) than is true for the rest of the warld (36 percent). [Table §, pg. 44]
No other counury exceeds Canada and Mexico in the importance of related party sales in
" ULS. export iansactions, which stands at 45 percent for Canada and 39 percent for Mexico.
On the imporn side. the-mogt disunguishing feature is the high-proportion of U.S. imports
from Mexico that are &erweea related parties (only imports from Japan are higher). In large
part, this reflecis the exmnstve assembly operations along pur border: however, the sharp
contrast in related pany exports to Mexico {39 percent) and related party imports from
Mexico (64 percenty suggests that more of U.5. exports o Mexico are going 1o, mdepe:ncien .

1t A D ST i 4

e e comrenm e - NUTCHRSETS RGNS COMMERlY perceived. ™ . f d
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$

¥

- ’ : “ ‘ . [
. . . ;

Sales through exponts are only one means of Joinp business in foreign markets.
U.8. finms actually sell just as much 1o Mexico and Canada through the sales of therr
affiliates located in these markers. In 1991 (tatest year availabie), U.S. affiliate companies
sold over S128 biilion of goods and services in Canada and over 517 billion in Mexico,
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Whlze z: S. ziflilate sales are somewhal more mt}cmm than expors in selling wo Canada.
U.§, expors 1o Mexico are twice as large as the sales of U.S. affiliates 1o<:azcd there.
Increasing intra-firm trade generates its own form of compestion, with large
corporations gi2ving unis off against ong another. As the branch plant sysiem (that 15 10
sav. affiliate 7irms St up n another-couniry primariiy 10 serve the foreign market is
increasingiy replaced by the integration of these firms on 2 continenial basis, a znajér focus
of cof*pmifmn is within firms. among cperating uniss \,ompezmg for proczac'n:}n rmandates.
This't rend is reinforced by new za«:hnolagms that heighien productivity. Thus, for examme
38 L Ll’l& mmmﬂ* oi GM assema%v operations decreases. the most intense. competition each unit . P
raccs 45 with the other umm in the GM orgzm.zaaan ‘ o : ’
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) .i{Ahhousg it is far 100 early to detect definitive trcn{is in.our t:ade with Mexico as- a
restit of NAFTA’ the CFTA pn}vzdcs one gauge of the &gmemmt 5 paze:wcz:’ m;;am

, .., The {’zrst five years of free rade between the United States and Canada have

wzm’cssva 2 progressive riseé in trade volume despite the fact that relatively slow domestic

- sépnomic growth in both countries should have suppressed. demand. Total bilateral trade in
g{x)ds and services graw by 368 bil lion, from 5169 in 1988 (jusl Imt}r iy zim CFTAY w0 $23? .
bﬁlwa m *‘993 _ Lo STIRE

. - .
* - e ,'m\. s - -

: C.rmcs or the CFTA in Cazzaaa ﬁave blamed Camgia s recession and weak economic
pcrformazzce since 1989 on free trade. In fact, studies published by both the Bank of
Mommal and the C.D. Howe Institute argue that free trade helped o mitigate the effects of .

. the’ c::aaczmrc downmurmn., During the period coincident with the CFTA, what little growth Q:,3
Canada r%ordw was almost entirel y attributable to strong export performance, Moreover,
the strongest export growth was 1o the United States, whose demand for Canadian products
grew al:“rmsz ane-third faster than Canada’s non-North American trading partners.

eXport: gmwt‘w Eouz‘z(‘i zhaz g“cwm Was strongest m sectors izizcraizzcﬁ by the CFTA.* For
these products. Canadian merchandise exports increased 33 percent to the United States,
compared with only 2 2 percent increase to zhc rest of the world.

For the U.5. part, U. s. exports to Canada dunng this period grew faster than our
exports outside of North America, and our already high share of the Canadian market
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increased. .. sudy by the 0.5, Depasiment of Commerce suggests that many U S.
producaers became newiy tompetitive in the Canadian marke: 2 the result of miff removal
under the GFT2¢. Important gains were Teaiized in key product c:zzasorins nofaci. 86 out
of 98 produc: taiegories with significan: unff decreases have grown {00 percent.or more
singe the CFTA bec“me affective., Moreoves; savem tradicional m;}ert smzsz:we SECI0TS in
the Unitec 5::::5 35.:::1 a8 apparel and furniture products. saw their £XPOMS r"sc *:aplci Ivoas

the CFTA lowersd, C‘mada s substantiai tariffs an, th&se goods. . s

. . N 4
. -
e i :

,j 5
”“hc CA TA dlso S:Jur*ad css~bz)rd#r mvcs:m&m ﬁ{}ws AS ﬁas bﬁ\.‘tﬁ“ ;* r:asc with
EC 1592 ang NAFTA, such mv&szmant ofien bﬂgms p"zmn w0 Z,%*e formal’ event- 2 firens
azzzzcmzza the eifects of an agreement. Thus, aetwezn i987 and. Z‘?QE. ‘bil azarm ézmt e

invesimen: in each other’s ecmemms grew by ! SE» blﬁwﬁ from 882 ?32 n;)r $10‘?’ Hillion

2Tin 1992, Whils these znvesmcm flows were, sp‘i* abow! e*f:niv in each (f{ e:::tmn*f szaé*aﬁ

firms realized 3 38 z}ermm ingrease in zhz:'r ciz:ef;z tmeszmcm zzz *i’lﬁz EJ S“ wmimU*'S arms
n”rmac hc“’ :.;fea{zy samsmual DL m szzaﬂa‘%v, 53 pcrcem 9 %’ _"* % ;
; ”"?’n. S R 2;353;5%;‘&;’9; : =
szemse Het fc;rewzz ,nvesmcnt ficwsf in_the C’“i'A fragis ama s‘z}*aglled tﬁzze w© v.he ,
increased aaz*aw,‘vcac:ss of both markets” In. faét; in?1990, for thé firsi Timetin<| *}6 years.

Canada experies e,d 3 het inflow of zc*elgr dxrwz mvestmm um_ch comznucd m *1991 ‘and

- ‘ ‘ ’ 10

B

1992. The Roval. Bank a,f Canaéa*sug aszaci stfmz zhxs ‘wis *broadiy- censé 1«w1th a%zz view

0
. that the free sz‘e agreemmz %}ctwecn Canadgg;and the Urzm:d Staze:s has anhant:ﬁé Canacza s
. anractiveness for ferexg*z infvestment, " e U "‘ TR

AR
* - ¥

= ] e H,.H?u\,

- Freer miaw*al mde under the CF”I‘A has snmniazeé _;oa crezzzzr;m 1rz me Umz&d States
and Canada. In contrast,.there have been” zewtmagaz dislocations, as mc ;zmccss ‘of transition

and adjusamﬂm .;as bﬁ‘-ﬁﬁ pnased ‘n under z'le *Agmcm&m " e r,,,,{!,:_,,? -

%

-Many of the sectors axmmcnumg growih-and job creation, z‘xmugn zzzcmased "4'0?{3"2
American inegranon are ?z*gzm paying, hz«»ncr; va}ae added secw?s in both cazmmas. For
‘example. an estimated, 200,000 new: American jobs have been created and are depcndent
upon U.S..exports o Canada, increasing from 1.3 -million in 1988 0 1.5 milliod in 1993.
Much of this export growth and net job creagon’has occurred in high- Lechzzmogy industries

' such azs-computers, commaunications. elecironics’ software, plaszzc& and sc;*‘nuﬁc
instrumentanon. ac%dzzzan to the business services szzpponmg these sectors -

Szrnna:'i thf: C D. Howe lnstitute found Ihat i Canada. sxgmﬁcam axporzavi&d
growth and expansion is OCcurring in such high wage sectors as business services, high-

““—*‘""““”"“”““‘"““iechnomvy mdusmes dnd hEtGral resoufees. The smdwa]s{; conciudes that the CFTA is

3
i
t

) . *

resulting in greater specialization of the economy, moving Canada into areas of higher
productvity and mncome.
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SAFTA S pmnzml v the rws mfrugnw smme{i rade '*gf*cmzcm ‘n history, Infs
speech sigming ihe side agreements NAFTA. ?res“a}enz Clinton observed that ningtesn oul

of twenty senous sauc’ms snawed that NAFTA wasg £00G f;::r e U.S. BCoRomY angd LS.

. 132}0‘” : . \ﬁ L. =

1y . .x R ¢ : ' ’ " . - ! 4
ol 2-‘ ~ Nonetnel ess. acmam&zs agree that the. zr&a*ei@cn&m of NAFTA will ba on Mexico.
A “This is quite o aturals as Mexico- hias the smaliest; ez:m{%zrvmz ‘the ‘three nations and’ the highest

barners. Further: (as zzmexi aamve. the CFTA aircaav orfﬁrw %.%;z: US,; and Canacia
Sﬁh‘?t&lm. ‘ z}mafzzs ;f{zm gmuer ‘megr‘amn‘ B ’

AN e . =

" A stum cicmzz by zhc C:}ngmsszmm Bgdgaz fjfli'zce {CB(}? £or the L? 5, {Zc}ngress just
bcfare he vote on \{AFI'A exoiams how:the nagwnai synergies work.? A good saning
pcmt is. ne NAFF A maum reduction of the; ‘H$k premiur that Mexico must pav.wo awrac

L

LA ;';:f::;‘ f._x | ~inernaional c:::}zm Q‘lw CEO ﬁ:m*z“ate:s z*aat*Mexzca § risk prammm will fall an esumated
X ¢
o e T p*rcerz:zme w;n;s ‘over.z thiee year, period falimvmg impiementation of the NAFTA

\\\\\\

ey

P

; - {rec:ww mzmcaz davalonmmm ‘may deias: this. drap,ubut 1 -believe the' fxznczaznemais what would,
aiime  .CRUSE it are’sdll pm&cﬁi } Lms e,xpcnsm ,a;ma}. \wﬂi ena?zie Mexice Lo finance a current -
.~ aecount deficn that’ vs cxpmted 1o grow as.a pcrzcntagc {}f its GDP, as Mexico xmpens more
) t - plant and muxpmanz 10 fua !;he grow;b of its mncmg - Coupled, with | improvements in.-
; . "+ produétivity.” the CBO judges™that Mekico is likely, 1o achieve anmual average outpur growth
‘ ) of 6 per{:e::z over the next degade. {Ail CBG 'scenarios show higher Mexican GDP growth as
a resuit of NAFTA and mﬁomr reform; various sc:z;anes are depicted in Figure 7 on page
45}y oot
. \ ' : [
- Szm;}w DUt %*zgher Memcaﬁ econzamzc grmvzh mguez‘s faster U, S {aaa to-2 lesser |
extent. Canzdian) ecopomic growth as well. Mexzao s GDP'is only about 5 percent.of that
of the United Stafes: “As:such,’ the NAFTA is estifnated by the CBO to add only about one-
quarter of a percentage.point t0.U.5. GDP. . However, the U.8. GDP in 1993 was $6.4
trillion; one quarter of a percent of that i3 $16 billion - 2 not znc:azzsequemzzi amount. The
‘increase in U.S. nancnal ncome will come not only.from increases in U.S. exports to
Mexico, but aise from mpatrmm pmrzis and dmden&s from investments in Mexico.
o Al inail zt‘e Chnwn A{immzszzan{m arzzzmpézts NAF'I' A witl generare 200,000 more
cxgﬁﬁ“f“ial..ﬁ iobs-by 1995, pushing U.S. empioyment related 10 exports W Mexico toward
the i million mark. Contrary w the fears of U.S. labot, we expect NAFTA to increase the ... . .
e e ————=-gemand-for “USTunionized workErsT Odr experience since 1987 shows that' Mexican .
. demand for U.S. goods is most intense -~ and Mexico is least competitive — in precisely
those nigh wage, capital intensive, heaw manufacturing mdusmas which.are heavily .
umionized.® '

»

.NAFTA is already working. U.S. trade data for the first two months of 1994 show
. NAFTA trade acceleraung, particularly in regard to U.5.-Mexico trade where NAFTA's
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b changes are most significant.. Despite some s owness in Mexico's onomzc recovery, U.S.
expors $o ar this ysar are up I¥ percent over the same pevxo& lag vear; in conpmrast, in 1983,

-

« sldw Mexican’ growthheld U.S export advances o less than 3 percent: *Cn the 1ip side.
while one would exn&cz Mexican sales 1o the U. S. 10 respond 0 our €CONOMIC TECOvEry,
they are up 3 robust Z3.percent - twice.as fast s our import growth fromeine rest of the

wcygld, {8mr1 £xpor a.??i'l impon arowm ‘with Canada are up 2 *especmbie 3 pcrcc'xz }
. Cam:ea’ *vz:}’ on’zez :mae det‘eéoarrenm :}zg resuits add up 0 af ;maressn.e pictire
for NAFTA in ’ﬂf Uniied Su:z{es so far in 1994 Mezico and Canada z:;c:co;zzzf Jjora wnooa*rz&
88 persem of E.’ 5 &*spon grawrf’ ind oniv 28 pe:"”{:ﬁzzz of our import gmw‘
I ‘iemmz‘cmﬁ zﬁzs posum: Lra,ée px*mm we have not szen any &..m “signs that- NAFTA.
mmght lead to suﬁsia, al job dlSlmazzon in the United States. Through Apnii 1994 the
- Depafimnen: of Lazsor has certified 3,500 workers (based on 39 positve! acte:"mnamms} &s
ei:gmis #r ‘x»&"‘!‘” g *'aﬁ.ﬁutmal rade adjustment zssisance. This numt&*r s far le.ss than g&%
that warned me NAFTA $ bntu":s and ‘suggests that we-4re in a ooc-::z 5051 or pmx;de o
for mos& @mrl\ers who bear, the adjusiment.of NAFTA's contribution. towarts, developing a
‘more‘competiive U.S: economy.” 1t is nowaple’tiat in an effén 10 énsure: z%‘at thﬁs assistanse
s readily a{:c*-ss islesto those:who need it, the trade adjustmen progfam requzr&s ‘only that *
,  workers i:iemczrzszma e increase in imports, from or a prodw*z*on shift zo Mexico o7 Canaca
Sy U not @ {:al.saj ;znk ) ’*EAF‘TA SRS A UUNPCEA I R N
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NEW ;gggg;‘mﬁgg, Pg'ﬁ’ TE 55&;’?98 RESP()\SE TG ?&'AF‘TA

. ' Nortr Amanm busmf:sscs are sper&zzx*g i new ways in rcspo'xse 10 Nﬂ‘-\}"'{'& $
’ »hangm Bacm.se NAFTA z:-*cates more options for s&rvzzzg the North Amemm‘z markat,
SN . epporzmzms oo ' . T -

[ .? 4 M - s S . * - ma
. ) Cﬁz‘porme smtegms K respond 10 the zﬁxegrat on of the North American ccazwmv are
< mmpmhanmm “.Some firms are resg:ondmg through increased production and new
' investments in their, gome markets, while for others, inwr-firm agreements and sr.ra:cg:c
aiizances a the trarsnatmnal level will generaté a new regional dynamism. In either event,
LU firms are raumahzmg and reszz'ucturmg fo, takc advan.,age ef NAFTA. " '
Bzzszness czeveiugzz?ent sz,mzegles for addressiig a umﬁed North Amaman TOATKEL e e
‘‘‘‘‘ T T s e TESpansiveE s SpECIfic mdusmf and ¢ cgmpany needs, The choice will vary from
COIRPanY to COMpany: no one approach will wcri{ fcr all.

e

Mawmm;

v

Companies are now freer than before 1o choese their preferred method of serving an
. " expanding cussomer baser For instance, with the elimination of aniff walls as a basis for

¥

ald T
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. ;}i“i‘}dlllgf:‘lﬁn :::c.;::,oz; decisions. some I a‘*ﬁs can service their North American customers most

. economicailv v exponing from their home base. Manv COMpanies are. meeung ingreased
' dema:i:ci“b}" :e.:mazzv or expanding their natonal production capabilities Or SIMply recirecunsg
resources ¢ expiclt more fully existng ‘capacity. . T

-
s
1.2

v
ey [ »
P

This 5. the case for Health-Mor Inc.. which decided to keep production in Cleveiand.
{)hm ‘rather (man to move e Mexico afier NAFTA removed the 550 Mﬂxzcan tari{f on is
- 51, 280 vazuum cleaners. Pandmax, a srhall Califomnia company that amgns and,

Do ‘%, manliaciures surge proteciors.for high-tech eleconié, eduipment, added an addxu{mal shift
S e of pmzmc iDn W orkers in order o maet NAFTA«genemwé saies Su‘nﬁariv stmzzped wz

‘.'manafac;m acility in Tt:ms as a resull of \IAF'Z‘A Rﬁgwnai ﬁxmr* sales sp*.zz'mi sv .
. NAFTA have \,ci 0 job isereases and huzbs, p*{}f‘zts for these firms. ’
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L3 oo Even tor indusines’ 2113{ alre:wv ﬁave X reiaman hi gn degres of Nonh Amamaz‘z )
A WL .

(f!f’l}n{tgratlt}ﬁ, e removal of mary non-taniff bam sas aJowmg them 1 rethinki thc*m”, o

SRR ;" approach 10 e ’\az‘m ADENCEn mm}m-, ) s
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' *Z”’ze Ao znduszry ma gmd e:czmple, ?no‘ o N’AF’Z‘A mt Mﬁxzm Auzo Dacm "
dzcraw& thﬁ wrms of production and saie-in Mexict. . Among the more onerous requirements
o ..Was'd:; tmda -balancing “regulation” that mqmrec% auto-rhanufacirers-o ;;roducz and export”
 from Mexacc- $2 worth of vehicles foz‘ cvery 51 wc:’th of :mg:»ons NAFTA phases out this -
- ahd- ozhe:r restrictions over en vears. !

-
‘ et

- *'f?é‘:“ £%: 'NAFTA makes subsxanua.i vz;:mcie exports 0 Mexico from the 11.5. a sazwus
CY possrbxim’ for the first ame.  As a result, this year: C&wsicr Corp, plans o export to Meéxico
2,500 Dodge Intrepids bufit in Newark; New Jersey, and 3,000 Jeep Cherokees produced in .
'I”oia;io Ohio. General Motors has announced its plans to export 15,000 cars and trucks to
‘ “‘MexicS in 1994, up from only 1,700 last year. To sazzsfy increased demand for their- cars in
<" Mexico, Ford is expanding pzeducnen of the Escor: subcompact at'its Wayne, ‘Michigan

e fa::zizzya .All in all.-the Big Three expect o c:xport SS i}OO cars and trucks in 1994, campaxm

. 10 only 5,000 venicles in al of 1993. :

-
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For many large firms, the mital response to NAFTA is w0 create some typé of North

American organizaten or business unit. In fact! the Council of the. ﬂmerzcas confirmed-this -

e trenzi in 3 survev iast vear. We are findingthis kind of North Ainerican reorganization i be

true even of companies that had mot previousiy been in all“three markets -- such as Heinz of

Pittsburgh, Pa.. which has substanual sales to Cazada but none yet to Mexico. Prompted by
NAFTA, Heinz rormed a North American unit o examine the possibilites far achieving

greater ecanomies of scale, -
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Warrar-Lambem decided 10 cenwralize eonuol of it Canadian. Mexwan ang ULS.
operations 1o [2%Z, in a;‘;zicipazion of NAFTA. Under the new entizy, Park Davis North
Americizn. reizlionsnips between the three divisions have been “e:cczzm“rca allowing the
company 0 cgniralize operations \man necessary as well as respond Cx..a..i\’ whan gdesirable
10 do so. The rasull streamilnes z}rodu don and minimizes merhoiencies: '

- These wvpes of acdons allow firms 10 assume a strategic North Amesican outicok and
serve a unified. North American cystomer.base rather than three distinet markess.

Raz’ww Sng Production lLines

. . Ll 3 v IRl
Anerensi; ngl }? *nae around the worid is ba g resimctured by the invesimen: plans
and collaboration agreements betwéen:firms that are organizing their activities giobally,
NAFTA will "'wmig an additional impetus 1o this phenomenan in North Amenca. Thus.
while Nk“’l miscore s a trade agrezmient,-an 1rr‘pc>naz'%; elemen of this is the new

economic infrasiricture NAFTA prov: iges for **omo"&m‘: nv&s&mﬁ:m

. As Noriht ameriean compani&s become free to redeploy resources berween the three
coumiries, many larger firms with production capacity.in ane or more NAFTA countries are
finding new and better ways to achieve ¢conomies of scale and serve a unified North
-American market more &f ﬁmanm

. " Many o7 these firms had buili up dual systems of production In more than one
country that became redundant once tariff impediments were removed. The need to better
utilize excess capacity inevitably leads 10 the rationaiization of production lines.

For inswance, shordly after implementation of the CFTA, Whirlpoo! ceased washer
production at its inglis, Ontario plant, and instead, begin importing washers with more
advanced tecnnoiegy from s plant in Clyde, Ohio, Shutdown of the plant was part of a
North America-wide reorganization, which also provided: for the movement of some drver
production 0.3 newer plant is Inglis.

Strasegic Corporate Allipnces

Many U.5. companies are establishing strategic alliances wath their Mexican and
Canadian counterpans as @ way 10 gain a stronger competitive foothold in a unified Nerth
. American markel. 1he nature of these alliances range from targeted loint ventures 1o

o b e g v o e mergers- ang acguisttions! depending Lpon zh: spez;xrr szmctumi needs and buszmss

; imperatives of the miﬁzzstrv - .
Access and control over distnbution and sales channels is a crucial facter in .
- successiul marke:mg of food dnd beverage products. Pillsbury expanded its distribution and

sales capacity in Mexico by purchasing a 49 percent stake in a joint venture with Pacific Star
. de Oceidente 10 form a new company, Pacific Star. Increasing Mexican consumer demand.

¥
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fand a ,me: ‘:Tﬁ*&i“*:‘\”‘e for .S, food proqucts, led Pilisbury 0 seak g way of improving the

insurance. surety’ dnd bonding pamzms of s Me&x’.\.an busmess operatioss.

) mmkaz oosition of 1 s leading a*:inc.s“_ '

Simiiarly. Miller Brewing Company acquired a 20 percent equity share in Molson
Breweries of Canada. as well as U.S. distnbution mights for 21l Molson-products: The
purchase gives Mifler beuer access w the Cananian distributon sysiem. 2 financial siake in a

competinve product. and control over distribution of that proguct in Miller's kome markes.

n the sinancial iz‘zdusm' ‘s’s’csmm Unton and Elsckirz Mexico are cmmrarjng 0w

‘ markez their products and services in @ way that capitalizes' on existing branch networks and

name recognition without draining rasources through autrzvht acquisitions.  Western Union

. f:mcrcu inig 2 memw* venwre with EZ&KT,I‘E Mexico that :3’“&3‘%(’1(:163 money, wansier
- services from the Uniwd States o Mexico:, 3 gwcs Westera Usnion divecl, immediaie access

1o dzszz‘:budm ‘channels Tor us scmccs wzzéwut cosm esuabli snmem m z; w- factiites,
Ez‘; thie z:m cr other semces. w ramavs a:mounwa a ”*za:mu.;:., alliance with six
(1.8, railways 1n order 0 position iself for a greater share of the zmsi}e'd&r trelght traffic.

. As part of the vanmure, CN North ‘America is spending $155 million to buiid 4 1.8 km (Wanel
- under the St. Claire river between Ontane and Michigan. A partnership with APL Land

Transport is providing the {irst imermodal container sc:mce imicmg the 1J. 5., Mexican and

ﬁanad*mrrark“isu o o L S

w1 g

-Some acqaisitions provide supporting services that will facilizate the firm’s prineipal

‘sales acavity, For example. the Chubh Insurance Group's purchase-of a 30 percent interest,

in Seguros Equiaiiva ang i5 2ff iliate, Central de Fianzas, gives Chubb control over the

F

Other mergers and acquisitions provide for rparket access. Foilomng the
Government of Mexico's pm'atzzazzon ‘of the nationa) telsphone company, 2 consoriium led -
by Southwesiern Bell and including France Telecom and-a Mexican pariner Grupo Carso,
successfully bid for 2 20 percent equity in the new, company, TELMEX. " The purchase
grams the new owners a six-year monopoly caacessxon for basic relecommuricadions services
lagting undl August, 1996, - :

Technology and infrastruciure needs are 2 powerful mix in high-tech firms. AT&T
f:;rged a joini business alliance with Unitel Communicatons, 3 major Canadian
telecommunications carrier that will enable both companies to combine their national .

networks and offer & Wider range of services. Unitel wiil use AT&”Z"’S Proprietary network
saftwar’ and gquipment in return for a 20 percent squityishare. Co

Similariy; GTE recantly announced expansion of its air-to-ground telephone nétwork
in Mexico and construction of a digital network in Canada, which means airline passengers
will now be able 10 enjoy the conventence of placing phone calls while flying among the
business centers of ail t%*reﬁ NAFTA countries. GTE formed a joint venture company with
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Teimesx. Mexico's wisphone monopoty! that will construet and operate 2 network of
"elecommunicaions siations 10 service this newwoik hroughout Mexico. GTE is upgrading

. itg zroumd nerwork in Canada as part of an already established relationship with Canada’s
- Skviel Communicadons Corp,

A more exhaustive 1ist of mergers. acquisitions ang marketing alliances can be found
in an Annex beginning on page 48: They ali underscore the creativity and rapidity with
which business ¢an seek new pariners o tmprove produciion and markelng in an expanded
regional market. ” : ‘

S NEW STRUCTURES: REGIONAL SHIFTS AND COOPERATION

The dvramism of NAFTA is not limited 0 how business strugiures iisedf. but also -
sxtends 1o how change wiil effect the economic gmgmph}* of North Amenca. Trade flows
will not move or grow evenly acrpss borders. Rather the flow of goods. services, capiuil
and peopie will strengihen between the areas of each country that share common nerests

. E and are jinked bv Uransporation neIworks. .

The Emergence of Trade Cornidors

. ' This creates the possibility under NAFTA for dynamic "trade comridors® to emerge

' that link all three countries, bringing enhanced economic benefits 10 communides and
businesses located along these rowes. Communities along these north-south corndors may
have many more common nterests with their counterparts in Canada and Mexico than they
do with other U.S, regions, even those that are contiguous. [Figure &, pp. 46]

L3

3

We have already seen this phenomenon as z result of the U.S.-Canadian Free Trade
Agreement. An exampie is the existence of cross-barder entities such as'the "Pacific
- Northwest Economic Region” (PNWER), which comprises three Canadian provinces and five
U.S. siates joined mgether o promote the economic development of the region.  Similar
cross-horder armangements axist between U8, states and Canadian provisces to share
?sydmeiccarc enerfy, coordinate environmental policy in areas like acid rain reduction,
jointy plan wansportation syswms and promote regional tournism. '
The addition of Mexico to the U.S.-Canadian free trade agresment Creates even more
interesting possibilities. The major trade links between the United States and Canada are in.
a e et Niggara (Buffals-Hamilton) and Michigan (Detroit-Windsor) frontiers. Between the U.S.
and Mexico. the largest share of commercial freight passes through Laredo, Texas and
Nuevo Laredo, Mexico. These major gateways are connected through major trade routes
originating in Montrgal and Toronto, passing through e Eastern U.S., southeast Michigan
‘ and the industrial Midwest, and ending in the indastrial heart of Mexico, i Monterrey, just’
150 miles to the south of Laredo. The major border.crossings in Laredo, Buffalo and
. ' Detroit act as “funneis® focusing trade routes that pass through the 1.5, in what are
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currenthy yziner diffusa Dﬁii&}"’}ﬁ The development and improvement of these routes {5
critical 1o an niegraied Nomi American market

This 1 major Basiarn Amencas pathway 1§ agt the oniv emerging North Amesdcan
rade comicor. Separaie land wansporauon rouies link Canadz and Mexico through the

Pacific Nomoaw esu’Caiifc}mia the Rocky Mounuuns, and Upper Plains. Current predictions

of future trage Mlows indicatz that the gastern comidor volume between the U.S. and Canada
will increase o7 an annual rate of 5 1o 7 pereent through 1997, Weswrs route traffic between
the U.5. anc Canada is expesiad 10 increase by 16 {0 24 percent over Wit next en vears.

At the major U.S,-Mexico gaieways along the North Americar: trade corridors.
expectations are that commercial trade volume will grow even more dramatically. A study
oy the U.S. Deparument of Transportation predicts that trade through Laredo will increase by
120 percent by the vear 2000, through El Paso and the Rocky Mountain trade corridor by
110 percent, and through the C“h{ang. trade corridor gateway in San Diego by over 200

‘percent.’

The rail and ek land ransportation corridors running through North America
comprise between 50 and 90 percent of trade between the U.5.. Canada and Mexico. This
is not the whole picture, though. Significamt amounts of intra-North American trade pass
through poris and the intercoastal waterway systems, The Grear Lakes and St. Lawrence

- Seaway System are criticai transportation links berween the U.S. and szada connecting the

intercoastal waterway systems of the two-counuies. Freight can pass from Canada through
the St. Lawrence Seaway, directly into the stmsszp;:x River basin and-the U.S. intercozsul
waterway sysiem, .

The {1.8. and Mexico do not currently have a such an inland waterway fink, bur as a
direst resuit of NAFTA, the povernor of the Mexican state of Tamaulipas has developed a
comprehensive pian that could be completed by the end of this century o link Mexico's
intercoastal svsiem to the southern U.S. Gulf Interct}asmi waterway system through
Mawmoros, Mexico and Brownsviliz, Texas.

.S, and Mexican seaports are also integral parts of the North American trade
cornidor nerwork. High waffic Gulf Coast ports like Houston and New Orleans have been
acavely forging links with the Eastern Mexican Port of Veracruz (the busiest port in®
Mexico}. This port-to-port route provides a much more direct route to the huge Mexico City
market than the land routes zbmugh Texas. Even before NAFTA, almogt 85 %zzlimr‘ i rade .
passed through this rowe, ™™™ 7T T T T

-

+

These evolving trade routes wili have esormous impilcazzcns not only for the
economies of these regions and the geography of North America, but also far popular
support for NAFTA. “Comminities that find themselves along these evolving trinationat
trade corridors will identify more with the prospects for an increasingly integrated North
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American markel in fact rather than passively waling 1o see what shape NAFTA wkes,
many communnies and siale and ocal governments are compering Jor zhe Qpportuniies.

In an interesdng Easi-West twist. the ?en o Miami has bﬁien acuvely Dro-n& nga
trade link wilh the Yucaman oS af Mernda and P*ovmso realizing that they are in fact
closar 1o thesz imporant ;}e:ms than either Housion or New Qrieans. Pornt of M;m; offzcxa.is
see this as a Jong-range siratagy that wail wltimaiely set up wanguiar trade between Mexico.
South Figrica and Miami's major markets in the Capz}bean and South America -- our fumre
hemispheric 2 ac corridor. if yow will. Such a development should help engender the

support of the i arge Florida Hispanic population that siaved relatvely ;:eassw&,:.hem; Wi e

. NAFTA debate. in-pant out of concern -that Mexico would divert tradé from mote eswabiished

,.n P

Latin routes. »

Recognizing the importance of the links berween U.S. and Mexican poris. the
Government of Mexico is underaking major modernization at the Veracruz and Merica
seaports. along wiih those that form key Links 10 “the Western North American trade corridors
such as Manzaniilo and Lazaro Cardenas. aner this program they will invest over $1
~bitlion in port improvements over the- next five years,

In another example, ihe Govc*zmr of Kansas recently travelled to Mexico,
speeificall y 10 build connections between her state and the governors and business - ;.

" communities of the southern end of the North American tmcie corridor passing through

Kansas. An interstate business and government I-35 coalition has recently been formed, w0
buikd suppert for the recognition of the Intersitate-33 highwayv connecting Laredo, San-
Antonio, Kansas City, Chicago and Detroit"znd to seek addivonal federal funding. They -
have already made connections with their coumerparts in Canada and Mexico along the same
North-South trade corridor (Toronto, Moatreal, Nuevo Laredo and Monlterray). A similar
coalition has sprung up along the Rocky Mountain corridor.

‘We can expect 1o see more of this type of active.exchange based on common
sconomic mierests berween regions of North America o accelerate during the coming years.
Just as the development of the U.S. inerstate highway system had 2 profound effect on
linking our communities and creating 2 national cohesiveness, 5o oo will these new ceméoz‘s
create avenues of regional co?;esweness

e C et - dam ewn e .

» J

NEW ms*nmrzgws GOVERNMENT RESPONSE TO NAFTA .~ - o -ov.

NAFTA’s changes o our regional trade and invesiment regime requirﬂ new
approaches and new govermment insttutions 1 respon:f effectivaiy 1o the emergmg
commergial landscape.

®

-

The broad scope of NAFTA makes this parucularly true. NAFTA is the first trade
agresment 1o address comprehensively the “anew” issues of investment, services, and

win

‘.
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with differenrves over mmmmmum ot L?ze Agreement:
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mzs;liﬁs,.ﬁmi sropeny righis. Mareover, NAFTA broke new ground i its Supplemenual
&gr&.’r‘enfs ov considering the m*era tion berween vade and the envirooment, znd tragde and
labor, ~ew programs 1o address infrastnicture deficiencies ziong the U.S.-Mexico border

-a.lso were ereaied w ke a{:vanm of the eCconomic impact of ade on the enwr&nm&m

integration m&vsmvlv rcqznrcs "ulaes of J}t: 2EMme 10 ensure that all pardes have a full
oppOrunity to reaiize the potendal benefits. The economic incendves in 2 North American
froe vrade 2rea ars 2 powerful moUvalor i create & Sysiem that works, The new instiutions
that follow repragent the common mechanisms info which we werg wi ilzng ws chamne] our
COMMOn as::z*anorzs . o .

MMM

»

The significance of any trade agreament d v&ncis tn large ‘part on its gbility 1o Gﬁ:ﬁj

=

Like CFTA, NAFTA creates 2 Commission that mests regul aélv o review e
implementation of the Agreement and 1o se out the work program. review trade refations
among the membpers, and discuss problems that arise.  Disputes that caanot be resolved
through consuliation may, al the request of a disputing P*zm}, be subject '0 a pane! review.

K3 " . - Ay, *

o Regarding the CFTAT the most ‘remarkable fearure is how few c:hspmcs zcruai%} got
to the panel stage. By setting up a process that é&monamwﬁ we were willing 1 live with 2

suong rule of law, we designed a system that was highly successful in accz:mpizshmg dzwwe
avoidance.

However, NAFTA did offer an opportunity to improve upon a few features of the
CFTA dispute settiement process,

To guard against conflicts of interest, a concern that did arise under the CFTA,
NAFTA provides for Parties 10 agree on the roster of panelists; for paneiists to be chosen by
“reverse selection” (each country appoints only panelists from the other}; for pane! majorities
to alternaie between the dispwiing partes. These refinements will go yet a swep further ©
ensure that decisions don’t have the appearance of being politicized.

. We also tmproved the quality of the decision-naking by bringing in more expertise.
Scientific review doards may be set up 10 advise paneis on environmental and healrh. and - o

~safety issues: panelisis déaling Wwith financial services issues must be experts in that field

and antudumping and couniervailing duty panels should be comprised of zucigf:s rather zfzan
trazic practiioners, ,

Finally, NAFTA includes severat novf:l features to help minimize problems arising
from differences in our lezal systems, When disputes arise between 2 company and 3
government regarding NAFTA's investment protections, the Agreement provides for
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.- resoiution (hrough vinding arbitraton.  Instiling more cerminty in the buginess e:rmmhmcm
shouid give o Doost w ovestment in North America. For privale commercial disputes.
NAFTA-eacourages the use of arbitraton and other alternative d%spme settiemen
mechanisms. Ve wanl NAT‘?A 1 generale 1008 in our faciories. ot N Our courrcoms,
JEVI PR | - "‘E‘“ 9; L L
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NAFTA's Socigl Agenda
e

NAFTA isan ;m;xmzm potitical breakihrough in recognizing e relation berween
trage. the environment. and warker rights, Througn s supptemental agresments. NAFTA
z:reaz»s rwo naw (rilateral commissions 10 pravide for cooperation. public participation and -~
ce dzspme s:tja*r\em,pn environmenizi-and labor ‘maners. tHow we manage these new
institutions wili %a:ﬂei;» oezcm“‘me whether freer wrade advances tcgamcr with progress in
protecting the environment and workers,

These new instit :zz.orzs are in m%n& ered waters. They will have to deal with the,
sovereizaty-CORCerns of each country; morenver, they are going to have 10 balance providing
. & proper framework for business decisionmaking without interfering in the daily conduct of
. .. wa. _-.BUSINESS, which would risk the gains of NAFTA. Whetber we succesd or fail will have a
 profound effect on our progress towards hemispheric integraton and on our post- Umguzv
Round agendz in the new World Trade Organization (WTQ). :

B N ' In the environmental aréna, the prospects for brcaking new ground are best when
market-led and policy-led imtatves converge. Here [ think the increasing global atienton
of not only environmenial non-governmental organizatons (NGOs), but also customers, 10
the environmenial aspects of production, packaging, and disposai have already prompred
business o integrate environmental consideradons into their corporate structures and-business
- ~ 7 srrategies. 1t is increasingly common 10 find multinationals whose policies are to tmplement
"best practices” in their foreign operations worldwide.

The private sector also is working toward a more integrated approach o worldwide
environmenta! policy. The internatonal Standards: Organization is developing environmental
managermen: standards stmilar o the companion [S0-3000 senies on industrial product quality
standards. Canada has been selected as the site of the Permanent Secretariat for the effort,
and the U.S. will Chair one of the six subcommitiees under this effort {enwmnmenw&
performance review). .

Labor policies. on the other hand, tend to differ moré amopg countries, ref}act.nv
e e - o] -culture and practice. " Less progréss in mnvergcme has made it more difficult for
B institutions such as the International Labor (}rgamzazzon 10 reach agreement on ppropriate
' ‘international standards against which to measure compliance. In the labor supplemenmai
agreement, we agreed for the first time on a set of principies that provide for bas:c work&
protections i North Amenca. \
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Of 5. the 1ibor issues, wages are the MOeSL CONtentous. thly was deait with .
indirecily n NAFTA %w P**tth 2t Szjmas pz.me 10 INCreRse MUnimum wages in hm with
rising labor crodyccivity - a chalienge for any of us.

; __\m“ v
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H*s Ssae should defuse somewitar as Mexican workers' wages rise under NAFTA.

“Since mc Afexican economy staned growing again in 1987, Mexican wages have risen 37

percent. Mexican economic growth, spurred b\. NAFTA, is absolutely hecessary (o continue .
these gams

In the immediate future, NAFTA's spotlight will be on the rights of workers ©

- urionize. The'U.S. National Administative’ Offide, the™ first point of contact for complaints

about iabor pracuces in our NAFTA parmners, mcemlv accepted for review two 1,8, union
submi smom regarding freedom of associztion and protection of the right 1o organize in
Mexico. This will be the first test of how we collectively deal with sensitive. sovereign
issues under n2 seruliny of i:;uulzc view.

MO "
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One :iing we'll have © watch out for - that our conduct of this process does not
Ainterfere with the daily conduct of business.” “Obviously, decisiohs 15 hire and fife are'made
every dav, and we need 10 e ‘mindful that the obligations of the Agm:mmz are on
- governments 1o enforce their laws, not on individual firms.

We aiso will have 1o take 2 carefiil look at the relation between tabor issues and
broader economic policies. For example, U.S, fongshoreman have recently complained that
Mexico's efforts w.privatize its ports have the effect of union- bustng. Privatizaton'is a key
element in Mexicod's drive for modernization a.rz.d development, and we will have fo stike the
right ba}ancr:: berween our efficiency and labar goals.

The new “social” institutions of NAFTA’ offer both the ving-and the vang -- more

" cooperation. Dut also more contenton.  Their development will determing whether NAFTA

makes.North America & more or less atiractive site for business and investors. Done with
* vision and sensitivity, they offer North America the eppormmty 10 exert leadership on
paraliel 1{*1{2""«&5 in multilateral fora.

Bonz’er Infrastrucrure

-

The U.S.-Mexico border became an important symbol in the debate over NAFTA:
would further North American mz&grauon lead to runawdy devetopment or would it provide

e = - = the means 10" deal” with' the fong fastering- prc}bk'&ms of zna{ieqzzme infrastructure? In the end,

there was a general recognidon that only economic growth would provide Mexica with the
means 10 ackle its environmental and infrastructure problems.

In the meantime, we :é.nnﬁed steps that govemmems could take 1o improve the lack
of coordination and fanding for critical environmental infrastructure projects that wouid
benefit both sides of the border, Hence, the bilateral North American Development Bank

=t
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(NADM;’\' NG the B&os* Environment Cooperation Commussion (BECC] wers bom. The
BECC, =z pasucviar, wilkbe 2 powerrul foree for ¢oordinating environmenwl cleanuy along

" the Border - ot only bat?u&m our two countries, but betwaén often compeling jocal ‘

jurisdiciions.  Sdier evz“ns;»a public hearings. the BECC will assist sates. local communities

and the prvals secwor in siting, arranging financing and appiving environmental sr.mca;cs o1

%:»eamez ‘-:r:s::::::;ure pro;zcts it cerufies

It is 1he financing issue ihad is most critical. The problem is. govermments can oniy

‘do so much, The 1.8, -Counetl of the ‘Mexico-U.5. Busingss Commities esumates U.5.-

Mexico borcer neads over the naxt decade at $5.8 billion for water-related and municipal -
waste projecss alenel some have esumated overall ‘needs may be as high as $20 niliion.
(Tabi € & on page 47 iljustrates the range of infrastrucmure prms‘m.ﬁ&mawmg board.? -
5ve*} with subsiansial monies from existung sources, inciuding z‘mizdateml deveiopment oaﬁas
like zh;: Waric Bam. ;i‘}ﬁ financing gap” is considerable.

iza SQ%M;OZ} is 1o get the ;3“1\ ate secior more invoived, both through greater T=307 io
user fe2s ant hrough z;rz:aaw proiect ninancing for the region’s needs. That message came

> througtTolB 2nd clear in/an infrasiruciure Sonference Co-hosted by Secreary Brown and the
late Secremry Cologio in San Antonio inJuly 1993 that was attended by some 500 wop

financiers and project developers. It underlies the principal the NADBank is hase:d on: l?zr:
need 10, éﬂvemwc Aumzzd gevcmmanz FESOUICES.. with pfwate capitali o

R::ccrzi“‘ WE. arc sef:mg some innovative devalopmams For &xampic some 3”’{}
ma:gmzadc Tas in. Cuxdazi Juarez have pledged to contfibute 2§ percent of the cost of three
wastewaler *ﬂm%zueé itv'the region that would benefit both the companies and their
communItY; {tHey reé%mi ang Jocal Mexican governments would contribute 35 percent. with
Lhc z‘&*namma ‘sSare. pmvlded b‘: a privaie investor. If the pian goes forward. the companies

wiil 'ez:ouzz ineir sharaxmmugn dISwOUIlfS 10 future water-use fe.as

.*..f,"s"‘" : s ‘

z&lsc Mezz\,an off’ cza.ls are’re-thinking their traditional ﬁn:zmc*tzg sources. Local
govemzz:er:z teaders i szu:mz wwant: to establish’ their own wx assessment districts o heip
.finance a 311 i mxliwn ’mfrasmrtma project. za “build highwayvs and pay for urban repewal..
'{'h:s is‘a tvpical .%rmr@f financmg in the,United Siates that up until now has been mz%zf:arci of
in Mexico. " Tijudraowill seek the siae gt}»ammcm 3 apzzmva} of the plan z.zncier a 1984
federal | faw that has%avzr been’ um ' . :

by 4w + . - . w
<u,v -4

ina amlv infiovative m{zve the U.5. Eximbank and Banobras. a Mcxmaﬁ bank. have
agreed 1o a joint program that will make financing available for U.S.‘waste water treatment
facility exports «© Mexican cules. thia usér fees will be collected 10 pay for the
equipment. the two banks will serve a5 loan guarantors 12 municipa pavmems tag.

L1
R DA

There 15-als0 activity on our side of the border: The Arizona legislature just sent a

_border:development bill to Govemor Symington to establish a new state authority
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which wiil work with the NADBank 0 finance inf frastructure projects along'Adzona's, o
borger. SRR

Finaliv. one of the biggest sieps in helping Mexico address its.financing needs mav
be the cazision of the OECD w invite Mexico o be the first developing courmtry 10 join the
ranks of e wndusirial natons. That voie of confidence for Mexice’s economic '7¥'<}gt'8':§$
may boost Mexico's prospests for a,crzzsvzug ACCESs 0 capital markets al bczzgr 1er

CLINTON ADMINISTRATION EFEORTS TO MAKE NAFTA WORK

Successivl implementaton of the NAFTA by the Parues i3 key © demonstrating the
suzcess of the Administration’s export-led economic growth policy and for maintaining broad
public support for meenng giobal competition through open markers. Our efforis o exiend
trade infegration in the Hemisphere, as well as much of our :xtzstzATT tragde agenda, will
depend s;(;‘ sow well we impiement NAFTA.

From ;hﬁ U.S. standpoint. the :mplementation of NAFTA has several components.

Firsi, we are monitonine dian compitance with the Agm:mcm

“We keep close contact with our bzzsmf:ss cemmamt} 30 that we know when problems arise.

So far, implementation has proceeded refatively- smoothly. - . The most Ccommon-problems we
are hearing about are administrative in nature, such a3 customs enforcement, and are 16 be
expected when pulting such a massive change in place. The U.S. Census Bureau is teporting:
that between one-third and onechatf of U.S, trade with Mexico and Canada is already
enwnng claiming the NAFTA- ziagwprcfcmnca a high pememagc given the newness of te
procedures and the szgmf‘;z;am pmpgmmz of cur trade that aiready entered du{yvum

jo A
e ! . -

We also arg kmpmg 2 v:az‘.hfzi eve for any rzuizzras to 1mplemcm the Agreement,
We are on the front ling in hmng from the business ccmmumry when a company believes .
that they are rot getting the benetits of the Agrecment, both through our daily business
counseling and through our femtai adwsory system (including our 17 Industry Segtor
Advisory Committees and 3 crt;ss S&zom advisory groups covering-customs, standards and
intellectual property rights.} Wa'racogmze that the tmplemzman{m of this Agreement is as
tmporant as i1s negotiation in de{cmmmg £2zc framework under which NAFTA wiil deveiop.

*f"x - N

Second. NAFTA has an extensive work program designed © further ixbeghz trade

in Norh Ammea There are about 25 working groups addressing such.practical. matters as -

e CRAHIRG 4 Teans [o7 the ‘mutial recognition of professional licenses 16 developing 2 trilaterat

Advisory Commiuee on Commercial Dispute Resolution, Our bigges: effort at the moment
i§ to identify products on which we can agree to accelerate the elimination of taniffs. The
U.S. Government alone has regeived well over 2.000 product petitions from U.S." industry;
under the CFTA, wnffs on more than 600 pmciaz:zs worth more than $9 billion, ‘were

- pemmoved under this process,
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. several new instintions are created by the NAFTA, As | discussed eariier,
there =2 new (niaterad insdiutions on the environment and 12bor. and new bilateral
institusons- on border infrastruciure and financing. In addition. we have agresd to 4 North
Americzn Trade Seeremniat, incated tn Mexico, that wilj coordinale administrative maiers
for the working groups. Locations have been decided for each of these instirutions. and
draft 1;135 31 a*‘cx:,cc:.:z‘»s and draft work plans have been published for most. We are
currentlv ¢ealing wath the challenge of finding the rigit r}eo;;le to higad and sialf these
bodia:s‘ There are g challenges for the effective operation of the U. S. nationai section of
the MAFTA Segrewmnat, which i housed in the Department of Commerce and provides
adminizraiyve support for dispute seitlement. The exzcm of the demands the U.S. Segrewarial
will face vnder a wilateral NAFTA are sill unknown. but under the CFTA this unit averaged

- over 1 million pages of legal papers a vear in s “clerk of the count” capacity,

H
-

On the Tnancial side. we have taken 2 major step’in increasing our wois 10 deal whi
disruptive exchange markets through the creation of the-North American Financial Group.
This new consuliative arrangement will promote orderiy exchange markets in North
America. Jaoiiimiing regional’frade and invesimen: flows,

Fourth. the U.S, Government has been paricularly active in the arza of Business
putreach. Through technical seminars, auvtomated systems, and ;}1’05353’10:;31 staff, the
f}zpaztmem of Commcme provides up-to-date 1nformaton that 18 critical i enabling the
busmf,ss community 1o za,ke advantage of the NAFTA. :

i

Qne of our most effective trade promotion efforts is the well-known "Expon
Mexico® vag-a'n which focuses the efforts ofsthe entire. &dmzmst:mon on our fastesi
growmg market. This program has provided immﬁy ‘thousands of businesses with .
information sagarding how to take advantage of NAFTA. In just the first 4 months of this
year. in-paninership with Federal Express, we conduciad over 70 seminars across the nation
that instructed 17,000 U.S. exporters on the nuts and bolts of NAFTA's customs « ©
. documeniation. . "Export-Mexico” also provides on-going counselling efforts 1o U.S.
com;}aﬁ;es to help them 1£:'lezz£zfy trade opponunities.in Mexico. Busingss inerest 1§ intense:
so far in 1994, our Embassy in Mexicd has experienced 3 SO percen: increase in trade
promotion events. while our automated wnformation systiem, "NAFTA Facis®, has averaged
30,000 documents & month. )

Finaily, maintaming public support for the NAFTA will be crincal. not only for the
success or the NAFTA., but 10 future rade agreements as well.  The Depantment of ... -

st e o e Cammerc»"’s constaitly ORISHNE business response.io NAFTA. “Success stories” provide

eticouragement 1o other firms to-lest their wings with Mexico and are distributed via our
biweskly "NAFTA News." Congress requires 3 full report on the econemic impact of
NAFTA in- 1897, -

- E

5



IMPLICATIONS FOR THE FUTURE . = . -

‘but the rendinv U5 dbeing crested. We face tour key challznges 10 NAFTA's suncess.

5

" ¥

i ¥

‘Sighing the NAFTA isn't 3 conciusion -- it is a beginning. The framework exisis.

el

e

.
»
=

e h
Choiipnee §]- Hamnonizaton losurs

. Integration means greaer and more cwn mmp&{.wﬁ, NAFTA has dismantled the
radizionai barners 10 trade and investmen:, but like the provertial onion. undemeath thers |
are more iavers ¢ peel away. The absence of trade barmiers makes the significance of. QJI&;
policy differencas loom much Za::gt:' . -

. These harmonization issues - differences in legal svsm*r.s, regulatory policies,
cnmpezzrlon noiigies, tax aohc*as exchange rate pozzme& gIg., -- are the futtre agenda of

- global trade wiks. put we will confromt them first in NAFTA.  As deeper integration extends

 private sector initiatives to iy to ciose the gap in‘commercial practices that arises from

1 areas previousiy considered "domestue.” it is in our mutual interests w explore as many
avenues as we can for finding common ground on these issues. Some m{:c‘}amsms are
conained witin e NAFTA iself - for example, the trilaterni Working Gmu‘p Gh 1rade
and Competition and the wilateral Work Groups set up at Canada’s request 1o explore a new
approaches 10 subsidy and antzdumpmg 1s5ues,

NAFTA has already ms;umd some szwgms Mexico passed a pew competidon Iaw
last year that was widely praised in the United States, and suggests we can learn from each
other. John Clark. a top U.S, antitrust enforcement official, noted that in contrast to the
United States - where it took 100 vears o develop the notion that antitfust éaw proects
competition, nOl COMPELLOTS --Mexico's new law explicitly recognizes that economic
efficiency shouid be the ouchsione of antitrust znwrcemcm and can immediaiely begin

pmwc.me the process of competition. ™

. .ty ,--‘

[

- Of course. governments are not the onty players here. | am quite impressed with the

+

differences in our legal systems, : " _ S
One such gronp is the National Commitee on Uniform Transportation Law and
Pracuces, which 15 working to develop a common approach fo how North America
compensaies for cargo damages and Josses. This srilateral. grass-roots effort bas among its

1

parncxpzms lawvers, wghzx«fomar&ers transporters. ané Shoppcrs,wevcﬁ -govemment-officials

'have been invired to sit in on the panels, . -

_ This effor illustrates the many differences that can plague business "as it is
practiced.” For example, in the U.S. and Canada, it is assumed the carrier receives
merchandise in good congition and is responsible for its safe transit; in Mexico, this is the
equal responsibiiity of the owner of the goods and the carrier. Compensation issues are also
treated differently: Mexico applies 2 formula based on weight that can vield very low



e ikhe B i 3 T

Ea
e,

"’&r; : 26
recovery T, wiitle wrifis yded Wigh the ICC by U.5."common camers determine the ii"z‘zizc '
of theif iizdiliv,  As simpie a pracu 2 as the Mexican reguiremant that a plainur? show she

original z}m = iading can reduce the ability to sue. since the bill is {}xlﬂ"ﬁ etaiped by the
cartier undl Cnal paviment s mada. .

2

To iuiiv capture zlie benefits o7 {ree trade, we aa.,d clear away the underbrush thas
keeps us frem .0 ¢azvv a truly *nug*ami market. -

Chgliense 32: Rigagr:mf Sra.zef’meg:mf Relarions AP
Anc:u?zw chalignge we tave o address in the futire i3 zmw o mcarpo*aze subcentral
governmen:s inio our integraton efforts.

The manner in which smes!arevmces interaci with increasing | nteﬁ“aue{z i$ compiex,
As i “*xf*nz;me:: hetore. sfiective cross-porder intsgration i3 orten being led by entities below
the federn lovel, For ﬁxa'mgi&. :he Albera-Montana agreements on tuck saferv ang
" licensing. or ihe work that has been donz on the I-5 Pacific Northwest corridor are positive

iminguves vndsraken 'bz;“s}aw and provincial authorities.

In other argas, the ove nag:pmg jurisdiciion berwesn fﬁxﬁcm and subfadﬂraz
gove*rzmems {or the lack of federal jzznscizcuan} ¢an ”omph'me seiutions o mregraucm
pmbiams and new market openings in free trade areas. For gxample, measured '

 commirments under NAFTA's side agreements reflect in part the fact that jurisdiction of,

many environmental and tabor issues rests with the states and provinces in the U.S:, Mexico
and Canada. not with the federal governments. Similarly, some of the most impiacable
disputes berween the U.S. ang Canada involve issues where surisdictions rest with the
Canadian pvovzrc”s sich as beer and softwood lumber, In other instances, especiaily along
the border, sudcenual governments may desire 10 move toward greater regmna} m:egratwn
but balance this with the desire 1o xec;z mzaca ti&czr ;zmsdzmenal pmmganvas vis-a-vis the
federal -govermment. : .

Finally. there are areas where siates/provinces are jagging behind the federal
embrace of more open markess and greater integration. How integration is viewed is seen’
through the lens of how it afiects local interests. Potendal problem areas are already clear

-~ In the services sector, slates and provinces are the felevant licensing bodies and
can act 1o preven: prcress:gngis from: other. countries from providing.that. service..- Several -
“States, for exampie. ?%m}e apphw& to engineering exams to be U.S, citizens. an .
insurmountable hurdle if you are not one. {{Exclusionary impuises aren’t limited to
international borders: states often fail to offer reciprocity w0 engineering and medicai
professionals ever when they have passed an identical exam in another siate. ) “These’
pracaces can make it difficult to realize fres trade in some services,

-- Local govammtms arg major economic players in their own nght, In
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Jprecma“: . LS. siates spend more than 3210 million ror goods. services and stuctures, -
) wzle me 4§ federal government s;x:na:zs just 58G billion in non-defense eapenditures.
T Exvmc":** N &?fo $ coverage of government procurement o state and local governments
would reglire them o overcome the inherent preference 1o provide advantages w local

e maw and provinces are .qc:**e.asmg}v active in providing incentive packagzs for
camyanfes 0 investremain within their jurisdictions, South Carolina reportedty pmucs.,d
$180 ruiilion in-incennves for BMW while Alabama provided close 1o 3300 miliion for
Merpedes. e can gxpect this compeuuon ror mivisile factors of production to be even more
intense’ in an integrated Noma- American ecmomv as the free movement of goods and
capizal withis NAFTA gencmes aew t:rcsazz:cs for t}ne«vezm -thv-naighbar” pei:cztss.

nt

A big ;z"o‘mlsm is that local governments often champion local interests at the expense
of consumers and the national weifare, zaemusz: tizanr pal: ucza.ns are closer ©© constituents
. whiy opp:..s& nAnge in the SIatus guo..

".Qur challenge, then, 13 10 expand free trade "inward™, (o bring our ocai '
gov&mmﬁms on board o the advantages of -freg trade without alienaung-them, If we are
successfu! in NAFTA, i wzil alise SII“ez'zgthﬁﬁ our hand.in future intermational 'zagcmanozzs

- . » whwn are likely 1o target | local services and investment restrictions as they become one'of the
. ‘few protectionist barriers lefk 1o defensi

R . NAFTA pwvzdas a mechanism for T g8 {iag a- kze.atﬁ start on this process, "‘Ezraug?z its
pwvtswns {or consuitations with sm&z’pmvmc*a} dnd reguiatory agencies on areas within
their jurisdiction. it provides us with an opportunity to extend liberalization without o
undermining their authority, .
; : Cﬁa;’xmzf AR FMMQM o S S

NAF”’& 1s-eriteal 10 2*401‘?23 Ammca § ability to campei» in 2 global economy and w0
create more and beter- -paying jobs. . For this process to work, however, we have to be
preparsc 1o aac&p{ greater campeunc}ﬁ and mcwmbifz ‘adjusiments.

. While the sharpest debate on NAFTA was in the United States, in truth, the short-
term burden of stnictural change for m« long-term benefit of enhanced efficiency may be
greatest in Mex: :co and Canada,  All economic studies.agree. that. relatively speaking;-Mexico- -~ -
Tand- Canada wiil denve the greatest benefits fmm Infegrazon under NAFTA as they remove
higher initizl barmers and dcnvc;gﬁmﬁr pmemzal ncreases in economies of sca%z: But
‘Mexico and Canada will have w0 adjust the maost, 100. )

‘ Main:aining $upport of NAFTA during this adjustment is a serious politicai '
challenge. We will be helped by the fact that NAFTA's provisions are phased in over 15
. _ years for those industries most likaly-to find difficulty competing in an open environment,

+
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providing mam nme to develop niche strengihs and, wiere necessary, "adiust.out”. Other
fadlors. nowsver. mav add lo the difficulty +- Mexico's challenge (o meet the requiremens
vhile canez}f‘t*ng communal land reform and meeting the needs of peasan
communities ‘¢ one tha: is commoniy cited. ‘ N
- * . R .. e v < -t g

ltis our joint responsibility o do what we can to faciiitate this adjustment within the
rules of NAFT A, Fornately, each of us has taken iniual sieps,

£

For exarnple, President Salinas 15 stengthening Mexico's vocatonal raining program
in cooperation with the privare seor.  Inaddition. Mexico's Procampo program will
provide income supporis 1o help Mexico's large population of small farmers adiust 1o gjido
reform and greater competition under NAFTA. Reductions in the interest rate provided by
Mexico's deveiopment banks to small businesses wiil heip this innovauve, job: cr&annv sector
qualify for ¢r20i (0 modernize and lake z‘;dvamagc: of i\‘AFT A’S new czpmnumzzcs ‘

For (e Linied Stares. a kev element in U MA.F’?A ﬁ:wz‘slmicn ‘was 2 provision for
trade adjustment assistance, which already has ceruﬁcd several thousand U.S. workers for

- imcome support and training while they upgrade their skills. Prasident Clmtmz will introduce

1eg:3§a;1c>n nex: vear 1o repiace this NAFTA- -Specific program with a cempr&herssve nagonai
*no fault* training program designed to dramar ically increase the flexibility and’ forward-
looking skills of the U.S. work force.” | . . .. S g T el w

Given the limited trade betwesn, Canadz and Mexico that currently exists, the -
Government of Canada has focused its resourses not on trade adjustment:but on a stong
export promotion program. Canada has earmarked approsimately $23 million over four
years 1o help large and small Canadian firms ke advanuge of new business opportunities
under NAFTA. Targeted sectors include advanced technology, agri-food, eavironmentai

. technologics. and services. The federal government pians to sponsor approximately 3rtrade

mxsswns 10 Mexice., 10 which it expecis the pr:zvzrces w conduct 30 more, . In March,
Canada a;:;onsowi an international trade expo.in Mexico for 425 companiss designed to bring
Canadian firms ogether with Mexican counterpans.  You can be sure we:'}.l be watching
their cff{ms closely for new ideas, :

Such programs are critical to helping our citizens adapt o changad competitive
opportumzzas 10 an zntegrawd North Amemca.

Bl n. cosssirsinem mpnnh iy e i g i

The Clinton economic program in the United Siates, combined with Mexico's

impressive economic reforms and Canada’s recent economic recovery, have ail sombined to

fuel investment and” gmmh in our region. Most anaiysts are forecasting growth this year in
the 3 percent range in the U.S. and Canada. and are predicting a credible upswing in
Mexico's economy despite the difficult poiitical developments this year. This makes North

W & A o T
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- Americz ong 07 ihe r2w Dnight spots on the immegiale internadonal economic horizon, a3
" "Europe and .‘..;;azn‘;:f}mmzz 16 struggle {or an economic upturn, )

Let m2 <oy 3 word about the ("me Administragon’s {Wﬂrazl &.anomzc poitcies. and
how they co:x:*:.z?e 16 prograss in Nerna- Amﬂn geasrally,

In 1883, e US GDP was 87 percent of N{%r*-.h American GDP. " [t stands o reason
that what we do = or fail to do -- has epormoys reverberations in Canada and Mexico. it
for this reason that { believe the following policies of the Adminisiration. though ¢ nzzrw on
the Lz 5., will also have 3 postve :mpacz on our neighbors. '

Presiden: Clinton has: ' ' :

- set the stage for very sigmificant declines in the 1,5, budgm deficit; )
- . - begun new programs © sducats and train the uorworca an essential siep in our
- : abilits 10 compete in the world economy: . :
- . vcreaigd sssearch and devel opment pa.mzsrshms berween t ne gcvz:'n*rzmt and indusiry
in a wide range of "industries of the. future”; ‘
) - given auention 16 America’s pressing soctal agmda inciuding heaizh care, welfare
- ~ reform and anti-ciime 1€“i5ia{102‘i.

ccmpeuuve ndusiries, and a more pmducma and secure population - all leading not just w©
more (rade, but 10 an even stronger political consensus in faver of 3 more open trading
system. ’ . \ .

: . j . I‘aiccn wgez%ze;:r, these measures will® wnmbut& ter economic ‘growth! more |

| SRR ‘ .

ICTUSION W ‘ - LT
If you waich the trade headlines these days you would think that the bzggesz
qaesmans facing the U.5, -- and the biggest stakes - are in China or Japazz or Europe. You.
would 5e6 »er*v Hitle about North America a3 such. But in my view, what is happening in

our backvard i3 every bit as significant as these other issues.

Maybe Nonh American integration isn't so_sexy because it doesn't raise tensions of
“geostrategic” importance, " Bul make no mistake about it, the interaction among the United
States, Canada. and Mexico is of momentous significance.  There is a2 “geoeconomic” and

"geosocial” dimension to what is happening on our continent, and in the post- -Cold War ena
these dimensions count more than ever. e e i e A e T

Ty e g A

©* Firsy, as | have wried show. we are. w;ma&smg a degme of economic mtevmnnn
that is approaching what has been going on tn Western Europe -« only they stanied many
= decades before us. There {§ 2 North American market, and it is going © continue 10
develop. C
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I m.f:.wsmﬁ«“ 10 note tag we don’t guite know what 1o call this D-&%’?Oi‘*ﬁ&ﬂ(ﬂ [EST]
a'Norh ﬁ“‘(’;f‘::ﬁ {}fﬂ"ﬁzcn Marhez with the ruies of prigin.acung io ,pl"fce af & common N

» “exiermaimn s ?s ita new Kind of new "economic system™? I3 it a North American
Communire with charasieristics that g0 well bevcn& SOONGIMIC tn*wm* on?. fs it oo ccmm*x )
10 define & 27 L. o _ . e

1.
t

- On one level, it does not bother me oot zo be able o label s ﬂffmh American-
p%anoé&cnm On another, I do belisve we nead & vision of where we ate headed. On the
heels of'a hard ‘won NAFTA debare, it is perhaps 100 e&rlv w tackle this qaasmn But the
{;u&szzm looms. and leaders in bot the pubiic and private sectors will, neegd 10 articulate not
just whers-we are, but"where we want 1o go. . _ A P

.
§

3“ onc. he mix of {avwors affecting ouf mwgrz{zon cxnmem* ma&as f\‘{}'th America
gnigue. " 1t inciuges both hlghiv industrial rzancms ang z ciﬁvazo:zmw counzry. By contras:. the
T:azrop"’w I nion,is much.more homogeneous. Also! North American ;mcszfaz&on is araz}ehea

. .- by buiness and economuc forces. and by an underlying négd to"open dur ﬁz:z:nc:'nzﬂs w© berter
) compets in the worid, "By contrast, the' impetus for European wegfazwr his had a muth
greater political cimension. North American incegration, moreover, is being driven by both
business pressures and govemnmental actions -+ both from the bottom and from ihe top.—-
and aiso by a wealth of subfederai entities itke cides and part authonties. In my.view, this’
.. e, 188, m:cr@ccsm { the multi-faceted but mcxmabie way thc&worid economvswzii be coining
. ' togezhe‘ in the xf:a:s aézeaci L -f'.‘__."w;;"‘-“;‘x'-‘*,‘ e oo

. ,“ ; —w_ ] .
. ;- A

‘Third. the success of NAFTA will have ﬁzgmﬁ{:ant zrnpaéz of" &marzca § future’trade
policy. NAFTA isa smte~m -the-art trade agreement, encompassing as it do&s a very, broad
_range 'of {ssues from services 1 inteliectual property rights. and agregments on the " "% G

" envirorment and labor standa:ds How we handle the implémentation of NAF’I‘A and,our
.. experience with the agreement,, will-have a great beanng o how we a;:pwach future trade
nggotiagons on & regienal arzd globaz chc? In this respect. the stakes in sug:cgﬁq_xrzg are very

high.  ».- o -

- - . . N -
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Fourth. as 've mcé 0 mder fine more than once, &zere‘zs a-ve n hzgh premium on
effective follow up 1o NAFTA. We must not succumb te the £empz3uon (o 'think that the
conglusion of the reaty ensures that NAFTA will work, There is' much-work to do. All
three gmemmam need to continually review the overall picture 10 ensure that the many
aspects of follow up are given.a &:gn priority. There must be a constant Zampe'awz"e r.a%:mg
of the overall wrends and problems in NOTEH AMETICA. .y oo cessm oo = ¥ e e

-
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. I'} this regard. we nesd o be careful about backsliding in a range 'of areas. Trade
liberalization may have gotten a boost with the NAFTA, but history shows there is often a
second phase in which selected efforts are made 1o arrast inevitable change. I'think that
President Climon’s admonition "compete, not retreat” must be our watchword, along ‘with 2
srong effort to cushion change for men. women and families who need help. But we mus!
. move forward. , ,
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’ . ' TZ’}& Lnied States i3 commited 1o working with Canada and Mexico 1o toster needes
' cn;mcr- e Most hz.m’mn way. - We zre commited © contnuous expansion of trade in
- Norta ‘ﬁmt‘f” sa. w0 the development of effective institutions 1o facilitate that trade. and i
' deal with ihe Sroader economic and social {ssues. We are deeply comminted 1o making
N&?I‘-Xuomrowasimus e ¥ e e e e
In my view, the conhinuing wiegration of the North Am..m:an marker will serve all
. threg countries excmiﬁz*y well.- Of course thers will be many bumps in the road: bui the
. ‘ trends are positive and | am confident that we will surmouht: the challenges - - £CONGMIC and
_ social - ihat we wiil face. I note that on a reeent trip o Asias [ réceived manv quesuens
from Asian ZOvernmEents:and Dusinsss executives about the possibitities of joining NAFTA,
This, ¢f course. was nothing compam:f to the interest I-found on a more recent Latin
Amencan (rip. The peint is that much of the worid is sensing- that we are buildl ng 2
-dynamic and prosperous marx:t I’xe no sther,

+

s >
-

. ' &, Norh Armerican *anscié';mfiass is building among our three countries, . There
: are no headlines describing il -and that is probably 4 good thing. Let us build our market.
‘ _quze{lv and sieadily, using practical building blocks, esoivmg dispuies amicably, and
Summomno the political will to <deal with problems as thcy arise in a North American
: context, 'Let's look for ways that alf thres countries can benefit. Let's show that Zero-suim
.__ e e soluzmns don't. make.sense-for-North Afnerica, Let’s’ shnw that we in North- Amcnca )

un&crsmna the true nawre of the rcawrcmenzs far dce:g} mdzcmpemnan in this Tapidly
c%:antrmg z}baj economy. R TR
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Thank you very much.. | o N ’
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Selected U .5 -Lanada Treaties and Agreoments

AGREEMENT

fi et

YEAR

PURPOSE N

1.8.-Canada Boundary Agresmemt

i
1

Ll

1908 -

Comenittraent batwaen Canada and the United States to survey and maintain
and manage land boundary issues.

b 11.5.-Cenads Boundary Waters Freaty

1809

Bilateral cooperation in managing boundary waters; estabiished the principih that
neither country should exploit the waters in a manner that would dufnage the
interasts of the other. Creatied Imisrnstonss] oot Conemssion LI Chagad
with vesrsesiiyg wilter manapeinent, e, biossde weas of raashonde
_euvitoamenial proteclion/ canservation. ‘ .

18186

Bitatazal conv&zui{m {or ths protection’ of m;gzatofy birds i the United States
and Canada.

Ogdensburg Declaration
4 Hyde Park Apropment -

PR R ISR R

P —————

1940
1941

Foundation decfaration and agroement arising trom beginning 0of WWH in wikch
the United States and Canads agreed, as » general principle, 1o coordinate aod
rativnatize the defense indusuies of both counirips Ft)tmded 1he Partnaneit
Joint Board oi Dafense. Memprandums of Undeestanding such as Defense
Praduction Sharing Agreements and the Defense Davelopment Sharing
Agreement {1963) followed. Provided for standardizationdintscoparability of
daferise sguiproent, data axchangs, conitace adminisiration, comynitigs creation,
and mher mechanisms 1o fecilitaty comdination of Canada-U S, defense efmrts

|

St. Lawrance Seaway Agresment

-

1952

.

' Agmamam establishing the St Lawrgnce seaway praject for the construction of

cartain aavigation facilities,

Convention on Great Lake Fishariss

i

1854

Established the Great Lakes Fishary Commission which coardinates the U 8.
Canada Great Lakes fishery management plan {1878), Frovided poclsd

Takewide/basinwide responsibifities 1o ansurs effective managaement of the fireat

akos’, fiskary feSOUICES, . ‘ :

Columbis River Treaty .
\

uw\“

‘-'w..,\ - 4 -

¥ H LR

- ¥ -

Auwmaiwa ?ro{iucts Agrsemanz S ;3’9,86“ ‘ '?‘mwaasdqr dqty»iwe imatmem of iunshmj vehtc!ﬁ& and parts betweaen, U, 8. and 7
{Autopact) R Canada, H - ';'"-.{.)‘ T ) L 3 ‘ .
' ¢ P . . ko AL - - _ ; . " }

U.8.-Canada Tax Traaty 1984 Eslabﬁshes bilateral understanding on wreatment of incoms aixd capitat earaed in

< ‘ sach othar's respective tartitory. Presently under rensgatiation. .
Memorandum of Understanding an the 1347 | Estabdished mechanism alowing sach country to rely onthe other's import data
Exchange of tmport Data for it's export data.

. F—- ’ . R -

U,S,*Can_ada Freg Trads Agresaenient 1988 | Estabiished free trade aras berween the United States and Canada providing for

the elimination of 1a:1f and non-tartif barsiers (o bilateral teads :

s
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Selectad (4.5, lanads Srata/Provincial Arrangements/Agreements

[ AGREEMENT YEAR ‘ PURPOISE
Montana-Wastaeen Canadiais Provinces Boundary 1883 | Composed of both legisiators and sxacutive branch pasiicipanis;
Advisory Commitios discuss wide range of issues comimon 1o the bovdes teyton. ]
; P e e |
Nasional Agsacialion of State Departments of & 1984 Coordinates cross-borders wsues sulated 10 Fedorsistnefn oviodidl |
Agncutture/Canadian Provingial Agricoltins : sgaculiural teads, commadilms, standands; and regulationy,
Secretaries / . i;
x ;. b e T A
Great Lakes Chartay i 1985 Cooperation agreement between Quebec, {?ntauo and 8 U5 Great 'A
i : 1 oks stazes. - i
Agresment of Energy Cooperation betwean 1988 | Agresment !0 cooperate vn enegy issues of tm;::ortant:e Latween
Guebar arvd Maw Yoik i Quiher and New Yok, . .
Minnasota Manitoba Ag}mwfam on Economic 1988 Provigas for improved economic cooperation such that trade and i
Cooperation and Trade Opporiunities o 'otéter beneficia! econordc vontacts maximire free wrads area
1 t 4L ﬂpporii&ﬁrttes - :
: e ——
Mamorandum of Understanding on Environmental .t !938 a2l E:thmcns and establishas a process for mguéaz exchange ol
Cooparation on the Managsment of Laka L f,?‘ EE ia:!mmmnm and systematic cooperation in research and date
Champlain {Quebet/New York/Vermont} KA ,g&t!mmg on subjects alfectiog Lake Champlain.
i N G PN TR - - .
Paclic Northwest Economic Hegion [PNWER) 1883 Formed by fagisiators frem Alaska, Alberta, British Columbna, kiaho,
i . Montana, Oragon and Washingling; sotves 43 a swef%ng cornitien
- 3] Geveiﬁphmmamam steategios for repiionat coopar:&zcon
I Economic Cooperation Arrangament on Tradae, 1990 Establishes venuae for inc—reased gachange of information and
i Invastmont and Tourism Between British Cohzmb;a promation of trade snd economic cooperation, g
§ and Alaska .
:
¥ Economic Cooperation Arrangemant batween the 1880 Establishes venue for exchange of opinion and infarmation on uafie,
| Beitish Columbia and California : ) tourism, investenent and other related opportuities. * .
I " LA £ s *
| Agreemant on Cooperation Hutween Qusbec and 1883 .1 Wndorporates and sohances c-xzzslm{; individual agfeamams in engrgy,

| New York

envirenment, public safoly, and economic devalopnient. ",

2

4

i
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TABLE 3

~INTRA-NORTH AMERICAN INVESTMENT: 1992 AND 1980
Billions of dollars .

e e e S T,

Foreign Direct Invesiment
B 1092 - (989 |
‘U.S, (nvestmient in Canada |'S68.4 $63.9 |§79.6 . §47 |
U.S. Invesiment in Mexico | $13.3 583 |0 §15,0°
Canadian Investment in $39.0 ‘ $30.4 | S71.3 - 3502
U.S, B '
Canadian Invesimantin 50.4 $0.4 $0.2° §0.1
| Mexico ' : :
Mexican Investment in U.S, | 7$1.2 * $0.4 $2.4° $1.8
I Mexican Iavesiment in 0.1 e — v
f Canada
{ Tow Im;i‘ad‘{artﬁﬁm:rican
| Investment’ :
| % Incredse’in Toul Intra- .. 18% 24%
North Amenican fnvestment ' '
- g P
1992-198 S ~ _

Sources: U5, Bﬁrcau of Economic Analysis (BEA), Industry
Canada; Statsics Canada

'Unpublished estimate. - . "
*Portfolio towls shouid be viewed as estimates given their incorporation of unpubiished daca.

11991 estimate substituted for unavailable 1989 data.
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NVESTMENT IN NORTH AMERICA )
BY COUNTRY OF ORIGIN ’ 5

@

o
3

-

The U.G. Is By Far The Dominant Foreign nvestor in
Canada and Mexico, Bt Canada and Mexico Account
for a Small Proportion of FDI in the Uniled States

&

U.Ss.
turope 24.0%
i 65% ’
v aw Ly S
E TR s Japan 4.0% '
UFOPB Ol s,
RIS
e Oe L A Ne2000202020 203N da 2.0%
RN TR
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ase et atetetetetele  ctE Canada
steteseteteletetatetetete?, anada 7.0%
Blocetososstisslete yCuis ISR ENE :
Py 8%
o toteateds! Other |
‘ ety 9%
P A0S
8% \ RSt
A\ PO
K IAILE . f
i J ‘ ES -
Maeaxico Japan apan Europe U.S. 63.0%
S 4% 22%
0.3% 23% : . ’
us. . Canada -~ - Mexico
1 L] /: 3 .

« . - - 1993



FIGURE 2
| J.2. FOREIGN DIRECT INVESTMENT
. | BY SSC‘T’GH& 1982

RN

U.S. investment in Canada
and Mexico

Hesroieum
1%, : . . . Finance, Nt

Tianspors Eauis. Finanze, Not Banking™

Mantl. not Transpors
Banking %
Oiirer 1%
19%
M Man? nut Tranport ‘ ’ }mnﬁp‘ﬂ Equip‘.
38% ) 19%
CANADA . MEXICO

P

Cangdian and Mexican Invesimeni

inthe 1.8
Petrolaum Finance, Nat Banking Banking
' 8% 2%
Satvices
11%
A Maputsciuring Other
" 44% 17%

Finance, Not Banking* . Mgnuﬁcwlmg‘ |
4% . : . 0%
B ' w “a
. CANADA , - . MEXICO

#INCLUDES REAL ESTATE AND INSURANCE
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PERCENTAGE GROWTH IN U.S., CANADIAN, MEXICAN EXPORTS

T. NORTH AMERICA AND REST;UF WORLD

ANTRA-NORTH AMERICAN EXPDRTS GRQW!NG MORE THAN. TWICE AS msr THAN TO
REST OF WORLD

2 £ M b b
il b e b o g b . -
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i
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2 150%|
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G 50%
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“Intra-North American N A. to Rest of World

i
i

Growth in Exports 1980-1993
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. ; FIGURE 4 |

INTRA- N@RTH AMERICAN EXPORTS AS PERCENT OF TOTAL
NORTH AMERICAN EXPORTS: 1980, 1993

INTHA-NOF!TH AMERICAN EXPORTS SOON WiLL ACCOUNT FOR HALF or* NomH
AMEHICAN EXPORTS TO WORLD :

S0% " o ' ‘ «.‘g&é W %@%@% &%«%ﬂ*n
40%| - L

o 30%
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OWTH IN INTRA-AMERICAN TRADE, INVESTMENT AND

1 lNCOME
: N
200.0%
150.0%|
. |
= 100.0% |
&
50.0% |
0.0% & L : . S
: . Intra-N.A. "N.A Home - N.A. GDP
~Trade - Investment ; :

3 Percentage Growth 19580-1993

.NA{)IAN AND MEX%C»‘%N DI%TA, 1S 1992, EXCEPT MEXICAN (MVEST R i oo
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|MPOF{TS UNDER SECTION 9802 (CO- PRODUCT[ON) AND

" PERCENTAGE U.S. COMPONENTS, 1992

U.s. COMPONENTS IN PRODUCTION-SHARING IMPORTS FROM MEX!CO{CANADA MUCH
’ HQGHER THAN TO BREST (}F WOHLD ‘

70 !Z](}apmdgzced importat*

@A us content in Imposts® 1 - - e e e e e e e e e ,

60.1_ !

PR T S . T T T T R * BICC ST . . - 4 s & 4 - B v o v om =W m T u o

«««««««

.......

Japan - Mexico ' Canada Non-North America

Country/Region

wirce: U.S. BEA
Left column represents percent of imnm%n rinrtay O- o

e el



TABLE 4
s : INTRA-NORTH aMERICAN TRADE FOR 1997 {Millions of da‘larsi
Tep 3 V.S, Expons o Canada .

" Motor-Vehicies and Pars .. -, .. L 317107
Industrial Machinery & Compuers . .. 14,544
Elezinic and Elecironic Equipment... . . 10.988
Chemical Producis . . .. .. ... ... .. 7,065
Fabricaied Mewl Products. . ... ... .. .77}
Top 3 Canadian Bvnons to U8,

Motor Vehicles and Parts . . . .. . . .. 5273510
Crude Pewoleum . . . ... .o on . 8.135
Paper PrOGUSIS . o . v v et e e 7.862
Primary Mewmi Products ‘ . 7.i88
Industrial Machingry & {Iom;auters - 8,779

Electric and r;iecrrc}mc ..,qmpmam cee. $7,144

. “ Indusitial Machinery & Computers .. . . . 3,650
Meotor Vehiclesand Paris . .. .0 . .o .. 3,897
Chemical Produets . . .. . .. e e 2.943
Primary Mzt Industrzes .. .. .. ... .. 2.924
Top & Mexican Exponts 10 U.S.
Elestric & Elstironic Equipment ., . .. 39,643
‘Motor Vehiclas and Parts .. .. ... .. 4998
Crude Petroleum . . .. .. . .. .. 4,424
Apparel. . ... Lo e 1,962
Industrial Mzﬁnmen & Computers . ... 1,773
Lop S Canadian Exporis (o Mexico
Motor Vehiclesand Parts . .. ... ... .. $121
Cereais . | . . .. o e e a7
, Electric & Elecrone Eeuzpmant ,,,,,,,, &0
o e s Jrom-& Steal L v TV .82 ‘
; Paper Products . . .. ... ...l 44 ‘
M{)t{}z Vehicles anci ”aﬁs C e e e 35352
Eiéctric & Electronic Equipment .. ... .. 415 )
. Machines & Mechanical Appliances .. . .. 338
Minera! Fusls L Ofls ... .. ... .. .. .. 156

Furniture .. . .. . .. e e e 9z -

L



Total U.S. Trade
1.5, Expors
(.S, Impors

S. Bxporis

.S, imports

. Exports
. Imports

o a
n ta

_TABLE 5

INTRA-FIRM TRADE:
Merchandise Trade by Related Parues. 1992
Percent)

With Norh _America

Wiih Rest of Warld

47.0% 35.5%
432 6.3
50.5 41.9

.&\xn,!‘

With Cana With Mexico
45.3% e BT
46.0 *;@,g% . §3.6

Vv"’ h evel

17.8%
77.9

Source: “ULS. Merchandise Tz‘ad& imports & iixpom by Reiated Pmes [992," U8

Depanmeznt of Commeree, April 6 1994, (TB-84-601

Definitions: North America includes Canada and Mexico. Other Industwial countrias
includes the EC and Japan for exports, and the EC for imports (see fooinote 1), Other

Developing countries includes OPEC, Taiwan, Korea, and *Other,” which excludes E.a.szern

Europe, the former USSR, and China.

'Seventy-five percent of U.S. imports from Japan are from a related party, 2 much higher
__percentage lhan for any other.country; in-contrast, about 46 péftent of U. S. zmperzs from

" both the EC and Canada are from 3 refated party. Japan is not included in the import figure

© 1o avoid giving an erronsous impression of what is typical for U.S. imports from industrial
countries,
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Percent increase -in Rewd SMesican GDP

‘Fearcemtace Oifferanze from Baseiing
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FIGURE 7

CBO ANALYSIS OF NAFTA ON MEXNICAN GDP
SUENARIOS SHOW THAT NAFTA AND MEXICO'S ECONOMIC
REEQRJ\‘SE LEAD TO DECADES OF STRONGER ECONOMIC GROWTH IN
’ ‘ MEXICO

14
12 - \ -
10 Percent Cutin Risk and 5.5 Percant
imcranse in TFP aver 10 Years
19w
a —
©mm Y0 Psrcent Cutin Risk and 1.5 Percent
- T —— lnma&&m???evaf 10 ¥ears
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10 Percerst Cut in Risk aod Zaro Percant
increase in TFP Guer 40 Years
z ™
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Years After NAFTA L _
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FIGURE 8

=MERGING NORTH AMERICAN TRADE CORRIDORS
. | LAND AND WATER

Sources: . U.S. Deparment of Cammerce, Trats Stmages .

U.S. Daparumant of Transporttion, Assassment of Harder Creeia—-
Transportation Corridens for Nore A



TABLE 6

U.S-MEXTICO BORDER INFRASTRUCTURE PROJECTS .

T

IN DEVELOPMENT

e

PROJECT LOCATION

SECTOR/PROIECT TYPE

—

e P it P ———

Modermizavion of Border Crosstng

Tiiuana, s{exizo Waste Water Treatmen: Plant 16.3

| Cd. Juarez. Mexico } Waste Warer Traatment Plam ECTR
Matemoros, Mexico I Waste Water Treatment é’im: 1207 |
Mexicali, Moxico '; Waste Walar Treaunent Plant 1.2
5. L. Rio Colorado l Waste Water Tremmen: Plan 5.8
Ciudad Acuna. Meaxico E Waste Water Treatment Plant 35
Nuevo Laredo. Mexico Waste Water Treatmen: Plant 9.4

' Revnosa, Mexico Waste Water Trearment Plant 4.5
Nogsies, Mexico | Solid Wast Processing Fasility 3.2 |
Thoanz, Mexigo Almpont Expansion/Modemizaton 189.4
N. Baja California Power Generation Plant (1P 4000
Tamanlipas. Mesica Power Geseration Plant (IPP) 1.800.0
Revnosa, Mezico Border Crossing Aceess Road 5.0
Revnosa-Matamoros Toliroad | i28.6
5.L. Rio Colerado Toliruad from Sonoyta 190.0
Mexicali, Mexico Tollroad 1o Tacate W10
Nagzias;, Mexico Highway Bcl'tway 23.8
Nuevo Laredo. Mexico . .. - Highway Beltwey ]~ =TT " 17.
Cd. Juarez, Mexico Rail Ringway Project 43.%
Tijuanz, Mexico §1.0

6&’
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SECTOR:  FOOD

3

ANNEX 1

i NO!{f[‘I--! AMERICAN INTEGRATION:
MERGERS, ACQUISTTIONS, EQUITY INFUSIONS, JOINT VENTURES

INVESTOR

TYPE of INVESTMENT

.

COMMENTS

| Abastos y Promociones
i (Mex) .

H
[

i

Plans (o {)j;i:l} McAtllen Produce Terminal
Market {US).

Facilitales exportaiton aod
tmpottation of produce for US
& Mexican growers. (320

s bon tnvesumed)

Saimier 94

I Tyson (US)

Acquired majority interest and managerial
cantrol of Trasgo (Mex]}, a poultry producer
amd processor.

+ Ll

Tyson has beei a morily

pattner since "BE Allows them
o mciease presence i Mexican
ntrkel. -

[ ———

Aprif '94

Sara Lee {US)

IV with AXA {Mex) 1o invest in ils
subisidiacy, AXA Alhmentos {Mex).

Cxpunls marketing expertise
processed mear idusiry.

i Pillsbury (US.subsidiary of
UK company) E

49% stake in JV with Pacific Star de
Occidente {Mex), formed new company
Pacific Star {Mex).

apands distibution and sales

_jreapacity in Mexico,

March W4

Seprember ‘
93

et —

| Oscar Meyer (US)

| Distsibution agreement with Sigma

Alymentns {Mex).

Expands marketing &
distribation In Mexsco, st

Apiil ,‘93._

ConApgra (US)

IV with Maple Leal Foods (Cal;} ter create
two flour mtlting companies in US &
Canada.

e e

Taproves efficiency for both
and moves ConAgra Flour
Mitling into wew inackets and
new fioes of busiiness in
anada,

May 92
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. SECTOR: FOOD continued
INVESTOR | TYPE of INVESTMENT

COMMENTS

' DATE

Cargill fnc. ({53{

j
i

i
!
+

Addilion of stauginerhouse in Alberta,
Canada to expand capacity.

Captialize on Albena’s locabion
as a bge calile producing region
and f1s proxhnity o westan 115,
HEIZ IS ES

b e . o b

1oK0

SECTOR: TELECOMMUNICATIONS

;

]

| !{ INVESTOR

TYPE of INVESTMENT

COMMENTS

ot

DATE |

MCL (US)

IV with Grupo Bannaci (Mex).

Provide competitive long -
“distance servige in Mexicy,

| (3450 million investment)

January "94

GTE {US)

IV with Telmex {Mex), combined with
alreddy existing parinership with Skytel
Commueication Corg. (Can}.

Allows airkine passcugers 1o
phace phone calls {rom the aw
to business centers throughout
Norh Awerica.

Precensber ‘

93

i

AT&T {US)

AT&T receives a W% cyuity investment in

Unitel {Can} long-distence telephond
COMPany.

Estaliishes fpeder aelwork o
that sflows Hnitel and " AT8T 1w
i ler wranshorder services (o
wmoitinationa! cestomers, el
teceives access 10 AT& s
inteiligent netwark software,
{Invesiment valued at 3154
wiliion --Canadian)

Felinary 93

I
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SECTOR: FOOD continued

u

\A,. . .

;
INVESTOR TYPE of INVESTMENT COMMENTS . DATE
Cargill Inc. {118) Addition of siangliethouse i Alberta, Caprtalize on Atbena's focaiion 1989
Canada jo expand capacity, as o farge cantle producing wegion
and its proximily fo westenn 11§,
matkely, ‘ ~
SECTOR: TELECOMMUNICATIONS
INVESTOR ‘ TYPE of INVESTMENT COMMENTS - PDATE

' MCI{US)

IV with Grupo Baanaci {Mex).

A

Provide competitive long
distence service o Mexiog,
{5430 milhon svestmoent)

Bamgary "4

-
¥

P GTE (US)

1V with Telmex {Mex}, combined with
already existing parinesship with Skytel
Comnunication Corp. (Can),

Allows abrline passengers to
prace phane calls from the o
to business centers thrnughow
MNarih Amernica,

Prwocaher

R

*

| AT&T (US)

AT&T receives a 20% cquity investment in
Unitel (Can} fong-distance telephone
COMpPany.

Usiabhishes feeder setwork o
that allows Usilel and AT&T 10
aifer transhorder services &
muftinational customers. Unitel
FECEIVes access to AT&T s
intelligenl network softwarce.
{tavestment vatued at $150
mittion-- Canadian) '

February 93
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SECTOR: BEER

; .

‘ TYPE of INVESTMENT :

COMMENTS

Anheuser thisch (i}S}

i

Acquired equily stake in Giupo Madelo
{#Mex). ’

Altows for a 17.7% cauity siake
in Perwean boower (3477
mithonr) Sole Busch impoder
amd distributor in Mexion,

DATE
g e
By 93

| Miller (US}

Strategic aliiance with The Molson
Companies Limited (Can) and Foster's
Brewing Group.

Milter acquired S impot
apetations of Molson Breweries
and the VS marketing and
thistribution nghts for Mobion amd
Faster's brands in the US,

Mitler also received a 20%

equity share i Molson Brewery.

Aprit "93

SECTOR: TRANSPORTATION

£

. o )
INVESTOR TYPE of INVESTMENT COMMENTS DAYE

Canadian MNaliopal Alliance which allows the two companies 1o | Allows CN 1o ke advigsage of Nowcnber

Railways (Can), KLLM move fresh produce from (Ialifo{:iia* ihe apporiunily fo merease "

(US})

w

Guil Coast and Mexico 1o Canada, "The
service will carry processed food from
Canada on (he return journey.

i

intermodal tradlic between US,
Canada and Megivo, Posions
KLLAS to take advantage of
retnrn fratfic,

T 111 L et
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THE CLINTON ADMINISTRATION’S
COMMERCIAL DIPLOMACY IN ASIA

-

oy

Remarks by

JEFFREY E. GARTEN

- Linder Secretary of Commerce for Imernatxanal"fracie

R - -t R e .- M T ween g

Before the

© Asia Pat:zf'zc Council ‘of American Chambers of Ct}mmerc&
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~April 719958




' It 1s a great pleasure to be back in Hong Kong, and it is a particular
' . hanet.to be invited to speak before the Asia Pacific Council of American
Chambers of Commerce. Just a little over a year ago, I was here_to talk to the
Hong Kong AmCham. Since then I have been back to Hong Kong twice, both
- umes to work with U.S. companies trying to win contracts here. Today, on my’
fourth visit, I am delighted to have the chance to meet with representatives
from ail of the AmChams in the Asia Pacific region. .
As I have discovered on my travels, the U.S. business chambers around
the world constitute an extraordinary force in America’s overseas presence.
They are helping Washmgton to push for more open trade and investment ]
systems; they are prowdmg us with essential expertise on issues such as local ‘
business regulatlons and local culture; they are making friends and formmg
alliances: they aré helpifg us to articulate the values we as a country hold so )
dear. [ know that my boss, Secretary Ron Brown, rarely sets foot in a country
without stopping to compare notes with the local American Chamber, and I and
my colleagues all do the same,

In Asia, I have spent time with the chambers in Japan, Hong Kong,
China, and Indonesia. In Tokyo, we are working together on too many issues”.
to count, but I am particularly proud of the joint efforts we, are making to help

. U.S. firms break into the market for information . Secretary Brown’s”
discussions with the Chamber in China were invaluable as we faced the issue of
MFEN and human rights. I, too, found this involvement critically important. In
Indonesia, the Chamber and the Commerce Department jointly crafted a series
of trade missions which helped to make the U.S.-ASEAN Alliance for Muwal’
Grawth (AMG) a reality. Secretary Brown went further to support the AMG at
the Chamber in Kaula Lumpur. In the coming months we hope to do more of
this and to spread our reach - to Korea, to Thailand, and throughout the
region.

f

For all of your efforts and for all of your good will, on behalf of the
Clinton Administration, I would hke to thank you.

PURPOSE OF MY TRIP

- —— - ————

. —— e m f ik gim i

Several things bring me to Asia at this time.

Your gathering here provides a very valuable opportunity for us to .
. compare notes on developments in your respective countries, and also in the
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region generally. 1 am particularly anxious to hear how you see the

" Administration’s policies, what new initiatives might be called for, or where we

can improve on the implementation of what we have already started. | would ..

like to know your views about emerging forces in the region because we are

constamly trymg to look over the horizon to identify upeommg challenges .
Tomorrow, all of our Senior Commercial Officers of the U.S. & Foreign

Commercial.Service will be gathering in Hong Kong for a strategy session. [

will ask many questions of them about the changing business environment and .

how we can improve our performance. As many of you know, there are some '

- moves in Congress to restructure the US&FCS in ways that ‘we think will vastly -
-undermine its effectiveness at-exactly the time-when it is most needed to help-
U.S. firms compete. If there were ever a case of our potentially shooting
ourselves in the foot -- or, more accurately, in the head -- some of the
proposals floating around are it.

Third, here in Hong Kong, and later in China, we will be pressing on
behalf of U.S. firms striving to win big projects. We call this "advocacy” and
it pervades everything Ron Brown’s Commerce Department does. In Hong
Kong and China, I will be raising with senior officials more than 15 billion
dollars of potential deals in such sectors as power generation, transportation, .= .,
telecommunications, and environmental . Our efforts in Hong Kong, in -
particular, will be more comprehensive than ever. We do not expect deals on
the spot, and some of these projects will take years to materialize. -But with
our Advocacy Center and our interagency Advocacy Network, and with the
_enhanced consciousness of export promotion throughout the Administration, we
have institutionalized this advocacy process now, and we fully understand that
long-term horizons are essential if we ‘are to compete to win in this-brutally
competitive marketplace.

H

Fourth, we will be giving special attention to furthering the work of the -
Joint Committee on Commerce and Trade (JCCT) in China. In the last year,
we achieved an excellent start. We have focused intensely on several industrial |
+vm e mgectors-and-mounted - ‘important-studies-and-trade-missions in-each.---We have ~——eew ..
progressed in efforts to help Chinese officials develop a modern regime for i
commetcial law. We are now hoping to expand some training programs which
will simultaneously help U.S. firms to do business in China while also helping
to equip China to develop modern business capabilities.

.
i
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Last September, Secretary Brown announced our intention to establish a
special U.S. Commertial Center in Shanghai.  We shall be moving that along,
. toD. ’ ' ‘

While in the region, moreover, I will devote some time to consulang with
several Asian officials on our difficult negotiations with lapan in the automotive
area. Qur wrade relationship with Japan has implications for all of Asia, and in
the past we have not always taken the time to explain what we are doing and
why, or to solicit foreign views. Now and in the future we intend t6 do better.

And, as is always the case, ] have the privilege of helping to-set up T

* another major trip o Asia for Secretary Brown this summer. He will be
wsztmg Hong Kong and Chipa and perhaps one or two other countries, as well.

Let me give you an overview of the Admimstration’s commercial policies
towards Asia. {t’s a'good story. . . - .

As you recall, the Administration was quick o recognize the emergence
of Asia as a new center of global economic and political clout. The President’s
first trip abroad was to Japan and Korea. One of bis first international policy
initiatives was a call for a new Pacific Community. His earliest major trade
initiative was directed at a comprehensive approach to addressing our chronic -
trade problems with Japan. From the outset, there has been no lack of attention
to Asia, nor lagk of recognition of the opportunities and challenges..

" Here are a few more specific examples of what the Clinton
Administration has acComplished:

China
The Administration’s szra{egy of commercial engagement with China 18
yielding fruit, By granting China normalized trade status (MFN}, we .
———=-—-maintained-an-avenue-for-pursuing human-rights-objectives-while-not—- - R ———
disadvantaging U.S. companies competing for business in China. At the same
time, our resolve 1o employ the full foree of our wrade remedies led w an
histori¢ agreement with China on intellectual property rights and an earlier
impartant agreement on textiles. We support China entering into the World
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Trade Organization, but we have held firmy on our demand that China be
offered membership in the WTO z}ﬁ%v if it is miiz*zg 10 j{}iﬁ on comumercially

acceptable terms. Our persistent advocacy efforts have helped produce billions - - .

of dollars in new China business for U.S. companies. We have revitalized the
Joint Committee on Commerce and Trade (JCCT) as-the centerpiece of our.
ongoing commercial ‘dialogue, and during the current year almost 50 missions,
seminars and other programs will take place under its auspices.

-

. Japan ‘

: A very 1mp&r{aﬁz goal of this Admunistration wzth respe::t o Japan has
been to elevate the economic dimension of the relatiofiship td ‘the Tevel oceupied
by $ecurity concerns. To this énd, our pr:maz"y focus has been the "U.S.-Japan
Framework for a New Economic Partnership," which has produced specific
agreements on government procurement of medical technologies and
telecommunications, on mieiiectual property rights, on flat glass, on insurance,
and on financial services. There now remains, however, unfinished business;
-especially with regard to the closed markets in Tapan for imports of autos and

awto parts -~ perhaps the single biggest trade problem we have faced with Japan-

since the confrontation over texiiles 25 years ago. Despite rade tensions,
however. our overall relationship remains on firm foeting, as demonstrated by

*‘our cooperation with Japan over the North Korea. crisis.

" Big Emerging Market Focus ' -
We have identified ten "Big Emerging Markets," or "BEMs, " that are -

expected w drive U.S. export growth over the next 10 o 15 years, and we are
concentranng our export promotion efforts on these economies. Four of these
BEMs are in Asia: South Korea, the Chinese Economic Area (including China,
Hong Kong, and Taiwan), Indonesia and India. The Asian BEMs constitute’ 40
percent of the world's population and half of the GDP of all the BEMs,
Moreover, they could account for as much as two-thirds of the total import
growth of the BEMs during the next twenty years. <The significance of the
BEM strategy is that-it forces the U.S. Government to look over the horizon to
the markets of tomorrow. It compels us to think about new ways of doing

TLbusiness with colititrie¥ WHiCH Will Have endriious political and economic T T e e

‘influence within a few years.

[ —

-
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. ‘After years of acrifnony, the U.S. and India have’ puz their relations on a
ﬁrm and positive footing. Never before have the opporiunities seemetd. better
for closer ties between the world’s largest democracy and one of the world’s
oldest democracies.” Recent trips by Secretary Brown, Energy Secretary.
‘O’Leary, Defense Secretary Perry, and Mrs. Clinton have signalied what can
only be called a sea-change in relations beérween the U.S. and India. -

F ]

Vietnam - L (
" We have worked tg.put the hitter legacy {}f zhe: Vietnam War behind us
“=m - and resolve remaining’ POW-MIA- issues by moving toward normalization of
relations -with Vietnam, the most recent step being the opening of reciprocal -
wy .. liaison offices in Washington and Hanoi. In doing so, we have begun tw clear
,“%ﬁﬁ‘ "‘% -away the obstacles to U.S. firms enjoving the enormous commercial potential of
Vietnam. There is much more to be done, of course, and with due r&oard to
the enormous sensitivities uzvz}!ved weg are werkzﬁg on it »

T, APEC RS [ e s

In November 1993, Pr&srdez‘z? Cizmﬁn hosi&d an historic mesting of {he
Asia Pacific Economic Cooperation (APEC) in Seattle, the Targest gathefing
ever of American and Asian leaders, and a fitting symbol of the arrival of the |
Pacific Century." At the APEC meeting in Bogor, Indonesia last year; U.S.
leadership and encouragetnent -- rogether with the efforts of many other nations
- resulted in APEC leaders committing themselves to the goal of free and’ {)pf:ﬁ
trade and investment for all APEC members by the year 2020, with.
industrialized members vowing 10 reach that goal by 2010.

Urugpuay Raund L < - -
~+ The successful conclusion of the Uruguay Round -- in which U.S.
leadership played a crucial role -- will be a tremendous boon to world trade.
Once fully implemented, the Uruguay Round agreements will cause U.S. GDP |
to rise in the tange of $100 o $200 billion each vear, and should add as much
as $500 billion to $1 trillion each year. to world"income. These agreements
= —~mark-an-important -milestone-in- the history-of-Americafi- trade-policy-and the -~ -
latest’ affirmationithat trade is central (o our national interests. They will alsm
provide an essential global framework within which Asian nations can further
open their economies. o : ,
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. DRIVERS OF FUTURE CHANGE IN ASIA

¥

Ry N g

. ‘We are proud -of what we have been-able 10 ziccoinplish in Asia during "

the past two years. But this is no time for campiasenoy In my view, the next
five vears zzz Asia will mai(e. the previous WO seem relatwely dull and
predictable.”™

When Lee Kwan Yew, the father of modern Singapore, was asked to ;-
predict what wozz%é’ happen .o the people of Hong Kong after 1997, his only .
response was: "1998." Indeed, anticipating the future of Asia is notoriously !
risky. As late as October 1993, for example; na crysial bafl couldshave "7 7 e

=~ forecast that in November 1994 the-leaders of the economically and politically '

diverse APEC nations would sign a declaration {:{}mmzmng ihemse{ves 0
achieving free trade by a cerain daza *

Despi;e' Mr. Lee’s prudent answer, however, | will venture at least to
identify some of the major forces that I believe will be driving change in Asia
= - over the nexi-five years, and thus will determine what-Asia looks like at the end
of the century. There are more forces at work than aﬁycﬁn& kﬁf}WSQx(}f course,
. but these are some of the key ones.. :

It would be foakhardv to pradzct zhe outcome of these driving forees:
" whether they will move Asian pations toward or away from open markets;
* toward or away from respect for individual freedoms: toward or away-from o
political stability. But I can tell you i each case the outcome that most of.us
in the Administration would like to see by the year 2000 -- and what p{}iiczes
we will pursue to help steer events m zhat dxmctz{m

ving Force: Succession |

Issue: Who will succeed Deng Xiaoping? This-question has cast a cloud

of uncertainty over China's political and economic future, and the auieozzze will
" have rep&r{:ussmns throughout the region.

Optimal-vear-2000-scenario: ',(Ehina**has“-maintained'it.s COMMUUNENL-{0 = - s s =
reform and economic-liberalization, regardless of who replaced Deng. The

continuing vitality of China’s economy - and the broad impact of the resulting

prosperity -- have created its own -political momentum toward continued
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opening of the economy. Reform has included broad human rights reform, as
well as movement toward resolution of polmcal d1fferences between China and .
‘Taiwan.- -+ » . - S G I

U.S. Policy; Continued comprehensive engagement with China, while at
the same time mamﬁaxmz&g a full dialogué on security and humai rights issues”
Also, continued work with China to develop a better trade and investment
epvironment, and 1o fully implement existing zraée agreements on- intellectual y

propert} aﬁ{i other z&saﬁts, ’ N
o Ma&r Driving Fgﬁg Hong Kong Transition - R o e

-« - Issue: Following Hong Kong’s reversion to China in 1997, will ‘Hong
Kong remain economically open and politcally democratic? B R

Optimal vear 2000 scenario: A smooth transition has taken place, o
China, recogmzing the economic and political importance of & free and o
" democratic Hong Kong, 1s ﬁlny respectmg Hong Kong’s amfmamy

..-.a-" o R F N : T Wiliggre, iM% 0 - o AT Ve, LR Y . B TR g

U.S. policy: - Treat Hong Kong as the major trading partner- that it is, one
-which generates some $20 billion in two-way commerce with us, which is home .
10 more than $10 billion of U.S. investment, the largest per capita consumer of |
U.s. agncu}wral products. and is one of the most important capital markets in
thé Tegion. ‘A policy of commiercial and diplomatic engagemeint with China will

" also help ensure that Hong Kong remains democraticrand autonomous, since’a . v .

prosperous and economically confident China, fully integrated into the world
_economy, W¥§§ have great appreciation for the continuation ‘of Hang Kong as a
cm{:za} assat " :

- T e had 3 BB L < ® PN

Miar Driving Force: Political and Market Changes in Japan

Issue; Will Japan’s government have the strength and resolve to . fully .
open its markets to foreign competition, while assuming a world leadership role
commensurate with Its economic importance?

+

- Optimal-year-2000-scenario:—~Japan; recognizing  that-Hs-0wn-eConomy =~ e~

and citizens will benefit, has deregulated its economy and fully opened its
markets, Havmg emerged from its recession, Japan is fulfilling its promise of
actively pursuing strong and sustainable domestic demand-led growth, which
has caused global its imports of goods and services to reach record levels -- and
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. has markedly reduced Japan's global trade surplus and its especially large

" Japanese market”is most closed.~ (Japan-imports-only 3:percent-of its autos and-

surplus with- the Umzed States. Japan costinues 1o increase. its contriblition 10
the multlateral solution-of global problems that nclude- starvation and
énv;mnmezﬁa% degradation.

i ) s M —e
H

U.S. policy; Continuing tradé negotiations with Japan with the aifi of
removing Japanese trade barriers and achieving concrete, measurable resulzﬁ in

the marketplace. We will demand in particular, that Japan dismantietits -
barriers to auto and auto parts trade, where the potential economic gazzza fc}r

U.S. exporters are higher than in any other industrial sector and where the ™~

2.4 percent of its aute.paris -~ 'by«far the Jowest level among OECD countries;--
and these products account for 60 percent of the U.S. wade deficit with }apan )
Continved encouragement for Japan to carry out promised macroeconomic
reforms. Partnership with Iapan in muitzlazeml effcrts to address global

Ky Y

problems. ~ - T

..

. - [/ ;m‘ Dnv_zrg Force: lndm as_an-Economic Powerhouse ey

1
. .
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———since"then—"In particular,” we-will- work-to-broaden-and-deepen-U:S:-Indian

%

~ Issue: Will India deliver on its promise of becoming one of the most
v:bram :mportant and-powerful of all Lhe Big Emerging Markets? ~

R

Optimal vear 2000 scenario: Despzte bemw the Easz grea{ &c{}ﬁamy o

open its doors to the outside world, India Has made gredt strides in freeing its:

“ratkets and has become substazmaiiy integrated into-the world-economyr-Indiz.

is absorbing - commensurate with its needs and size — substantially hzgh&z*
levels of investments in infrastructure, manufacturing and service indusiries. It
is proceeding with a host of important economic reforms.  Having ended its =
long isclation calséd by poizczes Bf xmn{}z’t substirdtion and self-rehance. India
has joined the international economic mainstream. ‘

" 1L.S. policy: Continue to build upon the new era-in U.S.-India relations
that was heralded when Prime Minister Rao visited the United States last year
and accelerated by many cabinet and other senior-level Administration visits

e T

commercial ties because U.S. equipment and services can assist India in closing
the gap between India’s economic reality today and its potential for tomorrow.
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Major Driving Force: Rise of ASEAN
Issue: What role will ASE&L”% play as'an economic and political force in

« the Asia Pamﬁc‘?

Qptimal vear 2000 scenaric; ASEAN is continuing to prosper, thanks to
rapid growth, expanding purchasing powsr and falling market access barriers.
Vietnam has joined ASEAN as a full member, and its GDP is increasing
rapidly. The ASEAN agreement to establish a free trade area, AFTA, by the

 year 2003 is on track. ASEANis serving as a significant force for political
- gtability in the region, especially with regard to Laos, Cambodia; and Burma.

U.S. policy: Continuing engagement with- ASEAN via the- U S -ASEAN" -
Alliance for Mutsal Growth; economic fora such as the U.S.-ASEAN Dialogue
and the U.S.-ASEAN Trade and Investment Cooperation Committee; and the
Destination ASEAN trade promotion initiative,

Major Driving Force: The Fuiure of APEC
lggzx:: Will the pwmis& of the Bogor Declaration be fulfilled?

.~ Optimal vear 2000 scenario: APEC members have reaz:hed a consensus
- regarding the pace and process by which the Bogor Declaration goals will be {
reached, and are well on the path to their achievement.

\ 1.8, policy: Try to ensure that a concrete, achievable plan is in place
for the APEC meeting 1n Osaka later this year; work closely with the U.S. -
business community as the plan devr:iops and aceelerate APEC's trade and
investment facilitation programs covering such areas as standards, mvestmem

- principles and administrative barriers to market access.

Major Driving Force: Hug 11 rhalances
Issue: Will Asian nations -~ notably ] apan and Chma -~ CONLNUE 10 run
mammoth trade surpluses with the United States? In the case of Japan, the
trade surplus is & global one, and is leading to massive financial imbalances in

(e World "financial systém 7 In"the case of both fapan and China; the rising™ " ~7=7~" - =
U.S. trade deficits threatenito fan serions protectionism {see chart at end.) : :

Qpumal: year 2000 scenario: Japan, China and other Asian nations with
huge trade surpiuses have taken appropriate steps o increase imports and
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reduce their trade unbalances. These:measures have not only benefited the
businesses and consumers of these nations, but have eased 1ensions with their
« trading partners by sz}bstamzallxz reducing, or in some case 83;:}:’;;;}&{;125;, bilateral

. . trade deficies.

= 1.8 policy: Continue to press our Asian trading partiners showing

. substantial trade surpluses to tackle the underlying macroeconomic probiems
causing the disequilibrium, with the aim of fostering an economic environment
that is more open and receptwe to imports. At the same time, we will keep
hammermg away it foreign trade barriers, as well as continuing our aggressive

" export promotion strategy, because the best way to reduce our trade deficit is

o - for-our firms 10 be able 1o sell more of their goods and services overseas (as -

opposed to closing our markets.} Finally, we will encourage higher labor

standards abroad -~ in the name of human rights, for suve; but also because

abuses of workers’ rights keep labor costs amfir:zaily fow and thus creates an

unfair advantage in international zrade ot :

]

af and Econontic

"Model - i :
Isque Will the Asian modei of political economy, with its emphasis on
political stability and economic prosperity -- sometimes at the expense of {
personal liberties - result in the rise or strengthening of authoritarian-regimes

‘and the suppression of individual freedoms, or will Asian nations succeed in
balancing the goal of economic growth with protection of basic political |

freedoms? :

'Optimal vear 2000 scenario: "Confucian-capitalism” values of hard
work, thrift and reliance on family have continued to improve the economic
welfare of the region; increasingly, however, these "Asian” values have become
harmonized with international-standards values of political and economic
freedoms. As Asian societies have become more open economically, they have
‘bemmexmcrw open politically, contributing to stability, not instability. .

iyt oo

B """‘”““”‘L S policy.” The UTS. will mot seek w0 impose~its vision of the world-on~ —7 - -
others. At the same time, however, we believe that some basic rights are !
universal, that everywhere people aspire to be treated with dignity, to give

voice 1o their opinions, to have a say in choosing their leaders. We will work
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to promote these basic rights around the world, advancing them together with
increasing economic ties in trade and broader economic partnership.

Major Driving Force: America’s Choice Between Engagement and
Isolationism "

Issue: Will the U.S. use the winding down of the Cold War and
economic problems at home as an excuse o withdraw from “intgrnational
entangiements” or will we continue to lead, albeit with a new style?

Optimal vear 2000 scenario: U.S. is fully integrated -- as it must be -- in
the global econemy, while maintaining its status as the most competitive nation
in the-world. From this.position of economic strength, U.S. global influence is
enhanced. And the U.S. is steadily achieving' its giobal aims with regard to
trade expansm financial sability, aozz~prohferatz<}n dealing with political "hot
spots,” and human rights,

U.S. policy: Increased use of "commercial diplomacy”™ as an integral
part of foreign policy, spending more time and devoting more resources (o the
economic.and commercial dimensions of foreign policy. We will continue to be
a source of ideas, and new approaches to resolving global troubles, politcal and
economic. We will find both bilateral and multilateral means of encouraging
others 1o further open their markets. We will keep our market open.

RCIAL DIPLOMACY -
Let me say a few words about this last point -- commercial diplomacy --
which is both so important and also so often misunderstood.

What is Commercial Diplomacy? :

What is commercial diplomacy? Let me first say what it is pot. It is not
something apart from foreign policy; indeed it is a central part of our foreign
policy. It is not some crass mercantilist salesmanship; it 1s designed to expand
trade and investment t©o the benefit of the United Swates and its trading partners.
It is not synonymous with only an activist trade negotiating strategy, a Izhngh it

" incorporates sucha strategy, but-it-has many more elementsT =~ -

Let me now put it in the positive. Commercial diplomacy means
marshaling a broad array of oyr policies - trade policy. trade promotion,
programs, environmental programs, training and educational exchange - ©

-
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pursue our interests in expanding trade and supporting individual freedoms
around the giobe. ! ‘ |

Commercial policy embodies a recognition that while the world stll
containg numerous threats to our security, it is economic growth, jobs, and
improving living standards that are the top objectives of virtually every country,
and that it is on that terrain that the U.S. can and should become more of a
ieader and a model.

Commercial diplomacy aiso reflects our’ own condition = thar the key 10 a
strong America at home and abroad is a stronger economy, and that a key

“element of a stronger economy is expanding trade, However, commercial

diplomacy means two-way benefits. -When U.S. firms help to build a power
plant in India that brings clectric light to homes that never had it, both countries
benefit. When U.S. firms make possibie the installation of telephones in
Chinese homes that never had them, people in both countries gain,

Commercial diplomacy is part of a human rights policy -- not all of it, of
course, but part. When American firms bring their values and their standards
to Indonesia or to Vietniam, workers get a better deal, and opportunities for
men, women, and familfies are expanded.

Commercial diplomacy can enhance American influence in other areas
because it deepens our presence and involvement, and broadens our range of
contacts with influential people in other countries b&y{)m:i the usual foreign and
_defense ministries. :

Commercial diplomacy represents a more cooperative spirit than the
traditionally zero-sum game of real poliuck. We will always have commercial
problems such as disputes over intellectual property nights or market access, of
course. But commercial diplomacy is designed to demonstrate that problems
are not the whole picture, and that while we try hard to resolve those problems,
the show goes on, business deals can be struck, projects can be wen, and a

‘””B"figﬁfé”f*"'fﬁfﬁ“re“is there to be defined in-terms of muwal-imerests, - - s

Commercial diplomacy requires a judicious blend of bilateral and
multilateral policies. It cannot just be Uncle Sam pressing his interests
government w government. To be effective, we will need patience,
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persistence, and finesse -- more than we historically have had - in forums like
the World Trade Organization and APEC to complement our bifateral
approaches. *

Challenges Ahead For Commercial Diplomacy
It has become a cliche that economics 15 the driving force of world

politics today, but 10°s true. And we have 1o do more than just tatk about it; we
nave 1o hegin living that way. The Clinton Administration is off to a terrific
start, in my view, especially in Asia, but there are many challenges ahead.

We cannot let up on trying to open foreign markets. In Asia, in
particular, there is much to do, especially in Japan and China. These are two
very different cases, but they are two problems, which if allowed to fester,
could undermine the entire international economy. .

We will need to become increasingly aggressive when it comes to going
10 bat for U.S. firms competing for overseas contracts in cases where arms-
length compauuon is undermined by foretan subsidies, corruption, and other
types of unfair intervention.

We will need to bring to bear, better than we have to date, our )
technological and educational assets -- unsurpassed around the world -- to
strengthen our commercial diplomacy.

We will need to draw closer 1o the U.S. business community abroad, (o
work with them more effectively on advocacy, on early warnings of upcoming
problems and oppeortunities, and on plotting longer-term strategies. (We have
begun to do this in Europe through a revitalized commercial strategy that will
formally begin later this month. Perhaps we should do the same in Asia.)

We need to expand the range of our interaction with institutions and
people outside central governments and national capitals -- to deal with local
business leaders, o develop relations with leaders in a variety of states, cities,
“provinces, and prefectures. {In Brazil, ‘Argentina. Chile and India we have-
methodically expanded our horizons in this direction. We have begun to do so
in China, and T will continue that effort on my trip there next week )
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We need o become much more effective at commumcating our policies at

" home and abroad, in explaining what we are doing and why, and at framing

issues in terms that are meaningful in other societies. (We have begun such
efforts with regard to U.S.-Japan trade, but we have a long way 10 20.)

Finally, we will need to restructure the presence of the American
government abroad to reflect the importance of comumercial diplomacy. A
recent study by the General Accounting Office said that less than I percent of
U.S, embassy personnel around the world are from the Commerce Department,
There are only two Consul Generals from the commercial service. but no,
Ambassadors. We do not have enough commercial staff in China to service the
southern regions like Guangdong and Fujian, let alone the entire country.,

Could this possibly reflect post-Cold War realities?

In fact, when you consider each of the driving forces that will shape the
future of Asia in the foreseeable future, it is clear that commercial diplomacy

will be among the most powerful tools (¢ influence ouicomes in 3 way that is

consistent with our national interests. This is an inescapable conclusion that
means the excellent start the Clinton Admuimstration has made must serve as a
foundation for future efforts in the same vein. At the same time, because

- commercial dipiomacy offers our partners win-win options -- options in which

everyone wins -- the approach we must take is also one that is likely to ensure
ever better trans-Pacific relations in the future.

If you look at the twentieth century history of U.S. involvement in Asia,
you see that the U.S. fought three wars and lost countdess lives. We can never -
acknowledge enough the sacrifices that our armed forces made. These were
critical efforts that shaped the world we live in today, and that have led w the
opportunities we now see ahead of us.

But when the history of the twentieth century is written, the soidiers will
pot be alone among-those who will have influenced the ‘U.S.-Asian relationship.
They will be joined by the men and women who are buying, selling, and
investing across the Pacific; or the American universities that are traimng a
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good proportion of Asia’s elites; or American managers who are bringing
modern business techniques with them to Asia; or American that is contributing
to higher living standards.

As the twentieth century ends, we need a commercial diplomacy to
capitalize on these trends and these possibiiities. This is our moment. We
must seize it

In this task, the Clinton Administration and you -~ the American business
comununity, -- must become the closest of partners.

Thank you very much.

Pr——
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