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. It is indeed a great pleasure to speak to you in the aftermath of a very
important week in U.S, - European relations. President Clinton and the leaders
of Furope have just concluded an important NATQ Summit. Agreements to
dismantle the threat of nuclear weapons have been reached in Kiev and
Moscow.  And here in Frankfurt, you have had the first formal meeting of the
12 Governors of the European Union's central banks under the banner of the
European Monetary Institate. Of course, these important events were part of a
contimium of critical meetmgs from the flurry of negotiations in Brussels and
- Geneva to conclude the Uruguay Round last month, to the packed agenda ahead,
including the G-7 Summit in Naples this summer. J
[ arf here in Frankfurt fmr a somewhat less august occasion, 10 be sure -~
the opening of the Business Information Center at the Amerika Hausg, The
center will combine the libraries of the U.S. Department of Commerce and the
United States Information Agency in support of two critical pillars of U.S, -

" German relations -- commerce and culture. The occasion may lack the pomp
“amd circumnstance of grander events, but in terms of the practical kinds of efforts -
that we can make, month~to-month and year-to-year, this is -- and should bc -

a big deal. o -

0, ' 1 am delighted to be in Frankfurt for other reasons, too. | spent six of

© my first twelve years living in Germany, and returning always brings back a
host of fond memories. In recent years, as an investment banker and professor,
I have had occasion to visit ‘Germany and to engage German business people on
a wide range of issues. In this city, I have made countless pitches to German
firms to do transatlantic business, and, on occaston, I even succeeded. In the
Aspen Institute in Berlin, I had the chance to argue with Germans from all-
walks of life about the significance of the Guif War for U.8. - German relations
even as the war itself unfolded. On another occasion in Berlin, we argued sbout

’ thv future &f Eumpeau miegrauon S{zil later in Mzzmch I presemed my book

a erman andlence whz::h was not s%xy abmzt cm;qumg zny vzews? me both

- professional and’personal perspectives, those were wonderful experiences for
me. Today marks my debut in this country as a government official, and I am
truly delighted to have this chanﬁe to be zm’elved in Cwmarxy on yet another
capacity. ,

This afternoon I'd like to sketch out the broader setting in which 1 believe

the ceremonies at Amerika Haus later today will be taking place. [ will begm
0 with 2 quick review of the past year with regard to the Chmon admzmstratma §
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- international trade and cemmermal przarziz&ﬁ I will then zero in on 1994,

Fmally I'd tike to reflect on the bxgger qnesnons facmg America and Europe.

. -
-
-
. M

I would like to say that for Amema, 1993 was "the year of trade”. It .
was the year when the Clinton administration began to reweigh the balance
among many of America's forezgn policy priorities, pumng far greater emphasis
- on our international economic interests than ever seen in the last half century.

It was the year when the cancerous budget deficit was ﬁnally brought undar

LI

- control, contributing to a decline in long term interest rates and allowing a surge '

‘of new investment to occur; a year when Presidential attention turne® to

"educating and training our workforce 10 compete in the twenty-first century; and
a year when national non-military research and development policies took off,
-setting. the stage for a rejuvenazx}n of our zechnolc)g:cal base.

, It was a year when America arxl Japan agreed to a new approach to trade,
mgonatwns -~ the "Framework talks;* a year when a historic agreement --

NAFTA -- was concluded, leading to further economic integration of the North | )

American market; a year when President Clinton invited the APEC leaders to
‘Seattle o discuss.closer economic ties in the Asia-Pacific region; and a year
when the global trade nﬁgﬁzzattons -- the Umguay Round -- fmally came 10 an
end, with great benefits for the m&i&iataral trading system-on which all nations
depend. It was a year, too, when Washington established its ﬁmt-ever Natxonal
Export Strategy - :

[ won't belabor these events, but | éd think one major "poiﬁt' should be i
gmphasized: 1993 was not a one-time burst of energy, It was not a new

Administration coming out of the starting gate guickly, only to slow down after ,

its first year. No, it was much more than that. It was a period when American
public policy began to catch up with where the real world was going, with the
dynamism of business and technology, with the aspzratwns of working men and
women and their families -~ not just to ccpe with the enormous pressures of a
global economy in transition, bur also fo take advantage of those very changes.
It was a time when an Administration recognized that the global marketplace

was filled with fierce competition and that neither America’s political influence

nor its military muscle would buy economic concessions from our trading
partners, as might have been the case in previous years.

+
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In fact, for American trade policy, this past year was the beginning of a
change in mindset and a change in trade strategy that is as significant as any that
has taken place in our nation’s history. Just as after the Second World War,
when America accepted its mantle of international leadership, so now does
America realize that our future influence will depend on our successful
economic engagement overseas. President Clinton offered the motto of this

appzoach --""Compete, don’t retreat!” -- and ﬁ:}em is no turning bacl-:

Indeed trade policy has now beezz hnked to vzr{uaiiy all aspe:cts of
American life -- to jobs, to stable communities, to research and development
programs, to new directions in education, and to health care reform where
lower cost-burdens on businesses are so important to cnmpet:twenes!

T‘fade policy has also become a leading edge of foreign policy. - What
v—vumaliy every country in the world wants from America is access to this vast
open market. More than ever, we want access to foreign markets. This is true
for our relationships with our traditional trading partners, but also for our links
with emerging markets. QOur ties with the nations in transition from non-market
o market status, like Russia, turn heavily on trade. So does our ﬁsmre with Big
Emergmg Markets such as China. :
Other nations have had a longer tra,dmon of aggressive trade than we. have‘
had in America. This is particularly true for countries such as Germany and
France, which have long known that trade is an important part of vital national
interests. They have learned to work hard at trade -- learned to play the game,
and to make winning the sole criterion for judging the success of failure of their
programs. We have realized that we 100, must play to win. But as we win,
others need not lose -~ for trade is a game at whx:h everyone can win and aII
nations can be-better off. :
Marwver "winning" at trade is 2 concept that needs careful defi mtwn
It would not be much of a victory to win in a world that has mortgaged its
values -- the rights of other human beings or the quality of itsﬁenwrenment - in -
order to gam a buszness advanmgf: ,

¥

For all these reasons, and becaizse of the broadening array of ‘péiic“y' ‘
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challeﬂgas we face, this coming year will be seen not just as a continuation of
the efforts made but an intensification. "Let me sziizzze what 1 see as the top

‘ upcezmng prlormes

Exrope

It was not an af;z:ideni that- President Clinton's first overseas trip.in 1994 °

was 10 Europe. The visits to NATO and to the former Soviet Union, and the
strategies on which they were based, were in the planning stages for many
months. It was clear, | hope, how broad and deep our mutual agenda is, how
ak;sely connected dre our security and economic ties, and how muchl’America_
_and the members of the European Union, in pamcuiaz’, have to do not just for.
themselves but for the former communist economies.

I believe that Presndeﬁt Ci:ﬁwn signa ed America's strong support for
Europe’s march towards increasing economic integration and I can add little to
what he 'said. [ also believe.that he made crystal clear the prlomy we accord to
helping former communist nations enter the world economy as full members,
The attention that we are giving to Russia and the other newly independent

- countries of the former Soviet Union is especially noteworthy, I believe. As

you know, Vice President Gore and President Clinton have themselves been
leading our efforts. A ot has been said about "macroeconomic” policy and
economic reforms.  In addition, however, the U.S.-Russian husmﬁss agenda is
now very broad, I had a first-hand look myself last month when I co-chaired
the executive committee of the bilateral commission that handles these matters.
But from issues of mutual market access; to facilitating some very large scale
joint ventures, to important technical matters regarding taxes, custom
pmcedures and product standards -~ the two nations are doing their best to
improve the climate for trade and investment. And these efforts will see no let-
up this year. .

- Russia represents a. broadar category of country that we will be focusing

on this year -- “Economies in Transition.” These are nations who are mavmg
‘from one status to another.in ‘the international economy, and changing
fxmdamtmtal}y their economic structure in the process. Russia, the other
countries of the former Soviet Union,. the nations of Eastern Europe, South
Africa, even the West Bank territories are going to need help making this
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trangition, and they are also going to have to make major adjustment
themselves. Thus far the global framework for helping them is hardly
developed. We will need to think through the balance between macro
"adjustments and industry-by-industry adjustments; we will need to rethink our
approaches 1o development assistance; we will need to look again at barriers to
market access that these countries face, barriers which could keep them omt of
world markets; we will have to think about sensible ways to work with our own
industries as they feel the brunt of new producue:z from Economies in
Transition; and will have to work closely with the Eurcpeaﬁ Union, Japan and
other industrial market economies so that none of us is ferced to accept .
drspropemenal Impor‘ts or formgn aid burdens. . .
v
I'd like- te come back to U. S - European issues later, because mey are 50
rich and so qualitatively deeper than our agenda elsewhere. So let me move on
10 athef areas.

In 1994, the trade agemndla with Asia is more extensive than it has éycr
been, At the top of the list, in terms of sheer urgency and also timing, is the
nead to make progress in the U.S.-Japan Framework negotiations. I think it is
fair to-say that, as of now, we are making little progress on crucial issues such
as government procurement in telecommunications, medical equipment, ’
insurance and automotive trade. Moreover, we still must convince Japan-to
recognize the overwhelming need to find mutually agreed ways to measure
progress in the opening of its markets in the future. As we continie in this
difficult endeavor, we are not seeking to "manage” our trade with Japan. It is
ngi*e accurate to-say that we are trying to open the Japanese market by seeking
to have it become "un~managed”. Success will not'benefit the United States -
exclusively, but will open the Japanese market for all who want to sell and
compete there, L "

1994 wzii alse see a major focus on China. Washington and Beijing faca f
an important milestong in their commercial relations this June, when the
President must make a decision on renewal of Most Favored Nation status. The
Clinton Administration does not want to make an annual MFN assessment the
central focal point for economic ties between the two countries year after year.
: . We sincerely hope that there can be eﬁough progress in the human rights area to .
. get these MFN issues ‘behind us. But it is absolutely essezmal that szgmficant

#
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progress be made. Tt would be a mxstake to read our hﬁpes for a better trade
future’ as a lack of resohiteness when it comes to the issues currently being
" debated. Beyond these questions, of course, there are many other complex
issues at the forefront of our attention wzth regard to the world's most populous
nation. These include textile transshipments, intellectual property rights, and

the need for us to ‘have fair access to the infrasuructure megaprajects that wzii be
. O important to China's growth.

Elsewhere in Asia, we will be following up on the Asia-Pacific Economic
'Conference (APEC) meéting of last November. Let mie give you a flavor of
some of the programs in train. Later this month, we will meet with the
Association of South-Eastern Asian Nations (ASEAN) to pursue the 9.8 -
ASEAN Alliance for Mutual Growth, a program Secretary Brown and
. Ambassador Kantor presented to the ASEAN ‘trade ministers in Seattle.

~Recognizing the tremendous potential of the markets of Southeast Asia,.the
" Commerce Department and other U.S. government agencies last summer
developed a coordinated commercial promotion strategy for the ASEAN region.
‘Working ciczseiy with business leaders, we identified several key sectors - \
especially those lined to major infrastructure projects in the region. .. ' .

Based on these discussions, we put together an aggressive advocacy
strategy that will make sure that U.S. companies get the kind of support from
senior administration officials that executives from other countries have come to
‘take for granted from their leaders. We are trying to "level the playing field” — .
éven if our cabinet members must pick up a shovel and do some of the heavy =
lifting themselves. With that in mind, we are also taking steps to coordinate a

~ financing strategy for the region. We are planning strategic trade and advocacy
missions with state governments and industry groups, one of which I plan to
fead next month, And we have laid the groundwork for-a nationwide program
to dxss&rmaate Asian market information to U.S. bzzsmasses amzmd the country.

We are pursuing sumlar National Export Strategy-driven initiatives for
other key Asia-Pacific markets.. This will do for the entire region what the
Alliance for Mutual Growth does for ASEAN -- provide a coordinated program
_ of sectoral missions, advocacy, finam:mg, and active U.S. involvement in the
expansion of the’ private sector’s role in APEC. including the development of the
Pacific Business Fermn as a busmess adjuzxez to APEC s formal meetmgs
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Let me trn to Latin America, 'We will be following up on the NAFTA,

Much effort went into passage of this agreement, and the Administration i3 .
determined 10 make it a tangible success. NAFTA also provides for over
twenty-five working groups and standing committees to ensure adequate
zmp}ementauon of the agreement to push liberalization further. The "side
agreesments” to cooperate on the environment and on labor issues will get
tremendous attention. So will the smooth functioning of dispute settlement
mechanisms. A structure for the new North American Development Bank will
have 10 be fully designed. We will be following up on several major projects
‘on the UJ.5.-Mexican border 1o build road, bridges, and new environmental
facilities, Additionally, we will seek 10 accelerate the benefits of thé’agr&ment
by trying to negotiate quicker removal of tariffs.

-~ NAFTA is a ¢crucial part of our hopes for closer economic ties with Latin
America and the Caribbean, but only one part. There remains the rest of the
hemisphere; and the Administration intends to focus on expanding trade through
the region. -Latin America is the fastest growing export market for the United -
States now. Trade with the region has grown at an average annual rate of 16
percent for each of the past five years, In 1992, total U.S.-Latin American
trade amounted to over 8144 billion, with a surplus to the U.S. of almost $7
billion. We have also witnessed the imprassiye achievements of some Latin
American pations to reform their economies and take critical steps toward trade
liberalization. Recognizing the benefits to be gau;ed from open markets and
expanded trade, Latin American countries have moved at an unprecedented pace
to freer regional trade arrangements. Important examples include the G-3
{Mexico, Colombia and Venezuela), Mercosur (Argentina, Brazil, Paraguay and
Uruguay), and the Andean Pact (Venezuela, Colombia, Peru and Ecuador), as
well as numerous bilateral initiatives.

Economic reform within individual countries has been sweepmg, featurmg
lower tariff barriers, privatization of state enterprises, and more open
investment. -For example, Chile has lowered its top tariff from over 100 percent
to 11 percent; Argentina, its average tariff from 40 percent to 12 percent. At
the same titne, in Argentina and across the continent, ambitious, fast-paced
przvanzatmn efforts are taking place affe;ctmg virtually all mdustry sectors, We
hope NAFTA will be a building block for even more progress in the future.

. The Hemispheric Summit announced by Vice President Gore and which will be
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held later this year will certainly focus on the future of reform in the Americas -
- from questions of sustainable development to the issue {}f’ further trade
integration, : ‘

Anether af our hlghest trad& priorities this year is Congressmnal
ratification of the new Uruguay Round. Most observers outside the United
States (and many Americans, too!).do not understand how our trade policy
works, but -- far more than most countries -- our legislature plays a Ieadmg
role. Following on the conclusion of the global negotiations a month ago in
Geneva, the Administration must now make a vigorous effort to persuade
Congress to ratify the accord. We are hopeful of succeeding, for w&€have
reached a good outcome in what history may well judge as the most far-reaching
GATT Round yet. But it may be tough, and nothing can be taken for granted.

- As the debate takes place, America's fundamental outlook on world trade will
be in full zzzwmaizenai view, N

Part of the preqess will be the writing of new laws allowing us to
implement the Uruguay Round. We can expect significant revisions of the legal
framework within which U.S. trade policy if managcd In the aftermath of the
last set of global negotiations, for example, major trade law provisions -- those
pertaining to antzdnmpmg and countervailing duties -- were restructured
significantly. These revisions to the law enhanced traasparency and due process
and gave parties to law suits the rzght to appeal U.8. government decisions 1o~
independent courts. Such concerns for the needs and wants of U.S. business are
to be expected from legislatﬁ}rs this time also, only more so. Indeed, it is

* important to remember that past trade negotiations covered a much narrower
range of topics than the Uruguay Round -- and therefore the accompanymg
legislation, while powerful, was much narrower in scope. Implementing
legislation not only will make the revisions in U.S. law necessary to implement

. fully the agreements and provide for continuing U.S. efforts to push global

market opening further. It will also establish the process for domestic
monitoring to ensure that other countries adhere to the Uruguay Round's
agreements. In addition the Administration and Congress will be working
together to pass legislation which is fair but tough when it comes to protecting
our industries from unfair trade practices.




\ Fmal!y 1 wam to talk abf}zzt the intense efforts that are bemg made to

~ develop a Mational Export S{razegy In late Septermber, the President announced
a concerted program to harness the full resources of the U.S, government to
stimulate exports. He did this because it is recognized at the highest levels of

" our govemment that for now and the foreseeable future, exports will be one of
the principal driving forces behind our national economic growth. Asa
consequence, with Secretary Brown leading the effort, the President directed the
19 agencies that are involved in trade dcvai:;}pmm 1o wark: together n new
Wd}’s to expand U. S eXports.

The results were unprecedented. In short order, we rolled ba&c many .

export controls that were impeding U.S. businesses overseas. We developed a
broader array of government financing alternatives to make U.S. companies

-more competitive in international bidding situations. We made a decision to
work more closely with states and localities. We are working to develop more
effective U8, advocacy for business in infernational procurement contracts,
-including a full-time advocacy center within the U.S. Department of Commerce.
We plan to set up export centers in several parts of the United States which
combine the resources of several government agencies; the first fnur of these
will open in the next few weeks. :

. We -‘am givin‘g particular effort to thinking about how to develop new and
more effective strategies to work with American firms to increase opportunities
in the world market. We have been giving a lot of attention to identifying the

- Big Emerging Markets and the Big Emerging Seczars on wluch we will
" concentrate our efferts in the years ahead.

- By Big Emerging Markets 1 mean. these nations which hcxld so much of
the promise for the future by virtue of their enormous potential. China is
‘clearly one. Indonesia another, Mexico, India, Brazil, Turkey, and South .
Africa are on the list, too. If you look at where global trade growth will come
from in the next two decades, over two-thirds of increased global GNP will
come from outside the industrial market economies (OECD). Of this,

. percent will come from ten Big Emerging Markets, That's Why we're 0
“focused on those countries.

'
H
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Ozzr Big Emergmg Sectors included Ieadlng-edg& U. S mdusmes such’ as
“telecommunications, environmental technology, and health care and medical
equipment, all sectors in which we can build on domestic strength and global
competitiveness. - We're not out to create an "industrial policy," let me. assure
you. But o the extent that their are opportunities for government and business
to' work more ‘closely together.than in the past to open foreign markets, this will
be our thrust: Our efforts to focus on Big Emerging Markets and Big Emerging
Sectors are being developed in consultation with the business commumty., The
matrix formed by overlaying the Bzg Emerging Markets and the Big Emergmg
‘Saei{zrs will become our road map. . . :
Of course; we are not gmng to ignore mdusmai countries. Ma’rkets like

Germany require a new innovative approach - our "Showcase Germany”

program , for example, is aimed at increasing the number of U1.S. firms selling .
in the German market, a{zﬁcentratmg on the largest customers in Germany, and .
utilizing Germany as a base to sell on to other markets in Europe. We want to
develop stronger ties with' Gérman companies who are the principal purchasers
of American goods, including subsidiaries of U.S. companies based in -~
Germany. . We are looking forward to more effective trade missions going from
the United States to Germany and vice versa.. We hope to foclis particular
attention on sectors like felecommunications and energy, and on big projects like
airpott-construction in Berlin and the ISDN telecommunications network for the
Germany army. This enhanced bilateral trade expansion program will put U.S;

business at the crossroads of trade policy and market development where we can ‘

take advantage of the opportunities of Euwpean Um{m and German market
opening policy- mxtlanves )
_ America's ccnnnerma.l pc{antml w111 be enonnously enhanced by thé )

experience, skills and energy of Ambassador Richard Holbrooke: Indeed, from
my vantage point at the Department of Commerce no Ambassador has shown -

" more’ initiative, nor has been so persistent in tryzﬁg to' gct Washington's
involvemnent in international commercial policy. Indeed, in terms of my
personal izfe:, I regret havmg given chk my home phone number.

" These priorities for 1994 constitute a broad and deep fecus on trade.
They represent a hard-nosed view of U.S. economic interests, an
" acknowledgement that multilateral cooperation works best -- when it works --
- and an orientation towards the future. As President Clinton hassaid -"Our

i
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" willingness to fight for these initiatives, for NAFTA, for an invigorated APEC,
for a new GATT agreement, should make it clear to the world that America will
lead the charge against globai recession and the pressures for retrenchment it
has created..not just here in our country, but in all the advanced nations of the

werld g

- Let me now turn to Europe and raise some of the broader questmns

There has been a lot of idle speculazzan about whet}wr America is turning
its back on Europe in favor of Asia. I can understand the concern, ‘Given all the
* atténtion that Japan, China and other countries have been receiving lately. But I
believe that the charge is totally unfounded. :
The United States and Europe account for half of all goods and services - -
produced in the world, and half of all world trade. No global economic . -
agreement and no-global economic initiative is possible. without agreement
.’ berween the United States and Europe. : :

. The U.S. -European relationship has served U.S. and world economic
interests exz,eedmgly well over the last 50 years. Our economic

- interdependence is unparalleled in the world and is the bedrock of & ‘stable world
trading system. Even during the unceriain economic period of 1993, twn«»way

. trade between Europe and the United States was $230 billion. Direct investment

. was almost $250 billion in each others markets yielding, for example as much as

© $800 billion in sales of U.S. affiliates located in Europe and around $600 billion
in U.S. sales by Furopean-owned companies producing in the American market.

To assess what a world-leading relationship this is, compare our bilateral
investment with the U.S. - Asia investment stake. -U.S. regional 1nvesim3m in -
Asia is 848 billion - a quarter of our investment in. Europe. Sales of U:S.
majority-owned affiliates are about $120 billion in Asia - around one-sixth U.S.
- company sales in Europe. :
"' Itis a mistake to think the United States can choose between Europe and
Asia ’I“he United States will not make such a choice -~ nor do we see any
' .' reason why such a chioice should have to be made. ' :
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One of the unbreakable bonds that links the Umtcd ‘States and Europe 18 \ :
our shared heritage. We say it oftenr, but we should think more about what it
means. The United: States is a.nation that takes great pride in our dwersizy it
is a source of preat strength that we are a nation of European-Americans, .
African-Americans, Asian-Americans, Latinos, Arabs, Jews, South Sea
Islanders and Native Americans. We recognize that the origins of the nation
itself, our legal traditions, our philosophy of gwemem our ianguage much

" of our culture all come from Ezzwpe

i We could not chaﬁga this even if we wanted to. Our diversity resides as .
deeply in our institutions and customs as it does in so many of our people. As -

* an American who grew up for many years in Europe, an American- ‘®hose father

" was a career military officer who came to this continent to win and préserve the
peace, an American who later in his very first job.in the U.S. government

—~worked for a German-born Jew who had risen to become U.S, Secretary of

State, [-am perhaps even more acutely aware of these bonds than many others in

my country, But, I am n@t alone. :

Look at our Preszdent who hz.mself was edncated in E'arope, who met . '
several key members of his cabinet while aztendmg school in Europe, who - .
traveled through Europe as his first chosen act in the freedom-of his young

_adulthood. Look to our Ambassador to the United Nations, born in
Czechoslovakia, our top military officer, born in Poland. *Look at even the
bond that arose during the GATT talks between Leon Brittan-and Mickey
Kantor, who found that they shared common interest and a common hentage

- that traced back to Lzzhuama

This shared heritage has created excaptmnally strong bands between us.
Irisa g{md thing. We will need them in the dzfﬁcuit and chaiiengmg years,
ahead.

~ The fact is, the "trade agenda” between the U.S. and Europe is much
broader than the conventional definition of trade. In Asia we are banging away
at market barriers: For the most part, it is pretty traditional stuff. In Europe,
however, we are discussing not just market opening but subjects well beyond -
not just the means of commercial policy but the ends, not just trade but how we

¥
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orgaﬁiée our societies, not just dollars and Deutsche marks but guality of life.

The “economic” agenda between America and Europe is like no cher Let e
cite four examples. . *

First comes the questions of job security and job quality, There are more
than 35 million people unemployed in the OECD countries today. Even this
figure underestimates the true human toll because many workers have withdrawn.
from seeking employment while others have found income supports and

~ disability policies have reduced their incentives to remain in the labor force,
The job issue for Europe and the United States.comes from a host of
macroeconomic factors. In America, the Clinton administration has%et out in
1993 the fiscal plan to address them by promoting economic growth, reducing
_the federal budget deficit and setting out a federal priority for investment in
education and worker training. Europe has ma:reasmgly realized that the Single
Internal Market -- EC 1992 -- was not enough in itself to spur increased
employment, and that the structural issues which are the real problem must be
addressed decisively. -

The ongoing corporate restructuring, downsizing, and re&:zgmeermg of
manufacturing under international competitive pressures -- mz:iadmg the reduced
“size of defense industries -~ means that today’s economies gXxperience eCOROMIC
growth with little or no decrease in unemployment. We may be experiencing a
major globﬁu transformation that requires more than a nationalist macroeconomic
job policy, particularty as China, Eastern Europe and Russia emerge onto the
world market. The problem may persist for years, during which pektzcal and
social tensions are sure to rise, as wcll as.new pressures for economic
pmtectlomsm
In March we will meet for the Jobs Summit and we must take this }
opportunity to address the dangers inherent in economic growth without jobs,
-and new means to create more and better jobs. Also this Spring at the G-7
Naples Summit economic growth and employment will be the top issues on the
agenda and Europe. The United States and Europe must be in the vanguard of
developing employment policies that respond to this new challenge.

¢



Sef:{:z'zd we must addr&ss the issues we were not able to f:eaclude in

B Geneva in the Uruguay Rourid Final Agreement. While we have shaped a geod

agreement in the Uruguay Round texts for many aspects of trade rules --
including for subsidies and an{:—dumpmg measures, we still have unresolved
issues in certain areas that Europe and the Umz;e:d States must address in 1994,

ﬁtcgum has been an important aspect of the world economy for the last

* 25 years and remains high on the trade agenda for 1994 particularly as we

_strive to integrate Eastern Europe and the Newly Independent States of the

former Soviet Union into the world economy. Currently, the anti-dumping’ anéi
cauntervazimg duty investigations or duties in force in the United Stfes
resulting' from mass industry filings made between Septezzzber 1991 and August

1993 are symptomatic of the concerns of unfairness and injury that international .
--steel pmdtzz;izan and trade introduce to the ‘world economy.

Resolving the steel issue is one.of the most 1mpomnt 1tefnx of business
before the United States and Eumpe Calls by some for a "political settlement”

of the mvestigations of unfair pricing or limits on future use of anti-dumping

and countervailing duties mechanisms for steel are counterproductive if we do

- not address the issues underlying steel trade. Successful resolution of the steel -

problem lies in achieving tighwf disciplines on subsidies and other trade

» distorting measures. This is what we are trying to do, thmugh a Mzzin}atcral

Szﬁel Agreement (MSA)

Aefospace also represents an important opportunity for E‘.urope and the
United States to lead the rest of the world to an improved and ﬁmdamentally

fair competition, We did not achieve multilateral disciplines of supports in large .

civil aireraft in December in Geneva. The United State's wants to extend the
disciplines of the bilateral U.S. - EC agreement on supports for large civil -

+ aircraft to all GATT contracting parties. Many countries in the world other

than Europe and the United States are on the brink.of launching projects to

buiid large civil aircraft. If these countries expect to-compete alongside Eurap&
and the United States, they must also abide by the same disciplines on supports.
Therefore both the United States and Furope should work to encourage
countries to sign.on to an effective multilateral agreement. The U.S.-EC
agreement, while not perfect -- not for engmes and not 2 repiacemr::ni for the

A
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subsidies diéciplinés in t:!’ie Subsidies Code does provide reasonable guidelines
for other go vernments participatzen in dev&lopmfzm of large civil aircraft.

In the Uruguay R{mﬁd we made progress in deveiopmg rules for wade in -
‘services. But there is'important work for the United States and Europe to finish
-in financial services, basic telecommunications services, and other areas. g

Iei*itly we need to assure that momentum to reach agreement in these important
areas is not lost now that these sectoral nagotnatzozzs are separated from the
Umguay Round negz:xtmtmn itself, .

An important service area that cannot be left unresolved is ti’w matter of
culture and international trade in audio visual services. We are disaffointed .
that the Eurppean market for audio visual services is restricted by burdensome _
quotas. The December GATT services agreement made audio visual services -

--subject to a multilateral trade agreement for the first time. However, the
European Union declined to liberalize its trade regime in this important trade
area fc}r cultural reasons.

‘ anam_pmcumm:m_rmgs is yet another -
important item on the agenda not finished in December. Last year the United

*States and Europe reached agreement liberalizing a broad range of coverage in
government procurement in goods and services. We even extended coverage in
a bilateral agreement on the purchases of electrical, utilities. Negotiations in the
telecommunications sector were not completed, and we piaxz to reach agrazmam
with the EC by April of this year. A bilateral agreement in telecommunications
would halt application of discriminatory local content and price preference
provisions in the EC utilities directive. Qur intention is to reach an agreement
on.all utilities, including at the local government level, and then seek to
multilateralize our agreement. This is very much in the interest of Eumpe and
Europ&aﬁ irdustrial competitiveness - which must have access 20 better and Iﬁss
expensive telecommunications sarvzces :

A ﬁnzd area on the U S. -Eartzzpean agenda must be to address the areas
that are key to the future of the multilateral trading system. . The recent round
of multilateral negotiations tried to settle most of the trade p()llC}’ 1ssues of the
twentieth century -- serviges, agriculture, textiles, intellectual property rights,

.
i . *
. o '
M X .
Ld £}



and mvestmem In the twenty ﬁrst century we must reckon Wiﬂl a new world
economy bmit in many wziys on economies of varying speﬁds
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It is with Eumpe that our most sophxstzcated d1scusmans on these outer
reaches of trade policy must occur. The issues must be defined broadly.to
~include trade-and the environment, competition policy, the social dimension of

structural changes created by trade, worker rights and other labor policy,
cooperation at the sub-federal level (particularly relevant for the United S!at&s
and Gemlariy}, and the relationship betwee:n wgwnal and muinlateral trade..

The Umguay Round achieved 2 revxtahzation of. t;he operatzonal aspects of
the trading system — in particular, significant improvements in the d®pute
settlement process and the creation of the World Trade Organization (WTQ) as
the successor institution to GATT. Imprevements in the process of settling

.-disputes. will expedite decision-making, prevent the bimhng of final judgements
and making the proceedings more open and understandable, Creation of the
WTO will provide a single, coordinated mechanism to €nsure effective’

' zmp1ementama of the new. rules and require, for the first time, the full

participation of all countries in all agreements. However, the new trading
system can only realize its pmentxai if the members are committed to its success
and if its agenda focuses on issues of truly global dimension and importance.

Thus it is essential that the Umted States and the European Union demeﬁstrate

if:adership within the WTO : : -

A We also need o address trade. issues ar;szzlg from expansion of the -
multilateral trading system to include economies in transition like Russia and
~ Eastern. Europe. Where these economies are moving away from state command -
- economies to market economies, the WTO may prove too inflexible to appiy
durzﬁg the transition. ’ - <
In deahng with these camphcated issues we Wzii need t() keep a certain
framewoz*k. in mind. - ‘ :

First, we should recognize that the integration of economies in transition
into. the world economy i$ a challenge on the order of importance and difficulty
as the challenges of reintegrating Japan, Gérmany, and many former colonies
into the global economy after the Second World War. It won't happen - -
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overnight, and it will require a herculean effort. Moreover, the task will
challenge virtually every policy we have. .

. Second, the burden of adjustment must be spread. The effort must be™ -
multilateral. The toughest changes must take place in the trangitioning '
countries. But we in the West, and in Japan, must share the burden. I might
add that because the United States is the most open large economy in the world,
there i is a temptation on the part of many other nations to think that we will
accept being the dumping ground of last resort -- much as we have often been in
the past. This, in my view, would be a serious misreading of the Clinton -
admmzstz’atlcn the Congress, and the meed of the American peapix

Third, we neeé policies that are truly appmpriate for "transition.” This.
means devising policies with enough flexibility to reward gconomies in
~transition which are takmg the tough adjustment measures, and policies which
can differentiate between those who are biting the bullet and those who are not.

‘ Fmallv the Umted Szaws and Eur(}pe must join in focusmg policy
attention on the world's Big Emerging Markets (BEMS) in the next ten years.
‘As I said earlier, there are perhaps 10 countries in the world that are large; fast
growmg, newly developing and present very significant prospects for market
opportunities. They are now the subject of great attention. NAFTA saw the
integration of one of these nations -- Mexico -- into thé North American
marketplace. And we expect the Uruguay Round to be of partzmlar vahm o
- BEMS that use their dynamism 0 expand their econormies.

But oppérzimity also presents chaiignge It will be with the BEMS'that
‘the most intractable trade and investment issues of the future will be fought out.
"These include trade and dual use technology, trade and environment, and trade
and worker rights. U.S. - European relations will be complicated as sharpening
commercial rivalry among the major exporting countries intensifies for new '
markets. We will be challenged 1o find the right formula to bring the BEM
countries more fully into the world trading system and we will need to work
together to reinforce the application of rules and disciplines for trading and
cam;;etmg with these st.rong economms
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CONCLUSION -

I can't help rez:aiimg the involvement I've had with G&mny over the
'years the involvement I mentioned at the outset. When 1 was an investment:
banker, Germany looked like a large pool of capital wam::g to be tapped by
borrowers around the world. Today, of course, you are in'a much different
‘situation, ] rem&mber being convinced that the Gulf War, and Germany's
belated financial response, would drive a wedge between our two countries;
well, we weathered that storm pretty well, T also recall arguing that the

Maastricht Treaty was dead éven before the Danish veto;. I missed that one, too.
In most of these views I was not alone, of course, but I was wrong, and the

experience makes me very hesltant about predicting anyt}nng, especzﬁiy in these

uncertam times.
- And the times surely are uncertain.

On the peszizve side; a world in which two bitlion riew mnsumers 1
formerly confined behind non-market systems are entering the global economy,
: 'portends massive new business possibilities. Also, new technologies which can
improve our lives, and prclong them, are emerging everyday. It may be, as
well, that we will not face a major war for generations - certainly this is a real

passzbzhty

But there is much to-be 'sad zbout, t00. A grinding recession has it
Western Europe.. ‘To the East, economic dislocations run much deeper. If a
crisis of cenﬁdence isn't grappmg the continent, this i ts at least a winter of great
' dlscontcnt

In this setting, there is one thing about which I do feel confident,
however. In charting the course for the future we never néeded active
government and bold leadership more. From day to day we all see .
opportunities and we all see problems. Each comes in kingsize ‘dimensions,
now. It is a temptation for governments to resign themselves to coping with the
situation, precisely because life seems so uncazztwllabie ’I‘hzs would be a big
mistake.
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I am very proud to be in the Clinton administration because I believe our
President is seizing the challenges for the times. We will make some mistakes,
of course. But we will be out there and we will not stand on the sidelines as
this wmultuous century comes 1o an end -- when so much of the next several

decades could depend on the groundwork we lay thesé next few years. In all
these endeavors we need Germany and we need Earape as our closest partners.

Thank ys:}u.
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SUMMARY

The Aaministration’s international economic policy hos three components:
vigorous action ar home 10 Strengrhen our ecenoryy and improve our
competitiveness; an aggressive approach 10 opening markets abroad; and o new
strategy for working with U.S. companies to expand into foreign marker

- When ir comes 1o expori promorion in parzz'z:*zdar, the Administration has
given prioriry 10 closer cooperarion among Federal agencies, 10 more effeciive
links 1o stare and ioval efforis, and to more extensive consulrations with the
private sector. It has made considerable progress in reducing and streamlining
export controls which are nor essentic! 10 national security, in helping American
Jfinns win orders abroad; in providing beier rrade financing opportunities for
U.S. firms, in establishing Exporr Assistance Centers around the couniry, in
coordinating domestic and foreign export promotion programs, and in putting
forward a unified export promotion budge:.

“For the fiture, the focus will be on the ren Big Emerging Markets, and on -
regmnfzf programs for the ASEAN and Latin America. Special efforts will also
be made in Russia and the Middie East, swwhere commercial and foreign pf}?zcy
mrereszs are 5o closely connecred. -

" These mzzsegies notwithstanding, the challenges are enormous. They
include balancing trade and considerarions of human rights and workers rights;
distinguishing berwgen public and private interests; reaching our not only to the
Formune 300 bur also 1o small and medinum sized firms,; and developing a broad
“international commercial poiice” ro open foreign markers.
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Today 1'd like to talk 1o you about the Administration’s international -
economic policy, with particular emphasis on our National Export Strategy. As
many of you know, last September President Clinten unveiled this strategy afer
an exhaustive government-wide study chaired by Secretary of Commerce Ron
Brown, At the time, over 63 export-promoting actions were proposed. Since

--then, most of these recommendations have been carried out by Secretary

.

“Brown's interagency group,-and the Administration hasg further sharpened its

focus on several priorities at home and abread. 1'd like to lay out for you what
we have done up 1o zh%s poinﬁ and what we are thinking about for the future.
I’d also like to put all this in the context of the global setting we face, and |
consider some of the broader and more complex situations thal we will
undoubtedly encounmter, ' -

« My other purpose in speaking here today is to solickt feedback from you
on our National Export Strategy, initiatives we have launched this year, and on
directions for the coming year. We are currently working on our anaual rsport
to Congress -- following up on recommendations developed last year. Meetings
such as this provide an imporiant forum for consulting with the private sector
and our state and local trade.partners. Our process is intended to raflect the
interests and concerns of U.S. exporters.

I COMPETING IN THE WORLD ECONOMY

Commercial Interests Ei,g;'ggg.

The starting poeint for thinking about the United Statas in the global
economy, it seems 10 me, i5 (o remind sursetves how different things are since
the Cold War ended. Commereial negotiations, opening markets and promoting
" trade and investment around the globe, are the hot issues these days. Former
antagonists are now large potential export markets. Formerly closed economie
are now opening, liberalizing and privatizing markets everywhere. Expanding
trade is driving U.S, economic growth, Wherever we look, whether in Russia,
South Africa, Latin America, the Pacific Rim, or Europe; we se¢ the rising
importance of strong commercial tie:

R 138 - Q{}a‘-ef‘onomy 15_becaming increasingly competitive. The
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Adrinistration recognizés that in this envifonment, we must be more aggressive ™
-~ opening markets, ensuring fair trade, and leveling the international playing
field for U.S. companies. That is why the Administration has fought so har¢ in
the Uruguay Round of the GATT negotations for improvements in zhe world-
wide trading system.
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We are str ongly pursuing bilaterzi and regional ”omm“r{:zai agreemenis
around the giobe. The North American Free Trade Agreement is already
- yielding a dramatic expaﬁsi{m in trade with Mexico and Canada. The Alliance
for Mutual Growth, launched at last yvear's Asia-Pacific Economic Cooperation
eeting in Seanle, is designed to promote stronger commercial links with the
booming markets of Southeast Asia. Business Development Commitiees
established with the Russians, and just recently with Sputh Africa, are cpening
these markets to U.S, trade and investment. We continue o hold high-level
trade talks with the }mwese ) pry open this market for U.5. goods and
SErviCes. : ’

U.S. in Good Shape to Compete |
In my view, the United Statzs ts in good shape to compete in the 1990s.
Right now, our economy is the strongest in the industrialized world. Our
companies are far ahead of their foreign rivals in restructuring for the new
competiion. Our workivree is (op notch. Cur system of higher edac&zian s
- unequalled. And, of c¢rucial importance, the nation's spirit IS muzh better than |
only a few years ago when thece was so much talk about the Umtad States

." being in "decline.”

But there 1s an enormous amount to do if we are to fulfill our potential.
We ail know that wages have been stagnant for too many families; that
productivity is not what it could be; that our sewndary school system is not up
1o the standards we requirg; that' we need much better programs for training the
workforce; and that our ability 1o commercialize our inventions must be
improved. We would be foolish, indeed, if we let down our guard.- In my
viaw, Japan will surely rebound from its recession. Germany will reemerge as
a fierce competitor with its eastern states featuring an ultramodern technological
infrastructurs, The Big Emerging Markets such as China, South Korea, Brazil,
and Argentina are aiready challenging us in their regpective parts of the world.

Put it this way: the commergial batt}e has just begun,

T — . VAL e e o m——

I THE CLINTON ADMINISTRATION'S TRADE AGENDA =~ =~ '~
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There should be little doubt that the Clinton administration has recognized

. . these challenges and has made a herculean effort to deal with them., The
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federal budget is {inally under conirol and the daficit is on a downward
trajectory. Interest rates -- in large part due 1o the new fiscal restraint - are
down 1o their lowsst levels in rwenty years, prompting a dramatic surge in
business investment. For the first time in many gensrations, we have a national
non-military technology pcﬁlicy spurred by an increasing numober of government-
industry partnerships. The Administration has begun the difficult job of helping

the dafense industry to convert to non-military business. Ut is devoting

increasing atteation o secondary education and to training the workferce.
Other initiatives ~ health care reform, welfare reform, crime prevention - will
also affect pur competitiveness, either by recucing cost burdens on the budget -
or on business, or by making our communites stronger, more productive, and
more secure, . e ‘

Trade ILiberaiization

These so-called "domestic” policies are the essental underpinnings of 2
society that could be super-compeatitive in the world economy. At the same
time, the Administration has pursued an aggressive strategy of opening foreign

‘markets. You are familiar with the achievements, The NAFTA created 2

vibrant and integrated North American market, with some 370 miilion
consumers and $6.3 trillion in annual cutput, and opened great possibilities for

an even larger free trade area in the future. The new attention to the Asian-

L e b

Pacific region, made so graphic when President Clinton called together the
region’s heads of siate to Seattle last November, focused the U.S. government
on Asian business in a way that had never been done before. The successful
conclusion of the Uruguay Round after seven long years of effort should now
lead to a significant expansion of global trade. In fact, when fully
implemented, we expect that the Round will add $100 to $200 billion annually
to the U.S. GDP and create hundreds of thousands of new jobs.

HI, FOQCUSING ON EXPORTS

If the first challenge of our international economic poticy 18 improving
our competitivensss at home, and if the second challenge is breaking down
trade barriers abroad, the third is promoting exports. Ii’s not enough 16 open

Tmarkéets aréunid the world; we must expand into them:—This;of-course,-is-the. —.... -

H

responsibility of privaie business. Rur, as [ am about o explain, government
has the responsibility to help, either by peuing out of the way, or by assisting
where the playing field is cleacly not level because of the involvement of other
£OVErnments, .

F

3 owvirmm s JRELY L B0

s


http:levels.iD

: 4
Lith

- Historicaily, the United States has not had to rely on exports for
economic prosperity because our own market wds so large. It was much easier
for a firm in New York 1o sell us procﬁuc:ts in i{amas or Cahforma than ‘to
venture to Japan or Brazil. Of course, some of our companies have spread
their wings globally. From Caﬁce 1o Caz rpiliar, their brand names have
‘become well-known in the most remote corners of the world for many decades.”
But as a proportion of Gross Natonal Produet, exports were-not of primary
importance, - ‘
Exzwr! Growth ’ -
Much of this has been changing in recent ve’ars Exports of g{zi}ds and
services as z percent of our nominal GZ}? have besn inching up from 7.5
percent in 1986 to 10.4 percent in 1993, In this period they have increased by -
nearty 82 percent in value {in real terms.) More startling,-exports have become:
a critical engine of economic progress. Between 1986 to 1993, for example,
exports of goods and services were responsible for nearly 37 percent of U, S
economic growth. Today, one of every five American manufacturing jobs is
linked to exports. Some seven million people are engaged in jobs supported by -
. exports of goods; when you include services, the numbers top 10.5 million
jobs. Exports, moreover, generally lead (o better paying jobs. We estimate
" that workers engaged in p{z::du&zzg expmz“d gaodﬁ earm almost 13 percez}t more -
than the average wage. :

Assumptions Bekind Nafional Export Strategy | -
In putting together the National Export Strategy, the Administration had
several assumptions in mind. '

First, in looking ahead at the American economy, it became clear thai no
national priority, with the exception-of military security, would rank higher
than the creation of more and better jobs. However, even the resumption of
solid economic growth, such as we are now-sezing, would not be enough, since
'zaz:hnf:}if}gv was allowing us to produce more with fewer people. One
Iimperative was therefore to expand the size of cur market, not fust for our large
firms but for our very dynamic middle and smaller sized companies: This-led— -
to only one conclusion: Go global, Sell more into the marketplace beyond our f
shores. Sell much more. In fact, we concluded that exports might become the
number one program of high wage job creation,
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Second, we wers censcious that the competition for markets abroad was
Increasingly brutal. We needed to be aggressive and strategic, Qur traditional
competitors such as Japan, France, Germany, as wzs:i% as newcomers such as
South Karea and Taiwan, have actively and skilifully been saekmg new markess
and cementing their role as the main supplier of goods afd s‘*rvm&s ze caumms
around the globe,

Japan, to take one example. is embarked on a far-reaching program to
penetrate 23 Asian backyard with rising levels of investments. It has organized -
massive aid programs, with a focus on mfraStmcrurs daveiopment that will tie
in Japanese firms for the next decade at’least. Germany’s Chancelior Koh!
recently announced an "Asian Offensive,” while leading 2 trade mission to the
region., France just reoriented its foréign policy from Taiwan to China for the
most obvipus commercial reasons. The Chinese trade mimister has announced -
that she intends to increase Chinese exports by $20 billion in the next year
alone. South Korea has made a far reaching effort to bolster its exports, aand it
ba§ now managed to turn a chronic trade deficit into a healthy surplus. Suffice
it to say, these and other governmenis are devoting enormous resources 1o

. exporting. Tied-aid. Concessionary financing. Visits by heads of state.
Expansion of commercial representatives in the embassies. Occasionally,
under-the-table business practices. '

Third, we saw many dramatic new eppormmaes in the world
marketpiace In Asia and Latin America, economic growth was healthy and
everywhere governments were furning to more open markets. The collapse of
the Iron Curtain was bringing hundreds of millions of new consumers into the
mainstream of the world economy. Spanning all this, some ten Big Emerging
Markets - which I shall discuss shortly -- were becoming particularly
‘'significant for U.S, sales. In other words, competing was not merely a
question of fighting it out for existing markets, but of capturing brand new
marksts which {:{;zziié be expanding very rapidly in the next several years,

e e Fourth, we felr that as a nation we were performing far below cur
potential,. We were undﬁrexp{}rung -The United Stated share of the ﬂlobai"“*
merchandise export market is only slightly larger than Germany's, for exampiej
even though we have an economy three times as large. Some fifty firms in the
United States account for nearly half of all our exports of goods, Ten states

| . account for 64.percent of our merchandise exports. There seemed to be
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rremendous room for us to improve our exports merely if more firms bagan

think globally. This potential is in stark contrast to most <>£!:;er nations where
export consciousness had be”o*ne a national obsession long ag

IV. THE N&TEQL\JAL ERPORT STRATEQ_

&
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For all these reasons P”eszdem C lintén anncunced a Natonal Export
Strategy, the most significant effort'of any Administration o think strategically
about trade promotion. In March 1993 he asked Secrstary Ron Brown, as
Chairman of the Trade Promotion Coordinating Committes (TPCQ), 6§ laupich
an exhaustive revigw of our government’s export promotion and export finance
programs. Federal officials from 19 agencies took a hard look at the o
effectiveness of these programs, censulting with more than 1500 r&pzcsanzatives
from the pr*vzta sector, state and local governments, and academia. This gix-

. month review produced 85 action recommendations that form the basis of cur
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strategy (o massively upgrade our tra:if: premeﬁorz effort and to &t out distingt
priorities far our efforis,

We begaﬁ with a set of pringiples.

Principle #1:.° . Clear Commercial Priorities ’ .
We had to have clear commercial priorities and an ailocazmn {z{ resources

based on them. This was not an gasy task -- with 2 limited export promotion -

budget and & myriad of competing demands - but we were committed to - .

matching our resources to our best targets of opportunities.

Principle #2: Cooperation Between Federal Agencies

Qur export assistance programs, operated by over a dozen agencies,
have been compared 10 a tangled ball of varn, and federal agencies have been
rightly criticized for duplicating efforts. As part of our \Iafzz}nal Expert
Strategy, we wanied to improve cooperation among federal agencies involved in
export prommtion., We needed to harness the commergial and economic
_expertise of the Departments of Commerce, State, Treasury and tH&*United
States Trade Representative] We needed 6 Soofdinate the export finanee -+ ~
capabilities of the Export-Import Bank, the United Siates Tm{ie,Devﬁ%apmem
Agency, and the Overseas Private Investment Corporation., We needed to rope
into the overall effort the technical assistance offered by agencies like the
Departments of Energy and Transportation, and the Environmental Protection
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Agency. Put ancther way, if these agencies were wczrkmo al CrOSS-purposes, as

they s often did, we couldn't have a viable export strawgw If they were in
sync, we could do wonders. - '

Principle #3: The Gevernment and the Private Sector Must
Cooperaté More Closely -
The success of the National Export Strategy rests in large part upon our
cefforis to Ci"‘v’(ﬁl{}p closer, more responsive, and more collaborative relationships
with the private sector, We envisioned a partnership with the b@s'ness ‘
cemmunity in which ideas were exchanged freely and channels of
communications wers truly two-way, o

We viewed American business and workers as our clients and we were
committed to upgrading the services that we provided. We solicited ‘views of
the business community to develop our strategy and we will continue 1o seek
feedback on how we are doing. As part of this commitment to serve the
customer berter, we decided 1o subject ourselves to more rigorous performance

. measurements -- just as America's most successful companies do. Past export
promotion efforts had generally been assessed according to activities and inputs,
not results. This led to ineffiicient, ineffective, and redundant programs. Now
we will be looking at how the U.8. Government can betier measure
performance. Aireaéx we have zngzlmeé pilot programs to evaluate demestic
and overseas operations. :

Principle #4: Cooperation with Statss and Localities
Another key element of the National Export Strategy was the partnership
that we envisioned with our state and local officials. We were determined to do
a2 better job in working with thess men and women who were oftentimes much
closer to exporters than was Washington, Moreover, it was clear to us that
A much of the innovaton in export promation, like so much public pahcy
«* Inmovation, occurred far outside the Beltway,
wetmem e . .. .These guiding principles of the National Export Strategy mast however,
. be accompanied by concrete strategies or else they will ¢ome to nothing~ Let -
me summarize what specifically we have done to date.

. |
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’ Removing Obstacles To Exports
We are committed ¢ removing obstacles 1o exporis imposed by the

* Government that impede the ability of American firms 10 compete, provided
that our national security i3 not compromised. - Combating nuclear proliferation
is of fundamentz] importance to the Clinton administration, of course. But, as
Pregident Clinton has often said, natiénal security includes economic security,
and obsclete and inefficien export conwrols that do not slow proliferation but .
burder .S, business and resull in lost exports are surely not the way to go.

In ‘our initial review, hundreds of exporiers cited export control reform 2s
the single most important step that the faderal government could take to boost
&= exports over the short term. These concerns were reinforced by outside
T studies, as well. | o - '
Since September, we have significantly liberalized controis of computer
+ and telecommunications exports and are working to streamline the export-
licensing process. The Administration has tried to bring government controls in
line with the rapid technological advances in computer and telecommunications
equipment. Last fall, the computer control level of 12.5-MTOPs (millions of
. theoretical operations per sound) mandated licensing for almoest every computer
more powerfi] than a desktop PC. With the latest controls threshold, presently

1000 MTOPs for most civilialt destinations world-wide, the majority of

computer exports are now completely liberalized, When the recommendations

contained in’ our National Export Stratégy are fully implemented, some $30
billion of computer preducts will be freed from licensing constraints.

Regarding telscommunications, the Adminisiration has decontrolled the majority
<. of equipment exports to most Western destinations -- substantially easing license
* constraints for U.8. firms. We are also streamlining the regulatory process o
make it more transparent, efficient and responsive, while at the same time
strengthening enforcement procedures, o

3

Government Advocacy

We have launched a major interagency effort to coordinate federal
‘goverament Suppdrt ot behalf df 1.8, companies bidding for'major contracts - .
overseas. For starters, we have established an interagency advocacy network in
prder to better coordinate our activities, We have also created an Advocacy
Center at the Department of Commerce where business can come fo get
. information, resources and support for nearly 100 major government ;
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procurement projects abroad. The idea is to give a speciai focus to those mega-
projects that will require not only the usual 1.5, government reprasentations by
Ambassaders or visiting senior officials, but something more - a full-court

press involving everything from finane mo to foreign policy pressure. In setting

up this Center we had the vision of 2 "war room" in which certain projects

abroad would be subject to the same kind of intense intergovernmental strategy
as gaizztf‘a and security objectives,. I'd be exaggerating if | said we were there
ow, but this is the direction we would like to take.

No one- pushes harder on our advocacy efforts than Secretary Brown,
who has been tireless in leading trade missions all over the globe. In the past
year, the Secretary has gone to the Middle East twice, to Europe twice, and to
Latin America twice and Asia, visiting countries such as Saudi Arabia, Mexico,
Brazil, Japac, Russia and South Africa -- always championing U.S. business.
The annpuncements earlier this year concerning the sale to Saudi Arabia of §5-6
billion worth of U.5, aireraft and $4 billion of telecommunications equipment

- are directly atiributable to a full court press by the Administration. While in

Brazil last month, Secretary Brown personally sdvocated on behalf of U.S.
firms competing for the $1 billion SIVAM environmental/aerospace project.
This advocacy effort includes the combined efforts of the President, Commerce,
Ex-Im Bank, State, EPA, TDA and others, This Administration believes in
“standing shoulder o shoulder” with American industry. :

Better Financing

A critical element of the National Export Strategy is a government-wide
focus on trade finance issties. In many cases, U.S. exporters with superior
quality products are placed at a competitive disadvantags in big-ticket global
compstitions by cheaper loans or the tied-aid practices of other governments,
This is particularly evident in the telecommunications, power and transportation
sectors of growing Asian markets. While the U.S. has had some success in:
reducing the use of other nations’ tied-aid in recent years, some S8 billion in
annual commitments have still been extended. In recent months, therefore, the
Ex-Irm Bank has moved t0 counter tied-aid offers from other foreign

" governments, including offers made in the competition for China's Nanjing
N 24 P

airport project and in a2 magjor Indonesian telecommaunications procurement,
Also, in cases when foreign tied aid has been alleged but not yet confirmad,
Ex-Im Bank has issued numerous "willingness to match” indications that assur
U.S. exporters that the Bank is willing 1o consider countering foreign offers, if
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they materialize. The President’s FY 19595 budget allocates $130 million for a

Tied Aid Capital Projects Fund to counter our competitors’ tied aid offers,

-~

Major capiral ps o;wzs -- especially infrastructure in developing countries
-~ reprasent some of the biggest markers for U.S. companies overseas. Las:

- fall, OPIC substantially enhanced their support of U.S. participation in these -

prejects by raising their per-preject limit to $200 million. This 400 percent
increase has enabled OPIC o support the partmpansa of U.S. firms m larger
projects - projects involving hundreds of millions of dollars in U.S. goods and
services. :

Another way we have improved our ability to support U.8. exporters 1s
through closer coordination of U.S. Government finance agencies. For
mstance, the Trade and Development Agency now works even more closely
with their collzagues Ex-Im and OPIC. This aliows a more integrated approach
to helping American companies. TDA funded feambz%zzv studies -~ conducted
by U.S. consultants ~ are key to landing big ticket edports further down the
project pipsline. '

We have also been working to intensify our efforts to help U.S. firms
gain a larger share of export opporrunities financed by the World Bank, the
Inter-American Development Bank, and other multilateral lending institutions,
This spring, we opened a coun;ekzzg center at the Commerce Department for
firms seeking information on zvailable projects. In addition, we are currently
doubling the number of U.S. Government staff at the multilateral banks
engaged in promoting U.S. business.

In addition, we have alsc taken steps to make our working capital
programs more user-friendiy, so it will be easier for small compacies to finance
their export sales. The Smeil Business Administration and Ex-Im Bank
previousty used different loan application forms. Sounds like 2 small thing, but
the hassle of applying to both institutions was a major impediment for U.S.-
firms. These applications have since been harmognized and we are now

“developing ¢ sirigle application form for all federal government working capital

assistanze,

Establishment of Export Assistance Centers
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A key feature of our National Export Strategy are the Export Assistance
Centers (EACUS) we opened last ] anuagym Baltimore, Chicago, Miami, and
* Long Beach. These pilot offices Dzozzxfsa«»comm‘ hensive export marketing and
trade finance cGunseling to all small- and medium-sized firms in a single
~location. At these centers, you can find export mformation from the Commerce
Department, the Export ~1mparz Bank and the Small Business Administration all
under one roof, with a staff crained in the complexities of exporting abroad,

State and local trade partners are glso key players in the Export-
Assistance Centers. Their active collaboration increases the scope of export
assistance service and resources availabie to ciient firms, In sorne cases, state

depariments of commerce and trade, local government offices, and private

pariners such as chambers of commerce, 1rade associations, anc export trading
companies are located in the same buildings as the Centers.

These pilot sites show great promise. The interagency staffs are working
v effectively together to expand their pool of clients and quality of service. For
mstance, in Baltimore, Ex-Im Bank reports that co-location with Commerce has
. nearly doubled the poo!l of qua’i%fizéci applicants for its finance programs. In
recognition of the success of the Export Assistance Cazz{ars project, Vice
President Gore presented the EACs with his "Hammer Award"” for Excellence
in Reinventing Government this April,

We are now beginning the second phase of the EACs. Drawing upon
lessons learned in establishing the pilot centers, the Commerce, Ex-Im Bank
and SBA have worked diligently to identify the optimal sites for additional
centers 1o open in 1995, We propose 10 establish regional EACs in the
following cities: Atlanmta, Boston, Cleveland, Dallas, Denver, Detroit, New
Orleans, New York City, Philadelphia, Seattle and St, Louis. These sites for
the new EACs meet the TPCC’s ultimate goal of establishing 2 national
network to provide combined export marketing and trade finance counseling (o

1 U.S. exporters. Now that thess sites have been announced, we will hold
... .outreach meetings with the respective state and local partners to identify unique
needs and rescurces inleach of these cities. "

Besier Coordingtion of Domestic and Foreign Efforts
The Export Assistance Centers are 2 major element in our plan to
. coordinate our domestic and international efforts. - Anyone who wants to export
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and needs information or other help can go 1o one of these Centers and be
immediately slugged in to all of cur embassies. A good.example is our

"prowram called "Export Mexice,” where we mounted hundreds of seminars,
trade fzirs and counseling sessions around the country on how 10 take advantage
of the NAFTA. These efforts were done hand in glove with our embassy in
Mexico. Followi ing this suceessful model, we recently launched "Destination
ASEAN"  a program of seminars, trade missions, and aggressive outreach
designed to boost U.S. exports to the booming Southeast Asian markets of
Brunei, Indonesia, Malaysia, the Philippines, Singapore, and Thailand.

The links berween our domestic and foreign efforss are managed, in large
part, by the U.S. and Forzign Commercial Service {US&FCS}  The US&FCS
is comprised of over 1,000 men and women, stationed in 47 district offices  ~
around the United States and 70 countries abroad. They represent not just the -
Commerce Department, but also Exim-Bank, the Trade Development Agency,
and the Overseas Privawe Investment Corporation. These people are the arteries
of the system. They are the key conduits of information. They are on the front-
lines of working with U .S, firms abroad, and with foreign firms wishing to
invest in the United States. We are devoung enormous effort inte training these
men and women (o be effective in the rapidly changing marketplace. For
example, they are now learning the intricacies of trade finance, an area where
in-depth knowledge is increasingly critical. The U.S. component of the
US&ECS and the foreign component are now separate in terms of career tracks.
We are moving to integrate the entire service so that we have a truly unified
M-S, commercial service with professionals that have creoss ggsignments in the
U S. and’'overseas, and training and experience in both foreign markets and the
U.S. market. There are many details to iron out, and this will not happen
overnight but it is a major step forward. Today people refer to the "United
States and Foreign Commercial Service.” Tomorrow we want to see the
"United States Commercial Service," pericd.

A Unified Export Promotion Budget

From the outset we wanted to create g unified export promotion budget
“which would present a complete picture of what we ate spending across the
government, and would allow us to reallocate funds to where they would have
the most impact on exports. [ don't need 1o tell this audience how difficult
such a process is. But Congress has mandated a unified budget, and we are

. determined (o have one.
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We have made a start. The President’s FY 1995 Budget submission has,
for the first time, provided a snapshot of what we are spending on gxport
promotion and where the money is going. It begins to categorize the myriad of
federal export promotion programs by purpose and departmen:s, With this in
hand we have the first steps 10 beozn 2 serious debate not only of pohcy
priorities, but the allocation of real resources to back them up.

This summer a s TPCC Budgst Cmmmzzze , chaired by OMB, wj } develop .
cross-cuiting budger analyses of the allocation of export assistance resources by
region and by sector. Together with these analyses, the TPCC will submit
general recommendations o Congress on policy priorities.

V. : JRE AGEND

We have an ambitious agenda for the rest of 1994 and bevond. In
addition to intensifying our efforts to implement all 65 recommendations
included in our first National Export Strategy report, we have set out in new
directions. Let me mention a few of them. ‘

The Big Emerving Markéts

Nearly three-fourths of world trade growth over the next two decades is
likely to take place outside the industrialized world. We have organized
regional export iniuatives for Asia and Latin America that will build uponour
successes with the APEC summit and the NAFTA. Within these regions, we
will focus specifically on the Big Emerging Markets of the future. :

The Departmem of Commerce has conducied 2 preliminary assessment of
the commercial prospects for U.S. exporters in 10 such markets. These are
Mexico, Brazil, Argentina, India, Indonesia, Turkey, Poland, South Korea
South Africa and the Chinese Economic Arza-{including the PRC, Taiwan and
Hong Kong), where large markets, large populations, and pent-up demand for
 virtually everything promise o change the world as we know it. The picture
that emerges is one of high sconomic growth rates and sizeable increases in
imports in the next two decades. Over the next twenty years, the "BEMs” are
projected to offer roughly 44 percent of the total new trade opportunities around
the world. Their projected share of global GDP in twenty years is expected to
double and their projected potential as import markets is unparalleled.

Es
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Conservative projections estimate that by the year 2010, the BEMs will
purchase 23.6 percent of the total world imports, more than the European
Union and lapan combined.

No other group of countries shows such, dramatic potential. Moreover,
many of the BEMs’ impor: requiremsnis fmll increasingly coincide with U.S.
competitive sirengths. To capitalize on the opportunities these countries present,
we will use both regional as well as country-specific strategies,

Focus on Azig-Pacific

One of these regional strategies concerns the Asian-Pacific region.

Since we now trade more across the Pacific Ocean than the Atlantic, we
are bringing more effort 10 bear on U.S. export success around the Pacific Rim.
At the APEC Summit last November, to cite one example, Secretary Brown and
Ambassador Kantor launched the U.S.-ASEAN Aliiance For Mutual Growth, a
program linking cur trade policy ohisctives with trade promotion and
commercial interests in the ASEAN region. As a result, the Commerce

Department, the U.S. Trade Representative and the U.8, government export

finance agencies are together implementing a commercial promotion strategy.
This includes the coordination of sectoral fmissions, advocacy, financing = all is
crucial to building our market share in the Pacific Rim. Our "Destination
ASEAN" program, launched this spring, will complement these trade promotion
efforts, Our approach to the ASEAN will serve as a mmde 1 for how 1o proceed
with ot h”i‘ regional trade arrangements.

Focus on Latin America

Another example of a regional strategy 18 Latin América, As I mentioned
earlier, we have launched the "Export Mexico” trade promotion campa%gﬁ in
the wake of the NAFTA to capture the unprecedented export opportunities
presented by the agreement. For example, last December, Secretary Brown led
.8 38-member trade mission of minority firms to Mexico City, which resulted in
a number of important sales for participating U.S. companies. We are also
turning our attention further south 1o other Big Emerging Markets such as
Argemtina and Brazil. As part of our commercial strategy for this region we
will be addressing ways 1o encourage continued privatization of state
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enterprises, regulatery reform, import and investment Hberalization, and
environmental prowection.

The bw trade policy issue in the hﬁngp?wa is the fz}iicw up to the
NAFTA. Ths qwsuons are whether there will be more free trade agreements,
when, with whom, and in what form? We are examining all of these issues
now in the Administraton, but wha ever the outcoms, we plan a 'vigorous push
on exports,

-Focus on Indonesia.
In addition 10 regional trade promotion #E’fo"ta‘,we are developing
coordinated U.S. Government-wide {rade promolOR programs On 2 country-by-

country basis, eSpmlaiw when It comes to the Big Emerging Markets.

Indonesia is our first test case, and I'd like 10 izke 2 litde time to talk about
how we are developing that strategy. ' '

‘Indonesia is the fourth most populous country in the world, has the
largest GDP in Southeast Asiz, and is expected to continue growing at about 6
percent a year through the end of the decade.  While our exports to Jakarta
have increased markzdly over the past five years, our trade deficit with '
Indonesia is growing and our market share is decreasing. We have been
surpassed by both Japan and the European Union as Indonesia’s major trading
partners.

As we fooked at Indonesia, .we ziso discovered it was a textbook case of
how the U.S. Government has fa‘.,.,é’%:z} effectively coordinate 18 export

promotion efforts, We found individual U.S. Government agencies literally

tripping -over one another in & haphazard, unfocused, way in an effort to
penetrate Indonesia’s vast market, We found agencies pursuing trade missions
to Indonesia in an uncocrdinated way that strained the resources of the Embassy
as well as the hmt government.

Against this b kdrzzp of great opportunity but ill-orchestrated
agfp"{rzaehus, we have set abont developing a unified U.S. commercial strategy
for Indonesia that will bring together not only traditional trade promotion
efforts, but also include trade finance and enhanced outreach to key business,
We established an Interagency Working Group on Indonesia which started with
some very simple tasks but ones that have -- believe it or not - never been;

PR



done before: developing a catalogus of ell U.S. Government promotion efforts
in the country, 2 calendar of all Indonesia-focused trade events, and lists of
business contacts as well as major QpiHiQn ieaders in Indonesia, We have built
on these initial efforts by beginning o create a1 commercial strategy for the
_country that will guide us through the end of the century and focus on four key
areas: major projects advocacy initiatives; specific improvements in {rade
finance; targeted initatives for key growth seciors including aerospace and the
energy sector; and strategies 1o buiid beter relationships with key officials in -
the Indonesian government and private sector.

An interesting development oceurred in the working group. It expanded
with each meeting, Agencies have begun 10 pool their efforts and information,

10 the point where a recent mesting on Indonesia drew closely 1o forty

participants from over a dozen agencies. The meeting included participation
and ideas from sgmewsw‘h as the Department of the Interior--which have not
participaied at all in our trade promotion efforts in the past.

Our goal is to use this exercise ¢ develop a promozzona strategy for
Indonesia which will provide a common plan for officiais from all agencigs mn
their commercial dealings with Indonesta. Once further along, we intend to
discuss its main themes with the private sector, and refine it in the light of these
talks, We just recemtly sppointed 4 coordingtor to make the Indonesian strategy
operationzl. And as this case study proceeds, we will use it a5 a model for our
efforts to develop country straiepies for the other Big Emerging Markets.

Other Country Strategies

All of the Big Emerging Markets are on our list for new coordinated
strategies, aithough we do not have to resources to proceed with all of them
right now. We are therefore taking a siep-by-step approach, while moving as
fast as we can. It will come as no surprise that we would like to put priority
on China, the world's fastest growing market which in 1992 imported §7.5
billion of goods, generating roughly 150,000 U.S. jobs, and whose potential is
almost bevond calculation.

~
-

Another immediate priority is developing a strategy for Argentina, where
economic reforms have progressed so swiftly and the potential for U.S. firms is
enormous,
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o . .
- While the BEMs are paramount in our strategy, large industrialized -

markets also offer excellent prospects for increased U.S. exporis. Among

¢ these, we have chosen to focus on Germany where we have launched a program
" called "Showease Germany.” There are several SP@CI&z fearures to this effort.
Among these effors, we have reopened the consulate in Dusseldor! which is
headed by a Foreign Commercial Service officer; the training of consulate
officers to handle commercizl matters; the merging of bﬁf&iOer"‘ separale
library facilities of the Depariment of Commerce and the U.S. Information
Agency to better serve the business community; the upgrading of our efforts to
get American firms to Germany's major trade fairs; and special zttention to
developing cioser ties to major German importers. We call this "Showcase
Germany! b“cawe we are hoping that it can be a model for programs in other
OECD nat O7S. -

#

The Sectoral Dimension

We are alspo developing & sectoral focus for our export promotion efforts.
As we began to explore the key opportunizies within the individual Big
Emerging Markets, one consistent opportunity became clear: infrastructure.

This includes not simply one particular sector, but rather a variety of sectors
. and groups of ssctors, that are key to U.S. export growth in these markets.

These are clusters of industries that exhibit strong growth in exports and
.S, jobs, where we now ¢njoy competitive advantages, and where the
Administration has already made major efforts” Based on these and othér
criteria, we have identified, as a start, six industry clusters for special
consideration: environmental technologies, information technologies, heaith
technologies, transportation, ensrgy, and financial services.

In selecting these industry clusters we have no intention of creaiing what
some call "industrial policy.” We are not talking about special subsidies for
any particular industry, nor of picking winners and losers. The fact is, in an
era of scarce budget resources, as well as shortages of qualified professionals,
we must have some way of prmr*tzzzng our afzz&zts We need to have some
reference point for choosing which trade missions to organize, which grade fairs
to support, where to point gur advopacy efforts, where to focus our
information-gathering. The idea of key industry sectors, and correlating them
with the indispurable markets of the future are, is one part of this effort.
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Trade in Services |

Traditionally we have focused our export promotion efforts on
manufaciured goods and agricuitural products. Yel trade in services is an area
where American firms are particularly competitive. and well-situated to
capitalize on market opportunities.. We are the top exporter of services in the
world. Based on the potential market for trade in services - particularly in the
fast-growing deveioping countries of Asia and Latin America -- American firms
stand to benefit from greaier Government suppori. But market information on-
services is generally inadequate. Foreign regulations and trade barriers |
frequently impede U.S. firms.  As part of our priority agenda for next year, we
will be addressing ways t© zmprow export assistance provided to American
§ervice gompanies. :

Exports and [oreign Policy

We intend to use our commercial policy not only to benefit U.S. business
but to strengthen and encourage political and economic stability all across the
globe. Russia, South Africa, and the Middle East will be the target of special
export initiatives. Increased trade and investment in these areas will not only
. pay us 2 commercizl dividend but a broader benefits as well, rooting democracy

deeply tn countries with different polhitical traditions.

In the case of Russia, we are doing our best to encourage not only
economic reforms but alse commercial reforms, without which U.S. firms will.
not be able to sell their products. -We are putting parncular focus on the alk-
important ¢il and gas sector, which could earn billions in foraign currency for
the states of the fermer’ Soviet Union.

The Middle East is another highly changad political argna. As |
mentioned, Secretary Brown recently led a Presidential Mission to the region to
build commercial relationships and to push the interests of U.S. firms. Ex-Im
Bank, OPIC and TDA are actively pursuing opportunities throughout the

egion. At the same time the United Stateg is doing all in its power (o give
commercial support to the Middle East peace process, encouraging ventures in
the Occupied Territories and making it possible for them 1o export to the West.
This is a clear example of how our commercial and national security objectives
overlap and complement each other.



19

In the case of Souil Africa, we are actively working with U.S. firms to

., gain market access. Last vear Secretary Brown led a Presidential mission to
“this couniry, to lay the basis for follow up missions in various sectors. Ruth

Harkin, President of OPIC, followed this visit with an investment mission in
February. And in June, Secretary Brown and South African Minister of Trade
and Industry Trevor Manual signed a bilateral zgreement formiag a Business
Deveiopment Comminee o promete trade and investment.

V. BROADER 1SSULS

I nave spent 2 good deal of time explaining what we are doing or trying
o do to prsmatﬁ U.S. exporis. I hope you will agree that there is a lot wazrg
cn. However, I do not want to leave the impression that we m the
Administration think that the ask is easy, or that we are not fully aware of
some of the broader complications that are difficuls to resolve with any amount
of effort. Ler me discuss 2 few of the wougher issues we face. g

Trade agnd Human Rights :

First, there 1s the question of linking trade 10 other objectives that we as
Americans hold dear, such as human rights, warkers rights, environmental
protection, and nuclear non-proliferation.  Although such linkages may
constitute added burdens on our firms zs they compete with companies from

. other nations that are purely mercantilistic in their approach to commerce, it is

my conviction that we are not -~ and cannot be -~ 3 trading nation that does not
take into ageount the broader considerations of values, the enviroument, and
nuclear security. So the real debate is not one of absolutes, but of finding the
right balance, and the right tools to achieve our broader objectives. ‘

Government-Business Cooperation

Next, I have talked about growing cooperation between the government
and the private sector in export promotion. This surely is a worthy goal. But
it 1s muech more difficult than it sounds, something that this audience, in
particular, understands. [t is refarively easy for public-private relationships to
go smoothly if Uncle Sam opens his pocketbook and new cooperative programs
are estabhsned, It is important for the federal government 1o keep the private
sector better informed of ity policies and indeed to better take into account
business views in formulating policies and we need to work much harder at
this. But the éxpectations of what the government can achieve in areas like
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-export promoton-should not be exaggerated. The main responsibility fies with
» business. The private sector 1s the engine of growth; it has the responsibility to
rake the risks and the right (0 reap the rewards; if knows more than Washington
about the markets its in. Moreover, no matter how friendly the relationsghip
etween government and business'sesems to be, the tension between the public
nterest and special interest is clearly there - and the Admiristration often has (o
draw the line.

Bgeus on Small and Mediuin Size Businesses

Another complication we face in export promotion is the need to reach
smali and medium sized businesses -- which s clearly our goal -- and the great
difficulty of doing so effectively. I mentioned before that some fifty U.S. firms
account for half of all U.S. merchandise exports. . The government needs (o
reach thousands more. We are not sure how best 10 do this. Part of the
prodiem is lean budgets, but part 15 simply a2 lack of knowledge and experience
on how to effectively reach and deal with so many businesses. We tell
‘purselves that the answer is for the federal government to be the "wholesaler”
of export promotion services, That's probably the right concept. But

. translating the words into real, effective action will take 2 lot of time, and a lot

of experimentation. It will take a professional cadre of men and women who,
are well trainzd, highly motivated, and dedicated to-export promotion.for a long
time. '

Exports and International Commercia icy
Finally, let me say a word about the relationship between export
promotion and what I ¢zl "international commercial policy”.

When people talk about the Administration’s approach to the world
economy, it 15 not uncommon to hear terms like "international trade policy.”
What vou rarely hear is "international commercial policy,” because this usually
connotes something of a lesser order, something which will never be discussed
at & Summit or find its way into an editorial in The New York Times. ;
However, it is precisely this less sexy arena - policies regarding trade finance,
intellecrual property rights, product standards, customs procedures, regulatory
systems, and other such issues - that has become so crucial (o the expansion of
trade these days, and so ¢ritical to the ability of cur firms to break into new
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rearkets. 1t is in the arenz of international commercial policy; maoreover, where
American businesses can work most closely with their counterparts to build the
refationships and nerworks which truly constitute the infrastructure of global
commerce. | mention all this because, in the end, export promotion is not just
a quesiion of expanding the supply of goods and services {rom the U.S: to the
world, but of working with other nations to develop markets which are free of
the impediments that are so frustrating 1o our firms, It is my feeling that, in
the end, effective export promotion straiegy must be embedded in a broader
internatonal commercial strategy, especially when it comes to the Big. .
Emerging Markets on which we will focus so much of Bur energles.

VI CONCLUSION ,

Measures to strengthen our economy and our compatitiveness af homs;
relentless pursuit of open markets abroad; and a vigorous National Export
Strategy -- this is the triad of Administration efforts to make the shanging
giobal economy work for us. In the months ahead, [ look forward to werking
with you on all of it. : '

Thank vou, and I'd be happy to answer any questions you may have. I'd
also like to invite any feedback you may have regarding the National Export
Strategy and our new initiatives,
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. and most important. ecz}nmﬁy ““In{ieed some estimates suggest she only

~isapi leasure to be back in Be'j%ﬁg -- my fourth visit'in the last year -
and an honor t¢ have the sppan’uaz{y 10 address such a distinguished aud;ence
The presence here of so mazzy leaders from all over the world is vet another sign |
of the growing importance that modern China has for Asia and for the world.
Clearl y for the United States of America, few reiaacznsnzps are as significant.

That said. he 7e are few re azzc}ns‘z ips we have ihaz are more camp ex. " The

- United States and China fhave a history. of friendship and conflict, of achievement

ang frustracion. We are two great nanons, but we are also starkly differént. = -

“China’s history stretches back to.the dawn of civilization. Zzzdeed {China has
_sheen-one of the great wellsprmgs of modern c;viizzaucﬁ We, on the other hand

‘are, by almost any measure; & pew natton.

For virtually ail of recmrd&d hmar’y China has been the world s largest

N

relinquishéd 'this role at the'dawn of the Azzdustz*z;zi revolution: -Just 150 years, ago

.. We have been the worid’s mzzst lmpertant economy for {mly a few d&cades éurmg

this century. - - " : B

i ‘ .
5 v
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Now, Chxna 1S gmw ing at a breathuaking piace and mav ‘soon retake het

. position awp the league tables of the world’s larges: ece;nomzes "But the United

States is the world's only true superpower and home to an economy “that is,-
through inpovation and productivity, almost certain to remain the WOI‘ id’s most
important deveioped economy for as far as anyane can see.

-

One coumry 15 r.he rooz of Aszan c:vzizzatwn, The other is a meitmg pot
drawmsz strength from diverse roots traced (o every region. One country is
steeped in a Culrure that stresses commurity, the other has been built on the
promise of individua! opportunity and freedom. One is still primarily an agrarian
society hurtling into the industrial age. The other is the birthplace of the post-
industrial' world, of the information society that will bind us all together more
closely than ever before. ‘ - . '

Ll N #

We are bound together. That is the crux of our dilemma and our inevitable

. destiny. For five-thousand years of her history, there was no America with

which China had to contend, For all her rich culture, she can find no easy- model

"

o
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for this new relationship. Throughout our ?90 years of American history, China

“ . was a living symbol of the distant and exotic, often cited as "the other smie of the
world.” Ciearly that model is no longer relevant. . . ot ‘
Yet, in the century (o come, if there is 1o be pmép&rity in either of our

countries, growth across the Pacific! peace and promise as all our peoples hope, . .

then these two great and differsnt nations musr engineer a bridge that spans the
political, economic and cultural gaps thar may be even more vast.

I] Root fl“: » ] z,'\‘.-w;-; , R S IV o
Think of it. Virtually no one in this foom wouid dispute toddy that the - -
U.S.-China relationship is among the world's most important. Yet, it was not
* that long ago. just two decades, when the wcrié was smrmed by the ﬂrst visit by

an ﬂmerlcan President 1o China. o .
,ﬁa, , - It was Henry Klsszzzger -~ for whom I once had the. prwz}age 10 WOrk -
o7 who flew secreziy from Pakisian to Begmg to open not Just U.SI-Chind relations,
¢+ - but what might well be the starting pomt in modern U.S, foreign policy. For | it -
s, was that point ¢ tatahe old trans-Atlantic formaias for peace- keeping and

growth began 1o fade imperceptibly and new, then unknowabie, power , .
“relationships-emerged as-more importam as weik as more.complex. President -~
Nixon and Heary Kissinger knew.then what they were doing was important.. But
I wonder if they knew just how important. Asia’s economic miracle was n{}i yet

" a reality. Japan was still recovering, half a decade away from her assa&iz on
America’s corporate consciousness as a new and worthy competitor. “There were

" no dragons or tigers prowimg the world markets.” The region was known mostly -
-as a place of frustrating and costly battles - from the Paf:zﬁc f:;s.mpazgn of ziw

Second World War to Korea 10 Vietnam.
N i

. Now, just a generation later, With many of the same people stilLin place in
- the Administrations of our two goveriments, we are confromted with several pew
and stark realities. America is China’s number one trading partner. China is the

biggest emerging market for U;S. products and services. After Hong Kéngrand -, ..

Taiwan, America is the number one mvestor in China. More trade now travels
across the Pacific than across the Atantic.. No region of the world is growing |
more rapidly than Asia, and no nation in Asia is potentially more influental from
either an economic or a security perspective than China.

¥
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We in the Clinton Adm;msxratza;ﬂ recogrize that ong of the baseling
Lo mahu&s of the pcsva{)Id War era is that America and China are central to each
e, QERET S {*;}zurt,s We are ms;;zred by the promise of what we might offer’to one
) anmher And we must confront daily the discomfort that comes wiren two such "
nations have fundamental ézsaareemezzzs - as we certainly do -- or'issues of great
unportance to both, : ‘ B

We have grappled with-this reality and come to the unshakable conviction
 that. given the importance of our relationship to both countries and o the world,”
we are berier served by communication than by disconnection, by aége;pting‘the :
- complexity of the relationship between our couniries rather than by seeking to
_define thatrelationship by only one or two of its dImeﬁsmns "“We call this
: “approac‘z mmpzehenswn engagement. At its core, 1t 1s driven by a fundament al .
law of human interaction: that we are bester served when we seek motivation =~
‘ . from our mutual interests than from our-differences. It is our greac uhallange 1o
<o - .-~ mage those great, binding, enduring muwai interests heip us to avercome the

several szgmﬁcaai zmpeézmerzzs 10 bc{zer relatzens&we fac:z - 1mp&<11mf:nts that we

n’"’

Thls last pemt shauid not be everloomd W?nle we Iwe: in’ a tme of
“sninriing change, we should also recognize the scope of the issues before us and
the depth of resistance that exists to many of the changes we-are rying o
promote. | '

- . . .
- M R

The purpose of my remarks this afternoon- will be to.outline our sense of
. the mutual interests that drive us and the principle challenges that face us in
" shaping a relationship that is crucial not only 1o each and everyone of us in this
room but 1o American and Chinese workers, to our peighbors, o our partners,
-and to our competitors. My main objective will be to outline the current state of
our policy of engagement, what we.have learned, what we have achieved and
some of the areas on which we will focus our efforts in the months ahead,

kg

As we contemplate the U5 -China relationship, it is worth noting how we .
view it. Of course, it is a bilateral relationship between the world's most
~ populous nation and the world’s most powerful nation, between the world’s
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fastest growing major economy and the world’s leading economy. bemeﬂn 3
giant of Asiaand a giant of the Americas. ’

But we also view the U.S,-China retationship i another way. As many of
you know, we in the Clinton Administration have placed a special focus on the

world's "Big Emergiag Markets” (BEMSs), having identified them as vital o our

economic future and to the geopolitical dynamics of the coming cenrury,

We have selected 10 such markets that all share ‘similar traits: large size; '
rapid growth, strong econotiic prospects, important regional roies, imporiance 1o

American exporters, considerable and growing political influence, and so forth,
Four of these markets are in Asia: China’, Indonesia, India and South Korea.
We have devoted unprecedented anention 1o our reianonshz;;s with these
countries, because we think jtis essential to our economic growth at hame and
because, in case afier case, these countries are playing a more important role in
our international affairs -- from gurrency markets, 10 sccnruy zssues o
multilateral institations . . T

-

The rise of Ching during the past two decades is only the most prominent
sign of the rise of this new class of economies in wrms of global importance.
Because China is the biggest of the BEMs and perhaps the most important of
those markets. we view it not only as central o our BEMs strategy, but as a

. linchpin of that strategy. Many of the complications we face in our relationship

with China -~ from questions of human rights to nonproliferatich, from
inteliectual property rights protection to environmental protection -- are typical of
the complications we face in our relations with these other vital markets. - N

Therefore, as we devote special attention to China because of its size we also see .

our developing relationship with China as offering a new model for an
increasingly important set of relationships that will drive our policies not caly in
Asia but in the Americas, Africa, and Central and Eastern Europe. In addition, -

we work with our traditional™allies, to integrate them-into existing and new-~
international relationships -- all this will be v1ta§ 10 Our SUCLess or faildre in the

w

'We aften use the term Chinese Economic Area, 1o include Hong Koag and Taiwan, as
this regional market'is becoming 50 highly integrated via wade and investment,

the way we relate to these BEMs, the way we compete.in these markets, the way -




warld of womorrow. Thus. you can see our refationship with China as a prism

*through which 1o view the evolution of American international objectives and

palicies in the post-Cold Wat world,

As of now. the picture of our efforts to forge new approaches to BEMs is
not ane of clear cut successes or fallures. It is far oo early 1o make such

judgements. Rather, the picture suggests an approach that is quite different from

.. past U.S. models of foreign policy: It is markéd by more emphasis on economic

issues. commercial diplomacy, a search for positive accomplishments, more
coordination between multitateral and bilateral approaches 1o pm‘aiem solving,
and a greater willingness to unbundle issues and take them one at 2 time, moving
at the greates: pessible spead within each set of discussions rather than being
iimited to the black and white oycrsimpiiﬁcati{}ﬁs of the Cold War era,

Tt is worth' noting that even as our systeny-of free markets and open

" societies influences.a rnformmgﬁhma we are rying 1o learn from Chuna about |

patience and consensus. Just asin alt our relations with the BEMs, large -
cultural and institutional gaps emz alongside gaps in our relative lavels of

‘economic development, And, justids in all those rclatzz}nshlps, we find the

differences enrich us when both sides fespect and are open to the merits of their

" - counterparts values and beliefs. So'while we cominue to advance our beliefs

vigorously, we do it in a way that 1s much more likely o be successful and
mutually beneficial.

COOPERATION '

.

" Mutual interests are the underpinning of the entire strategy of
comprehensive engagement that has guided this Administration’s China policy
since 1993, They drive us forward and provide both sides with a strong irnpetus

_to resolve problems. They maintain a positive element o the relationship even
¢ when differences place a considerable strain on several of its key aspects. They

take many forms as well. In any relationship berween two such large, complex
nations there are many levels at which interaction takes place.

i Berween 1984 and 1994, U.S. exports to China
rose from $3 biltion 1o $8.8 billion. In the same period, China's exports to the ’
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United States rose from $3.1 billion to almost $38 billion, accounting for some
23 percent of China’s total exports. While our deficit with China has, therefore.
grown rapidly. there has recently been some goods news according 0 Chinese
siatistical information, Earlier this year, China reporied that the U.S. has shown
markedly more prowess in its €Xport success, achieving a rate of growth in China
that exceeds that of our f“fza;er compezzzzz}zfs including Japan and the European
Urnion. :

The trade imnbalance between our couniries remains a point of ension and |
will rerurn to it in a moment. Suffice it to say. though. that to trade means a
great deal 10 both sides and will mean more in the fursre. This was jlustrated
clearly on last summert’s trip by Secretary Brown 1o China during which we
witnessed the signing of transactions worth over $6 billion. It was illustrated
sven more clearly by a less well-known aspect of that trip. " During that one week
visit, Secretary Brown worked with the business leaders. with which we were
. traveling 1o advocate actively on behaif of over 325 billion in deals in which U.S.
companies had a significant interest. Since then, Secretary O'Leary nas been
here to continue pressing on behalf of U.S. firms. That, wo, i my mission on
this trip. This kind of advocacy is laying the groundwork for the trade growtn of
tomorrow. It is a start toward ensuring that U. S, companies gain our fair share
of the ‘over 3500 billion in major-infrastructure deals we anticipate will be
concluded in China during the decade ahead. And winning our fair share of
those deals is an important step toward reducing our trade imbalance and driving
the message home 1o average Americans and Chinese workers that trade between
our countries is central w their future well-being and that of their children.

U.S. investor interest in China also remains vibrant with acrual U.S.
mvestment totaling 32.1 billion in 1993, Judging from mid vear 1994 estimates,
investor interest for the past year remained at roughly the same levels.

Clearly, China needs U.S. technology, capital and management expertise,
And we want to encourage China to consider western models for its economic,
and political development, The strongest reason we have 10 ‘hope that both sides
will win what they seek is the'powerful self-interests that drwe us,

'
i

) eyelopment: To accelerate the deployment of energy  «
efficient zechmi ogies 10 Chzzza we are cooperating in matters involving energy
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efficiency, renewabie 2nergy. climate change, and nuclear safety, among others,

.+ China. as the world’s fastest growing nation, is now coming to grips with the
environmental burdens of rapid development. From the air over Beijing to the
water quality in the Peari River Delta, environmental issues are rising in China's
consciousness. At the same ume, China must build two major power plants 2
month to meest burgeoning power generanon demands and is forced o consider
carefully the choices it makes concerning available technologies. And a United
States that is a world leader in providing those technologies must aiso play a role
in ensuring that mternational standards are met. China is peritously ¢lose to the
pont at which further environmental degradation will have an enormous
economic and human cost. The same is true in many of the sectors on which
China will build her future -~ chemicals, manufacturing, transportation
infrastructure development to name a few -- and we have seen a clear recognition
of this in the actions of China’s leadership. - While this is 2 new ares for
cooperation between our countries, it is a natural one to which this
-Admiqistration is particularly commired.

. Rule of Law: The Clinton Administration seeks 1o promote stronger
reiations on the basis of reciprocal responsibility and rule of law. Very clearly,
advances in this area also are of great benefit 1o China, as investment dollars are
sure (0 follow a more hospitable climate. Through a variety of means, we are
working together on the development of commercial laws, regulatory structures,

- inteliecnual property laws, and other such programs which ¢reate an e¢nvironment
. for business that is more transparent, dependable and consistent with international
standards. It is our hope and Belief that such cooperation will increase.

Security Cooperatiog: We are making important inroads with cooperation
in the security field as well. We have launched a careful program of military
exchanges and defense conversion cooperation designed to promote greater
rransparency of China's intentions and strategies, establish ties with an imporant
sector in China, and contribute to progress on the nonproliferation front.
Cleariy, as important as economic growth'is to both countries. it would be foolish

.. o relegate security interests to second class stats in the absence of clearly
defined hot or cold war. Neither the Clinton Administration nor the Chinese
Government is doing any suclhr thing. Rather, we recognize that both countries
play a very important stabilizing and balancing role in Asia and on the broader

. world stage, On issues such as responding to uncertainty and threat int North
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- Korea. tacit and explicit cooperation between our two countries has benefited
both of us and our neighbors and allies well, We recognize that any futire
relationship between our countries will demand recognition that unless security
issues are satisfactorily handled. we will be unable 10 ndulge in the luxury of as
intensive a focus on economic concerns as we -- and China -- would like and
from which we would benefit.

Other Issues: Of course, there are a number of other issues demanding
our musual antention, including population control, monitoring labor szam{é'{da
and flows, integration of China into the international trading system, harmonizing
our approaches to statistics and monitoring of our trade and investment flows. In
each of these cases, mutual interests have carried us forward into a process of
comununication, cooperation and program development that is laying the
groundwork for future successes. In each of these cases, as well, our efforis in
China mirror efforts in other BEMS to help us to bridge the gaps berween

" developed and developing world and to help prev‘ide or restore equilibrivm in

areas m which its absence i a threat.

CONFLICTS :

Of course, when one ‘nation is capitalist and another has adopted market
socialism. when one is a democracy and the other a highly centralized one-party
society. when one is at the vanguard of developed nations and the other is at the
vanguard of those aspiring to modern siandards of development, when one traces
its roots 1o Confucian beliefs and the other was founded on Judeo-Christian
values, when one is Asian and the other American - whe{z all this is the case,
conflict is to be expected.

A commitment ¢ engagement should not be read to be an avoidance of
such conflicts. Our economic interests are not 5o strong that they have led us to

" Mdtigagé the ‘values we hold most dear; Rather: we-are seeking the most

productive means of resolving our problems and to find the approach, ithat is
likely to be best for the people of the United States and, ultimately, f(}r the people
of China. In some cases, this.means fierce debate and looming tensions. In
others this means quiet, almost invisible diplomacy. But we must strive to make
the challenges we face impediments on the path forward rather than possible

“
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detours toward the strained relanons of the past.

It 13 in this more pos;zwe light that we view the many, @ften dannzmg v
problems.

MFEN g&d;m;zzzaa_&gfm The President’s decision to delink humar rights
from the annual extension of most-favored-nation {MFN) status was a diréct
gxtension of our commitnent to winning advances in the area of numan rights
reform. We concluded that breaking off or straining the relationship between
American and Chinese businesses was not the way 10 increase our influence in
China. We concluded that unilateral action was no longer effective in this arsa
and that a revocarion of MFN status, or even the threat of such revocation. would
put us at a disadvantage competitively and thus effectively reduce the number of
points of contact between our countries at a time when we wanted to increase
them,

: . ™ . . . * . + - oo
De-linking normalized trade status from progress on human rights did not

mean that human rights concerns would be any less significant to the U.S. De-

linkage instead represents a shift in the approach we will employ to achigve

- progress on China human rights issues. Last September, for example. on his -

commerciat mission to China, Secretary Brown asked for a resumption of the
U.S.-China human rights dialogue, a request-that was granted. .In recent months
Secretary Perry, Secretary Christopher, Vice President Gore and President
Clinton have all raised human rights concerns with top Chinese officials, too,
These discussions have covered enduring issues and specific prisoner cases.
Recently in Geneva at the U.S. Human Rights Commission, we were joined with
the European Union and Japan to spotlight China's continuing human rights
abuses and 10 seek progress on these issues. Our actions in Geneva reflect a
sense that, in addition to direct approaches to Beijing, multilateral initiatives are
mp{:rrtam in making progress in this regard, underscoring the fact that ‘the values
we are promoting are simply those that have been adopted by the international
compmunity -- including China -- in the form of the International Declaration of
Human Rights. -

Thus, we are using the tools of both bilateral and multilaterat diplomacy w
keep-human rights issues in the forefront of our relationship with China: We will
continue 1o pursue our numan rights objectives, despite their being irritants to our

=*
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bilateral relationship. Wﬂ will maintain our commitment t promoting Kuman

-rights in China, %}efzaz.se we' believe that a strong, open, stable and prosperous

China which respects the human rzzbzs of its citizens will be a bewer partner for
us in other areas, :

1 wish o emphasmﬁ thal: it is here that the power of engagemerzz s ciea*esL
We cannot make progress toward solving a problem by walking away from it.
All the loud:public rhetoric in the world is no substinzte for expanding dla logue

and relations between our (two countries -- o bring more Chinese peogie nto

contact with Amencazzs their ideas and their ideals. Here in China, lettmg more
Chinese people earn their living by working in American joint-ventures will lift
living standards. Insialling a million new ielephone lines, bringing power to a
rural schoolhouse or a FAX machine to an entrepreneur will do more to
encourage the reforms we support than bemg disengaged and standing back and
shouting from the sidelines. : :

This approach, naturally, may not always be the path of least resistance. It
is, however, the path of greatest effectiveness. We expect it to produce greater
results sooner than an approach emphasizing confrontation and alienation,

£

“IPR:" The recently completed intellectual property rights (-IPR}-égrEemenz ,

“between the United States.and China, when fully. implemented, will protect U.S.

exporters and investors from the flagrant piracy of their products and will provide

new markéts for the products of U.S. workers in these industries. The agréement

is mutually beneficial, as it provides China access to high quality gnbds and

. services from the United States and assistance in the implementation of this

agreement. Furthermore; the fact is that today’s global investors seek certain
minimum protecm}ns from the‘international markets in which they operate.-
Without accepting these international standards in areas such as intellectual -

properiy z1ghrs countries will have a harder time to attracting capital.

Furthermore, this IPR agresment has been acknowledged by the Administration
and by!the world community as a concrete sign that China is beginning to accept

-the rule of law and is establishing the necessary mechanisins for enforcement and

the rights of individuals to challenge infringers. This is vitally important as
China seeks entry into the new World Trade Orgamzau(}g {(WTO) and other
institutions of the globai economy. = -
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[ uﬁdarsmnd from d\mbassadcsz' Kamer that China is~commitied o dﬁwrznz

.. over one million people from the courts, prosecutors, police, and other IPR and

taw enforcement agencies 1o stamping out piracy of intellectual pr{}pen‘} “The -

’Depanmeﬂt of Commerce will contribute 1o this effort in the form of training and

assistance programs for Chinese [PR enforcement agencies.  Enforcement s, of
course, the key. Agreements of this sort are prormszng but it is a commercially

safe and secure environment for modern corporations operating in China that we
witl be looking for in the months and vears ahead.  Our vigilance on this 1531}& 18

.. demanded oftus by our companies and the realinies of the marketplace. ‘-&e hope

this agreement signals 3 sea-change not guSt in the attitudes of the Chinese
Government but also in the minds of Chinese entrepreneufs who must come o’
recognize that all the trading partners of China will band together (0 eradicate the
sart, of theft that haci been practiced in China's pirate factories.

-é %‘?’«,{

M&Zz&d&mﬂmmm 'i‘he 0.5 ﬁtmﬁetrclazzensth with
Chxna n recent years has been dominated by our burgeomng trade imbalance,
which reached $29.5 billion in 1994, second only to the U.S. trade deficit with
Japan. (China contests U.S. figures and instead anributes the imbalance 1o

_ discrepancies in trade statistics:caused partly by the increasing presence of Hong

Kong- and Taiwan-invested operations on the mainland producing for expor,
Under the umbrelia of the U.S.-China Joint Commission on Commerce and -
Trade (JCCT), we are involved in an effort 1o examine the differences inour
trade statistics, due September of this vear.) For the United.States, this siruation
clearly reflects China’s many barners t0.market access. | doubt that a
commercial-relationship in which American markets remain open to ' Chinese
companies, while access for American companies to China's markets. remains
restricted and subject to administrative control, is not politically sustainable in the
U.S. American companies must have access to China’s markets comparable to

. that afforded China’s exports to the United States. Only through genuine and

sweeping market opening will this irritant be eliminated. The recent 8-point
agreement signed by Ambassador Kantor and Minister Wu Yi also resoives a

- serious problem with respect to China's implementation of the 1992 U, S -China

Market Access Agreement, China's agreement to lift quotas and lzcensmg
requirements on a wide range of agricultural products, textile machinery, textile
and apparel products, computers, and heavy machinery should have a favorable
impact on U.8. exports as well as the pace of China's own development efforts.
But make no mistake: the changes that must take place are so deep and so
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- sweeping that it is likely 0 be many years before we see a meaningful reduction |

in the bilateral trade imbalance. As a consequence, we must plan for the near-
term development of the relationship berween our countries in the context of
enduring trade tensions, Relieving those.tensions must. therefore, be a wp |
prz‘emv of both countries, and we must use every means avaiiable at our disposal,

Qﬁ;};g_;ﬁmjm@w One such instrument 1s the World Trade
Organization. We support China’s entry into ch& WTO. But before that happens,
it is important that China accepts the nule of i nzernam}r‘aliy accepted standards of
law as they apply to trade. China has much 1o gain from expanded access 1o
world markets and from the efficiencies gained from opening its protected
markets 0 foreign goods and services. Indeed. its accession 1o the WTO on
commercially viable terms would work to cur mutual benefit.

Importantly, WTO membership would guide the structure of China's -
reforms; while cementing reforms that currently are in place. Clearly, an
accession protocol package based on viable commercial terms, along with
expanded market access commitments in industrial goods, agriculture and
services, will lead 10 substanual additional market opening and a much mmproved
trade and mvestment regime in China,

o

e g

Both the IPR and WTO negotiations should be viewed as {:arg of our

_breader strategy of comprehensive engagement: 1o integrate China fully into the

global, market-based economic and trading system and expand U.S."exporters’

-and investors’ access to the China market. Both sides would benefit from

increased two-way trade and investment flows, reduced tensions, greater

transparency in comumercial relations, and more effective, less contentious dispute
resolution. .

Security: For all that is positive that [ noted earlier, there remains

. .considerable unfinished business on the security front -- with respect to China's
adherence to the Missile Control Technology Regime, China's military exports in -

certain other areas, and China's commitment to a comprehensive Test Ban -
Treaty. ‘The Clinton Admimstration will work on these issues as relentlessly as
on the others I've just discussed, because, through resolving our differences we
also can achieve the kind of balance and reliable institutional structure that are
essential to normalized, friendly relations between countries. .

i
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Qm..mmm Tne Umted States has 2 significant csme*mi

« stake in Hong Kong and has an interest in the continued vitality, prosperity, and

stability of Hong Kong. We will be keen observers of the transition process and -

Wi i depznd an the parties to the transition agreemen to uphold their * = =
comnmezzzs ‘under international law. Faltering here would pose an extremeiy
dzfﬁcuiz and annenabi& challenge o [hz’: future development of the U S. Cizmese
relazzonsbzp ' a : '

£ ! T
Pl

o o

The .S, will alsg continue 1o support msclzmon of Chzzzz.z‘Talwaﬁ poiztzz:al‘

L

differences by the pames themselves. The pa‘.tz of. reconmizaz;on wiil be 3ffeczf:£i

. by evolving economic ties. berween  Taiwan and China, PRC sucugég,sa;};}, the
nature of Hong Kong's reversion to maintand sovereignty and domestic political

dynamics in Tajwan. The United States will continue © work with China within

the framework of the three commumques. Meanwhile, we cz}agram ate China’s

“senior leadersmp particularly President Jiang, for calls for continued salks with

Tazwan ona more friendly future Ta:wan is an important U, S, zraémﬂ _partner,

< it s Mmg ! k%Y

.' and we of wicomﬁ this dzveiopmem b .
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In the-context of the above mutual interests and challenges,. itis-clear that -

< the-concept-of engagement has evolved out of a _practical sense of hew 10 best
serve the interests of the ‘American people, Engagement 15 not an academzc

w b, e

*

expression, but a2 major decision by the Clinton Administration © ab_am’,ion single-

issue policy for frequent dialogue on issues of bilateral and mululateral
importance. The logic is clear: a strategy of broad engagement berween the
United States and China is more likely o influence a-wide range of Chmﬁse

. people.and encourage pasmve change in China,» SRR

(e

wSmce iaun::hzng the policy in the fall of 1993 seven U.S. cablzze{ leaders

have traveled to China to explore avenues of cooperation in agriculture. political

" relations, commerce, sustainablé energy, defense, and trade policy.” Equally -
important, we have welcomed China’s top Ieadership to the United Stztes for
dialogue, including meetings between our respective Presidents and a series.of

i

bilateral meetings between China's Vice Premiers (Zou Jiahua, Qlazz Qichen, Lz -

Langing) and ministers. At this point, I wish to particularly thank several of our

counterparts with responsibility for commercial policy in the Chinese
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Most recentdy. the Unired States and China agreed 1o add a working group
focused on managemeni education.and training. - A primary objective, of this
group would be 1o train managers to meet the needs of China's transition 10 a’
market economy and 10 support the management needs of Sino-American joint-
ventures. The United States, of course, has considerable expertise and
tnformation in the area of management training, in our corporations, academic
institutions, and government agencies. We want to use this expertise o our
murual benefit. | hope we can reach agreement on overall program themes prior
o the next JCCOT session which will take piace in Beijing in July.” At that time
we would like to introduce a new business-to-business component of the JCCT,
announcing a standing Business Development Committee which would inctude
permanent representatives of leading U.5. and Chinese enterprises. We also
hope to add new programs in the areas of defense conversion and environmental
technical assistance and training.

. APEC: I\t‘ista- fact;and a healthy one, that the balance of our relationship
with Asiz has tilted more and more wward trade. One third of U.S. exports
already go 10 Asia, supporting more than two million jobs. Over the next.

“decade, we sstimate that.if we are vigorous and effective, Asia could add mere

than 1.8 million jobs to the U.S. economy, jobs.that pay on average i3 percent
above non-export related jobs. These facts compel us to remain ever more
commitred (o ever-deeper economic,’ political and security engagement in Asia.

APEC members have a combined GDP of $12 willion. In the 1980's, the
APEC economies accounted for 48 percent of total U.8. exports by value; today,
they accoumnt for some 60 percent -~ or almost $300 billion, Direct investment by
American companies in APEC member economies has grown from 3119 billion
to $145 billion the last five years alone, '

The tmportance of Asia to our future is what has animated the intense

‘interest of the United States in APEC meetings. In Seattle and in Jakara, we

made the message clear: that the United Statés intends’to remain engaged., that -
we want the Pacific to unite us -- this incredibly diverse Asian Pacific region -- in
a common purpose free trade and investment, leading to higher standards of
living and more individual freedom.

-
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From an informal diatogue group in 1989 comprising 12 Asia-Pacific
economies, APEC has grown to a2 more formalized institution that involves ail
maior economies of the region: China, Hong Kong and Taiwan joined APEC in
1991; Mexico and Papua New Guinea oined in November 1993, and Chile in
November 1994. The Eminent Persons Group, established in 1993, has the task
of further developing a vision for APEC. To our gowd fortune, many of our
bilateral objectives with China are being advanced via the APEC agenda.

Indeed, the rise of APEC is'well-timed from our perspective, coming as it does av

a time when we are looking for new and effective multilateral fora in whick o
advance our views. Given that APEC s purpose is fostering economic
cooperation in the region, it has systematically begun to address many cf the
central issues in the U.S.-China economi relationship. Freer trade is one such
issue, but cooperation on standards harmonization, telecom, transportation,
energy, environmental and countless other sectoral issues are also vitally
important. Through APEC, we can take our discussion out of the adversariai
dynamic of bilateral negotiations and raise it t0 another level. Furthermore,
through APEC, many areas in which the United States and China agree are
addressed and have the effect of strengthening our relationship. '

The major outcome of the Leaders Summit in Bogor last November was
the “Declaration of Common Resolve,” which calls for free and open trade and

‘investment with "industrialized™ members of APEC by 2010 and "developing”

members no later than 2020, all in a GATT/WTO consistent manner. This goal -
- ambitious by any measure -- will force all the nations of the region to open our
borders tcgether in a coordinated way. This process eliminates the sense that any
one is getting a special deal or that any one country is being taken advantage of.
A common standard of market opening in the Asia Pacific region will provide an
impetus to reluctant governments and will be helpful for those concerned with the
protectionist pressures of special interests. Given the burden of the U.5.-China
trade imbalance, movement toward true opening such as is being suggested

.withint APEC is a very important step and ¢ould resu!t na mgmﬁcmx tessening

of the tension between Our 1wo countries.

The-Declaration also includes agreement to accelerate implementation of
Uruguay Round commitments,-agreement 10 "endeavor to refrain from using
measures which would have the effect of increasing levels of protection;” and a
commitment to expand and accelerate trade facilitation programs and investment

W
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efforts. Clearty, this will be heipful in the context of the U.S.-China trade
relationship. -

For Armerica, the promise of APEC is easier and more assured access ¢
the world's fastast-growing economies for U.S. goods, services and investment.

APEC can help solidify the economic and political security business needs
in order to grow. Stability is clearly one of the highest concerns when operating
abroad. [t is in our commercial interest, therefore, 10 ensure that in the post-
Cold War era, the 1.8, has a forum in which o cement ties with our Asia/Pacific
partners and encourage the development of stable market economies.

WT(:. Thanks to the success of the Uruguay Round, an institution has
ernerged that provides a single, coordinated mechanism to ensure full, effective
implementation of the trading system. This new World Trade Organization
facilitates the implementation of trade agreements ih the diverse areas of trade in
goods, trade in agriculture, trade in services, and the protection of rade-related
inteilectual property rights. It allows no free riders, requiring for the first time
the full partcipation of all members in all aspects of the Uruguay Round
agreements. Through the enhanced stature and scope of the WTO, we have the
permanent, comprehensive forum o address the new and evolvmg issues of the
rwenty-first century giobal economic environment,

‘ The successful conclusion of China's accession to the WTO is among the

critical issues for this new body. The U.S. commitment to support China’s
accession on viable economic grounds and remains firm. 1've already discussed
the imponance of this accession 10 both of our nations -~ and to the world,

The next step 1s for China to complete its internal review of its WTO
accession situation and make the decisions regarding economic and trade
commitments necessary 1o allow the accession negotiations to go forward.

3

Engagement is the right policy for now and for the future. It does not sgek
10 impose our vision of the world on others. It recognizes that China is special,
as the Jargest of the Big Emerging Markets, with exceptional human, economic
and pelitical resources. It recognizes that two complex nations deal with each
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other on many levels and that problems on one level should not forestall progress
on another. Indeed. it 1s based on the fundamental realization that our
relationship with China is too important 0 be flipped on and off like a light
switch as a conseguence of trouble -~ even deeply disturbing differences - in one
aspect of the relationship.

Engagement therefore sounds like a rational approach, common-sensical at
its roots. Thankfully, it is that. But we should not be deceived into believing .
that because eﬁzagemenz 1s rooted 1n common sense that it will semehow be easy
to sustain. It is a pelicy that demands a lot of maturity from both the Unzte:é
States and China. We must keep the long-term in mind. We must be driven by
the broader interests of our peopie. And we must work to do so. Because
special interests will always argue that their case is special and that it should have
a special place among our priorities. And giving in to special im&részs in egither
country. forsaking the totality of our relationship for a singie aspect of it, would
be 2 mistake. It is a fine line we must walk. We cannot let a single issue push us
apart, and we must not ket even very important issues compromise our core
beliefs or national interests. Balance is the key.

Both sides are vuinerable 1o fatlure. We in the United States may see our
best intentions threatened because we have such an open society, because of the
volatility and opportunity for demagoguery in electronie democracy, because the
camera loves a grandstand play. In China, the threat comes, for diamerrically
different reasons. Because in a single party system in which rulers do not draw
their power from regular popular election, it is easy to grow distant from the
peopie and unresponsive 10 the greater good - or too respeaswe to influential
groups within.

Engagement is not necessarily a policy that will be easy to sustain aver
time. Yet what we are talking about here is not a policy for one year or two but
for geﬁeratloﬁs For the future of the century to come and of our children and of

their children, We'milst work to strengther the links between-our countrigs one at
a time, as fast as we can, knowing full well that those gaps that remain will be
that much easier to bridge once the more easily achieved connections are made or
the desired institutions built or emtered into.
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For the United States and for China, the ideal is a3 world into which we are
both fuily integrated. No country and no regional trading block can operaie as a
seif-sufficient eniity anymore. Not the United States, regardiess of the size of its
economy and expanse of geographical space. Not Europe, nor the Americas, nor
ASEAN, nor Japan -~ and not China. Indeed, 1n the global informaton economy
of the coming centurv, we will all have to connect to prosper. Engagement on as
many levels as possible will be a sine qua non of prosperity, of stability and of
strength. We are entering an era of networks and international information
superhighways of satellite’ and air transport links, of vanishing borders and
seamless infrastrucrure networks. In all this, markets and enterprises and
innovators and entrepreneurs are leading governments and creating a reality o
which all must adjust and adapt.

Surely the job of integranng the world's Big Emerging Markets into that
global economy is among the greatest and worthiest tasks of our age. It is one
that shall rise and fall with the ability of the United States of America and.the
Peopie’s Repubiic of China 1o move past their differences and o form a new sort
of partnership among nations, a model of engagement between developed and
developing worlds. Wiuh conferences such as this one, we take important steps
forward on the long path to realizing that goal.

Thank you very much.
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| . ‘ o This speech builds on severdl others which explain in more detail how
we have been f}wzkmg about Big Emergmg Marf;m These include:
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- Export Strategy, October 5, 1994, which discusses Big Emergmg Markets in

some de:ad
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Summary 1 v

Sinve its early days the Clinton Administration has been analviing

" America's longer-term interests in the world economy. One major conclusion:
over the next hwo decades. the markeis that hold the greatest potential for
dramatic increases in U.S. exporis are rot our traditional trading parmers in
Europe and Japan. which now account for the overwhebning bulk of our trade.
Rather, the greatest commercial opporiunities are to be found in ten Big
Emerging Markets (BEMs): the Chinese Economic Area (zzzc!zzzz’zzzg China, :

- Taiwan, and Hong Kong), India, Indonesia, South Korea, South Africa. Poland,
Turkev, Mexico, Brazil and Argentina.

These ren could account for the same value of exports as either Japan or
Europe by the end of this decade. Bv 2010, they are f{kfﬁ'\ 10 exceed our
exports 1o both J{?;}mz and Europe combined.

The Big Emerging Markets ("BEMs") strategy was first announced last
January. This speech discusses what has been accomplished since that time. It
Jocuses on changing attirudes in Washington toward exporr promotion; activities
of key departments and cabinet officers; the growing links between government
and business strategies; the development of country strategies for each Big
Emerging Marker. the focus on Big Emerging Sectors; the creation of bilateral
forums to promote long-term commercial cooperation; the establishment of

commercial centers within the BEMs to promote U.S. exports; the ¢ffort to win
profects for American firms in the BEMs; the development of a global marketing
network to help U.S. firms in the BEMs; the establishment of a strategy center
in Washington; and the relationship between global initiatives and the BEMs,

The potnt is underscored that purswr of U.S. z:ammergzzzsf mz;eras{s in the
BEMs is only one part of a broader foreign policy strategy that must also ke
into account such critical issues as human rights and non-proliferation, 'But as
the twentieth century ends, we will need to integrate our commercial interests

iite our foreign policy as never before. The Big Emerging Markess will be a
< critical testing ground.

*



Suppose it were the vear 2000 and you were looking back on the past
decade. What would you identify as the most startling development in the
world e::{:{;n{}zzt} ! Mot the reemergence of Japan or Germany from recession.

. Not the.consolidation of the European Union or the deepening integration of the

North American market. Not the emergence of new global economic
institutions like the World Trade Organization. True. all of these might be very
significant events, but there, will be something even more pivotal: the rise of

‘ten Big Emerging Markezs as new powers on the global scene.

In the next half hour 1'd like to explain who the Big Emerg;nc Mariceis :
are, how we came to identify them. and why they are important. Then I will
focus on the major elements.of our Big Emerging Market Strategy. Fally, I'd)
like to point out some of the foreign policy chaiiezzges that we will be facing in
implementing this strategy. -

¥

T4

B 'Durizzg the first year of the Clinton Administration. a good deal of .
analysis was conducted to answer the question, "If you look toward the next-
century, where do-our commercial interests lay?" It seems like a rational
enough question. [ suppose. But I know from my experience in three previous
administrations that such strategic issues are rarely posed in the international
economic arena. let alone answered. Well, in this instance we broke with
tradition. 'We put our enormous amount of effort into fooking over the

immediate horizon. and we came up with some interesting conclusions. . ..

v

We found. for example, that the markets in Europe and Japan'will be

“growing much more stowly over-the next twe decades than a good deal of the

rest of the world. Morgover, we discovered that, despite optimism about future

. prospects in East Asia and Latin ‘America, the countries that will account for
- the overwhelming incremental growth in world imporis ¢an be narrowed down

to less than a dozen, which we called "The Big Emerging Markets,” or
"BEMs. " ‘

h]

- Who Are The BEMs? :
These are the BEMs: In Asia -- the Chinese Economic Area {which
includes China. Hong K{}ngg and Taiwan), South Korea, Indonesia, and India:

in Africa -- South Africa: in Central Europe -- Poland and Turkey: and in Latm "

Amerma = Mexico Brazil, and Argemma (See Chart #1]

fl
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Our calculanons indicate that by the trn of this century’-- less than six
years away - the ten BEMs as a group will be importing maore than gither
Japan or the European Union import from us. By the vear 2010, their imports’

couid well éxceed those from both Japan and Europe combined. In fact, during

the period 1990 - 2010, the BEMS could accoumt for 81 trillion in zﬁcrem&z‘z{ai

- U.S. exports.

Our exports o the BEMs totaled $106 billion in i?QQﬁppz‘éximazeiy 3
quarter of our exports. But while the ratio of Big Emerging Market GDP 1o the
Industrialized World's GDP is 1 to 4 today, it will be | 10 2 in less than 20

© years. We expect that BEMs will more than double their share of world

imports, as.well. rising to nearly 27 percent by 2010. No czher category of
market shows such dramatic growth potemzai_ (See Chart #2 and #3)

v, We certamiv understand the izm;zatzons of | {}ﬁg~{erm economic
projections. and also the ;}csszbzhty that economic policies in certain BEMs
could fail.- Our outlock, in-fact, is based on some critical assumptions such as

. the belief that world trade will remain open and be increasing, and that policy

reforms initiated in the BEMs will be continued. The BEMs list was,
therefore, &iways seen as one which could evolve depending on trends. If
economic reforms stall badly in countries tike Turkey, Ankara may not remain
as good a prospect. If the Russian economy reaiiy turns the corner, Moscow

could be aciéed to the list, too.

At the risk of overkill, let ;nf: describe the BEMs another way: ‘ ln“Latin
America. two BEMs - Mexico and Brazil account for 61.36 percent of the
Southern hemisphere’s GDP and 53.49 percent of its population. Two Asian

" BEMSs -- China and India — account for 40 percent of the world’s population.

In Africa, one BEM -- South Africa -- accounts for 45 percem of the entire
continent’s GDP ’ :

Az;d Iaek at where so much high priority Administration has been aimed

these past 18 months: Mexico and NAFTA; China and MFN; South Korea and

the nuclear threat to the North; Poland, and the President’s visit there and -
soon, Indonesia and the summit {}f Asian Heads of State,

In this sense. the BEM category is illustrative of a certain kind of market.
They have large territories. They have big populations with massive future
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_demands for m?raszmcwm fike avto paris and tele{:ommumcatmns and for

. consumer goods. like computers and washing machines. They are countries
which have undertaken significant economic policies that have already

contributed to taster growth and expanding trade and investment with the rest of .
the world. They all aspire to be technological leaders. They are countries
whose economic growth would have enormous spillover in their respective,

"

_geographical regions.. They afi~have significant political influence in their
’ba{:kyards and bevond. . : :

i .
i

Washmvton didn’t discover the BEMS of course. - They have been
emerging on the world scene for years, and qum‘: a few big U'S. companies

- have been active in them for a long time. In fact, we noticed the BEMs

precisely because some of the more farsighted American firms were moving in
10 these tarkets already. But the:American Government has only recently |
begun to focus on them with the attention they deserve — not as f(}z’ezgn poi;cy
prob]ams which they have often been p{‘:i‘{:ﬁﬁ ed as being., but also as major and

essential opporwunities 1o work together in the future.
. . " %

L]

Role for U.S. Government
- Because of the changing nature of {hese markers, there is an lmp{}rtam
role for our Government to play in helping to stimulate our trade with each of

them. The BEMs are unlike our moré traditional trading partners, such as

Great Britain or Germany. There are frequemtly severe barriers to entering
these markets. including high tariffs, quotas, and protectionist regulatory

barriers. Commercial systems, including full respect for intellectual property

rights. smoothly functioning capital markets, and open government procurement .
procedures are cither stitl developing or lacking. In some of the BEMs,

“impartial legal svstems are missing. 1oo.

L3

In these markets, therefore, we can and should help American businesses
in a variety of ways -- from securing market access, to providing financing, and
10 supporting U.S, companies seeking to win major projects on deals in which
foreign governments play an important decision-making role. In addition, good
information on the BEMs is often in short supply, and through our embassies
and our Foreign Commercial Service, we can marshal and analyze much of .
what is available and provide it to our firms. Finally, we need to work with
the governments and private sectors of the BEMs in order to assist them in

developing the skills and the institutions to build open, modern capitalist

¥
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systems. The approach must not be pa{mmzzﬁg but based on cemmon goals of
expanding trade in their markets and our own. ‘
. I
It is. of course, much easier 10 pmciazm a new policy than 1t is to
implement it. In the several months that the Administration has focused on the

e BEMS however a good dea! has already been accomp lished. :

e ELEVAT NG THFI P RTA F EXPORT

P“z‘haps iize most lmportant achievement 'so far has been the evelmm m
the Executive Branch of an intense export consciousness. Export promotion has
moved out of the shadows of trade policy and into the center, as the
Administration 1ully described on October 5 with the release of the second
~annual report on our "National Export Strategy.” The evidence can be seen in
the significant- deregulation of export controls in areas such as -
telecommunications -and computers; in the expansion of trade financing faczimes
to meet fierce foreign competiion; in the aggressive support the Administration
has given to U.S. firms bidding on big projects in countries such a5 China,
Brazil, and Saudi Arabia; and in the establishment of several major export-
assistance centers around the United States where trade promotion and trade
financing services are considered for the first time. Indeed, with these policies
: in place, and with more to come, we anticipate a major expansion of U:S. sales

" abroad,-with exports alone reaching over 31 trillion by the year 2000,

supporting some 6 million additional jobs. (Chart #4)

- A focus on the Big Emerging Markets is a crucial and pervasive part of .
this export push. It is not a substitute for continued efforts 1o open markets and-
: _promote American sales in Europe, Japan, or Canada. Nor does it mean we
will let up on commercial efforts to draw closer 1o Russia, the other newly
independent states. or entire regions like Latin, America or Southeast Asia.

‘But a Big Emerging Marker strategy deserves special &mpi‘msis and
requirés an exrraordinary effort, because it represents a radical departure from
traditional policies and because it is oriented way beyond the usual government

. policy time horizons, The focus of this strategy is more intense, and its
' implemertation is more aggressive, than any export stz‘awgy the Amerzcan
government has moumed :

3



CABINET-LEVEL ATTENTION

“The Big Emerging Markets concept has been discussed with President
Clinton and in several cabinet-level gatherings. It has beéen endorsed by 19
agencies. the National Economic Council and the National Security Council in
the cabinet-level Trade Promotion Coordinating Committee. It is driving the
future orientation of not only the Department of Commerce’s trade apparatus,
but also many of its international technology programs.' The Export-Import
Bank is orienting many of its programs towards the BEMs. So is the Overseas
Private Investment Corporatlon (OPIC). which insures U.S. investors against
polmcal risk. :

In addition. the foreign itineraries of the Clinton cabinet and subcabinet
show increasing emphasis on the BEMs. Secretary of State Christopher could
. have been expected to visit most of these.countries anyway. But Secretary
Brown will have visited nine of the ten in this year alone. Secretary Bentsen
has already spent time in Mexico, China, and Indonesia. Secretary of Energy
Hazel O’Leary will have travelled to India and China by the end of this year.
Poland. Indonesia. India, and South Korea will have been on the well-wcjrn’
path by December. too. Ken Brody, Chairman of Ex-Im, likes to say.that his
iineraries follow the BEMs. Ruth Harkin, President of OPIC, has travelled
widely to them. too. ' '

LINKING STliATEGY TO BUSINESS AND THE BROADER PUBLIC

Dialogue with Business
, Beyond high-level discussions and travel, the Admlnlstrauon has
instituted extensive dialogue with groups outside the government. Since last
winter, Secretary Brown has asked groups of CEOs from a wide range of
businesses to attend seven separate conferences with him and other top
Administration officials to discuss issues related to the BEMs. On these
occasions. American officials are listening more than talking. We are hearing
about how U.S. firms have been approaching the new markets, the problems
and the opportunities they see, the help they want from the U.S. Government.
and the heip they don’t want, too.




vtoward the ten countries.

-Public Discussions
* This summer we began a series of meetings with business groups around
the country., New Export Assistance Centers from Long Beach, California. to
Baltimore are now gearing up to disseminate information and engage -
consultations on Big Emerging Markets with' firms of all kinds, Beginning next
month, the Department of Commerce will be leading discussions in thirteen
additional cities. from Los Angeles to Atlamta. and from Minneapolis 1o San

_Antonio. concerning our BEM strategy. Requests have poured in'from

communities from Silicon Valley to Tampa for briefings and information.
Companies and universities are afferma ideas for technical assistance programs

o 111 the BE’.MS

The Administration’s efforts to reach beyond 'the Beltway is just
beginmng. There is, however. a need 1o do much more with small- and
medium-sized businesses, and with Labor. It will take years to build up a
mindset thal we. as a country, need an export strategy that looks beyond the
next year or ‘the next election cycle. -

Pilot Projecis :

Time. adequately trained people, and severe budgetary limitations make it
impossible to do everything.at once. We have, therefore, instituted several
piiot projects. The idea is to experiment in individual BEMs with new policies
and programs. with the ultimate intention of transferring what works from one
country 'to another. with appropriate modifications for individual circumstances.

COUNTRY STRATEGIES AND COUNTRY TEAM ;

For decades. agencies of the Executive Branch have been notoridus for
pursuing many different commercial approaches 1o 2 particular country with
little or no coordination. Every Administration has tried to fix the problem,
without much luck. In our case, however, we are making significant progress.
Indeed, a successful BEM strategy requires*fully coordinated export %tratf:g;es

1

+

\ Example: Mexico
Mexico is our faszest growing ma_;caf &‘(p{}i‘{ market.
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" Qur approach towards Mexico predates the establishment of the BEMS
strategy, but it is nevertheless highly significant in the overall BEMs context.

~Much of what we do is driven by one effort o implement NAFTA and to make
it 2 suceess -~ which it has assuredly become. as recent statistics show.

Qur links with Mexico are bécoming so broad and so deep that its hard 1o
know where 1o begin in describing them. From cooperation on trade to
cooperation on finance, from deeper integration in the corporate sector to

- integration of (ransportation systems. from the growth of joint secretariats (o
manage problems to continuous meetings of our top officials -- the ties between
our 1wo mm‘zzrze& are ﬁzevzﬁg in z%ze right dzrectz{m for sure.

Regarding éxpt}rzs, the Administration began a program on the heels of
the NAFTA agreement called "Export Mexico.” This has bécome a highly
successful effort to reach small- and medium-sized businesses around the United
States, 10 make them aware of new opportunities south of the border, and to
provide technical assistance for th: act of exporting itself. We have reached

“tens of thozzsands of.firms, and will reach ﬁ}aﬁy more this year.

- . : We have also mounted a’'major effort to assist with infrastructure -
" development at the border. Projects have been identified, and financing is
being mobilized. There is much more to do. but efforts are intensifying now.
In fact, we have recently revitalized a task force composed of agencies ;
) throughout the government 1o look afresh at a broad range of new initiatives
and programs 1o further deepen our ties with our southern neighbor. ‘

Exa mgle. Indanes:
Indonesia is the fourth-largest nation in the worici .

Indonesia is our first test case since the BEM strategy was put forward.
We selected it because it holds enormous importance to us in the most dynamic
region of the. world, and since virtually every one of our export prem{ztzcn
pragrams are operating in this country already.

’ We began with a far—reaching iméragency study of U.5. commercial )
interests it Indonesia through the year 2000. The analysis examined how
- American firms had been doing over the last decade; it evaluated the efforis of
. U.5..agencies in working with them; and it took stock of how foreign '


http:study.of

8

Al

competition had been performing. We noticed..for example. that although we
had large Ex:Im. OPIC. and other programs in Indonesia. they were not well-
coordinated. Moreover, despite the amount of resources we were pouring into

Indonesia. we w ere, still losing market share to'Japan, Europe, and several other -

Asian countries.’

The study zeroed in on those sectors and projects that'held the most
promise for U.S. firms, relating them as best as-possible to the potemlal
benefits to the American economy. On the basis of this examination, a
subcabinet trip was made to discuss the findings with the American Embassy
and the U.S. business community.in Indonesia.- Consultations were held with “-
Indonesian Government officials and local business leaders to see how they
perceived the U.S. effort. An interagency task force was then reconvened to
formulate a strategic plan. ’ ) ' '

A Senior Deputy Assistant Secretary in the Department of. Commerce -- a
significant upgrade from the usual country desk officer -- was appointed to'be
the day-to-day point person for the Administration’s export efforts. He will
have a team composed of people with both country- and industry-specific
backgrounds. The team itself will have special training on many cross-cutting
issues such as intellectual property rights or human rights.

The strategy is now unfolding. It will take time to evaluate. But we are

going o roll ‘out similar efforts for Argentina, Chma [ndia, and other countries

in the months ahead. -[

Big quesnons remain, of course. It will be important to measure the

success of what we do, but concrete results stemming directly from Government-

action will not be easy to separate from the efforts of the competing firms
themselves. At a‘time when the effectiveness of all U.S. Government programs
.is rightfully under intense budgetary scrutmy, however. we will have to ﬁnd a
credible way to assess performance :

BIG EMERGING SECTORS . - - | »

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

L)
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Indonesia. China. Argenuna. and Brazil. and from addﬁmz‘zai research, we have
- formulated a vision of the areas where the BEMS zmp{}rzg are likely o be
greatest. R ) -

Several clusters of ini:iu‘szries are high on the iist. They include:

® . Information techitology, mcludmg elecommunicanons, computers. .

-+ and software; : .

o Environmental technology, mzziaémg peimzzeﬁ {:(}ﬁ{f{} equ:pmenz

< uand consulting. Servzces . :

* The rransportation izxizmrv including aviation, automotive trade,
and the services and- eqmpmem needed (o bulid modern rail systems
and airports: )

. ]
® . Energy zedmofags’ espemally f{}r the soaring demand for electric
power:
® ' Health care technology. including advanced medical eqmpment
phatmaceutxca%s biotechnology, and haspual management services:

¢ Financial semcex mciudmg banking, insurance, and the securities, -
* business.

As-in the BEM category itself, these Big Emerging Sectors are
illustrative, We also have a great interest in advanced materials, in the \
chemical indusiry. and in industrial machinery, for example, all of which could:
be added to {f%f: initial list. But it'is crucially important to have a starung point
and a focus 10 our efforts - ~and I'm happy to say that we do. (Chart #5)

A sectoral stra{egy is not an "industri‘al, poiicy.? It does not involve
subsidies. It does not rest on a notion of picking winners and logers, but rather
it supports those industries where we know markefs abroad are expanding,
where the U.S. is already doing well, and where it could do much better with’

" additional U.S. Government help. (For a more complete analysis of these
sectors, please see. "The National Export Strategy " second Annual Report 1o .
the U.S. Congress. October 5. 1994.) : S
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Example: ﬁgv;rgnmental Technology
Take. for example, the. case of envzronmemal technalogy i Mexu::{}

Having identified the saies of emnmnmf:ntal iechnelogy and services as a
high priority. the Administration sent a mission to meet with federal, state, and
municipal officials in Mexico. as well as with trade associations and companies
in the Mexican market. A U.S. Depariment of Commerce-Mexican Ministry of
Trdde and Industrial Development Committee was establishéd to help Mexico
meet environmental standards ‘and 10 promote. sales of U.S. environmental
projects. The U.S. Government added an environmental specialist to the
Embassy staff in Mexico City. -The Environmental Protection Agency

committed funds to train environmental inspectors in Mexico. ’i“iz& Expz}rzw

Import Bank began to provide £ nam:mg for LIS firms parz;czpaizzzg in
environmental projects. mctudmg municipal waste-water reaiment, The
Overseas Private lovestment Corporation issued loan guarantees 10 capitalize on

- a Gl lobal anzronmentai Emergmg \f‘iarke{s Fund.

®

We would izke to pursue such a full-court press for other Big Em&z‘gmg
Sectors. . This would, of course, stretch'U.S. Government budgets and human
resources. The clusters of industries on which we are focusing are all changing
rapidly, and the Government will be sorely tested 1o keep up in terms of basic
knowledge. But if we succeed, we will be doing little more than our French, =
German, British. and Japanese campetztcz‘s all of whomn have had such facus&d
s:razegzes f{}r years.

hd

SiLATERAL COMMERCIAL BfALGGUES

"
&

It is zmpgrzam to remembez' that the BEM¢s are up-and»cemmg markets
that are aryzzzg to modernize their commercial infrastructures very rapidly.  No
two are in an identical situation, but many need to strengthen their systems for
protecting intellectual property rights; many need to make progress in opening
their markets 1o foreign goods and services; both for imports and for foreign
investment: and many need to build up a better regulatory framework for such -
industries as {eiecemmumcatmns and, finance. -

4

While the IMF . thf: World Bank and other international institutions can.

. provide assistance in these.areas, stronger bilateral links between Washington

andd each of the BEMs are critical. America has a wealth of technical expertise
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- and policy experience © impart, Moreover, we have a strong interest in the
Icommerf:iai links that can be developed through zhis Kind of interaction.

! “

In the Cold War. ties berween the United States and many of our friends
in the world were developed through military exchanges and training programs.
Now, and in the futare. the most important links will not be men in uniform
carrying Weapons. bzzt men and women in biue suits carrymg 3;3{0[35

X E)

We have. zherefwe, set up special commercial forums with several of the
BEMSs under which a broad range of common concerns ¢an be addressed. To
date, these have been established in South Africa, Argentina. India. and China.
All have a-significant role in helping to build solid commercial institutions, but
they are all structured in various ways, with somewhat . different agendas. All
have a sectoral industrial component -- a focus on telecommunications, energy.
financial services. etc. -- so that commercial matters relating to the promotion
of trade and investment have a particular "real world” focus. Some have heavy
involvement of the U.S. and foreign private sectors. ' :

¢

- Example: The U.S. - China Joi mission
A good exampie of such a forum is the U.S.-China Jmnt Commission on
-Cemmcrce and Trade (JCCT). :

Last April, Chzna Trade Mznzst&r Wu Y1 brought a gav&rﬁmem -wide
delegation o Washington to hold high-level talks on U.S.-Chinese commercial
interests under the JCCT. During the two-day meeting, three working groups
‘were established 10 operate in parallel. One discussed generic commercial
1ssues, such as iruellectual property rights and market access. Another focused
on tariffs, trade, and investment in particular sectors like teie{;i}mmunicaziéﬁs '
-and energy. A third looked at the development of commercial law in China.
The activity consists of déif mng probl&zzzs ways to resolve them, preparation of
reports and recz}mmendazmns for-senior officials within the two Governments.

| hY
:

_The JCCT gives Washmgtozz and Beijing an important venue outside zhe
glare of heated trade negotiations to identify problems, and to seek long-term-
-remedies, It serves as a mechanism to build stronger relationships between the
two Governments. It provides an opportunity for the United States to offer
technical assistance -- in such areas as building a framework for intellectual
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property rights. upgrading environmental standards, or instituting a system of -

export controfs on sensitive technology -- in & way that is mazzza lly agreeable by
both sides. . ‘ -

In August. Secretary Brown travelled 10 Beijing 10 further the dialogue,

" He brought with him 24 CEO’s and a senior intergovernmental delegation.
" During his visit & wide range of agreements were szgneci specifying formal

work programs. upm}mme events, and goals for the JCCT.

; Similar forums with azher‘cnunzrzesk such as South Africa. Argentina, and
India will have a much larger private sector component. The South African
BDC met fast month in Washington,” We hope (o have meetings with Argentina
before the end of the year. and with India by January.

As we think abouz the evolution of our commercial relationships with the
BEMs, it becomes clear that the technotogical component looms increasingly
large. Almost all of the BEMs see themselves as becoming technological
leaders in their regions. and all have that potential. In Indovesia, the
Government is preoccupied with gaining twenty-first century
telecommunications facilities. In Chipa, India; Brazil, South Africa, and South
Kored -- to take a few examples - the technological infrastructure is already
highly developed: A host of important issues are raised for the United States.
How 10 integrate technology into the trade discussions? How to foster the kind

-+ of econeinic development in the BEMs that comes with the availability of

advanced technology while not giving away our commercial advantages -~ all
against the backdrop of fierce commercial competition on the part of France, .
Germany, Japan and others who will be supplying similar technology? And, of
course, how to control the transfer and sale of civilian high-technology that also
has military applications? We are planning to integrate technological
commumcations into all of our commercial discussions, but the appmach will
vary by wumry of course. :

Vegd te Consider Training Programs

In all of our commercial efforts, we have become aware that commercial
policy means much ‘more than trade or exports or fimancing. One of the major.

. constraints faced many of the BEMs is the lack of trained people to manage -
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modern enterpfises. public or private. We believe that the United States has a

Tot to offer in this regard. both through our government and our private sector:

In’September in-Shanghai. Secretary Brown announced some pilot efforts
that we will be making to provide training in China. We have been in intensive
dlalogue with Shanghai officials about how this is best done -- through .
universities. through more corporate exchanges. and through the encouragement
of efforts that the U.S. private sector is already making. ' :

We also want to take advantage of the phenomenal technology that the -
United States now possesses for imparting information -- technology that is-
nowhere so advanced as it is here. Our corporate sector has all manner of
training programs that can be beamed around the world via satellite. for
example. We are in a position to have a global classroom for a global market.
Why shouldn’t we try? -

l rmgh[ add that the concept of expanded training, while providing many

benefits to China. is not a purely altruistic venture by any means. Managers.

and technicians trained by Americans are surely apt to be inclined to buy.
American goods and services. In addition, one of the major problems for U.S.
firms in China js lack of Chinese personnel who have the requisite skills for :
modern -day work. : C o -

It would be misleading to say that we have all the answers -- or even
many of them -- to this complicated issue. But this much we do know: in the
1950s, ‘60s,and "70s, a good deal of our ties with key developing nations

" revolved around military training and exchanges. Now, and in the twenty-first

century, the rules will be different. And just as our armed services brought

. .'more than military training, so will the links brought about by people-to-people
~contact in the'commercial areas carry with them much broader benefits to both
S:des _

P

Other Issues -

There are other difficult issues, too. In our bilateral commerCIal
dlalogues with the BEMs, we are combining a fo¢us on immediate and longer-
term trade issues -- on market access today, and on building the commercial
infrastructure for tomorrow. At times, therefore, we have to manage the -

"delicate balance of the threat that we may have to impose trade sanctions, for



. -lack of market access or inadequate enforcement of intellectual property rights,
; with more Coopera{ive‘discussi{}ns af say, promoting investment in the '
’ automotive or computer industries. The tensions require governments on all
sides o balance zmmeéza{e problems arzd iz}zzg range Qppommizes It’s not easy
ctodo, . . o :

COM\{ERCIAL CE\"{‘ERS R ;

_ " In all the BEMS we hope to create special cammercmi centers outside the
. American Embassies. . Theidea is to elevate the commercial objectives of our
foreign p{yéz{:v by enhancing U.S. trade promotion facilities and by making them
- more accessible © Ai;zerlcan and foz*eign business people. :

P

mef}ie. Saa Paulo, Br{uf SR ’ o
The prototype is the new facility in Sao Paulo Brazil, which was opened
this sumumier, Located in the central commercial district, this four-story
building makes available to business peoplée from America and Brazil a
‘ comprehensive commercial library with the latest computerized databases on the
. two countries. It houses the U.S. & Foreign Commercial Service, and provides
. one-stop export advising services. "One floor. is reserved for the exhibition of
American products. There is an audltorlum with striuitaneous translation
, tapability for company presentations. It is our hope that the center will become
a magnet for more American trade fairs and missions, and for U.S. business
p&ople needing help in penetratmg the Braz1l1an market. In the few months
since its. operied. all this is already happening. | o

S

-Jakarta, Shanghaz ;
It's a long way from having to enter an embassy or consulate and pass by
Marine Corps guards in order to get business help. This Fall we plan to open
another commercial center in Jakarta. We just announced plans for a.center in -
~ Shanghai. We are considering similar facilities for India..

4

'FINANCING AN_D‘ Gcrmmmm SUPPORT FOR U.S. FIRMS

A magi}z reason why the BEMs constitute such important markets f{)t us -
.18 that Seme of the world’s largest infrastructure projects will be mounted in
these nations, 'mzh billions of dollars of potential sales for U.8. companies.
. Trmh 18, hewevez that in'most instances the projects are awarded by
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governrments. or are under héa\zy gcvérment influence. This means that the
bidding process is highly political-and that companies vying for contracts ofien
receive help from their own governments. particularly in the area of long-term
,ﬁnancmg. Before 1993, Washmgton s support for American business has been
episodic at best. President Clinton, Secretary Christopher. Secretary Bentsen,
 Secretary Brown. Secretary O’Leary and others have instituted a radical change
in this policy, mounting th& most cons:stently aggressne effort on behalf of
-ij S. ﬁrms in memory.,”

The Cfgmm&rc& E)epartmezzz has set up a spec:al advocacy war room” {o
track the iargegz projects around the world and o work closely with the other:
agencies — State. Treasury, the Export-Import Bank. OPIC, and the T rade and -
Deve%epmeni Agezzey to name a few -- 10 marshal all the muscle in the
Administration when' it comes to winning large contracts. The new poiicy 8
what Ex-Im Chairman Ken Brody calls "aggressive defense.” That is. we will
never be the first to provide below-market-rate finance in violation of the -
OECD rules, but' if we find other governments breaking those rules, we are
willing to match the financing. In addition, we are mobilizing high-level
Administration support for individual projects -- via trips, phone calls, and
other contacts between Administration officials and their counterparts’in the
'gnvermnents awarding the contracts. Suffice 1t to say, we are turning up the
heat as never before, o S

i

Example:  Brazil -

In one recent Latin American case, Whlch invol ved a $1.5 billion
environmental echnology project in which Raytheon was leading an American
- consortium, Interior Secretary Babbitt, EPA Director Browner, and NASA
Director Golden all weighed in with their Brazilian counterparts, Secre::ary
wan went t0.Brazil with the chairman of Raytheon and with high-level
representation of U.S, agencies. The Export-Import Bank stepped up to the’

. plate with one of the most far-reaching financial packages in memory. And,
the clearest signal of all that we meant bnslness President Clintdn contacted the
President of Brazil on this pm;ez:z - -

Nezzéiess to say, the rival Ez.zrepean consortium received at least as much -
backing from its govérnment. Such is the nature of the ferocious competition
. our firms face. The big change for %ashzng{az‘z is that we are fi nally earnmg

10 play this game atwr years of sitting on the szdeizﬁes



Issue in a second. L
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“In the end..we won the project in a highly dramatic contest.
- Example: Cling

A much broader advocacy effort was recently mounted in China when.
last month. Secretary Brown led a Presidential Business Development Mission

"comprised of twenty-four CEO’s to Beijing. Shanghai. and Guangzhou. Brown

met with the President of China. the Premier. two Vice Premiers, and several
ministers. He pressed hard for contracts for American firms in specific

‘projects. The ground had been well prepared by previous trips of Secretary

Bentsen and others. by several subcabinet trips, by around-the-clock efforts on

"the paft of the Advocacy Center, and by close coordination between the entire

Administration and the U S. firms mnvolved. C}ver $6 billion worth of -

- fransactions were "znnezzrzced while he was in Chma and we are hepefal that 2’

gfmd deal more will come to fruition in the months ahead. We certainly wzi! be
continuing o pzzsl :

Incidentally, no disx:zzssiaﬁ about commercial ties with China should
ignore the top. priority we accord to human rights, too. Lf:t me address this

-

Advocacy 15 a wough game zhe way we are plavmg 1, and the stakes are
hzgh Millions of American jobs w111 hang on our successful advocacy in the
future, . During the. past year alone, we estimate, for example, that the
Administration has-helped American firms win over 70 major projects
accounting for well over 317 billion in U.S, sales and 275.000 jobs. We,

. therefore, must continue to press, and press hard. But, while’ we want the

- contracts - and the U.S. jobs they bring -- we do not want 10 see a wrade

finance war in which governments are fighting to see who can deplete their
treasuries the fasiest, That's why we only respond to below-market fimancing
from others. And our hope is to show that it doesn’t pay to cheat on the

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

watch ozhers capture markets by subszézzmg

*

The BEMs will be — indeed, they are already -~ the battlegmuzzé on
Whi{ih these tensms Wiﬁ be played out. :

e
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GLOBAL MARKETING NETWORK

The implementation of a BEMs strategy is conducted not just by the
Washington agencies but also by 250 American men and women, plus 700
foreign emplovees-of the U.S.. & Foreign Commercial Service (US & FCS) -
stationed in 70 offices around the United States and sixty-nine embassies”
abroad. This entire trade promotion network i1s now emphasizing the
" importance of BEMs to interested American firms. They are being armed with -
important data on the key countries. visits, and trade missions. - '

The US & FCS is a crucial link for the BEMs strategy but, as in other
areas, budgets are badly stretched. In China. for example. less than 10 U.S.
professionals. working with 29 local men and women. are responsible for the
entire country. So few people could hardly cover adequately the booming
southern region alone. Some 60 positions around the world are now unfilled
due to budgetary constraints, and the requirements for people is only escalating,
‘particularly in the biggest and fastest-growing markets. Training for our men
and women abroad is also crucial. We are focusing now on upgrading the
- knowledge of trade financing, but more specialized skills regarding the Big
Emerging Sectors, where technology is changing so rapidly, is also badly
needed. v

. . . .

The domestic part of the network is undergoing major reorganization as
we-build a new svstem around some 15 Export Assistance Centers. which bring
together, under one roof, all the Federal services and, where possible, state and
local export facilities, too. It is an awesome undertaking. Providing export
promotion services 1s often more difficult than many other governmental
programs, because the giobal economic environment is changing so rapidly.

NEW INSTITUTIONS AT-HOME

There is also the need to rethink how we are organized in Washington to -
deal with the BEMs. We have taken a major step in this regard with the recent .
decision, announced by Secretary Brown in Beijing last month, to establish a
special center in the Department of Commerce devoted to developing our
commercial strategies with China. The rationale was that. given the huge
stakes, we need to marshal a critical mass of knowledge and experience.in
order to develop the broader and deeper commercial engagement we seek. We
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need to know more about the Chinese economy than we do now’ we need o
Thave a bettér idea of how joint ventures and strategic alliances work: we need
to be in a’position to help on everything from Chinese regulatory policies to
good employment practices. Our idea is to bring into this Center people from

business, academia, and other walks of life to develop new ideas and new -
approaches to commercial engagemezzz with China.

We have great h{;pes for this new facility, which could well’ bemme the
prototype for szzmiaz facilities for other BEMS

GLC QBAIW INITIATIVES :

A final iiif:‘i’{'lwllt of iha BEMs strategy is 1o add a BEM componenr o
many of the. zf'sdzz'zlms{raw}n s more global initiatives, A good example is Vice
President Gore's prcaposai for a-global counterpart to the National Information
Infrastructure {the "Tnformation Super Highway"). Called the Global
Information Infrastructure, the proposal calls for far-reaching
telecommunications links among nations in the interests of expanded trade,
investment, and social development. Several of the BEMs could be prototype
"off ramps” of the Global Highway. We are Jooking seriously at some X
possibilities in East Asia and in Latin America.

MORE RESOURCES FOR BEMs

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

- In the Administration’s National Export Strategy report, issued.earlier
-this month, for example, a framework for future Administration budgets when
it comes to exports was outlined. The top priofity was Big Emerging Markets.

In addition we are likely 10 see some reprogramming in individual
departments. At Commerce, for example, we are moving 0 expand our
Foreign Commercial staff in the BEMs, even if it means re::iucmg them
elsewhere. We also plan to put industry specialists in the field in key BFM& 0
respond 1o the need 1o enhance our exports in very competitive situations.

%
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Beyond money and pwple, there 1s the question of how we in this
Administration and those after us use our time. For example, we are

. organizing BEMs teams throughout Commercé's domestic field network 1o
better provzde information and assistance-to Americans on these markets. 1

predict that the BEMs will ‘become an mc:re:zzsmg prez}ccupazzzm for all of us
eﬁgaged in' international aff’azrs . ‘

- BIG EME RGING C

In every one of the Big Emerging Markens the Admmzstranon S prlanzx*
of expanding exports -- and creatmg jobs in the process -- i camphaazed by a

host of ozlxer zssues

-

- For one thing, we have many probiemf; getting into many a}f these
markﬁi&t and pmzec{;ng our copyrights, patents and trademarks. 1 don't want to
minimize these issues, because they will be major irritants. " In China, we are

“also comﬁ*rned with human rights, intellectual property rights, and military

sales. In South Korea, we have to think about our. commercial strategies in zhe
broader coutext of develapmems on the peninsula concerning nuclear weapons.
In Indonesia, there are problems regarding labor standards. ‘In Turkey, Poland,
Mexico, India, Brazil and South Africa, we also have many braaé&sr rormgn

. policy concerns.

In thinking about the BEMs, moreover we need to be conscious of the
fact that they will not. only be markets for us. but also competitors -- '
increasingly, fierce competitiors. In our recent report on American
competitiveness entitled "Competing To Win In A Global Economy,” reieased a
month ago, we cited the increasing need not just to “penchmark” ourselves |
against Japan and Germany, but also 10 keep a very close eye on South Korea,
Bzazil, China, India and Mexico ~ for starters. -

LA Blg Emerging Markets wmmerma? strategy must be 1mb¢dded ina
foreign policy that seeks to balance commercza} interests with other Amerzcaﬁ
objectives. This is no easy task. We are not a purely mercantilistic nation, nor,
will we ever be.* Our global leadership responsibilities prevent us from being
just a salesman. no matter what priority we assign 1o exports.
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. Human Rights .

Let me say-a special word abmzt human rights, be‘cause they do loom so
large in our values as a nation and in our foreign policy. Perhaps the best
example of the dilemmas we face are 1o be found in China, where ourhuman
rights goals and are commercial soalt; are both so 1mportam and receive equal

. Last May. President Clmton announced that we were no longer going 10

tie n()rmallzeci trade status with Chma to the human rights situation. lustead. he

said, we would pursue-both simultaneously and vigorously. The two were not
at odds; to the contrary. commercial engagement f‘ur{h&reé our hzzman rights -
gaals . -. \ -

3

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

Now, this dialogue 1s not the entire human rights policy, of course. But

" it does show that commerciai engagemen';' has mzxch braadef rammifications.

» . W

) Cczmmerczal ezzgag&mem moreever, leads 10 more e{:am}mzc grow{h i
China, .which lifts the lives of millions of Chinese. That's human rights, .tao ‘
When AT&T or Sprint brings phones and faxes to China, millions of people .

, lead freer lives. because they are, for the first time, connected to everyone else.

When Bechtel or GE bring electricity to millions of homes, affording light to
read by and power o pump puriﬁed water. that helps human rights 100.

\

I want to make these points to underscom the, fact that a commerczallv
focused foreign p{)im} is 0ot ong that downgradf«:s other goals: To the.contrary.

Other Features' o o I
There are some other special features of our policy toward the BEMs,




. The world order is changing and we are tryirig 10 get ahead of the curve..
Our traditional allies are as important as ever.. of course, but we have w0 make
room for a new category of country that is moving up in importance and -
influence. To say that ilns 1s a revolution in our approach 1o international
_ affairs is probably 100 strong -- but maybe not. In-any event, it is a sharp
departure from the last 50 years, when we looked at many of the. BE’%S
przmarzi; through the fens of the Cold War and as pmbiém countrigs” o deal
: ‘wz{h
A New Ph:f{?sﬁm
Today and wmorrow. a new phzk}s{}pi’zy must taka hold. Our starting
point must be that the BEMs are central to our foreign pohcy and that we
should do our best to find a convergence of interests and values with them. ~
How 'we do this cannot be separated from the ébjectjve__. Style is substance.

, - . Some realities loom. We need these markets as never before. " We are in’
... aferocious competition with other nations for them. -And we should not forget
- -that, while we must carefully balance our interests, the agendas of the BEMs

. themselves are overwhelmingly centered on economic growth and jobs for their
citizens. Unless we are able to relate 10 zhem on that Zerram We wnll los& L
- influence across the board - oo
: L
" The !mzzarzzmce of An Open Economy
. While the future of the BEMs hinges on the zngh decisions each 18 .
~willing to make regarding internal reforms, the international environment for

trade and investment is crucial to their continuing to open their economies. The .

BEMSs will need access o the markets of the United States, Europe, and Japan

© in order to develop modern, open economies. ' They. must feel that the new
World . Trade Organization is sensitive to their interests. They will need access
to capital on reasonable terms. . One -significant fearure of the Big: Emergmg

- Markets ---as opposed to all emerging markets - is that, because.they have *
such large interhal markets, they have more of an option of slowing their
integration ifito the world economy with protectionist measures than do smallér
natons. This would undercut their growth, to be sure, and it would also set
_back world trade and American exports. - Bul it could happen. The imperative
is for continued American leadership toward the most open. liberal, and
mul{zia{eral economic system possible. o

. | | & ?‘
. S
. . N
. ® N
+
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Amond other reasons..this is whv zh& passage of the Uruguav Round
ieglslatzz}ﬁ now heft}re Congress. is so crzt;cal *

As | zzzezz:ioned. the BEMS will also be the battlefield of the new
competition among the OECD countries for markets. [t promises to be a ,
bloody fight, The-contracts are big. the process of awarding them highly

intertwined with local and international politics. The requirement for the

industrialized .nations 10 devise sensible rules of competition should be very

. high on their list of priorities. But creating a truly level playing field will be an

awesome task.
NCLUSIOMN

In terms of U.S. foreign policy; each of the Big Emerging Markets wil]
be requiring the kind of high-level.attention that we once reserved for France or
Germany or Japan. This is already happening, thanks to the President’s
direction of both' the National Securlty Council and the National Economzc
Council. There is much more td do -- but we have made a good start.

The Administration has been clear about the centrality of the economy o

©.its foreign policy. Exports are now central to job creation and hence 1o -what

national economic policy should be’all about. The Big Emerging Markets are
central to exports. (Chart #6) :

But at stake is even more than American jobs. The overwhelming |
political issues in all the BEMs is moving up the economic ladder and spreadzng
the benefits of that success among populations with rapxﬂy rising expectations.
American products, services, and technological know-how can help .
enormously, Whether or not the BEMs can grow and prosper wiil determine

‘whether they can continue the momentum toward more open and pluralistic

political systems -- which, in turn, will determine what kind of world we w;kl
live in as thls tumzﬁmous century comes to'a close.

"f’hank you very much.



Chart #1

BEMS AT A GLANCE

Cowry | | Populmion - | TomlAma © | GDP Avernge GDP

| (millions) (square km) _ groaap (1993)
Argentina . 33.53325m | 2,766890 | $185 hillion 6%
Brazil = = 162m 8.511.965 | $785 billion | 5%
Chinese 1.2 billion 9,636,980 GNP: $809 8.3%
Economic Aren | | o billion :
India $20m '3.287.590 $1.17 million | 3.8%
Indonesta - 190-200m 1.919.445 $571 billion 6.5%
Kores 45m 98,480 $424 billion | 6.3%
Mexico 92m 1 1,972.550 $740 billion | 0.4%
Poland 3/m . 312,680 $1804 billion | 4.1%
‘South Africa | 44m 1,219,912 $171 billion 1.1%
Turkey _62m 780,580 $12d billion 173% ]
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PROJECTED INCREASES IN WORLD IMPORTS*
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~ BEMS' Share of Global GDP
© Will Double In Next 20 Years =
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Good morning and thank you. ST

+
L
£

On behalf of the Secretary of Commerce, Ron Brown, it |

is my pleasure today to release the 1994 Industrial outlook, the .

F

thirty-fifth in our annual series of reports forecasting growth

in our scentmy’s Key industrial sectors.

» ;
At the outset I want to express my appreciation to the

Y

many pecple who labored for well over six months preparing thig

repoft. over 106 anaiyéts' worked on this project. Althguéh

‘the bulk of  the work was done at the Department of Comméraa,

ﬁany athér ag&aaigs participated, includiﬁq,thé Departmg%& °f=
Energy, the Federal Aviation Admini%tratian, and‘tha‘gecuritigé
and Exchange Commi&sion,’: I wcuid particularly like to thank Jay
sﬁs;ay of‘%&& Cmmmerce‘ﬁepartmeat, who ser?&d as project ’
coa}dinatmrr Sally Carson, editorial coordinator, and Jon Menes,
head of the unit of the Commerce ﬁapariment which was responsible

for the project.

T AS yﬁa will soon see, 'this year's Industrial

Outlook contains an apsoléte wealth of information..

£
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On the one hand, you will get an overview of the U.S.
economy in 1994 iik& no other_J industry by industry, from autos
to movies, from $at§ilites to aluminum. L

L

On the other hand, you aan f;nd net just how America
spent its. maney on health care, but how thxs pattern camparadita
oﬁher countries. Yaa can see how U.5. ?rmgramsltp educate -and
»train workers compara. to’ similar efforts in Eup;pe. You can see
what the end market iﬁ’fﬁ; conmputer boards, what the pricg trén&a'x
are for construction matgrials, and wﬁat the relative efficiency
is of our telecom carriers. | ( r

. ,,%v . .
The Qutlook is a set of forecasts for individual

industries. - It is not a macroeconomic forecast, . We take as

, given & set of assumptions regarding the overall economy based on

a consensus of over 50 blue chip econamiaﬁs taken ih late duly.?
Additional 1nfarmatlon ‘through early fall of 1993 was taken 1nte’
account whenever poaslbla

ﬁg Role
' My rale this marnzng is to act as madarator for many of
the indastrywspeaifia q&eations that you may have. I say
nmaderatcr"‘ bacaag& we ha?e with us' today industry experts whe

follow these Ehinga day in and day out, and I would ﬁot‘presume*

to know their business as well as they do.



I would, héwever, like to make some remarks by way of
.in§raductimn3x First, let me point out’a few of the more
)fﬁndamenza} th&%&g and issues§£hat energe fram=th&5re§mrt‘ Thén;
I would like to make a few comments about this partibular feport

in comparison to its predecessors.

¥

SCME GENERAL THEMESR
In general the.industrial cutlook is guite encouraging.
For 19%4, we expect broad based growth for nearly %0 percent of

the manufacturing sectors covered in the report,

, ?ar all manufacturing industries caveréd, the median
growth rate of ghipments is 2.8 percent, up from 2 ﬁarcant in
1993; And we expect thoge industries will export more too~~with.
the rate of export growth rising from 4.2 percent in 1992 to 5
percent in the year ahead.

f B
Y

Growth is coming from two sources. The first is

business investment in capital equiﬁment; such as computers,

medical egquipment and maahina&y. The second seurce of growth is
' ' ;

from consumer purchases of durable goods such as automehiles,

&
7

applianceé and furnishings.



¥

In fact, we anticipate the fastest expansion in
manufacturerts shipmantg'since 1988,

If you take a broad look at the industrial outlock for
next year, you will see that three sectors in particular are
particularly strong. The changes over 1993 B0 not seen draﬁatic,

but then 1%%3 ended with very strong growth.

(1) Look at the “consumer economy” including autos,
aute parts, hﬁqsénald‘applianaé$g and residential’ '
construction. To take haﬁgahcldbappzianaes - )
refrigevators, washing machines, etc. -- as an exsmplie,
shipments in real terms are set to grbw by 3«6‘percent

in 1994 compared to 3.1 percent in 1893,

(2) A second case is information technelegy including
computer software and computer management services.
This 5600 billiion industry is forecast to grow by 7.7

" percent next year, compared to 7.6 percent in- 1993,

{3} A third example is environmental technology,
including pollution control equipment. Air_pallutinn
control is the highest growth sector here. Shipments

.-

‘are forecast to doubkle from their 18%2 level to akout

$45 billion in 1995.
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A{4) 'Anath&r‘case is ﬂaaith industri&a, including
medlcal 1ﬁstruments* In 1994, health care spending zs
faraaast to zz&& 12, 5 perﬁent &xceed;ng $1 trllllan

- for .the flp&t time. One bright épat’xﬁ sales of
mediaal gguipment, ghére shipmants are,?kpectad ?G'
inafegse by €.6 percent compared to 6.3 percent in

% +

1983, *
You will also see some serious problens, such as

1 " " :‘ ’
. aerospace, where industry shipwegts are’ projected to decling by
11 percent in 1994. In fact, most of the defense-related
'iﬁdu§tries are facing contraction. Seven of the 10 most sluggish

industries analyzed in the report are defense related.

a

v . * >

‘These and other industry trends are clearly detailéd in

- the report, and I know you will want.nmore information about then.

The Global Economy, Stupid

?haremis, bagavar, a nore &uhtlg gaégaéé aﬁq that is
this; \the'Amgrican acnnomg is becoming in¢f&asingly ' ,
inferqaﬁianalizad, and virtually all of our praspeqts rust be
gsséséed in the contax%imf the global economy.. \Thé‘analys}s of

‘virt&&lly'avgry'semiar gxamined'in:nﬁis report depends on the

£



-Japan.‘,l could go down the list.

level of its ‘global competitiveness. In some cases, such as - -
medical equipment, bright domestic ﬁrm&p&cts are bolsterad by thé
international oppoftuhities. In other cases, like aeraspaaa, it’

is the foreign market alone that holds out slqnlfzcant promise.

. Desplte the problams at home, for axample, &erosPace will gtxll

generatp our largasz tra&e sarplas, and wzﬁh the prospect af &uga
Qrdg;s fro§ 3;1§ in the ccming years, the future looks much
better than it otherwise wbu;d. 'gutaﬁ is anﬁther case. Detroit
is reclaiming market share in the United States from Japan.
&ﬁgrican manufacturers of Euto parts are exporting more than
ever. Our telecommunications indusiry now reaches every part of
thg glcbe. ouy é%tartaxnment business has beaama one of tha
major i ssues in intarnatzanaz trade §a11¢y Qur construetzan
industries look forward to hnndreds of billions uf dcllars af

patentzal-znfrasﬁra&tura projects in China, Taiwan, Indonesia and

i

Inéead; when you look at the $urve§‘data, loock claéaly
at the\faSFQét_gf&wing‘seaﬁors and th;n look at axperﬁs‘agfa
percentage éf ?has& shipments. In ﬁany ¢&$&$*—ma§§iné tools,
electronic éompanent$, auto parts, su;gical and medical

instruments, analytical instruments, plastics, materials and

EH
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resins, scorew machlne products, computers -and perlpherals,

'R

'powertools, 1aather products, X~ray apparatus and tubes and

process control instruments~--you see axparzs representlng'aver 26 -

percent of Qli shipmgﬁts,, ;n anazyﬁiaal instruments and
‘plégtica, éét&rials and resing, exporis are axpeéted te be*aéa;
30 pergent of all 5hipments; In computers ééd in leather
products, exports are expecte& tm‘be over 40 pefcen£ of_éll
'éhipmaﬁgg. |

L

The Clinton Administration recognized the imperatives

of the ylobal economy. from the start. - It was not just a cliahe -

+

- "we 11ve 1n a qlabal economy"~w because everyone knew that.

But what President Clinton clearly aﬁﬁerﬁtaad was how to address

-

this reality.

+
[

The Administration began, for example, by addressing

#

head eﬁ, ihe'bndgat deficit that_had gpun out of contrel,
economically and politically, The result: a’fivewyeaff $500
billion deficit reduction package.which helped to foster dramatic
déclinés in lwng~t&rm interest rates.. Law?z‘gatag{ in turn,
translated into new. 1nvestments in interest sensitive sectors
such as autas and aanstruatzan which had & paﬁitlva rzpple

Il

.effect thraz.zgh:}zzt: the economy. ' '



The Administration turned its attention‘to the :
davai&pggnt of a far reacning.national technology policy. This
inéluéed’ﬂincéntives for privafe sector research én@ éevelopmen?,
$hiftin§ Federal R&D primrities,tawards civilian technolegy,
daveibping an aétion‘pian for a ﬁaticnal Iﬁfarmation
’Igfrasprugture; developing féderal-industry partnerships in such
$eators‘a§'&lectroﬁims, autos, energy, environment and advance
transportation, and expandinq Federal invéstmen;s in‘basié
research. And thié is just.the beéinning. .
'fhe Administration feocused an‘imprcveéents in-
aduéatioh‘and traiﬁing!_sn essential to our abilig? to compete in
the world. Forﬁtﬁe first time ever, -an Administration :a}keé
about a National %orkférae strategy, and began to impigment a
‘admpfehansivg pian* To take hut one e%ample; iook at the
Admini&tratian‘s proposed légiszaticn, passed by the House, to
- ~establish &ahéolwtéw%ork programs designed ta’assisi students in
makiné the tranéiéion from school tava well paving f{rst jab.
| The Bill waald guzharzza $38§ %zilzan in 13?5, with as mach as
$3D millxmn &&t a&z&e for hzgh poverty areas. The Senate 15

due ta taka up thz& 1&gisiatzan Shartly This, taa, is just the

-begznning

E

]



The ﬁ?ministratian mounted an aégrassive tréde‘policy.'
Last July, it created a tough new fram&work for @&alinq'with'
Japan. By 8e§ember it concluded the NAFTA with an hiétoric
effort to expand trade in this hemisphere.  Days iétar, it -
brought together the leaders of the ksiaﬁ Pacific region, where
cur annual Eilat&ra} trade exceeds that of Europe or any other
region af‘thé world.  In Decenmber, it p&sh&d to bring the 6-
year old Uruguay Round to a finish, the most far reaching téade
agreemént ever concluded.

. But President Clinton did not stop with trade
liberalizatipn* He put together a National Export Strategy; the -
most Qignificant effort of any Administration to think
‘strategically about trade promotion. Just a few monthsiégo,
Secretary Brown.led an iﬁt&rag&ncy effort which proposed a wide-
range of policy changes to help iﬂsure that U.5. firms could

better conpete arcund the globe. .

*

Now I mention all this not just to sight impressive
acconplishnents ~« although they are impreésive -- but to make

another point which you will alse find in- this report.
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' Yesﬁjwe are living in a gloﬁal‘éaénamy, Yes, there are
fant&$§ic opportunities out there, now that tha’enla wWay is o;erg
_how that virt#aliy;gll ccuntfias subscribe to a version of.frge-
‘market aapitaiism; and now that Asia is booming, and L&tiﬁ

Americs has turned the corner.

- ! .
But all this notwithstanding, in 1994, the conditions

&

abroad will demand a redoubled focus on American competitiveness
[ i . '

and on an aggressive trade strateyy.

; ) . ) i
If’you lpak at our traditional trade p§r£nerﬁ —
. 'Wrasst;a‘zrnl Eufapa and Japan -- you see very s low 25;_2?{3*:-12:2“} at bes‘;z;
Rising uhe@gléymang‘ih-tha.Eurapean Capmuﬁity‘mw’avaragipg over
11 percent ww will‘surgly-heigﬁten protectionist pressures there,.
The hoped for recovery in Japan is novhere in sight, with
indu$try after industry-in deepening trouble. ixporting to

these areas will be very toagh.

: "If you look at the fastest growihg regionsg, such as
East &Si&, tra&e prospects are much bett&r. : Buﬁ the competition
wzzl he fierce. Preclsely because of their troubles, other

industrial &ountrias will be sparlng no efforts to capture th&SQ

‘markets, And naw we face new competiters in the region itself

L) . -
. . . .
" = L
-
. . ‘ . .
. ' . - -
. . .
.
, N
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% t. !
from local companies. If you doubt what we are up against, ust

consider this: Four newly 1ndustxxallzad economies in 35&& - .

"Hong Kong, Singapore, South Korsa, and Taiwan -~ have more than

‘ triplﬁ&‘thair global export share since the 19?5’5, and together

S

now exceed that of Japan.
r, *

-

Mareavar, since we are sure.to be growing faster than
Europe anﬁ Japan, the prospects are far an increasing merchandi&&

¥ E

trade d@fiait in 1994 as.we take in imports faster than we can

expart. This will only add tm the pressure on us to sell more to

the rest of the warld

. : ﬁatuazly,‘the projected daficits dgbnﬁh look so bad if
you include trade in services, wherg we have been running a
surplus of gém& §60 biilienfyear. Hera, too, it's the glnhal
‘ecanavy that is so coritical to us. Our banking, ccnstructzen and

consultlnq 1ndustrias, to name but a few, have become world class

industries hungry for new markets.

*

" What does all this say about 19947 If 1993 were the
“year af trade %ib%ra&izatian,“ and I think it was, then 1994

will be that and more,



' - F

Y

We can take some comfagﬁ from the 1994. Industrial

‘ éatlaox, but it would be terribly dangerous tolﬁa.complaaégt. ﬁe
nead to be snrewihat teday's rebound becomes a ;ustainad
recavary. Weineed to think about the long-term enginéa‘af
growth;;and th to keep: them fired up. The gaverﬁm&nt,*af

" course, is only one player -in this drama. But wor%ing ?iﬁh,aﬁr
busi@asses;énﬁ cur workers,, as ?fésiﬁ&ﬁt Clinton, Secretary
8ra§n? and others én thé Administration are stfiving t& do, a lot
can be done.

- 1994 willlba, in my view, the year when America turned
the corner on serious trade prcmoiiéﬁ, 1t wiil'bg the yaakgghen
:we f&;;pwed up vigerously on the dismantling and streamlining of
axg&ét contrels -~ consistent with legitimate national security l
éonqarné,-of ccuréa n v adding’?o the substantial broéress'w&‘made
in tha'iast'feﬁ months. Here alone, .tﬁ& Naticn cauld\gaig over
$30 billion per year in exports. »

19§4 wili‘b& the yeér when qav&rnmant‘suppert for firﬁ%
trying to win oraarg ﬁbroad becane higﬁly focussed and efficient.
Tﬁg Haiiona; Exbortistrategy, for exampla; calls for a massive

upgrading of these efforts, and we.have begun to make it.

l ‘ . ¢

E

e
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1954 will be the year when the Federal Government

%

learned to coordinaté its many export pfograms, and when

wéshington joined forces with state and local governments on’
behalf of American companies which want help selling thei%t‘
products in fareign’markets,f ‘ . )

¢ 1994 will be the yvear when Amnerica d&vate& more and

noere attention to the qu Emergzng Markets aﬁ the fatura —

moqntrze& such as. xexzco, Brazil, . Argentina, India, Indqnasia,‘

' &hing,iwharex1&rqe-marxets; laiqe pepulations, pent up d&mdnq for

virtually gverythihg promises t& ahanée‘the<w0rld market as we ;

know it.

®

It will be the year when we think globally about our

- most competitive industries -- what we at Commerce are call;ng

the Big Emerging Sectors, such as &nvxrunmantal teahnazagy,
m&dmcal tachnolagy or 1nformatlon technalagy, all 1n¢1d&n§a1}y,

proj@cted ta be ammnq the hlghest growth sectors in the xapart we

are dlscusslng today.,

4



14

There may have been a time’whén effective e#port
fpromqtion may have been a luxury. No more. Between 1988 aqd
1992fl e#port growth in goods and services accounted for about 58
percen£,of U.S. economic growth. Jobs in export generating
iﬁdustries tend to demand higher skills and pay more. over 7
millioﬁ'jobs are tied ﬁb exports, and, ‘given that the economy is
not créatinguenough good jobs, we need to boost that figure
substantially.

.It is my view that America has barely scratched the

surface when it comes to our export potential. If §ou look at

Gerﬁany, France or'Canaéa, for example, you see that they export

- between 18 and 25 percent of their G.D.P. America's share hovers

around 11 percent. Only 10 percent of our firms are reghlar

exporters; in fagt some 50 firms account for nearly half of all
our exports. Just 10 states account for over 60 percent of out
merchandise exports. y '

Ty P

‘We can do much better. We have to.
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Ihe Report Itself

Let me now make a few comments on the report itself.

El

For those of you who have seén-previous versions, I think you

will notice some far reaching changes.

¥

First, and not surprising in light of what I just

sajid, the coverage of trade and world narkeis is vastly expan&ed,

N,

Almost every industry analysis containg an evaluation of its

international competitive position.

s

Second, there is a ney emphasis on technological
considerations for key industries. As in the trade arena, this

parvallels where the world is headsd, and also where the Clinton

*

Administration has placed its priorities.

[
¥
3

Third, wherever possible, environmental considerations

¥ .
have been highlighted, There is no nesd té belaboy .how much
importance the Administration attaches to ensuring that economic

growth and protection of the environment go hand in hand.

%
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I commend this ?epcft to you for the efforts made to
look to the future. The coverage pf tomorrow's industries such
as information services or bioctechnology was not easy. Official
data are éftéh weak, and the industries are chapging almost too

fast to document what is happening. But we are really trying to

get ahead of the curve, and what you will get today shows it. .

If you have some gene%al guestions, I would be ﬁappy to
" answer then. I have jusﬁ retu%ned'ﬁram neariy three weeksl
abread., I started in ﬁcécow, where I was working with my
Russian counterparts to émaoth the way for U.8.. investors. From
there, I went on to Genevé for the Uiuguay Round final
negotiations. Andgfrom there to Tokyo to push 'fmrward thé U.s.=
Japan framework talks. I am a bit groggy. $o pardon me if I-

‘ direaf many‘of youf gquestions to the experts around me. I would
ask you to hold detailed guestions on specific industries, since,
in a few minutes, you will have the chance to visit with the

analysts who prepared the report.

Thank you.



