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"We've arrived at a moment of very great promise and great hope for the
Western Hemisphere. 'Democratic values are ascendant. Qur economies
are growing and becoming more intertwined every day through trade and
investment. Now we have 2 unique opportunify to build a community of
{ree nations. diverse in culture, but bound together by 2 commitment to
responsive and free government, vibrant civil saczetles, open economies and
rzszng izvzng standards for all our people."

-

President Bill Clinton

" "At its most basic, this Summit is about partnership. Partnership among

the 34 democracies of this hemisphere, Partnership between the public and
private sectors. Partnerships driven by dvnamic emerging markets,
supporting structural reform and energizing the public and private sectars
in the ongoing pursmt of free rrade.”

. 'Secretary of Commerce Ronaid H. Brown =
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It is a grea:r pleasure 1o have an opporwnity 1o discuss the upcoming
Summit of the Americas. o be heid.this December in Miami. This event.
which will bring together 34 democratic goveérnments in our.Hemisphere -- afl

~of the natons. except Cuba -- will be the first meeting.of the heads of state in

the Americas since 1987, and | wan ed 1o outline our thinking as we approach
this tistoric g therwa{ ‘

" In talking abour the Summit of the Americas. there is no berer place ©
begin than in Canada. given our history of close political and commercial
cooperation. and the fact that the genesis of our iniriative in the Hemisphere :

really began with the U.S.-Canada Free Trade Agreement. We see the Summit ¢

and our agznda in the Hemisphere as a natural extension of our aireadv ciase 7
econpmic reiationship in North America and iook to Canada as & full parmer as
we go forward, ’ ‘

Todav. i wouid like to give vou some perspectives of the Clinton
Administration on the Summit and its agenda. Befc;ra I go imwo the aezazis
however, let mé give vou the bottom line.

First, it s important o understand where the Summit fits in to the
Clinton Administration’s overatl world view, “ In this regard it should be seen as
a continuation of effores (o0 build 2 global economy where trade expansion
creates morg and beter jobs at home and abroad. 1t began with the U.S.-
Canada Free Trade Agreement. followed by the NAFTA. It conunued with the
emphasis given 1o trade with Asia when Preszaer“ Clinton invited the heads of
state of the Asia-Pacific region to'Seattle last vear. There was the conclusion.
after six long vears, of .the Uruguay Round .giobaf trade negouiations in Geneva
- the most far-reaching trade expansion agreement in history, In May, the |
President moved toward normalized trading ties with China. the biggest of the -~
Big Emerging Markers. In the past vear. agreements were reached with Japan
on construction, rice, telecom, medical equipment, and insurance. In addition,
efforts have been made by the Administration (o help U.S. firms expand in the’
former Soviet Union and the Middle East. Finally, there’is our National Export
Strategy, in which the Administration has worked to promote U.S. products and
services abroad with an zﬁtensm’ never before seen in the United States. In the
last vear alone. zhfz Administration has plaved a role in assisting U.S. firms to !
win some 70 major projects overseas accounting for well over $17 billion in
U.S. exports and 275.000 jobs. )


http:meeting.of

2

(Canada has also been aggressive 1n cagizai‘ziﬁw on {ts international
opportunities. To-a much greater degres than in the 1.S.. Canada is heavily
reliant on exporis. and those exports have accounted for increasing shares of
Canada’s GDP. At the same time. the Government of Canada has rethought its
eXport promotion programs. convening a task force to try to sireamline those
efforts, and redirect rasources to those marmts where export wr'owzh notential is

| STRAILST,

. The Summit of the Americas fits squarelv into our joint interest in
expanding wrade and-jobs by opening new markets and new opportunities for

" North American businesses and North American workers. [t is part of a

“strategy which places the highest priority on competing to win in 2 brutally

competitive global economy. and which remains true’to what President Clinton
has said from the cuser -- that creating a strong economy at home is the best
foundation for a strong geswu}x‘z In the pcasz ~Cold War era.

* - .
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Second. aside from ﬁttzne into our giobal framework, this historic

Summit wiil give the United States a highly unusual chance to work with our

Canadian, Latin American, and Caribbean partners in this Hemisphere to

" éxpand ‘trade and create more and better jobs. Every country should benefit,

but we ia the U.S§, are espectally well positioned. Growth raies in our EXPOrts |
o Latin America are surpassing our growth 1o the £E.U., Japan. and East Asia.
U.S. exports to Latin America have more than doubled since 1985, crearing

00,000 U.S. jobs. For the first six months of this vear. moreover, while total’

U.S. exports-to the world grew by 5.7 percent over the comparabie period in
1993 they grew by 12,6 percent in Latin America, Our expors 10 Mexico and
Canada account for nearly half of our global increase in exports. But we have
done well in the rest of the region. also. For instance. during the past eight
months, exporis (0 Argentna and Brazil have increased by over 28 and 25
percent, respectively, a growth rate over two times that of the Chinese ‘
Economic Area. As early as next vear: the Hemisphere is likely to account for

. 8200 billion in U.S. exports - more than we sell to Western Europe, Eastern
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Europe, and Russia combined.

Starting from a smaller base. Canaézan f:xpc}rts to Latin America are alsof
on the rise. Canada’s exports w"the region grew by 30 percent between 1991
and 199% Moreover, the data on Canadian exports to Mexico and elsewhere in
Latin, America masks the true trade volumes because so much of Canada’s

-
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exporis 1o the r22ion begin a8 exports 1o the U.S.. later 1o be' processed and |
incorporated inio products shipped from U.S. Tactories and ports. | So Canada
has a direct economic stake i the U.S.'s success in penetrating export markers
in the region. . : S

Looking 10 the furure, the prospects are particulariv bright. Growth has
been picking up. Economic reforms have been dramaric. Now the Summit and
us follow up give us the chance © press our rading partners to further fower
their barriers 10 our produets and services -- barriers which are much higher
than the U.S. or Canadian impediments to their saies here. In this respect. 2
major U.5, goal is 1o further level the playing field. Indeed, a receny study by
the highlv respecred Insunte for lnternational Economics in Washingron
indicated hat if there were to be free trade in the Hemisphere. Latin American
countries could tower their tariffs by abour 24 percent on average from 1990
levels. far exceeding U.S. reductions which averaged 3.5 percent in that same’

_ vear. The same znalysis predicted that UJ.S. exports could increase five-fold by

the vear 2002 - from a 1990 base - if we had free trade in the region. [ am
1old that dramatic estimates have been made for potential ngth i Cazzadzan
EXports 1o the region, (00,

%

Third. yin ;almng about trade expansion we should take a br{}ad view of
what it is all abour, Negotatng traditional trade agreements is crucial, of
course. But there is much more than that. The driving force for economic
progress in the Hemisphere is the private sector. The push toward more

commerce, and the jobs that will be created by it, will come deat by.deal, firm

‘10 firm. This puts a top priority on-linking up telecom services all across the

AIMEricas: on crea zlng commen standards for products and services: and on

| szmphfymg, customs procedures - to take but a few exampies These "nuts ‘and

bolts™ are not a substitute for bold moves. 1o iower z}zher *mde barriers. but they
are critical zpvredzﬁms in the real vvorid of business.

In addition. we will have an opportunity to dzssuss with our Latin
American partners ways 1o encourage and assist with their economic reforms.

- The logic-is-simple. -Continued reforms-in- such areas as budget reduction:

privatization of state enterprises, and reorganization of regulatory regimes 'will
boost Latin growth. Over the fast few vears, U.S. exports have expanded by
abmzz [5 percent for every | percent of ificrease in Latin American GDP. Pent-
Lgp demand from the “lost decade” of the 1980s explains some of this, but not
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most. and over the medivm-ierm we can expect that (.S, expors w %z erow
0 10 p»rﬁem for evEry I percent increase in Latin GDP. ‘

®
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Fz}urth he Si.znmx. is a unique chance o work with our nemzsph&r 2ot
pariners 1o bulld more linkages between democracy, free wade, and
mvirmmemai}y sound growth. There 15 no question that the three go 1ogether.
And there 1§ no guestion tat we have 2 unigue moment in history where freely
elected governments acknowledge this wuth: open trade or economic reform is
not an end in itseif. Raising the living standards of men. women.-and chitldren
is the end. ,So is giving them more choices about the way they livé: As.a
thoughtful, now former. Venezielan minister once said. "People don't want
reform because it is zood economics. . Thev wam it because it givés thema
chance 10 have 1 welephone that works or because it makes hoi water run from
thetr showers.” ‘

A
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Fifth, we should be under no.illusion to what is happening inour- "+
backyard. and why this moment is so precious. The number one priority of
~ every nation in our Hemisphere is jobs. I'm reluctant o make it sound so
' Stmpie but when all is said and done, economic progress and 2CONomic security |
. . is what' the post-Cold War world is all about -- and that means more jobs, and
better paying jobs. I mention this to point out that the economic dimension of
the Summit is what masters most o the 34 democratic Governments in the
region. and the nearly 00 million people in this hemisphere. And the
economic agenda 15 deahing wih the central 1ssue in these waning years of the
iwentieth cenwry, and what will surely be the central prwccup&zxon of all the
nations in the %merxcag as the next century arrives.

Sixth, the Sumzmz should not be viewed as only one event, but as the
kick-off ‘of an era eadmﬁ ‘1D sustained follow up on a broad range of i 1ssues
from more rade agreerents 1o the linking of telecommunications systems. It
is. in other words. 2 bcazfmxng and not an end. It is a process. not just a one-
lime photo op. ; - "

et o
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Let me iry 1o pmv;de a t}zt of historical persyectzve as to wheré we are
today with our hemispheric partners. [ would then like to focus on our,
commercial strike in thie region, the opportunity before us, the possibilities for
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extending free rrade. the broader areas for economic cooperation, and the
Summt pz‘&c*ss +eself. - ‘ -

e

AN iilS TORIC Al PERSPECTIVE

i

It I$ ENDOTAN 10 appr»czaze now far Latin Americs and the Caribbean
have come along the path of democracy and market-oriented reform.

, The European influence, particularly that of the Spanish. plaved a very
prominent role in the development of the region, Authoriwrian institutions
provided direction. order. and stability, and made it difficuiz 1o establish
democratic instrutions,  Authority figures had presence. enforced discipline.

© and provided favors 1¢ those who were part of the eswablishment. Even Simon
- Bolivar was unable o implant the democracy which he found so admirable in
the developing United Szatas C
Paradoxicélly, hawavez" the region also felt weak, and sought protection,
whether earty on from colonial masters. or from the United States which, in the
- view of some peeple was obligated to take care of the-region given its position -
. as a great power. Ioa real sense. the United States wuu]d be the provider, but
the region wouid rémain distant. The Cold War heightened this problem as the
United States zave priority 1o ensuring political stability in the region at the
expense of building instirutions which would foster demcoraev and market-
oz‘ze:meci approaches 1© economic deveiopmem b

Poliricaily. the region has paid lip service 10 hemispheric integration for a
. ’ fong tme. It 15 only recently, however, that 1t has been able 1w rid self of the
‘ dated economic notions of the 1960s. including. heavy state. intervention in the
C-economy. It ook the debt crisis and the end of the Cold War for the region 10
~ realize the need for 4 new notion of government responsibility, both in the
political and-economic sphere. Also. at the same time a new generation, many
of whom were educated in the United States. came to prominent positions of
leadership both in the public and private sectors. They saw the rapid economic
e J@velopment -in East Asia-that-was based-on exporttled growil and trade
liberalization. The advances in telecommunications also plaved a significant
role in making citizens aware of oppeortunities bevond their current grasp,

-
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These forces converged w launch the most significant decade of political

and economic rerorm we have seen in modern dmes., J& hethér mczatms were

peacefully removed in Chile or Paraguav, or whetier countries such as
Argentina or Bolivia embarked on fundamentally radical economic reforms. the
region was changing dramatically, The leadersmp throughout the hemisphere
also realized thar the new economics would require their countries 1o become
increasingly competitive on a giobal basis. not just on a subregional epe. The
debt crisis had demonstrated once and for all how these countriss were

- inextricably linked to global markets. and how they no longer could expect 1o
live in'the shadows of economic powers,

We also came 0 recognize the importance of the region 10 our own self-

interests. The debt crisis created 2 severe trade contraction throughout the

hemisphere. h caused a sharp drop in U.S. expors. and 2 loss of many

American jobs irnour country, Although we retained and indeed expanded our |
share of the.region’s import market. in absoiute. terms. it declined by billions of

doltars. The region was laying thé groundwork for a stronger tong-term
recovery, however, and as that recovery began, for the first time in years, there
was a reversal of capital flight.  Not only did productive foreign direct | .. -
investment. incréase, but so did the rate at which the region’s own cmzezzs
brought their own mon&y home. The region finally had convinced s own
cifizens that it was a good, safe p}az:e to tnvest. This was the most 1mporzan.
test of frue confidence in the Fegion’s economic prespects

-
I -+

At the same tme, of course: we in North America were embarkzno onan
aggressive strategy (o ok our economies through the U.S.-Canada FTA, -
order 1o generate more and beger jobs.-and szrcnumen our {:{)mpﬁtztlv& posm{m
at home and around the workd. A

-

'ﬁte NAFTA Ac&g’gvemezzf

- -

These historical developments -- economic reform and trade liberalization

in Latin America, and the desire 10 expand the U.S.-Canada FTA 10 eur third

North- American pariner----canm be said to have reached their-high point in the

signing: of the North American Free Trade Agreemem. Mexicothad undertaken
hard réform, both political and economic, and come 1o the realization that the
old path of confrontation with the United States would do nothing to advance jts

.y
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causes of economic and political libertv. Rather than fight the developing
trends, Mexico would adapt 10 them and seek w0 prosper with the United States.
For our rart. we recognized that these changes were pocurring angd that
there wouid be creat advantage in capturing -a-marker of over 100 million
people who oniv would become wealthier and have more disposable income

. over time. Ve aise understand the importance of drawing closer w a nation of
great energy. itality, and promise -~ 1o which our fate is linked by dinref

geography.
Canada. ror its part. was interested in both expanding tis relationship with
Mexico. securing us access (o the U.S, marker on at least as favorable terms as -

~anv other country: and insuring its paruciparion in furure expansion'in the

o e e e

Hemisphere.

- - .. Building on the path-breaking U.S.-Canada Free Trade Agreement. .
NAFTA is the most far-reaching bilateral trade agreement we have ever put in
place -- a state-of-the-art trade deal.- Its breadth encompasses commercial issues
- tariffs and non-tariff barriers, iatellectual property, services and investment —

" as well"as environmental issues and worker rights. . Many of its fearures could

constitute a baseline for future U.S. trade agreements. Vo
" We anticipate the majority of NAFTA's benefits to accrue over the long- -

rerm as the three countries phase-in efforts at marker liberalizaton and further

solidify our economic integrauon. Nevertheless. we have already begun o see

he fruits of our labor.

The first eight months of 1994, for example. show that U.S. exporis o .-
Mexico were 20 percent higher than in the first eight months of 1993, Our
exports to Canada were aise up by about 10 percent for the same time period.

In fact. otr exports 10 Canada and Mexico were responsible for nearly half of
our global export growth through August of this year. As expected, market
liberalizations have also benefited our NAFTA parers. U.S. imports from
Mexico were up approximateiy-22 percent, and our Canadian imports grew by

about 10 percent. creating what we iike to cail a “"win-win-win” siwation.

™

-
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‘ For Canada. r:{p{}*”ts o Mexico are also impressive. Under, {?‘i& first eight
" months of NAFTA | mpipm“ntazza? Canadian &*{p{}*'t'i 10 Mexi o are.up 330
»+ percemt and Canadian exporis © the U'S. were up berween 10 r{:a 20 Qercmz

zdapem ng on whose figures vou usel)

i
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AS ws‘ai] Know, éxpanded expors mean increased empliovment. Six
_month estimates show that increased exports due o NAFTA have created up 1o+
100,000 jobs in the U.S.. compared to less than 3.000 employees who had been
certified for assistance under the Labor Depariment’s NAFTA Adjustment
ASSISI&Z‘}C“ Program. That'is the kind of net gain that justifies the President’s .
commitment 10 moving ahead with, gxpanding U S, zrade nr{}zzaho,zz the
%memcas

Tht’ contivence of North American economic imegration and reform and
‘revival in Latin America have’ a.~c:>me together to provide the historic z}pncfmmt}
Ve n{;sw face S e wr e wrd o ede e o @ e s e e T

- i *
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"‘.'M " 'Y have mentioned both the historical camext;‘f the recent deveiogmen{s in
the hemlsphere as well ag the NAFTA success. to demonstrate why what we
are domg in the hemisphere is so impcz"zant for our caﬁ%mzzed global success. .
E , *’?hé- region is on &’ saizd economic foundation and seems to have turned
' the ccsmer in terms of winning the battle against inflation., For exampie we
expect regional real economic expansion for this year to agam surpass 3
.+ . pereent, ‘and the inflation rate 1o-fall to around 16 percent (excluding’ Brazz%};
Moreover. there seems to be a gradual convergence of growth rates throughout
the region. This move toward more stable, and predictable, growth augurs well-
for potential eip@r{e:z*s

- To glve vou some sense of the possibilities, consider this rm}gh estimate: |~ .
. . Berween 1983 and 1993, U.S. exporis to Latin America increased from 525.6
o il liOR 10§78 2 bitlion—During that time the average annuai “GDP growthy of "7~ \
= “I‘-raiizz America and the Caribbean was 1.5 percent. Had the growth rate been
" one point higher -- say, 2.5 percent -- U.S. exports would have hikely increased
by 8.0 billion. supporting an additional 144.000 jobs.

. 3
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Acéording o the Institute of International- Economics. moreever. the
potential for expanding U.S. exports if we had a free rrade arrangement in the
"« " hemisphere wouid E}S substantial - some 536 billion more by the vear 2002
than might otherwise be the case even assuming continued reforrmis.in the region
o . {bringing total U.S: eXports 1g;Latin America 10 some S106 billion.) Canacia 5
. relative stake mayv be even greaier. given the low base upon which these
mcreases would build. and the multiplier =ffects of exports o U.S) g;ompan%eé \
who further process goods bound for elsewhere in the Americas.

s b

-

, We aiso have seen a remarkable increase in our foreign direct invesiment
in the region. Our position in Latin America has increased by nearly two-thirds
. over the past four vears. and now stands.at over $100 billion, This s on a par
with the growth of U.S. investment in the Far East. This wend represents a ;
remendous voie of conridence not only in the region’s economic reforms but
also in the prospects for the furure as well. [ am reminded here of how the
. . prospects of 2 NAFTA-spurred trade and investment long before the accord was = -
actually implemented. So, t0o, it seems that business is voting for Latin’ ) '
America and the Caribbean with its dollars -5 the surest sign of confidence there
%  «is. But it i3 also increasingly understood zi‘l“Lazm America that such confidence -+ .,
. 1s only “remted.” and requires constant payments in ii*éﬁ: form of .a continuation
of sound economic management.

. - There (s another pattern worth noting, too. Because of pmtecm}msz ;
import-substituzing policies of the past in'Latin America. U.S, companies have
. tvpically supphied the Latin American market from their foréign affiliates.
_ However. as our neighbors’ economies have opened up, the U.S.-based parents
. of our. multinational corporations are exporting more to their affiliates. " In
' 1982, for example. sales by affiliates were 16 tmes greater.than parent-to-
affiliate shipments., By 1992 the ratio had fallen 7 to 1. In short: investment
, is pulling expoits. And exports are generating well-paying jobs. . '

- : : , o
The prospects for trade and investment come together in the enormous

opportunities which exist for U.S. and Canadian firms in working with our

~~W-~*-"-;'"“La£zzz~:tknlt' jcan;parmers 1o ‘develop thelr pRYSical IRfrastruciré = their roads.”

. - ports, airports. telecommunications systems, power generation capacities. and -

’ * environmental echnologies. for example. On the one hand, inadequate
infrastructure will be a critical bottleneck to Latin American growth in the
future. On the other, the pent-up demand from the deep recession of the 1980s

o
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‘ac{m{}mms rooted in demoarazzc znsumncns and mari(et«meqzed convictions.,
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*is gnormous. hs is the size of e pozenna‘ ::»z'agecs for the *zzture S many of

which will span more than our country.

- Recent reports by the Economist [nteiligence Unit and the World Bank

indicate tha: the demand for investment in infrastructure in Latin America could *

approach 5500 biilion over the next decade - or S50 bitlion a vear. U.S. and .
Canadian firms shouid get the lioa's share of f{}rmgn business. This: mf:luéeg,_
mczd&mallx 33%&.;;& and other *manczal services. where more ﬁ‘movatwn will
be r&qmrfzd than ever befOre to mobilize mnds without Latin sovereign
vuaranteag c, ‘ } ‘ .

. vr £ . .
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?\Ecm that NAFTA is in pl az:e we haw 2 chance*wo, %}mld uporz the
%iem*sp*zare 5 desire for a closer re%a£z{>nshzm and its deésire to build sustainable’

We' need 10 dg this now for several »ery Imp{}mm reasons. ' S

The firSt redson is bt [ beligve zha.t we should do whatever we can o
heip improve the lives of the hundreds ¢f millions of pz:{}pie wh{} live in our

nexghi}ermod

1
I

The second reason is that Latn Amerzzzan economic, reforms are entering.

a difficuit phase. where many of the easier sieps, have been taken..and the more
difficult measures are on the immediate agenda, This is the time when *
assistance and encouragement from the Unired States and Canada will be'
particularly important. Such help can come in many forms. Technical .|
assistance may be needed. We must maintain open markets and growing
economies. But help also means holding out a credible vision of a more’
prosperous Hemisphere for everyone inthe future -- which gets us back to the
Summit, and the Hemtispheric vision it can impart. This vision, to the extent if
is based on more open markets linked 1o economic reform is the best way to:
~ENBUTe-LoONntinued {:apxtal flows-w-Latin America: in-some ways, this assurance -
may be ‘the single mast important cooperative endeavor which we all can wark

on -- for all of our benefit,

-
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The thir¢ r2as0n is grounded in other realities. The world economy of
the fate 1990s =nag bevond wiit be cheracterized by bruwai compeition.
American rirms aid workers have done well in Latin America over the Year 10
secure marke: {nare and 1o earn profits. in 1993, for example. V.5, exports
took 43 percent of the Latin American import market. compared 1© 16.8 percen:”
accounted for by the European Union and 4,1 percent by lapan. We shouid .
aim 10 dg even beuter in the furure, . Thig is ndt just rhetoric. As we ook at . °
other dynamic regions such as East Asia, it is ¢lear thar this H’“mlspi’zez‘e
represenis one of our best bews t0 “az}zzahze on ail {:s? our advantages,” These
include the historical preference in the Hamxsphere for U.S. products, and
services. and the fz{:{ of our geographic and cultural ties. As a Hemlspﬁarzc

. neighbor and home to almos? 30 million Latins dH{f a growing number of people

3

of Caribbéan cascent, we in the U.S. feel that we have a special oppormunity,

*

‘\:x‘ r
Fourth. iinproving actess for North ﬂmerlcm products xr‘zmmmut the

-region atso will enabie us 1o remain an open economy - o the benefli of the . - o

region as 2 whole. So many well paying jobs now rely upon exports. that we

.must give the highest priority (o opening markets abroad. And this openness of

our economies cannot be sustained if we lose those Jobs because others want 1o
expf:m their z.me"mloymem and compe{zzweness problems to the United States
while shielding their own economies. We no }z}nger can afford, nor. shauld our
workers have 10 shoulder. that burden.
. S .

Our ‘friends o the South know this. The autarkic, import substitution
models of | wars agy are gone. - Their liberalization efforts Tecognize the key
fact that in order to fully participate in the international economy. one ‘Has 10 be

© competitive. And. to be competitive, one must be open to new ideas. new -

products, and new technologies. regardiess from where they onginate. Fipally
the expansion of commercial ties and the jobs that will flow are the biggest -
issues in our hermssphere. In my view. there could be no more effective
demonstration of our foreign policy leadership,than to work wzth our trading,
partners 0 expand trade, investment. and jobs m QUT region. :

Finallvr there,is the-issue- of timmg “This is the right time for. EE}E: St
Hemzsph&re o come t&gcther( Democracy has spread: Economic reforms are
in full swing. And all over the continemt free trade pacts are being discussed
and cancluded. - : L

-
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FREE TRADE N THE HEMISPHERE

We expzor the Summit of the Americas o provide the seming . for éﬁﬁnmo :

a post-NAFT.o sraregy in Latin Amema and the Caribbean. “We would like

the leaders w endorse Presideny Clinton’s vision of .extending free trade &

throughout the Americas and io adopt concrete measures that would move the
Hemisphere toward that objective. A Summit that agreed on these objectives
would represent an historic eveni. It would be the first uime that the nations in
our H&mspn re agreed 1o such a far-reaching goal. the furst time that market-
oriented ;}rmc wf:s would have received such a wzdespread formal f:i‘ld(ijS“:}E:Z}L
the first time i3z the nations in our backvard will have agreed on & common
vision for the rumure. .

 The Clinion Administration is currently reviewing options ror advancing.
hemuspheric free crade. We have been consuiting intensively with our trading
parmners on how this might be done, While many of the aliernatives are stiil
under consideraiion. it is fair o say that we are sudyving a wide range of
possibilittes - bilateral trade treaties, multilateral arrangements, NAFTA-type
links. The main point is this: we want to take advantage of any and all,
f}pportum{zz:s 0 Open up markets mz" our firms and workers.

Whatever the ultimate game'pian, it wii}‘have'w be widely agreed-bg all* -

the Governments in the Hemisphere, especially the three NAFTA parters.
And. as far as the United States is concerned, it will. of’course, need to reflect
the views of Congress, the business community, and American workers,

. The game plan should also be clear with regard to the follow up steps
necessary to move.oward expanded trade in the Hemisphere. We all recognize
that cur goals cannot be achieved in ¢ne vear. or even five, But the momentum

toward trade expansion shouid be bolstered and acceierated. And in this regard

a clear roadmap will be a grear advancement over vague pronouncemenis of
intentions.

H

One thing is clear - whatever approach the Clinton Administration -

develops. "fast track” authority is essential. Fast track means that our Congress

would provide the Administration with authority to negotiaie 4 complete deal,
and one which would be approved without amendment. Without this authority,
we would be unable 1o confidently assure our potential trading pariners that the

e,

i
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deal we reavi? o7 the table wiil be the agreement approved upon by Congress.
Our parers ~ouid be reluctan o reveal their boregidiine tor fear that
Congress wouud rv 10 rewrite the deal, Agreements f‘??auld be aifficuit, if not
impossible, |- siose. Without this critical assurance, our- p{zzemlal zrade
partners imigh: o2 reluctant 1 negotiaie: -

THINKING SEYOND TRADITIONAL TRADE § REE&{E\ITS

Muci: o7 what we are talking about here today revolves around trade. and
the traditionai notion of liberalizing trade agreements. But [ want o 1ake a
moment and 1menton that rade should be construed to have a very broad
meaning.

CLet me mantion a few of these broader issues.

0 We should strive o assist in capital market reforms. not only to
ensure greater and more equitable access to the market for a
* couniry’s citizens, but also to.assist in ensuring more active
. .. parucipation of foreign participants. As I have noted; the future .
“development prospects of Latin America and the Caribbean are
heavily dependent on increased privatetinvestment. and it will be
essential to broaden and deepen more of the hemisphere’s markets
i order for these nations to have adeauaie aceess to capital on
reasonable terms, _ oo

0 More transparent and equitabie regulatory systems would be a
great advantage. Governments have come 1o recognize that they no -
longer can intervene in markets as they have in the past. They aiso
recognize that there is a legitimate need for appropriate reguiatory
mechanisms to ensure, for axample, an environment of free and
open competinon. There is a proper balance berween sufling
regujation and a total absence of govermument control. and all of us
should waork to find that balance. Canada, like the U.S.. can set an

-~ example for other countries of the Hemisphere. .

L)
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BRI Stendards are another necessary and appropriale government
‘ ncon, but we should srive o develop standards which act to
srotect the auaiz; but do not act as barriers o commercial activity.

o , Telecommunicarions policies should promote greater linkages and
o not stand in the way of their development. A policy of fighting

rechnological progress will not be sustainable over the iong-term -
the tinkages are being established and governments understand the
necessity of providing encouragement NEcessary o promote ¢ven
ereater efficiencies,

There s a social dimension 1o all of this which is important as well.- and

which also highlights bow imporant Latin America and the Caribbean are 1o us

at this moment, . he ¢onvergence of democrauc institution building with 2
strong commitment 1o private sector-led growth creates an extraordinary
Opportunisy 10 radress 1anszandmg inequalities which raditionaily have stifled
both democracy and truly free enterprise in our Hemisphere. Democracy can -
reinforce people’s opportunity for advancement! just as economic well-being
can provide the catalyst for truly sustainable development of democratic ideas

and institutions. Democracy can act to ensure that the benefits do not go o just

a few. We must take advamage of the moment to lend support to those who
see this social dimension o economic development and who are commired to -
achieving i1 ' e

This s more than altrutsm or "political correciness.” Growth which does
not spread to wide segmemnts of the public means thar the underlving economic
reforms are unlikely to be sustained. A reversal of su‘ch reforms would put -
‘Latin America into reverse economic and poiitical gear - (© no one s interest.
certainly nat ours.

THE SUMMIT PROCESS S o

The Summic itsell will start an extensive process of more cooperation in
the Hemisphers. The best means of follow up is now being intensively
diSeussed ‘among governments. It will certainly involve collaboration with the
private sector -- the aﬁgme of trade expansion. It will certainly inciude
additional meetings of ministers in the trade and commercial arena. We can
expect an extensive prdcess lasting well beyond the Miami meeting.

Rl
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A PAN AMERICAN COMMUNITY

If we tind the right vantage point and look our woward the horizon. we
can see a clzar yoal. I is a Pan-American. Community of democracies. of open
markets. and ol prospering societies, Many roads lead to that bright spot.
More free rode agreements. More agreernents 10 facilitate invesiment.
Programs 10 ¢ncourage business-driven growth through cooperauon on
regulation. standards. infrasiructure development. cooperation on elecom and
energy linkagss, 2nvironmental prowection. '
he Sumimit won't be the end of the process: it will be the beginning.
But with no C2id War, with no maior ideological divide, with solid prospects

for global egonontic growih. with markets opening evervwhere, with economic

reforms gathering steam. with new iechnologies sprouting evervday, with the
imitial suctess of the. NAFTA. with the Clinton Admintsiration leading and
listening and working with our trading partners without the patronizing artitudes

of the past -- with ali this, the possibility for hemispheric reiations never looked °

bguer‘

-

Thank vou verv much.

580
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- SUMMARY

"

We are entering an era when foreign policy and national seczzr;ry will
increasingly revolve around our commerzial interests, and when econamza:
diplomacy will be essential 1o resolving the great issues of our age.’

|
’

_Th:‘st is not the first time that America’s foréign policy focused so heavily
on lits commercial goals. However, in the past we either tried to pursue our
gconomic objectives while remaining aloof from political entanglements, or we
subordinated economics to rraditional foreign policy and rza:zaﬁai security
concerns. We can no ffmger afford {0 do ez?fzer | -

in jézz:-z whereas in the past we have ofien tried to use economic
instruments to achieve traditional foreign policy goals, today, and in the future,
we mcreasmgfv will be using fracf::;onai Joreign policy instruments to achieve
our econpmic pbfectives.

Change is upon us. Where éng:e we measured national power in terms of
throw weights, now we measure it in terms of savings rates. Where once we

- were concerned with missile gaps, how it is the gaps between revenues and
© expenditures. and between exports and imports that concern us.- Where once we

Jocused much of owr diplomatic energy on international security institutions such

- .as NATO, now we must do the same for international economic institutions like

the World Trade Organizarion. Once peacekeepers could be'identified by their
blue heimem and szdeﬁrms ?‘oday they are equally Zz&eiy to be fazmd in b:’ue
suits, carrying Zap:aps

This speech discmses the fusion of foreign policy and economic policy
with reference to relationships with our traditional allies: the Big Emerging
Markets: the economies in transition in the former Soviet Union, the Middle
East, and South Africa, and the special case of China, including the relationship
berween trade and human rights. It also dzscu.s‘ses the changing r{}fe of
technology in owr fongn policy. - ‘ L

i fhgn reflects on some af the features of economiz diplomacy that
differentiate it from traditional diplomacy, and points (0 the efforts of the
Clinton administration to adapt pur foreign policy to these changing times.

.
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' that prepared me so well for the career that ultimately followed as [ moved from

- ways.

3

It is a real treat for me to say a few words at my alma mater. Asa
student. 1 had a wonderful experience here. And { can not think of an education

S.A.LS. 1o the State Department to Wall Street and now to the Department of
Commerce ~- always with a focus on international finance and trade:

I was accepted at S.A.LS. when [ was a senior at Dartmouth, but because -

of military .obligations I asked for a four year deferment. When | was shipped

off to Southeast Asia, I carried with me a very old school catalogue -- { can’t
remember where [ found it - just so [ could remember that a beter future
awaited me. Towards the end of my. army tour, [ dug out that catalogue and

noticed that S.ALS. had a pr@gram in Rangoon. With some Asian experience
- under my belt, and with a high level of skill in speaking Thai (learngd at the
- Defense.Language Institute and on the scene), I decided that [.would begin my

studies in Burma and become a real Asian hand. At the time [.was enamoured -
of the writing of Robert Shaplan, & great wartime correspondent who remained

- in Asia and who was now “doing pzecas for The New Yorker. That was my idea

of fun, and'I had in mind that one day | Would be him —~. repartlng from Asia.

I wrote a 'letter to the Dean saying I"d deczdcd to do my degree in

Rangoon. About two months later | received an answer: the Burma branch had

been closed several vears ago. [ was crushad And so I spent two years in
Washington, and today, [ speak to you as a government official and not -~
might have been the case -- an Asian corrcspondent

When I was at S.ALS., the Vzetnam War was still on, Watergate was
unfolding, OPEC was flexing it muscies for the first time, and good Japanese

' cars were just beginning to appear in America. Nixon had c:k;sed the gold

window a few years before, and the trade and monetary system were in
considerable disarray. The first arguments about interdependence and what it
meant were beginning to be made. [.did not really understand any of it at the
time, but S.ALS. was a wonderful place to feel a part of ‘what was happening in
the world. Like so many memories, a ! ﬁ'll& seems like only yesterday, but also
a lifetime ago.

Indeed, in the tweﬁty years, change has engulfed us in mindboggling

!z is, of course. a c!zche that we live in-an era of rapid change, change .
which seems to accelerate and bulld on itself. But it’s true, :
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[t is some of these changes and what they mean for fc‘:feign‘ policy and
national security, that I would like to talk to vou about.

In 'my view. in fact, we live in a period that has no parallel in the history
of U.S. international relations. The old paradigms don’t work. New approaches
aré needed. Tomight I wou id- like to raise some ideas about kev components. of
this country’s emerging new foreign policy. My thoughts will focus on the o
centrality of commercial issues in our t"orezgn policy, and the changzz‘zg nature of -
our economic dipiomacy. :

‘ \4y concept of economic diplomacy will not be izmzted to tra@tzonal
notions of how governments deal with each other o spur world growth,
coordinate currencies or negotiate trade agreements - although these are crucial’
_elements. 1 want to go well beyond how our economic negotiators deal with -
. their foreign counterparts, and reflect on economic policy as a centrat
component of national security. I want to talk about how we are merging
- economic and foreign policy into a unified, forward-looking strategy for the’
_country - :

Thzs is not a small shift. Bu{ it is one that g,ic;bal forces-beyond our
control dictate. We are at a watershed in hxsmry comparable to that which took
place at'the conclusion of the World War II.* At that time we were compelled to
rethink our role in the world and formulate policies that would carry us forward
through the second half of the century. - Confronted by an expanswmst Soviet
_ threat, we countered with a strategy of containing communism wherever we saw
it. Faced with a mziztary chailtmge we focused on sm:urzty issues.-

I’d like to start tonight with some dnplemazzc hzstory Then I will tum to

a description of our national security as the century ends. From there | will go
'to economic diplomacy in the Clinton administration -- with our allies, with the
Big Emerging Markets, with the former communist nations, and I will zezzch on
the significance of new technological issues. | will‘then turn to how
" international economic policy is made in Washington these days and, finally, !

would like to reflect on the elements of effef:zwe economic drplomacy in the
future. -



. FOLLOWING GEORGE WASHINGTON'S LEAD

Let's start at the beginning, with our first President. ’
Not only was George Washington a soldier, but he was a successful
_ businessman who built Mount Vermon into a thriving emeérprise. And like all
- colonial plantation owners, he was heavily dependent on' international commerce
for his well-being. England was the market for many of the crops he grew, and
‘ ‘France as well as the European continent were where many of his imports came
from. . ‘ . : ‘ )

As a soldier and as a President, in his mind America’s foremost national
interests were commercial. In addition, he felt that the objective of our foreign
_ policy should be to keep us out of any other involvements that did not serve our
" commercial needs. In his farewell address, he initially defined his views on
international relations in the following, generally positive light:

Harmony and liberal intercourse (meaning commercial and
social exchanges) with all pations are recommended by

policy, hamanity and interest.
: He went-on to 1dentzfy as a pnnczpal objective of Amencan fuwzgn poizcy
‘doing what is necessary “in order to give trade a stable course, to define the
rights of our merchants, and to enable the gov&mme:nt to support them."
However, he qualified his. position, SZatmg

~ The great rule of conduet for us in regard to foreign aations iz,
. in extending our commercial relations to have with them s little
political connection as possible. So far as we have already
formed engagements let them be fulfilled with perfect good falth.
. Here let us stop. ‘ -

Moments Iazer, he sn'engﬂ'lened this point of view, stating,

it s our true poimf to steer clear of germanen: al!iaaazs with any portioa of the
foreign worid

Washington was zzot alofie in these views, nor are they a vestige of bygone days '
" at the birth of the republic when such simple perspectives could more easily
prevail. Since Washington, president afier president has reiterated this
perspective.
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The earliest. conflicts of the young natxon concerned vzniatlexzs of our’
commercial rights. particularly those at sea. When President James Monroe
undertook to define the "Monroe Doctrine” which wamed other nations to stay
-out of Latin America, it was in large part with our commercial interests in this
hemisphere at heart. Throughout the 19th Century our international concerns
were driven by our need for economic security at home, from the purchase of
Louisiana to the acquisition of Alaska, from the War of 1812, to Admiral
Perry’s opening of Japan in the 1850s. Indeed, in all the 220 years of American
history it was only during the twentieth century -- only during those relatively
few years when we faced an'immediate threat to our physical security -- that
commercial imereszs took a back seat when foreign policy ‘plans wege C drawn up.
It was a reluctant Woodrow Wzison, respondmg onge agazn to threats to.
American commerce, who led the nation into the first of this century’s major
international canﬂacts World War I, in which major commitments of USS.
troops were deployed and asked to fight overseas. But evén with the memory of
victory still fresh, an America uncomfortable with foreign entangiements - and
perfectly capable of deriving most of her prosperity from her intemal markets
. -- elected Warren Harding to be President. Harding asserted the election was a’
“resounding repudiation of "a suggested change of national policy, where' .
interhationality was to supersede nationality." Coolidge, and: later Hoover -
-- who had made his reputation first helping to rebuild Europe to make it once
‘again a viable trading partner for America -~ reasserted this approach. Their
credo was articulated by Harding: "We seek our-participation in the world’s
exchanges, because therein lies our way to widened influence and the tnumphs
ef peace.” : :

Then came events that forced a ﬁmdamental change Hitler's rise and that -
of a militanistic Japan came as nations d&veioped the means to effectively project -
: force oceans away,.. Now, threats from any major power were not merely threats
Y to our commercial interests at sea or our citizens working in distant markets
~ they were threats to our homes, to our-way of life. We engaged in another
world war and this time we canie out of it forever changed.

¥
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3 mg SHIFT TOWARDS {] VTmNATIONAL_&:mA D MILITARY
INVOLVEMENT

A reluctant international plaver for our first 170 vears. we emerged from
World War [l and then the Korean War destined to become"intemationalist.”
Our armed forces were. stationed around the world, and we were the peacekeeper
against new, awesome international threats. Military force was not-the only kind -
of power that could be projected around the globe -~ so.could political force via
international institutions, alliances and other by-products of diplomacy. We
came to the conclusion that it was in our national interest to develop a foreign

"policy that had as its principal objéctive the containment of communism, and
we committed ourselves to the defeat of an ideclogy that threatened®the most.
basic tenets of our commercial system., We sought to defend ourselves agamst
physical aggression. but also wanted to be sure that the markets and partners on

.which we depended for trade remained free. We assumed the mantle of global
ieadez‘shlp and shified our focus to a new enemy. ‘Said President Harr}' Truman
in hxs 1949 inaugural: * A

The proples of the earth face the future with grave uncertainty, composed
almost equally of grest hopes and great fears. In this time of doubt, they look to the
United States as never before for good will, sirength and wise leadership.. The
American people desire, and are determined to work for, a world in which all uations -
and all peoples are free to govern themselves as they see fit, and to achieve a decent
and satisfying life... Since the end of hostilities, the United States bas invested its
substance and ¢nevgy in a gmz constructive effort to restore peace, stahility, and -
freedom to the world.

This is the §anguage of wartime policy - "making the world safe for
democracy," "preserving the Unijon,” "don’t tread on me" -- turned for the first
time to use in peacetime. And for almost 50 years thereafier, we have had a ,
foreign policy that was conducted along these lines. Facing down the threat was
our objective. And, for the first time, changing the world was our objective.

We did so because we recognized that in the global community we could
preserve our ‘own interests and advance them by expanding the community of
like-minded nations. ‘We had become, nrrevocably, commmed to an actwe, on-
g{}mg international role for America,
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‘economy.

%’ . . 6?
. EAST FORWARD ’I‘Hg CHANGING GLOBAL EB!:RO@MENT

. Think of America at that moment. ‘We were the great vxczer, one of two
remaining superpowers who would dominate the second half of the twentieth

- century. Of the world's $25 billion in trade. 50 percent was controlled by the

United States. We were the center, the engine.. the arbiter of the world

3

Today, we are the sole surviving military superpower. But of the world’s
$3.6 trillion in trade, we are involved in less than 15 percent. We are the leader
-- sti'l the GDP champ by a margin of about a hundred percent ~ g,lt We are no
longer so relatively dominant. Furthermore, as world trade has grown, our |
economy has grown more dependent on those around us. Since 1946, the
percentage of our economy invoived in international trade has increased by over

" 300 percent. At the same time, our unfettered economic clout has been reduced.
. Even as late as 1960, almost half of the world stock of foreign investment

originated in the United States, Today that number is 25 percent. In the mid-
seventies; almost half of Asna s foreign trade was with the U.S.; today it is 22
percent. y

This sea change - the disappeamnce of a;serious rival for military -
preeminence, and the 'loss of our position as an unrivaled economic superpewer,
has brcught us to a crossroads. -

Th& old policies will no longer work. They.muéz be ‘adapwd' to meet the -

‘ ehanges that have taken place. A new world beckons.- Jt is once again a world

in which our commercial interests are rising to the top of our globai agmda
But now there is samethmg different. about our condition. ‘

In the past, when our foreign policy was drzven by our cammercmi
interests we went through periods of relative isolationism with regard to other
areas of our foreign policy.- This approach is apparent in.the remarks from
Prosidonts Wagkrﬁmntz zhrgng}z H,:zrdma We would rebuctantly extend ﬁ?r‘{:e
overseas 1o protect commercial interests — but only reluctantly. We were
admonished 1o avoid. international "emanglements.” Today, however, our
cammerz:za! interests demand that we be engaged internationally on a pérmarent
basis. There can"be no turning back. We must buy from overseas suppliers and

sell to burgeoning overseéas markéts.” We must be engaged to be competitive,
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and to expafzd the job base at home. But, in 50 d{zzrzg, we must involve
ourselves in a web of complex linkages that may seem very much to be
"entanglements,” and that require a new, far-reaching foreign policy 1o serve our
interests. ) - ‘ :

EATIONA §§Q§JQITY A§ [HE QENTQ&! §

With the threat of the Cold War gone, it is wu:lelv acknow!edgad that our
economic interests have returned to the fore. That is also as "history dictates.
- There are few national interests more basic than those pertaining t© our
" economic security, protecting. our Iwehheods and elevating our livip ‘g standardx

. I am constantly asked, "Have our economic interests surpasséd our
N nanonal semmy interests in our ‘foreign po[zcy”"

The answer is clear. While economic issues have rightfully gamed in

" importance,. restored to the central role they have had for most’of our history,
they can never take precedence over threats to our physical security. But to
pose the question is to suggest a false choice. Which-is more importart to you,
the safety of your family, or your ability to feed them? National security and
economic security are inextricably linked, perhaps more so today than ever
before, Therefore, recognizing this linkage and understanding its implications
are vitally important to craﬁmg the successor policies to those of our Cold War
. years, :

The nature of the inter-relationship of these wo sets of iméresis becomes
clearer when either is viewed independently. Ci}ﬁmder for 2 moment our
1mmgdzate national security objectives.

You might identify sev‘e:‘a} core goals:

_ » Defending our borders against attack;
» Helping our allies in Westemn Eumpe Iapan and elsewhere defend
therselves against attack;
« Projecting enough force and confidence to keep others from even
zizmkmg about attacking us or our allies;
+. Preventing disturbances abroad which would disrupt the financial or



8,; :

trading system on, whzch we depend ‘
+ Containing threats such as tem}rlsm non»pmllﬁez‘atzon ar:d NArcotics
trafficking. ' x

But as you consider each of these points, you quickly recognize that to \
achieve these goals, we must set others that pertain 1o our economy. As
President Clinton said during his campaign, and as he reemphasizes time and
- again, economic strength is at the heart of our national security. For example:

» Economic strength and vitality at home are essential so that we can .
maintain a strong industrial base for defense production without sagping the rest
of the economy. This includes maintaining strong domestic uzdustr;es that are

_of strategic’ importance.
. « Economic strength and vitality are essentzai so that we can heié our own '
. in an ever more competitive world economy. The importance of succeedmg in
the face of such competition is essential to higher standards of living in
America, to more and better jobs, and to the morale of the population. The
morale of the population is, of course, essential to be able to ask for and afford, -
sacrifices if times get tough. ’ :
‘ * Economic streng‘m and vitality are essential so that we are never in a
position to have strategic mmenais cut off fmm us-in a time of natwnai ‘
emergency. ‘
o + Economic strength and vitality aiiow us to provide economic assistance
to help other countries in their efforts to combat their economic instability.
Indeed, economic investments early on can avoid more coszly mi!ztary
investments in the future.

+ Economic szmngtb and vzzahty enable us 10 gzve financial supper: to
peacekeeping efforts in regions of the world.

+ Economic strength and vitality are critical to our influence abroad. To
the extent that it is the U'S. market that is the world’s most prosperous and
~inviting, and to the extent we can be a leading force in international trade and

mves‘zment, we mjoy much greater political influence abroad. '

- Economic strength and vitality are critical to growth and enhanced
“influence of U.S, firms around the world, which gwes us important linkages to
ather soa;mes and critical channels of communication and mﬂuence

Of course, this linkage between eeadomics&curity and national security is
not new. You cannot fight unless you can buy a sword. And what is worth

H
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fighting for if it is not for those things which ycu va zzf:"’ The real zt}f is that
gconomic tactics have been used effemxvely as national security tools many
times in the past. From pla{:mg pressurr: on England and-France dzzrzﬁg the

1956 Suez crisis, to trade sanctions against communist countries to recent
embargoes against Haiti or Iraq, we have regularly used economic influence as’
an effective means ei’ persu&szan an altemative to acts ;hat put our troops at
risk. - :

© But in all of these circumstances. gconomics was being ‘used 10 achieve a
. "higher” foreign policy objective: one cansistent with our central ‘goal of
" containing communism, Today, and as we look forward, we sez quite a d{ﬁ’ereﬁt
picture. one in which fz;re:gn po!:cv wiil mcr&asmgfy be used to acklieve
, econorie gouls. - '

w: IP“L Achs TON ADMINISTRATION

| 1 weald hke to dasaass some recent and current issues to gzve you a ﬂavor
of how economic considerations are -being factored into foreign policy and
~ national set..umy deczswn‘makmg in the Clinton administration.

Pacifi c Qmmamm NAFTA, mg ﬁz Z

. The Clinton administration can be proud- of several achievements in the
international realm: * Let me point to three in particular !

The first, enuamated during the President’s first fare:gn trip to Japan
last summer,.was the redirection of United States attention across the '
Pacific.  Acknowledging the. centrality of Asia to our future interests will, in my
" view, be seen as one of the President’s lasting achievements. In initial
assessments of this step, economic reasons for the tumn to Asia were cited: more
trade travels across the Pacific than the Atlantic, the fastest growing markets of
the world are in Asia, our most significant competition lies in Asia
- and so on. But the significance of the decision to upgrade our economic and
commercial engagement in Asia cuts dzrecﬁy to central national ‘security.
CONCerns. , ‘ C

Asia is where the United States’ two major Cold War era conflicts were
faug,ht Asia is home to what some view as the four great pow‘m that wzii
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dominate world security issues in the next century: the Unites States, Japan,
Russia. and China. These countries currently control 70 percent of the world’s
military arsenals. 30 percent of the world's people -and over 40 percent.of the
world’s GDP. Asia is home to some of the most dazzgewzzs situations in the
world today: from the development ‘of a nuclear threat in North Korea to the
potential of nuclear conflict on the sub-continent. It is home to the world’s -
largest army, in China, and a still awesome Russian nuclear capability.” It is also
home to-4 potentxallv pﬁwerf’ui Iapan -
¢ At the same time, the end (}f the Cold War has-led ta lesseriing our
emphasis on the pr(};ectien of z*zz;htary power around the world, While our
forces remain strong in Asia, 1t is our growing investment and trade with the.
‘region that assures these nations that we will bé a permanent presence, that we
will protect our interests when they are threatened and that we will place a

~ premium on stability., At the same time, our commercial links can be very

influential. They contribute to growth and to the generation of jobs. They are
engines of education and training. They are sources of information about what-
is good in our society. They build understanding. In short, even as our role
as a military stabilizer is somewhat wound down, it is offset !}y our equally
mﬁaentuat role as an economic stabilizer.

Another foreign’ policy achievement of this Administration was the
successful conclusion of the North- American Free Trade Agreement -- the
. NAFTA -- ¢creating for the first time the institutional framework for an
mzegrawd \Iorth American market. . : -

‘The \IAFT‘& was a watershed in our recegmt:{m of the importance
‘international trade plays in our lives. :In the vears between 1985 and 1992,
virally all the new 303:35 created in America could be linked to export gz'ewth
The intemational portion of our economy is growing and will grow more rapidly .
in the fuiure. The NAFTA was a demonstration that we recognized this and that
we would continue 1o expand our trade. In the words of the President, we
would "compete, not r‘etreatg” ‘

This was more than just a hard-wcrz political battle, It represented the
articulation and ratzﬁcatmn of a pohcy of intemational economic engagement
that is a prerequisite for success in the new international economy.

E
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. natmnai sez:urlty mitrcst, too, - . .
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Be};ond these aspccts of the NAFTA, however -were the direct national |
' security conséquences it offered. Mexico, a nation of 80 million people had, ’
since its revolution, viewed us.as a threat and an adversary. Its statist, central
planning approach 10 government had led to privation among its people and a

. growing gap between our countries. lHlegal immigration and drug trafficking

and other sources of tension were a constant in our relationship and, unul

" several years ago, there was fo-reason to assume matters' would improve. Then,

in the wake of the 1982 debt crisis, the Mexican government began a political
process that uitimately led 1o the adoption of major economic changes including
fiscal reforms and massive privatization of major segments of the zconomy,
The-NAFTA was created in large part to cement these reforms in place. Part of
the deal was that Mexico would have greater access to our market; Tnd we

would have access to theirs. But this meant a new level of competition that

would leave Mexico no choice but to continue those kind of economic reforms
that would make its economy maore cempemwe thcreby leading to more growth,

" more jobs, and less of a pr:;temzai probiam for us in the future. Put another

way, a pmsperens Mexico was not just in our economic mterest, but in zzzzr

%

The NAFTA also illustrates the idea that economics have waken center
stage in foreign policy in another way. During the past several decades, the
primary foreign policy issue we faced in this hemisphere was containing the -
spread of communism. Today, wherever we go in the hemisphere we-hear the
refrain in response to questions about what do they wish to discuss with the

{Inited States: "trade, trade and more trade.” Consider, for example, the Summit

of the Americas, 10 be held this December in Miami. This is the first
hemispheric summit in almost 30 years. The last such gathering was dominated
by unelected military leaders and discussions of how to fight the communist
menace. This summit will be dominated by issues of economic mtegranofz
economic reform and how economic progress will serve t}w regmn 5 soczal
agenda and consequent political stability.

I'Hll state this ;nzether way. When all is said and done, expanding ’
trade —~ how, when, and where ~is the central foreign policy issue in the
hemisphere. : ' x

A third major foreign policy achievement was the conclusion of the

: Uru‘guay Round of the General Agreement on Tariffs and Trade.

¥
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) Rautif:atz{m of that ag:eement whz{;h will procizzce an avemge 33 percezzt
reduction in tariffs worldwide and stimulate international trade to the wne of .
$200 billion armuailv will be another landmark in the redirection of American
foreign policy and the latest affirmation that trade is central to our national
interests. .o ’

Bm, as with economic engagemem in Asia'and the NAFTA, the GATT
sheuld be seen in a broader context.’ In the post-Cold War environment, a
strengthened GATT can help contain the trade conflicts among the advanced
mdustrzal nations that could otherwise spin out of control, especially since there
is no szz’zg e military threat to hold the allies together. - At the same Jime,
ret:agzzzzm;x that we are entering into an era in which the potential for regional
conflict is a great threat to peace, and that'such conflicts are most likely to
involve developing nations, the GATT offers economic benefits to the
“ developing world that dwarf the total of all official development assistance we
can offer. Since the conflict between nations is often motivated by economic
pmblems, growth comributés'to peace. Furthermore, membership of the GATT

is seen by some countries, such as'China, as certification of their membership in

the international economic community. And it will be in the GATT"s successor,
the World Trade Orgamzazzen that many nations play out the major
geoeconomic issues of the years ahead, such as access to rnarkets access to
technology, and sabsxdlzatzon of strategic mdtzsmes

’I’mde and Qur Zggg’manaf Aiffes

‘ Dumng thc Caid Waz“, allies such as }apan and Germany, not to mention

- other members of the Atlantic Alliance, needéd us. We provided the strategic
umbreila that pm{ecied them from 'the immediate threat p%ﬁd by the Soviet
Union. We also needed our allies for the support and resources they offered in
containing communism. C{}nsequemly, tensions which may have arisen among
members of the alliance over trade issues were subordmated lest they undermine
our secur:ty obiectives, '

When the Cold War ended, a-new realaty was dawmng 'I‘hls was the
subject of my book, A Cold Peace, which suggested that in the post-Cold War
era, dwergmg interests among the United States, Germany and Japan would lead
40 a period of greater tenision among farmer alliance members, I pointed owt
that ‘there would be no overriding strategic framework to contain the -

£
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divisiveness. unless we riade a far reaching conscious effort 1o develop one,
based on a fusion of political. security, and economic conszderatmns Nothing 1
have seen in my current job has altered my view. :

Cansider. for a second. Japan.

It is clear that peace and prosperity in Asia, and indeed around the world,
is almost unimaginable without close cooperation between the United States and
Japan, by far the world's two most important economies. We have »
acknowledged time and again -- and President Clinton has rept:ated}y reaffirmed
this belief -- that no bilateral relationship is more zmportant to us than that with
Japan , ’

. Throughout the Cold War, the tes. between Washington and Tc)kye had as

- zhexr underiving premzse that economic problems betwesn nations were C
important, but that in the end, they would be subordinated to the U.S.-Japan

security ailiance, devoted as it was to- fzghtmg communism and to cama.lmzzg the

USSR and, for many yﬁam, China. '

As we all know, however today the economic pmblems between us and
Japan are very real. As a consequence, the Administration spends much more
time on these wrade and financial issues than on security concerns. The .
President himself has been heavily involved in such questions as how we thirik .
.about Japan’s growth, or what the U.S says about access to Japan's markets for
telecommunications, to take a few examples. No American president in our -
‘lifetime has spent even a fraction of such time on these kinds of issues. But that
is as it should be: This is our'most important trading relationship.” Our deficit
with Japan is huge and growmg Last year it topped $59 billion. At the same-
time, Japan, after Canada, is our second largest trading partner, w;th a bllaterai
trade volume at over $150 bzlhon

In short, the balance between economics and security has shifted in
the case of Japan, with the latter carrving mucb more relative weight than
it has in the past, :

B Crea.nng more such jobs is one reason we are actively working on ‘opening
up the Japanese market.” At the same time, to the extént that the American
people feel Japan is not holding up its end of a fair trading bargain, the overall
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U S.-Japan rt»lazzonsth, including its security dimension, is bound to suffer, As
President Clinton has said, "We do not.intend to bear the cost of our
military presence in Asia and the burdens of regional leadersth only to be
shut out of the benefits of growth that stability brings. It is not right. [t i is
not in the interests of our Asian friends, “ And, ultimately, it is.a trade
relationship that is simply not susmmab!e.

When it comes fo- Germanv and Western Europe, the interplay. Gf
econnmics and national sectzrlty is also’ great. We want to see z strong,
ProSpErous European Union. Our current commercial stake is a reéd§ enormous
" - $350 billion in annual trade and, by some estimates, direct and ingjrect
investments representing holdings equivalent to almost 20 percent of Europe’s.
GDP.” We would like it to be even larger, and have been pressing our trading
partners to reduce barriers to a wide range of products, from high wchnology to
" entertainment to agriculture. As in Asia, our long-term economic presence
will be the most :anglble evidence of our close ties with the European Union

and its members and, as in Asia, to the extent we feel that we are riot being

fairly treated, the overall a!izance, including its military d;menswa, will
suffer,. « :

In ‘the: European case, however, economic policy is security policy in
another way, t0o. Western Europe has, at its doorstep, a host of former
communist nations siiving 1o revamp their economies after half a century of
marxism. To the extent they succeed, Western Europe will benefit greatly (as

will we). But if there are serious problems, we will surely see-an escalation of

dangerous tensions which will result in political turmoil and, possibly, massive
influxes of refugees into Western Europe. This, in tum, will undermme the
economies of Germany, France and the others. Such 3(3{}1'}01‘!11{: deterioration
will rebound against us in the interconnecied world economy. . It is therefore in
our interests to contribute to economic progress in Eastemn Europe and the
former Soviet Union and to work: with the: Western Europeans to do it.

The peint is this: we have major security inferests in Western
Europe. The agenda, however, is 95 percent economic. So are the policy
taals :
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Trade with the Big Emergin arkets
_ The view of the world ['had when [ wrote A Cald Peace has been
supplemented since ! joined the Administration by.the fact that it i$ now
increasingly clear that the most vital component of our future trade growth will
come not from’ Japan and anpe but from a set of markets with which we have
very limited reievam expcmence These are the Big Emergmg Markets {BEMS).

R

 Last September, as part of our National Export Strategy, we

"undertook a study of potential export growth around the world. We saw

that while trade might grow with our traditional trading partners, it would grow
slowlv: They were mature markets and undergoing difficuit times %;ozzomlcai
At best we could hope for a couple of points of growth a year - and it would

take a couple more years for that to happen.. So, we began to look elsewhere. o

We found when we studied the 150 or so markets that might. be called

_ "emergmg" that for the past féw years, a small number held exceptional

pramise for us. We identified them as the Big Emergmg Mark&ts

| These BEMs had been growing rapidly, as .had our expprts to them.
What is more, in the future they would set the pace for the entire world.

In fact, they are likely to drive our export gmwth for the next 10 to 15
' years, representing an additional 31 trillion in trade over 1990 levels by the

year 2010. By the year 2000, we may be trading more with them than we

- do_ with Europe or Japan A decade after that we could be trading more

“with them than with Europe and Japan combined.,

- The ten markets on which we are focussing share a number of traits: they

are physically large and have huge populations; they are growing rapidly; they

have a strong proclivity to buy the kind of products and services in which the
United States excels; and they are influential in their regions. They also have
significant political and, often, military clout and aspirations. BV

In Asia, they include the Chinese Economic Area (the PRC, Taiwan
and Hong Kong), Indongsia, India and South Kaorea. In Latin America,
they include Mexico, Brazil and Argentina. In Africa, the key country is

. South Africa. In the Middle East, it is Turkéy. In Central Europe, Poland.

- The !aaﬁets_hip in the BEMs is preoccupied with achieving growth as
a foundation of domestic stability, It is important to all of them that their
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'pmductnw energies not be sapped defending themselves against neighbors
or worrying about internal political instability. Consequently, they view
security and economic development as twin objectives that are inseparable.
While some among the ten are in fact, building up their militaries, a/f see
their security intérests tied to more trade, more jobs, more investment, It
is not too strong to say that they are obsessed with moving up the ladder of
nations quickly. This is not simply a drive for advancement. Itisa
respoase to raptdlv rising public expectations and the need to satisfy them.
The alternative is papular discontent and, possibly, polmca! chaos

In this enwmnment, not only do we have a c&mpetltwe ng;xeratwe to.
succeed in these markets but our greatest post-Cold War assef is our ability
~to engage these nations economically and commercially — to keep our:

. market open to their products; to encourage our firms to invest there; to
give them. access to our technologies on terms fair to all parties; to help
these governments with their economic reform efforts. During the Cold War

“‘we always said that exportinig our brand of capitalism was a means.of winning

countries over to our side. But for the most part that was not our main focus

-~ military alliances were. Now, the effort to encourage these nations to pursue

free market policies is just about the entire ballgame -- an essential ingredient to
the effe{:tive pluralist political systems which we would like to see established.

The dilemmas we face in balancing our economic and national
security interests in the Big Emerging Markets are many. The
requirements for a very sophisticated program of economic énp!omacy are
very real v

‘The BEMs, for example, are oftentimes the very countries where we
have the most serious problems in such areas as human rights, workers
' nghts, intellectual property rights, lax environmental standards, and
violation of non-proliferation codes. [n these cases, our commercial interests
are.often complicated and set back because we are compelied to pressure these
governments in ways that aggravate our overall relationships. | wish there were
an easy arswer here, but there is not. We are not purely a mercantilistic nation,
and will never-be. We must balance a broad range of interests -~ broader than |
any other country givén our value system-and our leadership responsibilities.

- ¢
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But it would be a mistake. as well. to take our eyes off the ball.. We need
‘these markets as never before. They will be increasingly essential to our °
economy and 1o geod jobs in America. The more we diverge from an intense

commercial focus, the more we will lose out 10 competition from Japan and
Europe -- which is already raging anyway. :

In addition. while we have to carefully balance all our interests, economic
and otherwise. we should not forget that the agendas of the BEMs are
overwhelmingly one of economic growth and reform. Unless we are abie to

- engage them on that zez*ram we will lose most of our influence.
Econoemies in ?’rgggman hd
The Big Emerging Markets do not represent the saie range of our interests
outside of out traditional trading partaers. There is another class of countries
~which are very imporfant to us' — "Economies In Transition" (EITs}),

-countries which are trying to-make the transition from non-market to

market status. These are countries in which our strategic interests m;ght be

comparable to or. even outweigh our immediate commercial intérests. However,

. in virtually every case of an economy in transition, we find that it is
primarily through commercial relations that we can achieve our strategic
goals. ‘

Russia and the other nations of the former Soviet Union are the primary
_example here, We could aiso include in this group South Africa {also a BEM},
~ where a major economic and social transformation. will be occurring as three- .
* ‘querters of the population becomes fully enfranchised for the first time ever.
Consider the former Soviet Union. [ recall a question that was poscd o
a senior Treasury official of this Administration during a debate concemning ‘aid
flows. There was some criticism that Russia was getting more attention than
some of the more impoverished nations of the earth. A reporter askeda . -
colleague of mine tf he thought this was unfair. ‘He replied, "If you mean to ask ~
f do 1 think we ought to treat a country with tens of thousands of nuclear -
© warheads differently from ‘anyone else, then my answer is vou're damaed right I
do!™ : -

Russian stability is crucial to world peace. Economic reform and
some degree of economde vitality in Russia are crucial to Russian stability,
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Russia's vitality depends on its ability to harness its existing resources. For
that it needs foreign investment and expertise.

[ have participated in meeting$ of our U.§ -Russian Business Development
‘Committee which Secretary of Commerce Ron Brown chairs and [ have listened
to the passion of Russian officials as they discuss how important progress is,
how :mportant our economic deliberations with them are, how vital it is that we -
make deals happen with U.S. companies. .My colleagues at the Department of
Commerce have been actively involved in this Admimstration’s unprecedented
efforts to bring U.S. technology and investment dollars to bear in Russia’s great
il and gas fields. These are mu Iti-biltion dollar projects. In my vi Sw these are
Amenca inost 1mportant initiatives. in Russia at the moment.

Consequemly, ergamzatzons such as our Business Development Committee
" in Russ:a have a central role 1o piay in achieving our policy objectives. The
subject of these meetings - the real nuts and bolts of commercial policy from
tax laws to duties, from establishing a commercial law framework to :
strengthening the framework for intellectual property rights -- are the issues that

will determine how quickly we can engage in the Russian economy, how willing -

our companies will be to.invest and trade, how quickly Russia will become
: cc’mpeiitz’v& with other markets in the contest for global capit,ai.

Farthermore because we are now deaimg wnh 3 diversifying economy
“that is spread out across eleven time zones and ' is no longer controlled from the
center, we can no longer afford to be so Moscow-centric or s0'government-
centric. We must deal with Russia on many levels, in many cities, sector-by-
sector if we are to make the most of the changes that are taking place. This, of
course, wa!! ‘be the inevitable result of ever-broadening commercial relationships,
for en{repreneurs will be spread from one corner of the nation to the other, and
they will want to deal with-one another without heavy-handed government
‘ mvmlvemﬁﬁz The ties developed between our firms and their Russian
partners will, in the end, be the most critical ties we have to our former
snemy, for they will be deep, complex, based on truly common interests,
and not tied to a small anmber of personalities. Qur economic interaction
will be the best way to transmit American ideas and ideals. Our firms can
help to lift the lives of Russian workers, to impmve the management of the
Russian economy, and to expalsd Russian grﬁwth ~ all to Moscow’s benefit
and our own, : :

L
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The very same is true in other farmer Soviet republics — Ukraine,
Kazakhstan, and several others. Recoghizing their importance in their own
right -- not as appendages of our Russia policy, we are setting up Business
Development Committees and Joint Commissions to develop new networks of
commercial relations with these newly independent states. And it will be
thfough these kinds of cemmercml links that so mzzch of our foreign policy will
unfold. . - -

Another example of the smportance of economic diplomacy in

‘economies in transition comes in. South Africa. Here, again, isa country that

means a great deal 1 us both as a wiarket and for security reasons. 350{3{5 Africa
is not only a potential nuclear power, but it is, in the words of African
Development Bank President Babacar N'Divae "the root of the tree of Africa.”

It is the best hope of a continent that is ripped with conflict and racked with .

"~ unspeakable pain. South Africa’s economy represents 75 percent of the GDP-of

Southern Africa and aimost 45 percent of that of all of Africa. Consequently,
were the country to be victimized by violence, it would undermine the already
termous grip on growth or better living conditions that are essential to the
stability of baréﬁﬂng states.

The stability of South Africa turns primarily on one issue — - satisfying
the high expeéctations of the newly enfranchised. This will be an euormaus
challenge.. The unemployment rate in South Affica is.over 40 percent S0
percent for blacks. Eighty percent-of the country is without electricity. |
Similarly appallmg statistics exist for access to cle:an water, housmg, sewers, and
at?xer necessary infrasructure. g j ‘

The new goveérnment will be called upan to crea%e jobs and provide the
necessities of decent life that black.South Africans have been denied for 350
years.” But the country has an intérnal debt ratio of 60 percent. Heavy
borrowing will be difficult. We also know that we do not live in a world in
which foreign aid will flow in great quantities. This leaves two choices: an
enormous influx of private sector support or printing money, = Inflation would
undermine the economy, scare off inbound capital and render the government’s
efforts to help the people’ zmpawm Unrest would be certam to result given the
alreac{y high level of volatility in that country. . ‘ ,
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Thus, it is on a commeércial axis that the fate of this country will turn,
Businesses and investors will hold the key to peace in South Africa, the
success of the democratic experiment, the restoration of justice and the
stability of the region. Secretary Brown, speaking for the Administration, has

- cited this imperative, and has cemmltmé the Commerce Department to actively

working, to bring together would-be business leaders. among the newly

‘enfranchised, represenatives of the established economy in South Africa and
American business and financial executives. The State I}epar:ment, the National

Security Council, and other parts of the government as well are giving these
issues the same Kind of hzghu»prmruy attention, This is not merely a commercial
effort. 1t is a national securily imperative. .

" The Administration initiatives are of equally fundamental importance

in the Middie East. If ever there was a case of beating swords. into plowshares,
‘this is it. Trade and invesiment ties will be essential to liftihg up the lives of

the hundreds of thousands of Palestinians living in the West Bank and Gaza. To

" improve their izvmg standards and to give them hope for theéir.children and

grandchildren is an absolutely critical precondition of an enduring peace for
these Territories, for Israel and Egypt and Jordan which have also embarked on
the road to peace, and. for thi’:t’ countries which we hope will do soiin the
ﬁzmm

We are already building the economic alternative to war in the ,
Middle East, Israel has concluded economic agreements with the Palestinians
and the Jordanians, as it had before with Egypt, and U.S. support has played a
key role. We are thitiating new projects in the West Bank and Gaza, with the

help of a unique coalition of Jewish-American and Arab-American leaders called

Builders for Peace. We are providing financing support for the Territories

‘through the World Bank and direct bilateral support, Vice President Gore

receritly joined Palestinians and Israelis in launching a new OQPIC agreement for

“loans and investment insurance to (Gaza and Jericho. We are working hard to

end the anti-Israeli boycott so that we can belp the Palestinians fight the

' fustration of poverty rather than their Israeli neighbors, At the-end of next

month, public and private sector leaders from America, Europe, Asia and the

. Middle East will convene an economic summzt for the entire region in

Casai)[atma
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So, in the dedie East as in other mgzons we can see the vital. Importance
of an economic and commergial strategy for peacefui development. Again and
again, it is clear that the centz‘ai foreign policy issues are depandent on
successfu eg‘anpmlc dzpiemacy in this post-Cold War era.

- The trﬁp{}rtance of economic 15sues in a. forelgn policy context when it
comes to EI’Ys can be summed up. this way

Without economic growth, &eancmxes in transmon Wl“ not remain
politically stable.. ‘ \

« 7 Access to Western markets is essential to theif gmmh

. We will not be able to off&r them access to our market anless there

is°'a quid pro quo ‘through a program of market-epenmg reforms on -
_the part of these wouid-be trading partners; otherwise, the burden
_ ‘on us would be 100 greaz and the pslmca support. at homeé too
" shallow.
+ " The most skillful ézp omacy is nc&ded to ensure that we strike’
the right bargain.

he Case of China: Economics, Human Rights. and More
. Let me dwell o China for a minute, since 1 just returned from an intense
trip there as part of the Presidential Business Development Mission headed up
by- Secretary Bmwn ‘Twenty-four prominent CEO’s were the core of the group,
which made the trip particularly significant for its focus on commercial
diplomacy. In addition, China is a Big Emerging Market - the biggest ~
and also an Economy in Transition. As if that weren’t enough, it is also the .
most visible case of where economics and human rights intersect.

. In May of this year, President Clinton made a courageous decision to
sever the link which existed between our demands for human rights progress in
China and our willingness to grant China normalized trade status (MFN). The
reasoning was that he felt. we could more effectively pursue both our human
rights obiectives and our commercial objectives.if we followed a strategy of
commemai engagement which allowed us to broaden our channels of
commumcanans and our influence with a broad raﬁge: of Chmese pe:}ple

Secretary Brown’s mission was deszgned to implement this strazegy He
pushed hard -~ with great success ~ for the establishment of some fourteen
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commercial agreements which would broaden and deepen our trade ties. He

. proposed the establishment of a U.S. Commercial Center in -Shanghai to
facilitate more American trade, and a special facility in the Commerce
Department to marshal expertise from around the country on ways to develop
our mmmerczai strategy with China. He presided over some $6 billion, dollars
of business contracts for American firms, and pushed hard for many- others
which we hepe will come to fruition in the months ahead.

Th'em is no doubt in my mind thaz eommercial-interactiaa;-over time,’
will give us a stronger basis of cooperation with China on the broad range
- of foreign policy issues before us - including non-proliferation, arms sales,
North Korca and other hazspots, and human r1gbzs, Let me ei‘a%erate on.the
human rights dimension, in pamcular since this received so much. pubhc

¥

During Secretary Brown’s visit, the Chinese govériment agreed to.resumé
a human rights dialogue with the United States. This may not sound like much,
‘given the. plight of individuals in jail or in detention, but how can we address all
these.issues if we are not having a dialogue? The juxtaposition of the
resumption of the stalled human rights dlalogue, plus the dealmakmg, was -
exactly what we had hcped fm‘, and a major breakthwagh

But this is m‘at the fzm story. Infthe Admlmstratmn $ view, our

" economic interaction with China is itself an important part of improving
human rights. It is not the whole human rights policy, of course, but it is’
‘part of it. In general, trade propels the kind of economic grm&‘tiz that will *
benefit the Chinese people, lifting their living standards, giving them more
choices. But we can get more specific. When firms like AT&T or Sprint
‘conclude deals, as they have just done, they are giving millions of Chinese
people phones and faxes — and more freedom to communicate to the
outside world and to hear and see what is happening in that world. When
firms like General Electric or Foster Wheeler build power plants in China,
ordinary Chinese have electricity they didn’t have to cook, to read, to
literally l:ght up their lives.” When Raytheon or Lorale build ‘airports and
supply air traffic control systems, China and the modern, {reedom‘lavmg

- world get that much closer together. :

-
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On his trip, Secretary Brown met with the President of China, the Prime
Minister,,ard two of the key Vice Prime Ministers. He talked to leaders in
many other walks of life in China -~ from business'to city govemz:m He laid
the gmundwoz’k for a much broader interaction between Americans and the
- Chinese in the months and years ahead. This is what commercial- engagement is

all about. No one is saying that we do not fage formidable problems with

. China in the years ahead. But in terms of achieving oitr human rights and
other foreign p{)iif:‘i? goals, there is just one key question: are we better off
- with this strategy, or with breaking off engagement, whlch was the course
we were on?

w F 7

dee and Tez:h:wiagg Policy ad

- Another critical arena where economics and national security ew&zziap is in
the links between trade and technology.” In the post-Cold War era, technology is
still crucial for niational defense, of course, but the purely commercial aspects
* are getting increased attention. [t used to be that much of our leading edge
civilian technologies -- in areas such as computers and aerospace -- were
spinoffs from defense-related research, Today, the flow goes the other way:
many of the great znnevatwns are in the civilian and commercial sectors,

Some of the ways that trade and zechnology impact our foreign poiicy'
now are straightforward. Take export controls. - No one denies that the need to
retain controls is essential to national security -- such as preventing nuclear
profiferation -- but controls which unnecessarily hold back U.S. exports are .

. increasingly being eliminated. This is a major. change in the calculation of U. $.
. interests in the world, and demonstrates the importance attached to exports, and
also to the influence we can have abroad when American companies are
~ permitted to compete in the g}obai marketplace wzthout one hand t:ed behind
their backs. ' :
Another snghtfomard example of the new emphasis on technology for
‘commercial iﬁaéershxp is the Administration’s focus on research pannershxps ‘
with industry, There is now in place an extensive web of "joint venturés”
between government and industry funded by the Departments of Commerce,
Energy and Defense, as well as a variety of other agencies.. The projects range
from the automotive sector to the' medical field to flat panel displays. The
_purpose. is to rejuvenate our technological base by channelling a good deal of
the effort and resources which once went into military defense toward our. own
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economic ‘vitality and competitiveness. - It's all further validation of President
Clinton’s policy that in order 1o be influential abroad. we need a growing and -
vibrant economy at heme The central core of our ferezgz‘z policy, in other
‘words, i$ a strong eténemv .

One of the most far-reachmg aspects of trade and tez‘;imaiegy -- one which
" clearly brings into- play Our economic drpk}macy -~ i3 the National Izzformazwﬁ

. Infrastructure initiative. better known as "the information superhighway.” This
new system will connect the country -- our firms, our governments, our
communities, our universities and libraries, etc. -- with the most niodern
communications technology. 1am no expert on this project, believe me. But I
-do know from my trips abroad that leaders in many other nations- afe anxious to
"hook up” to the infrastructure we are building. It's a bit like what we created
with the NAFTA, in my view: other nations wam to join up in this far-

"+~ reaching, ﬁzmz‘e«}rzem&d venture:”

. Moreewr, if it is America that sets the standards by which the .
information age is wired, if it is American information producers and software
companies that turn their commanding lead into the market domination of the
future, if it is we who devise the systems and the software that makes it all
" go -~ for all vo:ce data, and video communications and processing -- if all this

happens, as [ believe it will, then we will have not only an economic game plan .

for success, but also a strategic game- plan for maintaining influence, for
encouraging open markets and open socwtles, for Spmadmg our ideas and zdaals

, M&KXNQ& P()LIQY IN THE NEW ENVIBQNMQQ I

Rf:::i}gmzmg that times have chazzgsd and that new. poincxes are needed is
important, but it is relatively easy. The challenge is not _}ust in devising new
approa{:hus, but in implementing them,

Economic Policy is Oﬁen Mare gamg&caied Than Traditional

Defense Policy

Some- of the problems are pract}cal‘ it is easier for gevemcnts io move
missiles and diplomats around than it is for them to achieve ecanomxc goals.
But there are several other reasons, :

-~

FEY+
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First, the politics of economic actions zmohe many more special interest

. groups than those of traditional foreign policy actions - especially as more and

more Americans recognize how dependent they are on international trade for
their livelihood. The balancing of domestic and international economic
consideratons is playeé out evervday now,

. [ncreasingly, for example, we want to elevate ezmmnmemai pmt&ctmn in
our overall international economic policy. Some offi cials are pressing for trade

" sanctions when environmental goals are not met.. Others, aizhwgh weddcd 10 a

clean and safe gi{}bai habitat, are agamst such linkages,

Another exammple is our laws whzeh pmtf:ct Us. ﬁrms from e dumping
of unfairly priced foreign products into the United States. Many industries want’
the laws to be tightened. Others believe that consumers benefit ﬁ‘(}m cheaply

", = priced g,eods and want to see thf: laws diluted. \

There are many other examples, of course. But this much is clear:
issues such as the link between environment and trade and antidumping
laws are now questions of high foreign policy, for they are having a major

" impact on how we degalap and conduct trade policy. -

The multiplicity of voices and the power of special interests are reflected
most clearly in Congress - which is as it should be in our democracy. More
than in any other major country, Congress plays a key role in trade policy -- in
fact, Congrass has the constitutional power to regulate trade, and delegate
authority to the Executive Branch as it sees fit. In today’s world, this-
complicates a foreign policy which is so centered on economics for this simple -
reason; Congress is the ultimate political institution, as we know, and all -
politics (as the fate C{mgressmau, Tip O’Neill, so aptly said) is local. On
the other hand, all economics is now global. Therein lies a tension which
rarely arises, at least with the same intensity, when we are mobilizing
troops. :

A second reason why the conduct-of international economic policy can

be so difficult is that while in the defense arena, governments are the main

actors, in the commercial realm we have to deal with private companies.
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Many of the corporations have multinational involvements; their ‘interests may
“not be the same as that of the purely Anierican interest, at leas{ as the
Administration and Congress wou d dsfme it ~

Thlrd even as the need for economic d:pit}macy increases,
governments have less power over the inteinational economy itself. The
private markets bave grown exponentially, and it is they that drive so much
of what happens. A trillion dollars changes hands in the foreign exchange
markets every day. Last year more American money went abroad in search of .
_ investments in stocks and bonds than did so in all of the 1980s. Governments
. have crucial roles 1o play, of course, but they are no longer in ccﬁ{gi, )

Finally, many of the traditional instruments of foreign economic
policy. are of greatly diminishing utility. It is increasingly difficult to use
© our vast market - to open it ot close it -~ as a foreign policy tool, because
free trade is so imbedded in our way of life. Foreign aid is of virtually no
leverage because the countries that reaily count in the caleulus of our
interests don’t need it. As I mentioned, unless non-preliferation or certain
types of arms sales are involved, we are less and less apt to use export
, czmtrols for foreign policy purpases, ’ :

E

Recognition of the I aﬁancmf the ”:’Vu{g and §Q{§§_

of Commercial Policy

In the past fifty years, the "high pahcy" pursuits of fongn pohcy
speaahsts focused ‘on geo-strategic issues, the big picture management of
containment; the bravura of shuttle diplomacy. To date, the glamour pursuits
of economie policy have been the big geo-economic concerns: global trade
negotiations, macro-¢conomic policy management, and annuai summit .
meetings. But the reality is that the buikii:zg blocks of effective economic
diplomacy are often very technical, What is more, economic interactions
between nations take place on many.more levels than political interactions, the
majonty between’ private sector entities that gcvemments canmnot, and should not,
control. “In fact, the unit of econpmic interaction is very often the deal,
something so small that it can take place between two peop{& at opposite
ends of a phone or fax connection, yet every bit as powerfully binding than
ever: the grandest of international treaties. | =
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‘As a consequence, very important aspects of economic diplomacy can take
place at a very detailed, often arcane or obscure level.
Consider how .important regulatory or standards harmonization is-to the
process of linking economies by facilitating wade. Congider how. important are

the technical impediments to linking two phone systems or electrical power grids

to the sconomic reiations between ¢ountries. Consider how these factors have

AZr‘artsforme{d the foremost leaders an the world stage as President Clinton was

forced to become conversant in the details of the Japanese cellular telephone
market and former Prime Minister Hosokawa becameé knowledgeable about the -
nuances of government procurement and President Boris Yeltsin feiz ebhgated to

steep himself in zhe details of market access: issues.

‘ lssues such as tax weaties and allocation of the radio spectrum are the

" nitty-gritty of commercial policy. In the past, they have been viewed as

disparate, often marginal concerns, the specialized pursuits of narrowly focused

- technocrats. Today, we see that while each may be seen as a separate thread,
- they weave together to become the fabric of commercial policy. - We must view-
_them as such as we seek to harmonize them, to orchestrate them to ensure the

best posmble outcomes in our economic diplomacy whether our objective is
more jobs at home, faster growth, increased trade, higher savings rates, closer

© relations between nations, creating economic znaentwes\ or disincentives for the
actions of other nations or the other such goals of economic diplomacy. .

It is no accident, therefore, that one of our principal mechanisms for

- building relations with key countries, be they Big Emerging Markets or
. Economies in Transition, is govemment-to-government commissions to deal with
~ a host of commercial issues together, to begin to view many seemingly disparate

and technical issues.in-a broader policy framework. The Business Development
Committee in Russia is, as I have said, a centerpiece of our foreign policy. So
is the Joint Commission on Commerce and Trade (JCCT) with China. So wili
be the Business Development Committees and their equivalents with South
Africa, Argentina, and India that are now being formed.” | predict that this will

. become the pattern-more and more, ds such issues as-tax treatment, intellectual
property rights, standards harmonization, and others become central to trade,
‘central to our exports, central to the health of our econonty, and hence, central

to our national security.. . o

s
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‘The F conomy at Haome Matters Most
We must rewgmze too, that just-as domestic pwspentv is & by-product of
international economic, siccess, our interational economic clout is dependent on

successful management of our domestic economy. Success abroad begins and
~ends at home. This is why President Clinton's forceful stand on reducing the
" federal budgfzt deficit is so vial mtemazxonally From prowdmg better health

3

care to American workers'and families, to educating them o they may compete
more effectively, 1o'making our streets safer, what we do at home has profound

- zmemauerza% consequezzces

Becaus& of the importance of these issues, in some re:Spe::z domestic
economic diplomacy is a critical component of sueeessﬁ.l | internatidhal economic
diplomacy.” This entails effective relations between the Administration and

Congress and ‘between the Administration and the business and lfabor

communities. It entails our being able t0 present our. foreign policy and
economic policy goals 1o the American people in a comprehensible way -- to
explain how foreign and economic policy are now one and the same, how we .
are pursuing our objectives in each area. These issues were brought to life in
the debate around the NAFTA. Winning that debate was a most important step

'in gaining 2 mandate for the kind of international economic policy we will need

to serve our natmnai znterests - e - . ’

“In the vears ahead, 'there will be much more to do to revitalize the United
States economy. We spend just one-third as much as a percentage of GDP on:

" infrastructure as do Germany or Japan We spend as much on our military as

do the.néxt ten highest spending nations combined. Choices must be made as to
where we want to invest to transform our industrial base from Cold War to post- -
Cold War status. Our international policies must serve these ends. . And, where
possible, we must step beyond the limitations imposed on us by ideclogues who
decry any government involvement in industry.

In addztwn to make the pohews these new czrcumstaﬁces éemand we are

‘makmg intenal adjustments within the Clinton administration. They-take the
_form of a cabinet which works as a team in pursuing the Presiderit’s objective of

focusing on a strong economy as ‘one of the core elements of our foreign policy

1}
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Not long ago, for example, Secretary of State Warren Christopher
went to Japan. In the past, his predecessors would have spent most of their
time discussing political and security matters. They would have left trade
policy matters relating 1o economic growth to others. Not thié Secretary of
State. Instead, he carried the Administration’s message that economics was as
- important to the U.S.-Japan relationship as any other aspect. He spoke
forcefully in private and in public about the need for Japan to epen its markets
wider dnd faster, and to stimulate its economy. Secretary Christopher’s role
| embodied perfectly the fusion z}i formgn pohz:y and mmmemaﬁ polzc‘;

[ might add that this is mcreaszngiy true of the State Depamnent

" generally. Many who work for Secretary Christopher in Washingtd are highly
knowledgeable about economic and commercial matters. They weigh in on
these issues not just from a traditional foreign policy perspective; but with -
extensive technical knowledge about the policy issues themselves, On my

"' travels abroad [ have been extremely impressed with the ambassadors [ have

met," all of whom have elevated the commercial mission to the forefront of their
responsibilities. Since the time that [ was at State in the mid-1970s, in fact,
there has been the equivalent of a revolution.

The other side. of the story is the.widening briefs of agencies that have
traditionally not been seen as having any role_in foreign policy. The Treasury
Department has been a major player. in foreign policy in the past, but its role
today is even more importam It would be a mistake o think, however, that .
Treasury’s mandate is confined to finance. Secretary Bentsen and his
powerful team exert major influence on virtually every economic issue,
Bentsen’s trips to Russia, China, Indonesia and other places were critical to our
overall foreign relations in each case. His importance in gaining Congressional
support for the Administration’s globai economic policy is also critical.

The U.S. Trade Representative is also a major player in the-nation’s
foreign policy now. As the leader in all trade negotiations, the chief formulator
_of trade negotiating strategy, and the key link with Congress on ail trade matters
large and small, it doesn’t take much to-see why Ambassador Kantor and his
staff are heavily involved in so many foreign policy and national security
“questions. On Japan, on China, on the Asia-Pacific issues, aﬁd on Latzn

America, the USTR is mdlsperzsabie -
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My own department, Commerce, is also invoived in 2z broad range of
. issues that contribute to the development of foreign policy. Secretary
Brown's chairmanship of the Russian Business Development Committee, as |
mentioned before, is critical to U.S.-Russian ties. Secretary Brown led the first
Presidential mission to South Africa, and. continues 1o play a leading role in our .
relations there. He has had a central role in the Middle East, leading
commercial missions essential to the peace process. His recent trtp to China,
and the success of commercial diplomacy is another important example. His
' broader rf&spczzsxhthues in technology, telecommunications, the environment, and
- his involvement in trade strategy also put him at the center of the action.
Creation of the National Econ Qgggzc Council ¥
- The cfeation of the National Economit Council (NEC) aiangs&de the

a!rﬁady existing National Security Council in the Clinton White House was
- another sign that the President recognized that we need new institutions to
accommodate changing circumstances. Several staffers hold dual
appointments to both the NEC and the NSC. Many economic issues
demand the attention of the National Security Council - such as.our Japan
debate. Many national security issues have a major economic component —
such as the debate over export controls — and get the attention of the NEC.
Is China policy an economic or a nstional sacarzty issue? It is both, and it
"is handled by the NEC and NSC together, in the closest possible kind of
coordination.. So are such crucial issues as trade policy towards Russia or the
-next steps in extending free trade in Latin America. But, viewing any of these
issues from both traditional national security and economic perspectives, giving
full reign to both sides, effecting & balance, or changing the existing balance
when necessary, ¢an still be dislocating and demands’ continuing adjustment of
how we think, how we coordinate, and how we implement policy.

I believe that the Clinton administration has done an exceptional job in a
short period of time in recognizing the imperatives of economic diplomacy and
in integrating them into our foreign policy. 1 doubt that anyone inside or.
outside of the Administration thinks this is the end of the issue, however; in

L ]
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fact, we have just begun to make the dramatic adjustments that will be necessary

as the United States pursues its interests amidst rapzdisf changing economic
realities:. S : - :

For the future, I would point to several dimensions of pal:ey that
present particular challenges.

* First is vision.. I keep thinking about the generation that came to
power during and after World War Il. They had the vision to create a world
order out of the wartime destruction, They had assimilated the lessons of the,
1930s and were determined to build an international system that wopld contain
and overcome those problems. Looking back, we must coniclude that they were

remarkabiy successfui

Wuhm the Cimtnn admmzstrauon, { think there w:)uld be a congensus

-

" about the kind of world order we would like to see at the tum of the century,

and beyond. But what is different, today from, say, the late 19405 or eariy
1950s, is that it's .not enongh for just the Administration itself to have a vision,
We are a much more democratic society than ever before.. The explosion of
communications and information services means that the Congress and the

~ public must share and support American goals, if they are to be realized. This -

sounds. like Civics 101, T know, but the challenge is enormous when we are
dealing with the complicated issues [ have raised in this speech. In the late
19405 and 1950s, there was a war to react to, and there were good guys and
bad guys in the world. Today, the "lessons" of the Cold War are not as
crystal clear, and the line-up of nations does not so easily lend itself to good
and bad distinctions. So, building a consensus will'be very dlfficuit. But
there can.be no viable strategy without i,

Second, as I hope I've. sh(}wzz; economic diplomacy is different than’
merely economic palicy ~ it is-the fusion of economic policy and foreign
policy. Althongh we’ve made an excellent start, we need to give more
attention to longer-term strategies with our trading partners, trying to.

‘preempt crises hefare the automatic force of our eiabarate faws kick i in,

giving more attention to the analysis of the people and institutions that run
foreign countries, figuring out their constraints and their needs so that we
can find effective solutions to real problems. ‘We need to back up the
pnrsult of mzr bilateral geais wﬂh early and consistent mu!tziattral effarts,

-
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' bm!dmg constztuenmes for sur point of view, learning kaw to cajole azld
persuade belmzd the scenes,

Third, our international economic diplomacy will have to -take int6
“account the growing role of pnvate entities that more and more determine
trade and investment patterns. It is private business, after all, where .
money, tachnmogy, and even information on other countries most heavzfy
resides. It is the financial markets which make the critical assessments

about whether governments are pursuing the right Kinds of policies. When

.- Iwasin Washington in the mid-1970s, involved in foreign policy from the
vaitage point of the State Department, these factors were ot so well
_ recognized. Today, they mcreasmgly are. - : '

- Fourth ‘while no one wants or mtends to surrender sovereignty, it is'a
fact that our ability to act unilaterally has i increasing limits. It's not just that
we have fewer unilateral instruments at our disposal, but that we ourselves are .
helping to create a world of more multilateral structures - from the NAFTA o

. the World Trade- Organization -- where policies will be made and disputes,

resolved. In'many ways this 15 a new ball game for us, and we must learn to
piay it well.

" We should not underestimate the sea chaﬁge that will be reqmred
For years our diplomacy in the UN Security Council or in the multilateral
networks devoted to arms control was staffed by people who were highly
specialized in maneuvering diplomatically in those settings. They knew the
substance of policy and the international politics, We are dangerously short
of that kind of person in the trade and economic arena - especially when
you consider how that arena is expanding. This is all the more true
because our top economic officials frequently come from outside the
government, They know the issues. But they have mueh less expenencc in

1

the politics. And they are unlikely to spend enough time in the gowrnment :

to fea rn.

, Fifth, when we talk ahout economic dipiomacy, it’s unportant that we
" have some hierarchy of goals, or else we can drown in a sea of the

complexities I've discussed. I'd like to suggest three quéstions that should

always be asked at the Beginning of any discussion about our foreign policy:

o
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. What are we doing of direct benefit to the U.S. economy? Are we
creating jobs? Are we improving living standards?

What we are doing contributing directly to the avoidarce of war?

Are we contributing to global economic expansion, fostering a rising tide -
which lifts all boats, including ‘our own?

-
T}

These aren’t the oniy questions but they shouid be the;fstaniﬁg point.

Finally, we must give increased attention to the social underpinnings
_of our economy -- exactly as President Cimtan is doing. The "soflal agenda”
-« from health care to the prf:\rentwn of crime-to better programs for education
and training of the workforce -~ is an essentxal component of our ability to
sustain a strong open economy in a competitive world. ‘We must find ways to
extend the economic benefits of open trade, and to cushion the impact on
. farnilies of the dislocation that takes piace in this rapzdly changmg worid ’
gconomy.

Of this I am convinced: despite the radically ordered nature of foreign
policy and foreign economic policy, America must continue to be the world's
leader. We may have to alter our traditional style to fit with changing
requirements, but uniess we are out there pusbmg, most things w;ll go the wrong
way “for us.

~Thank yau very much

%
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.. Similarities and dxfferenccs in. how the two, countries are pmzwcdz:zg in'the
“information technology arena, and also outlings the agenda for c&ep&tzzzzm
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Twenty years ago, only 58,000 corputers existed on the globe Today,
more than 50,000 personal computers are soid worldwide every ten hmus

Five years ago the global Internet was compased to 217 nebﬁarks
Today, there are 22, 000 nctworks ‘and a new one srgns up eve:ry th:rty

-+ Tminutes.

In the early 1990s, American companies for the first time spent more on
computing and information technologies than-on mining, manufacturing and

. farm equipment. Today, about 60 percent of all U.S. workers have jobs which

depend on mformanon intensive activity, and as new jobs are-created we
esnmate that cxght out of ten will be information-driven zzzdzzsims

‘ By any standards, we are witnessing dramatic change in the way we
work, play, and communicate with one another.

This speech begins with a description of the Clinton Administration’s

commitment to build a twenty-first century infrastructure for the information

technology which is emerging. It then focuses on two aspects of the
fmfazmatie:z revolution — trade issues, and U.S.-Japan relations.

The effective use of new information technelogws has become the
foundation of competitive firms and nations in the 1990s and beyond. The

sdvent of technology allowing us to translate many products into dxgstal farni-'". e

Q\P

and transmit that information at enormous speeds across borders is changmg
our concept of trade and forcing us 1o look at many of our tradauenal
approaches with a new pcrspecnve: :

The (rade issues are intellectual property rights product and service

standards, rules of origin, market access, trade in services, different regulatory
systems, and compemxon policy.

between the governments and firms of thé two nations.

P
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It is a great pleasure to be here today to discuss the future of information.

technologies, the industries they will spawn, including the burgeoning
businesses incorporating multimedia capabilities, and the trade this revolution
will spark. T am certainly not an expert on the sophisticated technologies that
many of you are developing and aimady using. However, [ would like to

~ contribute some perspectives on areas in which I have been involved these day&
~ the interaction of new information technology and trade, and the increasing
1mpczanves for U.S.-Japanese mperaﬂcn on both a bilateral and global basis.-

. As many of you know, President Clinton and his entire Administration - -

have placed the highest priority on harnessing technology for the benefit of not
only American citizens but also men, women'and families everywhere.. He,
Vice President Gore, and Secretary of Commerce Ron Brown have presented a
vision of a National Information Infrastructure which is the U.S. part of &
network of networks - the Global Information Infrastructure. They have
creatad partnerships, in spirit and in fact, with the businesses that will build

~ these information highways. They have articulated the critical principles on

- which American policy will be based, and suggested similar ab;achvcs for our
tradmg partners.

In addmén Ambassad% ﬁick&y Ka.nmr has facussed on op::mg new

markets in the telecommunications sector -- inchuding efforts in the Uniguay

Round, in separate negotiations with the European nations, aod in the context of

the U.5.-Japan "Framework” talks, Ambassador Kantor has also pressed other
nations to adopt more effective. Jaws and regulations to safeguard intellectual

property rights, & criticai part of an effective global information infrastructure, ...

- The Department of State and the White House Office of Science and
Tﬁchnology Policy bave also pleyed crucial roies in negotiating new
arrangements for scientific and technological-cooperation around the wotld..

_ The Department of Commerce, where [ work, has had a i:anicularly
broad role in information techoology, Secretary Brown heads up the

" Administration's Information Infrastructure Task Force, which coordinates

information policy within the government, and reports to the President and

__Vice-President on the activities of its three policy committees. He also

"appointed the members of the U.8. Advisory Council for the'NII, which brings
private expsriise to bear on our policymeaking process., Several of my
colleagues have front line responsibilities: Undersecretary Mary Good, who

e
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users in the United Ez&ms by the year 2000, By 1993, the mzznber had rc-achcd

16 million.
"\ﬁ’gf"*,«w& i

T .
. There are many more such’ exnmplcs, of course, which leads me'to |

present one more guots, which I beliove is right-on target. It is by Jeffrey

Katzenberg, Walt Disney's studio chief, who recently said about the

information highway, "It will be the first time a roadway, a railway, en airway,

or a phenmy has ever been built to a place fez which we don’t kmw the

émmaﬁcn

1 don*t want tn belabar aﬂ the trends whmh shaw how fast thmgs are
moving. Suffice it to say, the world is witnessing an unprecedented

proliferation of high technology products and services that will bave a'profound -
. impact on our societies, our econories, on international relations, and on trade.

Just two examples by way af ﬂiustrancn

Twenty years ago, izn!y 50,000 computers existed in the entire world;
today more than 50,000 personal computers are sold worldwide every ten
hours, '

Or look at the Internet; New networks are signing up to the Internet
every thirty minutes. Five years ago, there were 217 networks worldwide, with
less than one percent outsids of the U.S. Today there are 22,000 mztworks,
about half of which are in other countries,

"Toa gmt am:nt economic growm in ﬁmf:rma is now b&mg dmm not

" just by the service sector, but by the computer, software and

telecommunications industry. According to some estimates, for example,
business and consumer Spcnding on high-tech equipment accounts for nearly 40
percent of GDP expansion since 1990, Investment in information wchnology is

~ increasing productivity throughout America. Exports in 1993 exceeded

overseas sales of aircraft, traditionally our leading exporter.

’nzelnfermatamz Rwokxtzea has had @ profound impact on the

» composilica of the workforce. It bas begun to transform the workplace into an

environment where the manipulation of information, rather:than materiais, is

the most highly valued product. ‘Nearly ten percent of U.S. economic activity

&
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. is naw generated in the znf{;fmamm sector, but about 60 percent of all U.S.
. ‘workers have jobs which depend on the information they penerate and receive
on advanced information.networks, More startling, as new jobs are created, we
estimate that 8 out of 10 are in the information-intensive sectors of our
. ecopomy.

*

Eve.ry mdzzstry wln dramatically affected.

. Manufacturcrs will have new options. Boeing, for example, established
an international network for designing its newest aircraft, the 777 Japanese
engifeers working on portions of the fuselage and wings are linked
electronically across the Pacific. The entire plan was developed on computers,
without any paper. Advanced des:gn software ensures that the thousands of
parts manufactured around the world by the many 777 suppliers ars
characterized by up-to-the-minute inventory control, delivery and just-in-time _
production.

‘ In financial swzzces, advanced voice technology promzsas o change
- banking as customers are able to talk to bank computers over the telephone at
any time to makes deposits or move their funds over a range of investments.
. Traders will soon be able to use their computer terminals to view events amzmd
the world that affect their buying and selimg securities.

When it comes to video, intersctive television wﬂl prcvzde movies on
demand, as well as extensive shopping possibilities. We will be able to design
our own TV channels, drawing from extensive menus of films, documentaries,
comedies, and news programs. Think of your television as & computer, able to

~¢connect to an unlimited mzzxzbar of programming sources from around the
world, v ‘

Health care is already being revolutionized by computerized record
keeping and billing procedures. Telemedicine ~ in which medical specialists in
one area of the world can help guide delicate surgical operations elsewhere - is
already here, too, Visoalization techncxagy for creating animated-and three-

. dimensional models of human anatomy is now used in clagsrooms and
conferences to educaw and train suzgmns and nurses. ;

In fact, all :edncanun is 'bgzgg revolutionized. On-line education is

o | ﬁ
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becoming more prevalent; all the world's libraries could someday be accessible
to every student; multimedia video techniques will enhance smdeatx’ interest in
learning and ability to retain znforma’acn,

. “Tourists and business travelers will soon be able to carty & small
electronic "concierge in a box" with maps, hotels, restaurant directories, and
other information useful to visitors in an unfamiliar city. L

Retailers will use infermation technology for on-demand inventory.

" Instzad of customers coming to retail stores, retailers will increasingly be the

ones who move to-their customers via computers and television. -

.. With the newspaper of the future, you will be sble to customize your own
readmg and interact with it -~ calling up more text, diagrams, or video clips
about sz:;mes that interest you.

" The telecommunications industry itself is in a constant state of ]
transformation, cven as it transforms other industries. Today's networks may
soon look like the "Mode! T" once did, as new.products,. services and delivery

- systems proliferate under the pressure of deregulation and competition,

The list goes on...

W,

The concept of the National Information Infrastructure, gencrally referred
to as the NII initiative, is to enable all Americans to access information and
cormmunicate with each other using voice, video and/or data over a high-speed,
nationwide network, anytime, anywhere. The NII will integrate and
interconnect components of the network ina ;echne}cgzcally ncutra! manner that

. does not favor one’ mdustry over another. o ‘

1 Our gaal is the creation of 2 mational and international electronic .
 marketpiace that is sscure, open, affordable, easy to access, and sasy to use.
~ Although it will fall to the private sector to build that marketplace, governments

and industry must work together to address erucial issues and remove barriers

?
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in the arcas of security, technical standards and interoperability, and in the legal
and regulatory framework. Because government policies are a major force in
the information infrastructure, government will be a major participant,

As Vice President Gore has observed, “Our goal is not to design the
[information] market of the future. It is to provide the principles that shape that
market. And it is to provide the rules governing this difficult transition to an
open market for information, - We are committed in that transition to protect the”
 availability, affordability and diversity of information and information .
=~ technology as market forces replaz:e regulations and _;udwxaz models that are -
simply no ingﬁr appmpmm, E |

o Both thb NII and-the. Global Informauon Infraszmemre (GII} aazz be
divided into four parts: 1) a set of widely accessible and interoperable
communications natworks; 2) the provxders of content, inchuding digital
libraries, information databases and services; 3) information appliances and
computing systems that are easy to use;.and 4) users -~ people whc will buy,

- smploy and communicate over these networks, .

s Describing the communications networks-alone-feils to capture the-full -~
- scope of the information infrastructure. What is important is the ability to
. assemble all the necessary technical elements on demand to satisfy specific
market nesds. The networks are critical becanse they can make that assembly
possible with relative ease in a cost-effective way. They do pot, however, take
, " _into account issues related to data banks, computing systems and human
o' - we TeSOUTCEs that are critical.elements of the information infrastructure or-to the - -
economic deveiopment and quality-of-life goals that must drive it. - - ’

Although it may be easy 1o describe the physical characteristics of
communications networks, it is very difficult to conceptualize information
infrastructure in its entirety. The infrastructure is more than just glectronic
equipment and components — it is also the system of services, relationships and
activities that are built around them. Just as the national highway system would
be useless if it did not have local roads, sutomobiles, gas stations, motels;
driving rules, police,.insurance companies, maps and road signs, so too will

o .. communications. networks be_useless unless_they are.supplementsd with:training ...
‘ programs, data bases, computing. capabilities, software protocols, standards,
security systems, intellectual property laws and services that support econamic
~ growih and soczem! well»bemg o ‘
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Principl | . | ‘
. ‘ The changing nature of technology requires governmental action that is
: ferward»lockzzzg, but not ideological or rigid. It requires a regulatory and
{ economic framework in which innovation and creativity can be rewarded. We
. must develop policies that ensure the rapid d:piayment and widespread use of-
the mforma:zen mfrastr&cmm.

e - r -

!.n order to make thé most out cf modérn technology and
erztreprenmmp, all countries must not only develop adequate infrastructures,
but they must also adopt appropriate mguiatory regimes. The guiding ™
prmcxples should includc, o

- First, reliance on-ptzvat}:‘ investment,

< © . As s corOllary, the private sector must be guaranteed a reasonable

- opportunity to obtain a fair return on its investment, And to maximize the
mvestm&nt mcf:ntzvz, staw»owaed telecemmumcatwns facilities should be
pm:atzzcd _ : . . U

¥

e m@ mmpanuommstcad of- mmzepohcs T sy i ey

‘ . Competition will Jead to pricing toward wsts, and th&refcra will hasm
the developm&nt of universally available communications networks...

Competition increases innovation, reliable service, and economic growth, But

competition must be fair. We aggressively seek in our domestic markets to
-sliminate cross-subsidies and discriminatory aceess. . These policies:should be
applied internationally. The competitive model also dictates that international

accounting rates and collection charges should be cost-based. Lower prices for

_telecommunications services dramatically increase demand. This in turn creates
more revenues, extending and -sustaining world commuanications nerworks. We
beligve that all countries will benefit from reducing accounting rates and cailing
-prices to appropriate cost-based levels, becavse then-networks will be used
more efficiently and domestic busmassss will be more wmpetmva

"

*

m a ﬂcx:bic wguiatory framework
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i - Repulstors must have the freedom to accommodate evolving mhnalog:cal ‘
‘changes znd to ensure that regulations are responsive to market damands whxle

safaguardmg the public interest.

‘ . ’ ’ g
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. - Egm;;;h,, OpeD access, izzzercennsction and, interogstabilizy,

If all countries do not wvrk together to develop open, interconnected and
interoperable networks, the vigion of 2 Global Information Infrastructure will -
. give way to isolated, fragmented systems. These have less value in all respects
than globally interconnected systems. 1t is especially important not to permit a
~ monopolistic incumbent carrier to block competition through financial and
. technical barriers. Regulators should issue effective interconnection rules and
fair pricing policies, taking care not to tramme? on the intellectual property of
those- developing thc syswms

Emﬂlx unzversal servica
Wz: havc a moral duty to fmd a way to link people to everyone in their
country, and all countries should be linked to the Global Information
Infrastructure. Achieving it will require in each country a careful assessment of
. economic efficiencies, technical capabz}ztzes and social benefits. ~ Fortunately,
expanding communications markets and diverse new iow-cost twhne}agzes offer .
regulazors new seiut:cns to z}m problems of universal service. .-

- We r:cagmza that the deveiopment of the world's telecommunications .
. networks will take place regardiess of whether governments adopt appropriate
policies, or make commitments to provide universal service, The.real issue is
not whether technological innovation and business investment witl take place, -
but whether the potential for economic growth through telecommunications .
- development can be fully realized: &txd whether its benefits will be available to '
all the workl’s pzepie

We were heartened that Vice Pregident Gore's inaugural speech at the
recent World Telecommunications Development Conference of the International
... Telecommunication Union was welcomed by the world's telecommunications
leaders. The Declaration of Buenos Aires issued at the conclusion of the
confergnce incorporated the fundamental principles of private investment,
campctmczz, open -access, umvcrsal service, and g ﬂemblc reguiatary
z:zvzmnmmt : ., . .

Mechanisri ., i
The Information Infrastructure Task Force (IITF) created in September
1993 and chaired by Commerce Secretary Ron Brown is an interagency group

|
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that advises the President and the Vice President on formulating a cohesive
. policy for implementing the NII. The IITF consists of thres policy committees
on telecommunications, information, and applications and technology, whick .
" work with cach other and with othér ‘related federal working groups to develop -
. 8 national NII policy. The Committee on Applications and Technology was®
created in part to provide a forum for discussing and coordinating the bost of
apphcat:azzs cfforts across the Federal goverament.

: As one af the nation’s bxggest users of information techno}cgy,

* government plays & major role in the development of NII applications. In-
addition, we believe that there is an essential role for governments to
complement and enhance private sector initiatives in the development of ,
nationsl information infrastructures by supporting sdvanced research, To this

" end, the Commerce Department is providing limited federal funding directed to -
pon-profit organizations for demonstration projects and state planning grants for
applications that could be used over the NII. Moreover, government research
sgencies play 2 national role in R&D for the information infrastructure,
‘including the develt::pmem of prototype applications such as aévanced
m&facturmg using comptz?.e:r zzetworks

I
R

In &dd:tmn, tha U.S. Advis{}r}' Councﬂ for the NIT was created in

. January 1994 to ensure that the private sector has a voice in the formulation and
implementation of the NII. The Council, which is chaired by the private .
gector, consists of 30 senior-level individuals chosen by the Secretary of
Commerce. Nominations were solicited from a variety of NI constituencies
and interest groups {¢.g., trade and industry associations). The council
represents business, labor, academia; public interest groups, state and local _
governments, and other groups affected by the NII. The council is expectad to
exist for two years unless its charter | 15 extended,

The U.S. Government wzl! deveiop policies related to tha NI withm the
contsxt of an evolving Global Information Infrastructure (GIT), which will .
combine the information infrastructures of individual nations. The -Gl will be 3
cooperative effort among goveraments; it will allow an exchange of ideas
within & community and among nations; and it will make possible a global

i i fOrMation -marketplace, -where-consumers can buy-or-sell-produocts:- A ﬁllly mree e

realized GII poses significant challenges for national, social and economic 2
pelwymakmg that are just beginning to receive attention.

@
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'I'hc United States is not alone in these efforts At least 19 countries are

| pursuing similar national information infrastructure initiatives. The Euwpaan

Union is expected to invest over $170 billion by the end of the century in

"developing a Buropean Information Society, while Canada, Singapore, Korea

and, of course, Japan are pursuing similar efforts. These initiatives are

N important because each country needs to develop its own infrastructure in order
" {0 create a global network. I am no expert on the NI, believe me. But I do

know from my trips abroad that leaders in many other oations are anxious to
*hook up” to the infrastructure we are building, Separate threads will gradually
be woven together 1o become tha fabnc nf the GII. :

The United States is :zt}w cngagcd in planning efforts to fulfili our Vice

President’s call for a GII. Holding consultations with a variety of nations may

figure into this enormous undertaking. I am pleased that the United States
offered two weeks ago to hold a bilateral meeting with the Government of
Japan to exchange information on our respective national infrastructure
initintives. Cur countries are also engaged in consultations on
telecommunications infrastructure through meltilateral bodies such as the ITU,
the OBCD and the Asia-Pacific Beonomic Cooperation (APEC) Working Group
on Telecommunications, This type of ﬁmiaguc and information exchange -

‘provide & means for écvelopmg 2 common vision, and for increasing

ceordmaﬁeﬁ

_ Not only is the Information Revolution having a significant irapact on
individual industries, but it is also changing how and what we trade. Over the
past 50 years or 50, 3 8t of laws and regulations has evolved that governs how
trade takes place between and among them. These laws and regulations are

" based, for the most part, on the concept that trade consists of the movement of

physical goods across borders. The advent of the technology allowing us to -
translate many products into digital form and transmit the digital information at
enormons speeds across borders is changing our concept of trade and forcing us

to look at these lawe and regulations snew, to be sure that they are adapwd to -

e eooeneen. the new._challenges we. faw e .: e e et e dme 4 e o o e et e

It is interesting to note thet in 2991 American compapies for the first
time spent more on computing and mformatwn technologies than on mining,

L4

12
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o manufacturing and farm equipment, Indeed, we are now seeing a ghift in trade
. from "merchandise goods” to services (and struggling, in the process, with how
to measure. that,} While overseas salss of physical products — computers
semiconductors, ete, — will continue to expand, and while we will continue to
. promote exports in those categories, the fact is that Exports of communications
and information pervicss, including software, are growing faster, and now .
account for {zver a third of all technolagy cx.ports

. The. effectwa use of new mf:}rmatmn technologies has become the
foundation of competitive nations and -firms in the 1990s. Information
technology has also enlarged the competitive arenz, and made it truly global.

Here are some of the specific challenges we face:

Dﬁveiapmanz of ndva:zced mformaaoa infrastructures will create |
unpre«ccdauted market opportunities and new challenges for world-renowned
mediz-and information industries, However, the broad public interest in
promoting the dissemination of information to citizens must be balanced with
“the need to ensure the integrity of intellectual property rights, cspccially
copyrights, in information and entertainment products. This protection is

. . crucial if these products — whether in the form of text, images, computer
- programs, databases, video or sound recordings, or multimedis formats - are to
move in commerce using the full capability of the information infrastructure,
while retaining the necessary incentives for their creation and dissemination,

The question of upholding intellectual property rights becomes even more-
difficult when exporting to otber countries where legal and cultural norms vary
concerning the protection of privately~ generated original works from piracy.
The lack of satisfactory intellectual’property protection in many countries
allows piracy-to flourish to the financial detriment of creative communities and
information industries. Concern for inteliectual property protection remains a
major impediment to private investment in information resources and services,

Thete also is the need to ensure protection when these products are bchzg
et —transmitted-to-consumers electronically, rather-than-in-a- physical form. -Works--
’ transmitted as intangible productsiacross national borders sre not handled by
customs suthorities.or subjected to fariffs, monitoring or control. As a result,
.the current intellectual property rules need to be examined to ensure that they

o . il
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"are up to the challenge of the increasing trade in intangible products. -

The tensions between the goals of protection, on the one hand, and
interoperability and usability, on the other, have raised some serlous issues,

. especially for the software industry. For example, in trying to find a legal

solution, the Buropean Software Directive, éffective on January 1, 1993, ‘
grappled with defining limits on decompilation - often referred to as reverse
engineering.~ to ensure interoperability of software and hardware manufacmwd
by different companies while also protecting the copyright in'the proprietary”
software, The United States argued that European law should be silent on this
issue and instead.should be governed by the well-known copyright principle of
“fair use" that guides U.S. practice. We are pleased that the Buropean
directive includes only narrow exceptions for decompilation and that it"struck a

‘balance that both sides can live with. The United States also is pleased.-that
,Ia@&a mcezztiy decided against changing its cupynght law to allow reverse

engineering of computer programs.

The balance between protection and interoperability and usability also has
challenged those who are Jooking for a technological solution. For exampie, a
1986 proposal by a software industry trade association simed at preventing
softwars piracy through a hardware modification failed to gain industry
aceeptance from hardware manufacturers. The hardware industry had
competing’ concerns about the sffects of the modification on overall costs as:
well as on market demand, since sofiware, whather legally or illegally scquired,

 drives bardware purchases. The microcomputer software industry bas come to -

[ S -

v

enforcement provisions to cmw z:amphance

rely on the threat of lawsuits and criminal prosecution as the primary means of
copyright enforcement, while the U.S. Government has made the protection of
intellectual property rights in foreign markets a top priority in trade
negotiations. L

Upgrading intellectual property protection was a major U.S. objective for
the recently concluded Urugusy Round of trade negotiations under the auspices
of the General Agreement on Tariffs and Trade. The resulting agreement on
the Trade Related Aspects of Intellectual Propertbeights (TRIPs) provides g
gond foundation for international protection in this area. TRIPs goes well ‘
beyond the existing international intellectual property agreements, enszzzizag the .
~ highest level of copynght protection for computer programs as well as

.

‘14
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, The United States also is we:king bilaterally undc:r the so-called "Spccml
301" provision of the 1988 Omnibus Trade and Competitiveness Act to upgrade
intellectual property protection in particular problem countries. "Speciat 301°

“calls for the United States Trade Representative to report to Congress mz:aﬁy Lo
on intellectual property related problems being encountersd by U.S. companies -
"in foreign markets and provides authority to take trade action, if necessary. I
Special 301 recently has enabled the United States to upgrade protectionin’ 1
Thailand, Taiwan, Egypt, Rtaly, Venezuela and Poland, among others, We are e
continuing to work with other countries, such as China, to ensure that these
countries will make the improvements we seek in copyright protection and

~ enforcement of U,8. intellectual property rights.

The task-of ensiiring effective intellectual property protection for the '~
information and entertainment industries is further complicated by the emerging
globai tachnaiagzcai environment where the conventional distinction between

. products and services breaks down. Products are networked, and network-
aceessible services are linked to products. Rights must be acquired to cover all
forms of delivery, because multiple delivery paths are possible and it is difficult
1o predict what technologies will prevail or how markets' will be structured. On”
the other hand, the control and security offered by different technologiss may
also determine the choice of distribution paths, For these reasons, we must
look at the networked multimedia environment as a whole, from mass-market
products to specialized network-based services, and; in acknowledgement of the
relentless giobalmmﬁ of world commerce, work to create common legal and
regulatory regimes that are responsive to the challenges of this emerging
technological matrix. :

Standards ‘ -

. Global standards that promots innovation, competition, and
mtczconnezizvzty will be vital for a fully realized globa! information society.
The importance of international standards to ensure interconnection and
interoperability are a critical step to the realization of a global irformation.
jnfrastructure. Care must be taken that such standards do not sffect the ability
of intellectual property mghts-helders to exercise their rights. This issue will
become even more complex as wireless technologies become 2 more prevalent

_means_of commupications, _We have 1o pursue the adoption of policies, -
domestic and;international, that'will facilitate the interconnection of national
networks to ultimately create a global network and make real the vision of
linking schools, hospitals, businesses and homes, . v

15
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Burope, the United States and Japan make interconnection and, therefore,
communications very difficult. At the user level, there is a growing desire to
be able to choose products and services that work together without additional

A changes and cost. That is why we support fair, transparent international |
standards development,

. ’ The different technical étandards, formats and requirements developed in

b

Despite this need, there are conﬂmnng pressures botween the desire to
. pmtect the legitimate rights of the developers of technology and the desire to
. support open systems. On the one hand, countries and companies that are first
" to accurately define the future and develop technology and products to meet
future needs could pet & head start on everyone else, Of course, the risk of
making costly mistakes from which others may benefit is high. Contrast this o
the benefits of being able to operate in the broad global marketplace, & situation
in which everyone can win through cooparative efforts and all nations will be
‘better off, As technology continues to be transferred rapidly throughout the
world through overseas production facilities, licensing agreements, and joint
ventures, it may be naive to think that a head start in advanced communications
will reselt in any significant long-term trade advantage,

. The qzzastzca of rules of origio has 2 major impact on several key areas,
including the application of tariffs and local content mqunraments for
government contracts. However, the i increasing trade in services and the
important question of determining the origin of sarvices adds a quantum leap in
complexity. In the growing service sectors, such as telecommunications, -
engineering, financial services, or even travel services, the significance and
definition of origin is difficult to determine. How do you determine the origis
of & blueprint or chemical formula that is converted into digital form in one
country, transmitted over communications facilities to another country where
modifications take place, and then transmitted again to third and fourth
countries for use in building or manufacturing? -

One of our objectives in negotiating the Agresment oa Rules of Qrigin in
the Uruguay Round was to address this issue of the nead to cooperate in
o ! wde\mlopmg policies-regarding rules-of origin. The Agr@ﬁmem provides for an
‘ ' extensive, multi-year work program {with the objective of multilateral
harmonization of rules of origin. The effort will commence upon the entry into
force of the World Trade Organization in early 1995. The intent is to preciude

o )
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the use of rules of origin as a method of distorting trade and investment

. _ decisions by establishing clear and predictable mumlateraﬁy-ag:eed rules of
- origin for non-preferential trade in goods. ’

-, Muarket Access
High technology sectors have g&neraliy been viewed as essential national

resources end have been subject to protectionist pressures and consequent
market-opening initiatives. The telecommunications sector provides a prime .
example, with countries hosting national industries reluctant to open their -
government procurement to international competitive bidding, In sddition,

~ basic telephony has trad:honally been considered the exclusive domain of ’

_ national telephone companies. In a global Information Age, thess policies. are -
self-defeating, Countries adhering to such policies will fall farther and farther
behind the competition. We will continue to support multilateral efforts to open
these politically scasz:zvc :zzarkm, wh:ch have proven o be extrcmely dlfficult

" The Eurapcan Union is ag example of the kmds of pmbiems we are
hawng The European Union made no commitments in audiovisual services
under the General Agreement on Trade in Services. Access to this key market

* is declining, In December.1993 the Spanish government adopted restrictions on
. motion pictures that will drastically reduce foreign access to the Spanish
. . theatrical market. Other signs of increased protectionism include threats to
extend television broadcast quotas to programming transmitted by other delivery
systems, such as cable or satellite. In fact, the French became the first
- governmeént in Euwé, w aand the protectiomst quota rzg:me t0 music

.....

broadcast by radio, R

Resolution of audmvzsual issuss remeins a high priority objective of the
‘Clinton Administration. In consultation with our private sector, the United
States is currently exploring a range of possible responses to our continuing
audiovisual problems with the European Union,

! Limited market access in the European market pot only affects the
raudiovisual industry. Potential investors, telecommunications compenies,
hardware and software providers also suffer the consequences of protectionism,

v me..]am plessed to note that, in contrast, Japan and other. key countries.in Asig = .. ...

+ +  Korea, Singapore, Malaysia and Thailand — have made important commitments -
in the audiovisual ares in the Uniguay Round Services negotiations,

® T
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Tht; U.8. Admmsmaan is. wmm to an international trade policy to
apazz foreizn markets that are closed to our competitive multimedia industry

L _goods and services. We will continue to pursue U.S. trade hberahzanon
e z;bjcz:twas both ‘multilaterally and bzlawraﬂy

. . - ' .
. - N - K .
L e A X .

SO Fet many years, the U S. has sm;ght t0 cover govemmeat—ewnad =g
telacommunications utilities under the GATT Agreement on Government: -~ - ° . °
' Proctrement. Id addition, the U.S. Has used Title VI of the 1988 Omnibis = .° -
> . Trade snd Competitiveness Act,; which requires an annual 1eport to Cangrcss on |

ey

A dxscrmwry foreign goveriment procurement practices &nd negotiations, to
o . address these practices bilate:‘ally In 1992, the European Union' was 1dent1ﬁed 5
- for the dxsmmmawry procurement paixcms of gevernm:nt-owned et O
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A De:spxtc mum-year negotlatxons bctwecn the U S. and European Umon, :
P i,; “which did. result in‘an April 13, 71994 agresment to double to over: ~$100 bzllmn
' " the bidding opportunities available onieech side under the GATT Agrc&ment - "

including; govcmmcnwwncd heavy electrical utilities - agreement ‘could not be ¢
weeee - urepched ofi-telecommunications uuhucs. ‘In the- absance of-ap:agreement’ on- EUM o
pracuces affecung telecommunications cqulpmﬁnt and services, the U, S, lﬁi, o
. . sanctions’ 1mposed urider Title VII will remain in. effcct. Thc sanc'aons pmh1b1t Lets
supp]:ers from the EU. membcr states, except for Greece,: Portugal MSpammnd 3 \,‘
| Gcrmany (which do.not dzscnmmate), from' parncnpatmg 1n certam cawgarlcs of =

R+ £

o -US government pmcummcnt contracts R e (R .
i’: ™ <’ :\-&4- ~cu¢ f !}w ’* '. - - l ] "I‘ ° “;1-4) {‘.{ & "s .. [
.. .=~ - Another ma_;or issue for the Umted Statcs relates 1 BCCess to Iapan 5 '
L .gmemmem procurement in’ telccom ‘This, as'you know,’ is a major jssue in .
..+ .the current’ framework ncgcnaﬁnns We feel that lt is vital that the. Iapanesc o
7" government agree to, fnore open and. competitive prcccdures for 1ts ;:mz:uremcm S

- . " leading to'a significant increase in access and sales of compcmzvﬂ foreign
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o pmdtzcts»»-- Since.these issues are.being- negotiafed right now, I@ll]inot mmment’fm i
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" . procedures covering trade and investment in services, as well as specific

. market-opening concessions from a wide range of individual countries. Inthe. . .
- Telecommunications Annex to the-GATS, countriés have agreed that public- . "

telecommunications networks and services will be available on raaseaabia oon-

. dmcnmtnry conditions to firms and individuals who use those nétiorks and

U services, Users will also be able to ‘provide enhanced or vahw-added services.

oot and: ;nara-carparata f:mmmumvatwns. Although basic telecommunications =~
S networks and, servicesare not cavered by thé Agréeiment; jfhenUmted States and

- T 'z ‘other m&i§ *%ﬂmts with ‘major, telecommunications' markets such a5’ thc
¥ Rurdpedd Uicn; Canade) J&pan ‘Korea; Hong Kong, Australia, t0 name Just'a:
few, " initiated- zwgmmtwas i May of this yeer, to extend- the GATS/to this key
”“’&f sector of the global’ mzxaﬁmy‘ I @ nagotmtmns, whxch _are schéduled to iast
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PR e the cammommxscﬁmapﬁan t.bat a few crztzcai*’ technakzgzas detcrmme vmg‘
g s‘ standards and. gla’oal edonomiic, success. . ‘What' matters is a- eamplex mixs fx
e + . many. \technclogxcs managsmsnt pract:ces work habzzz czz!ime :

e u pohcies that i8:tod mt:ucate ta ccntrcsl PR if G
o ~{{‘5 : Trade polmms havc aﬁcn been uscd as & mcaas of ds:veiapmg m{xﬁaalt ¢!
mformation mduatrles. Restricted _procurement, ‘subsidics and local.content "'y .
i . Fequifements are the,most common tools fo; shelter strategic domestic industries
L *;:‘ ~from’ campat!tmn On balance, suchi policies have been ineffectivein fostering

- 0_.? ’(

$

*
L

- warld%ciass competxuve mdustnes because thay Iumt accessfto amf-thcwm S L
I wchnalegy. Cn e DT T e Bahl Coe e
;‘,3} . . M * e s
“ Prcsm fa: govcmments to mcrcasc subsxdxes for, rnwarc:h and '

w g

deﬁv&!cpmmt, i patttcﬂat,mwm growas.the’cost.of developifip and RS

', commercislizing pew.technologies skyrockets. The new GATT Subszdxas Cada, o
which the 1.8, supports, allows subsidies for what is called mdustrlaf research:

aad gtmmpetztava davaiapment avnwty undez carefully dcﬁned c;rcumsmnce:s

I

x
E +ox . - - " .
B ! T - = 19 . \ -, . N
P - - ’ . ' ‘ . z
L0 . . - - . e
. : » » il L "
: . - v
. s . .
. . ‘ . . .
= . : . \ « .
N ? ' -
. . - * £ - - B - * B .
,
¥


http:s~~-~-8.rt

JUN P8 84 B3112PM FCE TOKYC US, EMBRSSY:83-32245871 gz

are not perirmtted under the new agmemeat and we will work hard to ensure

The U.S. str{mgiy; opposes subsidies for commercialization, however, These
. that t!;w Code is safcrced

Imrsasmgly, gav&mmsats are recognizing the benefits of deregulation,
privatization, and compefition in the telecommunications ares. In recent years,
many countries have opted to privatize their state-owned telephone companies m
order to obtain the benefits and incentives that drive competitive private
\ tmterpmas, including innovation, increased investment, efficiency and
‘. regponsiveness o market needs. Adopting policies that allow increased private

gector participation in the telecommunications sector has provided an enormous
m:pems to telecommunications devslopment in dozens-of countries.

Because this is an evolutionary process tclecommnmcatmns service
providers do not operate in a uniform regulatory cnwronmcnt around the globe.
Some countries, fur example, treat certain classes of service providers as

"common carriers” rather than private operators, and subject them to additional
regulation’ and scrutiny. In other cases, regulations are based on whether or not
-the service provider has its own network facilities, - In.most instances other than
'a national monopoly, service providers have limitations on the types of services
they provide, These types of variances in the regulatory climate can increase
the costs of doing business, reduce the return on investment, and cause -

; uncertamty. Thcse can, in fact become trade barriers. -

As more business users Operats On Bn mtcmatwnal level, they require
services that provide the same telecommunications applications support they
. receive at a national level, Telecommunications user groups are urging their
" regulators and service providers to adopt a global perspective and provide
seamless international communications networks. Regulatory harmonization,
therefore, is an imp:;rtant issue on the international commercial agenda.

; ., - *

A lzbcral cpe:zz tradmg system assumes a maximum of ccmpzzmozz' This
_is why the traditional monopolies, which have so ofien characterized the

IR —telecommunications sector, are a_major impediment 10.trade._Oftentimes
R privatization is not enough, especially if a public monopoly is replaced by a
- private one, Competition is the best way to make the telecommunications
sector more efficient, more innovative, and more profitable as consumers make

. ’ ’ 20"
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more calls and prices decline. As noted by the International
Telecommunication Union, in the eight OECD countries that permit
compeutwn, telecommunications contributes arouad six percent more to GDP
~ than in those 16 countries that do not permit competition, translating into an
+ - exira $16 billion per year of fciaeammnzzicazians revenue.

. In the past, it may have made sense to have t&lacammumcataens .
mz}mpclm ‘In many cases, the technologies and sconomies of scale meant that .
it was inefficient 1o build more than one network. Today, there are many more
technology options than in the past; and it is not only possible; but desxrable to
bave different companies running competing -- but interconnected - networks

A}thazzgh man&pelzcs still exist in the provision of telecommumcatmns g

, services, there is a growing momentum toward their elimination. The desires
of new entrants in the ielecommunications sector are forcing many governmcnts
to gradually break down national monopolies. We are even beginning to sée -
some movement in one of the last barriers to competition in the
telecommunications sector — the restriction on the competitive provision of
basic telecommunications services. Monopolies in local telephony and local
"¢able TV appear to be no more natural than were monopolies in the liberalized

" areas of long distance and customer-owned equipment, In Burope, receat ‘
' . proposals to allow mobile communications companies to be freed from all
restrictions on building their own networks may pave the way for broader
liberalization of fixed voice services later in the decade.

America and Japan are the world’s two sinple most influential countries
in the world economy. From the perspective of Washington, there is no
" bilateral relationship that is more important than the one with Japan. The
challenges of the new Information Age will be challenges to both countries.

* " ‘The U.S. and Japan share a common regard for the information .
-technology sector from both economic and social perspectives g3 we attenpt to

i —————buiild- our-national-information-infrastructures:—In-the United -States;- we-are — = ——-

realizing the complexity of the many issues surrounding the establishment of a
nationa! information infrastructure. To a large extent, these issues delve into
unchartered territory. I know that Japan faces a similar situation. | Although

°
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Japanese government and industry widely endorse the need for 2 Japanese -
. informsation infrastructure and for regulatory reform to support it, an official
government cransensus on & comprchcnswe program is still wolvmg,
. B | zznderstand that the Telecammumcannns Advisory Councal annaunced
*i}zz May 31 its recommendation for the Ministry of Posts and N -
'Telecommunications (MPT) to promiote the J apanczse: information supr:rhaghway
" and related projects. According to thé Council's report, entitled "Reforms
Toward the Inteliectually. Creative Society of the 21st Century," Js apan's
information infrastructuré will be based on extending fiber optic lines * - 4
:hratzghcm the country by 2010, lead to market growth of 123 trxllmn yen ‘and’
_Bemerate new employment of 2.43 million. MPT cmphasizes private network
development, supported by government initiatives in developing applications
. and public’ promotion_of networking in-areas such as education, research,

medical and welfare services, administragive operations, and public libraries.~In -

* the report, MPT asserts that the government must create the candztaans for -

nerwork development in the private sector thfough promoting pmaw investment

and. standardization, establishing security systems in wmpumrwrc]med busmess,

: ‘improving protection of intellectual property rights, and deregulating,

. .- . ~lparticularly in the broadcast.and cable TV industries.-.There are maa)
' . ‘ s:mﬂanues in the Lhemcs wﬁh the U S. appt:}ach _

B x"@
io« +

1 am aware that the Ministry of International Trade and Indzzsa'y has also .

issued ap advisory group report on this sobject, entitled "Program for an-
_Advanced Information Society,” and that thers is currently a debate azzdzrway
.in Japan on how to deal with the Information Age. As a foreign efﬁczal it
would be inappropriate for me to take sides in this debate, However, I hope
that this debate will be resolved in a maaner that conforms with the general
principles of increased competition, open markets, ané a mmzmai ﬁam&l&
regulamry eavironment, . z .

Siacc 1985 Japan has clearly made efforts to deregulate its P
telecommunications sector, . The introduction of "new common carriers" that
compete with NTT in the provision of long distance services has resulted in
long distance charges in Japan fallmg 55 percent between 1985 and 1992. . -

e } 8PN -Bl50 -allOWS. 50MIC. compeutxon in.its.celfular.and.international. .

#

telecommutications services. In the area of value-added services, dompetition
_has resulted in over 800 companies providing.an array of services. Last
December, Japan anpounced & iong overdue plan to deregulate cable TV which

I v , : 22



Jud 26 Bd @3r15EPM FUB TOKYD US, CMBASSY! 80-3224587: ) P.P4

A

should go a long way in stimulating the growth of that sector. Reccm :
; projections estimate that cable TV subscribership in Japan will grow from abaaz
'$ million today to over 20 million over the next six years, Clearly, progress
- towards dercgulation has been made, but ﬁarthaz deregulation i is ﬁ:gaﬁﬁy
g nwded C v

A g L . - ;ft -
;: e o ?

Imdcrstami that m&m&nﬁaﬁms are now undet cans:deranon for
" revisions £0 the two major ‘pieces of legislation affecting Japan’ 8 N
- stelecommunications sector; the Telecommunications Business Law and the -
Broadcast Law. I hope you maximize this opportumty to begin charting the _
future course of Japan's telecommunications sector in a way that positively ;1,,
affects the dcvclc:pmmt_ of ypz;:: own information infrastructure,. -0 .77

[ Y

\$, =

" ; - e Lot \
. L Fl g .

]

In mher resp&czs, ﬁaarz are many dszarfzn{:cs between our countrws in.
wm Qf zelecammmaamns dcreguiauﬁn and corrﬁbeuuon Y

L

o * (- ' £
'I'ha fact that NTT has yct to be fully pr:vauzed is a case in p:m:zi which
mey further complicate Japan's efforts to accelerate devclapmznz ‘of its national.
< infrastructure. ~We know from our experience that major: pckf:y changes arg - "o .-
] fcllowcd by & period of market disraption as zzzczzmbam service pmvzéa:s and "
new entrants ad_;ust to the new envxrcnmant _ . v

l&a“mc gwe ancthar zxamplc af our dxfferent approaches. Iapan ‘

_envisions s nationwide fiber optic petwork us the path to & broadband ‘
. "multimedia® infrastructure, whereas the U.S.. Government is committed o ;
* remaining technologically neutral in the development of the NIIL ‘As I have
. noted, the Clinton Administration believes that government should not dictate

how thc: NII will be built, We will let the private sector determine the best

. methods of delivering information to its customers - be it hybrid of optical
- fiber,-coaxial cable, copper wire, sat;elhtes as well'as an array of. mrelcsss ,

wchnolagm, o . B :

The-trade. agendathail have dcscrzbed is-crucisf —ﬁlt has bwﬁ in-the.

information technology sector that so many trade disputes bave taken place in- -+ /
recent years -- over szmwzd&zcmm supamnmpiawrs computers, ‘satellites, '

3
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" cellular telephones, international value-added services, and access to
. gcvcmmem procursment

QOur effcrrs should start with making sure past agreements are enfarced

They should focus also on the current "framework talks" in whmh ths
United States is secking fairer access for foreign firms to bid on Japan's
‘gcvemcat procurement in the telecom sector. As I have slready discussed,
the aim should be for competitive foreign firms to be ahic to benefit from
significant increases in market access and sales,

These issues beccma pamcuiarly acute in an a:zviwnmcnt in which there
will be many changes in the information technology sector -~ new products,
new services, new players, The United States wholeheartedly supports the
. smyphasis of successive Japanese governments on the issue of broad based
dercgulation, We hope that the Hats Administration will accelerate this wend,
and that es it does so, it will aflow increased access to Japan’s market for
competitive foreign firms. To slow up on deregulation, or to impede access,
: " would not only. undercut trade relations, but it wonld also deny the Japanese
market and Japanese consumers the bmeﬁt of the technological revolution that
. will be tak.mg place r:lsawhere

1 know this is not an easy zsszm"far Iapan, which has managed to
maintain tight control over the economy and which has prized stability at the
expense of chaotic changes for most of the post World War II period. But the
time has come to open the markets wider and faster, within a sensible
regulatory framework, of courss, ' :

The agenda is also one of extensive cooperation on g scale which goes
well beyond both our countries, We must both take a leadership role in the
- development of the Global Information Infrastructure. This entails working
togeiher to establish everything from standards that ensure interoperability, to,
the establishment and enforcement of laws and regulations to protect intellectual .
-------- -~ property rights,-to-assistance.to-developing. nations and. former-Communist— — e o
"economiss-in-transition” to join the global network, : -

This latter point is in;gort,ant. One of the principles which the U.S. holds

@ : )



2 "R |

'JUN @6 "S4  @3:17PM FCS TOKYO US,EMBASSY:@3-32245071 _ P.26

dear is that the global network provide universal service. Vice President Gore
set out the vision not long ago in Buenos Aires when he proposed a goal of
connecting every school and every library in the world to the Internet and
ultimately to the Global Information Infrastructure. It's not an easy task. while
we in this room may enjoy the convenience of videoconferencing from nearby

| ‘locations, more than half the world’s population lives more than two hours from

a phone, and an equal number have never made a telephone call, Therc are
fewer telephoncs in all of Africa than in Tokyo '

'1’11::' c:hallezigc to America and fapaxi tc collaborate bonétructively iﬁ the -
information. technology sector is among the biggest challenges we face,

We are talking here not about one mdustry, but many - and many whxch

can hardly- be defined,

( - Wc are talkmg not just about one set of policies, but many which cut

. ACTOSS all manner of tradc and regulatory issues,

.Wc are talking abqut the fiercest kind of commercial competition for one
another’s markets and for markets like Italy or China or Brazil for the sale of
hardware and software and info'rmation services of all kinds.

: And we are talking about having a true mtematmnal consciousness that
encompasst,s a sense of rcsponszblhty to help-other countries improve their own

' 1nformat10n infrastructures so they can play in the big leagues along with us.

¢ fcel confident we can rise to the challcnge, but it will take an
cxtraordmary effort.

Thank you very much,

25
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GOOD MORNING. IT.IS A GREAT PLEASURE TO BE HERE TODAY,
CALIFORNIA IS THIS COUNTRY'S WINDOW ON THE PACIFIC AND

THEREFDRE ON OUR FUTURE. THE STATE AND THE CITY OF.

LOS ANGELES OFFER VITAL, VIBRANT TESTIMONY TO WHAT

COMES WHEN AMERICAN ENTREPRENELURS HEAD WEST.

I AM ALSO PLEASED TO BE ABLE TO ATTEND THIS EVENT. IT IS,
IN MY VIEW, AN IMPORTANT GATHERING AT AN IMPORTANT
TIME. 1 AM ESPECIALLY GLAD TO BE HERE TO OFFICIALLY

WELCOME MINIS’I‘ER wUu YI AND HER DELEGATION TO THE

[P ™ i =

| IH\IITED ST ATES SHE HAS C{)ME FOR A SESSION OF TI'IE . S -

: CHINESE.JOINT COMMITTEE ON ?OM}\:{ERCE AND TRADE WHICH

WILL BE HELD LATER THIS WEEK IN WASHINGTON, A MEETING
WHICH WILL BE CO-CHAIRED BY HER AND SECRETARY OF

COMMERCE RON BROWN.

T IS IN pREPARATIm FOR mr MEETING THAT T HAD MY .
' FIRST OPPORTUNITY TO MEET MADAM WU ¥YI ON A RECENT

" TRIP TO BELING, AND 1 VERY MUCH API’RECIA’Z’ED HER

GRACIOUS HOSPITALITY DURING MY ‘;’ISI’I', I HAD HEARD MANY

H
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FINE THINGS ABOUT HER PRIOR TO OUR MEETING BECAUSE .

SECRE’I ARY BROWN HAD MET HER DURING THE A?EC MEETING

* Nt ik AW, P AR L & e b b i W )b B ik A+

~IN SEATI’LE LAST NOVEMBER AND WAS STRUCK BY HER
CHARM, SINCERITY, AND f‘OBTIﬁ?.IGHTNESS‘ I AM SURE YOU
ALL SHARE OUR VIEW THAT. CHINA IS IMEEB VERY WELL

REPRESENTED ON THE TRADE FRONT.

THE POTENTIAL OF THE U.S.-CHINA COMMERCIAL
RELATIONSHIP IS WHAT HAS BROUGHT ALL OF US HERE TODAY.
. WE HAVE A SINGUIM OPPGRTINITY mR THE WQRLD’S M(‘}ST
ADVANCED ECG‘\EOMY TO JOIN WITH THE WORLD'S BIGGEST
N EMERGING MARKE‘T FOR MUTUAL GAIN. THIS ADMINISTRATION
'RECOGNIZES THE IMPORTANT ROLE THAT CHINA CAN AND
SHOULD FLAY IN AMERICA'S GROWING. COMMERCE WITH A

DYNAMIC ASIA.

i'AM CERTAIN THAT OTHERS AT THIS CONFERENCE WILL

REVIEW THE DRAMATIC PROSPECTS FOR TRADE AND

INVESTMENT. TODAY I WANT TO USE MY FEW MOMENTS

JR——y
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BEFORE YOU TO DISCUSS THE CURRENT STATE OF-OUR

RELATIONSHIP WITH CHINA AND THE POTENTIAL FOR THAT

RELATIONSHIP.

LET ME SAY AT THE:-OUTSET THAT THE CLINTON
ADMINISTRATION SEEKS STRONG TIES WITH A STABLE AND

PROSPEROUS CHINA. THAT GOAL IS IN AMERICA'S NATIONAL

INTEREST. CHINA IS AN iMPORTANT MEMBER OF THE

INTERNATIONAL COMMUNITY. I THINK IT IS FAIR TO SAY

THAT NO U.S. mwmsmmm SINCE CHINA'S ’REOPENING* TO

THE U.S. UNDER PRESIDENT NIXON HAS WORKED MORE.

!NTENSIVELY OR DEVOTED MORE RESOURCES TO THE

PRESERVATION AND ENHANCEMENT OF OUR TIES WITH

BELJING. PRESIDENT CLINTON, VICE PRESIDENT GORE,
SECRETARY CHRISTOPHER, SECRETARY BENTSEN, SECRETARY ,

BROWN, SECRETARY ESPY, AMBASSADOR KANTOR AND MANY . -

'OTHER SENIOR MEMBERS OF THE ADMINISTRATION HAVE BEEN.

HEAVILY INVOLVED IN WORKING TO STRE?QGTHEN AMERICAN

TIES.
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WHY, THEN, DO WE FIND OURSELVES AT SUCH A CROSSROADS

IN THE RELATIONSHIP? AND HOW CAN WE REALIZE THE!FULL _
POTENTIAL OF THIS RELATIONSHIP WHICH IS SO IMPORTANT |
TO BOTH OUR COUNTRIES? TO ANSWER THAT QUESTION, IT
MUST BE SAID THAT BONDS BETWEEN CHINA AND THE UNITED
| . $TATES ARE NOT BASED SOLELY ON COMMERCIAL
CONSIDERATIONS. THERE ARE POLITICAL AND STRATEGIC
INTERESTS AT STAKE, TOO. AND THAT IS WHY IT IS ESSENTIAL -
| FOR OUR TIES TO BE GROUNDED ON A BROAD BASE OF

AMERICAN SUPPORT.

FOR FOUR YEARS AFTER 1989, THAT BROAD SUPPORT DID NOT
EXIST. THERE WERE DEEP DIVISIONS WITHIN CONGRESS AND
THE AMERICAN PUBLIC REGARDING U.S. POLICY TOWARDS
CHINA: BUT IN THE SPRING OF 1993, A CONSENSUS WAS
FINALLY REACHED WITH THE PRESIDENT'S EXECUTIVE ORDER.
THE NEW POLICY WAS BASED NOT ONLY ON THE VIEWS AND .’

LEADERSHIP OF THE PRESIDENT, BUT ALSO ON THE OPINION OF

-SIGNIFICANT MAJORITIES IN BOTH HOUSES OF CONGRESS,

pe



' MFN FOR CHINA TO PROGRESS IN HUMAN RIGHTS AND OTHER

5

WHICH HAD PRESSED FOR THE PREVIOUS FOUR YEARS TO LINK

PN e o i i s am Asmh s able ke -

AREAS. THE EXECUTIVE ORDER WAS DRAFTED IN CLOSE
CONSULTATION WITH CONGRESS AND THE BUSINESS .
COMMUNITY. IT WAS DESIGNED TO BALANCE OUR HUMAN
RIGHTS OBJECTIVES WITH THE ARRAY OF OTHER GOALS AND
INTERESTS IN OUR BROAD AND COMPLEX RELATIONSHIP WITH
CHINA. -

b T

ALLOW ME TO SAY A WORD ABOUT MFN. THIS

ADMINISTRATION, LIKE THE CHINESE, AND LIKE MANY IN THIS

. ROOM AND IN THIS COUNTRY, WOULD LIKE TO SEE RENEWAL

OF MFN. BUT WE HAVE SAID, AS CLEARLY AS POSSIBLE, AND AS

"OFTEN AS Possﬁsw, THAT IN ORDER TO GRANT MFN, THERE

MUST-BE OVERALL SIGNIFICANT PROGRESS IN HUMAN RIGHTS

IN CHINA.

BY THAT WE DO NOT SEEK TO INFRINGE ON CHINA'S

SOVEREIGNTY. WE RECOGNIZE THAT THE U.S. AND CHINA DO
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NOT HAVE THE SAME HISTORY, CULTURE OR SYSTEM OF

MGOVERNMENT NEVERTHELESS, AS A MATTER OF DEEPLY’&{ELD

OV — s o anrn

PRINCIPLE, WE ASK THAT CHINA ABIDE BY HUMAN RIGHTS
STANDARDS THAT ARE UNIVERSALLY RECOGNIZED. IN
ADDITION, WE STRONGLY BELIEVE THAT A SOCIETY THAT A
PROTECTS AND PROMOTES THESE RIGHTS WILL, OVER TIME,
PROVIDE A MORE STABLE AND ATTRACTIVE CLIMATE FOR
TRADE AND INVESTMENT, AS WELL AS A BETTER LIFE FOR ITS -

CITIZENS,

FOR MUCH OF THE PAST FEW MONTHS, WE HAD BEEN
ENCOURAGED BY THE SLOW BUT DISCERNIBLE PROGRESS ON A
NUMBER OF KEY HUMAN RIGHTS FRONTS. I}ESPITE THE
UNFORTUNATE ATMQSPHERICS DURING SECRETARY;
CX'IRIS’}COPHER S VISIT TO BEUII"\G A NARROWING or¥ -

DIFFERENCES OCCURREI) AND !’ROGRESS WAS MADE IN

'CERTAIN AREAS. AND WE WELCOME FOREIGN MINISTER QIAN'S

APRIL 6 ?GSITIVE STATEMENT ON THE {M‘Sf'ERSAL

‘ DECLARATION OF HUMAN RXGHTS



BUT THE FACT IS THAT MORE IS NEEDED TO MEET THE

asnalad B

' CON}’}!’I’IONS OF THE EXECUTIVE ORDER. A.NB WE ARE DEEPLY

TROUBLED BY THE RECENT SERIES OF DETENTIONS AND
ARRESTS OF CHINESE CITIZENS. SUCH ACTIONS CAST A CLOUD -
OVER OUR EFFORTS TO FURT HER COOPERATION BETWEEN OUR

TWO COUNTRIES.

IT IS iMPOR’I‘ANT WE SEE THAT PROGRESS SO THAT THOSE IN

[ g Lo e

PRIVAW ENTERI’RISE CAN C(}NTINUE TG BUILI) BRIDGES AND

FORGE THE BONDS :rmx:r c:,m DEFINE AND ENHANCE OUR TIES

IN THE DECA:}ES AHEAD.. OUR.COMBINED BUSINESS SKILLS AND _...
INDUSTRIOUSNESS CAN CREATE A POWERFUL ENGINE FOR
ECONOMIC GROWTH. AND THE P{}TEN'?iAL BENEFITS TO BOTH
om co UNTRIES IN IMPROVING TRADE RELA*{IO\IS WILL BE

FELT NOT ONLY.IN COMMERC}TAL TERMS AND EC()NOM!C

'SECURITY, BUT MORE BROADLY IN'A SECURE AND STABLE

ASIAN-PACIFIC REGION. .
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-1 KNOW THAT THE GOVERNMENT OF CHINA UNDERSTANDS THE
'STAKES, AS DO WE. I STRONGLY HOPE THAT ENOUGH __

PROGRESS WILL BE MADE ON ’I'HE B’UMAN RIGHTS FRONT TO

ALL()W BOTH COUNTRIES TO MOVE TO A MORE NORMAL.

TRAD%N{} FRAMEWORK ANI} THEN BEYONDMTO EXCEPTIONALLY-

REW&&DING LONG-TERM COMMERCIAL TIES AND TO A
BROADER RELATI(}NSHIP WIHCH RESTS ON A MUCH FIRMER

FOGTI"%G

WE HAVE A SHARED CHALLENGE-A COMMON GOAL. MY HOPE
IS THAT MADAME WU YI WILL RETURN FROM HER WSIT TO

AMERICA WITH A STRONG SENSE OF THE NEED FOR OUR TWO

GREAT COUNTRIES TO RESOLVE THEIR DIFFERENCES, AND TO

. MOVE ON TO REALIZE THE PROMISE OF THE FUTURE.

o

THANK YOU VERY MUCH.

LR, i e L EEN L e TR



