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*1\Ve:ve arri~'ed at a moment of very great promise and great hope for the 
Western Hemisphere.' 'Democratic values are ascendant. Our economies 
are growing and becoming more intertwined every day through trade and 
investment. 'iow we have a unique opportunit~· to build a community of 
free nations. diverse in culture, but bound together by a commitment to 
responsive and free government. vibrant civil societies, open economies and 
rising living standards for all our people. ,. ' 

President Bill Clinton 

, 
, "At its most basic, this Summit is about partnership. Partnership among 
the 34 democracies of this hemispbere, Partnership between the public and 
private sectors. Partnerships driven by dynamic emerging markets, 
supporting structural reform and energizing the public and private sectors 
in tbe ongoing pursuit of free trade." 

• Secretary of Commerce Ronald H, Brown 

, '< 



It is a great pleasure to have an opportunity to discuss the upcomIng 
Summit of [he Americas. to be held.rhis December in ivliaml. This eVent. 
which will b~ing together 34 democ:-atic governments in oUf"Hemisphere ~- aU 

,of the nations. except Cuba -- will be the. first meeting.of the heacis·of State in 
• 	 the Americas sir.ce 1967. "nc I war.,ec to outline our thinking as we approach 

this historic garhering . 

. In talking abour the Summit of the Americas. there is no better place to 
begin than in Canada. given our historv of close political and commercial . 
cooperation. and the, .fact that the genesis of our initiative in the Hemlsp~ere 
really began with the U.S.-Canada Free Trade Agreement. We see the Summit' ' 
and our ag::nda in the Hemisphere as a narural extension of our aiready close 
economlc relationship in North America and look to Canada as a full parmer as 
we go forward, 

Today. 1 'youid like [0 g:ve you some perspectives of the elmon 
Administration on the Summit and its agenda, Before I go into the details . .•. 
however, let me' give you the bottom line. 

First, it is important to understand where the Summit fits in to the 
Clinton Administration's overall world view .. In this regard it should be seen as 
a continuation of efforts to build a global economy where trade expansion 
creates more and better jobs at home and abroad. It began with the U.S.­
Canada Free Trade Agreemem. followed bv the NAFT A, It continued with the 
emphasis given to trade with Asia when Pr~sidem Clinton invited th~ heads of 
state of the Asia-Pacific region to' Seattle last year. There was the conclusion. 
after six lona years, oithe Uruguay Round ,global trade negotiations in Geneva 
-- the most fa~-reaching tr~de e;pa;";ion agr~ement in histo~y, In May. the. . 
President moved toward normalized trading ties with China. the biggest of the" 
Big Emerging Markets. In the past year. agreements were r"ached with Japan 
on construction. rice,telecom. medical equipment. and insurance. In addition, 
efforts have been made by the Administration to 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 imensirv never before seen in the United States, !n .L~e 
laStvear iilone.-ihe Adm;iiist~~tioii 'ha;;-plav"~d ~-role i~ assisting U.S. firms to 
win ~ome 70 major projects overseas acco~nting for well over $17 biHion in 
U,S. exports a;,d 275,000 jobs. ' 
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Canaaa h:ls also been aggressive in capitalizing on its internationai 
opportunities. :o-a much greale:- degree than ir: the U,S .. Canada is heavily 

• 	 reliant on expons.' and those exports have accounted for increasing shares of 
Canada's GOP. ,';"t the sa:ne ~ime. the Government of Canada has rerhOu2ht its 
02xpon promoLion programs. convenmg a task force to' try to streamline those 
efforrs, and redirect resources to those markets where eXDort !uowth potemiai 

~ 
lS 

, 	 .. " 

greatest-, 

, The Sumrr.ir' of the Americas fits squarely into oucjoim imeres[ in , . 
expanding trade and -jobs by opening new markets and new opportunities for 
North Americ,n businesses and North American workers. It is part of a 
strategy which places the highest pnority on competmg to Win m a bru:aily 
competitive globai economy_ and which remains true "to what President Clinton 
has said from the outset ~w that creatimr a strom! economv at home is the best 

. 	 . - - .' 
foundation for a strong position in the post-Cold War era. 

. . 
~corid, aside from fitting into our global 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 HemisRl:!ere to . 

. expand trade and create more and better jobs. Every country should benefit. 
but we in the U.5; are. especially well positioned. Growth rates in our exportS I 
to Latin America are surpassing our growth to rhe E.U., Japan. and East Asia. 
U.S. exports to Latin America have more than doubled since 1985. creating . 

·900,000 U.S: jobs. For the firs! six months of this year. moreover. while·total 
U.S. exporrsto the world grew by 5.7 percent over the comparable period in 
1993. they grew by 12.6 percent in Latin America. Our exportS to Mexico and 
Canada account for nearly half of our global increase in exports. But we have 
done well in the reg of the region. also. For instance. during the past eight 
months. e"pons to Argentina 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 year: the Hemisphere is likely to accoum for' 
$200 billion in U.S. exports -- more than we sell to Western Europe, Eastern 
Europe.. and Russia combined. 

Seming from a smaller base. Canadian exportS to Latin America are also! 
on the rise. Canada's exportS to-the region grew by 30 percent be~ween 1991 
and 1993. 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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exports to the :-='~ion begin as exports 10 the C,S,. later:o be'processed and 
incorporated i;:ro ?roducrs shipped from U.S. 'facLOries ana pons, ; So C~Dada 
has a direct ecor:omic srake in the U.S,·s success in penetrating export markers 
in the region. 

Looking ~o ihe furure\ [he prospects are paniculariy brighL qrowth has 
been picking up. Economic reforms have been dramatic. Now the Summit and 
its follow up gi\'e us the chance to press our trading partners to further .Iower 
their barriers tQ our products and services -~ barriers which are much higher 
[han the U.S. or Canadian impediments to their saies here .. In this respec," 'a 
major U.S. goal is to further level the playing field. Indeed. a recem stUdy by 
lhe highly respected Institute for International Economics in Washington 
indicated that if there \vere to be free trade in the Hemisphere. Latin American 
countries could lower their tariffs by about 24 percent on average irom 1990 . 
levels. far exceeding U.S. reductions which averaged 3.3 percent;n that same' 

,,, .., 	 year. The same onail's's predicted that V.S. exports could increase five-fold by 
the year 2002 -- from a 1990 base - if we had free trade in the region. [am 

told that dramatic estimates have been made for potential growth in Canadian 
exportS to the region, too. . , . 	 , .' . '. . 

Third. lin talking about trade expansion we should rake a broad view of 
what it is all abour. Negotiating [raditional trade agreements is crucial. of • 
course. But there is much more than that. The driving force for economic' 
progress in lhe Hemisphere is the private sector. The push toward more . . 
cominerce. and the jobs that will be creared by it. will come deal by.deal. firm 

. to firm. This pUIS a top priority on -linking up teieoom services all across the ' 
Americas: on creating common standards for products and services: and. on 
simplifying cUStomS procedures .- to take but 'a few examples. These "nuts 'and 
bolts" are not a substitute for bold moves to lower ottier !rade barriers. but the" 
are critical ingredients in the real world of business. . .. . . . '.' 

In addition. we will have an opporrunity to discuss with our Latin 
American partners ways to encourage and assist with their economic reforms: 

. Thelogic..is-simplt!. -Cominued,reforms"in'such areas as budget reduction: 
privatization of state enterprises. and reorganization of regulatory regimes lwilI 
boost Latin growth. Over the iast few years. U.S. exportS have expanded by 
~bout 15 percent for every I P."rcent of increase in Latin American GDP. Pem­
~p demand from the "lost decade" of the 1980s explains' some of this, bm not. 
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most. and o\'~i"~he medium~term we C:ln expect that C.S. eXpOrtS wili gro\v 5 
(Q 10 percent i'0r e':ery I percem increase in Latin-GDP. 

. 
,.~• . 

Founil. ::':e Surnrait is a unique chance m \vork \\'ith o~r hemispherk.:::t;·~ , 
iJartners to build more linka~es betweer: democrac\', free [fade, ::mo ,,'r(;f~;.t\.. 
, - I , '. 

c:nviro:1memal.ly sound growth. There is no ~uestion that the "three go together. 
And there :,5 no question L1at we J~ave 3. unique moment in history \Vhe~e freely 
elected gover;:men,ts ac:knowtedge this ([url:: open trade or e:::onomic reform 1$ 
n'or an end i,c itse'lf. Raising the li\'ing standards of men. women~: and children 
IS the e!ld. ,So, is g:ivinl!. [hem more choices abom the'wav they live: As-a' 
thoughtful. no\\' iO'rme;: Venezilel~n minister once said, ;'People don't wam 
reform becaus~ ir is good economics..They want it because it giv'e:s them "3 

chance to have 0 lelephon~ that works or because it makes hot waler run from 
their showers .. , 

, .. 
. Fifth, we should be under no.illusion to what is happening 1O,our- " 

backyard. !lnd why this moment is so precious, The number one priority of 
every mition in our Hemisphere is jobs, I'm reluctant to make it sound so 
simple. but when all is said and done, economic progress and eCQl)onUc security 
is what' the 'post-Cold War world is all abom -- and that means more jobs, and 
better paying jobs, J mention this to point out that the economic dimension of . 
the Summit is wtat matters'most to the 34 democratic Governinents in the 
region, and the nearly 800 million people in this hemisphere. And lhe 
economic agenda is dealing with the central issue in these waning years of the 
twentieth century, and what will surely be the central preoccupation of all the 
nations in the .>\mericas as the next century arri\~es. 

Sixth, ,the Summit should nOt be viewed as only one event. but as the 
kick-off'of an era leadin:g't6 sustained follow up on ; broad range of is~ues 
from more (rade agreeriiems to the linkinll of telecommunications systems, It 
is. ill other words,-a beginning and not a~ end, It is a process. no( just a one­

. time photo op ,'" .-, " 

•,--.. - ••~--- >,•••., 

I. . . 
Let me try to provide a bit of historical perspective as to where we are 

today with our hemispheric panners, I would then like to focus on OUl: 

commercial strike in the region, the opponunity, before us. the possibilities for· 

~.,.,., 
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extending free ;-:-ade. !he broader areas for economk coo~ratiori. :J.nd [he 
Summit pr~)Cess ·t[seif. 

• 
AN HlSTQRICAL PERSPECTIVE 

It is im;oor;anr to appreciafe how far Latin Amenea and the Caribbean 
have come along the path of democracy and market-oriented reform. 

, The European influence. panicularly that of the Spanish. played a very 
prominent role in the'development of the region. Authorimria:t institutions 
provided direedon. order. and stabHlty. and made it difficult to eSfablish 
democratic instirutions. Authoritv ti2ures had' oresence. enforced ·aiscioline. 

~ _. . 
and provided ravors to those who were part of the establishment. Even Simon 
Boliyar WaS u~able to implant the democracy which he found so admirable in 
the developing United States. 

Paradoxically, however. the. region also fell weak, and sought protection, 
whether earlv on from colonial masters. or from the United States Which, in the 
view of some people, was_obligated to tak~. care of rbe "region given its position' 
as a great power. In a re'a! sense,' the Uillted States would be the provider, but 
the region wouid nimain distant. The Cold War heightened this problem as the 
United States gave priority to ensuring politicai stability in the region ,it the 
expense of building institutions which would foster democracy and market-
oriented approac~es to economic aevelopment.· . . 

Politically. the region has paid lip service to hemispheric integration for a 
long time. [t is only recently, however. that it has been able to rid itself of the 
dated ecoDomic notions of the 19605, including. heavy state. intervention in the 

";- economy. It took the debt crisis and the end of the Cold War for the region to 

re~lize lhe need for a 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 Stares, came to prominent positions of 
leadership both in the public and private sectors. They saw the rapid economic 
development :in East Asia· that was based··on expon'led growth and trade 
liQeralization.. The advances in telecommunications also played a significant 
role in making citizens aware of opportunities beyond their current grasp. 
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These forces conv'e:"ged to launch the :nos: si2nifkam decade of Doiiricni-	 - ,
and economic :-eI·orm we have seen in modern rimes. \Vherner aictators were 

, 	 peacefulWre~lOved in Chile or Paraguav, or whettier cOUlmies such as 
Argentina o'r Bolivia embarked on r'Jodame:1tally radical economic refor=ns. the 
region was changing dramaticallv, The leadership througnounhe hemisphere 
also TeaHzed t;-;'3t the new'economks would require their coumries to become 
increasingly competitive on a global basis. not JUSt on a subregional one. The 
debt crisis had demonstrated onc~ and for all how these countries were 

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

We also .came to recognize the importance of the region to our own self­
,:merests. The debt crisis created a severe lrade comrac!ion throughout the 
hemisphere. It caused a sharp drop in U.S. exportS, and a loss of many 
American Jobs in our country. Although we rerained and indeed expanded our 
share of the. regIOn's import market. in absolute. terrns·it·declined by billions of 
doliars, The region was laying rhe groundwork for a stronger long,term 
recovery, however. and as that recovery began, for the first time in years, there 
was a reversal of capi!a! flighL .. Not only ,did. productive foreign direct. ,'" 
investment, inw!as•. but so did the rate at which the region's own citizens 
brought their own money home, The region fiIJlllly had convinced its own 

\ 
citizens that it was a good. safe place to invest. TI,;S was the most importan: 
test of true confidence in the \egion's economic prospects. 

At the same time, of course:; we in North America were embarking on an 
'aggressive strategy to link our economies through the U.S.-Canada FTA. ·in 
order to generate more and beuer jobs.· and strengthen our competitive position 
at home and around the world. 

. .' 
~ " " Tlfe NAFTA Achievement 

These historical developments -- economic reform and trade liberalization 
in Latin America. and the desire to expand the U,S.,Canada FTA to Gur third 
·North· American' partner-..··can· be said to have reached their-high point in the 
signing- of the Norrh American Free Trade Agreement. Mexico! had undertak~n 
hard reform, .both political and economic, and come to the realization that the 
old path of confrontation witi) the United States would do nothing (0 advance its 
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2auses of economic and poJiricai liberty. ~ather [han light the de\'eioping , 

. , trends, ::Iexico ",'.'ould adapt to them and seek:6 prosper \vjth the L~nited States., 
. . , . 
• 


For OUf (':In. \ve recoe:nized that these changes were occurring: and that 
,_ _ W 

[here would be ~:-ea~ advantage in capruring -a "market ,of over 100' million 
people \vho oniy '>:"Quld become wealthier and have more dIsposable income 
over time. \Ve ~i.:iO understand the imponance of drawing closer [0 a nation of 
great energy. ':iral:[". and promise -- ro which our ,fate is linked by dint· of 

. geography. 

Canada. r'of its ·part. was interested in both expanding its relationship \vith 
!vlexico. securing its access co the U.S. market on at least as favorable terms 'as 

'. J.l1Y other country: and insuring. its par:iciparion in future e'xpansiorrin the 
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, intellecmaI property. services and i'nvestment -­

-' as wel]"as environmental issuesand worker rights, ,Many of its feamres could 
constimie a baseline for fumre U.S. ttade agreements. , ' 

We anticipate the majority of NAFTA's benefits to accrue over the long­
term as the three' countries phase-in effons at market libcralizariori and further 
soHdif" our economic inteRration. Nevertheless. we have alreadv bel!un [0 see 

~ - * ­

.,the fruits of our labor, 

The first eight months of 1994. for ~xample, show that U.S. exports (0 

Mexico were 20. percent higher than in the first eight months of 1993. Our 
expons to Canada were also up by about 10 percent for the same time period, 
In fact. our exportS to Canada and Mexico were responsible for nearly half of 
our global export growth through August of this year. 'As expected. market 
liberalil'ations have also benefitted our NAFTA panners. U,S. imports from 

.. _--..-,.. Mexico were up approximateiy' 22 'percent,- and our Canadian impons grew by 
about 10 percent. creating wbat we iike to call a "wm-win-wirl" situation. 
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, For ~Jj,:acia. exports to Mex;cc Jje '3:S0 impressive, Under~,th~ first eighr' 
months or' ~AFT::'. impiememarior., Canadian 'exportS to iViexico are~~up 33 '. 

• 	 percent and"C:1D30ian expofts t'o the U:S. were up' bet..\'een 10 to 10 perceni ~,' 
(depend:!lg on '_\,'hose rigures yo~ use~)' 

. , 

As we'aii know, expan¢ed exports mean increased employmem. Six 
. month esrimme; ,how that increased exportS due [Q NAFTA have created up to' 

iOO,OOO jobs in the \.:.S .. compared to iess than 5.000 employees wllo had bee~ 
cenjfied for assistance under the Labor Department's NAFTA Adjustment 
As~istanc~ ?i-ogram. Tha{ IS t:le kind of nel gain that justifies-the Pres~der;(s . 

, comm,it~en: [Q moving ahead wi~h<ts:~panding U S,.,.:ra~e rhrougho'Jt :he 
AmerIcas,' 

, 
. The comiue:nce of North American economic integration a.nd reform and 

revj,;al in Latin ,,,meriea have come tOgether tOprovide the histOric opportunity 

" 

, , 

.. .. ";' .., _ ""~, ...... ;.,, ""'- ..~ -'; ". ~ . _ ',' ' ..•. .:... , _ .' ,";;.... ,-",­' 	 ' 

I have mentioned both the historical context of the recem developments in 
the hemisphere. as well as the NAFTA success, to de)TIq!lwa,te why what we 
are doing in the hemisphere'is so importam for our cdilhnued, global success, 

-The region :5 on a' solid economic foundation and seems to have turned 
tne corner in terms of winning the battle against inflation, "For exampie. we 
expect'regional reai'economic expansion for this year to again surpass 3' 

,. 	pe~cent,'and the inflation rate to· fall to around 16 percent.( excluding' Brazil), 
Moreover. there seems [0 be a gradual convergence of growth rares throughout 
the region. This move toward more stable, and predictable, growth augurs well' 
for potemial exponers. ' ' 

.. 	 , 
To give you some sense of the possibilities, consider this rough estimate: -' 

, ,Between 1983 and 1993, U.s, exportS to Latin America increased from $25·15 . 
~:-----'----billiolNO'S:;8cl biilion:-:-Duringthat time tile average-annuatGDp'-growth' of' - ~:", 

'Carin America and the Caribbean was 1.5 Dercent. Had the lirOWlh'rate been, 	 .-' 

one point higher -- say, 2.5 percent -- U.S, exports would have likely increased 
by 	$8.0 billion, supporting' an additional 144,000 jobs, 

-' 

• 
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According :0 [he institUte of Internationai" E::onorr:ics. moreover .'~ the" 
paremial for e\oanding U ,S, exportS if we had a ir"e :rade 3'rangement in the 

• 	 hemisphere '.muid oe substantial -- some S36 billion more by the year 2002 
than might Otherwise' be the case even aS$ummQ continued reforms jn the rcn:ion 

~ 	 . 
(bringing total L".S: exports tQ:,~atin America to some S106 bmio~,) Canada's­
rel~tlve stake may be even gre::uer. given the low base u?on which these 
increases woule build. and the multiplier effects of exports to U.S: ),ompanies 
who further process goods bound for elsewhere in the Americas, 

, 	 , 

\Ve also have seen a remarkable increase in our foreign direct investmem 
in the region. OUf position in Latin Amerlca has -increased by nearly two-thirds 
over the past four years. and' nov': stands,at over 5100 billion, This is on a par 
with the :lrOWti1 of U,S. investment in the Far East. This trend reoregems a -	 . 
tremendous \·Ole or' conridence nor only in the region· s economic refonns but 
also in the prosQec,s for the furure as well. I am reminded here of how the 
prospects ,of a NAliTA-spurred trade and investment .Iong before the' accord was ,,­
actually.implemenrei:!. So. toO, it seems that business is voting ror Latin' . 
America and the Caribbean with itS dollars ..-:. the surest sign' of confidence there 

,is. But it i~ also jn~reasingly unil,er?tood i~~tatin America that such confidence .. 
'is only" remed." and requires constant' payments inthe form aLa continuation 
of sound economic management, 

Th,:re is another pattern worth noting, too. Because of protectionist 
import-substituting policienif the past in'Latin America: U ,5. companies have"" 
typically,suppited the Latin American market from their foreign affiliates. 
However. as our neighbors' economies have opened up. the U.S.-based parents 
of our multinational coroorations are eXDoninl1. more to their affiliates.' In . ..' .... 

1982. for example. sales by affiliates were 16 times greater.thanparem-to­
affiliate shipm<:.nts .. By 1992 the ratio had fallen 7 to L In short: investment 
is pulling exports. And exports are generating well-paying jobs, . 

~ . 	 -' 
The prospects for ,rade and investment come together in the enormous 

opportunities which exist for U.5. and Canadian firms in working with our 
-"-:'''-~l::at!n-American~partners -to 'deve iop'their"piiyi;icarinftastfucuire~'; their roads:­

<" • 	ports, airportS. telecommunications systems. power generation capaci,ie;;. and' 
environmental technologies. for example. On the one hand. inadequate 
infrastructure will be a critical bottleneck to Latin American growth in the 
future. On the other. ihe peni-up demand from the deep recession of the 1980s 
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~ is enormous. '";",5' is .;:~1e size .of the-;poremial' ?fojec:s for ,~e future '.~ :nany of ,¥>., 

which wll! span more" ~han our coumrv. . - . 
• 

" Recent repons by the Economist Imelligence Unit and the \Vorld Bank 
indicate that the demand for invc.:srment in infra~[rucrure iiI Latin America could 
approach 5500 blilion oyer the next decade -- or S50 billion a year. U:S. and 
Canadian firms should get the lion's .share .of foreign business. This·inc·ludes_ 

'i'ncidentaliv. ~ari.kin-g and Olh~r flnanciaf'ser\:'ices.' :;;here ~o~e IMovatio'n ~iiI 
be. req~iredthan ev;r before to mobilize funds. without Latin'sovereign . 
guarantees, . 

":t " .oUR CllRRENT OPPORTUI\"ITY 
; 

.<'. 
. . , 

'Now rhat'SAFfA is in pla~e, wehave a c~ance·[Q.'flllild ~pon the, 
, Hemisphere's desire for a closer relationship arid it,5 d.esire to build sustainable 
,econq!flies (09ted.in ~emocratic ~nstirutions and market--oriemed.convicti~ns., --'3 ...... 

We. need to do this ·now for se,veral very important reasons" 

. ',. ", ..:.~":".,, ~. ... ' : .~ ,; ,." .. - ;;. . .~.. "-: ~ :', ~".. " " 
. The first ,reason is that I believe .rru.t :we should do whatever we call to' 

help improve .the lives of the hundreds of millions of people who live in .our 
, .:,.~ '. "neighborhood." ' . . .'::. ;: .. 

(r~" ",'
':''', ; The second reasOn is that Latin American· economic re"forms are entering,• 

a diffi~ult phase, where many of the erutier steps, have beeQ taken"and th~ mo;e 
difficult measures' are on the immediate agenda. This is the time when'" " 
assistane" and. encouragement from th~ United 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 in the future -- which gets us back to the 
Sun:uniI, and the Hemispheric vision it can imparL This vision, to the extent it 
is based on more open markets linked to economic reform i$ the best way to' 

>~,cnsuf(>,cominued capital-t1ows-to-Latiri America~ in·some ways) 'this assurance' ... 
. may be'the single most important cooperative endeavor which we all can work, 
on--furallofoorbe~t, , 

http:09ted.in
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The thin': :":::1S0n is grounded in other realities. The '.Vorid I!conomy or'" 
[he hue 1 ~90s ::::0 be~~ond w1II be characteriz.ed by brutai c:ompetition. 
:\mcrlca>1 (::-m5 ;;lnd 'workers have'done well in Llt:n America over the ~'ear to" 

sect:.re marke: 5;1a~e ::md to earn profits. In 1993. for exarpple. U.S .. exports 
took 4;; perce:;l OJ" .the Latin American import market. compared [Q 10.8 percent' 
accounted for r.,' the European Union and 4,1 percent by Japan, \Ve should 
aim to dq:: e\'~n beuer in. 'the furure ..,,:~his is nO"t juSt rhetoric" As' we· look at 
other dynamic ;<egions such as East Asi:;, it is dear that this Hemisphere " 
represents one or' our beSt betS to capitaiize on all of' our advantages, ",These 
Include the historical preference'in the Hemisphere for U.S. productS, and 
,serVices. and 'he :'act of our geographic and cultural ti~s ,As a Hemispheric 
neighbor arid b,,::::!.!' t9 almost' 30 'million Latins and a growing number of people 
of Caribbean u:!scem. we in the C.s. feel that \ve have a special oppormnity. 

Founh. !!ilpro\'ing access for North American products throughout' the , 
, . region also. will enable :1S to remain an open economy -- to the ,benefit of. the '.' 

region as a whole, So many well ?aylng jobs now rely upon expons. that we 
,must give the highest priority to opening markets abroad. And this openness of 
o\,r economjes ,~a"!l0t be,sustaineq if we Iose,tl]ose jobs because others want to ,. 
export,their une;nployment and competitiveness.problems to the Unil\,d States . 
while shielding their own economies. 'We no longer can afford. nor should our 
workers have to shoulder. that burden. ' 

~li~ 

Our'iriends to, the South know this. The autarkic, import substitution 
models of years aao' are crone, Their liberalization efforts recocrnize the key 
fact that in' order ;0 fully-participate In the Imernational economy. one'lias to be 

. competitive. .\nd. to be competitive. one must be open to new ideas. new 
products, and new technologies. regardless from where they originate .. Finally.' 
the expansion of commercial ties and the jobs that will flow are the biggest . 
issues in our hemISphere. In my view. there could be no more effective ' 
demonstration oi our foreign policy leadership. than to work wtth our trading, 
partners to expand .trade. investment. apd jobs in our region . 

,... . ' ... 'Finally,· there:is-thdssue·ohirriing .. < This is the right time for .the 
Hemisphere to come together, Democracy has spread: Economic reforms 'are 
in full swing. And all over the continent free trade pacts are being discussed 
and concluded.' ' 

http:sect:.re
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\vt.: ;;::X-P;!~'; ~he Summit of [he Americas to provide the serring-for deflning , • 
a post-NAFT.:·, ;"etegy in Latin America and the Caribbean. We would like 
the leaders :0 ,endorse President· Climor.'s vision of.exter:ding free trade 
throughout the, :',mericas and 10 adopt concrete measures that \vould move the 
Hemisphere lO\\'Jrd that objective. A Summit that agreed on these objectives 
would represent an historic evem . .It would be the first Lime that t~e nations in 
our Hemisphere :lgreed ro such a far-reaching- goal. the first time that mar,ket-' 
oriented principies would have received such a widespread formal endorsemeni:-' 
the first time d~at the nations if, our backvard will have agreed on a common 
vision for the fU~l:,e" 

The C1:::,i011 A.dminIstration is currently reviewing options for advancing. 
hemispher,ic iree reade. We have been conSUlting imensively with our trading 
panners on l:o\'.' this might be .done, While many of the alternatives are stiil 
under consideration. it is fair to say that we are srudying a wide range of 
possibilities ,- bilateral trade treaties, multilateral arrangements, NAFT A-type 
links. Tbe main 'poim is this: we want to take advantage of any and all. 
opportunities 10 open up markets 'for our firms and workers. . 

Whatever the ultimate game plan,' it will'have to be widely ~greed·""" ail": . 
the Governments in the Hemisphere. especially the three NAFTA panners. 
And, as far as [;:e' United States is concerned. it will. of'course. need to reflect 
the views of C ong-'ress. the business communiry," and Amencan workers . 

.Thegame plan should also be clear with regard to the foHow up steps ' 
necessary to mme·toward expanded trade in the Hemisphere. WeaH recognize 
that our goals cannOt be achieved in one year. or even five. But the momentum 
[award trade expansion shouidbe bolstered and accelerated. And in this regard· 
a clear roadmap \\'ill be a great advancement over vague pronouncements of 
intentions. " 

.. One thing is clear -- wha[ever approach the Climon Administration 
develops. "fast lfack" authority is essemial. Fast track means that our Congress 
would provide the Administration with authority to negotiate a complete deal. 
and one which would be appr.oved without amendment. Without this amhority, 
we would be unable to confidently assure our potential trading partners that the 
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deal we re:;~:: :.: the table 'XiiI be'the agreement appro\'ed upon by Congress .. 
Our parme;~ ''','luid be relucrar:: to reveal their borrom~}n'e for rear ,[hat 

• 	 Com!ress \\';'Ll!;] :rv to rewrhe the deal. .j..l!reemeiitf,~ailla be diffict:it. if nm" 
imp;ssible: ' ',.:::os·e. \VithoU! this criticai ;ssurance. ;~(~ote,mia! trade 
partners :n!gl~: "'>;;: reluctant w nego:ialc-:- • 

Tm!'<lUNG 3EYOND TRADITIONAL TRADE AGREElVfENTS 

Muci: ,'( "t;J"!;:u we are talking aoom here today revolves around trade. :lnd 
the traditio;;~i !10tion of liberalizing :rade agreements. But I Want to rake a 
momem and n.:;mion that trade should be construed "to have a very broad 

,meamng . 

. Let l~l~ :~~=~;tion a few of these broader Issues. 

We shouid strive to assist in capital market reforms: not only to -, 	 o 
ensure greater and more equitable access to the market for a 
country's citizens. but also to ,assist in ensuring more active 
pamcipiltion of ,foreign participants, As I have noted; the future 
development prospects of Latin America and the Caribbean are 
heavily dependen: on increased private'investmem, and it w.Hi' be 
essential to broaden and, deepen more of the hemisphere's markets 
in order for these nations to have adequate access to capital on 
:'easonable terms, 	 '; 

o 	 .\lore transparent and equitable regulatory systems would be a 
;!rem advantaQe. Governments have come to recoR.nlze that they no 
longer can intervene in markets as they have in th~ past. They'also 
cecognize that there is a legitimate need for appropriate regulatory 
mechanisms to ensure, for example, an environment oJ free and 
o?eo competition, There is a proper balance between stifling 
reg~iation and a total absence of government comroL and all of us 
should work to find that balance, Canada, like the U,S .. can set an 
example for other coumr!es of the Hemisphere, 
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o 	 '~wnriarcis are another necessary and appropriate governn1em 
~·'J;Kiion. 'tJut we should sTrive to de\'eiop star:dards. \vhich act to 

.., :~,n[ec[ the punlic but do not act 35 barriers [0 commerc:al activit\' . • 

o 	 " Telecommunications 'poiicies shouid promote grearer linkages "and 
~lot stand in the \vay of their development. A policy of fighting 

. . . ,echnological progress will not be sustainable over the long-term ~-. 
t, the ii,l1kages are being established and governmems understand the 

... 	 necessity of providing encouragement necessary to promote even 
gre:lter efficiencies, 

There " 0 social dimension to' all of [his which is imponant as well.· a~d 
which also iligh:igors how impor:am Latin Amerlca and the Caribbean are w us 
at this mome!"!(, ~,he convergence of democratic institution building .with 2: 

strong commitment to· private secror-led growth creates an extraordinary 
opportunity to redress longstanding inequalities which traditionally have stifled 
both democraoy "nd truly free enterprise in our Hemisphere, Democracy·can· 
reinforce people·s 0PP0rt",Inity for advancemenf; just as economic well-being 
can. provide the catalyst for truly sustainable development of democratic ideas 
aruflnstitutions. Uemocracy can act to ensure that the benefits do not go to just 
a few. We must take advantage of the moment to lend support to those who 
see this social dimeps:on to economic development and who arc. committed to 
achieving h. 

This 1$ more [han altruism or "political correctness.·' Growth which does 
not spread to wide segments of the public means that the underlying economic 
reforms are unlikely to be sustained. A reversal of such reforms would put .... 
Latin Amenea iJ:to reverse economic and pOli[ical gear :- [0 no one's interest. 
certainly not OUTS. ' 

mE SUMi'vU:r· PROCESS 

The SUfl1miLit~elf will start an extensive process of more cooperation in 
the Hemisphere. The best means of follow up Is now being il1tenslvely 

,. . . 
discussed 'amon2 Qoverrunents. It WIll certainly involve collaboration with the 
private sector ~~- the engine of trade expansion.' It will certainiy include 
additional meetings of ministers in the trade and commercial arena. We can 
expect an extensive process lasting well beyond the Miami meeting. 
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If we ~:i1d':he r;ghr vamage poim and look our to\vard :he horizon, we 

c;;m see :l Cl:;:lf ~C'al. It is a Pan-American,COmI!lUnity of democracies. of open 
marke:s.':.ind L+:' p,ospering societies, Many roads lead to that bright spot. 
More free rr30e ;Jgr~ements, More agreements to facilitate investment. 
Programs 10 c:r:courage business-driven gro\vth t:-tiough cooperation on '. 

regulation, :;L.1ndards. infrastrucrure developmem. cooperation on lelecom and 
''7, 

energy linkag:::s. =nvironrnental protection, 

The Summh won't be the end of the process: it wiil be the beginIung. 
But with no C,,~jJ \\lar. with no major ideological divide. 'with ·solid prospecTs 

. for global economic IUOWtn. \vith markets opening: evervwhere. with economic - . . - , - .. 
reforms ga.thering sream. with nev..' technolo"gies sprputip.g everyday ~ with the 
initial success or' theJ\AFTA. with the Clinton Administration leading ang 
listening and \\Q,king with our trading partners without the patronizing altirudes 
of the past .. with all this. the possibility for hemispheric reiations never looked 
belter. 

Thank you \"ery much. 
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,SUM/vlARY 

We ar" entering an era'when foreign policy and national security will 
increasing~v revolve around our commercial interests, and when economic 
diplomacy will be essential to re~olving the great issues ofour age. ' 

This is not the first time that America 's joreign policy focused so heavily 

on its commercial 'goals. However. in the past we either tried to pursue our 

economic objectives while remaining alooffrom political entanglements, or we 

subordinated economics to traditional foreign policy and national security 

concerns. We can no longer afford to do either. .." ." 


In foCi. whereas in the post we have often tried to use economic 
instruments (0 achieve traditional foreign policy goals. today, and in the future. 
we incr~asingly will be using traditional foreign policy instruments (0 achieve 
our econprnic objectives. . 

, . 
Change is upon us. Where ~nce we measured national'power in terms of 

throw weights, now we measure it in terms ofsavings rates. Where Once we 
, were concerned with missile gaps, ,now it is the gaps between revenues and 
expenditures. anii between exports and imports that concern us.' Where once 'we 
focused much oIour diplomatic energy 0/1 international security institutions such 
,as NATO, /lOW we must do the same for international economic institutions like 
the World Trade Organization. Once peacekeepers could be'identified by their 
blue helmets and side-arms. Today they are equallv likely to be found in blue 
suits. carrying laptaps. ' . . . • . . 

This speech discusses the fusion offoreign policy and economic poliCY 
with reference to relatio'!Ships with our traditional alUes: the Big Emerging 
Markets: the economies in transition in the former Soviet Union, the Middle 
East. and South Africa, and the special case a/China. including the re!ationShlp 
between trade tind ,human rights. It also discusses the changing role of 
technoiogy In our foreign policy.' , 

It then reflects on some of the features of economic diplomapy that 

differentiate it from traaitional diplomacy, and points ti> the efforts of the 

Clin./on administration to adapt our foreign policy to these changing times. 


' .. 
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It is a real treat foi: me to say a few words at my alma·mater. As a 
student. I had a wonderful experience here: And: can not think of an education 

· that prepared me so well' for the career that ultima:ely followed as ! moved from 
S.A.!.5- to the State Department to Wall Street and now to the Department of 
Commerce .. alwavs with a focus on international finance and trade; 

, . ~ " . 

I was accepted at S.A.r.S. when! was a seniorat Dartmouth, but because 
.of military .obligations I asked for a four year deferment When I was shipped 
off to Southeast Asia, I carried with 'me a very old school catalogue ~-. I can't 
remember where I found it - just so I could remember that a better future . 
awaited me. Towaf!ls the end of my. army tour, I dug. out that cal.{llogue and 
noticed that'S.A.I.S. had a program in Rangoon. With some Asian experience 

· under my belt, and with a high level of skill in speaking Thai Jlea~d at the 
Defense"Langu'ge Institute and on cite scene), I decided that Lwould begin my 
studies in Burma and become a real Asian hand. At the time L was enamoured· 
of cite 'writing of Robert Shapl.n,." great ';".rtime correspondent who remarned 

- in Asia and who was 'now doing 'pieces for The New Yor!9:r .. That was my idea' 
of fun, and' I had in mind 'that one day I would be him - reporting from Asia" . 

I wrote alener 10 the Dean saying I'd decided to do my degree in 
Rangoon. About two ·months . later I received an answer: cite Burma .branch had 
been closed several ye,.... ago. I was crushed. And so I spent two years in 
Washington, and today, ! speak to you as a government official and not -- as 
might have been 'the case -- an Asian correspondent,. . 

When I was at S.A.LS., the Vietnam War was still on, Watergate was 

unfolding, OPEC was flexing it muscles for the first time, and good Japanese 


· cars were just beginning'to appear in America. Nixon had closed cite gold 
window a rew years before, arid the trade and monetary system were in 
considerable disarray. The first arguments abC?u! interdependence and what it 
'meant were beginning to be made. I,did not really understand any of it at the 
time, but S.AJ.S" was a wonderful place to feel a part ofwhat was happening in 
the world. Like so many memories, all this Seems like only yesterday, but also 
a lifetime ago. . . , 

Indeed, in the twe~ty years, change has engulfed us in mindboggling 

. ways. 


. It is, Of course. a cliche that we live in' an era of rapid change, change 

which seems io accelerate and build on itself. But it's true, .
. , 



It is some of tliese changes and what they mean for foreign' policy and 
national security, that I would like to talk to you about 

In 'my view. i" fact, we live in a period that has no parallel in the history 
of U.S. international relation~. The old paradigms don't work. New approaches 
are needed. Tonight I would, like to, raise some ideas about key components of 
this country'semerging new foreign policy, My thoughts will focus on' the 
centrality of commercial issues in our foreign policy, and the changing nature of 
our economic diplomacy. 

• 
, • My concept of economic diplomacy will not be limited to ~iitional 
notions of how governments deal with each other to spur world growth, ' 
coordinate currencies or negotiate' trade agreements -- although ,these are crucial' 

, elements, I want to go well beyond how our economic negotiators deal with ' 
-: 	theirforeigrt counterparts. and reflect on ecpnomlc'policy as'a central 

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, . 

, This is not a'small shift, But it is one that global forces· beyond our 
control dictate, We are at a watershed in history comparable to that which took 
place acth" conclusion of the, World War.!!.' At that iime we were compelled to 
rethink our role in the wflrld and formulate policies that would carry us forward' 
through the second half of :the century, ,Confronted oy an expansionist Soviet 
threat, we countered with a strategy of containing communism wherever we saw 
it Faced with a military challenge, we focused on security issues,' 

I'd like'to start tonight with some diplomatic history, ThenI will turn to 
a description of our national security as the century ends., From there I 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 touch or. 
the significance of new technological issues. I will'then turn to how ' 
,,,temutional economic policy is made in Washington these days and, fmally, ! 
would like to retIect on the elements of effective economic diplomacy in the 
future, ' , 	 , , 

• 
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FOLLOWING GEORGE WASHINQ.TQN'S LEAD 
. 

Let's start at the beginning, with our first President. ' 	 \ 

Not only \vas George. Washington a soldier, but he was a successful 

businessman who built Mount Vernon into.a thriving enterprise. f\nd 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 9f his· importS came 
hm.. 	 . 

As a soldier and as a P"';sident, inhis mind America's f~reni~st 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 'n!?t 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 intereourse (mJ!(Jning cof!ll"tl'Ciai and 
'social exchanges) witD all nation.s: are reoommended by 
poliey, humanity and interest. 

He went on to identifY as a principal objective of American foreign policy 

· doing what is necessary "in order to give trade a stable coUrse, to define the ' 

·rights of our merchants. and to enable the government to support them." 

However, he qualified his. position. stating: . ,. . . 

Tbe great r~le of conduct for us in regard to foreign aations: ~ 
, io extending our commercial relations to have witlt tbem as little 

political cODnectioo as possible. So r.r as w~ have already 
formed .ngagement. let them be fulfllled witb perf':" good raltb. 

- Here let us stop. . , . " 

Moments, later, he strengthened this point of view, stating. 

It is our tfue poJicy to -steer clear of permanent alliance; witla aay portioo of the 
foreign world. 

Washington was not alone in these views. n,or' are tl\ey a vestige of bygone days' . 
· at the birth .of the republic when such simple perspectives could more easily 

prevaiL Since Washington; president after president has reiterated this 

perspective. 


'. 



4 

The earliest conflicts of the young nation. concerned violations of our' 
commercial rights. paniwlarly those at sea, When President James Monioe 
undertook to define the "Monroe Doctrine" which warned other nlitions to 'Stay 

'out of Latin !:-merica, it was in large part with our commercial interests in this 
hemisphere ~t heart. Throughout the 19th Century our international concerns 
were driven by our need for economic security at home, trom the purchase of 
Louisiana to the acquisition of Alaska, from the War,of,l812, to Admiral 
Peny's opening of Jap'.n in the 18505, Indeed, in all the 120 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 s~curity -- that 
commercial interests took' a back seat when foreign policy plans well drawn up. 

, ," . .' " 

It was a reluctant Woodrow Wilson, responding once again to threats to. 
American comm~n;e, who led the nation into the first of this century's major 

::- intemadom;1 conflicts, World War l. in which major commitments of U.S.' .' 
troops were deployed and asked to tight overseas. But even with the memory' of 
victory still fresh, an America uncomfortable with foreign entanglements :.. and . 
perfectly capable of deriving most of her prosperity from her internal marke'ts 
--: elei:ted Warren Harding to be President. Harding asserted the election was a' 

. resounding repudiation of "a suggested change of national policy, where· 
internationality 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 
credq was articulated by Harding: "We seek our' participation in the world's 
exchanges, because therein lies our way to widened influence and the triumphs 
of peac,e. 11 

'. . 

Then came events that forced a fundamental change, Hitler's rise' and that· 
of a militaristic Japan came as nations developed the means to effectively project '. 
force oceans away,· Now, threats from any major power were,i:lot merely threats 

, , to our commercial iitteresls at sea or our citizens working in distant markets 
- they were thTeats to our homes, to our·way of life, We engaged in another 
world war and this time we came out of it forever chanaed. ' . ­

. . 
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THE SHIFT TOWARDS INTERNATIONALISM AND MILITARY 
I~VOLVE~1ENT 

A reluctant in'ternational player for our first 170 years. we emerged from 
World War [J and then the' Korean War destined to become."internationalist" 
Our armed forces were stationed around the world, and we were the peacekeeper 
against new, awesome'international threats, Military force was nOHhe only kind ' 
of power that could I;>e projected around' the globe -: so' could political force via 
international institutions. alliances and other by-products of diplomacy. We 
came to the conc'lusion that it was in our. national interest to develop a foreign 

, policy that had as its principal objective the containment of communism, and 
we committed 'ourselve,s to the ,defeat of an ideology that threatened"'the most, 
basic tenets of our commercial system. We ,sought to defend ourselves against 
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 
leadership and shifted our focus to a new enemy. 'Said President Harry Truman 
in his 1949 inaugural: 

The peoples of the earth face the future with grave unceriaiDty~ eomposed. 
almost equally of great bopes and great fears. In tbis ti,me of doubt. tbey look to tbe 
Uoited States as never before for good will~ strength aDd wise 1eadenbip ... Tbe 
American people de5ire~ and an determined to work for... 'world in wbic:h aU oatioDs' 
and all peoples lue Cree to govern themselvo as they 'see fit, and to achieve a deeenl . 
and satisfying iife ..... Since the end of bostiliti~ the United States bas invested its 
substante aDd energy in a' great constructive effort to restore peate. stability. aDd' 
rr~l)m to the world. ' 

This is the language of wartime policy -- "making the world safe for 
democracy." "preserving the Union," ,"don't tread on me" -- turned for the first 
time to use in peacetime. And for almost 50 years thereafter, 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: 

f , . '.'. , ­

. . 
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 be90me, irrevocably, committed. to an active, on­
going international role tor America. 
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fAST FORWARD: THE CHANGING GLOBAL ENVIRONMENT 

, Think of America at that moment, We were the great victor, one of two 
remaining superpowers who would dominate the second half ofthe 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 

'economy, 

Today, we are the, sole surviving military superpower. But ofthe world's 
$3,6 trill.ion in trade, we are involved in less than 15 percent. Wi are the leader 
- sti'J the GDP champ by a margin of.about a h,undred percent - i't we are no 
longer so rnlativelv dominant. Furthermore, as world trade has grown, our . 
economy has grown more dependent on those around us. Since 1946, the 
percentage of our economy involved in international trade has increased by over 

-: . 300 percent. At the same time, 'Qur 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 Asia's foreign trade was with the U.S.; today it is 22 

. . . ) . 
percent. ..,' 

This sea change, - the disappearance of a, serious rival for military ' 
preeminence, and the 'loss of our pOsition as an 'unrivaled economic superpower, 
has brought us to a crcssroads.' . 

The old policies will no longer work. They must be adapted to meet the . 
changes that have taken place. A new ,world beckons.' It is once again a 'world 
in which our commercial interests are rising to the top of our global agenda. , ' 
But now there is something different, about our condition. 

In the past. when our foreign policy was driven by our commercial 
inter~sts we went through periods ofrelative isolationism with regard to other 
areas of our foreign poliCy,. This approach is apparent in, the remarks from 
Presiaent!f Washington through Hardi..tg. We w,(n~/d rlducrantly extend force 
overseas 10 protect commercial interests - but only reluctantly We were 
admonished to avoid, international "entanglements." Today, however, our 
commercial interests demand that we be engaged internationally on a permanent 
bruts.' There can'be no turning back. We must buy from' overseas suppliers and 
sell to burgeoning overseas markets.· We must be engaged to be competitive, 

http:Hardi..tg
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arid to expand the job base at home. But. in so doing, we must involve 
ourselves in a web of complex linkages that may seem very much io be 
"entangleinents," and that require a new, far-reaching foreign policy to serve our 
interests. ~ ", I 

NATIONAL SECURITY AS mE CENTURY ENDS 

With the threat· of the Cold War gone: it is widely acknowledged that our 
economic interests have returned , to the fore. That is aiso as historY. dictates,. .. 
There are few national interests more basic than those pertaining to our 
economic secunty, protecting,?ur livelihoods; and elevating our liviij!! standards . 

. I am constantly asked, "Have our economic interests, surpassed our 
- national security interests in our 'foreign policy?" 

. . . 
The answer is clear. While economic issues have rightfully gained 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 importarit 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 io crafting the successor policies to those 'of our Cold War 

- , '" 

years. 

The nature of the inter-relationship of th~se two sets of interesis becomes 
clearer when either is viewed independently .. Consider for a moment our 
immediate nationa! security objectives, 

You might identify several core goals: 

• Defending our borders against attack; 

• Helping our allies in Western Europe, Japan,)md elsewhere defend 

themselves against attack; , 

• Projecting enough force and confidence to ~eep others from even· 

thinking about' attacking us or our allies; . 

~. Preventing disturbances abroad which would disrupt the financial or 


" 
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trading system 'on. which we depend: , 
• Containing thr.eats such as terrorism. non-proliferation, and narcotics 
trafficking, 

". . 

But as you consider each of these points. you quickly recognize that to 
achieve these goals, we must set others that penain. to 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. Fo~ example: 

• ,Economic strength and vitality 'at home are essential so that we 'can , 
maintain a strong industrial base for defense production without sa!\lling the, rest 
of the economy, This includes maintaining strong domestic industries that are 

,of strategic' imponance. , ' 
" • Econornic strength and vitality are essential so that we can hold our own: 

- in an ever more competitive wodd economy.' The importance of succeeding in .. 
the face of such .competition is esseritiat'to higher standards of living)n 
America. to more and better jobs, and to the morale of the population. The 
m.orale of the population is, of course, essential to,be able to ask for, and afford, 
sacrifices if' times get tough. 

~ Economic strength and vitil.Jity are essential s.o that we are never in a 
position to have strategic matenals cut .off frem' us in a time .of national " 
emergency. 

• Economic strength and vitillity a!low, 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 costly military 
investments in the future. ' . . . 

• Economic strength and vitality enable us te give financial ~upport te 
peacekeeping efferts in regiens ,of the wori<l, 

• Economic strength,.an~ 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 carr be a leading force in intematienal trade and 
investment, we enjoy much greater political influence abroad. 

• Economic strength and vitality are critical t.o growth and ·el'.hanced 
'influence of U.s. firms around the world, which gives us important linkages to 
other socil!ties, and critical channels of communicatien and influence. . 

Of ,;ourse, this linkage between economic security and national security is 
not new. You cannot fight unless you can buy a sword. And what is worth 

http:strength,.an
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tighting for if it is not for those things which you value? The .reality is that 
economic tactics have been used effectively as national secunty tools many 
times in'the past. from placing pressure on England and, France during the 
1956 Suez crisis. to trade sanctions against communist countries to recent 
embargoes against j·taiti or Iraq, we have regularly used economi.; influence as' 
an effective means ofpersuasion.' an alternative to acts that put our troops at 
risk. 

But in all of these circum~tances: "conomics IVas ,being 'used to achieve a 
."higher" foreign policy objective: one' consistent with our central goal of ' 

. containing communism" Today. and as we look forward, we see quite a different 
picture. one in whichforeign policy will increasingly b'e used la aclieye " 

, economic ·goals. . 

ECO!'lOMIC DIPLQMACX IN THE CLJNTQN ADMINISTRATION 

. , ' 

'I would like to discuss some recent and current issues to give you a flavor 
of how economic considerations are ,being factored into foreign policy and 
national security decision-making in the Clinton administration. . .. . 

'Paci!1c Communi/JI. NAFTA. and GATT 

The Clinton admi~istration'can be proud, of several achievements in the 

international realin:'· Let me point to three in particular. I 


The first, e.nunciated during ,the President's first foreign 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 ihe turn to Asia were cited: more 
trade travels across the Pacific than tiie 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 decisiort to UP'P'2de' our economic and 
commercial engagement in' Asia cuts directly to central national 'security, 
concerns. 

Asia is where the United States'two major Cold War era conflicts were 
fought. Asia is home to what some view as the fQur great Powers that. will. . 
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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 
~ililary arsenals. 50 percent of the' world's people 'and over 40 percent. of the 
world's GDP. Asia is home to some of the most dangerous situations in the 

, world today: from the developmei:ll'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· a potentially powerful Japan . 

• At the same time, the end of the Cold War has' led to lessening oUf 

'emphasis on the projection of military power around the world. While oUr 

forces r~main strong in Asia, it is our growing investment and tradtwith the . 


. region that assures these nations that we will be a permanent presence, that we 
will protect our interests. when they are threatened and that we will pl~ce 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 b~i1d understanding. 10 sbort, even as our role 
as a military stabilizer is somewhat wound down, it is offset by our equally 
influential role as an economic stabilizer. 

Another foreign' poliey acbievement of this Administration was the 
successful conclusion of the North American Free .Trade Agreement - the' . 

. NAPT A -- creating for the first time the institutional framework for an 
integrated North American market . . . . .' ..' . 

: 
. The NAFTA was a watershed in .our. recognition of the importance 

international trade plays in our lives, ; In the years between 1985 and 1992,­
vinual}y all' th~ new jobs created in America could be linked to export growth, 
The international portion of our economy .is growing and will grow more rapidly 
in the future .. The NAPT A was a demonstration that we' recognized this and that 
we would continue to expand our trade. In the words of the President, we 
wou!d "r:ompete1 not retreat. ~I. 

This was more than just a: hard-won' politica! battle. It represented the 

articulation and raiificatiol] .of a policy of international econo~ic engagement 

that' is a prerequisite for success in the .new international economy. 




, 
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Beyond these aspects of the NAFTA:however, ,were the direct national 

, security consequences it offered, Mexico, a nation of 80 million people. had, 


since its revoluiion, viewed us ,as a threat arid an .adversary. Its statist, central 

, . 

planning approach to government had .led to privation among its people and a 
growing gap between our countries. megal immigration and drug trafficking 
and other sources of tension were a constant in our relationship and, until 
several years ago, ,there was no, reason to assume manerS' would improve. Then, 
in the wake of the 1982 (lebt crisis, the Mexican government began a political 
process that ultimately led to' the adoption of major, economic changes including 
fiscal reforms and massive privatization of major segments of the economy. 
The'NAFTA WaS created in large part to cement these reforms in place. Pan of 
the deal was that Mexico would have' greater access to our market;fndwe . 
'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 m~ke its economy more' competitive, thereby leading to more growth, 
more jobs, and less of a potential problem for us in the future.. Put another 
way, a prosperous Mexieo'was not just in our eeonomic interest, but in our 

.. nationalseciJrity interest, too. ' . . 

The NAFT A also illustrates the idea that economics have taken center 
stage in foreign policy in another way .. During the past several decades, the 
primary fOI'1:ign policy issue we fa~ed 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 . 
United States: "trade, trade and more trade." Consider, for example, the Summit 
of the Americas, to 00 held this December in Miami. This .is the first 
hemispheric summit in almost 30 years. The last suc~ gathering was dominated 
by unelected military leaders and discussions of how to fight the communist 
menace, This summit will be dominated by issues of eco~~mic integration, 
economic reform and how economic progress will serve the region's social. 
agenda and consequent political stability. ' 

I'll state this another way. When all is said alld done. expanding • 
trade - how, when, and ,where -,'is the central foreign policy issue in the 
hemisphere, . ' . 

'A third major foreign policy achievement was the conclusion of the 
Uruguay Round of the General Agreement on Tariffs and Trade. 
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. 	Ratilication of that agreement. which will produce an average 33 percent 
reducti'on in tariffs worldwide and stimulate international trade to the tune of 
$200 billion al)l1ually, will be another landmark in: the redirection of,American 
foreign policy and the latest affirmatjon that trade is cential to our national 
interestS. 

, ',But, as with economic engagement in Asia'and the NAFTA. the GATT 
should be seen in a broader context.' In the post-Cold War environment, a . 
strengthened GA Tf can help 'contain the'trade conflicts among the adyanced 
industrial nations that could otherwise spin out of control, espedafly since there 
is rio single military threat to hold the allies together. ' At the sameJime, , 
re<:ognizing that we are entering into an era in Which the potential' for regional 
conflict is a great threat to peace. aild that 'such conflicts are most likely to 
involve developing nations, the GATT offers economic benefits to the, ' 

- developing world 'that dwarf the"total of a\l official development assistance we 
can offer. Since the conflict between nations is ofien motivated by economic 
problems, groWth cornributes :to peace. Furthennore; membership of the GATT 
is seen by some countries, such as·China. as certification of their !Ilembershipip 
the international economic community And it will be in the GATT's'successor, 
the World Trade Organization, that many nations play out the major 
geoeconolliic issues of the years ahead, such as access to markets, apeess to 
techoology, and sub~idization of strategic industries. " 

Trade and Qur Traditional Allies 
. 

'During the Cold, War, allies such as Japan and Germany, not to mention 
, other members 'of the Atlantic Alliance, needed us. We provided the strategic 
umbrella that protected them: from 'the immediate threat posed by the Soviet 
Union. We also needed our allies for the support and resources they' offered in 
containing communism, Consequently; tensions which may have arisen among 
members of the alliance over trade issues were subordinated, lest ,they undennine 
our security objectives.' 

When the Cold War ended, a ,new reality waS dawning. This was the 
subject of my book., A Cold i.'eace, which suggested that in the post-Cold War 
era. divergi~g interests among the United States, Germany and Japan would lead 
.to a period of greater tension among former alliance members. I pointed out 
that'there would be no overriding strategic framework to contain the 
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divisiveness, unless 'we mai:le, a far, reaching'consciJus effort to develop one, 
based on a fusion of political. security, and ,economic considerations, Nothing I 
have seen in my current job has altered my view, 

Consider. 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 fal' the world's two most important economies. We have 
acknowledged time and again -- and President Clinton has repeatedly reaffinned 
this belief -- that no bilateral relationship is more importlmt to us than that with, 

, ,. '.Japan., ' , , . , 

,Throughout the Cold War, the ties, between Washington and Tokyo had as 
- their underlying premise that economic problems between nations were 
"important, but that in the end, they would be, subordinated 'to the U.S,-Japan 
security alliance, de;:oted as it was to fighting communism and to contairiing the 
USSR and,' for many years, China'. ' ' 

As we all know, however, today the economic problems between us and 
Japan are very reaL As a consequence. the Administration spends much more 
time on these trade and financial issues tban on security concerns. The " 
President himself has been heavily involved in such questions as how we think, 

.about Japan's growth; or what the U,S says about access to Japan's markets for' 
telecommunications, to take a few examples. l::/Q American, president in our ' 

,liletime 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 growing, Last year it toppea $59 billion. At the same' 
time. Japan, after Canada, is our second largest trading partner, with a bilateral 
trade volume 'at over $150 billion. ", 

" 

In short. the balance between economics and security has shifted in 
, " 

the case of Japan, with the latter carrying much more relative weight than 
it has in the past. ' 

, Creating more such jobs is one reason we are actively working on opening 
up the Japanese market.' At the same time, to the' extent 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.CJapan relationship, 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 burden's of regional leadership only to be 
shut out of tbe benelits of growth that stability hrings. It·.is not right. It is 
iloi in the interests of our Asian friends •. And, ultimately, it is. a trade 
relationship that is simply not sustainable." 

When it comes to·Germany and Western Europe. the interplay of 
economics "nd national security 'is also ·great. We. want to see a strong, 
prosperous European Union. Our current commercial stake is already enormous 

. -- $350 billion in annual trade arid, by some estim.ates, direct and in!!irect 
investments representing holdings equivalent to almost 20 percent ciiEurope's. 
GDP.· We would:like. it to be even larger, and have been pressing our trading' 
partners to reduce l?arriers to a wide range o( prooucts, from high technology to 

. :.,,: entertainment to agricultune .. As in Asia. our long-term economic. presence . 
will be' the most tangible" evidence of our dose ties with'the European' Union 
and its members and; as in Asia, to the extent we reel that we are not being 
fairly treated. the overall alliance; .in.hiding its military dimension, will 
suffer. . 

In the· European case, however, economic policy is security policy in 
another wav, too. Western Europe has, at its doorstep, a host of fonmer 
communist' nations striving to revamp their economies after half a century of 
marxism. To the extent th~y succeed, Western Europe will benefit greatly (as 
will we). But if there 'are serious problems, we will surely see'an escalation of 
qangerous tensions which wiJI. result" in political tuimoil and, possibly. massive 
influxes of refugees into Western Europe. This. in rum, will undermine the 
economies .of Genmany, France and the others. Such economiC deterioration . 
win rebound against us in the interconnected world economy. " It is therefore in 
our interests to contribute to economic progress in Eastern Europe and the 
former Soviet Union and to work-with the' Western Europeans to do it. . . 

The point is this: . we have major security iilterests in Western 
Europe..The agenda. however, is 95 percent economic. So are the .policy 
tools. 

.. 
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Trade with {he Big Emer/fing Markets 
The view of the world I ,had when I wrote A Cold Peace has been 

supplemented since I joined the Administration by,the fact that it is nOw 
increasingly clear that the most vital component of our future trade growth wiil 
come not fmrri Japan and Europe, but from aset of markets with which we have 
very limi,ted relevant experience" These are the Big E'!lerging Markets (BEMs), 

Last ,September, as' part of our National Exp~rt Strategy, we 
, undertook a study of potential export growth' around the world. , We saw 
that while ti'ade might grow wiih our traditional trading partners, ii would grow 
slowly, They were mature markets and undergoing difficult times <i0nomically, 
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" SQ. we began to look elsewhere" ' 
We round when we stUdied the 150 or so markets that might be called 

- "emerging'; that for 'the past few years, a' small number held exceptional 

, promise for us. We identified them as the Big Emerging Markets. 


These BEMs bad been growing rapidly, as bad our exports to them. 
" Wbat is more, in, the future '~bey would set the pace for the entire, world. 

In fact, they are likely to drive our export growth for the next 10 to.15 
, yea'rs, representing an additional $1 trillion in trade' over 19\10 le'fels 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 trailS: 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 ha~e 
significant political !I11d, often, miliuiry clout and a,spirations, 

In Asia. th~y include the Chinese Economic Area (the PRe, Taiwan 
ontl Hon'g Kong), Jndon'esia, India, an'd South Korea; In Latin America, 
th'ey include Mexico, Brazil and Argentina. In Afri~a, the' key c0!lntry is 

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

, . The leadership in the BEMs is preoccupied with achieving growth as 
a foundation of domestic slability. It is important to all of them that their .. 
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. productive energies not be sapped defending Ihemselves against neighbors 
or worrying about internal political instability. Consequently, Ihey view 
security slid economic development as twin objectives that are inseparable. 
While some among the ten are in fact, building up their militaries, all see 
Iheir security interesll' tied to more trade, more jobs, more investment. It 
is nol 100 strong to say thai they are obsessed with moving. up the ladder of 
nations i)·uickly. This is not simply a drive for advancement. II i~ a . 
response to rapidly rising public elpectations and the need to satisfy them. 
The alternntive is popular discontent and, possibly, political chaos. 

In this environment, not only do we have a competitive h,Jperative 10. 

succeed in tbese markets but our greatest post-Cold War asset IS our ability 
to engage I:hese nations economically and .commercially - to keep our, 
market open to their products; to .encourage our firms to invest lliere; to 
give them access to our technologieS on terms fair to all·parties; to help. 
,bese governmentS ·with their economic reform efforts, During the Cold War 

··w~ always said that exporting our brand of capitalism was a means,of wilUling 
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 aheut the entire ballgame -- an essential ingredient to 
the effective pluralist political systems which we would like to see established. . . . 

The dilemmas we face in balancing our economic and national 
security interests in tbe Big Emerging MarketS are many.. The , 
requirements for a very sophisticated program of economic diplomacy are 

·verv real: ." 

The BEMs, for example, are oftentimes tbe very countries where we 
have the most serious problems in· such areas as human rigbts, wurkers 

. rigbts, intellectual property rigbts, lax envirOlimental standards, and 
violation of non-proliferation codes. In these cases, our coriunerciaI interests' 
are,often complicated and set back because we are compelled to pressure these 
govemment$ in way' that aggravate our overall relationShips. [wish there were 
an easy ar:swer here, but there is not. We are not purely a mercantilistic nation, 
and will never·be. We must balance a broad range ofinterests.,- broader than. 
any other country·given our value system· and our lead~rstiip responsibilities. 
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But it would be a mistake. as well. to take O'lr eyes off the ball.. We need 
these markets as never before. They will be increasingly essential to our' 
economy and to good jobs in America. The more we diverge from an intense 
commercial focus. the more. we will lose but to competition from Japan and 
Europe -- which 'is already ,aging anyway. 

In ,addition. while we have to cirefully 'balance' all our imerests:' economic 
and otherwise. we should not forget .that the agendas of the BEMs are 
overwhelmingly one of ecollomic growth and reform. Unless we are able to 
engage them on that 'terrain, we will lose most of ~ur influence.' , 

.."E.conomies in Transition 
The Big Emerging Markets do not represent the sale range of our intereslS 

outside of out traditional trading panners. There is another class of countries 
-'which are very important to us- "Economies In Transition" (EITs). 

'countries which are trying to make Ihe transition from non-market to 
market status. These are countries. in wllich our strategic intereslS might be 
comparable to or, even outweigh our immediate commercial interests. 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 fonner Soviet Union are the primary 
example here. We could also include in this group South Africa (also a BEM), 
where a major economic and social trattsfonnation. will be occurring as three- .. 
quaners of the population becomes 'fully enfranchised for the first time ever. ' 

Cons,der the former Soviet Union. [recall a question that was posed to 
a senior Treasury official of this Administration during a debate concerning 'aid ' 
flows. There was some criticism that Russia was getting fuoreattention than ' 
some of the more impoverished nations of the earth. A reponer asked a , 
colleague of mine if he 'thought this was unfair. 'He replied. "If you mean to ~k 
do I think we oUght to treat a country with tens of thousands of nuclear . 
warheads differently 'fi-om 'anyone el"", then my answer is you're damned right I 
do! >I' 

Russian stability is crucial to world' peace. Economic reform and 
soine degr"e of econonNc 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 investnient and expertise. 

I have .participated in meetings of our U.S.-Russian Business Development 
'Committee which Secretary of Commerce Ron Brown chairs and I 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 ' 
mak~ deals happen with U.S. companies. ·My colleagues it the Dep~rtmenl of 
Commerce have ,been actively involved iJ:! this Administration's unprecedented 
effons to bring U.S. technology and investment dollarS to bear in Russia's great 
oil and gas fields. These are multi-billion dollar projects. In my viiw, these ar~ , 
America's most important initiatives in Russia at' the moment.' . 

Consequently, organizations such as our Business Development Committee 
in Russia have a cet;tral role to play iri 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 deteomine how quickly we can engage in the Russian econolllY, how willing 
our companies will be tolnvest and' trade, how quickly Russia will become 
competitive with other markets in the contest for global capitaL 

, . 

Furthermore, because we are now dealing:with a 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 so·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, will be the inevitable result of ever-broadening commercial rdationships, 
for entrepreneurs will be spread from one comer of the nation to the other. and 
they will want to deal with one another without heavy-handed goverruitent 
involvement. The ties developed between our firms and their Russi~n 
partners will, in the end, be the most critical ties we bave to' our former 
en<>my, for they will be deep, complex, based on truly common interests, 
and not tied to a small number of personalities. Our, economie 'interaction 
will be the best way to transmit American ideas and ideals. Our firms can 
belp to lift th'e lives of Russian workers, to improve the management of the 
Russian economy, and to expand Russian growth':" all to Moscow's benefit 
and our own. 
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The very same is true in other former Soviet republics -'Ukraine. 
Kazakhstan. and several others. Recognizing their importance in their own 
right •• not as appendages of our Russia policy, we are sening up, Business 
Development Commiuees and Joint Commissions to develop new neiworks of 
commercial relations with these newly independent states. And it will be 
thiough these kinds of commercial links that so much of our foreign policy will 
unfold, 

Another example of the importance of economie diplomacy in 
economies in trdnsitioncomes in, South Africa. Here, again, is 'a countrv that 
means a great deal to us both as a market and for security reasons: ..,south 'Africa 
is not only a potential nuclear power, but it is, in the words of African' , 
Development Bank President Babacar N'Diyae "the root of the tree of Africa," 
Ii is the best hope pf a continent that is ripped with conflict ,and racked with 

,'-: 	unspeakable pain. South Africa's economy represents 75 percent of the GOP of 
Southern Africa and almost 4S percent of that of all of Africa, ConSequently, 
were the country to' be victimized' by, violence, it would undermi!\e the already 
tenuous grip on growth or bener living conditions that are essential to the 
stability'of bordering siates.', , ' 

The stability of South Africa turns primarily on 'one issue - satisfying 
the'high expectations of the, newly enfranchised. This will be an enormous 
challeD'ge. The unemployment rate in South Africa is, over 40 percent, 50 .,' 
percent for blacks, Eighty percent ,of the country is without electricity, , 
Similarly appalling. statistics eXist for access to dean' water, housing, sewers, and 
other necessary infrastrUcrure. " 

, , 
The new' government will be called upon to create.jobs and provide the 

necessities of decent life that black. South Africans have, been denied for 350 
years,' But the country has an internal debt ratio of 60 pefce~t. 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, nus leaves two choices: an , 
enormOUS influ..x 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 p'eo'pleimpotent., Unrest would be certain'to result given the 
already high level of volatility in that country. , ' 

, , 
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Tbus, it is 00 a commercial axis tbat t~e fate of this country will turn. 
Businesses and investors will hold the key to peace in South Africa. the 
success of the dem'ocratic 'experiment, the restoration of justice and the 
stability of the regio;" Secretary Brown. speaking for the Administration. has 
cited this imperative. and has committed the Commerce Department to actively 
working to bring together would-be business leaders ,among the newly , 
(enfranchised. representatives ofth. established economy in South' Africa and 
American business and financial' executives. The State Department, the National 
Security Council. and other partS of the goverrnnent as well are giving these 
issues the same kind'of high-priority attention, This is not merely a commercial 
effort. It is a national security imperative. 

, The Administration initiatives are' of equally fundamental importance 
in the Middle East. If ever tl}ere was a case of beating swords into plowshares. " 

-: ,this is it, Trade and investrnendies will be essential to lifting up the lives of 
the hundreds of thousands of Palestinians living' in the West Bank and Gaza, To 

, improve their living standards and to give them hope for thdrchildren and 
grandchildren is an absolutely critical precondition of an enduring peace for 
these Territo'ries, for IsraeLandEgypt and Jordan which have alsO embarked on 
the road to peace, and"for other countries wnich we hope will, do so:in the 
future,' , 

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 initiating new.projects in the West Baitk and Gaza, with the 

" help of a unique coalition of lewish-American and AraIrAffierican leaders called 


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

'through the World Bank and direct bilateral suppon, Vice President Gore , 
recetitly joined Palestinians and Israelis in launching '3 new,OPIC agreement for 
loans and investment insurance to Gilza and Jericho, We are working hard to ' 
end ,the anti-Israeli boycott so that we can help the Palestinians figlit the 
frustrntior. of poverty rather than l~eir ISraeli neighooTS, At the'end of nexl 
month. public and private sector leaders from America, Europe, Asia and the 

, Middle East will convene an economic summit for the entire region in 

Casablanca. 


, , 
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So. in the Middle ,East as in other regions. "e can see the vital· importance 
of an economic and commer~ial strategy for peaceful development. Again and 
again, it is clear that the central foreign policy issues are dependent on' 
successful ."onomie diplomacy in this post-Cold War era, ,. 	 . 

, The importance of economic issues in a foreign policy COntext when it 
comes to EITs can be summedupthis way: ' 

Without economic growth, economi~s in transition will not remain"" 
politically stable" " 	 , 

• 	 , Access to Western markets 'is essential to their growth, ., , 
We will not be able to offer them access to our market unless there " 
isa qUid pro quothJ'ougha program of market'opening niforms on ' 
,the part of these would-be trilding' partners; otherwise, the burden, 
, on us would be too great; and the political support at home too 

, shallow, , 
'The most skillful diplomacy is needed to ensure that we strike'" 
the right bargain. 	 , , 

The Case of China: Economics. Human Rights. and Mort! 
Let me dwell on China for a minute, since I just returned from an inteilse 

trip there as part o(the Presidential Business Development Mission headed up 
by, Secretary Brown. Twenry-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 arid hilma,n rights intened. 

, 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 objectives and our commercial objectives, if we followed a strategy of 
commercial engagement which allowed us to broaden our channels of 
comrrmnications and ,our influence with' a hroadrange of Chinese people, , . . 	 -, 

Secretary Brown '5 mission was designed to implement this strategy. He 
pushed ha,d _. with great 5uccess·- for lhe 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.$', Commercial Center in ,Shanghai to 
facilitate more American trade, and aspecial facility in the Commerce 
Department to marshal expertise from around the country on \~axs to develop 
our commercial strategy 'with China. He presided over some $6 billion. dollars 
of b'Jsiness contracts for American 'firms, and pushed hard for many· others . 
which we hope will come to .fruition in the monihs ahead. 

There is no doubt in my mind that commercial.interaction;over time,' 
wiU give us a stronger basis of cooperation. with China on the broad range 
of foreign policy issues' before. us .- inCluding n~n-prolifera'tion, arms sales, 
North Korea and other hotspots, and human rights. Let me ela'!;orate on.the 
human rights dimension, in particular. since.this received so much:public 
attention. 

. .' 

During Secretary Brown's visit. the Chinese goveJ!Ullent agreed tores~ine . 
a human rights dialogue with the United States, This may not sound like much, 
'given the, plight of individuals in jailor 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 dialogue, plus'tbe dealmaking, was' 
exactly what we had hoped for,;ond a major breakthrough~ , 

, , 

But this is riot the full storY. In the Administration's view, our 
. economic interactioil with China is itself an important p!'rt of improving 

human rigbts. It is not the wbole human rights policy. of course, but it is . 
'part of it. In general,trade propels the kind of economic growth that ,will 
\:Jenefit tbe Chinese people, lifting· tbeir living standards, giving them mOre 
choices. But we can get'more specific. When firms like AT&T or Sprint 
condude deals, as they bave 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 p.ower plants in China, 
ordinary Chinese have electricity they didn't have to cook. to read. to 
literally light up their lives.' Wben Raytheon or Lorale build 'airports and 
supply ail; traffic control systems, China and the modern, 'freedom-loving 
world get that much closer together. ' 
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On his trip, Secretary Brown met with the President of China, the Prime 
Minister" and two of the key Vice Prime Ministers, He talked to leaders in 
many other walks of life in China •• from business' to city government. : He laid 
the groundwork 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 fa!!e formidable problems 'with 
, China in the years ahead, Uut in terms of achieving our human rights and 

other foreign P9liey,goals, there is just one key question: are ,we better off 
with this strategy; or with breaking off engagement, which was the course 
we were on? . 

" ' 

,ffTrade and Technolot:V Policv . 
, Another critical, arena where economics and national security overlap is in 

the links between trade and technology; In the post-Cold War era; technology is 
still crucial for national defense, of course, but the purely commercial aspecta 
are getting increased attention. It 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 innovations are inihe civilian and commercial sectors, 

Some of the ways that trade and technology impact our foreign policy' 
now are 'straightforward. Take export controls., No one denies that the need to 
retain controls is essential to national security - such as preVenting nuclear 
proliferation -- but controls which unnecessarily hold back u.s. exJX>rtS are 
increasingly being eliminated. This is a major,change in the calculation of U.S. 

, interests in the world, and demonstrates the importance attached to exportS, and, 
also to the influence we can have abf93d when American companies are 
permitted ,to compete in the global marketplace without'one hand tied behind 
their backs. ' 

" Another straightforward example of the new emphasis on technology for, 
'commercialleade~hip is the Administration's focus on research partnerships 
with industrY. There is now in, place an extensive web of "joint ventures" 
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 , . 



24 


economic vitality and competitiveness, ,It's all further validation of President 
Clinton's policy that in order to be influential abroad, we need a growing and 
vibrant economy at home, The central core of our foreign policy, in other 

'words. is a strong economy. ' . 

One of the most far-reaching aspects of trade and technology -, one which 
clearly brings inio: play' our economic diplomacy -- is the National Information 

, 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 modem , 
communications technology, I am no expert on this' project, believe me, But I' 

. do know from my trips abroad that leaders in many other nations 'are anxious to 
"hook up" to the infrastructure we are building. It's a bit like what we created 
with t\!e NAFTA, in my' view: other nations want to join up in this far-
reaching, furure,orie;lled venrure:' " , 

, Moreover, 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 rum their commanding lead into the market domination of the 
furure, if it is we who devise the systems and the software that makes it all ' 

, go -- for all voice, data, and video communications and processing -- if all this 
happens, as i believe it will, then we will have not only an economic game plan . 
for success, butalso a strategic game ·plan for maintaining influence, for 

, enNuraging open markets and open societies, for spreading ,our ideas and ideals, 

MAKINg POLICY IN THE NEW ENVIRONMENT 

Recognizing that times Mve changed and ,toot new ,policies are needed is 
important, but it is relatively easy. The challenge is not just in devising new 
approaches, but in implementing them. ' 

Economic Miry is Often More Complicated Than Traditional 
Defense Potier 
Somt~ of the problems 'are practical: it is easier fcir governments .to move 

missiles and diplomats around than it is ,for them to, achieve economic goals. 
But there are several other reasons, 
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First. the polities of economic actions lnvol)'e many more sPecial interest 
: groups than those of traditional foreign policy actions ··especially as more and 
more Americans recognize how dependent they are on in'temational trade Jor 
their livelihood, The balancing of domestic and international economic 
con~iderations is played out everyday now, 

, , 

increasingiy, for example, we,want to elevate environmental protection in 
our overall intematic;mal economic policy, Some officials are pressing for trade 

. sanctions when environmental goals are not met:, Others, although wedded'to a 
, clean and safe global 'habitat, are against such linkages,' ,,' 

Another example is our laws which protect U,S, firms from t1{e dumping 
of unfairly priced foreign productsimo the Unlted States: Many industries want' 
the laws to be tightened, Others believe that consumers 'benefit from cheaply , 
priced goods and want to see the'laws diluted, ' 

There are many other examples, of course. ' But' this much is clear: 
issues'such as tile link betWeen environment and trade and antidumping 
laws are DOW ,questions of higb fo'reign policy, for they are baving a major 
impact on how we de~elop and conduct trade policy. 

The multiplicity of voices and the power of special interests are retleeled 
most clearly in C.lngress .C 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, Congress 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 late Congressman, Tip O'Neill, so aptly said) is lOcal, On 
the other hand, all el:onomics 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 cond~ct 'of international el:onomic 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 sam~ as that of the' purely Anierican interest. at least as the 


Administration and Congress would detine it, 


Third, even,as the need for economic diplomacy increases, 
governments have less power over the interllational, economy itself. The 
private markets have grown exponentially. and it is they th'at drive so much 
of what hallpens. A trillion dollars changes hands in the foreign exchange' 
markets every day, Last year more American money went abroad in s~arch of ' 
investments in stocks and bonds than did so in all of the 19805. Governments 
have crucial roles to play,of cours~' but they are no longer in contrjL .. 

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 or 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 'really count in the calculus of our 
interests don't need it, As I mentioned, unless non-proliferation or certain 
types of arms sales are involved, we are less and less apt to use export 
controls for foreign policy purposes. ' , , 

'Recowition of the Importance efthe "Nuts and Bolls" , 
qf Commercial folia 

, In the past' fifty ye'll'S, the "high po'ncy" pursuits of foreigh policy 
specialists focused 'on geo-strategic issues, the big picture management of 
containment" the bravura of.shuttle diplolJlacy: To date, tbe glamour pursuits 
of economic policy bave been'the hig geo-economic 'concerns:' 'global trade 
negotiations, macro-economic policy management, and annual 'summit ' 
meetings. But the reality is that the building blocks of effective economic 
diplomacy are often very tecbnical. What is more, economic interactions 
between nations take place on manY'!11ore'levels than political interactions, the 
majority, between 'private sector entities that governments cannot, and should not, 
control. 'In faet, the unit of economic interaction is very often the deal, 
something so small thai it can take place between two people at opposite 
ends of a phone or fax connection, 'yet every bit as powerfully binding than 
even 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 haimonizinion is·to the 
process of linking economi~s by facilitating trade. Con~ider how important are 
the technical impediments to linking two phone systems or electrical power grids 
to the economic relations between countries. Consider how these factors have 

.transformed the foremost leaders on 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 became knowledgeable about the . 
nuances of government procur~ment and President Boris Yeltsin felt obligated to ' 
steep hImself in the details of market access· issues. " .• '" ' 

. .Issues such as tax treaties and allocation of the radio speC):rum 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 hannonize them, to orchestrate them to. ensure the 

best possible outcomes in our economic diplomacy whether our objective is 
more jobs at home, faster growth; increased trade, higher savings rates. closer 
relations between n~tions, creating economic incentives or disincentives for the 
actions of other nations or the other such goals of economic dip\omacy .. ­

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-governmeilt commissions to deal with 
it host o['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 will 
be the Business Development Committees and their equivalents with. South' ' 
Africa, Mgentina, and India that are now being tormed,' I predict that this will 

· become the pattern more and more, as such issues as·tax treatment, intellectual 
'property rights, standards harmonization, and others become 'central to trade, 
· central to our exports, centrel to the health of our economy, an~ hence, centraJ 
to our national security.. ' 
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. The Economy at Home lIfatter§..lIfosl . 
We' must recognize too, that just· as domestic prosperity is a by-product of . 

international .economic. success. 'our international economic clout is dependent on 
.successful management of our domestic .economy. Success abroad begi'n. and 

.. ends at h~me. This iswhy President Glinton's forceful stand on reducing the . 
federal budget deficit is.so vital internationally. From providing better health . 
care to American workers' and families,. to educating them so they may compete 
more effectively. to making our streets safer. what we do at home has profound' 

.. international consequences. . 

. Because of the imPortance of these issues. in some respect domestic 
economic diplomacy is a critical.component of successful iriternatidllal econoinic 
diplomacy.' This entails effective relations b.etween the Administration and 
.Congress and 'between the Administration and the business and labor 
communities. It entails our being able to Rresent our.foreign pOlicy and .. 
economic policy g,?als to the American people in a comprehensible way -- to 
explain how foreign and eco,!omic 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 NAFT A. Winning that debate was a most important step 

· in gaining a 'm;mdate for the kind of international' ec~nomic policy we will need 

to serve our national interests. ' 


. In: the years ahead, there wi!! be much more to do to revitalize the United 
States economy. We spend just one-third as much as apercentage of GDP on." 

· infraslruclUre as do Gennany 6r Japan. We spend as much on our military as 
do the.next ten highest spending nations combined.' Choices must be made as to 
where' we want to invest to transfonn our industrial base from Cold War to .post-. 
Cold War stalUS. Our international' policies must serve these ends., And. 'where 
possible. we must step beyond the limitations imposed' on us by ideologues who 
decry anygovemment involvement in industry. 

QyJl1.1Iine Roles '(or Cabinet Weers gnd Govemment Agencies 
In addition. to make the policies these new circumstances demand. we are , .' . .. . . 

· making internal adjustments within the Clinton administration. They.take the· 
· fOnT) 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 

· and national security. and in making foreign policy serve economic ends. 

f 
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Nol long ago. for example. Secretary of ~tate Warren Christopher 
wenl 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 ·to economic growth to others. Not this 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 Japal1 to open its markets 
wider and faster. and to stimulate 'its economy. Secretary Christopher's role 
embodied perfectly the fusion of foreign policy and commercial policy. 

[ might add that this is increasingly true of the State Department, 
generally. Many who work for Secretary Christopher in Washingnlr! are highJy 
knowledgeable about economic and commercial matters. They.weigh in on . 
these issues not just from a Iradilional' foreign policy perspective; but with 
extensive teclmical' knowledge about the policy issues themselves. On my . 
travels abroad I have been extremely impressed with the ambassadors I have 
met; all of whom have elevated the commercial mission to the forefront of their 
responsibilities. Since the time that I 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 thilt have • 
traditionally not been seen as having any role,;n foreign policy. The Treasury 

. Department has been a major player in foreign policy in the past, but its role 
today is even more important. It would be a mistake to think, however, that. 
Treasury's mandate is confined to finance. Seeremry Beillsen and his' \ 
powerful team exert major influence on virtually every economic issue. 
Bentsen's trips III 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 global economic policy is also critical. . 

The U.s. Trade.Represenmove .is also II 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 all trade matters 
large and small, it doesn't take much to 'see why Ambassador Kantor and his 
slaff are heavily.involved in so many foreign policy and national security 
questions. On Japan, on China, on the Asia-Pacific issues, and on Latin 
America,. the USTR is indispensable. ..'. . 
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My own department. Commerce. is also involved in a broad range of 
issues that contribute 10 the development of foreign policy. Secretary 
Brown'.s chairmanship of the Russian Business Development Committee. as I 
mentioned before. is critical to U.S.-RussiaO ties. Secretary Brown led the first 
Presidential mission to South Africa, and continues to play a leading role in our 
rel~,tions there. He has had a central role in the Middle East, leading 
commercial missions. essential to the peace process. His recent trip to China, 
and the success of commercial diplomacy is another important example: His 
bro3der responsibilities in technOlogy, telecomm'unications, the environment; and 
his involvement in trade strategv also put him at the center . of the 'action. ., .. 

Cleo/ion of the National Economic Council 
, 

. 'Tbe creation ofthe National Economic Council (NEe) alongside tbe 
alreadv existing National Security Council in the Clinton White House was 
anoth;r sig'n, thattbe President recogniZed that we need new institutions to 
accommodate changing circumstances. Several staffers bold dual 

. 

appointments to both Ibe NEC and the NSe. Many economic issues . 
demand the attention oflhe National Security Council - such as.our Japan 
debate. Many national security issues have a major economic component ...: 
such as thl! debate over export controls - and get the attention of the NEe. 
Is China policy an economic or a national security issue? It is both. and it 

. is handled by. the NEC and NSC together. in tbe 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 securiiy and economic perspectives, giving 

full reigo to both sides, effecting a balance. or changing the existing bal¥,ce 
when necessary, can still be dislocating and demands conMuing adjustment of 
how we. think. how we coordinate, and how we implement policy. 

REFl:ECTIONS ON EFFECTIVE ECONOMIC DIPLOMACY 

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. I doubt that anyone inside or· 
.outside of the Administration thinks this is the end of the issue, however; in 
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fact. we have just begun to make the dramatic adjustrrienis that will be necessary 
as the United States pursues its interests amidst rapidly changing economi.c 
realities. 

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

First is vision. I keep· thinking aliout' the generation'that came to 
power during arid after World War II. 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 ~n international system that w'i;'ld contain . 
and overcome those problems. Lookmg back, we must conclude tnat they were 
remarkably successful. . 

Within the Clinton administration, I think there would be a consensuS 
about the kind of world order we would like to see at the tum of the cent:urY. 
and beyond; But what is different, today from, say, the late 1940. or early. 
19505. is that it's not enough for just the Administration itself to have a vision. 
We are a much more democratic society than ever before" Theeipiosion of 
communications and information serviCes means that the Congress and ,the 
public must share and support American goals, if they are to bIi realized. This 

. sounds like Civics 101. r know. but the challenge is enormous when we are 
dealing with the complicated issues I have raised in this speech. In the late 
19405 and 19505, 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 d~s not so easily lend itself to good 
and bad distinctions. So, building a consensus wilr be very difficult. But 
there can :be no viable strategy without it. 

Second, as I bope I've. shown, economic diplomacy is different tban· . ' 

merely economic policy -: it is, the fusion of economic policy" aDd foreign 
policy. Although we've made an eJ.~ellent start, we need to give more . 
attention t\' longer-term strategies with our trading parme...,trying to . 

. preempt crises before tbe automatic force of our elaborate laws kick in, 
giving more attention to the analysis of the people and in~titutions that run 
foreign countries, 'figuring out their constraints and their' needs so that we 
can' find efredive solutions to' real problems.~e need to back up the· 
pursuit of o.ur bila!eral goals with early and .consistent mUltilateral efforts, 
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building constituencies for our point of vi.,w,' learning how to cajole and 

persuade behind the scenes., ' 


" Third, our international ecmiomic diplomacy will ha~e to'take into' 
'account the growing role of private entities that more and more determine 
trade and investment patlerns. It is P!ivate business, after all, where 
money, technology, andeven information on other countries most'heavily 
reside •. ,It is the financial markets which make tbe critical assessments 
about.whetber governments are pursuing the righi kind. of policies. When 
1 was in Washington in the mid.1970s, involved in foreign poliCy'from the " 
vantage point of the State Department; these factors were not so well 
recognized. Today~ they increasingly are. ", ',Iff 

,- Fourth,-while no one wanls or intends, to surrender'sovereignty, it is'a 
fact that our ability, to act unilaterally has increasing li,mils. [t'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 to 
the World Trade Organization -- where policies will be made and disputes, 
resolved, In'many ways, this is a new ball game for us, and we must learn to 
play it well, 

We should Dot underestimate the sea cbange tbat will be requir~. 
For years our diplof!\acy in the UN Security Councilor in the multilateral 
networks devoted to arms 'control wils staffed by people .wbo were highly 
specialjzed in maneuvering diplomatically in those settings. Tbeyknew tb'e 
substance of policy !I!.d tbe international' politics. We are dangerously short 
of that kind of person in tbe trade and economic arena - especially when 
you consid~r how tbat arena is expanding. Tbis is all tbe more true 
because our top economic ollicials.rrequently come from outside the 
government. They know the issues. But they have much less,experience in 
the politics. And they are unlikely to spend enougbtime in the government 
tu~m, ' '. 

Fifth, when we talk about economic diplomacy, it's important that we 
',' have some hierarchy of goals, or else we can drown' in a sea of tbe, 

complexities I've diseussed. I'd like to suggest three questions that should 
always be asked at the oeginning of any discussion about our foreign policy: 
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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 avoidance of war? ' 

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

These aren't the only questions but they should be the:starting point 

Finally, we must give increased attention ·to tbe social underpinnings 
_'of our economy·· exactly as' President Clinton >is doing. The "so!al agenda" 
, .. from health care to the prevention of crime· to better progtam~ for education 
and training ofthe workforce .- is an essential component of our ability to 
sustairi a strong open economy in a competitive world, ,We muit find ways to 
extend the 'economic benefits of open trade, and to cushion the impact on 

.' fainilies of the dislocation that takes place in this rapidly changing world 
economy. 

, . 
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 unless we, are out there pushing, most things will go the wrong 
way for us.' . 

,Thank you very much, 
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SUMMARY 

Twenty years ago, only 50,000 computers existed, on the globe. Today, 
more than 50,000 personal computers are sold, worldwide every ten hours. 

• 
Five years ago the global Internet ,was composed to 217 networks, 

Today, there are 22,000 networks, and a new ooe signs up every,thirty. ,
'mmutes. ' . , , " , 

' 

In the early 199Os, Ameriean companies for the first time spent more on 
computill.g and information, technologies than:oD mining, manufacturing and ' 
farm equipment. Today, abollt 60 percent of all U.S, workers have jobs which 
depend on inform~aon-intensive activity, and as new jobs are' created we 
estimate that eight oiltot ten will be information-driven industries. 

By any standards, 'i\'c are w.itnessing 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-firstccntury infrastructure for the information 
technology which is emerging. It then focuses on two aspects of the 
information revolution - trade issues, and U.S.-Japan relations. 

, , 

The effective use of new information technologies has become the 

foundation of competitive firms and nations in the 1990s and beyond. The' 

advent of technology allowing us to translate many products into digital fOri!$:~(;,:'>o, 

and transmit that information at enormous speeds across borders is changing" ;:!~: 

our concept of trade and forcing us to look at many of our traditional 

approaches with a new perspective. ' 


The trade issues are intellectual property rights, product and service 

standards, rules of origin, market access, trade in services, different regulatOry 

systems, and competition policy. 


With"fegard~to;the U.S.-Japan dimension, the discussion notes both the 
similarities and.differences.in_how.thetwo_countriesare proceeding in the...•________ _ 

'information technology arena, and also outlines the agenda for cooperation 
between the tl0vernments and firms of the two nations. 
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It is a great pleasure to be bere today to discuss the future of information 
technologies, the industries they wiIJ spawn, including the burgeoning 
businesses incorporating mulllmedia capabilities, and the trade this revotution 
will lIParl::. I am certainly not an expert on the sophJsticated technologies that 
many of you are developing and already using. However, I would like to 

• 	 contribute some perspectives OD areas in whJch I bave been involved these days 

- the interaction of new information technology and trade, and the increasing 

imperatives for U.S.-Japanese cooperation on both a bilateral and global basis., 


, .• ,' ,,' . As many of You know, President Clinton and his entire Administration ' 
_, 	 have placed the highest priority on barnessing technology for the benefit of not 

only American citizens but also men, womenJand families ev,erywhere., He, 
Vice President Gore, and .Secretary of Commerce Ron Brown bave presented a 
Vision of a National Information lnfrastructore which is the U.S. part of a 
network <lfnetworks •• the Global Information Infrastructore. They. bave 
created partnerships, in spirit and in fact, with the businesses that will build 
these information highways. They have articulated the critical principles OD 

. which American policy will be based. and suggested similar objectives for our 
trading partners. 

. "',. in addition,' Ambassad'J~~ij*key' Kan~rhas f~cusSed o~ ope~g new 
markets in the telecommunicationS sector -- including efforts in the Uruguay 
Round, in separate negotiations with the European nations, and in the context of . 
the U.S.-Japan "Framework' t.a.lks. Ambassador Kantor bas also pressed otber 
nations to adopt more effective 'laws and regulations to safeguard intellectual 
property rights, a critical part of an effec,tive global information infrastructore, ,',.. ' ~ .. 	 , 

The Department of State and the While House Office of Science and 
Technology Policy bave also played crucial roles in negotiating new 
arrangements for scientific and technological-cooperation around the world.. 

, The Department of Commerce, where I work, has had a particularly 
broad role in information technology. Secretary Brown heads up the . 
Administration's Information Infrastructure Task Force, which coordinates 
information policy within the government, and reports to the President and 

___ ,.. __yice-~~~id.ent_<!nth~,acti!!tie_s pf i1& three 1l0licY!i()!llllli!!e~s_.,J!ejtlso ..,' . 
appointed the members of the U.S. Advisory Council for the'NII, which brings 
private expertise to bear on our policyma\::ing process. Several of my 
colleagues have front line responslbllities: Undersecretary Mary Good, whn 



r.c 

- . 
. . 

users in the United States by the year 2000. l!y,1993, the number had reached 
16 million. .' ' ." 

~tif~~~", " , 
. , '. '--"","W' - ~ 

'. There are many more such examples, of course, which leads me to 
present onc more quote, which I beliti'\re is right'on target. It is by Jeffrey 
Kal2.enberll, Walt Disney's studio chief, who recently said about the 
infQrmation highway, "It will be the first tima II roadway, a railway, lI.n airway, 
or a phon~y bas ever been built In II place for which' we don't laIOw the 
destination, • . .. .,' " . " 

I don'I want In belabor all the trends which show how fast things are 
moving. Suffice it to say. the world is witnessing an unprecedented 
proliferation of high technology products and services that will have a" profound 

~~' ,impact OD our societies, our economies, on international relations, and on trade. 
Just two examples by wily of illustration: 

• 

Twenty years ago, only 50,000 computers existed in the entire world; 
today more than 50,000 personal computers are sold worldwide every teo

•
hours. " 

.~,' ' • _",. • • '.. • • ~ • • ,. " • ,"'"' i ~.., -. "' 

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 outside of the U.S. Today there are 22,000 networks, 
about balf of whlch are in other countries. . 

111!lla# !Ill the EClIIIOm '. . . 
To a great extent economic growth in America is now being driven not 

just by the service. sector, but by the computer, software and 
tolecommunicatioDs industry. According to $Ome estimates, for example, 
business and consumer spending on high-tecb equipment accounts for nearly 40 
percent of GDP expansion since 1990: Investment in information technology is ,

:'1m ...

increasill,g productivity throughout America.. Exports in 1993 exceeded 
overseas salea of aircraft, traditionally our leading exporter. 

_get 011 tlle Work,place ­
'The Information Revolution has had a profound impact on the 

····_:·_-;;·composillon_ofllie·workforce:··lflias·oegun to-transform the 'workplace Into, an 
environment where the manipUlation of information, rather:than materials, is 
the most highly valued product. ·Nearly ten percent of U.S. economic activity • 

5 
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is now generated in the information sector, but about 60 percent of all U.S. 

'workers have jobs which depend on the information they generate 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 

economy. 


Impact 011 Ilidustries 
Bvery industry will be dramatically affected. 

, , 

Manufacturers will have new options. Boeing, 'for example, established 

an international network for designing its newest aircraft, the 777 i" Japanese 

engj.lieers worlcing"on portions of the fuselage and wings are linked 

electronically across the Pacific. , The entire plan was developed on computers, 

without any paper. Advanced design software ensures that the thousands of 

parts manufactured around the world by the many 777 suppliers are 

cbaracterizedby _up-to-the-minute inventory control, delivery and just-in-time _ 

production. 


In financial services, advanced voice technology promises to change 
, banking as customers are able to talk to bank computers over the telepbone at 
any time to make deposits or move their funds over a range of investments. 
Traders will soon be able to use their computer terminals to view events around 
the world that affect their buying and selling securities. 

When it comes to video, interactive television will provide movies on 
demand~ as well as extensive shopping possibilities. We will be able to design 
our own TV channels, drawing from e~tensive menus of films, documentaries, 
comedies; and news programs. Think of your television as a computer, able to 

, COlUlect to an 1lnlimited number of programll!ing sources from ar~ the 
world. ' 

Health care is already being revolutionized by computerized record 
keeping Ilnd billing procedures. Telemedicine - in which medical specialists in 
one area of the world can help guide delicate surgical opera.tions elsewhere -- is 
already here, too. Visualization technology for ,creating animated'and three­
dimensional models of human anatomy is now used in classrooms and - ,
conferences to educaie and tra,in surgeons and nurses. .' 

In fact, all education is being revolutionized: On-line education is 

6 
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becoming more prevalent; all the'world's librlll"ies,~uld someday be accessible 
to every student; multimedia videa techniques will enhance students' interest in 
learning and ability to retain information,' , . 

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

, , Retailers will use infotlllation technology for on-demand inventory. 
Instead ofcustomers' coming to retail stores. retailers will increasingly be 'the 
ones who move to tbeir customers via computers and television.' ' 

.". . 

' .. With the newspaper of the future. you will be able to customize your own 
reading and interact with it - calling up more text, diagrams, or video clips 
about stories that interest you. 

. The telecommunications industry itself is in a constant state of 
transformation. even as it transforms other industries. Taday's networks may 
soon.look.llke the "Model T' once did. as new, praducts., services and delivery 

, systems proliferate under the pressure of deregulation and competition: 

The list goes on... 

,THE UNITED STATES' APPROACH TODIE NATIONAL AND 

GLOBAL INFClRMAIION INFRASTRUCTURE 


Gilali 
The concept of the Nalional Information InfrastructUre. generally referred 

to as the Nil initiative. is to enable all Americans to access information and 
communicate with each other using voice, video andlor data over a high,speed, 
nationwide network, anytime. anywhere. The NU wiD integrate and 
interconnect components or the network in a technologically neutral manner that 

, does not favor one'industrY over another. 

-- . 


,r Our goal is tbe creation ofa national and international electronic, ,.' 
marketplace that is secure, open. 'affordable, easy to access, and easy to use . 

• 	 . Althougb it will fall to the private sector to build that marketplace, governments 
and industry mUll! work together to address crucial issues and remove barriers 

1 
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in the areas 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 lIl!\ior participant. 

As Vice President Gore bas observed, 'Our.goal is not to design the 
[information} market of the future. It is to provide the principles that shape that 
market. ,4.nd it is to provide the ':lIes governing this difficult transition to an 
open market'for information.·We are c'ommittedin ilia! transition to'protect the' 
availability, affordability and diversity of information and information . 
tecboology as market forces replace regulations and judicial models thar are ' 
simply no longer appropriate. ~ " 

Both the l'inand·the:Globai Information Infrastructure (Gm can' be 
divided into four parts: 1) a set of widely accessible and interoperable 
communications networks; 2) the providers of content, including digital 
libraries, information databases 'and services; 3) information appliances and 
Computing systems that are easy to use;. and 4) users";' people who will buy: 
employ and communicate over these' networks. 

-~"', - Describing the communicali'1ns networks·alone,fails eo capture.the,full'''~ ••<" •• 

. scope of the iIiformation infraslIUcture. What is important is the ability to 
assemble all the necessary technical elements on demand to satisfi specific 
market needs. The networks are critical because they can' make that assembly 
possible with relative ease.in a cost-effective way. They do not, however. take 

.. ineo aecount Issues related to data banks, computing systems and human 
.,: .... resoureesthat arc critical.elements of the information ·infrastructure or· to the· • 

economic development and quality-of-Iife goals that must drive it. ' 

Although it may be easy to describe the physical characteristics of 
communications networks, it is very difficult to cOnceptualize information 
infrastructure in its entirety. The infrastructure is more than just electrOnic 
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 bave local roads, automobiles, gas stations, motels, 
driving rules, police" insurance companies, maps and road signs, so too will 

_ .. __ .__ communications,networks.be,useless uniess,they,are,&upplemented with:training ..'''' 
.. 	 programs, data bases, computing, capabilities, software protocols; standards, 

security systema, intellectual property laws and services that support economic 
growth and societal, well-being. 
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Principles 
The changing nature of technology requires governmental action !:bat is 

forward-looking. but not ideological or rigid. It requires' a reguiatory and 
economic framework in which innovation and creatiVity can be rewarded. We 
must develop policies that ensure the rapid deployment and widespread use of, 
the information infrastructure. ' , 

In order to niake the moit out of lDodern tecluiology'lind -', '. 
entrepreneurship, all countries must not only develop adequate infrastructIIre$, 
but they must alan adopt appropriate regulatory"regimes: . The' guidmg" . " 
principles should include:', • 

.Eir.st. reliance on private'invesu;.ent. " 

As a corollary, the private sector must be guarantud a reasonable 

.. .,.oppo~~ to obtain a,fair ,return oni~ investment., ,Arid ,to maxi~ze the 
investml:'nt incentive, state-owned te1I:>Communications facilities should be 

, 
· 
privatized. 

' 

Competition wiU lead to pricing toward costs, and therefore will hasten 
the development 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: 
eliminate cross-subsidies and discriminatory access.· These policies'should be 
applied internationally. The competitive model also dictates that international 
aecoonting'rates Bod cOllection charges should be cost-based. Lower prices for 

· talecommunications services dramatically increase demand. This in turn creates 
, more revenues, extending and'sustaining world communications networks. We 

believe that all countries will benefit from 'reducing accounting rates and calling 
.prices to appropriate cost-based levels, because then-networks will be used 
more efficiently and domestic businesses will be more cOlDpetitive. 

· ' 

, Ibil:!1. a tleltible regulatory' framework. 
, , 

-------...--~ ~~ ~- -- ---,..--~. - --..~~-·- ..·f'---.-'---"~---'-·--· --~..----.:-"-. --------,---,. 
Regulators must have the freedom to accommodate evolving technological 

.cbanges ;ad to ensure that regulations are responsive to market demands. while 
, safeguarding tha public interest. 
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FQll[:lh~ ,open access, interconnec,tion and, inter~rabil~ < 

If all countries do not work together to develop open, interconnected and 
interoperable networks, the vision of a Globa\.Information Infrastructure will 

• 	 give way to isolated, fragmented systems. These have less value in all respects 

tban globally interconnected systems. It is especially important not to permit a 

monopolistic incumbent carrier to block competition throUgh financial and 


, technical barriers. Regulators should issue effective interconnection rilles aiu! 
fair pricing policies, taking care not to trammel on the intellectual property of 
those developing the systems. ' , 

Einafu:. universal service. ' 

We have a moral duty to' find a way to 1ink people to everyone in their 
country, and all countries should be linked to the Global Information , 
Infrastructure. Achieving it wiII require in each ccuntry a careful assessment" of 

, economic efficiencies, technical capabilities and social benefits. Fortunately, 
c;q>anding communications markets and diverse new low-cost tecbhologies offer 
regulators new solutions to the problemS of universal service.. 

.'- , 

-.'­
We recognize that the develOpment of the world's telecommunications 

networks will take place regardless of whether governments adopt appropriate 
policies, or make commitments to provide universal service. The,rCa! issue'is' 
not whether tecbriological innovation and business investment wiU take place, " 
but whether the potential for economic growth through telecommunications ' 
development can be fully realized 'and whether its benefits will be available to 
all the world's Ilcople. 

We were heartened that Vice President Gore's inaugural speech at the 
recent World TeleCommunicatioDs Development Conference of the InlernatiC)nal' 
Telecommunioation Union was welcomed by the world's telecolllJlllll1lcations 
leaders. The Declaration 'of Buenos Aires issued at the conclusion of the 
conference incorporated the fundamental principles of private investment, 
competition, open access, universai service, and a flexible regulatory 
environment. 

- - ~,- :,-~----~-..~.~-.. . -..------- -" -' ··r-~· ,'---- -_._,-'-, ,-- ----> --~---....-,--;- - _. --.--- "'- _.. " .., 

i1fuJIlmimu
, 

! 
' 

The Information Infrastructore Task Force (IITF) created in September ' 
1993 and chaired hy Comme~ce Secretary Ron Brown is an interagency group 

, 	 , 
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th8.t advises the President. and the Vice President on formulating a cohesive 
policy. for implementing the Nll, The nTF consists of three policy committees 
on telecommunications, lnformation,. and applications and technology,-which. 
work.with each other lind with other'related federal working groups to develop.· 
a national NIl policy. The Committee 00 Applications and Technology was' 
created In part to provide a forum for discussing and coordinating the bost of 
application& efforts. across the Federal government. . .. 

, . 
. As one of the nation's bigsest users of information technology, 

. government plays a major role In the development of Nil applicatiollll.In' 
addition, we beli~ve that tbere is an essential role for governments to i : 
complement and enbaOCl' private seClor initiatives in the development of 
natlnnallnformation infrastructures by supporting advanced research. To this 
end, the Commerce Department is providing limited federal funding directed to . 
non-profit organizations for demonstration projects and state planning grants for 
applications that could be used over the Nil. Moreover. government research. 
agencies playa national role In R&D for the lnformation lnfrastructure, " 
lncluding the development of prototype applications such as advanced 
manufacturing using computer networks. 

In iiddition, the U.S. Advisory Council for the Nil was .created In 
Janu.ary 1994 to ensure that the private sector has a voice In the formulation and 
implementlltion of the NIT. Tbe Council, which is chaired by the private ' . 
sector, consists of 30 senlor-Jevel Individuals chosen by the Secretary of 
Commerce. Nomlnations were solicited from a variety of NIl constituencies 
and interest groups (e.g., trade and industry associations), The councn ,,' 
represents business, labor, academia, public lnterest groups, stllte and local 
governments, and other groups affected by the Nil. The council is expected to 
exist for two years unless its charter is extended. 

The U.S. Government will develop policies related to the NIT withln the 
context of an evolving Oloballnformaiion Infrastructure (am, which will . 
comblne the information lnfrastructures of individual nations. The'Oll will be Ii '! 

cooperative effort among governments; it will allow an exchange of ideas 
within a community and among natiolls; and it will make possible a global 

'...,"--, --"lnformation·marketpJace,"where·consumers can buy·or·sell-productS;- A fu1Iy"-" .. 
realized GTI poses significant challenges for national, social and economic i 
policymaldng that are just beginning to receive attention. ' 

11 
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.The 'United States is not alone in these efforts. At least 19 countries are 
pursuing similar national information infrastructure initiatives. The EUIDpean 
Union isexpeeted to invest over $170 billion by the end of the century in 

. developing a European liIformation Society, while Canada, Singapore, Korea 
and, of course, Japan are pursuing similar efforts. These initiatives are 

. important because each country needs to develop its 'own infrastructure in order 
to create a global network. I am no expert on the NIT, believe me, BUI I do 
know from my trips abroad that leaders in many other nations are anxious to 
'book up" to the infrastructure we are building. Separate threads will gradually 
be woven together'to become the fabric of the GIl. 

The U niled States is now 
, 

engaged in planning efforts to fulfill our Vice 
, Presidenfs call for ,a GU. Holding consultations with a variety of natlollS may 
figure into this enormous undertaking. I am pleased that the United States 
offered iwo weeks ago to hold a bilateral meeting with the Government of 
lapan to excbange, information on our respective national infrastructure 
initiatives.' Our countries are also engaged in consultations on 
telecommunications infrastructure througb multilateral bodies such as the ITU, 
the OECD and the Asia-Pacific Economic Cooperation (APEC) Working Group 
on Telecommunications. This type of dialogue and information exchAnge 
provide a meallS for developing a common vision, and for increasing 
coordination. 

. . 
CHALLENGES FOR INTERNATIONAL TRADE AND COMMERCIAL 
POLlCY 

Not ollly is the Information Revolution having a significant impact on 
individual industries, but it is also changing how and what we trade. Over the 
PMt SO years or so, a set of laws and regulations bas 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 
pbysical goods across borders. The advent of the technology aUowing us to 
tnuisIate many products into digital fOf1ll and transmit the digital information at 
enormous speeds across borders is changing our concept of trade' and forcing us 
to loole at thes.e law's and regulations anew, to be sure that they are adapted to 

_ ._,.~,,_' the.new_challenges .we.faee._____ .."'- - -- - -.-",~"....____,,_,,; -. ,,- - -.- ,,,...,,' -,. . , ' 
. I 

It is interesting to note that in 1991. American companies for the first 
time spent more on computing and information technologies than on mining, 
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.. manufacturirig and farm equipment. lnd~,'we are now seeing a shift in trade 
from 'merchandise goods" to services (and struggling, in the process, with how 
to measuretbat.) While Qversess sales of pbysical products - comPuters 
semiconductors. etc. - will continue to expand, and while \YO will continue to 
prOllWte exports in those categories, the fact is that exports of communications 
and information 5wiees, including software, are growing faster, and now 
account for over a third of all tecbnology exp?rts. . 

". 

TIle effective use of new information technologies bas become the 
foundation of competitive nations and 'firms in the·19905. Information· 
technology bas also enlarged the competitive arena, and made it truly global. 

Here are some of the specific cballenges we faoe: 

.Intellectual Propem Rights 
. Development of advanoed information infrastructures will create . 

unprecedented market opportunities and new challenges for world-renowned 
meidiaand 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 intellectusl property rights, especially . 
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 multimedia formats - are to 
move in commerce using the full capability of the information infrastructure, 
while retaining the necessary incentives for their creation and dissemination. 

Tbe question of upbolding intelleCtual property rigbts becomes even more' 
difficult when exporting to other countries where legal and cultural norms vary 
concerning the protection of privately- generated original works from piracy. 
The lack of satisfactory intellectuaCproperty protection in many countries 
allows piracy·to flourish to the financial detriment of creative communities and 
information industries. Concern for intellectual property protection remains a 
major impedim!lllt to private Investment in information resources and services. 

There also is the need to ensure protection when !,hese products are being 
-_. -~ -_. --transmitted· to consumers electronically,· rather ·than-in·B· physical form. . Works····· 

transmitted as intangible products! across national borders are not bandied by 
customs authorities ·or subjected to tariffs, monitoring or control. As a result, 
,the current intellectual property rules need to be examined to ensure that they. . 

13 
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, are up to the challenge of the increasing trade in intangible products. 
, , . 

The tensions betweeo the' goals of protection, on the Olie hand, and 
inlllroperability and usability, 00 the other, have raised some serlous'lssues, 
especially for the software industry. Foi example, in trying to frnd a legal 
solutiOll, the Buropean Software Directive, effect\ve 00 January I, 1993, 
grappled with defloing limits on decompilation - often referred to as'reverse 
engineering.,- to cllSUre illteroperability of software and hardware manufactured 
by different comparues wliile also protecting the copyright in 'the proprietary' ' 
software. "The United Stallls argued that EUropean law should be silent on this 
issue and inslllad ,should be governed by the well-known copyright principle of 
'fair use" that guides U.S. practice. We are pleesed that the European ' 
directive includes only 'narrow exceptions for decompilation and that it'struck a 
balance that both sides can live with. The Unitlld Stallls also is pleased·that 

,Japan recentiy decided against changing its copyright law to allow reverse 
engineering of computer programs. 

~ , 

, 


The balance between protection and interopei-ability, and usability also bas 
challenged those who are looking for a technological solution. For example, a 
1986 proposal by a software industry trade' association aimed at preventing 
software piracy through a hardware modification falled to gain industry 
acceptance from hardware manufacturers. The hardware industry had 
competlng' concerns about the effects of the modification on overall costs as 
well as 'on,market demand, since software, wbether legally or illegally acquired; 
drives hardware purchases. The microcomputer software industry has come to ' 
rely on the threat of lawsuits and criminal prosecution as the primary means of 
copyrigbt enforcement, while the U.S. Government has made the protection of 
intellectual property rigbts in foreign markets a top priority in trade 
negotlatlons. 

Upgrading intellectual property protection was a major U.S, objective fOf 
the recently concluded Uruguay 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 Property Rigbts (TRIPs) provides a 
good founliation for international protection in this area. TRIPs goes ~e11 , 

~ __ ~ __ beyond the existing international intellectual.property agreements,~ensuring the, 
highest level ,of copyright,protectioll for computer programs as well as 
enforcement provisions to ensure compliance. ! 

• 
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The United States also is worldng bilaterally under the so-callCd "Special 
301" provision of the 1988 Omnibus Trade and Competitiveness Act to upgrade 
intellectual property protection in particular problem countries. 'Special 301· , 

, :,.­ , ' 'calls for the Uruted States Trade Representative to report to Congress annually ,, 
on intellectual property related problems being encountered by U.S, companies ' 

. in foreign markets and provides authority to take trade action, if necessary. , , 
Special 301 recently has enabled the United States to upgrade protection'ln ,;t';.(,"­
Thailand, Taiwan, Egypt, Italy, Venezuela and Poland, among others. We are"'~"""': 
cOntinuing to work with other countries,' such as Cltina, to ensure that these 
countries will mD.ke the improvements we seek in copyright protection and' . 
enforcement of.tl.S. intellectual property rights. 

The tasl::'of ensuring effective intellectual property protection for the' j , 

information and, e.ntertainment industries is further complicated by the emerging 
global rechnologlcaIenvironment where the conventional distinction between 
products aud services breaks dowu. Products are networked, and network­
accessible services are linked to products. Rights must be acquired to cover all 
,farms of delivery, because multiple delivery'paths are possible and it is difficult 
to predict what technologies will prevail or how markets will be structured" On· 
the other hand; the control and security offered by different technologies 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 
relelllless globalization of world commerce, work to create common legal 'and 
regulatory regimes that are responsive to the cbaUenges of this emerging 
technological malri:t. 

~ 
,Global standards that promote innovation, competition, and 

Interconnectivity will be vital for, a fully realized global information socicty .". 
The importance of International standards to ensure interconnectioD and 
interoperabiIity are a critical step to the realization of a global information, 
infrastructure; Care must be taken that such standards do not affect the ability 
of intellectual ,property rights-holders to exercise their rights. This issue will 
become even more 'comple:t as wireless technologies become a more prevalent 

.... means.of.communications, _We have.IO.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. ~ 
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The different technical standards, formats and reqlLirements developed in 
Burol'<', the United States and "Japan make interconnection and, therefore, . 
communi~ations very difficult. At the user level, there is a growing'desire to 
be able to choose products and services' that 'work together without additional 
cbanges and cost. That is why we support fair, transparent international .• 
.tandsrds development. , 

DeSpite this need, there are conflicting pressures between the desire to 
protect the legitimata rights of the developers of technology and the desire to 

,r 	 support open systel!lS. On the one band; countries and companies that are first 

to accurately define the future and develop technology and products to meet 

future needs could get a head start On everyone else. Of course, the risk: of 

making costly mistakes from whlch others may benefit is hlgh. Contrast this to 

the benefits of being able to operate in the broad global marketplace, a situation 

in which everyone can win through cooperative efforts and all nations will be 


.	better off. A. technology continues to be transferred rapidly throughout the 
world through overseas production facilities, licensing agreements, end joint 
ventures, it may be naive to think that Ii head start in advanced communications 
will result in any significant long-term trade advantage. , 

BIlla el Or(g(a 
The question of rules of origin has a major impact.on several key areas, 

inclnding the application of tariffs and local content requirements for ' 
government contracts. However, the increasing trade in services and the 
important question of determining the origin of services adds a quantum leap in 
complexity. I:n 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 origin 
of a blueprint or chemical formula that is converted into digital form in one 
enuntry, transmitted over communications facilities to another country where 
modifications tau place, and'then transmitted again to third and fourth 
countries for use in blLilding or manufacturing? 

One of our objectives in negotiating' the Agreement 011 Rules of Origin in 
the Uruguay Round was to address tbis issue of the need to cooperate in 

,..,-, . ,,' --developillg-policiesregarding rules.!?f origin. The ·Agreement·provides form ... 
" < extensive, mUlti-year work programfwith the objective of mUltilateral 

harmonization of rules of origin. The effort will commence upon the Clltry into' 
force of the World Trade Organizatioll in early 1995. The intent is to preclude- , 
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'the WIO of rules of origin as a method of distorting trade and investment 
decisions by establishing Clear and predictable multilaterally-agreed rules of 
origin for non-preferential trade in goods. 

Markel Access• High technology seeton have generaIJy been viewed as essential national 
resources I\IId have been subject to protectionlst pressures and consequent 

. market-opening initiatives. The telecommunications sector provides 8 prime .. 
example, with countries basting national industries reluctant to open their 
government procurement to international competitive bidding. In addition. 
basic telephony has traditionally been considered the exclusive domain of , 
national telephone companies. In a: glohal Information Age. these 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 sensitive markets. which have proven to be extremely difficult. 

. 'The European Union is all eumple of the kinds of pro'~l~nli'we a~e 
having. 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 televil!ion broadcast quotas to programming transmitted by other delivery 
systems, such as cable Of satellite. .In fact, the French became the first 
goven;ment in Eur?£f,;~~~;,tend the protectionist quota re~.ime to music 
broadcast by radIO.'""'-i;!j'·" '>" . 

Res(llution of audiovisual issues remains a higb priority objective of the 
Clinton Adtni!Ustration. In consultation with our private sector, the United 
States is currenUy exploring It range of possible responses to our continuing 
audiovisual problems with the European Union. 

Limited market access in the European market not only affects the 
(audiovisual industry. Potential investors, telecommunications companies. 
hardware and software providers also suffer the consequences of protectionlsm. 

, " .,,:"._Jam.pleased to.note that. ,in eontrast.,]apan,and other. key countries. in Asia." "' .." ... 
: 	 Korea, Singapore. Malaysia and ;Thailand - have made important commitments 

in the audiovisual area in the Uruguay Round Services negotiations. 

17 



P,19 


, The U.S. Admi;Ustration is committed to an international ~ policy to ' 
',open foreign markets that are closed to our competitive multimedia industry , 

, - goOds and ~ervices. We will continue to pursue U.S, trade liberalization 
" •objectives both multilaterally and bilaterally. ' 

~:. ,.It '-",' ,,;' -;,.,;'.' .". ~,,;~.,:",:"" '. "~-'.. :'-< ,,::"··1-:' ,- ,,' ;."'" 
, J' " Formany 'years, the 0.;8, has sOught to cover government.:oWned • !,,' , 

telecommuniCations utilities under the GAIT Agreement on Goveri?ment; , ,'.,.',
'Procurement. ~rn addition, the U.S: lias u'sed Title'VII of tlie 19S5'OmruDus 'Y' 

: ; : Trade and Compe~tiveness Act, which requires ali, ~miual report ~.CongreSs on :, , 
:' ,,,' -discrii'ninatOrY 'foreign"goveriUnent procuremenfpraetices a¥dnegQpations; to""~ 
~' , " address these practiqes bilatefally, In,l992;' the EuropeanUnion\w,ss"identified:', " 
"" 'for the diScrinfu!atory procur,e1l1I;ntpolicies, of gov~IPment~wned'~," '::" ":::' 
~,' ,", :'~eco.runuruc~tion~iliid bt)livy"~lectrical utilities in certainEU. me!#b"er ~lates ' : { , : 
~I,: ",' '.. ,and :~an~t~,?ns :~ere impos~,; , .' ~ ~ .,' " ,/: ~'. <1' .:.~: ~<~. 'I :,: Y'-: - f; " 
"'~, ....", •• ") ". """. '. ..,.. ~,~ ,-, "'" '{"" ," i' if," • ,"!" 'r' , 
r,'~' ,"', '.,' ...':,~" f ,":' •• ",.~. .-" .: - .'~ .'I"'~~' , f",

;r ,:,' Despitemulti-y~r negotiations between' the U',S, aniiEuropean Union, ~}';-;'
.,.. ,.. \.'.", ,'..... .,.. -.. , - ,'. . ". . ..,..... , " ....... ~ ...... . 

i !, :; whicb did result in an April 13;' 1994 agreement to ,double"to 

" 

ovci':,Sl00 billion-,:: ,; 
, the bidding 'opportunities available OIl-ea &ilk. !lnder the GAIT Agreement - ::~' , , 

includinl!,government-owned be~vy electri~a1 utilities :- agr~meni',could not be ': " 
;;';-"",., - -,'reached'oil·teleoommunications utilities. ,In the·absence ofiaD-agi'eement' on·EU :;.-:.: 

, ,.'". • " , .' ;.., • "N .­

" :'. praotices,affec):ing telecommunications equiplD!iit andserviccS; th;~ U ,S: .,'" ;':,' " , 
/ ,sa,nc~o"!l,fjmp,~,sed unCler T!qe'VlI\i{iIl re~~i!l in effec~.!pe ,sanc~oDs "p,ropbjt4 ;' / ; 

" ,', !lUppllers;fro,m the EU; lJIemt:~r slates"except for Greece,PortugaltSpatn'and \~./ '<~ 
, 'Germany(whicb do, not discriminate); from'participating iiI certiliil'categories o£;;, ;,', , 

~.ii.s~ .governm,entlprocuremen(~orltiaCts: . t' , - -- ~ ";;'? ,t, " . ,~', ',['f~ ',',', 
'" '1' • " .;,1",',', ':~'

~.' '" .....p~.,,' '1~"'~ ~ ",'. .'~.. _ '~,'~'T' __ • '. ... • "'.0:.\" _":'~' ~. 

: 

, ,-" ", Another mDjor issue for: the United Slates relates to !,:ccess to}apaii' s 
: , ,governmeilt procurement In:telecom, 'This, as you know,'is a majgr :iss1,Ie in :;- , 
, 

, " ,the Cll1'rent framework negoti~tions, '.',We feel,that it',is vital that" th~ Jap'anese ' "':, '; 
government agree to mote open and,competitive procedures.for itS;' procurement ;', ," 

, 

, 
leadiug,~; a significant increase in, acCess and sales of co~titiv~f9reign ,', '~' , " 

i/~ -_. ';,productSi' :Sincethese issues arc, being:negotiated riglit now, .I~i!ll'iot£()mmentt;;.. ' "" 
, ' 'further '- except to underline bow important they are to the Clintci.ti';:' :', , ", 
l 
" 

Admimstration.· , '.,' / ... _;" .~~ ',::~._,~' , :. '~4,.
; '" .". , .... ~.t:.. - .. :.,... ." .. ~t,., • ,...,,
,-,-_'r- ~~' ..-~- 'SRtfcia13ttention'to'Senices - ," , .... _- .. '"',--,'- " ,,,",-,'- "- ­
.., - '. IThe General Agreement .on Trade in Services (GATS) negotiated in ihe . ,.: 
,. recently Completed Uruguay'Roundof multilateral trade negotiations, . > " 

establisheS for the first time, Comprebensive multilateral disciplines and " " • 
" 

" 18 
" 

" 

http:Clintci.ti


.c' ' 

procedures cov~ring trade and ~vesimeilt in serviCes, as well as specific 
market-opcning concessiOIlS from a wide range of individual COU!ltries, In the, : , 

, TelecOmmunications Annc'x to the'GATS; countries baveagreed tb~t public, 
"", telecOmmunicationS networks and services will be available' on reaSonable, non­

, ' ~discrilirinatOry eooditions to firms and iodividuals.wbo use those nttWorks and 
, : ~ ,: serVices" Vse~1i wilLiilso~ ~blli' to'provide,:ei:th~~ceg or'val)!e-~g¥serviCes', 

" " ',andintra"Corporate communications. A1thougb basic telC92l!ll!l)lni9atiollS' " 
'~-<'" 'J "i1CiWork(ari~Aekmces.,.ite notcoy'eredby. tile, t\gre~jjj"erit;lfi\~~~~~r~lIites-and '" 
""", 'other tra~~g~~s 'with,~ortelecolllJ!lunicati~ns'maiketS 8\19~la~!h6', " ' 
.\ '~c~, ,:\, BUi'~ean ,uiilo~}Caliada'i Japan, :Korea; Hong K~ilg; Australia; ;to'~nam~ jU,st -II, "~~ ': 
"" ':" fIIw;:initiated'iieliotil!!i?~s 41' ¥ay of this:Yl:u/1if extend the GATS!to this, key,' ,,' 
.~, J, ,:~{siie!Or!:>f theilob,aI:!!Co!K>"!Y: ,In,~:;!!.~goti~tiO'!lli,'Yhjch,Ares,,~~uICd to last ",' 

~, ~';,/ ".,.," '~tW'o:y~/the],Jiiitiiil;Stiltesji:Je0!iliig'.,f0r"the:prmcipai' \e1~oi!ll;iiiD.icatioris·", ..,', ' 
~~;;i;,;',' countncs, tp make'lIlI\lor changes tp their, monopoly-dommated, ,systef1lS to open', . 
ff,;~~1.::)~t~et1I.!" f,?reign,.co~peti.titln,·,,Wear.7·.ho,PFg,~:~-~~b!~!1~s ~~t of ,:, .,' , 
""'+;""r'~/:" - "~'? ",,-.,~!l~ f~p~J~.~,~~~:~~!~~~f~·<:;'·) ~- ...-'~~.;" ,-:,,", ?tl';f;;':'" ...... "~;.:,.' ~-' j:
,._:~ ll~.< ,"~_',_" ,<:'\,,1"/, "~". >",' , " • ,~ .•. ', ~', ":' .,' I~_;;t.,"'., "~ 

• >', • '. "," • " - I ',' , • ,. , • \ " 

•. ".' ~1. - . ",' _ . " • '" '';' , _ ' 
, '. .,' • "'~ ," , ~ .' '" ' .' , '~ "1. .' 


.. • _ • • • '. .. ••~, -.. • '. .' ',,' • '. .' ' n : " 


"'" ~,f' , ,'~f~.SJij'idilf. ·1' , ',.. , ~ r • ", "" _, .. " .. ', . .'-..~-':' '. " '. .,', ':" 

;r-,",":~',,:'" ,,~;,.,;:''l)ei'ti ,will ,bC.int4,nsi'pre!isurcon:go)'sinmcilt$,iOh!llp,theii;¥oniil , ... ' , ;~!"'.":~, -, 
" ," ,:,,iIliitistries in 'llie ~ac~,lo,reap.;,t1wadvantages' of Iieing'the;rrrstto b.~fng now:: .. ' ' , 

~,:~prodilct(and sen:ices ~t1~~t;(.Bu,t the.attraction of.inC!l'.stria!pol~~y res~~~i!,:' 
;;'" ; lhr.e~mlllC!!l\mi,s90nceptiolllthal·c~Je,W :crjt,i~· ~o,log!~sdete~e~Yj9.g~~i'l'( ,<' 

" " I ' i',stalillards"iInd,global,eConomic success. 'What matter's is a,complexjnii'ilSf,~:i\:iV' 
, ,'_ ' , ,;, maiy':~chri616gies~man'agement praitices;worli.~biti; cilltUie ~~~~~~,"" 

.' 'S;.;~::::.i, :'1\;' '"policies ,tbat is\;too· intricate· to."contr~l.,., <.1 . I,. - ,:',/4".: ~:-;,;;,~>;J::-~-u'. ~::, ,,~~.;) 'd,_',... ~ "~'1 
i·' .,',- '. "" "','+' ',. .," \ <,' ':". -,.' ,.,t " -,' <"':t,'1f# '~, \~r'- (. '-,• 

,'. - ~":j, ... .... ,'.,' " . .',~" ". '. :~": •.•' .•.~.~,!' :":"~'. "', ,,':', ::L..."'I." .'" ~- • 
• ~ • ,,".. 'of \ • ',' ) - , , . , • ' - • ~. . • ,. -. 

, : ,'" 'J::i " ';" ''Trade, policies have ofteii been used 'as a means' \>f deVeloping national,,' :'" 
:,: ~ . ' ;,jnfotli'll!ti~iI\c;!usfti~"Reslrl~~.pr!lC.Uiem,ent"'!lll!sidi~ ~ lop!II/copIen,L.'{, 

~: i:;, ",",:'i;' • t'eQuifemen~ate tb~)itiost corilmop .toolS to. slieller strategic domijnc iodustries 
" ' , ',;,: "from, competition. Onba\anci,slicli policies hav,ebeeiJ 'ineifective,infustering' 
: ,:;:, / :'cWOrld:i:I~s.competitivein,dustfies:beCau~e theY:limit aecess,to s~~-~-8.rt; ,,- " 

"'h !"". 'i,'",te.clu:tology." ~\ ~.'\' "::" .:r·-.r,' 'c"'" 


"" '.t- -"~ " ~; ,.f:;.. ~- '.~ , ,.' ,'.'.' i' ':
.:,. ... ,,;. ~."J'>, -,-', , .-' .• ~. " 
.~. ,,-:: ,:'~ "Pressure for goyeimruint,!l to in~rease s\lbsidies foqesearchiin9 ' ,.:, ' 
"'~", ~>";, i1evelopment;:iil_patticiila't;:will:gi:ow=as:the~cost.of:devcMpiilg:~'" , .. • ~'. ,;' ~ __ 
:,;' .. ,-), i:ommerciiUlzing new.:iechnologies,skyrockets, The new GATT Slibsidies Code, 'f' " 
",. wbi~b the' U.S, supports, allows subsidies for what is called industfial researcb: ' 
'i and pre-competitive developr?ent :activity under carefully defined',c,ircumatances,-'" 

~. . ,­
, , ," ~ - ,19 
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Tile U.S. strongly opposes subsidies for commercialization, however. These 
are I!!!l permitted under the new agreement, and we win worl< hard to ensure 
that the Code is' enforced. 

lJfIImnt Regulatory .S»iem£ 
Increasingly. governments are recognizing the benefits of dereguJatioo, 

privatization, and competition in the telecommunications area. In recent years. 
many countries have opted to privatize their stilte-owned telephone compariies in 
order to obtain the benefits and incentives that drive competitive private 
enterpriseS. including innovation, increased investment, efficiency and 

, . 	 responsiveness to market needs. Adopting policies that allow increased private 
sector participation in the telecommunications sector bas provided an enormous 
impetus to. teleCommunications development in dozens·of countries.' . 

,~". 

Because tlJis is an evolutionary process, telecoo;ununications service , 
providers do not operate in a uniform regulatory environment around the globe. 
Some 'countries, for. example, tteat certain classes of service' providers as . 
"common carriers" rather than private operators, and subject them to additional 
regulatiolf and sCf]ltiny. In other cases, regulations are based on whether or Dot 

,tha 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 il1vestment, and cause· . 
uncertainty. These can, in fact, become trade barriers. 

. As more business users operate on an international level, they require 
services thai 'provide the same telecommunications applicatioDS support they 
receive at a national level. Telecommunications user groups are urging their 
regulators and service providers Ie adopt a global perspective and provide 

, . 	 seamless international communications networks. Regulalery harmonization, 

therefore, is an important issue on the international commercial agcnda. 


C9T/!1}etjljbll Potic:) 
A liberal. opcn trading system assumes a maximum of competition. This 

.is why the traditional mOllopolies, whicb have so often characterized the 
_._,,__telecommunicatioDS.sector,.are.a.major. impediment .to.trade._Oftentimes __.______._ 

; 	 privatization is not ellough, especially if a public ~onopoly is replaced bya . 
private one. Competition is the best way to make the telecommunications 
sector more efficient, more innovative, and more profitable as consumers make . 	 . 
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more calls and prices decline. As noted by the international 
Telecommunication Union, in the eight OECD countries that permit 

. competition, telecommunications contributes around six pen;ent more to GDP. 
than in those 16 countries that do not pemiit competition, translating into an . 

• . extra $16 billion per year of telecommunications revenue. 

, in the past, it may have made sense io have telecommunications .. 
mnnopolies. In many Cases. the technologies and economies of scale meant that . 
it was inefficient to build more than.one network. Today, there are many more 
technology options than in the past; and it is not only possible; but desirable, to 
have different co:npanies running competing - but· interconnected .: networks. 

Although monopolies still e>tist in the provision of telecommunications . 
services, there is a growing momentum toward their elimination. The desires 
of IIew entrants in the telecommunications sector are forcing,many governments . 
to gradually break, down nati()oal monopolies. We are even beginning to see· 
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 

~... .Cable TV appear to be no morc natUral than were monopolies in' the liberalized 
areas of long distance ane! customer-owned equipment. In Europe, recent 
proposals to allow mobile communications companies to be: freed from ·all 
restrictions on bnilding their own networks may pave the way for broader 
liberalization of fbted voice se",ices later.in the decade. 

'. CIlALJ",ENGES FOR U.S.-JAPAN RELATIONS 

Alrierica and Japan are the world's two single most influential countries 
in the world economy. From the perspective of Washington, there is no 

. bilateral relationship that is more importsll! than the one with Japan. The 
challenges of the new Information Age will be challenges to both countries . 

. 
Common Views 

. . The U.S. and Japan share II. common regard for the information. 
'technology' s~ctor.from both economic and social perspeetives as we attempt to 

---'--build-our-national'information-infraslructures;--in:the 'United 'States;-we-are--~--'­
realizing the complexity of the many issues surrounding the establishment of a 
national 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 iildustry widely endorse the need for a Japanese 
information infrastructure and for regulatory reform to support it. an official 
government consensus on a comprehensive program is still evolving.. , 

, I understand that the Telecommunications Advisory Council announced 
'-on

, 
May 31 its recommendation for the Ministry of Posts anc! .'

, 
.. 

, Telecommunications (MPT) to promote the Japanese information superhighway 
:" ,',., and related projects, Accoraing to the ,Council's report. entitled "Reforms '" 

, Toward the Inteliectually,Creative Society of the 21st Century.' Japan's ", . 
,. informatio~ infrastructure will be based on extending fibet optic line,S ,.: :'., I , 

, throughout the'country by 2010, lead to market growth of 123 trilljon yen and 
" ,gem:rate new employment of 2.43 million. MPT emphasizes private network ' 

develOpment. 'supported by government initiatives in developing applications • 
, and public' promotion, of networking in'areas such as education, research. .. .. .­
medicai arid welfare'services, administrafive operations. and public Iibrariesi"'In ' 
the report; MPT asserts that the government'must create the conditions for ' ' 
network development in the private sector tliiough 'promoting private' investment' 
and, standardization. establishing security systems in computer-related business. 

'improving protection of intellectual property rights. and deregulatiilg, ' , 
- , ",:'particularly in~the broadcast,and cable TV lndustries.",There are many"" :," 

, similarities in the themes with the U.S, approach. ,.' ~ ,. " , :;", , ., 
. I am aware thai the Ministry of International Trade and Industry has also ' 

issued ,an advisory group report on this subject, entitled "Program for an' , 
, Advanced Information Society;' and that there is currently a debate,underway' ,. ' 

" , " .., in Japan on how to deal with the Information Age: As a foreign official, it' , 
would be inappropriate for me to tal:e sides in this debate, However. I hope , 
that this debate will be resolved iii Ii ,manner that conforms with tpe,general 
principles of increased compllt!t!on. open markats. and a ~imal. ~~xible 
regulatory environment. . ',. ' '. : 

. ' " , , 
Since,198S, Japan hwi clearl(made efforts to deregulate its,:;: 

telecommunicatioos sector. ,The introduction of "new common carriers· that , 
compete with !'.'TT in the provision of long distance services has resulted in ' 
long distance charges in Japan falling 55 percent between 1985 andJ992.• 
Japan.alsoallows,some.competitioriJn.its,cel!ular,and.internationaL . .,...=._____":"' __._ 
telecommunications services. In the area of value-added services, Competition, 

, has resulted in over 800 companies providing.. an array of services. Last 
December, lapan announced a long overdue plan to deregulate cable TV which 
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should gO,a long way in stimulating the growth of that sector. Recent < ' 

projections estimate tbat cable TV 8ubscribership in Japan will grow from about, 
, 8 million today to over 20 million over the next gill years, Clearly, progress 
· towards deregui~tion has b~en made, but further deregulation is ur~ently 

-.. " needed.' ." , ' ' « 

" 
, 
, 

" 

:' ",_" :-," 'r J"" ;~,' 

,,;.: ( 'I' ~ ­

I understand that recommendations are n(".: under consideration fur 
. ,- I ~ '. "" " ."" ,'.,." • ";" ""._.' " revisiOllll,to the two Illl\iO! pieces of legislation affecting lapan'~ ',". 

,telecommunications sector: the Telecommunications Business Law and the " 
Broadcast Law. I bope, yC?umaximize this oppoitunity to begincn,amng the, :", 
future course of Japan's telecommunications sector in a way that positively , .~ 
affe<;ts th!l development of your own information infrastructure:. :;.:, " . , . . . . . 

, , 

DfJlerences in ~ch " .. '. ; 
... In other respects, there are many differences between our countries in 

· terms of telecommunications deregulation and comp~iltion,' , " " 
,., .,. _. " , .. ". • . ~ -.. . • - • i •• 

• ' 1" .-" ,'.~"~ '.' ',I ,,", ,~

" ,The fact that NTr bas yet to be fully privatized is a case in point, which 
may further complicate Japan's efforts to accelerate developm~ntof its natiOllllI. 

,., " infraatructure ... ·We know ,from our experience !hatmajor'poliey·changes are--·~· 
· fGnowed' by a period of market disrUption as incumbent serVice providers and . . 
new entrants' adjust to the new environment: .' " : " 
~ . , , 


". . :-' , ".' 

Let:me give another example of our different approaches, Japan". 

·envisions a nationwide fiber optic' network as. the path to a broadband 
'multimedia~ infrastructure, whereas the U.S,·Governm~nt is committed to ' , 

'. remaining technologically neutral in the development of the Nll. :/U I have' .. ; 
, noted, the" Clinton Administration believes that government should no! dictate 

bow)he Nirwlll be, built, "We will let theprivate sectOr determine the best. 
· inetbods of delivering information to its customers - be it hybrid of optical 
, fiber .. coa:tiaJ cable, copper w,ire, satellites as well:8s an array of wireless 
technologies.

,." - ,"' " 

. , 
, .. lm"oi1anct QJ the 1'rti4e AWdll . J. ", 

"~-_~_~""":'_Tbe,trade"ageoda.lbat:I,bave,described:is_crucial._,,It-baS-been,jll,the"':__~.L.....'", 

information technology seetorthat so many trade disputes, have Iltkan)Jace in·' / 
recent years •• over semiconductors, supercomputers, computers,satellites, 
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cellular telephones, international value-added services, and access to 
government procurement~ . . 

OureffortB should start with making sure past agreements are enforced. 

• 


They shouldfoeus also on the current "framework talks" in which the 

United Slates is seelcing fairer access for foreign firms to bid on Japan's 

government procurement in the telecom sector. As I heve alread y discussed, 

the aim should be for competitive foreign firms to be able to benefit from 

significant increases in market acces.i and sales. 


lltfporta1Ice Q,f Ca!iliaued,BroiMl DerefUlatitm. . 
These issues become particularly acute in an environment in which there 

will be many changes in the illforroation technology sector _. new products, 
new services, new players. The Unlted Slates wholeheartedly supports the 
emphasis of successive 1apanese governments on the issue of broad based 
deregulation. We hope thet the Hata Aaministration will accelerate this ttend. 
and thet liS it does so, it will allow 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 would also deny the Japanese 
market and 1apa1lese consumers the benefit of the technological revolution that 
will be taking place elsewhere. . 

I know this is not an easy issue' for Japan, which has managed to 
maintain tight control over the economy and which has prized stability at the 
expense of cbaotic changes fur most of the post World War n period. But the 
time has come to open the markets wider and faster, within II sensible 
regulatory framework, of course. . . 

GIoblll Cooperation ' 
The agenda is also one of extensive cooperation on a scale whicb goes 

well beyond .both OUI countries. We must both take a leadership role in the 
. development of the Global1nformation Infrastructure. This entails working 

together to establisb everything from standards that ensure interoperability, to. 
the establishment and enforcement of laws and regulations to protect intellectual , 

....._- ..-property righlS•. to.assis!ance.to.c!eveloping. nations and . former·communist-... ---""_'''''''' 
. "economies-in-transition" to join the global network. ' 

This latter point is important. One of the principles which the U.S. bolds . . 
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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 I'oom may enjoy the convenience ofvideoconferencing from nearby , 

'locations, more than half the world's population lives more than two hours from 
, a phone, arid an equal 'number have never made atelephone call. There are 

fewer telephones in all of Africa than in Tokyo. ' 
" . . 

, ' 
" 

CONCLlJS.ION 

'. The I:hallenge to America and Japan to collaborate constructively in the " 
information technology sector is among the biggest challenges we face. 

We are talking here not about one' industry, but many -- and many which 
can hardly, be defmed. . 

, ' We are talking not just about one set of policies, but many which cut 
" across aIlmanncr, of trade and regulatory issues. , 

.we are talking about 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 information services of all kinds. , 

, And weare talking about having a true international consciousness that 
encompassl~ a sense of responsibility to help" other countries improve their own 
information infrastructures so they can play in the big leagues along with us. 

I feel. confident we can rise to the challenge, but it will take an 
extraordinary effort. 

Thank you very much. 

~- - .. _.. _--,- -"-_. - -_._._...... -...~- ~- -.~---- .. _.. _._---_.. _. _._------- -.-.- .-... --- .. "---. 
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GOOD MORNING. IT,IS A GREAT PLEASURE TO BE HERE TODAY. ) 

, 
"CALIFORNIA IS TillS COUNTRY'S \VINDOW ON THE PACIFIC AND 

, ' , 
LOS Ao"<GELES OFFER VITAL, VIBRANT TESTIMONY TO WHAT 

COMES WHEN AMERICAN ENTREPRENEURS HEAD WEST. 

I AM ALSO PLEASED TO BE ABLE TO ATIEND THIS EVENT. IT IS, 

IN MY VIEW, AN IMPORTA."lT GATIIERING AT AN IMPORTANT . . .. . 
TIME. I AM ESPECIALLY GLAD TO BE HERE TO OFFICIALLY 


WELCOME MINISTER WU Yl AND HER DELEGATION TO THE 

.. -,~. '-. . .'~' . .' '...'. .' -..,;,. 

UNITED STATES. SHE HAS COl\fE FOR A SESSION OF THE U.S.­
~ . . .. - . 

, CHINESE JOfl'.<'T COMMITTEE' ON COMMERCE AND TRADE WHICH 
, , , 

'WILL BEHELD LATER THIS WEEK IN WASHINGTON, A l\fEETI:>iG 

WHICH WILL BE CO-CHAIRED BY HER AN'D SECRETARY OF 

•COMMERCE RON BROWN. 

, . 
IT IS IN PREPARATION FOR THAT MEETING THAT I HAD MY 

, '" ~ 

FIRST OPPORTUNITY TO MEET l\-1ADAM WU )'1 ON A RECENT 
, . • 

. TRIP TO BEUlNG, AND I VERY MUCH APPRECIATED HER .. .
'-~ 
­

GRACIOUS HOSPITALITY DURING l'vtY VlSIT. I HAD HEARD MANY . . 
. ' , 
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FINE TIllNGS ABOUT HER PRIOR TO OUR MEETING BECAUSE. 

SECRETARY BROWN HAD MET HER DURING THE APEC MEETING 
, 

. IN SEATTLE LAST NOVEMBER AND WAS STRUCK BY HER 

CHARM, SINCERITY, AND FORTHRIGHTNESS. I AM SURE YOU 


ALL SHARE OUR VIEW THAT CIllNA IS INDEED VERY "VELL 


REPRESENTED ON THE TRADE FRONT. 


, 

THE POTENTIAL OF THE U.S.-CIllNA COMMERCIAL 

RELATIONSIllP IS WHAT HAS BROUGHT ALL OF US HERE TODAY. . . . 
. '- - . 

WE'HA\1:: ASINGirLAR OPPORTUNITY FOR THE WORLD'S MOST 
<,; 

-~ . , 

ADVANCED ECONOMY TO JOIN WITH THE WORLD'S BIGGEST 

EMERGING l'vtARKET FOR l'vIUfUAL GAIN. TIllS ADl\UNISTRATION-,"- ~ - , . . . . , 

RECOGNIZES THE IMPORTANT ROLE THAT CIllNA CAN AND 

SHOULD PLAY IN A.\1ERICA'S GRo\\lNG COMMERCE WITH A 

DYNAMIC ASIA. , 

. . " -rAM CERTAIN THAT OTHERS AT TillS CONFERENCE '''ILL. . , 

, • 
REVIEW THE DRAMATIC PROSPECTS FOR TRADE AND 

INV:ESTl\1'ENT. TODAY I WANT TO USE MY, FEW MOl'vfE1'<'TS 
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. 

BEFORE YOU TO DISCUSS THE CliRRE1'iT STATE OF,OUR 

RELATIONSIDP WITH CIDNA AJ'iD THE POTENTIAL FOR THAT 

RELATIONSIDP. 

LET ME SAY AT THE· OUTSET THAT THE CLINTON 

ADMINISTRATION SEEKS STRONG TIES WTm A STABLE AND 

PROSPEROUS CIDNA. THAT GOAL IS IN AMERlCA'S NATIONAL 

[NTEREST. CIDNA IS AN IMPORTM'T MEMBER OF THE 
, 

INTERNATIONAL COMMUNITY. I TIDNK IT IS FAIR TO SAY 
, - .... " "' ", " ; .', " 

THAT NO U.S. ADMINISTRATION SINCE CIDNA'S 'REOPENING' TO 

THE U.S. tiNDER PRESIDENT NIXON HAS WORKED MORE, 

INTENSrVELY OR DEVOTED MORE RESOURCES TO THE . '. . ..,' 

PRESERVATION A..ND ENI-IANCEMEJ'.'T OF OUR TIES WITH 

BEUING. PRESIDENT CLIl'I'TON, 'VICE PRESIDEl'I'T GORE, . '. • 
SECRETARY CHRlSTOPHER, SECRETARY BEl'I'TSEN, SECRETARY, ,. 

BROWN, SECRETARY ESPY, AMBASSADOR KANTOR fuND MA..r.n'. 

OTHER Sl~NIOR MEMBERS OF THE'ADMINISTRATION HAVE BEEN, 

HEAVILY INVOLVED IN WORKING TO STRENGTHEN AMERlCAN 
.' 
,~ '­ TIES. 
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WHY, THEN, DO WE FIrm OURSELVES AT SUCH A CROSSROADS 

IN THE RELATIONSIDP? AND HOW CAN WE REALIZE THEIFULL 
, 

POTEl'<'TIAL OF TIDS'RELATIONSIDP WIDCH IS SO IMPORTANT 

TO BOTH OUR COUNfRIES? TO ANSWER THAT QUESTION, IT 

!'-lUST BE: SAID THAT BONDS BETWEEN CIDNA AA'D THE UNITED 

S'rATES ARE NOT BASED SOLELY ON COMMERCIAL 

CONSIDERATIONS. THERE ARE POLITICAL AND STRATEGIC 

INTERESTS AT STAKE, TOO. AND THAT IS WHY IT IS ESSENTIAL' 

FOR OtJRTlES TO BE GROUNDED ON A BROAD BASE OF 

A.1\1ERICAN SUPPORT. 

FOR FOUR YEARS AFTER 1989, THAT BROAD SuPPORT DID NOT-_ 

EXIST. THERE WERE DEEP DIVISIONS WITIDN CONGRESS AND 

THE AJltE:RICAN PUBLIC REGARDING U.S. POLICY TOWARDS 

CIDNA; 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 VlEWS AA'D, 

• 
LEADERSIDP OF THE PRESIDENT. BUT ALSO ON THE OPINION OF 

. ,'­.. . ~ 'S!GN1FICANT MAJORITIES IN BOTH HOUSES OF CONGRESS, 
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WIllCH HAD PRESSED FOR THE PREVIOUS FOUR YEARS TO LINK 


MFN FOR CIDNA TO PROGRESS D< HeMAN IUGHTS AND OTHER . 


AREAS. THE EXECUTIVE ORDER WAS DRAFTED IN CLOSE 

CONSULTATION WITH CONGRESS AND THE BUSINESS.· 

COMMUNITY. IT WAS DESIGNED TO BALANCE OUR HUJ\fAN 

IUGHTS OBJECTIVES WITH THE ARRAY OF OTHER GOAi,S AND 

INTERESTS IN OUR BROAD Ao'IID COMPLEX RELATIONSIDP WITH 

CIDNA•. 

" ,. .... .., """ ''', . 

ALLOW ME TO SAY A WORD ABOUT MFN. TIDS 


ADMINISTRATION, LIKE THE CIDNESE, AND LIKE MAo';" IN TIDS 
>.' ­

,ROOM AND IN TIDS COUNTRY, WOULD LIKE TO SEE REr,rEWAL 
, 

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

'-OFTEN AS POSSIBLE, THAT IN ORDER TO GRANT MFN, THERE 

MUST BE OVERALL SIGNIFICAiVr PROGRESS IN HUJ\fAN RIGHI'S 

.IN CIDNA. 
. , 

BY THAT WE DO NOT SEEK TO INFRINGE ON CroNA'S 
. --=.:.--­ .SOVEREIGNTY. WE RECOGi-.'lZE THAT THE U.S. AND CHINA DO 
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NOT HAVE THE SA.,\1E IDSTORY, CULTURE OR SYSTEM OF 

GOVERNMENT. NEVERTHELESS, AS'A MATTER OF DEEPLY-HELD-- --,,-< -,-"-"'-'~'- ...-.~.- .,--- ,.. .... -, .,-~ --,- .. -~.-~--~ ~ -'.--- ­... 

PRINCIPLE, WE ASK THAT CIDNA ABIDE BY HUMAN RIGHTS 
, 

STANDARDS THAT ARE UNIVERSALLY RECOGNIZED, IN 

ADDITION, WE STRONGLY BELIEVE THAT A SOCIETY THAT 

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 DlSCEIL"llBLE PROGRESS ON A .. 

NUMBER OF KEY HUMAN RIGHTS FRONTS, DESPITE THE 

ill>r'ORTUNATE ATMOSPHER~CS DURING SECRETARY! 

CHRISTOPHER'S VISIT TO BEUING, A NARROWING OF . 
. ' 

DIFFERENCES OCCURRED AND PROGRESS WAS MADE IN 
.... '''l" • -~,,' . 

CERTAIN AREAS. AND WE WELCOME FOREIGN MINISTER QIAN'S 

APRIL 6 POSITIVE STATEMEl\T ON THE UNIv'ERSAL .. 
.' . 

, DECLARATION OF HUMAN RIGHTS. 
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BUT THE FACT IS THAT MORE IS NEEDED TO MEET THE 
. , 

. CONDITIONS OF THE EXECUTIVE ORDER. AND WE ARE DEEPLY 

TROUBLED BY THE RECENT SERIES 9F DETENTIONS AND 

ARRESTS OF ClflNESE CITIZENS. SUCH ACTIONS CAST A CLOUD 

OVER OUR EFFORTS TO FURTHER COOPERATION BETWEEN OUR 

TWO COUNTRIES. 

, 

IT IS IMPORTANT WE SEE THAT PROGRESS SO THAT THOSE IN 


PR\VATE ENTERPRISE CAN CONTINUE TO BUILD BRIDGES AND 

, . , '. , .'" 

FORGE TIm Bor-IDS THAT CAN DEFINE AND ENHA!',CE OUR TIES 


IN THE DECADES AHEAD .... OUR.COMBINED.BUSlNESS SKILLS AND_ ...
. _. " -- . 

INDUSfRIOUSNESS CAN CREATE A POWERFUL ENGINE FOR 

ECONOi\flC GRmv,rH. AND THE POTENTIAL BENEFITS TO BOTH 
" . 

Ou'RCOUNTRIES IN IMPROVING TRADE RELATIONS WILL BE 


FELT NOT ONLY. IN COMMERCIAL TERMS AND ECONOMIC 

.' . . ' .. ,........, ......... "-. -", 


SECURITY, BUT MORE BROADLY IN A SECURE AND STABLE 

•
ASIM'l'-PACIFIC REGION .. 

. . -. .~ 

) 



, , ­. , 

.S 
.1 KNOW .THAT THE GOVERNMENf OF CIDNA UNDERSTANDS THE . 

, 
STAKES, AS DO WE. I STRONGLY HOPE THAT ENOUGH .' .. .. -....,.- -- ,,~--~ ~-----.- -. ­

PROGRESS WILL BE MADE ON THE HUMAN RIGHTS FRONT TO , . 
ALLOW BOTH COUNTRIES TO MOVE TO A MORE NORMAL 

TRADIl'lG FRAMEWORK AND THEN BEYOND-TO EXCEPTIONALLY· 
, . 

REWARDING LONG·TERM COMMERCIAL TIES AND TO A 


BROADER RELATIONSIDP WillCH RESTS ON A MUCH FIRMER 
. . 

FOOTING. 

WE HAVE A SHARED CHALLENGE-A COMl\lON GOAL. MY HOPE 
.' , ''''-~' .' > • 

IS THAT MADAME WU YI WILL RETURN FROM HER V'SIT TO 
. , .. ' .:... , 


AMERICA WITH A STRONG SENS~ OF THE.NEED FOR OUR TWO 

. . . 

GREAT COUl' ....rRIES TO RESOLVE THEIR DIFFERENCES, AND TO 

MOVE ON TO REALIZE THE PROMISE OF THE FUTURE. 

THA.t"IK YOU VERY MUCH. 
... . ,~ .. ; ':"' ... 

• 


