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INTRODUCTION o ) -

It is a real pleasure to address the Board of Dlrectors of
the Caribbean-Latin American Action (CLAA), a group that has
contributed substantially to the Carlbbean Ba51n.‘ :

I understand that just a few vears ago the CLAA was called

the CCAA -- Caribbean-Central American Aptlon ‘Your name change
represents the kind of transition that is occurrlng in this

hemisphere -- greater economic 1ntegratlon and an expansion of
- shared goals and ideals. ! 2

The United States sees this per1odias an hlstorlc
opportunity. The President has stated hlS de51re "to expand the
NAFTA" by reachlng agreements with other market orlented
countries in Latin America and the Carlbbean.. He recognizes that
the NAFTA can be a gateway to the rest ?f the hemlsphere

But, expandlng the NAFTA to other éountrles in Latin America
and the Carlbbean will take time. Countrles in the hemisphere
need to become ready for the complex undertaklng of negotiating
and implementing a comprehensive FTA.. They need to understand
better the NAFTA’s high standards and to ‘be prepared to accept
reciprocal market access requirements. |World’ Bank, Inter-
American Development Bank and other analyses have demonstrated
how important it is for the Caribbean Ba51n countries to
undertake a broad range of reforms to stlmulate the private
sector so that they can ready themselves for the beneflts and
obligations of trade expanSLOn. | :

|

Because this process will take time, we developed the
"Interim Trade Program" to respond to the concerns raised by
countries in the Caribbean Basin. Indeed we deliberately chose
this name, instead of the more commonly;known ‘phrase, "NAFTA :

arity." We want to convey the “idea that this new program is a
transitional arrangement between the current situation under the
CBI and some later date when we have worked out a fully .
reciprocal NAFTA-type arrangement - w1th§1nterested countries in
the Caribbean Basin. 4 .I
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Vice President Gore’s announcement of our Interim Trade
Program on May 24 in Honduras unveiled the results of a process
that began over nine months ago, when- Presldent Clinton met with
" leaders' from the Caribbean. The Pre51dent was impressed with the
points made by the Caribbean leaders - which were later
reinforced by Central American leaders: --' and asked Ambassador
Kantor to see what could be done. USTR submltted‘an interagency
report to the Pres1dent late last year. %Vb d
While the cdetails of that report are not 1mportant the b P%‘
outcome is. We now have_a spe before the Congress f»\ W™
which would allow the President to implement the Interim Trade Yﬁx$ﬂ
Program. The Trade Subcommittee of the House Ways and Means
Committee completed a "walk-through" of the b111 on May 26.

The 1mportdnce the Administration attaches to securlng
Congressional approval of the Interim Trade Program is shown by
the personal interest of both the Pres1dent and Vlce President. -

But their commitment alone will notlbe enough. We hope that
as more people understand the Interim Trade Program that they too
will embrace it. That is my mission here today

EXPLANATION OF THE PROGRAM . ?
Summary | f I
. ' ’:I
Because it is a new program, I recoénlze that there may be
~some confusion. USTR tried to summarlzeithe key ielements in a
two-page document, which I believe all of you have seen. Let me
try to explain some of the thinking behlnd the concepts.

Benefits
|

Of the $10 billions of products thefCarlbbean Basin nations
exported to us in 1993, there were only two significant
categories of exclu51on under the CBI ——ltextlles/apparel whlch
accounted for about $4 billion in 1mports, and petroleum, which
represented under $1 billion.

A

Petroleum enters essentially duty- free .The ad valorem

duty is about a half of one percent. i P

This makes textiles/apparel overwhelmlngly the most -
important product exclusion. Bringing th1s area; under the CBI
would mean that ‘countries in the Caribbean Ba51n would have

essentially unilateral NAFTA "parity" —-llndeed better market
access than Mexico has in, for example, many of the agricultural
products -- without the obllgatlons, such as reciprocal market
access. : i '

| o
R

The textlle/apparel package we arelpropos1ng would prov1de
treatment substantlally equlvalent to NAFTA for products
originating in the Caribbean Basin and for products assembled

a
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from U.S. formed and cut fabric. This program will benefit not
only Caribbean Basin participants in terms of better access to
U.S. markets, but will also benefit U. S.(manufacturers -0f apparel
who have substantial 1nvestments in the reglon.

rough estimate, the Interim Trade Program would cover nearly $3
billion of the $4 billion of CBI textlle/apparel products
exported to the U.S. market. tredd-rore bAls
& wuw»m«ﬁ@&ﬂﬁ@&ﬁ%&ﬁWWTﬁ~ﬂ“f“%«w Also, as this trade expands
- whlch it has by over 20 percent a year since 1986 -- the value|
of this program will grow. o - R

l V
[

We believe the benefits are very generous."By our very mi

Conditions

.
t

We recognize that the benefits prov1ded to. the Carlbbean
Basin are, to a large extent, shared by U S. firms. Most of the

input for the apparel shlpped to the Unlted States from the CBI

nations comes from U.S. companies. On thls basms, we could have
simply tried to convince Congress to pass a "CBI III" with these
new benefits and no new conditions. |

But, we were very conscious that our relatlonshlp with the
CBI natlons was in transition, that changes have been taking
place which we believe the new program should embrace. Most
countries in Latin America and the Carlbbean say they are ready
for a_new, more_ggQlgxggal+_trad&ﬁg-£elat;onsh1p with the United
States. They understand that the days of "spec1al and

differential treatment" are numbered. As Ambassador Mickey

‘Kantor likes to say, "trade is a two~way street."

i !

The "Gibbons bill" of last year -- whlch I understand the
Caribbean Basin enthusiastically endorsed -- included this
concept of reciprocity. NAFTA benefits would be 'provided up
front. Within three years, the United States and a CBI nation
would have to conclude an FTA; if not, the tradlng status reverts
back solely to CBI benefits.

Our Interim Trade Program incorporates three key concepts
from the Gibbons bill. First, countrles!would need to undertake

‘commitments to come up to the standards 1n U.s. prototype

agreements in certain areas -- namely 1nvestment ‘and intellectual
property rights (IPR) =-- which I will explaln in a minute.
Second, conditions would be completed w1th1n a sp901f1ed period
of tlme -- about three and a half years, |which is similar to

- Congressman Gibbon’s proposal. Third, countrles would prov1de

some additional market access for U.S. products -- but only in

. the textile/apparel area -- not fully re01procal market access -as

in the NAFTA. I would note, however, that "equitable and
reasonable" market access is an’ ex1st1ng CBI1 crlterlon which we
expect beneficiaries to live up to.
I‘ .
An additional commitment we are expeotlng, whlch was not in
the Gibbons b111 is for an Interim Trade Program beneficiary to
|l
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Investment and LPR

- First Stage

become a member of the WTO. We believe J commltment to the
multilateral trading system should be expected of countries that
want to strengthen their trading relatlonshlp w1th us. Also, -
this condition should not be a- problem for CBI countrles because
almost all CBI nations are- already in the GATT or are in the
process of jOanng ;

) .
t .»{

Market Access - ; SR p

. o
The market access commitments would be negoﬂiated between

the United States and an interested country. ' The products

subject to negotlatlon would be in the textlle/app rea. CBI

‘beneficiaries would expand market access jon an MF b ig. 1In

addition, CBI countries would be expected to agree to anti-

circumvention provisions. ] E

|
In the areas of investment and IPR, we have ‘adopted a three-
stage approach. .Within one year after entry into force, we
expect a country that has agreed in advance to participate in the
program to take certain specific steps tcward ach1ev1ng the '

-~ standards included in our prototype bllateral investment treaty

(BIT) and our prototype IPR agreement. We also belleve

.outstanding issues pertaining to the GSP\and CBI crlterla,

including expropriation, should be essent“elly“re§EIVed After
twéyears; 4 councry should have concluded agreements covering
the standards in our prototype agreements; these agreements
should be implemented within 18 months.

*Outstanding Issues*

N }
| o
‘Let me first clarify what we are seeking inﬁterms of
outstanding issues on Special 301, CBI and GSP. 'We want to
signal that it would be very dlfflcult for the Unlted States to
provide additional benefits when issues related to existing

conditions in U.S. law have not been resolved "In other words,

we want a commitment that we would have a "clean.slate" within
-~'~——._—-——-——/
one year before mov1ng forward.

!

Now, this does not necessarily mean|a complete and final
settlement of all cases. For example, total resolution of an
investment dispute might call for payments over several years.

‘We would not have to wait for final payment before this issue is

considered to have been "“successfully negotlated‘"
m
Also, we are not seeking new petitions. If new disputes
come to our attention, each would be examined by the relevant
interagency committee to determine whether it should be accepted.
Only if it is:a valid complaint WOuld the petition be the basis
for further action. .
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*Investment Conditions* | o
| o

Regardlng the investment commltments, I think the first
stage is pretty clear. Countries are expected to commit to
international law standards for exproprlatlon -- -such as‘prompt
adequate and efiectlve compéﬁEEfiBﬁ if an 1nvestment is , é%p
exproprlated -~ and -bindi, uwb;ggatlon.‘ Both of these i
provisions, as well as addltlonal examples of our international
law standards, are reflected in our BIT. -y

*Intellectual Property Rights¥* ;
l
, The IPR commitments are a llttle more complex. Let me try
to explain. Eo

In the Uruguay Round "TRIPs" text -+ which stands for Trade
Related Aspects of Intellectual Property|-- developed and
"developing countries are given different deadlines by which to
fully implement the agreement. Developed countries must fully
implement the agreement within one year of the date on which the
WIO enters into force, which is tentatlvely scheduled for January
1, 1995. As a result, all developed countrles would have until
January 1, 1996, to meet their TRIPs obngatlons.

Developing countries have more time!to fulfill their
obligations. TRIPs contains a general requirement that
developing countries implement their obligations within five
years of the date on which the WTO comesllnto effect -- i.e., by
January 1, 2000 according to the schedu%ed entry of the WTO.

TRIPs also allows developlng countrles an addltlonal five
- years, or ten years total, to implement the product patent
protection requirement found in TRIPs. 1In other words,
developing countries do not have to provide product patent
protection -- including patent protectlon for pharmaceutlcals and
agricultural chemicals -- until January 1 2005.
3 { '

‘ our Interlm Trade Program would rethre beneflclary
countries to_forego the developing countrv "transition periods"
and implement TRIPst3;fE%E,EéEéeﬁQhedulg_asﬁdgyelgpggnggggtr1es.
This would mean tha e WI'0 and the Interlm Trade Program
were to enter into effect at the same time -- January 1, 1995 --
participating CBI countries would be on. the sanme’ schedule as
developed countrles - 1mplement1ng TRIPS by January 1, 199s6.

Neither of the developing country "%ran81tlon periods" is
permitted in our bilateral IPR agreementx which sets higher
standards than the TRIPs text. Also, the TRIPs text does not
protect encrypted program-carrying satelllte signals or provide
full national treatment with regard to the protection and
enforcement of all intellectual property rlghts -- both of which
are included in our first-stage commitments. It is in this sense
that we see our first-stage conditions gg_gg;ng_a~§§gp)toward
achieving the st5333?3§'Tﬁ"6ﬁf“§?3€3€§pe IPR aqneement.

I

I
|
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Second. Stage

The second stage is the negotiati 4uLeurjiﬁL§g§gement ahd

a BIT within two-years after ‘entry into force of the Interim

Trade Program. If a country wishes, it may skipithe first stage
and proceed directly to negotiation of’ these agreements.

. _ : o o
Third Stage’ . v _ i ,N

<E§§ The third stage is to implement thelBIT and‘IPR agreement

wlthlg=égam22§hs after the agreements are negotiated. A country
that decides to conclude these agreements within, say, one year,

would be expected to implement them 18 months later.
Effectlve'Date' : ,” . f : EEh

(! The interim trade program would not take effect for the
interested beneficiary nation until: ‘ Do ‘ '
s . ' | N
(1) the U.S. Congress passed the necessary implementing
leglslatlon, .

(2) the United States and the 1nterested CBI beneflclary nation
reached an agreement on steps for 1mplement1ng the program;

(3) and the P1e51dent 1ssued the proclamatlon de51gnat1ng the
country as an "1nter1m trade program" benef1c1ary country.

_ Slnce the Interlm Trade Program only take effect for a
- particular country after the U.S. Pre51dent hasissued the

proclamation providing trade benefits, the! tlmlng of a CBI
country’s obligations is somewhat up to 'that country If a CBI
beneficiary wants to wait, say three years, before receiving
benefits, that country would have the same phase—ln periods from
that later date —-- one year after that date to complete the first
stage, two years tc complete the secondl and 18 months to
implement the negotiated agreements. ; Co

We understand fully that countries]can delay their
participation in the Interim Trade Program and, :therefore,
postpone the dates for fulfllllng the 1nvestment and IPR

- conditions. However, the longer ‘countries wait, the more

- competitive their neighbors which are partlclpatlng in the
program become. This means the nonparticipants have to worry not
only about investment being diverted tolMex1co but about
investment flow1ng to other CBI natlons. ‘ ‘

But, let me stress that a country's de0151on about whether
and when to participate in this Interim Trade Program is up to
that country. Current CBI benefits would be malntalned for
countries choosing not to participate. ' : ﬂ

Other Commitments ' -




Labor ;. - .  '

The need to pursue 1nternat10nally recognlzed labor
standards is enshrined in the criteria for the .CBI. We simply
want beneficiaries to understand that the current CBI worker
rights criteria apply to the Interim Tra@e Program.

- {

Environment [

CBI beneficiaries would agree to work toward implementing
their trade and investment policies based on the[prlnc1ple of
susggiggg;g_ggggigggent We see this commltment ‘as being part of
the CBI nations’ current eligibility crlterla to'"contribute to
the revitalization of the region" and nto promote [their] own
economic development." -

RATIONALE | i | ]

We believe the Interlm ‘Trade Program is a con51stent package
of measures designed to achieve mutually acceptable and
beneficial objectives. Countries in the|Caribbean Basin
expressed their concern about investment flight.. The measures in’

the Interim Trade Program -- market access for textiles/apparel,
joining the WTO, investment and intellectual property rights
conditions, commitments on labor and the]env1ronment -- all

enhance the CBI nations’ ability to attract 1nvestment and to
compete on the world market. N
! o .

We also believe these measures will) help prepare countries
in the Caribbean Basin for the eventual expansion of the NAFTA.
These steps are part of the "bulldlng block" approach to
improving standards in the region.

Thank you.
y




SUMMARY OF

AN INTERIM TRADE PROGRAM
FOR THE CARIBBEAN BASIN =

INTRODUCTION o
The "interim trade program" is based on é studyoﬁSTR Kantor sent
to the President. , h;ﬁ
o) The CBI has provided beneficiary countries (currently 24)
unilateral duty-free access to the U.S. market for all
exports, except textiles/apparel, petroleum, footwear, some
leather qoods, and several other minor products.
s
o The NAFTA w1ll on balance, have a p051t1ve 1mpact on the
Caribbean | 3a51n, offering countries | in the reglon the
opportunity to expand exports to markets that will grow as a
result of the NAFTA's effect. | :
|

0 The CBI nations are most concerned Wlth 1nvestment belng
diverted to Mexico as a result of the NAFTA.

The interim trade program would establlsh mutually benef1c1al
neasures to be taken by the Unlted States and the CBI countrles.

SECTIONS QF THE INTERIM TRADE PROGRAM

Textiles/Apparel

A, NAFTA-like tariff and quota treatment wouldsapply to imports
into the United States from CBI beneflclarles for articles
which meet NAFTA-like rules of origin; '

B. textile and apparel artlcles assembled in CBI beneficiary
countries from fabrics wholly formed and cut in the United
States would receive NAFTA-equlvalent treatment into the
United States; ] Lo

’ * » M ; : N . .
C. goods identified by the United States as Caribbean handmade
or folklore articles would receive'eutwaree treatment;
D. CBI beneficiaries would expand market access on an MFN basis
on specific’ textlle/apparel products and would agree to the.

'

U.S. formulation on antl*c1rcumvent10n. Co
}Investment/Intellectual ?réperty f

A, To begin benefitting from the program, interested CBI
countries would agree in writing to prov1de within one year:

1. 1nternatlonal law standards f04 expropnlatlon and
access to binding 1nternatlonal arbltratlon to enforce
those standards; | \ W'

|
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2. TRIPS provisions without subscribing to' the

transition periods allowed for developlnq countrles,-
protection of encrypted program-carrying satelllte signals,
and full national treatment with regard to the protection
and enforcement of all 1ntellectual|property rlqhts; and

3. successful negotiation of all Spec1al 301 petitions
and issues pertaining to the GSP and CBI crﬂterla that
had been submitted or existed prlorito entry into force.

B. Within two years after the program’ s entry 1nto force, the

CBI beneficiaries would have concluded the follow1nq in
order to continue this program: .

1. a bllateral investment treaty, based on the u.s.
model, to be 1mplemented within elghteen months,
I
2. an IPR agreement based on the u:s. model to be
implemented within eighteen months.{ C
Environment

i

CBI beneficiaries would agree to work toward implementing their
trade and investment policies based on the principle of
sustainable development. u

!
Labor } 5{
The need to pursue internationally recoqnlzed labor standards is
enshrined in the criteria for the CBI and would apply to benefits
of the textile/apparel in this interim trade program. V
GATT ' ‘ ' ,‘ﬂ
CBI countries would be expected to become a member in good
standing of the GATT and the World Trade|Organization.

Effective Date

!

This interim trade program would take effect after:

A. the U.S. Congress passed the necessary implementing
- legislation to authorize the President to proclalm the
elimination of tariffs on the textlle/apparel products
subject to. this interim program;

B. the United States and the 1nterested CBI behef1c1ary nation
reached an agreement on: steps for 1mplement1ng all of the
sections ¢f this arrangement;

‘
H

c. the President issued the proclamation.
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INTRODUCTION ' '

It is a re=al pleasure to address this, the Twelfth Meeting
- of the Caribbean Group for Cooperation 1n Economic Development
My visit with you today is particularly well-timed in light of
Vice President Gore’s recent announcement of the Administration’s
proposed Interim Trade Program for the Carlbbean Basin.

Under President Clinton’s leadershlp the Unlted States has
experlenced the most important year in trade in our history.
After an intense fight, the President forged a blpartlsan
coalition to pass the North American Free Trade, Agreement. We
established a new framework for negotlatlons with the Japanese.
We hosted a conference of the Asia Pacﬁflc nations to facilitate
trade in that region, the fastest growﬂng economic area on earth.
And, of course, the grand slam was concludlng the Uruguay Round
'agreement. Aiter seven years of grldlock weé were able to
conclude an agreement that will create hundreds of thousands of -
jobs here in the United States and foster qlobal economic growth.

E

Focussing on this hemisphere, reglonal 1ntegrat10n is moving
forward on all fronts. The United States sees the transition
that is occurring in this hemisphere -+ greater economic
integration and an expansion of sharedigoals and ideals -- as a
period of historic opportunity. The doors that are being
unlocked or are about to be unlocked as a result of both regional
and global trade expansion can only beneflt the Caribbean
- countries in achleVlnq your. developmenf goals.

The President has stated his de51re "to expand the NAFTA" by
reaching agreements with other market-orlented countries in Latin
“America and the Caribbean. He recognlzes that the NAFTA can be a
gateway to the rest of the hemlsphere

But, expandlng the NAFTA to othe; countrles in Latin America
and the Carlbbean will take time. Countries in the hemisphere
need to become ready for the complex undertaking of negotiating
and implementing a comprehensive FTA.; They need to understand

|
|
ig
!
|
|
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better the NAFTA’s high standards and to be prepared to accept
reciprocal market access requirements. world Bank, Inter-
American Development Bank and other analyses have demonstrated ~
how important it is for the Caribbean countrles to undertake a
broad range of reforms to stimulate the prlvate sector so that
they can ready themselves for the beneflts and obligations of
trade expansion. V _ i
. i

Because this process will take tlme{ we developed the
"Interim Trade Program" to respond to the concerns raised by
countries in the Caribbean Basin. Indeed, we deliberately chose

. this name, instead of the more commonly known phrase, "NAFTA
parity." We want to convey the idea that this new program is a

transitional arrangement between the current situation under the
CBI and some later date when we have worked out a fully
reciprocal NAFTA-type arrangement with 1nterested countries in
the. Caribbean Basin. , I ;
I . l l
Vice President Gore’s announcement of our Interlm Trade
Program on May 24 in Honduras unveiled the results of a process
that began over nine months ago, when Pre51dent ‘Clinton met with
leaders from the Caribbean. The Pre51dent was- impressed with the

~ points made by the Caribbean leaders -- which were later

reinforced by Central American leaders -~ and asked Ambassador
Kantor to see what could be done. USTR submltted an 1nteragency
report to the President late last year.

While the details of that report aré not 1mportant the
outcome is. We now have a specific bill before the Congress

‘'which would allow the President to 1mplement the Interim Trade

Program. The Trade Subcommittee of the House Ways and Means
Committee completed a "walk-through" of the billion May 26.

The 1mportance the Admlnlstratlon attaches to securlng
Congressional approval of the Interim Trade Program is shown by
the personal interest of both the Pre51%ent and Vice Pres1dent

But thelr commitment alone will not be enough. We hope that
as more people understand the Interim Trade Program that they too
will embrace it. That is my mission hene today

EXPLANATION OF THE PROGRAM - ’ ,i
P

Summary : ) ' | “f

Because il is a new program, I recdgnlze that there may be
some confusion. USTR tried to summarize the key elements in a
two-page document, which I believe all of you have seen. Let me
try to explain'some of the thinking behﬁndthe concepts.
| ]

Benefits ‘ T

- Of the $10 billions of products the Carlbbean Basin nations
exported to us in 1993, there were onlyltwo significant



exported to the U.S. market.

. new benefits and no new conditions. i N

; ¥
categories of exclusion under the CBI ——ltextlles/apparel which
accounted for about $4 billion in 1mports, and petroleum, which
represented under $1 billion. r
. N .
Petroleum enters essentially duty—free. 'Thekad valorem
duty is about a half -of one percent. ¥

This makes textlles/apparel overwhelmlngly the most
important product exclusion. Bringing thls area: 'under the CBI
would mean that countries in the Caribbean Basin' would have
essentially unilateral NAFTA "parity" -- indeed, better market
access than Mexico has in, for example, many of the agricultural
products -~ without the obligations, such as rec1procal market
access.

' The textile/apparel package we are propos1ng would provide
treatment substantlally equivalent to NAFTA for products
originating in the Caribbean Basin and for .products assembled
from U.S. formed and cut fabric. This program will benefit not
only Caribbean Basin participants in terms of better access to
U.S. markets, but will also benefit U. 5. manufacturers of apparel
who have substantlal investments in the reglon.r:

We belleve the benefits are very generous.- By our very
rough estimate, the Interim Trade Program would cover nearly $3 .
billion of the $4 billion of CBI textlle/apparel products

e wm~~woeghmpaee®@ewath“ﬁexeee. Also, as thlsftrade expands
- Wthh it has by over 20 percent a year 51nce 1986 -- the value
of this program will grow. . ‘ ! »

S
i i
Conditions ‘ ‘ J {

We recogn:ze that the benefits prowlded to- the Caribbean
Basin are, to a large extent, shared by [U.S. firms. Most of the:
input for the apparel shlpped to the United States from the CBI
nations comes from U.S. companies. On thls basis, we could have
s1mply tried to convince Congress to pass a "CBI III" with these

i

But, ‘we were very conscious that odr relatronshlp with the
CBI natlons was in transition, that changes have been taking
place which we believe the new program should embrace. Most
countries in Latin America and the Carlbbean say they are ready
for a new, more reciprocal, trading relatlonshlp with the United
States. They understand that the days of "special and
differential treatment" are numbered. As Ambassador Mlckey

- Kantor likes to say, "trade ‘is a two-way street'“

The "Gibbons bill" of last year - whlch I understand the
Caribbean Basin enthusiastically endorsed —- included this
concept of reciprocity. NAFTA benefits! would be provided up
front. Within three years, the United States and a CBI nation
would have to conclude an FTA; if not, the trading status reverts

| I
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back solely to CBI benefits.

Our Interim Trade Program 1ncorporates three key concepts
from the Gibbons bill. First, countrlee would need to undertake
commitments to come up to the standards [in U.S. prototype
agreements in certain areas -- namely 1nvestment and intellectual
property rights (IPR) -- which I will explaln in a minute.
Second, conditions would be completed w1th1n a spec1f1ed period
of tlme -- about three and a half years, which 1s similar to
Congressman Gibbon’s proposal. Third, countrles would prov1de
‘'some additional market access for U.S. products -- but only in
the textile/apparel area -- not fully rec1procal market access as
in the NAFTA. I would note, however, that "equltable and
reasonable" market access is an existing CBI crlterlon whlch we
expect beneficiaries to 11ve up to. i S
] X .
An addltlonal commitment we are expectlng, ‘which was not in

- _.the Gibbons bill, is for an Interim Trade Program beneficiary to

become a member of the WT0. We believe|a commitment to the
multilateral trading system should be expected of countries that
want to strengthen their trading relationship with us. Also,
this condition should not be a problem for CBI countrles because -
almost all CBI nations are already in the GATT or are in the
process of joining. , , é : i :

‘Market Access T‘ f”

The market access commitments would be negotlated between
the United States and an interested country. The products
subject to negotlatlon would be in the textlle/apparel area. CBI
beneficiaries would expand market access on an MFN basis. In
addition, CBI countries would be expected to agree to anti-’
.circumvention provisions. :

|

Investment and IPR | .
. | Lo il B

- In the areas of investment and. IPﬁ we have adopted a three-
stage approach. Within one year after |entry. into force, we
expect a country that has agreed in advance to participate in the
program to take certain specific steps¥toward achieving the
standards included in our prototype bilateral investment treaty
(BIT) and our prototype IPR. agreement.f We also believe
outstanding issues pertaining to the GSP and CBI criteria,
- including expropriation, should be essentlally resolved. After
two years, a country should have concluded agreements covering
-the standards in our prototype agreements, these agreements
should be 1mplemented w1th1n 18 months.

First Stage o ]

BN

*Outstanding Issues* | ﬂ
s

Let me first clarify what we are éeeking‘in'terms of
outstanding issues on Special 301, CBI'and GSP. We want to

!.i‘
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signal that it would be very dlfflcult for the Unlted States to
provide additional benefits when issues related to existing

conditions in U.S. law have not been resolved. In other words,
we want a commitment that we would have d "cleanlslate" within

one year before moving forward.

Now, this does not necessarlly mean |a complete and final
settlement of all cases. For exanmple, total resolution of an
investment dispute might call for payments over several years.
We would not have to wait for final payment before this issue is
considered to have been "successfully negotlated R

Also, we are not seeking new petltlons; If new disputes
come to our attention, each would be examined by the relevant
interagency committee to determine whether it should be accepted.
Only if it is a valid complaint would the petltlon be the ba51s

for further action.

*Investmeni: Conditions»* ’

Regarding the investment commitments, I think the first
stage is pretty clear. Countries are expected to commit to
international law standards for exprcprlatlon --.such as prompt,
adequate and effective compensation if an investment is
exproprlated ~-- and binding arbltratlon.l Both of these
provisions, as well as additional examples of our international

law standards, are reflected in our BIT.§

|
*IntelleCtual Property Rights* ;
|‘ N
The IPR commitments are a llttle more complex. Let me try
to explain. A L

In the Uruguay Round "TRIPs" text -% which stands for Trade
Related Aspects of Intellectual Property|-- developed and

'developing countries are given different deadlines by which to

fully implement the agreement. Developed countries must fully
implement the agreement within one year of the date on which the
WTO enters into force, which is tentatively scheduled for January
1, 1995. As a result, all developed countries. would have until
January 1, 1996, to meet their TRIPs obllqatlons

Developlng countries have more tlme to fulfill their
obligations. TRIPs contains a general requirement that
developing countries implement their obligations within five
years of the date on which the WTO comes; into effect -- i.e., by
January 1, 2000, according to the scheduled entry of the WTO.

TRIPs also allows developing countrles an add1t10na1 five
years, or ten years total, to implement the product patent

protection requirement fcund in TRIPs. In other words,

developing countrles do not have to prov1de product patent
protection -- including patent protectlon for pharmaceuticals and
agrlcultural chemicals -- until January 1 2005.

o .
| .



Our Interim Trade Program would requlre benef1c1ary
countries to forego the developing country "transition periods"
and implement TRIPs on the same schedule as developed countries.
This would mean that if the WTO and the Interlm Trade Program

were to enter into effect at the same tlme - January 1, 1995 --
participating CBI countries would be on the same: schedule as
developed countrles -- implementing TRIPs by January 1, 1996.

Neither of the developlng country "tran51tlon periods" is
permitted in our bilateral IPR agreement' which sets higher
standards than the TRIPs text.- Also, the TRIPs text does not’

- protect encrypted program-carrying satellite signals or prov1de
full national treatment with regard to the protectlon and
enforcement of all intellectual property rights -- both of which
are included in our first-stage commitments. It is in this sense
that we see our flrst-stage conditions as being a step toward
achieving the standards in our prototype, IPR agreement.

» B ,
Second Stage ' “ . @

The second stage is the negotlatlon of an IPR agreement and
a BIT within two years after entry into force of ithe Interim
Trade Program.” If a country wishes, it may skip'the first stage
and proceed directly to negotiation of these agreements.

Third Stage - B f ' fﬂ
i
The thlrd stage is to implement: the;BIT and. IPR agreement
within 18 months after the agreements are negotiated. A country
that decides to conclude these agreements within, say, one year,

would be expected to 1mplement them 18 months later.

Do
Wi

Effective Date ‘ ‘ §'~ - m

The interim trade program would not take effect for the
interested beneficiary nation until: .

(1) the U.S. Congress passed the necessary 1mplement1ng
legislation; 1 :
|
(2) the United States and the 1nterested CBI beneflclary nation
reached an agreement on steps for 1mplement1ng the program,

I
(3) and the Pres1dent issued the proclamation de31gnat1ng the
country as an ”1nter1m trade- program" beneflclary country.

Since the Interlm Trade Program onLy take effect for a
particular country after the U.S. President has issued the
proclamation providing trade benefits, the timing of a CBI
country’s obligations is somewhat up to ithat country. If a CBI
beneficiary wants to wait, say three years, before receiving
benefits, that country would have the same phase-ln periods from
-that later date -- one year after that date to’ complete the first
stage, two years to complete the second and 18: months to

i
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implement the negotiated agreements. 5 P

We understand fully that countries can delay their
participation in the Interim Trade Program and, therefore,
postpone the dates for fulfilling the 1nvestment 'and IPR
conditions. However, the longer countrles wait, the more
competitive their neighbors which are partlclpatlng in the
program become. This means the nonpart1c1pants have to worry not
‘only about investment being diverted to Mex1co but about

investment flowing to other CBI natlons i f It

But let me stress that a country’s| dec151on about whether
and when to participate in this Interim Trade Program is up to
that country. <Current CBI benefits would be malntalned for
countries choosing not to parthlpate. o

Other Commitments |
Labor

The need to pursue 1nternatlonally recognlzed labor
standards is enshrined in the criteria for the CBI. We. 51mply
want beneficiaries to understand that the current CBI worker

rights criteria apply to the Interim Trade Program.
A | o

Environment

: a o : A

CBI beneficiaries would agree to work toward implementing
their trade and investment policies based on the principle of
sustainable development. We see this commitment as being part of
the CBI nations’ current eligibility crlterla to "contribute to
the revitalization of the region" and "to promote [their] own
economic development " ‘ f .

. ‘, ' g!
RATIONALE . i' Ea
- « ol

We believe the Interim Trade Program is a consistent package
of measures designed to achieve mutually acceptable and
beneficial objectives. Countries in the Caribbean Basin
expressed their concern about 1nvestment flight. The measures in
'~ the Interim Trade Program -- market access for textiles/apparel,
joining the WT0O, investment and intellectual property rights
conditions, commitments on labor and the environment -- all
enhance the CBI nations’ ablllty to attract 1nvestment and to
conmpete on the world market. - i .

We also believe these measures will help prepare countries
in the Caribbean Basin for the eventual lexpansion of the NAFTA.
These steps are part of the "bu1ld1ng bﬂock" approach to .
1mprov1ng standards in the reglon. ;
Thank you. . v 1 .

i
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STATEMENT OF | |
DEPUTY U.S. TRADE REPRESENTATIVE CHARLENE BARSHEFSKY
BEFORE THE HOUSE FOREIGN AFFAIRS COMMITTEE
ROUNDTABLE DISCUSSION ON* EAST ASIA
JUNE 15,1994 =
Trade is central to President Clinton’s vision of our future!in the WOI‘Id for, in the |
President’s words, "Cpen and competitive commerce will Je:nnch us as a nation.” He has
stated clearly, and continues to believe, that economic secunty is kcy to our collective
secunty

In view. of the Roundtable’s topic, I have focussed my statement on our policies in the East
Asian region. Of course, we cannot ignore the critical importance of ensuring access for our
exports to two of the region’s most important markets, Japan and China.
It is important to make clear, however, that the Clinton Admlmstratlon s trade pohcy toward
the region is not a Japan or China trade policy. The reg1on is far too economically diverse
and culturally rich to permit such a simplistic approach. The other countries of Asia are
economically significant. For example, ASEAN collectively-is our fourth largest trading
partner, and we export 40 percent more to the rest of A31a than we do to Japan and China
combined. ! :
East Asia, hke the United States, has an enormous stake i 1n an open, trade and investment
system. Continued growth in the economies of East Asm depends now, as it has in the past,
~on access to overseas markets. The share of the world’s imanufactured goods exports from
Singapore, Hong Kong, Taiwan, South Korea, Indonesia, Malaysia, and Thailand jumped by
nearly two-thirds between 1980 and 1990. During the same penod the figure for all
developing countries rose by only one percentage point. ] ‘ ‘

!
Ever since President Clinton took office, he has taken actlon in support of hlS goal of
expanding open trade and investment. Just as the Chnton Administration has pursued
expanded trade opportunities globally by successfully concludmg the Uruguay Round
negotiations, we have not hesitated to pursue higher disciplines on a reciprocal basis with
individual trading partners. The North American Free 'Irade Agreement is evidence of that
commitment. 3 ’ Lo
We are actively pursumg bilateral market—openmg 1mt1at1ves w1th vm:uaﬂy every trading
partner in the region. From Japan and China to Smgapore and Australia, our agenda ranges
from services to standards to tariffs to intellectual property rights.  Our efforts to obtain fair
treatment and market access for U.S. goods and services in md1v1dua1 countries is a
cornerstone of our trade expansion efforts. !f o
Under President Clinton, we also are actlvely pursumg ‘a supplemental set of initiatives that
recognize the vital importance of U.S. regional economic interests and aim at putting in place

a structure to expand trade and investment ties on a reg’ional basis.
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- A significant and innovative program was initiated in the reglon in November 1993, when

the United States and ASEAN -- collectively among the most dynamic and forward-looking
economies in East Asia -- agreed to pursue the Alliance for Mutual Growth (AMG).
The AMG is a set of specific programs that merge policy, 'commer,cial objectives, and
financing opportunities. The goal is to foster economic grt‘OWt;h and create jobs. Under the
AMG, the United States and ASEAN will cooperate on trade-related programs in six areas,
aiming at results within a year. The six areas are: small and medium-sized enterprises,
infrastructure, technology cooperation, human resources, standards, and trade promotion.
While working cooperatively on AMG programs, we will ]accomphsh many of the trade
policy objectives of the United States. - Most nnportant we will mcyease the volume of trade
by reducing the many frictions and barriers standing in 1ts way ' .

} ; )
In an even broader regional initiative, we are working w1th the 17 members of the Asia-
Pacific Economic Cooperation process (APEC). U.S. exports to every APEC economy grew
by at least 50 percent in the five years from 1987 to 1992 In 1992, our trans-Pacific trade
exceeded our trans-Atlantic trade by 50 percent and U.S. 1exports within APEC now account
for almost 60 percent of U.S. merchandise exports. | -
J

We see APEC as a cornerstone of our shared commltment to expand trade and investment
throughout this region, and APEC has an ambitious workl program. - Practical programs, such
as those in the areas of customs procedures and techmcal standards, wﬂl reduce transaction
costs for businesses in the region. Cooperative pregrams in human resource development
and those on behalf of small and medium busmess enterpnses raise the quallty of human

capital in the region. J S

. APEC activities bring together officials from the region m ways that stlmulate collective

problem solving and create new communications channels. The most stunning example was
the first APEC Leaders Meeting, hosted by President Clinton in Seattle last year. At this

‘unprecedented get-together leaders exchanged ideas on the1r vision§ for the region in a.

relaxed, informal setting -- representing, as they put it, "the emergence of a new voice for
the Asia Pacific in world affairs." ;

The process of Asia-Pacific cooperation has accelerated smce last November Substantive
meetings have taken place at various levels and on various topics: standards, investment,
and customs officials; Finance, Environment, Trade, and Foreign. Ministers; and
academicians and business people. Each has met under APEC auspices and all are forging

‘the links that will accelerate the flow of goods, servicesf, people, and ideas in the region.

Our trade policy toward East Asia is a pragmatlc market—onented pohcy aimed at expanding
epportumtles for U.S. exporters and creating economic 4growth for, the benefit of all countnes
in the region. The Clinton Administration’s regional and bllateral mmauves are

complementary means of achieving these objectives.
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Asia has been and will continue to dommate the trade agenda
for the next few months. - Japan obv1ously has the attention
not only of the public but of the world. China will be the
next area of focus when the Adm1mstrat10n reviews MFN
status. But, I would like to emphasize that there is another
Asia besides Japan and China. ASEAN ‘collectively, is our
fourth largest trading partner. We export almost 40 percent

more to the rest of East Asia than to Japan and China. To be | |

sure, the sheer sizes of the giants demand our attention, but
the other countries of East Asia, while individually smaller,
collectively provide a dynamic market for U.S. exports.

-Japan

eather |o | ibes\the U.SxJapdn
aIsewor ' 5’ ce.

)‘M‘mﬂwguesﬁl—me Wegs\?ci every opportumty leadmg up
to the Chnton—Hosokawa meetings to engage senior Japanese

)
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political leaders in an effort to find a mutually agreeable
approach. Early on, we recognized that the bureaucracy
would resist any changes. For that reason, Secretary Bentsen
~visited Tokyo on January 23 to convey! the message that
cosmetic agreements that yielded no real chang% in the
Japanese marketplace would not be acceptable Ambassador
Kantor visited Tokyo to reiterate that message: to the Prime
Minister, members of his cabinet and other semor officials.

. [ t
Despite these efforts and all night negotlatrons pr10r to the
meeting, the Japanese refused to accept the key Framework
principles: tangible results and quantitative and qualitative
criteria to evaluate those results. In short, the President felt it
was better to have reached no agreement than an empty
agreement. We are now assessing the V1ab111ty of the
Framework as the primary means of addressmg Japan’s
economic imbalances with the rest of the world and examlmng
optlons for dealing with those 1mba1ances B

i
b

The cellular telephone case is a clear example of the problem
that exporters face in penetrating the Japanese market and a
clear example of the frustration over how to resolve issues.
For ten years, we have negotiated a series of commitments to
open the Japanese market, of which the 1989 agreement was
the most recent example. The J apanese government promised
U.S. industry "comparable access” o the Japanese cellular |
telephone market. Yet they con31stently supported actions
which impeded such access. The market access barriers
erected against the highly competitive U.S. industry amounted
to an exclusion of U.S. manufacturers [from the crucial
Tokyo-Nagoya market, a market correspondmg in size to the
Washington-Boston corrldor | -

ot
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The next step under the 1377 process 1s to develop a list of
Japanese products on which to levy sanct1ons equivalent to the
lost sales to U.S. industry. This list w1ll be. pubhshed by
mid- March followed by an opportumty for pubhc comment.

While the 1377 review took place largely out:nde of the U. S.-
Japan Framework, Japan’s behavior i in this sector is an
excellent example of why we need to pursue results |
orientation in our trade agreements with Japan Key aspects
“of the 1989 agreement lent themselves to delay and ambiguity
in their implementation. Use of criteria such as that proposed
within the Framework might well have averted this latest
episode of frustration. Had we soughtja date by which the
Tokyo-Nagoya market would have been ‘open, or other
guideposts, both Japan and the United States would have had

a clear and unambiguous indicator of comparable access called
- for in the agreement. - g

For our next <teps the Admlmstratlon is rev1ew1ng a number
of different options. Our response will be prompt and
responsible. But our goal remains to open Japan s domestic

- market to competitive foreign goods and services -- for U.S.
companies, for other countries and for the World trading
system. R
' |
|

 China |
The other Asian giant -- China -- presents s1m1lar problems

The growth of our bilateral trade relat10nsh1p with China over
the past decade and a half has been dramatic, although largely
one-sided. Our two-way trade has grown from $2 3b_1_ll_1;m in

l
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sectors. o |

1979 to more than $41 billion in 1993, The United States is
now China’s largest export market, W1th more than 30 percent
of China’s exports going to the United States. Americans
imported $32 billion of Chmese goods in 1993

|
|
i
|
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The challenge for China is to ensure that we. don t follow the
experience of Japan. The China trade agenda will concentrate

- on four areas: market access, IPR, services, and GATT

Accession. In the Textile area, the United States and China
already reached a three-year agreement that substantlally

‘reduces China’s access to the United States and establishes

rigorous procedures to prevent furthertquota violations and
strong penalties in the event of such Vlolat1ons by
transsh1pment ‘

‘With respect 0 market access, Ambas;sador'Kantor
~ determined in December that China was substantially in

compliance with its 1992 market access agreement.
Nevertheless, we need to pursue some specific areas. First,
we expect significant liberalization of {quant_itative restrictions
on the remaining products on the Agreement annex dealing

~ with computers, medical equipment and heavy machinery.

And second, in agriculture, we need to ensure that sanitary
and phytosamtary standards are based on sound science.

‘But overall, the market access cornmltments are belng met and

they will bring about, unprecedented access for U.S.
companies to Chma S market in v1rtually all of our key export

The problems in the area of mtellectual property rights

mimics many of the IPR problems i n the reglon The issue is
| |

|
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not adequate laws or regulations that arie consrstent with
‘international norms. Rather, the problems relate to
enforcement of those laws -- a far more drffrcult problem to
address, especially since those laws are enforced at the local
level, not the national level. The extent of those losses are
significant. U.S. mdustry claims that they are losing over
$400 mrllron annually in copyrlght plracy alone
l : ll

If our experrences in the rest of Asia are any gulde
- continuous pressure is needed to achre\{e results. Ambassador
Kantor placed China on the Priority Watch List in November.
If China does not take effective enforcement measures to -
protect U.S. intellectual property, the danger increases that
China would be identified as a priority forelgn country. |

In the services sector, U S. companies ;that have entered
China’s market are severely limited in ]therr ability to expand
and to provide their full range of products and services to
Chinese custorners. In most instances, Us. compames cannot
offer after-sales service, do not have dlrect access to sales and
distribution networks, cannot wholly-own thelr own retail
outlets, are restricted in their rlght to operate leasing
cornpames or holding companies in China, and are otherwise
restricted in their access to a vast array of busmess and local -
- customers. If U.S. industries are going to establ1sh a long-
term and successful presence in China’s markets they will
need to be able to draw on a hrghly artrculated Services
sector. A |

‘The market access agreement Sets the stage for the opening of
~ China’s potentially extensive market for services. We will
begin formal bilateral negotiations with China on services in

1
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B Beijing on March 2 and 3. We expect those n!egotiations‘ to
lead to China’s market for services opemng to U.S.
companies. -

GATT Accessmn o ‘;

GATT Accession could become a major trade issue with
China but the timing will depend on China. We have always
‘supported the notion of China entering the GATT USTR
promised to support China’s achievement of GATT
~ contracting party status provided China is able to negotiate an
"acceptable protocol” of accession. In such aiprotocol, China
would have to agree to eliminate its GATT inconsistent trade
practices that will further open its markets. We have been
able to write such protocols in a weekend as in the case of
Mexico or over 14 years, as in the case of Tunisia.

ASEAN

Our trade agenda with the rest of Asia, while not as visible
and contentious as with Japan or China, is just as important in
aggregate terms. Exports to ASEAN countrles for example
mby almost 20 percent annually over the last six
years. Our exports to Taiwan and South Korea have also
grown at double digit rates, but more 1mp0rtantly our deficit
with Taiwan is half of what it was in 1987 and a quarter of
what it was in 1987 with South Korea

In the past, our Trade agenda with ASEAN has been
characterized by individual disputes over IPR and worker

i
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rlghts issues. While the remnants of those 1ssues remain,
substantial progress has been made those areas.. For example,
Ambassador Kantor a few weeks ago announced that we were
suspending the worker rights review of Indonesra Indonesia
has made srgmflcant progress and whilé more remams to be
done, this suspension removes an irritant to an otherw1se
growing trade env1ronment | o

- As a result, we have reoriented our trade pohcy with ASEAN
through the U.S.-ASEAN Alliance for fMutual Growth. Thrs
new program combines our trade promotion and pohcy
objectives so that we are using cooperatrve programs in ways
that will encourage policy reform -- and pursuing policy
reform in ways that do not impede our|trade promotion
objectives. In particular, we will be concentratmg on pohcy
reforms that have commercial srgmflcance
. i
What the Alliance does is establish an mtermedlary
mechanism, a more constructive approach to promote U.S.
business and commercial interests along wrth pohcy reform

Indochina E
Indochina is the region of high expectahons The lifting of
the trade embargo against Vietnam has; signalled for many a
urge of trade opportunities. However, normalization of trade
relations with Vietnam will be a complicated process and
could be a long process. First, POW/MIA issues remain a
top priority for the Administration. We expect additional -
progress on these issues as a result of the lifting of the
embargo. Second, human rights issues are important. The



.

Qormahzanon process.

Korea and Taiwan

State Department’s 1994 report spells out our!concerns The
report indicates that Vietnam continued to limit freedom of
speech, press, assembly and association as well as worker
rights. Vietnam has agreed to hold bllateral drscussrons with
us on Human nghts issues and we plan to begm these talks
soon. »

Assurmng progress on all POW/MIA and Human Rights
issues, normalization of trade relanons will still be complex.
Legislation from MFN, to OPIC i insurance, to Eximbank
loans, to GSP all have restrictions that will affect the

l

But until progress is achieved on the major issues, the trade

.agenda will remain dormant. The corollary is that once those
~1ssues are resolved, the Vietnam tradel agenda will be active.

Inthe interim, the lifting of the embargo will create

“opportunities for U.S. companies and allow them to compete

with Japanese French, Taiwan and Korean compames in this

emerging market. |

|
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Our Trade agenda with Taiwan and Korea has taken a turn

from product specific trade conflicts toward al broader

approach to trade issues. In Korea, the Dralogue for

" Economic Cooperation, has addressed economic issues from a

systemic perspective. The DEC aims| at liberalizing the
Korean marketplace by reducing regulatory restrictions on all
economic activities. Korea’s regulatory environment is very
much like an onion -- layer upon layer of restrictive

i
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regulations that create a negative buSinéss environment for
foreign companies.  The peelmg away of these -regulations,
although difficult, is a major objectlve of Presuient Kim
Young-Sam’s five year plan and therefore we are optimistic
that we will be able to deal with many | of the product spemflc
‘issues by addrcassmg the underlymg systemlc problems

In Talwan we have concluded a Trade and Investrnent
Framework Agreement which will change the d1alogue from
one of simply addressing current trade problems to working to
forestall trade conflicts. This change in approach has been
made possible because of the dramatic . 1mpr0vement in

protection of 1ntellectual property.

|
!
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APEC | ]

All these bilateral and subregional initiatives aim‘at improving
the U.S. market share in this dynamic region. Experts predict
-that East Asia will double it aggregate gross, domestic ‘product
by the year 2002 to over 12 trillion dollars. By contrast,
Western Europe is expected to grow at about a 2 percent rate
reaching a GDP of about $8 trillion. Latm America is
expected to grow to a $2.5 trillion GDP Even North
America’s GDP is expected to reach only about $1O trillion
by 2002. |

All these statistics demonstrate why sol much emphasis is
placed on East Asia by this Admlmstratton But the diversity
of the individual economies within the*reglon demonstrates
Why APEC -- the Asia Pacific Economlc Cooperatlon forum -

- is so important. Since 1ts estabhshment in 1989 APEC has



- |
evolved into the most promising forum we have to promote
greater econornic cooperation and trade hberalrzatron in the
regron

- APEC’s ten working groups concentrare on deifeIOping
economic cooperation initiatives and actrvrtres with real
benefits to the prrvate sector.  For example, the energy

- working group is actively promoting clean coal technology,
~energy efficiency and use of alternative fuels. : The

- Telecommunications workrng group has worked closely with
the private communications sector andxmembers
telecommunications authorities to produce a’
telecommunications guide. The transportatron worklng group
is surveying transportation bottlenecks in the region. These
are some of the examples of the type of practlcal work that
APEC is doing. : o :

|

In the trade area, the APEC Mlmsterlz!ll in Seartle concluded a
Trade and Investment Framework and established a
Committee on Trade and Investment. ' APEC’s trade
committee is concentraung on pracucal steps to facﬂltate trade
within the region: such as an electronic Tariff Database,
descriptions of regional customs procedures and practices,
identifying administrative barriers to market access and
publishing a guidebook on regional mvestment regulations.

The success of the Committee on Trade and Investment will
depend on whether practical results can be ach1eved

APEC’s Trade Ministers will meet in Marakesh to give
further impetus to APEC’s trade agenda And in November,

APEC leaders will again meet -- in Indonesia -- to continue
. | o
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the dtalogue that President Clinton started in Seattle APEC
has become the umfymg force within tlae Asia/Pacific region
and as the APEC economies further integrate, export and

commercial opportunities will expand elven further.

|
Summary |
' |

The Trade agenda for Asia represents a shift in focus from the
Atlantic to the Pacific. It recognizes that this region is likely
to be the most economically dynamic. But that dynamism will
achieve no benefits to the United States if we are excluded
from the marketplace -- as in the case of- Japan China, or, to
a lesser extent, Korea -- or if those econumtes falter because
of infrastructure bottlenecks as in the clase of Southeast Asia
or China. . B ! ok
NAFTA and the Uruguay Round are behmd us Asia and the

Pacific are the next and contmutng challenge
|

|
|
-
I
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Dear Ambassador Barshefsky: ;
!

Thank you for a delightful and veryjsubstantive interchange
on June 15 on U.S. trade pollcy in Asia, including the relationship
between trade and other issues such as labor andfenvironment.

" We have always been very limpressed Wlth the high calibre of
leadershlp and expertise we find at USTR :
I hope you will some day give us another opportunlty to meet
with you. | o
Sincer?li,

|
John A. Erhardt
Executive Director
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international practicebgroup. In 1§93 shé.was appointed to
her present position as Deputy Unlted States Trade
Representative, with respon91b111ty for a number of regional

and funct10nal areas, including the 431a Pac;flc Region,
Latin America, intellectual property; and investment. So ,
without further ado, let me introduca Anbasaador Barshefsky.
(Applause.) | ‘ ':.
'HON. MS. BARSHEFSKY: . Hi.  I'm ﬁatgsurékmy co-
panelists are, but it’s nice to‘seafsomeonéthere from the

'

Clinton administration on time. Aléo nice~to be among
lawyers again.. That’s somethlng that I m188‘ partteuiarly

’ In any event,
I‘mw;espon31ble for Asia Pacific and Latln Amerlca in terms -

of regional areas, and .I thought what I would do is 51mply

take hthrough the two regions, tell you-where we are in
_ ) e
trade policy terms, and, §$u~knou,glﬁm}pappy to answer

»

questions if we have time

Let me start with~Japan.5 You know that last July

at the G-7 President Clinton and then Prlme Mlnlster

Miyazawa entered into a frameworklunder{whlch Japan made two

21q>f:generae ‘series of commltments The first“was on

22
23
24

25

macroeconomic reform, where Japan agreed to spur domestic

demand-led growth so as to achleve a hlghly significant

- reduction in its global current account surplus and a

8§

significant increase 1n global 1mport3eof goods and

Heritage Reportlng Corporatlon
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1 services. Japan's global current account surplus is about
2 130 billion dollars, the effect of which is'to drain demand

3 and jobs from #ous==£ the rest of theewotld;

4 Japan secondarily agreed that it;hould ﬁegotiate
5 agreements in a variety of sectoral and strﬁctural areas N
6 which were divided into fiveabaskets”of‘lssues, groups of> o
7 issues, among»which were government piocdtement, the auto
8 sector, economic harmohization, deregulation and enforcement
9 of ex1st1ng agreements. We tabledlﬁ;e serles of proposals
10 last September in four prlorlty areas that were deslgnated
11 as the first for agreement{y} < o ‘vaapanese
12 government procurement of medical equipment and technology,
13 Japanese government procurement of telecemmunications
14‘ | equipment and services, insurance)and autOS:and auto parts. \\\\,
15 ,Negetiations proceeded on’twq bases,:gifst;‘process and |
16 procedural issﬁes related prineipally to5deregu1atieh of the -
15 Japanese economy, and second devising a way in which the
18 effect of these agreements could be measured in the
19 marketplace.. That is, process and procedural agreements

20 alone were deemed by thisA;mmlnlstratlon as not enough, but

.—-

21 process and procedural form and deregulatlon ought to have
22 some beneficial effect in the marketplacenon foreign \\\v

23 1mport%§ and we wanted a way of measurlng that impact. fébrmwyj|l) ?
24 Talks broke down at the flrst heads of state meetlngﬁ the
25 fxrst of two to be held each year at whlch economic issues

Heritage Reportlng Corporatlon ‘
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were to be discussed. And they broke downfprincipally

agreements that would impact its own market;i It had some -

interest in negotiating modest process and procedural form,

but only modest and not much interest beyond thekg

qertalnly no 1nterest to effectuate a substantlal increase

ijgf global 1mports of goods and services to Whlch it had

committed. The admlnlstratlon, therefore ~a£=£has-eeme

walked away from the-talkg,with Presldent»Cllnton stating to
‘then Prime Minister Hosakawa that it was beﬁper to reach no

agreements than empty agreements, and our v1ew was that the

WMl e begn
agreements we could have Xeached ugﬁehempty

found in violation o)j?

agree ent§ ‘

)

- had been v1olated We threatened retallatlon, and
subsequently negotlated a very good agreement with the
government - of Japan for the bulld-out'guaranteed by the

government of Japarb of the cellular phone' system it had

- promised to build in the‘Tokyo/Nagoya corridor, a system

et

which would be compatible with North Amerioen analog

Ssubstantial market share. Following that,'

Herltage Reportlng Corporatlon
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because the Japanese had no real intention of negotiating

Follow1ng thaof but unrelated to 1t Japan was
llular telephone and equlpment
htered into almost‘a decade before.

eement was followed by a second)fixe:xears:beéere
which was followed by a thlrd‘S&Qeﬁﬁgiﬁiﬁgfﬁxa, all of which

technology, and one in whlch U.Ss. producers figured to win

we

\v
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igsued our annual national trade estimates report w
we cataloged trade barrlers around the world iBt’fOCSgg;gg
very heavmly on Japanp<agg_-ollow1ng thanJapan issued 1ts
\ioluntary tlon¥%lan -- thig is at the: end of March this
year, whlch was a plan designed to promote!deregulatlon in
its economy.- We indicated that the plan was insufficient,
vague and unfinished.

| Where \we ase now, re-that We and the Japanese met
about three weeks ago. They had wi;ned toﬁoome back to the
bargaining table. We thought that .
was desirable,'but only to the extent we were going to make
progress. We had no desire to talk just to talk.

And we reached an agreement three weeks ago on

three critical issues, w1thout which we sald we would no

‘longer negotiate. The first was that Japanjagreed

explicitly that substantial increases in market aocess and
sales in the*Japanese‘market of foreign goods and services
‘would be the goal of the sectoral agreements, second, Japan
agreed to the use of both qualltztﬁve and quantltatlve
measures in the marketplace oén he way in whlch these
agreements were produc1ng results; and. last Japan
reiterated its commltments on the macroeconomic side to
atimulate domestic demand. WeTe re-engageqtin talks, and
those talks are going on now both here andgin Tokyo in thei@U
four priority areas. We@® also re-engaged in talks on

Herltage Reporting Corporation
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intellectual property rights protectioh,'aé'wéll,as on
figancial services, and next week we will re;engage in talks
on Bleee, 2 sector characterized by what tﬁé}Japan Fair
Trade Commission called an oligopoly. NO* «

Q\ So we“giu;oving along. We dowtghhave a deadline
in mindagken these agreemen;s need to be cdﬁpleted; I think
both sides feel we ought . to proceed apaCeéa#d see if we
can\} resolve these issues, but we dotd} want to set any
artificial.deadlineaﬁﬁ=§§$s.' Our hope“is:far good
agreements. | - | '3A

China. The President, as you know, made a very
courageous decision in calling a spade a épéde with China,
which is to say he delinked human rights frgm the énnual MFN
aebate, doing éo on two bases.- One, édmitting forthrightly
that in the view of the~@dministration-€hina had ndt made

—

overall significant progress with respect: to human rights,
. | ,
. B I .
but second, indicating, which was also theﬂcase,~that the
MFN linkage was proving counterproductlve to any real.

progress on human rlghts,hnot prgﬁhctlve tswaed—aeraﬁd=ﬁhg§,

in that gkggatlon you*ve’$wo choices. You,elther dec;de the

-l

goal wasp§h worth pufsuing, and of codrse the goal of human
rights in China is absolutely worth purSuing, or you decide
(AL
the goal is worth pursuing, but the way 1n wh:.ch you '*se
YIS

going afout it isnes rlght.and need to change tkat/ and
ézg;hdelinked human rights

that‘iQ ﬂhat was changed So w

Heritage Reporting Corporation
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from trade and will substltute in 1ts place a varlety of

mechanlsms de51gned to promote human nlghts on a more

mclipd 149

sustained ba51s in Chlna worklng a llttle more in concert

,,f l]
L

with the Chlnese government

I

!
L
|

[
:,,'

That aside we have a number of trade issues Wlth

China that are on~the agenda. “On the market access s1de, we
: s«}
made terrific progress last year in effectlng very, very
1mportant market access in Chlna for hundreds of 1ndustr1al \»/

' [
product electronlcs products Ry hlgh value added blg
= WV

tlcket 1tems for U S. producers. Wer@lso achleved galns in

the transparency i@ China's trade regime and in its- overall

S,
regulatory structure J

‘done, to be sure

!
)
t
1
"

i
5

‘Il

'
Pohe

3
There;s;a huge - amount left to be

N

On serv1ces, we have flnally gotten the Chlnese to

This was somethlng that for years they had refused and

I

_agree to engage in bllateral services. negotlatlons with us.

those negotiations began in March in flve or six dlfferent

serv1ce sector areas, among Wthh are’ 1nformatlon serv1ces,

g

.

- With respect to 1ntellectual property rights,

‘telecommunlcatlons serv1ces and the’ llke.;:j

while Chlna has almost world- class laws on the books, they

woX

donﬁsﬁenforce them, -ané='e(3n‘€&e 1ntellectual property

SN

rlghts seeerwe are very close to de81gnat1ng China as a

A &\M
prlorlty forelgn country under spec1al 301 and 1n1t1at1ng a

301 case against China.

Herltage Reporting Corporatlon
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; 10
extraqrdinary progress beeweeazasﬂ—June 30;fand we domly
expect extraordinary progress.

" Last, GATT accession. China wouidﬁlike to, quote,

"resume" its membership in the GATT on~the}basisk

an original contracting partner and on the basis that as a
resumed membership it can grandfather its existing trade
regime. we an&-Europe and.Japan and just about everyone

A (,\m\(’.\ i

else in the world has said ,f ‘ not

n ] , LS@\M (N72 " |
resuming anything. to accede anew to the GATT and

the WIO, and that means very substantial alteratlon to gs&%l%g
trade regime, not only on the tariff side but on the non-
tariff 81de? éerv1ces, investment, 1ntellectual property and
the<godes,Ee—whtch“a§“§fﬁémber*of ~the- ‘ P must ’ cedel\$
Those talks are actually going pretty well 'China has made

a lot of movement, certainly not enough but they are mov1ng
and I think appre01ate better that they w1ll not enter the

GATT on thelr termej they are g01ng to have to enter the

GATT on GATT terms and on terms con81stent with all the

. \; i
other naticns of the world So that‘ﬁ'the Chlna 81tuat10n.
6\ NAALIS \
Koreay ard p aceq%o do bu91ness,fﬂp Nothing
Awhiln |

- is res judicata in Korea. You think you resolved the issue,

you’re quite sure you resolved the lssue, and two months

later there™a the issue all over again. Koreaabﬁ&n a

difficult situation. It is too high wage%for Asia and too
, s L ‘

low tech for Japan. So it# caught betwixt and between and

: ‘Heritage Reporting Corporation
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1 is going to have to make some very 81gn1f1cant changes in

2 its trade Ieglme if its to remain competltlve and a magnet
'

3 for U 8. investment. Xorea is the only country in all of

4 Asia that has suffered net disinvestment because of its

5 _trade reglmeh XQghly regulated economy, hlghly

6 discretionary and arbitrary action on the part of trade and

7 customs officials, corruptlon %a:s:p:ub&am,. andm
AL A
.8 national &m that tends -to eschew 1mports and looks

P
Wit

disfavorably upon those who buy imported products. W Korea
has a wa?s_to go. We have in place a mechanism for dealing
with Korea negotiat%agreements with therr; I think we
-‘12 have achieved modest success using that mechanlsm, and we

Wb~
13 are in the process now of deciding how toproceed next. MWF

—

14 . ASEAN The ASEAN countrlee’; Malay31a, Indone&ua, \}
15)"—ehat——greup—-of—eeﬁm is collectively the fourth largest |

. 16 - tradlng partner of the United States. It\t; a very dynamic
17 region.. Markets there, given the level of development tend -
‘18, to be rather open. U.S. investment is encouraged typically

: n

19 as a counterpoint to the Japartesef, and by§ and large, the

20 trading re'Lationships in that area are positive, but for the
21 exception of worker rlghts issues and GSP, uwh:.ch affects

22 ;'n:inc:i.pall',r Malays:.a and Indonesia. o H

23  We have in place with the ASEAN nations something
24 that we inaugurated 1ast'November called' tffe Alliance for
25 Mutual Growth, which is an alliance that for ‘the first time

Heritage Reporting Corporation
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puts in one place trade policy, trade promotidn and

|
financing in order to start up ]olnt ventures between U.S.

and A&EAN companies and in order to promote U.S. exports and
investment in &EAN We have yet tn\ k\)\ear a lot of fruit
1S sl -~

under that program because there< a 1ot to set up, but we

are well on the way, and I think that thlS wlll

significantly boost U.S. exports and investment —==
f:)te-aaé'tnvestment in the region. ' .

India. Trade relations with Indla for about the
past decade has been anywhere from marglna; to abysmal.
India was always viewed as the perménent réééicitrant in the
GATT. India is the country against whom the U.S. brought
super 301 actions and India basically saidfﬁg%éﬁeo~¥cug

India is a countrykwhibh has persistently violated

—
—

intellectual property rights. We took awaf;GSPh they said,

that'’s okay, we don’'t care. So India has Beén a persistent

, e

problem. A hereﬁsg% sea change in India, glven the Rao
\

rAdministration, and particularly given the Herculean efforts

of iggde finance minister, Minister Sing, in. attemptlng to

reform that economy and in wanting very p081t1ve relations

with the United States. There is very strong desire for

'U.S. business in Indi A U.S. investment 1n'Ind1i. In part,

India is being pulled by China, because it'sées ie~ia4i_ezﬁ

—Teglonai=furwery—the regiona} power will be Cﬁina, not India,

and that’s disturbing to India. In part, it!is'pulled

Heritage Reporting Corporatibn‘
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A 91mply bécause of economic 1mperat1ves Investment isnsn

[

flowing to India the way it is flow1ng to Chlna and other 1

i )
reglons of the world that are llberallz;ng;,end India sasit

Vg
S

' L o
afford to be left behind. So there are»extraordlnary

developments going on there, so much so that we and -Eixe
; .

Indlagﬂ w1lL revive and.Ekonomlc‘gubcommleelon}whlch for a

- 1

number of years before the mid- 803 had been qulte effectlve :

\
in resolving trade dlsputes;wreh Ind&a, in. f-alkmg—-aboubzsb

N a ;l v X I think

 the agenda will be narrow, focusing on 1ssues largely of

interest to the Unlted States, but also, obviously,

!

‘1nclud1ng issues of interest to Indla,.and we look forward

4 g i
B -!'
T t b

Tno M |
Vietnam and Cambodla. pCambodla we“sa\very close

to that being put 1nto-place

wy
- is gbe=quest&en whether Jackson van§%ck applies

to Cambodia and/or whether Column 2 rates of duty apply to

to reachlgg a Qaﬁy comprehensive trade agreement warh. The

only

Cambodla, so that one would need leglslatlon to get <£B&wm MFN
rates of duty 2nd {:hat\i legal :Lseue, but the will is
there to conclude an agreement 7 gff

Vletnanu_gLu know that we llfted our embargo
agalnst Vietnam w1th what was v1ewed as eaaueneh&y adequate
respon51venees on the POW/MIA issue, We‘$onzt have full LJZWNYL’

Ning
dlplomatlc relatlons Wlth Vletnam,ﬂye Qé%ﬁgﬁfor some time,

until those 1ssues are more satlsfactorlly resolved. But

g

Herltage Reporting Corporatlo
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U.S. business can now do business in Vietnam, wa+l open a
liaison office there for the purpose of business
facilitation, ‘@& also for the purpose of¢H9ﬂ35;aﬁr POW/MIA
accounting. “=md I think we are slowly ‘on our way toward éMJ\
trade re;atlons.w1th Vietnam. |

That’'s the Asia side. Two minutes' on Latin

- America and then you can ask whatever questions you’'d like.

The question is, what is our after-NAFTA strategy for Latin

America, and the answer is that we are in the process of

oL,

- formulating TGt The issues that arise are actually very,

S
very compllcated. Of course, first and foremost we need

fast'track author'tydto do anythlng. Faso track authority
will be appended & the Uruguay Round implementing '

leglslatlon. The admlnlstratlon will go for very broad -

'authorlty to the year 2001. ItJh unclear yet how Congress

will respond to that. You know that Congress tends to be

‘extremely generous in doling out punitive trade statutes and

i

not too generous<in doling out trade statutea that eew¥d be
used in more affirmative and comprehensxve ways. So weég;'
have to see how that comes out but first and foremost we
need fast track authority. |

On the policy side, of course, thé President is
committed to doing a free trade arrangement w1th Chlle, but

the question arlses,aaégﬁa.what beyond Chlle? Chile osdggfffﬁ’
4 L~

small, small populatlon,

A trade flows are qulte modest. On

Heritage Reporting Corporation
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“the one hand, that’'s goody not too threatening for the U.S.
and might solidify-the beginnings of hemispheric
integration. On the other hang, there are some who feel atﬂvu’

V M
that ?emispherlc integration is completeAWLt_ Chile/, and
! _ ' . B
that %@ not necessarily the way we would look at it. There

are a number.of countries in the region that are not at a

for an €TH

level of readlnessAas a Chile buthgpproach that level with

. some work. The Argentlnas, Colombias, the Costa Rlcas?(aﬂ/‘A

-

B011v1as9 countrles that are Eegggfﬂﬁiy macroeconomlcally
)

gtable, countrles that have undertaken some smgnlflcant

reform of,a unilateral nature w1th.res§ect‘te tarlffs, with
respect td‘non4tariffvmeasures, countriesfthat are trying to
curb corruptidn,vcountries that are interésted'in

| comprehensive ‘radeian% investment agreemehts; But they

an £TH
arenat as readyh?s a Chile, and they would have to be worked VJ»%L\
1) ‘ ‘

- om Wwith g =g, others 1n order to,ready,
e , D D A ¢
Seem. So cuestion eme for an after- Nth? strategy is, whets

o RN
next after Chile? And the answer ié 4 +&L8 quite unclear.

Mord AW 172 a0

Seeexd, 1slf is a NAFTA access1on strategy or are
these separate FTAs with the U.S. ,nsaﬁbéﬁipa hub and spoke
&me g > A,
T A}Eﬁbthere\skbeen no dec131on made on in part

because thatbs-a decision that .ought to be made neutrally

with the foreign country, not necessarlly 1mposed by the
 United States. Marglnally, NAFTA acce381on would appear to’
be the desirable course, but oh the other:hand,sdo we want

Heritage Reporting Corporatién
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to be subject always to what Canada and‘Mekieo would want

and whatevef add-on countries there are in‘gﬁrSuing other

trading |arrangements. And the answer to theﬁ may be no.

Third, what about all the sUbregienal‘groupings in

Latin America. iNAFTA is a subregional undef;aking. That‘1&}5
! ' ' o

all it is. It™s more comprehensive than the others, it’s

more complete, it’s more legalistic, it’s longer, it’s more

detailed, but all it is is another subregiOnal arrangement.

You have five major subregional arrangements in the area,

W

chief among which isg MERCOSUL domlnated by Braz11 What
] |
do you do wlth all)fhese subreg10na1 arrangements, all of

which are dlfferent, all of which have dlfferent standards,
all of which have dlfferent rules of orlglnkeall of whlch
have ‘different -sheeries—e$ obligations. De‘you work with
Do you work with key conntriea'inrthem? Do you

establish formal links between them,,lnformal links between

- anew b L
them? Do you try and do somethlnghcomprehen81ve through the

s
region amew? Itds not clear ‘how to proceed.

‘And last, what aboxt ‘Asia? If we focus entlrely

WM Wl L

on Latin America, Asia , FTT=RS creatlng an economic
bloc. And Asia is, after all, the fastest grow1ng region
1ﬂﬁ§i§§h@bﬁ in the world, On the other hand, what will the

political‘traffic bear? Could we undextake‘nctivities in

' .
Latin America and in Asia at the same time??fAnd then what

l

about Russia? Or what about the EU? What happens to our

Heritage Reporting Corporatlon _
(202) 628 4888 - o - .




10
11
12
13
14
15

16

17

18
19

20

21

22
23
24

25

A 17
relatlonshlps w1th thﬂee important trading. partners° So
there are a variety of policy questlons that need to be
answered, all of which we'dss in the process'qf looking at.
But thé-legiSlative imperative is clear forjvhatever,policy
is adopted, and that is the need for fast ﬁféck authority.
So with #hat, let me opén it up ﬁ?f questions.

AUDIENCE MEMBER: For a year, the pinball in the

»pinballlmachine of China has been in play. ' And now that

there’s been the delinking to MFN, there’s:a recent decision

of Judge Restani'in the Court of InternationélvTrade
1nvolv1ng the prlson labor issue in. which he ‘ruled that
rev1ew would be de novo as opposed to rev1ew on the
admlnlstratlve record. 'I've walked that path before back in
1978 whgn the countervailing duty statutésé@és also de novo

review and ended up trying the last transiticn case, the

¢
t i

. : . o |
Michelin Tire case. Is someone at this point -in your office

giving consideration to what would be the Fépropfiate'
standard of review now that g?e Court'has‘féied in these
cases, or should that be'an issue to bé lodked at,.if’it's
not already? | ‘ A ;’?; | | |
_HON. MS. BARSHEFSKY: I don't think there’s anyone
in our office rlght now ‘who's looking at the standard of
ieview issue, but it’s an important 1ssue¢; Ccmmerce has

looked at that issue some,.but whether there would be any

‘pronaunrement 1n 1eglslatlon is. really qulte unclear.“You
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This is my first visit to Hong Kong, and I have looked
forward to it for a long time. In-many ways, Hong Kong
epitomizes the dynamism, initiative, and entrepreneurship that
now marks much of Asia, the most rapidly growing economic region
in the world. I particularly applaud Hong Kong's emphasis on the
rule of law, its stress on free trade, and therefore, the minimal
interference of the Hong Kong government in purely economic and
commercial dec1s1ons. i

‘ Today, I would like to take this opportunity to review with
you -- colleagues from Hong Kong's business community -- the
United States' trade policy toward China. Clearly, this ig an
issue that is of interest to Hong Kong. 1 am only too aware how
closely those of you in the Hong Kong business community have
followed and are affected by U.S. Chlna trade relations. I
propose to be quite candid with ypu. I hope that you will do the
same for me, and I look forward to exchanging views with many of
you here and 1n other forums over, the next two days.

The United States has both an economic and polltlcal stake
in developing productive, healthy, and stable trade relationships
with all countries in Asia, including China. Last fall,

President Clinton outlined in Seattle the United States'
commitment to the development of a new Pacific community, one in
which we share responsibility for solid, steady growth, the
development of and improvement in economlc and legal institutions
and regional stability. -

The U.S. market has long been an engine of growth for East
Asian economies, much asg it is for the Chinese economy today.
Today, with the expansion of the American market through the
NAFTA, the further reduction of trade barriers through the WTO
and the process of trade liberalization and business facilitation
through the APEC, U.S.-Asian trade ties should expand
substantlally o

The United States has kept its markets open even when some
trading partners have follcwed much, more restrictive practices
because we believe it is in our economic interest and in the
greater economic interest of the’ reglon to do so. We are
committed to open markets but -~ in return -- markets in East
Asia must be open to U.S. goods,: s8érvices, and investment.

We recognize the enotmous economic achievements that




China's reform p011c1es have brought China is now the fastest
growlng major economy in the world., Up and down China's east
coast’ economic development is proceedlng at a breathtaking pace.
I have been overwhelmed by the magnitude of the change that has
taken place in Beljlng alone, much less in Guangdong and the
booming provinces in central and south Chlna.

As a trading reglme, China has also undergone a remarKable
transformation. China is now the 11th largest trader in the
world, with two-way trade last vear approaching $200 billion.
China's trade with the United States has experienced a similarly
rapid growth. Beginning from a minuscule base in the late 19370s,
U.S.-China trade grew to $40 billion in 1993 and could reach $50
billion by the end of the'vyear.

U.S. Interests |

The United States wants to see a strong, prosperous, stable
China. That means a- mefewéfeeT“mefe_dam@eyaeic Chlna,}where
human rights are respected and the dignity of the individual is
upheld. 1In trade and economic terms, it means continuation of
steady growth, the development of institutions -- like a sound
banking system -- that can help 'sustain that growth, and
adherence to international norms and the rule of law. It also
means greater integration of China dinto the fabric of the world
trade regime, and malntenance of responsxble and transparent
trade practices. v

On a bilateral basis, the»ciinton Administration would like
to see the development of a more healthy, more reciprocal trade
relationship. In late May, the President made a fundamental
decision to put the annual debate over MFN behind us. In making
‘that bold decision, the Adminisﬁration took a major step to
create a more solid foundation for our overall bilateral
relationship, But especially for our -trade and commercial
relationship. If that dec1$10n,1s.to have a positive, long-term
effect on our trade relationship, however, China will also have
to take steps .in trade to open itsgimarkets further and protect
U.S. intellectual property. : ‘ :

Our trade relatiomnship is now badly out of balance. China
exports vast quantities of goods“to‘the United States, but still
buys relatively little from us. ' We have a projected trade
deficit of roughly $28 billion in 1994. No other major trading
partner has a deficit in goods of that size with China -- and no
other major trading partner's markets are as open to Chinese
goods and services as is the United States.

As for services, the United States is the largest exporter
of services in the world. U.S. .companies in banking, insurance,
financial services, travel, advertising and other services are
the best or equal to the best in the world. In the
communications and information services sectorg, U.S. companies
are leading a global information revolution and transforming the
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way that business is conducted around the globe. Nonetheless,
China's market for services is still largely closed and must
.open. If China is to reform and modernize its economy, it cannot
do so without the creation sophisticated services sector.
And, clearly, it cannot devel an: artlculated services industry
without opening its serv1ies ma et 9
\
. For its part, it is,China's 1nterest_to take these steps.
As much as the United States and other tradjng partners will
gain, the benefits for China in further trfde liberalization and
market opening are much, much greater. \ThereéereT\me_expegtwthat
Chlnazmll}~tak6“mo """""""" that™ ]ustmteken_steps_sooﬂf}
Trade Initiatives St
The Unifed States has global 'and bilateral objectives that
it wishes £d pursue with China and we believe that we can do so
in a mutually agreeable and mutually advantageous manner. We
have a global interest in seeing ChHina better integrated into the
world trading system, .continue to .reform its system, and grow its
economy. We have a bilateral intérest in creating a more
reciprocal trade relationship that ‘brings substantially greater
benefits to the United States. These interests are intertwined.
We are working with China to establish a trade framework that is
based on the rule of law. We areitherefore pursuing a number of
trade initiatives in multilateral;and bilateral contexts.

P
o L ¢
GATT/ﬁﬁg Accession ' plo
In the 1992 market access Agréement, the United States Q/éx
committed to staunchly support China's accession to the GATT. {>’ .
China has quite justifiably asked us to fulfill our commitment
and we are doing so. What is most, often omitted, however, is o «*

commitment to work constructively, Wlth other GATT contracting
partles, and to reach completion of an "acceptable protocol." J::ﬁ
That is a key point and one on Wthh our negotiators are now
worklng with Chlna to achieve. :‘ i
The United States views Chlna s GATT/W$O accession process
as part of a larger effort to 1mprove our economic relatlonshlp
with. China. China's role in the world trading system is.
increasing. substantially, and as an important trading partner,
China should be a member of the new wg6.

China's accession to the GATT/Wﬁ6—is important for several
reasons. First, accession on acceptable terms will help catalyze
and cement the current reform process. The structure of China's
economic reforms and the overall'direction is quite compatlble
with the GATT/WHO. Second, 'accession will assist China in
following international trade rules' and norms. Of course, all
trading nations will benefit. Third, the GATT/Wﬁb will provide
an important forum for dispute resolution -- both for China and
for China's trading partners. And, fourth, a good protocol for
China will lead to substantial, add1t10nal market opening and a
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much improved trade and investment regime there.

Precmsely because its forelgn ‘trade regime is so strong --
averaging 25 percent growth over the past five years -- China and
the United States, as well as the other contracting parties, have
a responsibility to ensure. that China's accession is based on
solid economic commitments. This is as true for China as for
every tion that has acceded or ‘has applied to accede to the
GATT/W%a Maintaining uniform, multllateral disciplines is the
bedrock of the GATT system; no country is special and the
viability and wvitality of the multilateral tradlng regime must
take precedence. ’

~
f

We have accelerated our work bilaterally with China and
multilaterally with other contracting parties_ to develop a
protocol package for accession to the GATT/WHO. We have made as
much progress as we have because-of the hard work of our and
China's negotiators. Indeed, the market access MOU and i
achievements thus far in our bilateral negotiations with China
have established a basis for moving ahead. . [

: P ‘ € Covuvnitd

China's accession creates substantlal allenges for the
GATT and the new WHO. 'Its accession protgcdol has implications
for the twenty plus countries-and regio that will follow China
into the GATT, including Russia, the CIS gtates, Taiwan, and
Saudi Arabia. Therefore, we --:and we hope China and other
contracting parties -- are determlned to get it right.

ina has sta
0, now

The United States -- and certainly other contracting parties
-~ have concerns about China's commitment to some basic GATT
obligations. The Chairman of the GATT Working Party on China's
‘accession recently received 96 pages of questions on China's
trade regime from a large array; of contracting parties -- only 12
of those 96 pages were from the United States. Contracting party
concerns include ‘full transparency of laws and regulations -- as
well as uniform application of these laws and requlations in the.
provinces, national treatment, granting foreign firms trading
rights, and assuring that its foreign exchange regime is not used
as a trade barrier. <¢China must commit to open its market to
services, submit a reasonable schedule on agriculture, and
protect intellectual property rights. Obviously, we do not.
expect all of these obligations to be implemented immediately.
And, 4n areasg where China genuirnely needs reasonable transition .
peripdy ould be negotiated,
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On agriculture, many tradlng partners ~-- particularly among-

the Cairns group -- have raised serous concerns about such
Chinese practices as using sanitary and phytosanitary standards,
secret guidance, and pricing practices to hinder competition with
China in world agricultural markets or to export to China. These
are among the issues that must be addressed in the accession
negotiation. . ) ; ;

Vi
h

Like other contracting parties, the United States is
prepared to work with China on some transitional or phase-in
measures as needed, but basic GATT/WHO obligations must be
implemented at the time of accession. Basic GATT principles to
which all contracting partners adhere -- the foundation of the
multilateral system -- must be met. That is the case for all
countries that wish to accede to the GATT/WHO. It is in. the
interest of no country to set spe01al rules for one at the
expense of all of the others.

¢
'
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Some actions that China is contemplating in the near future
-- guch as the industrial policy initiatives that China has
recently announced -- cause us concern. These policies appear to
include many measures that are not compatlble with GATT/WHO rules
and disciplines.  As in other casés,’ China must be prepared to
adjust its policies to make them,conSLStent with the GATTXWHO

If China accedes to the GATT/WHO on anythlng less than solid
commercial terms, or without firm ¢ommitments to take further
reform measures, not only the United!States but our trading
partners will be hurt over time. Nor will our goal of seeing
China better integrated into the world trade system be achieved.
In addressing.China's protocol, we intend to identify each issue
that needs to be addressed, and with mutual beneflt in mind, work
to achieve realistic, pragmatic solutlons.

I would like therefore to leave you with three thoughts.
First, we are working closely with!China and other contracting
parties on China's accession. Second, we have intensified our
bilateral and multilateral efforts -- including working straight
through August. And, Third, we must get China's protocol package
right precisely because we are committed to ensuring that the-
GATT/WHO trade system(£§\\trong and‘viable.* \V

APEC rumi mS

APEC provides another forum through whlch worklng together
with our Asian trading partners, we' can create a cooperative,
productive means to institute sound istandards for trade and
investment. APEC is a concrete manifestation of the growing
interdependence of the Asia Pacific region. As a new

- multilateral institution, it holds great promise. It provides an
important vehicle for us to understand one another, to listen to
each others' perspectives. It also serves as a training ground

’/for many of our technical author1t§bto identify common problems
and . develop, through consensus, sclutions to these problems.
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Through APEC, we can also advance éoncepts and approaches to
resolving problems that each of us have found useful and
effective in our bilateral or other ' regional contexts.

APEC also serves a useful role:in advancing ideas and issues
in the global trading system. In the past, many new trade issues
were developed by industrialized countrles in the OECD context
for years before they were brought to!the 'GATT. The issues of
government procurement rules, trade, in services, and intellectual
property rights are just a few examples of issues that progressed
from the concerns of a few countries to acceptance by all
contracting parties in the GATT. Over time, APEC can and should
play a similar role. R ' .

APEC can play an active role ih’ expanding trade and
investment in China and the region.  We have already begun to
develop new initiatives in telecommunications, and, through the
Eminent Persons group, we have broached the idea of achieving
"free trade in the Pacific." We anticipate that trade and
investment will be a significant theme for President Soeharto's
Leaders Meeting in November. Here too, we hope to work with
China and other regional trading partners to strengthen concepts
of fair trade and expand growth and prcsperlty e

3

Bilateral Initiatives .

While the primary focus of our bilateral trade initiatives
is to improve the U.S.-China trade. relatlonshlp, here too the -
"Clinton Administration places a heavy emphasis on adherence to
international norms and disciplines. Thus, all of our b lateral
trade talks are founded on the principles of the GATT/ . The
T PR Administration's aim is to establish'a solid foundation for its
R e trade relationship with China -- and hopefully avert more serious
i C ok problems later on. ! o

The Administration has worked hard through restoration and
revitalization of the Joint Economic Commission and Joint
Commission on Commerce and Trade, to.engage China in a dialogue
on the entire range of economic, trade, and commercial issues.
Last January, Treasury Secretary Bentsen and Chinese leaders
discussed our mutual interest in seéing China's finance and
investment regimes improve, in the furtherance of China's
economic reforms. : o '

In April, Secretary Brown had wideranging exchanges with
China's trade minister Wu Yi and her: colleagues on a number of
business and commercial development issues, including U.8.
participation in’ 1nfrastructure progects in €hina. The
Administration will move now to set specific agendas in
transportation, services, 1nformatlon technologies and other
commercial areas.

On trade pdlicy issues, we are icurrently engaged in
negotiations and consultations on market access for goods, based
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on the 1992 market access Agreemerit, /market access for services, |
and intellectual property rights prdgtection. Successful // \

\,
\

conclusion of these negotiations, faithful implementation of
the ex1st1ng Agreements, will k=kp CHe  United States China
s but will also imgrove the substantlve climate f?;)
T .
O O e N oy Atk YV ﬁ\mMﬁWi NEY
China‘s implementation ©f the 1992 market access Agreement
has been commendable, although some important exceptions remain.
In the Agreement itself, China committed over a five year period
to a major reform of its import regime. That includes
elimination of 90 percent of all non-‘tariff barriers -- such as
import licensing requirements and.quotas, increased transparency
along the lines of GATT Article X, elimination of the use of
import substitution as a policy or practice, and an end to the
ugse of sanitary and phytosanltary standards as barriers to
agricultural imports. .

'
[

) China has taken important strides toward making its trade
regime more transparent. China has published a large number of
trade rules and regulaticns in thepast year, so many that it has
become difficult to keep track of ‘them all. China nonetheless
has a long way to go before its trade regime, and it trade
institutions, are truly transparent. We are particularly
concerned that China's provinces apply Beijing's trade laws and
regulations uniformly and that the provxnces’ trade regimes are
transparent.

China has made a major commltment to ellmln&te non-tariff
barriers, and since the end of 1993 ‘has reduced to 400 from t
several thousand that existed the number of GATT-inconsistent
barriers fes-which-we-stitldonot--have schedutes—for
EIFmEmation. That is a major achievement and China should get
credit for it. By reducing these barriers, China will open
markets for computers, medical equlpment heavy machinery,
textiles, steel products, chemlcals, pharmaceutlcals, and other
products. .

China has not yet resolved our -concerns about the use of
sanitary and phytosanitary standards as barriers to imports of
agricultural and live animal products. We expect China to move
expedltlously to resolve these isslies, in accord with the
Agreement. ) SR

In 1994, we look forward to further elimination of non-
tariff measures, the liberalization of quantitative restrictions
on products in the MOU, the establishment of a viable
administrative appeals process, and the complete elimination of
import. substitution as a trade policy. Our negotiators are now
working with China to achieve these goals.

Market access for services is anothér, integral, part of. the
U.S. bilateral trade agenda with China. China's services markets
today are still largely closed ’Whlle limited experiments are




underway, and a variety of extra- legal gservices ventures have
started, legitimate access for U.S. jcompanies in most 1nstances

is not available. o ‘VQQif

We have asked that China commit to substantial
liberalization of its insurance, dlstrlbutlon, advertifing,
travel, communications, audiovisualland other servicés. &as I
noted earlier, these liberalizations are in China's own interest.
We expect, for example, that China will license more foreign
insurance compahies tc operate in China on a national treatment
basis, will open its enhanced telecommunications sector and its
distribution system to U.S. companies;, and will liberalize access
to its audiovisual markets. As many of you in Hong Kong already
know, foreign companies have much to, contribute to China's
economic development and prosperlty“,,chlna cannot make the leap
from a labor intensive economy to one with a higher technology
base without considerable part1c1patuon by foreign firms in its
services sectors. ) .

A vital component of our services agenda with China is
improvement of its domestic business climate. Consistent with
the obligations that China will assume under the GATT/WHO, we ask
that China create a non-discriminatory environment within which
both foreign and Chinese firms compete on an equal footing.
Adherence to basic investment principles, such as the right of
establishment and national treatment along with rights to conduct
associated activities in a similar. -manner, would go a long way
toward that end. o '

Similarly, China discriminates adainst foreign traders in
its pricing practices, often charging foreigners prices that are
several times those charged Chinese businessmen. China has
indicated that it may take steps to. eliminate this
discrimination, and we await concrete, actions to make these
intentions reallty

IPR

Protection of intellectual property rights (IPR) is an area
of major concern for the United States. As you are no .doubt
aware, failure to protect IPR harms China’s legitimate research
and bu51ness interests, as it does those of foreign countries.
Through implementation of the 1992 IPR Agreement, China has
dramatically improved the legal basis for IPR protectlon. China
has taken important steps in implementing its legal reglme for
IPR, include strengthening copyright -protection by joining the
Berne Convention, amending the patent law to include product
patent protection for agrlchemlcals and pharmaceuticals and so

on. !

In principle, the Chinese govefnment recognizes that
protection of intellectual property ‘is important. While the
legal regime attests to this recognition, in practice, there is
virtually no effective enforcement of IPR in China. Piracy has

po




escalated in recent years and reached crisis proportions over the
past year. 1I.need not remind you in the Hong Kong business
community that theft of copyrighted products is omnipresent, with
90-100 percent piracy rates in computer software, motion
pictures, videos, sound recordings, and books and periodicals. .
26 CD factories, 15 in Guangdong province alone, have a .
production capacity of 75 million CDS laser disks.and CD-Roms,
and are now exporting them throughout Southeast Asia and North
America. Hong Kong itself has suffered economic losses due to
the huge influx of pirated sound recordlngs, egpecially CDs.
Many of these pirated works are produced across the border in
Shenzhen. co
Piracy now constitutes a significant market barrier to
computer software producers and others who would like to invest
and trade with China but dare not do.so now. And, piracy thwarts
the development of China's own domestlc industry. China will ’
never be a major center for the development of software, for
example, if it cannot protect the inventions of its most creative
people. . L

The Cllnton Admlnlstratlon has a statutory obllgatlon to
protect the intellectual property rlghts of U.S8. companies. We
have presented the Chinese with a rnion-paper that, we believe,
could form the basis of an Agreement. 'on this issue. The paper
addresses the effective measures that need to be taken to curb
piracy, the creation of an effective enforcement regime, and
market access for U.S. IP products, including audiovisual works.

. Without access for legitimate works,‘the environment for piracy
will remain unchanged. o C

Many months of discussions with China on protection for
intellectual property products in ;1993 and 1994 produced limited
results, with the major producers and distributors of plrated =
products contlnulng in operatlon despite China's many promises t a
take action. A& a resultj—in fulfillment of his statutory UA
obligations,<égba§§é23£A§§=&g§ 1n1t1ated a Special 301

. investigation into Chimar: enforcement practices. ' I believe

it is in our mutual. interest to reach agreement on this issue,
but time is limited. o

Despite all of the challenges that we face, I ‘am hopeful
about the future of our trade relatlonshlp with China. I believe
that, with hard work and good will, the United States and China
can achieve our global and bilateral objectives. The Chinese
government appears to realize that, 'in so doing, China's own
prosperity will increase. I look’ ‘forward to working with our
Chinese colleagues and with you in the business community here
and in the United States to that .end.
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In making his decision to renew Most Faﬁbred,Nation (MFN)
gking |

1

‘tradé sta%us for China, the President fifmlyleXpressed the

Adminisprétion’s commitment to continue its éffofts to improve
fuﬁdamént i human.rights’in China. The Cli@#oh Administration
continues té believe that Chiné must take essehtial stéps toward
improvingjits human‘rights policy and is comm;tted‘to elimination

of human [rights abuses in China.

i
i

In that regard, we all agree that impréving human rights in
China is|a top priority of this Administration. We differ only

over the means most appropriate to achievefthat goal, not over

the goal| itself. The Administration does ﬂot;believe that

enactmen# of HR 4590 would further the objééﬁive of improving
human r#ghte in China. On specific human rights issues, I defer

to my colleagues from the State Department. :I would note that

- revocation of MFN for China -- even if limited to MFN tariff

Lo b
status for state enterprises or those of the Chinese Army --

13
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Spe01a1 301

would harm

The bi
if it were
capability
meaningful

of the Peop

" has already

ammunition

subsidiary

our bilateral and human rights interests.

11, as drafted, could not ba implemented effectively ‘

to become law. The U.S. government does not have the

. i .
or the resources to identify and target in a
way products exported by state enterprises or by those

le’s Liberation Army. Of course, the Administration
banned exports to the United States. of guns and

that are produced by the Chinese Army or its

Before

pursued --
review some
in the bill

army would

In the

organizations. ' K f
I turn to the approach that the A&ministration hag
with some success -- on trade pollcy, I would like to

!

of the reasons why we believe that the approach taken
to targat state enterprises andﬂthose of -the Chinese

simply not work.

course of drawing up a list of pféducts that could

have been |[subject to 100 percent tariffs as a partvof the 1991

practlces,

bill -- to

investigation on China’s 1nte11ectual property rights
USTR attempted to 1mp1ement the approach taken in the

target the products of state enterprlses Desplte ouxr

best efforts, we found that it was 1mp0851b1e to do. The

"retaliation list" that was‘published in‘theffederal Register on

DecemberA2,

by state enterprises.

H

1991 does not represent a list Qﬁfproducts produced



-

the resourc

/ for which ¢

than $9 bil

Instea

enterprises

i, USTR discovered that, while products of state
N

could be identified in some .cases,' in general they

could not be separated from products produced by' joint ventures

or companie

increased t

products ma

s run by foreign entrepreneurs and‘bé:subject to
ariffg. For its part, the CustomS;Service has neither
es or the ability to identify the ﬁaét majority of

de by state enterprises. Were theéAdmiﬁistratioh to

take this épproach,‘it would do direct damage 'to U.S. joint

ventures or
like to see
while doing

rights.

"It is

to the reform elements in China who we would most
succeed. Worse, it would harm ouf‘ﬁrade.interests - -

relatively little to further our goéls'in human

o1

i

even mére difficult to isclate produéts producedjbyy

factofies owned or operated by the PLA. According to some

estimates,

China. So

Even there,

In the

lines betwe

"non-state

the PLA has interests in up to 30,0bb-enterprises in
far, U.S. analysts have been able téiidentify three
here are identifiable products pro&Uéed for export.

to affect roughly $170 million wofth of eprrts, more

lion in trade would be affected. P
majority of instances in today’s.bhina, the neat =
en "state enterprises," "military enterprises," and

enterprises" -have -disappeared. China is in the midst

of a prolonged transition to a more market-oriented economy and

determining ownership of enterpfises~is oftenkdiffiéult -- even

for the Chi

nese. It would therefore be impossible to draw up a
i
H
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list of targeted enterprises that would gehuinely meet the

intentions ¢

For th

it easy to ¢

»f the bill.

eir part, genuine Chinese state enterprises would find

defeat the pﬁrposes of the bill.ﬁ.lh iight of the

multiplicity of new subsidiaries and various forms of other

Chinese ent

temptation

erprises now subordinate to state enterprises, the

to commit fraud‘would‘be‘overwﬁelmiﬁg. The ability of

"thefTreasur§ Department to draw up an accuratgllist.of state

enterprises
Administrat
ready to wo

human right

The Ad
achieve on
pﬁrsue mark
services.
comparable
United Stat
maximum ext
applies to

policies ax

would be sorely tested. In sum, while the
ion does not support enactment of HR 4590, we stand
rk with Congress on the important goal of enhancing

s in China.

TRADE POLICY

ministration has several goals thaﬁ it wishes to

téade with China. First and foreméét, we intend to

et opening initiatives for U.S. goodé and for

U.S. business should have aécess té the Chinese market
to that available to éur‘tradiné'péfgnérs in the

es. In addition, we must worklto'éhsure to the

ent possible that China acceptévthgfﬁule.éf law ‘as it

trade -- that is, that China’sitrade and economic

e consonant with international norms.
~ , i

!
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China’'s Market Potential -
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1980 to almost $200 billion in 1993. While cha
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'

is now the fastest growing ecoﬁomy;iﬁ-the world. 1In
« A L

conomy grew at an official rate ofjij percent, with
C : P .
: » Lo ,
he booming cities along the east coast growing at even
: [ S S
s. 1‘;
| I
R
he paét decade, China's‘globalrtra@eWhas grown on
: I )

-
P

wice the rate of

H

mors than 12 percent annually -- t

growth -- increasing from less than}$40 billion in

nges in accounting

methods have reduced the ostensible size of Chiﬁa's foreign

reserves, t

longer a pc

China

hey still formidable. 1In trade terms, China is no
: , : o :

; . P
or nation. .
pik
[

[

needs the products and services that U.S. companies

Yo

- are theVbest:in the world at providing. 1In aadition to supplying

China with

long sold t

!

wheat,’fértilizer, aﬁdAwood ——Qproﬁuéts‘that we have

. - .<‘.: .f. M? - -
© China -- the mix of products. that we now export is

'
{

dominated by the high-technology sectors in wh@éh we excel. For

some U.S. ¢ompanies, China is already théir

and likely

In short, the boom .in China's economy,

within China‘s leadership, and the enormous p@t

market for

opportunity tc press for open and fair market

wait,

[
! , .- .
mobt important market
aady

will be for the next decade. B!

.

sﬁpﬁort for change

ehtial of China’s

[

U.S.‘companiés provide the United Stétes with a rare

i
i

s in China. If we
g

we may find. that our'industries areyplaﬁea at a;permanent

: |
!

disadvantage in relation to those of our ;radiﬁg partners.
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in the worl
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transformat

the world’s

TRADE NEGOTIATIONS WITH CHINA-

maintains one of the most proteétioﬁiét trade regimes
1. It has put in place multiple, overlapping non-
iers to imports and maintains prohibifively high
hile China’s export regime has ﬁndéﬁééne a remarkable

ion over the past decade, turning thha into one of

most formidable export engines,; China’s import regime

remains in part the creature of central planners. and state

bureaucrats.

all but a £
"experiment
in liberali

expect furt

Trade

And China’s market for serviges;remains closed to
ew companies that are allowed in oﬁly;on an

al basis.™" China‘has taken impreséivé strides_fbrward
zation of its trade régime since lgte?1993, and we

her movements this year.

withrchina
framework £
intellectua
signed in 'J
world-class
pfopertyl
commits Chi
administrat
market acce
negotiation

interests ¢

Agreements. The trade agreements that we have signed
represent important steps toward cféation of a solid

or the U.S.-China trade relatiopéhi?% The

1 property rights Memorandum of Undé£standing.(MOU},
anuary 1992, commits China ﬁo establishment of a
legal structure for the prdtectioﬁtof inteliectual
The markeﬁ access MOU, signed on Ocﬁqber 10, 1992,
na to make sweeping'changes in itséiﬁport

ion over a five year peridd. Chrréhﬁ discussions on
ss for services and business facilitétion and

s over IPR enforcement are aimed at addressing the

f U.8. companies and building a so;idvfoundation for




dominate.

the future.

Intellectual Property Rights.

Let me take each one in turn: P

Protecting.intellectual

property 1is

their compa

implement t
IPR laws an
recognized
there is vi
there conti
addition, C
practices t
Therefore;
of a Specia
practices &

investigati

P
by

vitally important if U.S! industries’are to maintain
rative édvantage in the high-tech géépors tﬁey

The Chinese have taken a number of:éqéitive stéps to
he 1992’IPR Agreement by changing aﬁa;strengthening

d regulations. Althoqghlchinese 1e§dérs have
the’importance of protecting'intéliécfual property,
rtually né enforcement of these laﬁs. As a result,
nues to be rampant piracy of U.S. i? products; in
hina has a number of nonatranspareﬁ§?fegulatipns and
hat inhibit the 1e§itimate import“q%{ﬁ,s._IP products.
onrJune 30,Vémbassador Kantor annoﬁ%ged the initiation
l.BDl'investigation on China's ;PRjéﬁforcement

nd market access for U.S. IP prbduét#. This

on will run for six months.
V t

T,

Piracy of copyright and trademark works iS}endemic in China

and the Chi

nese government has done little to:bring it under
2% ‘

i
i

control, much less eliminate it. China does not have an

effective 1

PR enforcement agency and deterrentéito piracy are

woefully inédequate.\ Clearly, on enforcement, China lags well

behind most

countries in the region.

n

. . :
The International Intellectual Property Alliance notes that




piracy in Ct

i

1ina of software, books, audio records, and music and

: Lo
motion pictures remains serious. They estimate that, in 1993

alone, U.S.

industries lost upwards of $800 million to copyright

 piracy alone last year. In addition to marketybérriers, the

absence of effective IPR protection is the greatest hindrance to

|

access to China’s market by the recording, motion picture,

computer software,.and other industries.

S

i
)

In order to resolve the IPR issue, we‘haveHésked China to:

o

- Take immediate, effective action to curb rampant IPR

trademarks;

piracy, targeting -especially manufactﬁrers and

distributors of infringing products,iincluding

e
<
4

£,

-- Develop a more effective IPR enforceﬁeht regime that

effective border regime, and so on; '’

has effective deterrents to infringehent,-eliminates

/ ' .

conflicts of interest in the system, creates an

Ll

[

- Open China’'s markets to IP prodﬁcts,:iﬁcluding

We are

intellectua]

on a strict

audiovisual and published works.

continuing to hold negotiations on enforcement of
property rights, with the aim of ieéching agreement

enforcement regime. X




Market
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Access Agreement: China’s implementation of the 1992

market access Agreement has beéen commendable, élthough some

importént e

|

céptions remain. In the Agreementﬂitself,'china

1

committed over a five yeaf,peridd to a major reform of its import

‘regime. That includes elimination of 905perceﬁpgof all non-

tariff barriers -- such as import licensing requirements and

[

quotas, increased transparency, elimination of the use of import
H :

substitutior

standards as

China }
regime more
trade rules
become diff:
has a long v
institutions

concerned ti

1, and an end to the use of sénitarY'and phytosanitary

ny
>

barriers to agricultural imports.
. "g

1as taken impoftant strides toward aa%ing its trade
transparent. China has published é large nﬁmber of 
and regulations in ﬁhe past’yéar, ;Q;many ﬁhat it has
icult to keep t;ack of them all; Cﬁipé nonetheless
vay to go before its trade regime, ;ﬁé.it trade

3, .are truly transparent. We afe p?rpicularly

1at China’s provinces apply Beijingls7trade laws and

regulationsiuniformly and that the provinces’ trade regimes are
transparent
China has made a major commitment to eliminate non-tariff

[«

x

barriers:
.the several
barriers. -
credit for

; batriers, Cl

equipment, }

5ince the end of 1993, China haS‘reauced to 400 from

thousand the number of GATT-inconsistent non-tariff

That is a major achievement and Chiﬁaishould get

1it, but more needs to be done. By xiducing these

1ina will open markets for computers,’ medical

1eavy machinery,. textiles, steel prbdpcts, chemicals,
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pharmaceuticals, and other productsl

|
i
i
|
1
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|

China has not yet resolved our concerns about the use of

sanitary and phytosanitary standards -as barriers to imports of
v o 5 ) ; B ) ’
¥

agricultural and live animal'prcducfs. We exp?dt China to move
expeditiously to resolve these issues, in accoFdwwith the

. . ' ) i ‘9~,"
'Agreement. :

i

|

; .
[
[
1
!

In 1994, we look forward to fugther trané@&iency in China’s
trade regime, ielimination of<non—tariff measuﬁés; the
liberalizatlon of quantltatlve restrlctlons on products in the
MOU, the establishment of a viable admlnlstraglvg appeals

process, and the complete ellmlnatlon of 1mport substltutlon as a
atradé pélicy.A Our negotlators are now worklng w1th Chlna to
}achieve these;goals.

[

{
i
|
. . . | i
Market| Access for Services: Market access

for services is

another, integral, part of the U.S. bilateral |trade agenda with

China. China’s services mafkets today are stﬁllllargely closed.
’ : ' . ’ : f .
While limited experiments are underway, and a varlety of extra~
g . » . o
legal services ventures have started, legitimétégaccess for U.S.
L ' R -

companies in most instances is not»available.izg

; :

We have asked that Chlna commit to substamtlal
liberalizatiion of 1ts 1nsurance, dlstrlbutlon, advertlslng,

travel, communications, audlov1sual and‘other%serv1ces. As I
y t

noted earlier, these llberallzatlons are 1n Chlna s own interest.

'

[
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%
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We expect, for example, that China will licensé more foreign-

insurance ca
basis, will
distributior
to its.audic

U.S. c¢
development
labor intenc

without cons

_services sec

>mpanies to operate in China on a n?tional treatment
open its enhanced telecdmmunicatiohs sector and its

1 system to U.S. companies, and~wili)iiberalize access
visual marketé. -

mpanies have much to contribute tofchina's economic
and prosperity. China éannot makefﬁhe leap from a
sive economy to ohe,with a highér tééhnology base
siderable participation byfforeign'fifmsvin its.

rLors.

[
'

'

Finally, a vital component of our services agenda with China

is improvéme
the obligati
that China d
both foreigr
Adherence tg
establishmer
associated s

toward that

Textileg: I
on textiles
difficult tc

agreements.

"nt of its domestic business climaté}j Consistent with
ons thét China will assume under tﬁé}GATT/WTo; we ask
"reate a'non—discriminatory‘environgéﬁt within which

1 and Chinese firms compete on‘éh eﬁﬁél footing.

basic investment principles, suéhyés‘the right of

't and national treatment éloﬁg with fights to conduct
lctivities in a similar manner,\wouia"go a long way

ehd.

ZnAJanuary, we reached a landmark agiéément with China
and apparel. The agreement was one of the most
achieve among all of our bilateral textile

We accomplished a number of importaﬁt goals in this




agreement, 1

predictabilj

single largs
strengthene<
textile quoft
any illegal
China’s quot
engaged in t
China in the
administrat:

electronic =

administer
- GATT/WTO:: ]
China'’s acce
China and ot

words of the

protocol™ of

Because

averaging 25

the United ¢
a responsibi
solid econon

disciplines

nost prominently, the basis to“restgré sﬁability and
1ty to our bilateral textile trade with~china -~ our
e st supplier of textiles. In additiop, we

d our commitment to prevent the~cirgu%ventibn of our
~as, and established a system of trgﬁie charges for

transéhipments. Recently, for‘example, we charged

t

“as in two categories after determining that they had
ransshipments.  We are proceeding to cooperate with

D

implementation of the agreement tb improve

tion of an

lve arrangements, such as the restora
o S

risa verification system, that will!hélp China

"
1

1ts guotas.
'he United States is committed to "éﬁaunchly support™®

: _ s
-ssion to the GATT/WTO and to work constructively with

“her GATT/WTO contracting parties to achieve -- in the

>

> 1992 market access Agreement -- an "acceptable

1

[

accession.

t '
i
[
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> China’s foreign trade regime is g0 strong --

> percent growth over the past five years -- China and

'

States, as well as the other contracting parties, have
11lity to ensure that China’s accessiocn is based on
nic commitments. Maintaining basic multilateral

. i [

is the bedrock of the GATT/WTO system. In proceeding

with China’s accession, the viability and vita@ity of the

multilatera.

| trading regime must take preceden?e and China must




be held to the same rigorous standard that all new applicants to

the GATT/WTC will be heid.. By the same token,{ﬁ§ is the case

with other applicants, we are prepared to.demoﬁStrate the
appropriate [flexibility.

‘
'

China has set«an ambitious deadline for‘c§mpleting the
accession process.'.china has stated that it,w?pﬁs to be an
original member of the WTO. The paéefof accesgién depends, in-
lérge part, |on China and the commitments that gt.is willing to
undertake as an important member of the multilétéral‘trading
system. We are not interested in sétting értificial deadlines,
we juét want to get it right. And, we intend ﬁ&gwork intensi?ely

with China to do just that.

The United States -- and certainly other éontracting-parties
. ' : S ,
-- have concerns about China’s commitment to sQﬁé_basic GATT

o1
ie

obiigations Contraéting party concerns incluﬁé;full
transparency of léws and régulationsv;— as welIHas uniform
application| of these laws and‘regulations in the;prbvinces --
national treatment, gfanting foreign firms~tr%dihg rights and
assuring that foreign exchange ié not uséd asgé'trade barrier. .
China must commit to the progfessive liberali%atibn of its
services markets, submiﬁ a schedule on agricuiﬁure, and:protect
intellectual property rightsﬂ S - ﬂ

, o i
If China accedes to the GATT/WTO on anytHin§ léss than solid

[

commercial terms, or without firm commitments ‘to take further

-
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‘As for
our efforts

relationshiy

o
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1res, not only will the United States be hurt, but our
-

11 be economically digsadvantaged. ﬁdr will our goal

1ina better integrated into the world trade system be
"herefore, in addressing China’s protocol, we intend
each issue that needs to be addresée@, and work to

Listié, pragmatic solutions.

‘,Conclﬁsion

~lusion, while the Administratibn oﬁ?éses HR 4590, it
supportive of -- and has put fofwaﬁd:a'solid agenda
improvement of human rights in Chin;,’
trade, the Administration proposes'to move forward in
té establish a mutually beneficial; feciprocal;trade.

>. We have an historic opportunity to expand our

trade relations with China and to help‘create hundreds of

thousands of high wage jobs here in the United'sﬁates through

increased exports. - We have a great stake, not”ohly from a

~global, str:
perspective
plays by the

happens.

ategic pérspective, but also from a doméstic
in opening China’s markets and ensufing that China

. rules. We will make every effortﬁto see that this




