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, "INTRODUCTION 	
I, 

It is a real pleasure to address the Board bf Directors of 
the Caribbean-l,atin American Action (CLM) I. a group that has 
contributed substantially to the caribbe~ri Basi~~ 

, 
I ' 

I understa.nd that just a few years ago the CLAA was called 
the CCAA -- ,Caribbean-Central American Abtion. Your name change 
represents the kind of transition that iiS occurr~ng in this ' 
hemisphere -- c;;rreater economic integratibn and a'n expansion of 
shared goals and ideals., I:I, 

The united states sees this period las an historic 
opportunity • lJ:'he President has stated His desi~e "to expand the 
NAFTA" by reaching qgreementswith other market~oriented 
countries in Latin America and the Caribbean.' He recognizes that 
the NAFTA can be a gateway to the rest cif the h~misphere. 

1.1 

But, expanding the NAFTA to other dountries in Latin America 
and the Caribbraan will take time. countries in :the hemisphere 
need to become ready for the complex undertaking of negotiating
•• 	 • Iand lmp1ementlJng a comprehenslve FTA., ,They need to understand 

better theNAFirA' s high standards and fa 'be prepared to accept 
reciprocal market access requirement$>o , : Wor ld' Bank, Inter- ' 
American Development Bank and other analyses ha~e demonstrated 
how important it is for. the Caribbean B~sin countries to 
undertake a broad range of reforms to stimulate~the private' 

. I ' •sector so that they can ready themselves for the beneflts and 
,obligations of trade expansion.' , i :,' 

Because this process will take timk, we deyeloped the 
~ "Interim Trade Program" to respond to the concEH:"ns raised by 

countries in t.he Caribbean Basin. Inde~d, we di9liberately chose 
this name, instead of the more commonlyl known phrase, "NAFTA 
arity ." We v;rant to convey the 'idea th~t this hew program is a 

transitional a,lrrangement between the cu;rrent Si,',tuation under the 
\]CBI and some later date when we have worked out a fully , ' , 

reciprocal NAF'TA-type arr,angement with linterested' countries in 
the Caribbean Basin. ' ' ,,' . ' 

: I 

I 

I 
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, " 

Vice President Gore's announcement of our Interim Trade 

Program on May 24 in Honduras unveiled th~ results of a process 

that began over nine months ago, whenPrelsident Clinton met with 


. leaders' from th€~ Caribbean. The president. was impressed with the 
points made by t:he Caribbean leaders ..:..- which were later . 
reinforced by. Cemtral American leaders . --: and. asked Ambassador 
Kantor to see what could be done. USTR submittedi an interagency 
report to the President late last year. I. \~ 

While the details of that report arJ not important, the \V\~vi' ]\1\ 
outcome is. We now have a specj fj c bill 'before .the Congress 1h /' \t\N'
which would allow the President to impletqent the Interim Trade \~\\Li-\: 
Program. The Trade Subcommittee of the House Ways and Means 
Committee complE~ted a "walk-through" of ~he bill' :on May 26. 

The import'a.nce the Administration a~taches t.o securing 

congressional approval of the Interim Trride Progr;am is shown by 

the personal in1:erest of both the presid~nt. and Vice President. 


But their c::ommitment al~ne 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!!

I 
today .. : 


I 


EXPLANATION OF 'rHE PROGRAM t 

! 

Summary 
I ~ I . 


Because it is a new program, I reco~nize t.h:at there may be 

some confusion. USTR tried to summarizelthe key I elements in a 

two-page document, which I believe all of you ha·ve seen. Let me 

try to explain some of the thinking behihd the concepts. 


Benefits 
i 
I 

.: 
Of the $16 billions of products thelcaribb~~n Basin nations 


exported to us in 1993, there were only two significant . 

categories of exclusion under the CBI --I textile~/apparel, which 

accounted for about $4 billion in imports,and p~troleum, which 

represented under $1 billion. . I . 


I .
Petroleum enters essentially duty-free.· ,The ad valorem 


duty is about a half of one percent.! . I 


I . 
, I . : I 

This makes. textiles/app,arel overwhe'lmingly;the most ' 

important product exclusion.· Bringing this area; under the CBI 


, .. .'.would mean that: countr1es 1n the Car1bbean BaS1n would have 

essentially unilateral NAFTA "parity" --I indeed,· better .market 

access than Mexico has in, for example, many of ;the agricultural 

products wit:hout the obligations, suc1h as rec'iprocal market 

access. ' 


I ... 

The textiJ.~/apparel package we are IproPo~i~'g would· provide 
treatment subst:antially equivalent to NAFTA for 'products 
originating in the Caribbean Basin and ,or products assembled 

I 

I' 



, 
, i 	 \ 

from U.S. formed and cut fabric. ~his p~ogram w~ll benefit not 
only Caribbean Basin participants .1n terms of be1;:.ter access to 
U. S. markets, but wi 11 also benef it U. s. imanufacturers of. apparel 
who have sUbstantial investments in the ~egion., 

We believe the benefits are very gerierous .. ;iBy our very ~\ \; 
rough estimate, the Interim Trade Program would cover nearly $3 I \ 
billion of the l?4 billion of CBI textile~apparel: Iproducts ,j 
exported to the U. S. market. TUg el:trer"'l:ri:i:noft a~ iis ~iJ 
~,u'Ei~p~~N-ey~i~~ Al~o, as this trade expands 1'1 
-- which it has by over 20 percent a yea~ since 1986 -- the value' 
of this program will grow. !" 

I 
,

Conditions 
I ' .:j

We recognize that the benefits provided to the Caribbean 
Basin are, to a large extent, shared by U.S. fir~s. Most of the 
input for the apparel shipped to the United states from the CBI 
nations comes f1rom U. S. companies. On this basis, we could have 
simply tried to convince Congress to pasS a "CBI' ,III" with these 
new benef its and no new conditions. I ';:1. . 

But, we were very conscious that our'relationship with the 
CBI nations was in transition, that changes have been taking 
place which we believe the new program should embrace. Most 
countries in Latin America and the carib~ean say,. they are ready 
for a new, ~ore reciprQcal~ tradiRg ~ela~iGnship with the united 
states. They understand that the days of "special and 
differential treatment" are numbered. AS Ambassador Mickey 
'Kantor likes. to say, "trade is a two-way! street. "~I 

. 	 I 
I I 

The "Gibbons bill" of last year -- ~hich I understand the 
Caribbean .Basin enthusiastically endorse~ -- inciuded this 
concept of reciprocity. NAFTA benefits *ould be'!provided up 
front. within three years, the United states ana a CBI nation 
would have to conclude an FTAi if not, t~e tradfrtg status reverts 
back solely to Cal benefits. I 

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

'commitments to come up to the standards in U. S'. prototype 
agreements in certain areas -- namely investment and intellectual 
property rights (IPR) -- which I will explain 1n. a minute. 
Second, conditions would be ,completed within a specified. period 
of ,time -- about three and a·half years, Iwhich' is similar to 
Congressman Gibbon's proposal. Third; countries would provide 
some additional market access for U.s. products ~- but only in 

• ' 	 I •the text1le/apparel area -- not fully rec1procal market access as 
in the NAFTA •. I would note, however, th~t "equitable and 
reasonable" market access is, .an "existingi CBI crit.erion which we 
expect beneficiaries to live up to. I 

. I 
An additional commitment we are expecting" ,which was not in 

the Gibbons bill, is for an Interim Trade Program beneficiary to 
I " 
[ 
I 

I i 
" " 
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\i 
become a member of the WTO. We believe al commitment to the 
multilateral, trclding system should be expected ,ofl countries that 

• • • I. • ' want to strengthen thel.r tradl.ng relatl.onshl.p wl.th us. Also, 
this condition should not be a· problem fdr CBI cc;>:untries because 
almost all CBI nations are' already in the GATT ot: are in the 
process of joining. ;1 

,i
, ' 

Market Access I il ' 

The market access commitments would ibe nego~iated between 

the United StatE!S and an interested count.ry. . Th~ products 

subject to negotiation would be in the t~xtile/ap~jl~rea. 


'beneficiaries wc)Uld expand market access ion an MFN~. In 
addition, CBI countries would be expected to agree to anti-
circumvention provisions. I,'" 

Investment and IPR 
, I 

In the areas of investment and IPR, Iwe have ;ado'pted a three-
stage approach. ~hin one year after e~try into forcef-we , 
expect a country that has agreed in advance to participate in the 
program to take certain specific steps tdward achieving the ' 
standards included in our prototype bilat.eral im.1estment treaty 
(BIT) and our prototype IPR agreement. We, also believe 

,outstanding issues pertaining to the GSPjand CBIcriteria, 
1ncluding exproprl.atl.on, ---SUou e essen.l. so After 
tw6 years, a cot ry s ould ave conc ud~d agreements covering 
the standards in our prototype agreements; these agreements 

. • '.,. !should be l.mplemented wl.thl.n 18 months. ' 

First stage 

I 
I "*outstanding Issues* 
! ,: 

'Let me fir::;t clarify what we are se$king in: ; terms of 

outstanding issues on special 301, CBI and ,GSP~ ,IWe want to 

signal that it 'flould be very difficult for the ,united 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 commit.ment that we would have ci "clean, slate" within 

one year before moving forward. I , 

Now, this does not necessarily mean Ia compl'ete and final 

settlement of all cases. FQr example, tatal res'olution of an 


t •• " 1l.nvestment dl.spute ml.ght call for payments over :several years. 
'We would not have to wait for final paym~nt before this issue is 
considered to have been "successfully negotiated! " 

. t k' t·t· 1 fl d'AI so, we are no see l.ng new pe l. l.,ons. I.; new l.sputes 
come to our attention, each would be examiried 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. ' 

http:exproprl.atl.on
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, I 

*Investment: Conditions*, 
! . ; ~ 

Regarding t:he investment commitments, I think the first 
stage is pretty clear. Countries are expected,to commit to 
international IclW standards for expropria'tion -:-- ;such ~-E.rompt, JJ ~ 
it.Cl'equate and efj~ve compensa§on if' an investment is ,'!<J::V 
expropriated -- and...b.--i!lSl j D@ eLb~tion. I Both _of these i 

provisions, as \iell as add1t1onal examples of our international 

law standards, eire ref lected in our BIT. I " : i 


I 


*Intellectual Property Rights* 

The IPR cOlnmitments are a little mote compl~x. Let- me try 

to explain. 


In the Uru9uay Round "TRIPs" text _1 
, 

which 

, 

stands for Trade, 

Related Aspects of Intellectual propertyl-- developed and 

developing coun-tries are given different, deadlin'es by which to 

fully implement the agreement. Developed countr:ies must fully 

implement the a9reement within one year of the-date on which the 

WTO enters into force, which is tentativ~ly scheduled for January 


. ,!,!.
1, 1995. As a result, all developed cou~tr1es would have unt11 

January 1, 1996, to meet their TRIPs obligations~ 


I . 
Developing countries have m,ore time i to fulfi~ll their 


obligations. TRIPs contains a general r~quirement that 

developing countries implement their obligations within five 

years of the date on which the WTO comes I into effect -- i.e.,'bY 

January 1, 2000, according to the scheduled ent:r'Y of the WTO. 


, ' 
, 

,I
j,

;' 
TRIPs also allows developing countries an additional five 


years, or ten years total, to implement the prodilct patent 

protection requirement found in TRIPs. In other,words, 

developing countries do not have to provide product patent 

protection -- including patent protection for pharmaceuticals and 


I • • Iagr1cultural chem1cals -- unt11 January i, 2005.,
I , 

Our Int~rim Trade Program would reqhire be~~f~ciary ,

countries to_..,!.QJ:ego the developing count:'ry "transition perioqs"
~and im:element T,RIPs on the same schedule: as developed countries. 
This would mean~at if the WTO and the [nterim:Trade Program 
were to enter into effect at the same tike --January 1, 1995 - 
participating CBI countries would be on,the same' schedule as 
developed count.ries -- imple.mentirtg TRIP:S by January 1,1996. 

Neither of the developing country "~ransitl6n periods" is 

permitted in our bilateral IPR agreement', which sets higher 

standards than the TRIPs text. Also,th;e TRIPs 1 text does not 

protect encrypt.ed program-carrying satel!lite signals or provide 

full national t:reatment with regard to the protection and 

enforcement of all intellectual propertY! rights-- both of which 

are included in our first-stage commitm~nts •. It is in this sense 

that .we see our first-stage conditions a's being a step, toward 

a9hieving the sitandards in, our prototyp~ IPR agr,eement. 


--I 

I 
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second,stage 
r I 

• " • • i

The second stage lS the ~tl.on I of an.. IPR agreement and 
a B~ithjn tw~ after entry into force of,!the Interim 
Trade Program. If a country wishes, it may skiptthe first stage 
and proceed directly to negotiation of these agreements.

I 
I

Third stage' I " I 

The third j!tage is to implement thelBIT and!IPR agreement 
within 18 months after the agreements ar~ negotiated. A country 
that decides "to conclude these agreementF within~ saY,one year, 
would be expected to implement them 18 mrnths later. 

Effective Date I f 
The interi.m trade program would notl take effect for the 

interested beneficiary nation until: ' 
i 
I 

(1) 	 the U.S.,C:ongre,ss passed the necessary imp+ementing 

legislation; ,1 


(2) 	 the United states and the intereste'd CBI b~neficiary nation 
reached an agreement on steps for i~mplementing the program; 

, I " I I 

.: " ' j.. i :. •
(3) and the Presi¢lent lssued the proclamatlon deslgnatlng the 
country as an II interim, trade program" beneficiar;y country. 

, j' 

Since the Interim Trade Program on~y take 'e:ffect for a 
particular country after the U .,S. President h~s; ,issued the 
proclamation providing trade benefits, the: timing ofa CBI 
country'sobli9ations is somewhat up to ithat country. If a CBI 
beneficiary wants to wait, say three yea'rs, befQre receiving 
benefits, that country would have the same phase-in periods from 
that later datE~ ~- one year after that date to domplete the first 
~tage, two years to. complete the second,i, and i8 :months to 
lmplement the negotlated agreements. I ,: 

,I ' :,' I 

We understand' fully that countrieslcan delay their' 
participation in the Interim Trade Program and; I 'therefore, 

[ postpone the dates for fulfilling the iryvestment and IPR 
- conditions. However, the longer 'countries wait, the more 

competitive thleir neighbors which are p~rticipating in the 
program become. This means ,the n6nparticipants'have to worry not 
only about inv,estment being diverted to IMexico but about 
investment floiwing to other CBI nations~ : '" 

I 

But, let 'me stress that a country's deci~ionabout whether 
and when to participate in this,Interim;Trade Program is up to 
that country. Current CBI benefits would be maiintained, for 
countries choosing not to participate. I 

, , 

other Commitments 

, , , 
, II 

LI 
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Labor 

The need tC) pursue internationally t.eco'gniz~d labor 
standards is enshrined in the criteria for the,CBI. We simply 

•• I "Iwantbenef1c1ar1es to understand that the current CBI worker 
r~ criteria apply to the Interim Tra~e progr~m. ,

. I 

Environment 

CBI benefic:::iaries would agree to wOlik toward implementing 
their trade and investment policies based on the; ;prihciple of 
sus~ainable devt~loEment. We see this commitment: 'as being part o,f 
the CBI nations" current eligibility crit.eria to:;"contribute to 
the revitalization of the region" and nt6 promote [their] own 
economic development." l 
RATIONALE 

: 1 

We believe the Interim Trade Program is a consistent package 
of measures designed to achieve mutually:acceptaole and 
beneficial objectives. countries in theicaribbean Basin 
expressed. their concern' about investment I flight .• : T~e measures in' 
the Inter1m Trade Program -- market access for text11es/apparel, 
joining the WTO, investment and intellectual property rights 
conditions, commitments on labor and thelenvironment -- all 
enhance the CBI nations'.ability to attract investment and to 
compete on the world market. 

1 

. We also believe these meqsures willi help prepare countries 
in .the Caribbean Basin for the eventual expansion of the NAFTA. 
These steps are part of the "building block" approach to 
improving standards in the region. I . 

Thank you. 

\ 

:i 

:1 

, 

,! I 
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SUMMARY OF 

I
AN INTERIM TRADE PROGRAM j: 


FOR THE CARIBBEAN BisIN 
" , 


INTRODUCTION 	 " ' 

I 

The "interim trade program" is based on J studyUSTRKantor sent 
to the Presiden1:. I '. [ 

o 	 The CBI hat; provided beneficiary countrie~i,currentlY 24) 
unilateral duty-free access to the U.S. market for all 
exports, e~"cept textiles/apparel, p~troleum, footwear, some 
leather goc)ds" and several other minor products. 
, 	 ' I ' , 

o· 	 The NAFTAwill, on baiance, have a pos'itiveiiimpact on the 
Caribbean Basin, offering countries lin the ~egion the 
opportunity to expand exports to markets that will grow as a 
result of -the NAFTA's ,effect.' 'i 

I 
I ' 	 ! • •• I 

'0 	 The CBI natl.ons are most concerned wl.th l.nvestment being 
diverted to Mexico as a result of the NAFTA~, 

The interim trade program would 'establis~ mutu~iiy beneficial 
measures to be 'taken by the Uhited States and th'e CBI countr ies. 

SECTIONS OF THE INTERIM TRADE PROGRAM 

Textiles/Apparel 	 I 
j , " 

;, 'I
A. 	 NAFTA-like, tariff and quota treatment would I apply to imports 

into the United states,from,CBI beneficiaries for articles 
which meet NAFTA-likerules of originj , I 

B. 	 textile and apparel articles assembled inCBI beneficiary 

countries from fabrics wholly forme~ and cut in the United 

states would receive NAFTA-equivalert treatment into the 

United States; , I ' ,;: 


C. 	 goods iden,tified by the united statks as Caribbean handmade 

or folklore articles would receive duty-free treatmentj


I' 	 , 
, :! 

D. 	 CBI beneficiaries would expand mark~t acce~s on an MFN basis 
on specifictextile/app.arel product's and would agree to the 
U.S. 	 formulation on anti-circumvent:ion. i it 

I " , 
i 
IInvestment/IntElllectual property 
I 

A. 	 To begin benefitting from the progr,am, interested CBI 
countries would agree in writing td prov~de within one year: 

1. international law standards fO~ expropr,iation and 
access to binding international arbitrationl to enforceI j ,

those standards; t 

.: II,, 
j 

I 

I' ' i i 
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I 
I 

2. TRrps provisions withoutsubscr~bing to:the' 

transition periods allowed for deve~oping cpuntries, 

protection of encrypted program-carrying satellite signals, 

and full national treatment with regard to the protection 

and enforc.~ment of all intellectual ipropert~ rights; and 


I 'I ' 

3. successful negotiation of all s~ecial 3~1 petitions 
and issues pertaining to the GSP and CBr cr~teria that 
had been submitted or existed prior!to entry into'force. 

I ' . 
B. 	 within two years after the program's entry into force, the 

CBr beneficiaries would have concluded the following in 
order to continue this program: I II 

! 

1. a bila'teral investment treaty, based on the u.s. 
model, to be implemented within eighteen mOl)ths; 

i 
, I

'2. an rPR agreement, based on the u~s. mod~l, to be 
implemented within eighteen months. i 

, I Environment 

CBr beneficiari,es would agree to work toward implementing their 
trade and investment policies based on th.e principle of 
sustainable development. 

Labor, 

The need to pursue internationally recoghized labor standards is 
enshrined in the criteria for the CBr an~ would ,apply to benefits 
of the textile/apparel in this interim trade program •. 

I ' 
! . i

GATT .i! 
CBr countries would be expected to become a member in good 
standing of the GATT and the World Trade Organization. 

Effective Date 

.. . 	 ITh1S 	1nter1m trade program would take effect after: 
I 

A. 	 the u.s. Congress passed the necesskry implementing 
legislation to authorize the Presidknt to proclaim the 
elimination of tariffs on the texti~e/appar~l, products 
subject to, this interim program; I ; 

. 	 I I 

B. 	 the united states and the interested CBr beheficiary nation 
reached an agreement on' steps for impl,.ementing all of the 
sections of this arrangement; I . 

! 

C. 	 the President issued the proclamati~n.
I 
I , I 
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IJune Jl5, 1994 

Ambassador Charlene Barshefsky 
Deputy United States Trade Representative 

" 

Executive Office of the President 
600 17th Street, N.W. 
Washington, D.C. 20506 

Dear Charlene: 
I . : • 

Many thanks for coming by the CtLAAj Trustees il~ncheon on,June 3. 
As YOll gathered from the questions, the interim: enhancement issue 
is a priority concern for the Board. Y~ur clarity in presentation and 
receptivity to comments was just greatJ While we are working on the 
matter of a non-originating fabric imprOyemellt; the Board is fully 
supportive of the USTR interiIn step. In fact, imiil and calls are being 
generated in that direction right now. I :' 

, I hopt~ you will continue to stay in touch as thIs: imoves forward. 

Regar)and thanks again, 

l, 

f: 
I ~~ I 

Peter B. Johnson 
Executive Director I, 
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I 

BEFORE THE CARIBBEAN GROUP FOR COOPERATION 

IN ECONOMIC DEVELOPMENT 


June 6, 1994 
 i, i: , 

: I 

INTRODUCTION 

It is a real pleasure to address t~is, the! Twelfth Meeting 
of the Caribbe.an Group for Cooperation in 'Economic Development. 
My visit with you today is particularly;well-tirned in light of' 
Vice President Gore's recent announcement of the Administration's 
proposed Interim Trade Program for the Caribbean Basin., . ',' " 

,Under President Clinton's leadersh~p:the' united states has 
experienced th.e most important year in trade in, our history. 
After an intense fight, the President fprged ,a bipartisan , 
coalition to pass the North American Free Trade Agreement. We 
established a new framework for negotia~ions with the Japanese. 
We hosted a conference of the AsiaPac~fic nations to facilitate 
trade in that region, the fastest grow~ng economic area on earth. 
And, of courSE~, the grand slam was conqluding the Uruguay Round 
agreement·. After seven years of gridlock, we were able to 
conclude an agreement that will create!hundreds of thousands 'of 
jobs here in the United states and foster global economic growth~

I ; 
I 

Focussing on this hemisphere, regional ~ntegration is moving
• I • •forward on all fronts. The Unl.ted states sees the transl.tl.on 

that is occurring in this hemisphere _1 greater economic 
integration and an expansion of shared! goals: and ideals -- aS,a 
period of historic opportunity. The dpors that are being 
unlocked or are about to be unlocked as a result of both regional 
and global trade expansion can only behefit the" Caribbean 
countries in achieving your, developmen~ goals ~: 

I 
The Pres;ident has stated his desi:re' "to expand the NAFTA" by 

reaching agrE~ements with other market~oriented countries in Latin 
America and t:he Caribbean. He recogn~zes tha~ the NAFTA can be a 
gateway to the rest, of the hemisphere." : 

I 
But, expanding the NAFTA to oth~r countr,ies in Latin America 

and the Caribbean will take time. Countries in the hemisphere 
need to become ready for the complex ~ndertak:ing of negotiating 
and implemen'ting a comprehensive FTA.! They n'eed to understand , I' ,. 

. I 
. , 

I I; 
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better the' NAFTi\ I s high standards and to, be prepared to accept 
reciprocal markl~t access requirements. World Bank, Inter
American Development Bank and other analyse,s hav~ demonstrated 
how important i-t is for the Caribbean countries to undertake a 
broad range of reforms to stimulate the private sector so that 
they can ready 'themselves for thebenefi~s ,and oRligations of 
trade expansion. ! 

i 

Because this process will take timel we dev~loped the 

"Interim Trade Program" to respond to the concerns raised by 

countries in the Caribbean Basin. Indeed,' wede,liberately chose 

this name, instead of the more commonly ~nown phrase, "NAFTA 

parity." We want to convey the idea that this new program is a 

transitional arrangement between the current sit\lati"on uhder the 

CBI and some later date when we have worked out a fully 

reciprocal NAFTA-type arrangement with interested countries in 

the Caribbean Basin. ' I,;I ' 


! ' ' I, 

Vice President Gore's announcement of 'our ihterim Trade 
Program on May 24 in Honduras unveiled t~eresults of a process 
that began over nine months ago, when President ,Clinton met with 
leaders from the 'Caribbean. The Presideht was impressed with the 
points made by the Caribbean leaders -- tvhich were later 

• • Ire1nforced by Central Amer1can leaders -~ and asked Ambassador 
Kantor to see what could be done. USTR submitted an interagency

• I,report to the Pres1dent late last year. ' ' 
" I """, 

While the details of that report are not important, the 
outcome is. Wei now have a specific bill l before 'the Congress 

'which would allow the President to imple~ent the Interim Trade 
Program. The 'I'rade Sl,lbcommittee of the ~ouse W~ys and Means 
Committee completed a "walk-through" of !the bill: on May 26. 

, " 

The import:ance the Administration a,ttaches to securing 

Congressional approval of the Interim Tr'ade Program is shown by 

the personal interest of both the PresiJent arid Vice President. 


I , 
But their commitment alone will not! be eno~gh. We hope that 

as more people understand the Interim Triade Program that they too 
will embrace it:. That is my mission herle today:' 

EXPLANATION OF THE PROGRAM 

summary i 

Because i1: is a new program, I recclgnize tHat there may be 
some confusion.. USTR tried to summarize the key elements in a 
two-page documEmt, which I believe all qf you ha:ve seen. Let me 
try to explain some of the thinking behind the concepts. 

, I : i 
Benefits 

I
Of the $10 billions of products the Caribbean Basin nations 

I

exported to us in 1993, there wereonlYitwo significant 
i 

, 
, I:

, 



I'! ' 

'i 

categories of exclusion unde~ the CBI -- Itextile~/apparel, which 

accounted for about $4 billion in import~1 and p~troleum, which 

represented undE~r $1 billion. 


. 1'1 

Petroleum I~nters essentially dutY-fJee. The ad valorem 
duty is abqut a half of one percent. I 

. This makes textiles/apparel overwheimingly ~he most 
important prodUl::t exclusion. Bringing t~is areaiunder the CBI 
would mean that countries in the Caribbe~n Basin: would have 
essentially unilateral NAFTA "parity" --: indeed,!; better market 
access than Mexico has in, for example, ~any of the agricultural 
products without the obligations, such as rec:i!procal market 
access. I .' 

The textile/apparel package we are proposing would provide 
treatment substantially equivalent to NAFTA for :products 
originating in the Caribbean Basin and for ,proqucts assembled 
from U.S. formed and cut fabric. This program will benefit not 
only Caribbean Basin participants in ter~s of b~tter access to 
U.S. markets, but will also benefit U.s.: manufacturers of apparel 
who have sUbstantial investments in the t-egion. ;: 

, , 

We believe the benefits are very geherous:. "BY our very 
rough estimate, the Interim Trade progratn would cover nearly $3 
billion of the $4 billion of CBI textileVapparel products 
exported to the U. S. market. ~~I;Ha:r::. bJ ] lke;agJ4'.de~t::~ 
'~e't'l'<3\~13a.M,,~.i,,1;'~±'Me~Ai). AlSo, as this trade. expands 

which it· has. by over 20 percent a yea~ since;1986 -- the value 
of this program will grow. ! 

, ,, , 

Conditions 
I 

iI 
I 

We recognize that the benefits pr0v]ided to' ;the Caribbean 
Basin are, 'to cl large extent, sh~red by IU, S. firms. Most ·of the' 
input for the clpparel shipped to the Uni,ted states from the CBI 
nations comes from U.s., companies. On this basfs, we could have 
.• t •• ! . 'slmply trled to conVlnce Congress to pas,s a "CBl III" wlth these 

new benefits and no new conditions. ' 

But, 'we WE~re very conscious that oJr relationship with the 
CBI nations was> in transition, that changes hav~ been taking 
place which we believe the new program Should embrace. Most 
countries in Latin America a,nd the Caribbean say they are ready 
for a new, more reciprocal, trading relationship with the united 
states. They understand that the days of "special and 
differential tJ::"eatment" are numbered. ~s Ambas~ador Mickey 
Kantor likes b:> say, "trade' is a two-way street'. II 

. i . ' 

The "Gibbons bill" of last'year --Iwhich I ;understand the 
Caribbean Basin enthusiastically endorsed--.included this 
concept of reciprocity. NAFTA benefitsiwould.be provided up 
front. within three year~, the united states and a CBI nation 
would have to conclude an FT.l\i if not, the trading status reverts 

i I' . 

,.i
I' 

, , 
, ' 

http:benefitsiwould.be


: I 

'. 

back solely to CBI benefits. 
, 

Our Interi.m Trade Program incorporaites three key concepts 
from the Gibbons bill. First, countries! would need to undertake 
commitments to come up to the standards lin u.s. ,prototype 
agreements in c:ertain areas -- namely investment and intellectual 
property rights; (IPR) -- which I will explain iii a minute. 
Second, conditions would be completed w~thin a ~pecified period 
of time -- about three and a half years,i which is similar to 
Congressman Gihbon's proposal. Third,' qountries would provide 
some additional market access for U.S. products ,-- but only in 

• I •

the text1le/apparel area -- not fully r~c1proca~ market access as 
in the NAFTA. I would note, however, that Itequitable and 
reasonable" market access is an existing CBI criterion which we 
expect beneficiaries to live up to. i ' 

I ; I '. 

An additional commitment we are ex~ecting,'. which was not in 
the Gibbons billJ is for an Interim Trade Program beneficiary to 
become a member of the WTO. We believe I a comini'tment to the 
multilateral trading system should be e=!,pected <;>f countries that 
want to strengthen their trading relationship ~ith us. Also, 
this condition should not be a problem for CBI ,countries because 
almost all CBI nations are already in t~e GATT :or are in the 
process of joining. I 

! 

'Market Access :I. ,I 
I .

The market access commitments woul~ be negotiated between 
the United States. and, an interested country. ,The products 
subject to negotiation would be in the itextile/~pparel area. CBI 
beneficiaries would expand market access on an'MFN basis. In 
addition, CBI countries would be expectied to ag,ree to anti-' 
circumvention provisions. !,' 

Investment and IPR 
i .,

In the areas of investment and,IP~, we ha~e adopted a three-
stage approach. Within one year after lentry,into force, we 
expect a coun1:ry that has agreed in ad'{ance to' 'participate in the 
program to taRe certain specific steps itowardachieving the 
standards included in our prototype bilateral.,lnvestment treaty 
(BIT) and our prototype IPRagreement. I We alsq believe ' . 
outstanding if3sues pertaining to the GSP and CBI criteria, 
including expropriation, shquld be essentially; resolved. After 
two years, a country should have conclJded agreements covering 
the standards in our prototype agreements; these agreements 
should be implemented within 18 months 1 

'j 

First stage ' 
, ' 

*Outstanding Issues* !
: 

I 
I 

I 

Let me 'first clarify what we are ~eeking~n terms of 

outstanding issues on special 301, CBII and GSP. We want to 


. i, 

., 
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signal that it ~7ould be very difficult f~r the u~hted states to 

provide additional benefits when issues related to existing 

conditions in u.s. law have not been resdlved.:t;n other words, 

we want a commH:ment that we would have ~ "clean :islate" within 

one year before moving forward. . 


Now, 'this does not necessarily mean ia 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 paym~nt befor;e this issue is 
considered to have been "successfully negotiated~" 

, , 

Also, we al:-e not seeking new petitions. ±f~new disputes 
come to our attEmtion, each would be examined by, .the relevant 
interagency committee to determine wheth~r it should be accepted. 
Only if it is a valid complaint would the petition be the basis 
for further action. II 

*Investmen1: Conditions* , i 

Regarding 1:he investment commitments, I think the first 
stage is pretty clear. countries are expected'to commit to 
international law standards for expropricttion .i...-:such as prompt, 
adequate and effective compensation if art invest~ent is 
expropriated -~ and binding arbitration. i Both o~ these 
provisions, as '~ell as additional examples of our international 
law standards, are reflected in our BIT. ! : 

*Intellectual Property Rights* 
I 

The IPR commitments are a little more ,compl~x. Let me try 

to expiain. I 


In the UrUt;Juay Round "TRIPs" text I which stands for Trade 
Related Aspects of Intellectual Property I' developed and 

'developing coun-tries are given different deadlines by which to 
fully implement the agreement. Develope~ countries must fully 
implement the aqreement within one year of the date on which the 
WTO enters into force, which is tentatively sch$duled for January 
1,1995. As a result, all developed cou}:ltries would have until 
January 1, 1996, to meet their TRIPs obligatiops~ 

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 comes i into ef:fect -- i. e., by 
January 1," 2000, according to the scheduiedentry of the WTO. 

TRIPs also allows developing countr~es an aJ~ditional five 
years, or ten years total, to implement the proquct patent 
protection requirement found in TRIPs. In oth~r'words, 
developing countries do not have to provide product patent 
protection -- 'including patent protectiot. for pharmaceuticals and 
agricultural chemicals -- until January ~, 2005. 

I 
: I 

.1 

, 

Ii 
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I 

Our Interirn Trade Program would reqJire beneficiary 
countries to forego the developing country "transition periods" 
and implement TIUPs on the same schedule ;as developed countries. 
This would mean that if the WTO and the :J!nteriril" Trade Program

• • l . were to enter 1nto effect at the same t1me -- January 1, 1995 
participating CBI countries would be on the same; ,schedule as 
developed count]~ies -- implementing TRIPs by Jan~ary 1, 1996. 

. . . . I. t';' • ,
Ne1ther of the develop1ng country "trans1t10n per10ds" 1S 

permitted in our bilateral IPR agreement~ which ~ets higher 
standards than the TRIPs text.·· Also, the TRIPs text does not· 
protect encryptlad program-carrying satel+ite signals or provide 
full national treatment with 'regard to ,the prote¢tion and 
enforcement of all intellectual property irights ~..:.- both of which 
are included in our first-stage commitments. It, is in this sense 
that we·see our first-stage conditions as being a step toward 
achieving the s'tandards in our prototype IPR agr~eement. 

Second Stage 

The second stage is the negotiation of an l'PR agreement and 
• • • 1 ., • a BIT w1th1n two years aft'er entry 1nto force of, i the Inter1m 

Trade Program. If a country wishes, it J;nay sk'i.p!the first stage 
and proceed directly to negotiation of t~ese agreements. 

I 

Third Stage 
'1 

The third stage is to imPlementtheiBiT and,IPR agreement 
within 18 months after the agreements a~e riegot~ated. A country 
that decides to conclude these agreement~ within" say, one year, 
would be e'xpected to implement them 18 months lqter. 

;
, 

"' 
I'
!'1Effective ,Date 

, '; 

," , , ' 
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implement the m~gotiated agreements. 
II 

We understiind fully that countries can delay their 
participation in the Interim Trade progr~m and, therefore, 
postpone the dates for fulfilling the investment,'and IPR 
conditions., Hmr/ever, the, longer countries wait,' the more 
competitive their neighbors which are participating in the 
program become. This means the nonpartidipants have to worry not 
'only about inve:stment being diverted to Mexico but about 
investment flowing to other CBI nations.: ' , ' :: 

i , 
But, let m'e stress that a country's idecisidn about whether 

and when to participate in this Interim Trade Pregram is up to 
that country. Current CBI benefits would be maintained for 
countries choosing not to participate. I 

other commitments 
~ " ! I

Labor 

The need to pursue internationally :recognized labor 
standards is enshrined in the criteria f9rthe CBI. We, simply 
want beneficiaries to understand that the current CBI worker 
rights criteria apply to the Interim Tra?e Program. 

I 
Environment I 

i 
CBI beneficiaries would agree to work towar~ implementing 

their trade and investment policies based em the; principle' of 
sustainable development. We see this commitment;. as being part of 
the CBI nations.' current eligibility cri~eriato "contribute to 
the revitalizat,ion of the region" and "tp promot;.e [their] own 
economic develcipment." , ' 

I 

i i 
J " , 'RATIONALE 

, ,: I 
We belieVE! the Interim Trade Progra~ is a c,bnsistent package 

of measures desligned to achieve mutuallY: acceptable and 
beneficial objectives. countries in th~ caribbean Basin 
expressed thei:l:~ concern about investment flight. The measures in 
the Interim Trade Program -- market access for textiles/apparel, 
joining the WTO, investment and intelleqtual property rights 
conditions, conunitments on 'labor and th~ enviro~ment -- all 
enhance the CBI nations' ability to attriact investment and to 
compete on the world market:,' i I 

We also bE~lieve these measures wiLl help prepare countries 
in the Caribbean Basin for the eventual lexpansion of the NAFTA. 
These steps arE~ part of the "building block" approach to 
improving standards in the region. ! .. 

Thank you. , I

, I 

i I 

'I 
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STATEMENT OF i 
DEPUTY U.S. TRADE REPRESENTATIVE CHAJiLENE~ARSHEFSKY 

BEFORE mE HOUSE FOREIGN AFFAIRS COMMITTEE 
ROUNDTABLE DISCUSSION ON: EAST ~SIA 

JUNE 15, 1994' ~' 

. I, 

Trade is central to President Clinton's vision of our future: in the world for, in the 
President's words, "Open and competitive commerce will enrich us as, a nation." He has 
stated clearly, and continues to believe, that economic secbrity is key to our collective . , 

secunty. i 


I 
 , 

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 ~portance of ensuring access for our 
exports to two of the region's most important markets, Japan and China. . . !. . I 

It is important to make clear, however, that the Clinton Administration's trade policy toward 
the region is not a Japan or China trade policy. The regipn is far too economically diverse 
and culturally rich to pennit such a simplistic approach. [The other c~untries of Asia are 
economically significant. For example, ASEAN collecti,,;ely' is our fourth largest trading 
partner, and we export 40 percent more to the rest of Asia than we do to Japan and China 
combined. . i 

i . , 
East Asia; like the United States, has an enonnous stake in an open:trade and investment 
system. Continued growth in the economies of East Asi~ depends' now, as it has in the 'past, 

. on access to overseas markets. The share of the wOrld's/manufactured goods exports from 
Singapore, Hong Kong, Taiwan, South Korea, Indonesia, Malaysia, and Thailand jumped by 
nearly two-thirds between 1980 and 1990. During the stPne period, .the figure for all 
developing countries rose by only one percentage point. I . I f 

, 
I 

Ever since President Clinton took office, he has taken action in support of his goal of 
expanding open trade and investment. Just as the Clintdn Administfation has pursued 
expanded trade opportunities globally by successfully c()pcluding the Uruguay Round 
negotiations, we have not hesitated to pursue higher disqiplines on ~ reciprocal basis with 
individual trading partners. The North American Free Trade Agreement is evidence of that 
commitment. ' . 

We are actively pursuing bilateral market-opening initiatives with virtually every trading 
partner in the region. From Japan and China to Singapore and AU;stralia, our agenda ranges 
from services to sttmdards to tariffs to intellectual pro~rtyrights. , Our efforts to obtain fair 
treatment and market access for U.S. goods and servic~s in individual countries is a 
cornerstone of our trade expansion efforts. I ' 

i 
I , . 

Under President Cliriton, we also are actively pursuing:a supplemental set of initiatives that 
recognize the vital importance of U.S. regional economic inter~sts'and aim at putting in place 
a structure to expand trade and investment ties on a regional basis. . 

I,,,, 

! 
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A significant and innovative program was initiated in the rrgion in N6vember 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). 

1 ' , 

The AMG is a set of specific programs that merge policy, icommercial objectives, and 
fmancing opportunities. The goal is to foster economic g~ow~h and c~eate 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 ~d mediuIll-sized enterprises, 
infrastructure, technology cooperation, human resources, standards, and trade promotion. 
While working coope.ratively on AMG programs, we will !accomplish 'many of the trade 
policy objectives of the United States ..' Most important, we will inc,re~se the volume of trade 
by reducing the many frictions and barriers standing inits, way. ';;. . 

i 
I 

In an even broader re:gional initiative, we are working with the 17 members of the Asia-
Pacific Economic Cooperation process (APEC). U.S. export,s to every APEC economy grew 
by at least 50percent 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. :exports wi~pin APECnow account 
for almost 60 percent of U.S. merchandise exports. 

i 
We see APEC as a cornerstone of our shared commitmeqt to expanq:trade and investment 
throughout this region, and APEC has an ambitious wor~ program. Practical programs, such 
as those in the areas of customs procedures and technical, standards, will reduce transaction . 
costs for businesses in the region. Cooperative programs' in human resource development 
and those on behalf of small and medium business enternrises' raise the quality of human 
capital in the region, '. . i . :' . 

. APEC activities bring together officials from the region in ways that stimulate 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 thei.f 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 ~in~e last N~vember. Substantive 
meetings have taken place at various levels and on varidus topic~: .:standards, investment, 
and customs officials; Finance, Environment, Trade, and Fpreigri ~inisters; and . 
academicians and business people. Each has met undet/APEC auspices and all are forging' 
the links thatwill accelerate the flow of goods, services:, people~aqd ideas in the region. 

Our trade policy toward East Asia is a pragm,atic, markh-oriented~licy aimed at expanding.' ,. . 
opportunities for U.S. exporters and creating economic igrowth for the benefit of all countries 
in the region. The Clinton Administration'S regional and bilateral initiatives are 
complementary means of achieving these objectives. I . .: 

.. I 

I' , I 
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Asia has been and will continue to d6minate'the trade agenda, 
for the next few months. Japan obvi.ouslypas the attention 
not only of the public but of thewor~d. Ch~Iia will be the 
next area of focus when the Administration reviews MFN 

, 	 " 

status. But, I would like to emphasi~e that'there is another 
,Asia besides Japan and China. ASE{\N" collectively, is our 
fourth largest trading partner. We expprtalmost 40 percent ' 
more to the rest of East Asia than to! Japan and China. To be 
sure, the sheer sizes of the giants demand o~r attention, but 
'the other countries of East Asia, whIle indiv,idually smaller,' 
collectively provide a dynamic-mark~t for '"Q. S. exports. 

, , 

, " ,''Japan 

, ' 

I 

I 
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political leaders in an effort to find a ~uluallyagreeable 
approach. Early on, we recognized that the bureaucracy . 
would resist any changes. For that re,\son, Secretary Bentsen 

'visited Tokyo on January 23 to convey! the rne;ssage that 
cosmetic agreements that yielded no ref.ll ;change in the 

" !';

Japanese marketplace would not be acceptable~~ Ambassador 

Kantor visited Tokyo to reiterate that message: to the Prime 

Minister, merrlbers of his cabinet and other' senior officials. 


. . I " 

Despite these efforts and all night neg6tiations::prior to' the 
meeting; the Japanese refused to accept the key Framework 
principles: tangible results and quantit~tive and qualitative 
criteria to evaluate those results. In short, th~ 

I 

President felt it 
was better to have reached no agreement than :an empty 
agreement. Weare now assessing the iviability of the 
Framework as the primary means of addressing Japan's 
economic imbalances with the rest of the: world and examining 

. I .


options for dealing with those imbalances. ' j 
 , 

I 

I , 


The cellular telephone case is a clear e~ample of the problem 
that exporters face in penetrating the J*panese: 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 w)1ich the 1989 a.greement was 
the most recent example. The Japanes~ gover~ent promised 

, I ' 

V.S. industry "comparable access" to the Japanese cellular 
telephone market. Yet they consistently suppo,rted actions 

. I .' 

which impeded' such access. The mat;ket access barriers 
erected against the highly competitive 0.S. industry amounted 
to an exclusion of V. S. manufacturers lfrom the crucial 
Tokyo..cNagoya market, a market corresponding in size to the 
Washington-Boston corridor. I . : ,I' .. . ' 

I, 

, ~ i .' 
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The next step under the 1377 process i!s to 'develop a list of , 
Japanese products on which to levy sanc'tions' equivalent to the 

I ' 

lost sales to U.S. industry. This list, ~ill be,'rublished by 
mid-March, followed by an opportunity for public comment. 

, , I': 
, , " I " ' 

While the ,1377 review took place 'larg~ly outs~de of the U. S. - ' 

Japan Framework, Japan's behavior injthis se9tor is an ' 

excellent exanlple of why we need to Rursue, t,esults 

orientation in our trade agreements wi~h Japari., Key aspects ' 


, of the '1989 agreement lent thenlselves Ito delax and ambiguity 

in their implelnentation. Use of criter~a such as that proposed 

within the Framework might well have, averted this latest 

episode of frustration. Had we soughti a date by which the 

Tokyo-Nagoya market would have been open,: 'or other 

guideposts, both Japan and the United ~tate~ : would have had 

a clear and unambiguous indicator of conlparable access called 


, for in the agreement. I" , , ' 

, , 

, For our next steps, the Administration is' revi~wing a number 
of different options. Our response will be p.rompt and 
responsible. But our goal remains to qpen Japan's domestic 

, market to cOInpetitive foreign goods and services -- for U. S. 
companies, for other countries and for: the world trading 

I \'" ' 
system. " I,I " 

I 
i 

, China 
, 

i, : 
; , i . 

The other Asian giant -- China -- presents similar problems. 
, ,I' 

The growth of our bilateral, trade relatjonship :with China over 
the past decade and' a half has been dr~matic, although largely 
one-sided. Our two-way t@de has growJlfrPrn~ billwn in 

, ' 
i 

I 
i
I, 
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1979 to more than $41 billionin-1993 ~' The United States is 
now China's largest export market, with more than 30 percent 

, I" 

of China's exports going to the United States.: Americans 
imported $32 billion of Chinese goods: in 1993,. ' 

I 
I i 

The challenge for China is to ensure tha~ we 'don't fOllow the 
experience of Japan. The China trade jagen(la: ,will concentrate 
on four areas: nlarket access, IPR, servIces,: :and GATT 
'Accession. In the Textile area, the U~ted St~tes and China 
already reached a three-year agreemetit that substantially 
reduces China.'s access to the United States and establishes 
rigorous procedures to prevent further iquota violations and 
strong penalties in the event 6f such VIolations by 
transshipment. ' 

With respect to market access,' Ambassador !Kantor 
determined in December that China w~s substantially in 
compliance with its 1992 market access agreement. ' 
Nevertheless, we need to pursue sonle: specific areas., First, 
we expect significant liberalization of'quantitative restrictions 
on the remaining products on the Agr~ement annex dealing 
with computers, medical equipment and heavy machinery. 
And second, in agriculture, we need t~ ensure, that sanitary 
and phytosanitary standards are based ;on sound science. 

. : ' 

'But oyerall, the market access commitplentsare: being met and 
'~ I' : 

they will bring about unprecedented access for, U . S. 
companies to China's market in yirtually all' of our key export 

, i"'sectors. I 
, ':. I 

! 

The problems in the area of intellectu,U 
I 

property rights 
mimics many of the IPR problems in the region. The issue is 

'i ' 
! 
I 

I 

1 ;! 
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not adequate laws or regulations that aJe consiktent .with 
international norms. Rather, the probl~ms r~late to ' 

, , " 'I 

enforcement of those laws -- a far more difficuit problem to 

address, especially since those laws are enforc¢d at the local 

level, not the national level. The extent of those losses are 

significant. V. S'. industry claims that they are! ,losing over' 

$400 million annually in copyright piracy alope. 


, , I':, I'! 
, , i, I 

If our experiences in the rest of Asia are any guide, 

continuous pressure is needed to achie"re results . Ambassador ' 

Kantor placed China on the Priority W~tch List in Novelnber. 


I ' 

If China does not take effective enforcement measures to 

protect V. S. intellectual property, the da~ger increases that 

China would be identified as a priority! foreign' country ~ 


ii, 

, ! 
I 

In the services sector, V. S. companies :that have entered ' 
ChIna's market are severely limited in ~heir ability to expand 
and to provide their full range of products and Iservices to 
Chinese custorners. In most instarices,! V'.S. ~Rmpanies cannot 
offer after-sales service, do not have d~rect aCgess to sales and 
distribution networks, cannot wholly-own theif' own retail 
outlets, are restricted in their right to operate leasing 
companies or holding companies in Chfna, ,and, are, otherwise 
restricted in their access to a vast array of blls~Bess and local 

, customers. If V.S. industries are going to establish a long
term and successful presence in China's mark~ts, they will 
need to be able to draw on a highly ar~iculateq: services 
sector. ' 

, I, 

'The n1arket access agreement' Sets the ~tage for the opening of 

, China's potentially extensive n1arket fo:r services. ,We will 

begin formal bilateral negotiations with China' on services in , 


, , 



i 
. f 

". II 

Beijing on March 2 and 3. We expect: those negotiations to 
lead to China's market for services opyning to: U. S . 
conlpanies. : ' , 

I! 

, , 

GATT Accession 
i 
I , I 

GATT Accession could become a majqr 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 Chi~ is able: to negotiate an 
"acceptable protocol" of accession. I~ such a! protocol, China 
would have to agree to eliminate its GATT inconsistent trade 
practices that 'will further open itsnlarkets. We have been 

. . 

able to write such protocols in a weekend as ip the case of 
Mexico or over 14 years, as in the cas~ of Ttinisia. 

ASEAN 

Our trade agenda with -the rest of Asia" while: not as visible 
and contentious as with Japan or China, is jus~ as important in 
aggregate terms. Exports to ASEAN eountri~s, for example, . 

I " 

have grown By almost 20 percent annu,ally oVt!r the last six 
years. Our exports to Taiwan and SO'ijth Kor¢a have also . 
grown at double digit rates, but more lmportaptly our deficit 
with Taiwan is half of what it was in 1987 an~ a quarter of 
what.it was in 1987 with South Korea. . 

In the past, our Trade agenda with ASEANhas been . , 

characterized by individual disputes over IPR and worker 



~, " ' , , ' 

" , .I. , 


rights issues. "While the'ren1nants of those issues ren1ain, 
, I, ' ,

substantial progress has been made those areas!.1 For example, 
Ambassador Kantor a few weeks ago announced that we were 
suspending the worker'rights review of! IndoneSia. Indonesia 
has made significant progress and whil¢ more remains to be 
done, this suspension removes an irritapt to an' otherwise 
growing trade' environment. '[ 

I 
, , , As a result, we have reoriented our trape policy with ASEAN 

through the U.S.-ASEAN Alliarice for jMutual'Growth. This 
new program combines our trade pron10tion and, policy 
objectives so that we are using coopera'tive pirograms in ways 
that will encourage policy reform -- an~ pursu~ng policy 
reform in ways that do not impede our: trade promotion 
objectives. In particular, we will be cQncentniting on policy 
reforms that have commercial significance.' " " 

! 
I 
, ( 

What the Alliance does is establish an intermediary 
mechamsm, a more constructive appro~ch, to promote U. S. 
business and commercial interests along with 'policy reform.' 

I, 
, 

Indochina , i 

I 

Indochina is the region of high expecta~ions.,'.The lifting of 
the trade embargo' against Vietnam has,signalled for many a 
urge of trade opportunities. Howeveri, normalization of trade 

relations with Vietnam will be a complicated process and 
I " . 

could be along process. First, POW/~IA issues remain a 
top priority for the Administration. W!e expect additional' 
progress on these issues as a result of the lifting of the 
embargo. Second, human rights issue~ are important. The 

I 



" 
, " ' : ' "I 

State Departrnent'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 worket ' 
rights. Vietnanl has agreed to hold biiateraldiscussions with 

i . II 

us on Human Rights issues, and we pl~n to begin these talks 
soon. 

. i 

I, 

'11 
:, 1 

,i 
I ,i 

Assuming progress on all POW IMIA andfIuman Rights 
issues, normalization of trade relation~will 'still be complex. 
Legislation from MFN, to OPIC insurance, to Eximbank 

loans, to GSP all have restrictions that will affect the 


L!!.ormalization process. ; 

, I 

, ~ , 

But until progress is achieved on the major issues, the trade 
(, ' agenda will remain dormant. , The' corollary i~ that once those' 

issues are resolved, the Vietnam trade; agen~i will be active. 
In'the interim, the lifting of the emba~go wiUcreate 

, opportunities for' U. S. companies and iallow'them to' compete 
with Japanese, French, Taiwan and Koreancbmpanies in this 

, emerging market. I 

, !:Korea and Taiwan 
, I 

i ' I 

Our Trade agenda with Taiwan and Korea has taken a turn 
,from product specific trade, conflicts tpward ~I broader ' 
approach to trade issues. In Korea, the Dialogue for 

, Economic Cooperation, has addressed: econpmic issues from a 
systemfc perspective . ..- The DEC aimsl at liberalizing the 

, , , ,I 

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 ' , ' 

I 
I , , 
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I 
regulations that create a negative busin~ss environment for 

foreign companies. . The peeling away pf these regulations, 


• I . I 

although difficult, is a major objective ;of Pres~dent Kim 

Young-Sam's five year plan andtherefore weare optirnistic 

that we will be able to deal with many !of the product specific 


I . 

issues by addressing the underlying systemic problems. 
I . 

. 	 I .; 

I ' 'I: 


. In. Taiwan, we have conclu.ded a. Tradei and Iny~stment 
Framework Agreement WhiCh wIll change. the .~Ialogue from 
one of simply addressing current trade !problems to working to . 

. 	 " " . 

forestall trade conflicts. This change ip approach has been 

made possible because of the dramatic :improv~ment in 

protection of intellectual property. 


APEC 

All these bilatieral and subregional initiatives aim at improving 
the U. S. market share in thisdynamic iregion'. Expertspredict 

. that East Asia will double it aggregate :gross, domestic' product 
by the year 2002 to over 12 trillion dollars. :By contrast, 

.' . I. 

Western Europe is expected to grow at about, a2 percent rate 

reaching a GI)P of about $8 trillion. Latin America is 


I ' . i 

expected to grow to a $2.5 trillion GD,P.' Ev~n North 

America's GDP is expected to reach omy about $10 .trillion 

by 2002. 

. I 


I 

All these statistics demonstrate why soi much ~mphasis is 
placed on East Asia by this Administr~tion. ' But the diversity 
of the individual economies within the 'region idemonstrates 
why APEC -- the Asia Pacific Economic Cooperation forum - . 

. I. 	 . 

- is so important. Since its establishm~nt in: 1989, APEC has 
. 	 • I ' 

.. I 

';, : 
, ' 



'f 
, , 
i 
I 

evolved into the most promising forum we haye to promote ' 
greater econornic cooperation and trady liberalization in the 
region. :: 

, ! ' ~ 

APEC's ten working groups concentrate on developing 

economic cooperation initiatives and activities · with real 

benefits to the private sector. For eiample, :the energy 


, working group is actively' promoting c~ean coal technology, 
energy efficiency and use " of alternative fuels. ,The 

, Telecommunications working group h~s worked closely with 
the private communications sector and imembers' 
teleconm1unications authorities to prod4ce a", ;. 
telecommunications guide. The transpqrtatiori ;working group 
is surveying transportation bottlenecks, ill~ the'region. These 
are some of the examples of the type qf practical work that 

• • . ,!i
APEC IS dOIng.; " ;'. ': ' 

In the trade area, the APEC Niinisteri(;l,l in Seattle concluded a 
Trade and Investment Framework and I 

I 

established a 
Committee on Trade and Investment. : APEC ':S trade 
committee is concentrating on practical steps tp facilitate trade' 
within the region: such as an electronic Tariff Databas~, . 

I , 

descriptions of regional customs proce'dures: and practices, 

identifying administrative barriers to rharket access and ' 


, I 

publishing a guidebook on regional inve~tmen;t regulations. . 
, • I I " 

The success of the Committee on Trade and 'Investment will 

depend on whether practical results can be achieved. 

.' : ' 'I 

I 

APEC's Trade Ministers will meet in IMarak~sh to give 
further impetlls to APEC's trade agena~L And in November, 
APEC leaders will again meet -- in Indonesia. ~- to continue 

I, 



I 

I 
. II 

i 
: ' 

the dialogue that President Clinton starfed in Seattle. APEC 
has become the unifying force within the Asia/Pacific region 
and as the APEC economies further integrate, ·export and 

. . I 

commercial opportunities will expand even further. 
I 

i 

Summary 
! 

The Trade agenda for Asia represents *shift in focus from the 
Atlantic to the Pacific. It recognizes that this ,region is likely 
to be the most economically dynamic. iBut that dynamism will 
achieve no benefits to the United State~ if we are excluded 
from the marketplace -- as in the case ofJapa~, China, or, to 
a lesser extent, Korea -- or if those economies, falter because 
of infrastructure bottlenecks as in the dase of Southeast Asia 
or China. . i ' 

I I 

i 

NAFTA and the Uruguay Round are b~hind us. Asia and the 
I . 

Pacific are the next and continuing cha~le'nge. " 
; I 



I I' 
, I' 

I' 

I, 
; I 

GLOBAL BUSINESS FORlJ~ 

June 22 '1994
II ; I 

, 
!', 

Ambassador Charlene Barshefsky 
Deputy U.S. Trad.e Representative 
Office of the U.S. Trade Representative 

, I 

600 17th Street, N.W. 
Washington, D.C. 20506 

Dear Ambassador Barshefsky: 
I 

Thank you for a delightful and very I sUbstantive interchange 
on ,June 15 on U.S. trade policy in Asia, including the relationship 
between trade and other iS$ues such as labor an'd ienviromnent. 

We have always been very impressed with the1high calibre of 
leadership and expertise we find at USTR.: " " 

I hope you ~ill someday give us another 9P~~rtunity to meet 
with you. 

Sincerel~, 
i ! I 

F;1~ 
John A. Erhardt 
Executive Director 
! I

JAE/lmm 
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1 international practice group. In 199:3, sh~ .was appointed to 
, 'i 

2 her pres,ent position as Deputy United States' Trade 

3 Representative, with responsibility ~or a number of regional 
: 

4 and functional areas, including 'the ~sia Pacific'Region, 
I 

5 Latin America, intellectual property~ and ~~vestment. So, 
, 

6 without further ado, let me introduce Ainbassador Ba:r:-shefsky. 
i 

7 (Applause. ) 

0v 
 i .,:~ 

HON. MS. BARSHEFSKY: Hi. : I'm not sur~my co

i 
I ! , 

9 panelists clre, but it's nice to see ; someone , here from the 

iO Clinton ad.ministration on time. AlsO nice' to be among 

11 lawyers again. That's ,something that I miss, ~lc~l.~ly 

12 ,?::i u~ kihd*'M: l>e!Rg .n~ spak: 8ft! t 1!!l:L In any event, 

13 r-m",responsible., for .Asia Pacific anp. Lati'n 'America in terms 

14 of regional areas, and I thought w~at I ~ould do is simply 

15 take t:-'thrOUgh the two' regions, tell you, where we ar~ in~O, , " ~ 

16 trade pol:lcy terms, and, ~t1 lm,ow, !I ..... l'happy to answer 

17 questions if we have time.ana :1:£ we ha"e ttme, to fill~ 

18 Let me start with· Japan. I You know that last July
I 

-- i 

19 at the G-7 President Clinton and then Prime Minister , 
, " 

20 Miyazawa entered into a framework ;under" which Japan made two 
, " 

, , 

21q ...r:g:rnerie sJeries of commitments. The first, :was on , " 

22 macroeconomic reform,' where Japan;agreed ,to spur domestic 

23 demand-led growth, so as to aChieve'a highly significant 

24 reduction in its global cU:rrent account surplus and a 
, ' ": -': 

25 significant increase in global imports;of goods and 

Heritage Reporting Corporation 
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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 thiliH; woC the rest '9f the world. 
; 1 

4 Japan ~econdarily agreed that it 'would negotiate 

5 agreementsl in a' variety of sectoral and structural areas 
, \\ () 

6 which wefe~ divided into five baskets of issues, groups of 

7 issues, among which were government procurement, the auto 
, , 

8 sector, economic harmonization, deregiJlation and enforcement , a
9 of existing agreements, we, tabledr s~ries of proposals 

10 last Septt:mber in four priority areas that, were designated 

11 as '~he first for agreementif~' ""!'tICe@! ~Qlt'Jg 'Japanese 

12 government procurement of medical equipment and technology, 
. • I • 

13\ Japanese government procurement of teledOnlmunications 

14, equipment and services, insuranc~and autos ,and auto parts. 

15 ,Negotiations proceeded on two bases. ·h~st:, ,process and 
, , 

i 1 • , 

16 procedura.l issues related principally to:deregulation of the 

17 Japanese economy, and second, devising ~'way in which the 
. ,',: 

18 effect of: these agreements .£ould be measured in the 

19 marketplace, That is, process and procedural agreements 

20 alone were deemed by thi~~inistration: as not enough, but 

21 process ,clnd procedural form and deregulation ought to have 

22 some be~::icial effect in the marketPla~el\on foreign ~ 
23 imports~ ~nd we wanted a way of measuri~g, that impac;",fe,bmMJ Ii) lq t 
24 Talks broke down at the f~,rst:- heads ,of state meetin~ the 

25 first of two to be held each year at which economic issues 

Heritage Reporting Corporation 
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1 were to be discussed~ And they broke down: principally 

2 because the Japanese had no real intent'ion'of negotiating 

3 agreements that would impact its,own market. 1 It had some 

4 interest in negotiating modest process and procedural form, 

5 but onlY,modest, and not much interest beYFnd th~-

6 qertainly no interest to effectuate a subs~antial increase
IY\ ' : , 


7 ~ global imports of goods and services to' which it had 

, ' 

8 committed. The administration, therefore, ,at 8ftll8 td:me 

9 walked awCi¥ from the talk~with PresidentCl:inton stating to 

10 then Prime Minister Hosakawa that it was better to reach no 
'. ! 

11 agreements than empty agreements, and our ;vi~w was that the 
, \IJ6\A[~ V\ i(A/e ,~ 

12 agreements we could h~eached~A:mpty. 

13 E'ollowing that! but unrelated to: +,t, Japan was 

09 llular telephone and equipment 

into almost, a decade before. 

16 followed by a second file y ea1 S =efere, 
" ": ) 

17 which was followed by a thir')t:k,g (nUll'S SE!l,f~, all of which 

18 had been violated. We threatened retaliatibn, and 
. [,. 

19 subsequently negotiated a very good agreement with the 

20 government of Japan for the bUild-out(guarariteed by the 

21 go~ernment of Japa~Of the cellular phone' system it had 

22 promised to build in the TokyO/Nagoya corridor, a system 
, , 

23 which would be compatible with North Ameri,c~n analog 

24 technology, and one in which u.s. producers, figured to win 
/

25 substantial market share. Following that, 

Heritage Reporting Corporation 
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I 

1 issued our annual national trade estimates re,p,ort. in~ 
: 1 

2 we cataloged. trade barriers, around the world ,:; ~ focus 

3 very heavily on Japan. ~ follOWing tha~Japan issued :ts 

4 ~luntary ~:tion ~lan - - this is at the' end of March this- ,;"'- '-
year, which was a plan designed to promote ;deregulation in 

6 its economy. We indicated that the plan w~s :insufficient, 

7 vague and UI"lfinished., '. ' 
ML '7 t.1 :' 

8 Where "we (MrQ now~:is t:mtt "'Y.e and the Japanese met 

9 about three weeks ago. They had wished to.come back to the 

bargaining table. We thought that wi. 9 E we ;thought chat 
~ 

11 was desirable, but only to the extent we were going to make 

12 progress. l'le had no desire to talk just to talk. 

13 ~ld we reached an agreement three weeks ago on , ' 

14 three critit::al issues, without which· we' sa~d we would no 
, 'I 

longer negotiate. The first was that Japa~ ~greed 

16 explicitly that ,substantial increases in market access and 

17 sales in the Japanese market of foreig~ goods and serVices 

18 would be the goal of the sect~ral agreements; second, Japan 

19 agreed to the use of both qualitative and qUantitative 
. 1o.~aL'1LjL-;" 

measures in the marketplace ~Athe way in wqich these 

21 agreements were producing resul ts ; and, last" 
, . 
: Japan

" , 

22 reiterated its commitments on the macroeconomic side to 
~ 

23 \stimulate d.omestic demand. W~ re-engaged, in talks, and 
t II 

24 those talks are going on~both here and ,in Tokyo in the~ 

four prio~ity areas. We~ also re-engaged in talks onA " 
Heritage Reporting Corporation 

(202) 628-4888 

; I, 



1 

2 

• 

8 

ellectual property rights protection, as well as on 

services, and next week we) will re-engage in ·talks 


3 on s;r;:ass.,. a. sector characterized· by what the Japan Fair 


4 Trade Commi.ssion called an oligopoly. 

~:0Jl,t 

5 	 ~ So we ~ moving along. We dOW-:" have a deadl ine 

\~ . 


6 in mindAwhem these agreements need to be completed. I think 


7 both sides feel we ought.to proceed apace:and see if we 

~I: 

8 can" 	resolve these issues, but we dofttii: want to set any 

9 artificial deadline ~Oi1 Chts. Our hope is ibr good 

10 agreements .. 

11 China. The President, as you know, made a very 
I 

12 courageous decision in calling a spade a spade with China, 

13 which is to say he del inked human rights fr~m the annual MFN 

14 debate, doing so on two bases.· One, admitt:~ng forthrightly 

15· that in thl~ view of the -4nninistration ·Chin~ had not made 

16 overall si9nificant progress with respect: to human rights, 
i 

17 but second, indicating, which was also the case, that the 

18 MFN linkage· was proving coun~~q>roductive; 'to any real 
. l~\\i\'tA~ ~:. 

19 progress o:n human rights II "not prdtluctive ~GW8:rel ie aftEic E:ft!t~ 
~ . , 

20 in that si~uation you~ Atwo choices. You either decide the 
. ~--V 

21 goal was~ worth pursuing, and of course the goal of human 

22 rights in China is absolutely worth pursu:ing, or you 	decide 
ON... 

23 the goal is worth pUt"suing, but the way in which you'~ 
{\'O'f 	 .; to..t~I~SI \ 

24 going about it i8-. ri~ht ,and ,~vteed tio. change ell" t ~ and . \J 
\lbl~25 that ~Xhat was changed. So we ~delinked human rights 

Heritage Reporting Corporation 
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.1 I 	 9 . , ~ '! 'I 

1 from trade" and will substitute in its' pl~b~ a variety of 
,I , 

. 	 " . !, - ,', . 

mechanisms 'designed to promote' human r:ighte(on a' more 

- , " Ind~ '~l , " : 
l 

3 sustained basis in China working a lit:tle: ,p\ere in concert' 
..J 	 l, ',: 

~I 1:: ~ I'• 

4 with the Chinese government ',' 	 :':,~ , ' 

5 	 'rhat aside we have a numbe~ ofl'tirade issues withI 

6' China that are ,on the agenda. 'On the ;market access s"ide, we 
, 	 , I'; : f 

made terrific' progress last year' in effeci'irig very I very 
, ' : I", 

8 important market access in' China for hund':r::eds of industrial 

9 product,- electronics produ~ts~~ higll:,J~lue-added .big 
I' 1\ 	 ~,,: 

10 ticket items for J:S' producers. We"alSO: :;achieved gains in 

11 the transparency :i..J,c. China I s 	 trade reg~me f;~d in its' overall 
'\S ~~:, ;,1 

12 regulatory structure. There-.Ja huge ,amount left to be 
A ! i~: :,! 
'-' l' - 'I . 	 I i ~ ,13 done, to be sure. 

I.' ii",; , 

14 	 On services, we have finally gqttbn the Chinese to 
; ,.- I ~ 

15' ,agree to engage in bilateral services:negdttLations with us. 

16 This was something that for years they hid ,refused, and 
, ' , 
I , ' 
! j! , 

17 those negotiations began in March in fiv~,or six different 
I I ' 

, ' 	 , : !.' ; ~ 
18 service sector areas, ,among_Which are 'in~orination services ': 

19 ,telec~inmuIllications services and the' like J ,', ,I, 

20' 	 With ,respect to intellectuat pr9~erty rights, 
, I :, 

21 while China has almost world-class laW's on,~the books" theyt 1 ' 

22 dOrXf.enfclrce them~' ~Ii ••Qn ~ intellettual property 
, ' \S<b V\~J " c;:: ': i 

23 rights ~we are ,very close ,to designatiI1;g ,China as a a'~Hl,'\,( 
24 priorityf:oreign country under specia~ 301:,'and initiating 

. I.' I 'i 

. 1 ii, 

25 301 case clgainst China. And we will ao that if there is not 
, 	 " 

. \ f' I I
,; I' 
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1 

2 extrslordinary progress. 

. : I 

. ~ . IIr 10 

progressbeewe8R esa June 30, ~nd we do~ 

3 , Last, GATT accession~ China would' :like to, quote,.• 6+ 
4 "resume" i tEl membership in the GATT on· the: basis t;fta-&~-e-'\VC!Ii:iI 

an original contracting partner and on the,basis that 


6 resumed memlJership it can grandfather its ex;:i.sting trade 


7 regime. We aM- Europe .aotMi.. Japan and just abc;>ut everyone 

.J :/ i ""~~ ltA\y\(\ \s . . 

8 else in the world has. said~ll, actually" yeti' re not 

\"\ IJ Lh~». h"Y . 


9 resuming anything. - ¥ou herrv""e to accede anew to the GATT and 
I 

the WTO, and that means very substantial a~lteration to ~\~S 
11 trade regime, not only on the tariff side bu't on the non

,.../ 

12. tariff'sid~~ services, investment, intellectual property and 

13 the ~odes ..e.G- which as a membeL of thec_~-C~ 
\ , , 

14 Those talk~, are actually going pretty well. ': China has made 

a lot of movement, certainly not enough, but they are moving 

16 and I think. appreciate better that they will not enter the 

17' GATT on th~ir term~ they are going to have: to enter the 

18 GATT on GA'IT terms and on terms consistent ~ith all the 
\ ~ , , : i 

19 other nations of the world. So that~ the China situation. 
. ~" N.MN.\\~ u-- /' " ;. 

, Korea_ f!!ry hard place"'llto do business, ~ Nothing 
-\)\)v\\\L\,\: . 

21 is res judtcata in Korea. You think you resolved the issue,-......- 
, I 

22 you're quite sure you resolved the issue, and two months 
. ',5 ,'. ~ 

23 later therE~"'" the issue allover again. Kotea~Ain a 

24 difficult ~ituation. It is too high wage,~or Asia and too 
\S

low tech fc:)r Japan. So it~ caught betwixt, and between and 
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1 is going to have to make some very significant changes in 
. ! • *! i 

2 its trade regime if its to remain competit.ive and a magnet 
. i I' ,\ 

. ! " 

3 for U. S. irtvestment. Korea is the orily co,:!ntry in all of 


4 Asia that has suffered net disinvestment because·of its 

_ - (f. 

5 ..trade regime~ ~ghly regulated economy, highly 

6 discretionary and arbitrary action on the:p~rt of trade and 

7 customs off:icrials, corruption :tR a: p"vtl~,.and~'fT7Fal!, a 

. ().A\ -\, l!v'\L' . J . ; 


national ~~r user that tends to eschew imports and looks 
. I, . . 

9 disfavorably upon those who buy imported products. ~ Korea 

o has a ways to go~ We have in place a mechanism for dealing 
4

11 with Korea negotiat~agreements with th~. . I think we 

12 have achieved modest success using that mechanism. and we 'I\I~\\" 

13 are in the process now of deciding how ~proceed next. ~ . 

14 .~EAN. The ~SEAN countrie,: Mai~~Sia, Indonesia," ~. 
15)-- that grottp of eOttIUa:ri:8&.c is collectively the fourth largest . 

i \~ 
16 trading partner of the United States. It~ a very dynamic 

17 region. Mclrkets there, given the level of ¢levelopment, tend 

18 to be rathl~r open. U.S. inv:~~~~enc~~raged, typically 

19 as a countl~rpoint to ~ Japanes1' and by· find large, the 
.' . 

20 trading relationships in that area are posi!tive, but for the 

21 exception of worker rights issues and GSP~' which affects 

22 principally Malaysia and Indonesia. : I i 

23 lRe have in place with the AsEAN n~tions something 
....... . 

24 that we inaugurated last· Nqvember called ~h~ Alliance for 
. i 

25 Mutual Gr:owth, which is an alliance that for the first time 
I I ,; 

, , 
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1 puts in one place trade policy, trade promo~i6n and 
I 

2 financing in order to start up joint ventures between U.S. 

3 and ~EAN companies and in order to promote u.s. exports and 

4 investment i:n IisEAN. We have yet to bear a' lot of fruit 
IS S'~ill '" 

under that program because there~a lot to set up, but we
A: 

6 are well on the way, and I think that this wiil 

7 significantly boost u.S~ exports and. investm:ent .~. 

8~te ana-tnvesement in the region. '.----, 

9 India. Trade relations with India for about the 
. I . 

past decade has been anywhere from marginal, to abysmal. 


11 India was always viewed as the permanent recalcitrant in the 


12 GATT. India. is the country against whom the U. S. brought 
. 'AtJ·

13 super 301 actions and India basically said ..J:ll!le8 . ee Y~.' 

14 India .is a country which has persistently ~iolated , 
I . 

intellectual property rights. We took away::~sPf\ they said, 

16 that's okay, we don't care. So India has beEm a persistent 
N~~l \:t~V~J ) ,

17 problem. ~ ~here~~~S sea change in India, give,n the Rao 

18 . Administrati.on, and particularly given the Herculean efforts 
. . I.. A. . ~- , ! ' .. V\fI\

19 of el til!!' finance 'minister, Minister Sing, in: !attempting to 
! ' 

reform that economy and in wanting very: positive relations . ' 

21 with the United States. There is very strong desire for 

22 . u. s. business in Incli~.S. investment in Indi~-\In .part, 

23 India is being pulled by China, because it sees ie is a ~ 

24 2tAgHiiaal 'P":UCL" the region~l power will: be China, not India, 
- ,'. ' I, 

and that's disturbing to Ind.ia. In part, it is pulled 
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I~~~stIl1ent1 simply because of economic imperatives. 	 I:: isBlllt 
! 

2 flowing to India the way it is flowing "to Ch~na and other _ \ 
, : I ' 

, I : i ((l,\A nJl1 
3 regions of the world that are liberalizing~, ~nd India c:sae.J-t 

" :1 . 
4 afford to bE~ left behind. So there are ,exFrrordinary 

. 	 I,: II 

. 5 developmentl6 going on there, so much so th~~,'we and ~ 

6 India\1lli wiLL revive and ~conomic ~ubCO~iS~i6~WhiCh for a 
- -, .1:: . 

7 number of y.~ars before ,the mid- 80s had bee~ quite effective 
:;' II . 


8 in resolvin~3" t.rade disputes _w.ieB. I:eEi:ia, j n: ,nhk; 09 aeoc:~ 


9" fina:esial .m.atta;t's .Ad eo OfF. That w:tll eereui"4ed-. I thirik 

10 . the agenda ltfill be narrow, focusing onissl.les largely of 

11 interest to the United States, but alsq, Ob~~ously, 
, " 
" "', II 
, 1 

12 including i:ssues of interest to India, :and, W:E;! look forward 
, " 

13 to that being put into' place. 
:1'1\ : . :I~ 

14 Vietnam and Cambodia. (\ Camboqia ~e~ very close 
I 	 i·i 

15 	 comprehensive trade 'agree~ento~' Thetoreea~ 
. tn 	 , "(\ 

16 only' is tpe ~est;ioft whether Ja~kSoh-,ya~ck aPl?lies 
i 	 ., 

17 to Cambodia and/or whether Column 2 rates :o~, duty apply to 

18 Cambodia" so that one would need legislatibn; to get c:t1ii'b MFN ' 
. .-- -f~ .- :" .• 

19 rates of duty. itdHi ~hat'"a legal iss~e, ~ut the will is 

20 there to conclude an agreement. 	
! 
i' 

i 
21 	 Vietnam. ~u know that we lifted our embargo

!::' , 	 I', 
22 against Vietnam with what was viewed as BligeB&8ky adequate 

23 responsiveness on the POW/MIA issue. We dO~ have full b)l)VIY'v 
. 	 AMll .' 'n ir-ol: 

24 diplomatic relations with v~etnam,~we ~A~or sometime, 
iii i 

25 until those issues are more satisfactorilY',resolved. But 
: ! '" 
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1 U.S. business can now do business in Vietnam, ,.'11 open a 


2 liaison office there for the purpose of business 

~ , 


3 facilitatio:n, ~ also for the purpose !of44e":$ 7 p,r POW/MIA

, , 

4 accounting .. ..".. I think we are slowly ,on our way toward ~\\ 


5 trade relations with Vietnam. 


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


7 America and then you can ask whatever questi~ns you'd like. 


8 The question is, what is our after-NAFTA s'trategy for Latin 


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

O'W.-.. 

10 formulating ~~ The'issues that arise are actually very, 
;' I 
I • ~ I 

11 very complicated. Of course, first andfO:remost, we need 


12 fast track author~ to do anything. Fast track authority 


13 will be appended the Uruguay Round implementing 


14 legislation. 't'headministration will go for very broad 


15 'authority to the year2001~ It~unclearyet how Congress
, f\ ' 

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


17 'extremely g'enerous in doling out punitive trade statutes and 

, t' C 

" ,I ~ 

18 not too generous,~n dol~ng out trade statute's that ~d be
'Wn 

,19 used in mo:z:'e affirmative an~' comprehensive, w,ays. So we~ 

20 have to see how that , comes out, but first and foremost we 

21 need fast t,rack authority. 

22 \ On the policy side, of course, th~ President is 

23 committed to doing a free trade arrangement'with Chile, but 

24 the ~~!9tic)n ar~ses, ~ ~ ,w a t d Ch'l"?~', e ...":Ii'Ct, h beyon, Ch';le\L~ 
,NltJ.- {,J.- ':I 


25 small'Asma1l population, trade flows are quite modest. On 
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1 the one too threatening, for the U.S. 

2 and might solidify,the beginnings of hemispheric 

3 " 1ntegraJion. On the other hand, there are some who feel OC~ 
that he4isPheric integration is complet~~~Chil~ ,

1.t I ' , 1\ , ' 

5 that .. not necessarily the way we would 10,ok at it. There 

6 are a mlmbercOf countries in the :r:,eg;ion that are not at a 
I ,+~ ,101 (11\ r''(\ , " 

7 level OJ readinessAas ~ ChileJbut~approach ,t~at level with 

8 some .work .._ The Argentinas,' Colombias, ,the:costa Ricasf ClI\J 
I -, . , . ,,:: 

9 BOlivia~ countries that ar~ 5E!iI ~ ~croeconomicallY 

10 stable, Icountries that h~ve ~ndertaken:so:~'Significant . 

11 reform 0f a, unilateral nature with respect, 1;:.0 tariffs, with 

12 respect to non-tariff measures, countries 'th~t are trying to 

13 curb corruption, countries that are interested in 

\ hi . 'd' ~. 'h14 comprffJ enSl.ve ~ra e an 1nvestment agreements,; But t ey 
vwt I to< CU\ -0 I 

,15 fre~ as readYl\.as a Chile,' and they would have to be worked 
(}.\~ , '\. " , . ~Uf1'N., 

16 Oft with t!l~. ef efte~eeulll:!:t:ies""""" others. i~ order tOl\readY.1'. '..-tWO . ,- ...,AvI ( 
17 -ti'ie!'. So question eRe for an after-NAFTA strategy is, wBfiJ~

, I ,..l",~\ H).s : . 
18 next after Chile? And the answer is ~quite unclear. 

11l,lY~ 1~ £rwn.hnt'JJ A. ' .' ' 
19 SeSIBe, is Athis 'a, NAFTA aqcessionstrategy or are 

" , y\ · 20 .~hese srpal~te FTAs with the U.S.> pcri'-"'a hub-and-spoke 

21 Cl~~~~~th~re~~n
\S -,.. . 

no decision mad~ on1~, in part
' 

22 because that~a decision that ought to be made neutrally 

23 with tlle f()reign country, not:: necessarily I~mposed by the 

United Istates. Marginally~ NAFTAaccession,would appear to' 

25 . be the desirable course, but on the other, hand, do we want 
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J. to be subject always to what Canada and 'Mexico would want 
I ' , 

2 and whatever add-on countries there are in pursuing other, 

3 trading arrangements. And the answer 'to that may be no. 

4 Third, what about all the subregional groupings in 

5 Latin America. NAFTA is a subregional undertaking. That"""'!J..)5 
, I ' I~ 

6 all it is. It~ more comprehensive than the others, it's 


11 " 'I I' . " I' . ,
7 more camp ete, ~t s more ega ~st~c, ~t s onger, ~t s'more 
, I ' 

8 detailed, but all it isis another subregior;ial arrangement. 

i f' . b' 1 " "h'9 You have ~ve maJor su reg~opa 'arrangements ~n t e area, 

J.O chief Jong which is MERCOSUL, dominated by Brazil. Wha~ 
k ir , I u1.. !.: I 

11 do you do with all Athese subregional arrangements, all of 

J.4 

which a~e different, all of which have dif;ferent standards, 

all of fhich have different rules of Orig{n•• all of which 

have' different -Eheeries M-- obligations,; Do you work with 
---- I
15 themlj>0 you work. with key countries' in t'hem? Do you

" ?~ I 

J.6· establi~h formal links between them, :Lnformal links between 

I tlM.W fhCif" l~, ' 


17 them? IDo you try and do something~comprehensive through the 

18 region ..lae.;? '~ IL; 
It~ not clear_~ow to proceed. ' 

19 

20 

21 

22 

And last, what abo¥t Asia? . If we 'focus entirely 
. ~ 1N.11 \.N£-'~ . 

on Latin America, Asia ~, YC\li""t:*e creating an economic 
, I, 

bloc. And Asia is, aft~r all, the fastest-growing region 

aLi ••Illes in the world. On the other hand" what will the 

23 pOliticll traffic bear? Could we undertake activities in 

24 

25 

Latin Jerica and in Asia at the same time?:1 And then what 

about R~SSi.a? Or what about the EU? Wbat;h~ppens to our 
: ' ,I 
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1 relationships with th~se important trading:partners? So 

2 there ark ~ variety of policy questions that needcw., . to be 

3 answered, all of which we~ in the process:qf looking at. 

4 But the ,ilegislativeimperative iscle.for; ~hatever policy 

5 is adoptld, and that is the need for fast track authority. 


6 
 S(j with that', let me open it up for questions. 
I ' 

ATJDIENCE MEMBER: For a year, the pinball in the 


8 pinball lmachine of China has been in play .• '~d now that 


9 there's 


7 

been the delinking to MFN, there's a recent decision 

10 of Judge Restaniin the Court of Internation~l Trade 

11 i~volviJg the prison labor issue in, which he 'ruled that 

12 review Jouldbe de novo as opposed to revie~:onthe 
13 adminisdrative record. 'I've walked that pa'th before back in 

14 1978 whJntbe count~rvailing duty statutes,w~s also de novo 

15 reviewJnd ended up trying the' last transition case, the,I ' . '. i '! 

16 Michelin Ti~ case. ' Is someone at this point ,in your office 

.. I .d' h ld b h . ' .17 g1v1ng conS1 erat10n to w at wou 'e t e appropr1ateI I ' il 
1~ standard of review now that the Court has 'ruled in these 

I19 cases, ar should that be an issue to be looked at, if it's 
I ' 

20 not already? 

21 'HON. MS. BARSHEFSKY: I don't t~ink there's anyone 

22 in our (!)ffice right now' who's looking at the standard of 
I ' , ;, 

23 review tssue, but it's an important issue.:: 'Commerce has 

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

25 pronounbement in legiSlatio~ is'really'qu±t~unclear. You 
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ADDRESS BY 
I

DEPUTY U.S. TRADE REPRESENTATIVE CHARLENE BARSHEFSKY 
I 

HONG KONG GENERAL CHAMBER OF COMMERCE 

July 22" 1994 l.. 
This is my first visit to Hong Kong,' and I have looked 

forward to it for a long time. IrFmany 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 decisions. 

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 is an 
issue that is' of interest to Hong Kong. I am only too aware how 
closely those of you in the Hong Kong business community have 
followed and are affected by U.S.~Ch{na trade relations. I 
propose to be quite candid with you. I hope that you will do the 
same for me, and I look forward to exchanging views with many of 
you here and in other forums ,over, the next two days. 

The United States has both an economic and political stake 
in developing productive, health}';" and stabl,e trade relationships 
with ~ll countries in Asia, including China. Last fall, 
President Clinton outlined in Seat,til.'e 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 economic and legal institutions 
and regional stability. ' , 

,The U.s. market has long been ,an engine of growth for East 
Asian economies, much as 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 
substantially. 

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

We recognize the enormous economic achievements that 
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China's! reform policies have brought, China is .now the fastest 
growir/g maj or economy in the worl'd '/ Up and down Chin'a I s east 
coase economic development is proceeding at a breathtaking pace. 
I have been overwhelmed by the magnitude of the change that has 
taken place in Beijing.alone, much less in Guangdong and the 
booming provinces in central and south China. 

As a trading regime, China has i also undergone a remarkable 
transformation. China is now the' 11th largest trader in the 
world, with two-way trade last year approaching $200 billion. 
China I s trade with th~ United State's has experienced a similarly 
rapid growth. Beginning from a minuscule base in the late 1970s, 
U. S. -China trade grew to $40 bil'lion in 1993 and could reach $50 . 
billion by the end of the'year. 

U.S. Interests 
I· 

The United States wants, to ,see: a strong, prosperous, stable 
China. That means a mere free I more demGGrat=-:i:c China ,Ywhere .' 
human' rights are respected and the ..dignity of. the individual is 
upheld. In trade and economic te'rms, it ineans continuation of 
steady growth, the development of i:nstitutions - 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 ;into the fabric of the world 
trade regime, and maintenance of responsible and transparent 
trade practices. 

On a bilateral basis, the Cliriton 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 
,tha.t bold decision', the Administration 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 decision ~is,to have a positive, long-term 
effect on our trade relationship, however, China will also have 
to take steps ,in trade to open il:,s' :markets further and protect 
U.S. intellectual property. 

Our trade relationship is now badly out of balance. China 

exports vast quantities of goods to' the United States, but still 

buys relatively little from us .. ,W.e have a projected trade 

deficit of roughly $28 billion in 1994. No other major trading 

partner has a deficit in goods of that s~ze with China -- and no 

other major trading partner's markets are as open to Chinese 

goods and services as is the United States. 


As fO:r 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 ang inf9rmation ~ervices sectors, U.S. companies 
are leading a global informatio~ r~volution and transforming the 

, .1 

I, 
I 

~ I 
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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 ~OPhisticated services sector. 
And, clearly, it cannot devel an'articulated services industry 
without opening its services rna et. ! 9 

in' "~ 
For its part, it is~China's ~~erest~o take these steps. 

As much as the United States and other tradj.ng partners will 
gain, the benefits for China in further trade liberalization and 
market opening are much, much greater. \TEe:!: efere i we ~~.. _,.that
~!:in~~mcJre·tnarCjust,...-t;Qken"stkps-s~ .. 

TradeT::i:i~?:tates has global :and bilateral objectives that 
it wishes~~~rsue 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 China better integrated into the 
world trading system, continue to ,reform its system, and grow its 
economy. We have a bilateral interest 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. 

GATT/wfo Accession ( 

In the 1992 market access Agre~ment, the United States ~ 1\ 
committed to staunchly support China's accession to the GATT.' { 101 
China has quite justifiably asked' us: to fulfill our commitment l\ 
and we are doing so. What is mos:t, o,ften omitted, however, is oruM\q 
commitment to work constructively with other GATT contracting \/v 
parties, . and to reach completion ,of, an "acceptable protocol." ~ 
That is a key point and one on which our negotiators are now ~ 
working with China to achieve. 

. I' '. .~ 

The United States views Chinq'g GATT/~O accession process 
as part of a larger effort to impro've our economic relationship 
with China. China's role in, thewClrld trading system is, 
increasing substantially, and, aSian important trading partner, 
China should be a member of the rlE7W I wr{o. ' 

China's accession to the GATT/~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 compatible 
with the GATT/~O. Secbnd, 'accession will assist China in 
following international trade rules' and norms. Of course, all 
trading nations will benef.it;. Third, the GATT/vijfo will provide 
an important forum for dispute reso'lution - - both for China and 
for China's trading partners. And,' fourth, a good protocol for 
China will lead to substantial, :additional market opening and a 

I 
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much improved trade and investme,ntregime there. 

Precisely because its foreign '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,O. Maintaining uniform, multilateral disciplines is the 
bedrock oe the GATT system; no d6untry is special and the 
viability and vitality of the multilateral trading regime must 
take precedence. ' , 

We have accelerated our work bilaterally with China and 
multilaterally with other contracting parti;.},:to develop a 
protocol package for accession to the GATT/':fO' 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 
achievements,thus far in our bil~teral negotiations with, China 
have established a basis for moving ahead. /. ~.l 

I ' ' eLI/'rI(JYI"/ V-' 

China's acces~on creates substantial allenges for the 
GATT and the new ~O. Its accession prot ol has implications 
for the twenty plus GOUJ:l,~ies-~cl-'-li-e9':i:e that will follow China 
into the GATT, including Russia, the CIS states, Taiwan, and 
Saudi Arabia. Therefore, w~ --land we hope China and other 
contracting parties - are dete~mf~ed to get it right_ 

- / China h~ set an completi g the 
acc\i$sion pr eSB . Chin~as sta / d that it wants t be an 
original me er of the WijO, now stimated to 0 force on 
January 1, 995. The pace of a cession ~ge-par~, 
on China d the. commitments t at it is undertake as 
an impor nt member of the mu tilateral ystem. 
Membersh p in the wt(o takel:? ore't'.flan a, ition, however .. It 

~ I require substantive economic obligat:L6ns and mm,1,' tm,ents) 
"~ 

-' The United States -- and certainly other contracti~g 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 theke laws and regulations in the, 
provinces, national 'treatment, granting foreign firms trading 
rights, and assuring that its foreign exchange regime is not used 
as a trade barrier. €:hina must'co!llmit 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,~areas where China genuinely needs reasonable transition 
peri~~ould b~ negotiat~d; 

e· 



On agriculture, many trading 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 market~, or to export to China. These 
are among the issues that must be addressed in the accession 
negotiation. : " 

Like other contracting parties" the United States is 

prepared to work with China on some t'ransitional or phase-in 

measures as nee,ded, 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 t'he~GATT/WHO. It is in. the 

interest of no country to set special rules for one at the 

expense of all of the others. 


Some actions that China is c6ntemplating in the near future 
such as the industrial policy initiatives that China has 

recently announced -- cause us conce~n. These policies appear to 
include many measures that are not compatible with GATT/WHO rules 
and disciplines .. As in other cases,; China must be prepared to 
adjust its policies to make them consistent with the GATT/WHO., ' , , 

If China accedes to the GATT/WHO on anything less than solid 
commercial terms, or without firm commitments to take further 
reform measures, not only theUnftedlStates 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 w~th'mutual benefit in mind, work 
to achieve :r:ealistic, pragmat'ic s?lutions. 

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 ~fforts .- 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. . \J 
APEC . 	 ~Il'r'\~ • 

j I " 

APEC provides, another forumthr,ough' which, working together 
with our Asian trading partners, we can create a cooperative, 
productive means to institute' sou'nd :standards 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 undex:stimd one another I to listen to 
each others' perspectives. It also.serves as a training ground 

!",/for many of our technical authoritf~to identify common problems 
and develop, through co'nsensus, sqlutions to these problems. 

i, 	 ,I 
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Through APEG, we can also advance concepts and approaches to 
resolving problems that each of us ,have found useful and 
effective in our bilateral or other:regional contexts. 

APECalso 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 countries 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. ' 

APEC can play an active role ln'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 Pacif ic. " We anti'cipate 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 part'ners to strengthen concepts 

-of fair trade and expand growth and prosperity. ~ 

Bilateral Initiatives 

While the primary focus of our qilateral trade initiatives 

is to improve the U.S.-China trade , relationship, here too the 


, Clinton Administration places a heavy emphasis on adherence to 
international norms and disciplines. , Thus, all of our g,ilateral 
trade talks are founded on the principles of the GATT/~O. The 
Administration's aim is to establish'a solid foundation for its 
trade relationship with China and hopefully avert more serious 
problems later on. 

The Administration has worked hard, through restoration and 
revitalization of the Joint Econo~ic'Commission and Joint 
Commission on Commerce and Trade, 'to:engage Chiria in a dialogue 
on the entire range of economic, trade, and commercial issues. 
Last January, Treasury Secretary Bentsen and Chinese leaders AA' 
discussed our mutual intere~in '~e,eing China's finance and ' 
investment regimes improve, in the furtherance of China's, 
economic reforms. , " ' :,' ' 

In April, Secretary Brown, ha~wlderanging exchanges with 

China's trade ministerWu Yi and her: colleagues on a number of 

business and commercial deve~opmeht issues, including U.S. 

participation in infrastructure projects in China. The 

Administration will move now 'to set specific agendas in 

transportation, services, informa,tion technologies and other 

commercial areas. ' 


O~ trade policy issues, we are 'currently engaged in 
negotiations and consultations on market, access for goods, based 



iAl'It}~ 


on the 1992\ marke.t access Agreemei.'.market acce', for serViC")@~
and intellectual property rights pr tection. Successful 
conclusion of these negotiations, faithful implementation of 
the existing Agreements, Will~~ ,e' United States ~Chi~~)
~but will also im rove .the substantive ciimate fO \TChina's GATT/WHO accession. n ,~\,' yvrr)V't ~·\n.~}Jd-W( \-.._

V\rO~ (p'\\'~ ().'V"t ,1 I " , .. '1w:J 
China's implementation bf the, 1992 mar et access Agreemen~

has been commendable, although so~eimportant exceptions remain. 
In the Agreement itself, China committed over a five year period 
to a major reform of its import regi~e. That includes 
elimination of 90 percent of all nonitariff 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 
use of sanitary and phytosanitary'standards as barriers to 
agricultural imports. " . 

I I 

China has taken important strides toward making its trade 
regime more transparent. China has p1.lblished a large number of 
trade rules and regulations in the:past 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 ~PPtY Beijing's trade laws and 
regulations uniformly and that the provinces' trade regimes are 
transparent. 

China has made a major commitment to eliminate non-tariff 
barriers, and since the end of 1993",has reduced to 400 from ttv 
seve~al thousan~ that ex~sted the 'number of GATT-inconsistent . ' 

barr~ers fer 'WhH:h we-st1.ft-do-noe--have schedu:te~ 


elimhIation. That is a major achievement and China should get 

credit for it. By reducing these.barriers, China will open 

markets for computers, medical eqUipment, heavy machinery, 

textiles, steel products, chemicals, :pharmaceuticals, and other 

products. . 
 I 

China has not yet resolved our concerns about the use of 
sanitary and phycosanitary standards as barriers to imports of 
agricultural and live animal products. We expect China to move 
expeditiously to resolve these iss~es, in accord with the 
Agreement. ' I 

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 another, integral, part of , the 
U.S. bilateral trade agenda with Cnina. China's services markets 
today are still largely closed. While limited experiments are 

/ I;, 



: I 
, I 

. I 

underway, and a variety of extra-leg~l'services ventures have 
started, legitimate access for U.S. companies in most instances 
is not available. . . Jt./L1 lt1f . 

We have asked that China 'commit "to substantial f ..~. 
liberalization of its insuranc~, distribution, adverti ing, . 
travel, communications, audiovisual! and other service. As I 
noted earlier, these liberalizations are in China's own interest. ' 
We expect; for example, that China will license more foreign 
insurance companies to 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 tp contribute to China's 
economic development and prosperity;. , . China cannot make the leap 
from a labor intensive economy to one with a higher technology 
base without cOI:\siderable participatiion by foreign firms in its 
services sectors. . 

A vital component of our servic"es 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-disc:r;it:ninatory 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 treatmeritalong with rights to conduct 
associated, activities in a similar.manner, would go a long way 
toward that end. ' . 

Similarly, China discriminates a~ainst foreign traders in 
its pricing practices, often charging. foreigners prices that are 
several times those charged Chinese, businessmen. China has 
indi.cated that it may take steps to eliminate this 
discrimination, and we await ~oncrete: actions to make these 
intentions reality. . 

IPR 
.; 

Protection of intellectual pr'ope'rty rights (IPR) is an area 
of major concern for the United St.ate,s. As you are no .doubt 
aware, failure to protect IPR harms China's legitimate research 
and business interests, as it does those of foreign countries. 
Through implementation of the 1992' ,IPR Agreement, China has 
dramatically improved the legal basis for IPR protection. China 
has taken important steps in implementing its legal regime for 
IPR, include strengthening copyright protection by joining the 
Berne Convention, amending the pa~ent law to include product 
patent protection for agrichemicals and pharmaceuticals and so 
,on. 

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

1: I 

; I 

. I 



, . 
escalated in recent years and reached crisis proportions over the 
past year. I.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 prpvince alone, have a 
production capacity of 75 million ,CD~, 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 recordings, especially CDs. 
Many of these pirated works are produced across the border in 
Shenzhen.· . 

Piracy now constitutes a significant market barrier to 
computer software producers and oth'ers who would like to invest 
and trade with China but dare not :do,:so now. And, piracy thwarts 
the development of China's own domestic 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. . 

The Clinton Administratio~ has ~ statutory obligation to 
protect the intellectual property rights of U.S. companies. We 
have presented the Chinese with a,tion~paper that, we believe, 
could form the basis of an Agreement. Ion 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.. .' : '; . 

Many months of discussions with China on protection for 
intellectual property products in,1993 and 1994 produced limited 
results, with thema.. jor producers : and. distributors of pirated ~, 
products continuing in operation despite China's many promises t~ ,r ' 
tak: ac~ion. r::~-a resutt,~n f';ll~i~lment of hi~ statutory ~.p
obllgatlons, ~a~q~a~or lnltlated a Speclal 301 
investigation into Ch~na's rPR enforcement .. I believe 
it is in our mutual, interest to reach agreement on this issue, 
but time is limited. 

Despite all of the challenges that we face, lam hopeful 
about the future of our trade relationship 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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AMBASSADOR CHARLENE BARS HE FS;KY ; ~_~ 
DEPUTY UNITED STATES TRADE REPRESENTATIVE 

ON TRADE POLICY TOWARD CHINA 

BEFORE THE 


HOUSE WAYS AND MEANS 


SUBCOMMITTEE ON TRADE 
 , 
, I 

July 28, 1994 ----- I; 

In m'1kin9 his decision to renew Most Fav.o17ed Nation (MFN) 
, I' , ,

trade sta~us for China, the President firmly, expressed the 

.. t I., . t . .AdmlnlS r~tlon s commltment 0 contlnue ltS forts to improve 
,; 

fundament 1 human rights in China. The Clidt,qn Administration 

continues to believe that China must take essential steps toward 

improvingl its human rights policy and is committed to elimination 

of human Iri~hts 'abuses in China. i : 

In Lat regard, we all agree that im!>rb~ing human rights in 

China is a top priority this Administrati'on. We differ only 

over the means most appropriate to achieve 'that goal, not over 

.the goal' itself. The Administration does riot: believe that' 

enactmenit of HR 4590 would further the objectjive of improving
I 

human r~ghts in China. On specif human rights issues, I defer
I .' 

I ";,


to my colleagues from the St::ate Department.' : I would note that
I " : 

revocation of MFN for China -- even if limited to MFN tariff 
I ,l 

status for state enterprises or those of tHe'Chinese Army - 



,.' 

would harm our bilateral and human rights interests. 

The billl', as drafted,could not be implemen'ted effectively 

if it were to become law. The u.s. government d:oes not have the 

capability or the resources to identify and target in a 

meaningful way products exported by state enterprises or by those 
I " 

of the Peop,le's Liberation Army. Of course, the Administration 

, has alreadJ banned exports ,to the United States,of guns and 


ammunition 
that are produced by the Chinese Army or its 


subsidiary 
organizations. 

: ! 

Before I turn to the approach that the Administration has 

pursued - with some success - - ort trade poli'cy, I would like to 

review some of the reasons why we believe that 'the approach taken 

I 
in the bila. to targe,t state enterprises and those of the Chinese 

army would simply not work. 

In th!e course of drawing up a list' of p~oducts that could 

have been subject to 100 percent tariffs as a part of the 1991 

Special 301 investigation on China's intellectual property rights 

practicesj USTR attempted to implement the approach taken the 

bill -- t target the products of state enterprises. Despite our 

best effolts, we found that it was impossible to do. The 
I 

, 
, 
I 

" 

"retaliation list ll that was published in the:Federal Register on 

I
December 2, 1991 does not repres,ent a list' qfproducts produced 

I . ' 
, 'by state enterpr~ses. ~ , .. 

, I 
" 

, i 
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,,' 

I : 

Instead{ USTR discovered that{ while produ~ts of state, , 
: I 

enterprises could be identified in somecases{ 
I d 

in general they 
, ' 

could not be sE!parated from products produced by: j oint ventures 
I 

or companie~ run by foreign entrepreneurs and 'be subject to 

, d I . :f-f . h C . h . hlncrease tarl: s. For ltS part{ ,t e ~stoms ,Servlce as nelt erI : , .: 
the /resourc~s or the ability to identify the ~~st majority' of 

, I 
Were the';Administration to 

take this a;pproach{ it would do direct damage ItO: u. S. joint 

ventures orl to the reform elements in China wIfo 'we would most 

to seei succeed. Worse { it would harm ou~· t'rade inte:rests 

products mare by state enterprise~. I . 

while doinJ relatively little to further our goa,ls in human 

rights. 

It is leven more di icult to isolate products 'produced by . 
, I

factories owned or operated by the PLA. According to some 

estimates { the PLA has interests in up to 3,0 {obo enterprises in 

China. So far{ U.S; analysts have been able to: identify three 
I 

for which tihere are identifiable products produced for export. 

Even therej to affect roughly $170 ~illion wo~th of exports { more 

than $9 billion in trade would ,be affected. I 

In thl majority of instances in today's .Ghina, the neat 

lines between II state enterprises {.. IImilitary e'nterprises {II and 

IInon-statelenterprises ll havedisappeared. China is the midst 

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

determinin~ ownership of enterprises is often: difficult -- even 

for the Chinese. It would therefore be impossible to draw up a 

I ; 
I' 
I 



I 
I, 

list of targeted enterprises that would genuinel'y meet the 

intentions 1f the bill. 

. I 

For their part, genuine Chinese state enterprises would find 
I . " ' I 

it easy to fefE:at the purposes of the bill.'. rn light of the 

mUltiplicity of new subsidiaries and various forms of other 

Chinese entlrprises now subordinate. to state enterprises, the
I . 

temptation to commit fraud would be overwhelming. The ability of 
I I 

, i . 
'the Treasury Department to draw up an accurat~ ,list of state 


enterprises 
would be sorely tested. In sum, while the 
I ' " 

I' 
,', " 

Administrat~on does not support enactment of HR 4590, we stand 

ready to wolk with Congress on the important g9al of enhancing 
, I ' 

human rightF China. 

TRADE POLICY 

The Administration has several goals that it wishes to 

achieve on trade with China. First and foremQst, we intend to 

pursue markiet opening initiatives for U.S. goods and for 

services. u.s. business should have access to the Chinese market 

comparable .to that available to our trading partners in the 

United sta-des. In addition, we must work to ~nsure to the 

maximum ex~erit possible tha~ China accepts the rule of law as it 

applies to Itrade - - th~t is,. that China' strade and economic 

policies alTe consonant with ,international norms, 
, ,i 

, I I 

China's Market Potential, 



.. 


I 

~" ' : I 'I' , 

:' i 

china is now the fastest growing economy; in,the world. In 
'I 

1993, s Ejconomy grew at an icial rate o'fl L~ percent, with 
i' ':I .. 

growth' in ~he booming cities along the eas:t c<j:l'ast growing at even 
I 

I, 
, 

: i 
I 

IJ 
higher' rates , .1 

I 
!i I' 
'I I' 
: ,; ; 

Over Lpast decade, China's'global,tracle1has grown on
i ;,, j" 

average bymoH= than 12 percent annually twice the rate of 
) ,II 

, I " , I ! : I 
world trade growth - increasing from less th~ni$40 billion in 

: : :1 
1980 to alJost $200 billion in 1993. While changes in accounting 

1 

methods ha\{'e reduced the ostensible size of Cpina's foreign 
I :1 
~ : i' i 

reserves, they still formidable. In trade terms, China is no 
II' , ' i: ! 

I' 

I 

longer a P10r nation. ; i i·: , ' 

i< 
China needs the products and services tha~:U.S. companies 

! <I 'I 
. ::1 ' 

are the be11 t in the world at providing. In afd,~tion to supplying 

China with wheat ,fertilizer, arid wood - - :pro?iu~ts that we have . " .) 1 
I I ,,' 

long sold to China the mix of products, that: we now export is 
! ' 

dominated ~y,the high-technology sectors in whi;~h we' excel". For 
i . ; ~ F 

some u.s. tompanies, China is already their m61stt important market 
, , 'I 

, ' 
I,and likelylwill be for the next decade. 
, .' 

, . '.! 

i 'j ! 
i. I

In sh<Drt, the boom in China's economy, support ,change 

within Chila's leadership, and the enormous p~tlntial of China's 

market fori U. S. companies provide the United ~:tates with a rare 

opport~nit~ to press for open apd fair market~ in China. If we 
I ' " • ' , ' : I ,~ 

wait, we mty find that our industries are ,Plaicier at a permanent 

disadvanta~e in relation to those of our trad):ng partners. 
' . 

, j 
1 

i j 
I. 

I ' 
! : 

,I ' 

I I. 

i ; 



TRADE NEGOTIATIONS WITH CHINA· 

China aintains one of the most protectionist trade regimes 

in the worll. 'It has put in place multiple l overlapping non-
I . 
i 

tariff barriers to imports and maintains prohibitively high' 
I . . 

tariffs. While Chinals export regime has undergone a remarkable 

transformat~on over the past decade I into ofturning Gl;iipa one 

the world l s i mos.t formidable export engines; Chlna t s import regime 

remains in part the creature of central planners; and state 

bureaucr~tsf And China/s market for services remains closed to 

all but a few companies that are allowed in oI11y: on an 
I ,. 11lIexperlmenta basis. It China has taken impressive strides, forward 

in liberali~ation its trade regime since l~te 1993 1 and we 

expect further move~ents this year. 

Trade :Agreements. The trade agreements that we have signed 

with China !rePl::-esent important steps toward creation of a solid 

framework Thef~r the u, S, China trade r.elatiopSh~P', 
intellectual property rights Memorandum of undeistanding. (MOU) 

signed in January 1992 1 commits China to establishment of a 

world-class legal structur~ for the protection of intellectual 

property~ The market access MOU I signed on October 10 1 1992 1 

commits Ch:Una to make sweeping'changes in its:iIT).port 

administratlion over a five year period. Current discussions on 

market accelss 'for services and .pusiness facilitation and , 

negotiatioJs over IPR enforcement are aimed at addressing the . . I I 

interests of U.S. companies and building a solid foundation for 

I 



the future. Let me take each one in turn: 

, 
l' 

Intellectual Property Rights. Protectingihtellectual 
i ) I] 

property islvitallY important if U.S. industri~s are to maintain 

their comparative advantage in ,the high-:tech s~~,tors they 

dominate. 'rhe Chinese have taken a number of 'popitive steps to 
I 

implement tpe 1992 IPR Agreement by changing a~d strengthening 

IPR laws an6 regulations. Although Chinese leaders have 

recognized fhe importance of protecting'intel~ectual property, 

there is v~rtuallY no enforcement of these la~s. As a result, 

there contlnues to be rampant piracy of U.S. ~pproducts. In 

addition, C!hina. has a number of non-transpareJt :!~egulations and 

practices tlhat inhibit the legitimate import ~f: u. S. IP products. 
, " 

Therefore, ion ,June 30" Ambassador Kantor annou~ded the initiation 

of a speciJl '301 investigation on China~s IPR,~nforcement 
practices a:nd market access for U.S. IP products. This 

investigatJon will run for six months. 

! ' !, 

Piracy of copyright and trademark works is', endemic in China 

and the chinese government has done little to'b1ing it under 

control, much less eliminate it. China does not: have an' 
. . I . 
effectiveiPR enforc~ment agency and deterrent:s i to piracy are 

woefully inadequate. Clearly, on enforcement~ China lags well 
I 

behind mos, countries in the regiOn", 

i l ' 

The International Intellectual Property'Alliance notes that 

,.: ,i 



, " 

piracy in China of software , books, audio reco,rds, and music and 

motion Pictlres remains serious. They estimat~ that, in 1993 

alone, U.S. industries lost upwards of $800 million to copyright 

piracy alone last year. In addition to market. 'barriers, the 
I 

absence of ~f ctive IPR protection is the gre~test hindrance to 
I ' , i 

access to Ciina's market by the recording, motion picture, 

computer sorware, and other industries. 

In ord~r to resolve the IPR issue, we have asked China to: 

Take immediate, effective action to curb rampant IPR 
I' 

piracy, targeting especially manufact'urers and
I, ' : " 

distributors of infringing products,' ·including 
I . , : ,I

tTademarksi 

DEfvelop a more effective IPR enforcement regime that 

h1s effective deterrents to infringement,eliminates 
I ' i 

cGnflicts of interest in the system, creates an 

I . : : : Iefffectlve border regime, and so oni 

Open China's markets to IP prod~cts,; ;including 

aJdiovisual and pUblished works. 

We are continuing to hold negotiations on enforcement of 

intellectual property right~, with the aim of ~e~ching agreement 

on a strict enforcement regime. 
, I , 

. ! " 



Market Access Agreement: China's impleme.rltation of the 1992 

I. . .: :
market access A.greement has been commendable, al though some 


, . I" 'I th A :' If· h'
lmportant efceptlons remaln. n egreement, :lctse ,C lna 

committed o~er a five year, period to a major reform of its import 

. regime. Thtt includes elimination of 90percerit;, of all non

tariff barriers -- such as import licensing requirements and 

quotas, inc1eased transparency, elimination of; 'the use of import 

' ; I d d h f': ': d h ' sub stltutlOB, an an en to t e use.o sanltary 'an p ytosanltary 

standards al barriers to agricultural imports.:" 
., I 

China fuas taken important strides toward making its trade 

regime more transparent. China has published a large number of 
j"- , 

trade rules and regulations in the past· year, ,so. many that has 

become difficult to keep track of the~ all~ C~ina nonetheless 

has a long lay to go before its trade regime, ;~~d it trade 

, , , I '1 W' , 1 1lnstltutlonr' ,are tru y transparent. e are p~rtlcu ar y 

concerned tfuat China's provinces apply Beijing'.s'trade laws and 

regulations uniformly and that the provinces' ~rade regimes are 
, " , , 

transparent. 
, ,. 

China fuas made a major commitment to eliminate non-tariff 

barriers. 1993, China has red:uced to 400 from~ince the· end of 

the several thousand the number of GATT-inconsTstent non-tariff 
, , 

barriers. That is a major achievement and Chfria should get 
I ,

credit for it" but more needs to be done. By reducing these . , : I' 
., . .' '. ; 

• . • . I ' j I." ,Ibarrlers, C]llna wlll open markets for computers,: medlcal 

equipment, Ieavy machinery,. textiles 1 'steel prod"!lcts 1 ch~micals 
, , ." 

I • .' 

1 
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I 

I I 

i ! ::pharmaceuticals, and other products. ·1 . 
I I 
I, , 
I I 

, ' 

China has not yet resolved our'concerns abottt the use of 
! . 

I : 

sanitary anr'Phytosanitary standards as barrie~s,to imports of 
i: i 

'agricultura ~ndlive animal·produc~s. We expect China to move 
1 ' '. 

, I"I 

expeditiously to resolve these issues, in acco~dwith the 
I
!, 

Agreement. I I 

I 
, I 
l;

i ": 
II,.' 

In 1994, we look forward to further transpa:rency in China's 

trade regiml, . elimination of non-tariff measu~~s:, the 
I . . .' " 

liberalization of quantitative restrictions onlptoducts in the 

MOU, the eshablishment of a viable administratiivk appealsI . . I 

process, an~ the complete elimination of impoY]t substitution as a 

• j i.
trade POlict .• Our negotiators are now worklng wlth China to 

i 'I . 

I 
achievethesesroals . 

I 

I· ~ 
iJ 

MarkeJ Access for Services, Market access: for services ist: I 

I •. .. , 

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

China. Chiha:' s services markets' t~day are. st lilargely closed. 
I , .i . 

While limitF3d; experiments are underway, and a ,variety of extra
, 

legal servib~s ventures have started, legitim~fe access for U.S. 

companies i6 most instances is notavailabie. :: 1 

I ~ 
I 
i 1 
, 1'1 

We ha~e asked that China commit to substantial 
. 'I 

I 

liberalizatiion of its insurance, distribution,:, ~dvertising, 

travel, cotunications, audiovisual and otherlservices. As 

noted earlier, these liberalizations are in China's own interest. 
I 

I ' 
. ,I I 

, I 

I ·, I 

, i 
! 

I 
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We expect, for example, that China will license more foreign
I 

insurance c0mpanies to operate in China on a na:tional treatment 

basis, will open its enhanced telecommunications sector and s 

distributioN system to u.s. companies, and will. liberalize access 

to its aUdilvisual markets. 

, ,, 

u.s. c mpanies have much to contribute to Cl;1ina's economic 

development and prosperity. China cannot make the leap from a 

labor intenlive economy to one, with a higher technology base 
I 

without con~iderable participation by foreign firms in its' . 

. I
serVlces sectors. 

Finally, a vital component of our services agenda with China 

is improvem1nt of s domestic business climate:., consistent with 

the obligations that China will assume under theGATT/WTO, we ask 

Ch ' ' I'd' .. .',. h' h' ht hat lna areate a non lscrlmlnatory enVlronment Wlt ln w lC 
! ' 

. ~ , i 
both foreign and Chinese firms compete on an e~ual footing.

I 
Adherence to basic investment principles, such; as the right of 

, i ; : 

establishmeJt and 'national treatment along with rights to conduct 

associated lctivities in a similar manner, would go a long way 

toward that end. 

January, we reached a landmark ag:reement with China 

on'textiles 

Textiies: 

and apparel. agreement was one of the most 

dif cult to achieve among all of, our bilater,al, textile 

agreements. We accomplished a number of important goals in this 



, i 

agreement, most prominently, the basis to restore stability and 

predictability to our bilateral textile trade ~ithChina - our 

single larg~st sup~lier of textiles. In a~itio" we 

strengthene<il our commitment to prevent the circumvention of our 

I ' , ' " textile quotas, and established a system of triple charges for 

any illegal transshipments. Recently, for example, we charged 
! '. " 

. ' ,; 
China's quotas in two categorie,s after determining that they had 

engaged We, arein ~ransshipments. proceeding ~o:cooperate with 

China in thl implementation of the agreement to improve'
I I 

administrattve arrangements, such as the restoraTion of an 

electronic ~isa verification system, that will ,h~lp China 

.,' i ,,administer its quotas. 

GATT /WTO: The United States is committed to Hs'taunchly support II 

China's acctssion to the GATT/WTO and to work Ico;'structivelY with 

China and other GATT!WTO contracting parties t.o achieve -- 'in the 

I
words of thi 1992 market access Agreement ...,-a~ ,i'accePtable' 

llprotocol of accession. 

Bec~us, China's foreign trade regime is spstrong 

. i h . . daveraglng 25 percent growt over the past flve· years -- Chlna an 

the United ltates, as well as the other contra'cting parties,' have 
, " I ' 

a responsibility to ensure that China's accession is based on 

solid econoliC commitments. Maintaining basic multilateral 
I ' , 

disciplines is the bedrock of the GATT!WTO system. In proceeding 

with China's accession, the viability and vita~{~y of the 
I 

, ' 

m~ltilaterat trading regime must take preceden'ce and China must 
! 

, I 
, , 

" 'i 
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be held to the same rigorous standard that all n~w applicants to 
I - i·' 

the GATT/WTi will be held .. By the same token, ;.:a? is the case 

with other applicants, we are pr~pared to demoristrate the 

appropriate 'flexibility. 

, , 

China nas set an ambitious deadline for cpmpleting the 

accession process. China has stated that it wants to be an 
I 

original member of the WTO. The pace of access'ibn depends, in 

large part, on China and the commitments that it is willing to 
, , 

undertake as an important member of the multilateral trading 

system. We are not interested in setting ~rti£icial deadlines, 

we just want to get it right. And, we intend to work 
" 

intensively 

with China lOdo just that. 

I 

The, un!' ted States - - and certainly other~~~tracting, parties 

have con1erns about China's commitment to Sdrrl~ basic GATT 

Obligationsl Contracting party concerns include: full 

transpaienct of laws and regulations -- as well :as unifcirm 

apPlicationlof these laws and'regulations in the provinces 

national tr~atment, granting foreign firms-trading rights and 
!' ' 

assuring th~t foreign exchange is not used as ~ trade barrier. 

China must lommit to the progressive liberaliz:ation of its 

, Ikt submit a schedule on agricu~ture, and protectserVlces mar e .s, 

intellectual property ri9hti. 

I 

If Chifa' acce.des to the GATT/WTO on anything less than solid 

commercial terms, or without firm commitments 'to take further 

I 

, 
I'
I 

, I 



t 

! ; 

reform measvres, not only will the United States be hurt, but our 
.Ii. 

partners wlll be economically disadvantaged. ~or wi our goal 
. I 

of seeing China be·tter integrated into the world trade system be 
, I 

achieved. +herefore, in addressing China's pr~tocol, we intend 

to identify each issue that needs to be addressed,
! 

and work to 

achieve reatistic, pragmatic solutions. 
, i 

, , 
: , 

Conclusion 

In con<r:lusion, while the Administration opposes HR 4590,' it 

is strongly supportive of -- and has put forwar'da solid agenda 

for -- the improvement of human rights in China. 

'As for trade,the Administration proposes to move forward in 

our efforts to establish a mutually beneficial:, reciprocal trade 

relationshir', We have an historic opportunity t~ expand our 


trade relations with China and to help create hundreds of 

I '. ' . 

thousands of high wage jobs here in the United States through 


increased·elports. 'We have a great stake, not· only from a 


'global, strltegic perspective, but also from a domestic 

perspectivel in opening China's markets and ensuring that China 

plays by th1 rules. We will make every effort: ito see that this 

happens. 

i 

i , 

I 

, , 

I ' 


