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INTRODUCTIdN 

ThJnk you for this opportunity 

to addlress this "Pre-Summit 

Roundtable Discussion," which is 

·inten~ed to give the Clinton 
Administration a private sector' 
perspkctive'on the Summit of the 
Am~r~fas. I can se~ just by 
lOO~lfg over the "Dlalogue·I 

tOP1CS on your agenda that ' 
todayts discussion will provide 
us ve·ry important information 
and gt.idance. 

I Th9se 0lf yo~ .who ha~e been 

lnvolved ln LatlnAmerlca 'and
. , 

the Caribbean for m~ny years are 
I 

,) 

well aware of the tremendous 
I . .' I

changes that have been occurrlng 

in thfhemisphere. The points 
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you make in your,flWhite Paper" 
demonstrate that you understand 
well the historic opportunity 
the UbitedStates-- in 
partn~rshipwith other countries 
• ' I' I 'lnthe hemlsphere -- should 
seizel ' " , 

SUMMIT OF THE AMERICAS 

Trade Is Central 
I " 

Recognizing this opportunity, 
President Clint'on decided,' to 
call for a summit of 
'democ~atically elected leaders 

, I ' \ ' 


of th~ hemisphere. ' The II Summi t 

of the Americas" will be the 

• i .', ' 

large~t gathering of heads of 
state I, anq government ,ever hosted' 
,by ~hr 'United States" with 3.4 
natlo~s represented. 

/' 

',' . As Iyou are aware, the , 
Administration has proposed 
three broad, mutua.;lly reinforcing 
themes: 

- ~-
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o 	 Makjirtg Democr~cy WQrk; 

Re~nventingGove~nment; 


I 	 "..' 

10 . Makfing .Democracy Prosperous; 
Hemispheric Economic 

I 	 • ' Inbegrat1on; 	 , 

o 	 Mal1ing Democracy Endure; 
Sustainable Development. 

We have also proposed a total 
of 14 specificinitiatives.to 
suppop::-t these themes. 

I 	 .' 

. While consultations with other 
I • 	 . 

count~les on ou~ proposals have 
been favorable, almost all 
countrie~ want to hear more from 
us abriout ou~ ideasc~ncerning 
trade. It 1S clear. that trade 
will be a, key element of the 
Summit. " 

. 	 I . 
The emphasis on trade will 

m~rk a major de~arture from our 
past relationship with Latin 
Amer:iJca ·and the Caribbean, which 

http:specificinitiatives.to


was b~sed largely on political 
consi~erations. The driving 
facto} in our pr~sent policy \ 

I '..towar&s the reg10n 1S our 
colle~tive economic future. 
Hence 1 expansion of hemispheric 
free trade is the centerpiece 
for the Summit theme of "Making

I . " , ' 
Democracy Prosperous i" 

• i. IHem1spher1C Econpm1C " 
.i.

Integrat1on." 
I 

President Clinton recognizes 
the irrportance of trade to the 
Summit and to our relations with 
other countries in the 
hemisphere. He has repeatedly. 
expre$s.edhis desire to "expand 
the NAFTA"to include other , ',' 
natiohs in the hemisphere.' ,And, 
in a ~ecerit speech in Miami, he 
said, I "we have to'expand the 
frontiers of trade and 

I :

investment. Tha,t' s 'what NAFTA. 
I ' . ' 

was ail aboutithat'swhat the 
GATT' ~greement i.s all about i 
that purely is what t,he Summit 



of the Americas is about." 

. Trade Policy Meets a New World 

We in USTR reaognize the need 
to develop further the 

. • I • •
Preslcient/s broad V1Slon. Let
I . 
me share with you where we stand 
In.· thlta process. " 

The Administration I' s overall 

trade policy is clear'. The 

,Presicient remains committed to 


I '. '. 

open markets and' exp,anding 

tiadeJ This bipartisanpoiicy 

has sJrvedthe United States 


. ! ,'. . , , , 

well for over ha~f ac~ntury. 
, 

. . , • I 

How~ver/the context ln WhlCh, 
this policy isappli·ed hasI . " 
changed dramatically. In a 

I

post-qold War.world , more 
attenttion is focussed on . 
relative economic strength. And 
. I' •virtually every-country lnthe 

I . c.' 

worldl~.~ deve~oped and ,. . 

developlng allke -- recognlzes 
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the e~istence of, and· need to, 

compette ,in ~' global market. 


Unlike other major etonomic 

and pmlitical powers, the United 

State~ had never before seen its 


. futurftied so c~osely to the 
,economic futures of others. InI " ' 

tIle 1970s export,s and imports 

accoubted for about 14 percent 

of ou~ economic lif~.: Now, . 


I, ; " I 

howev~r, trade as a proportlon 

of gross domesti:c product


I ' , " • 
excee~s 28 percent and lS 
proj~cted to be 36 percent in 
2010. 

Whjjle the economic importance 
, I. ' Iof trade ,'lS becomlng 
increksingly clear,the 
polit~cal support for open 
markets among ,the American 
peopl~and inCongre~sneeds to 
be strr-engthened; ThlS can be 
aChier~d by prc;rv:iding greater 
econo~lc securlty -- for 
examp1le, through improved heal th 

-- ~-



care 1- and by promoting a 

bette*understanding of the 

importance of trade to the 


.. . t I ••

economIC prosperlty of our 
• • icltlzens. 

. \ 

Funthermore, the issues 

relat~d·to trade policy are 

. . I 

becoming more complex. The role 
trade can playi,n promoting 
improyed environmental 
protection and l'aborstandards 
is un8er discuss'ion in 'the 

. I • . . •
Congress,ln the prlvate sector, 


. . I •
and among envl.ronmental NGOs ... 

Congress .Hasthe Stage . 
, I· ., . . . . , 

Indeed, right: now Congress has 
in its hands trade measures 
which, if passed, would greatly 
enhadce u.s. leadership at the 

. Summit .... We expect a! House-
Senate conference to'conyene 
this ~eek toc?nsider t~e 
Uruguay Round lmplementlng 

I. 11 · 1egls atlon. '. I· . 

. , 
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Implementation of the Uruguay 
Round 

Congressional 'action on the 
urugultyRound is crit:ically 
important. _ Other cou'ntries are
1-'

waiting for uSo 

Eal:jly implementat,ion of, the, 
Uruguay Round sets 1n motlon a 
range of actions unprecedented 
in glIDbal economic history -
expandIing jobs., enhancing 
produttivity and increasing real 
wagesl Economists estimate that 
the iIh.creased trade will,pump 
betwekn $100 and $200 billion 
into the u.s. economy' every year 
after the Round is fully 
implemented. 

Entry into force of the 
Urugu,y Round will build the 
foundations for a tremendous 
expan~ion of trade and 
prosp~rity for tpe 21.st century. 
It will also set down a common 
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set of rules that wil,l· guide 
inter~ational tradihg nations. 
.. I 	 ' 

Theref·ore ,. we wahtto: set an 
I . 

example for all the c:ountries to 

I . 	 ;
implement these commitments ·by 

. January I, 1995., I· . 

. I . 	 .' 

Fast-track 

In, ladd,i tion to impl.ementing 

our multllateralcommltments,


I

the Administration wants to 
I . . 	 • •conclude trade agreements .wlth 

other nations in the hemisphere. 

There are many sound political

I, 	 . •. .
and eaortomlC reasons for dOlng 
so. 

o 	 Recf=n.t studies such as the 
onel just released by the .. 
InsFitute for ·International 
Economics -~ have shown that 
the United States can increase 
its prosperity and create jobs 
by. concluding ;freetrade 
agrbements inthereg~on. 



o 	 Liktewise, other countr·ies in 
the region can realize 
substantial economic-benefits

I 	 . 

from opening markets and 
ex~anding trade. 

o 	 Increased economic', growth 
pr9motes political stability 
in Ithe democratically elected 
go~ernments in the hemisphere. 

\ 

As your "White Paper" 
indicates, you u;nders~tand well 
thesel relationships between open 
tradel economic growth and 
polittcal development. Your 
"Whit~ Paper" 'al'so recognizes 
the tmplications of 
congrrssional a~thorization of 
the fast-track procedure. The 
AdminiLstration's abil.ity to 
beginl soon purstiing additional 
free trade agree'ments~ depends on 
congrrssional approval of this 
proceaure. .' 

The private s~ctor,has much to 
I 
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gain from trade agreements in 
the region. There are 
tre~epdous opportunities for 
expan~ing market access for 
goodsi and services available in 
the r~pidly gro~ing economies of 
Latin America and the Caribbean. 
For example/ ·U. S. expo.rts to· 
this ~egion are'projected to 
exceeCl u.s. combined exports to 
weste~n Europe and .Japan by the 
year 12010. 

We need fast-track to maximize 
theseopportuni t,ies by 
negot~ating trade· agreements 
with bountries in the 
hemisphere. Chile is ,our first' 
priorlLty. Butt ·as· ot'her 
~ount~ies b~comeready and . 
lnterested In a· trade agreement/ 
we wo~ld like. to be iria strong 
posit~on·to negotiate . 

. Faill,ing tod,? so will place 
the Unlted States at a . 
competitive disadvantage with 
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other. nations. Already, many 
natio~sin the region are 
formirhg subregional ,blocs, which 

couldlover time erode' U.S. 
exports. Furthe~mor~, the 
Europtan Union apd Japan are 
showi~g a greater interest than 
'I '. . • ever fuefore ln expandlng thelr 

share~ of the Latin American and 
Carib~ean markets. 

We fant to continue to work 

with qongressto gain 

expeditious approval of fast-

track 'authority. , ' 


Inter~m Trade Program 

'I I"We are a so contlnulng to 

press' Congress for legislation 


,to imRlementthe, "lnterim Trade 
Progrdm'" (ITP}.'. .The' ITP would' 
expandI the current'.Carlbbean 
Basin !Initiative, (CBI)to 
proviqe interest'ed countries ' 
NAFTA-!type treatment in' textiles 
and a~parel,'in exchange for 



improved protection of
. I '. 

investment and intellectual 
prope}ty rights. We believe 

• I . .' . .thlsprogram, llke theCBI, 
would provide benefits to both 
the U~~ted States and th~ 
countr'lesthat. chose to take 

J ' , , 

part. 

We po not see :the ITP ~s a 
repla~ement for anen~anced 
trade relationship between the 
United States and countries' in 
the CJribbean Basin. Indeed, we 
delibJrately chose 'the nam~e' 
"Inte~im Trade Program," instead 
of th~more commonly known 
phrase, "NAFTA parity." We 
want cio 'convey the idea that 

. I . . 
this new program would be a 
trans~tional arrangement bet~een 
the cJrrent situation'under the 

. I .' .
CBI and some later date ,when we 
have worked out a fully 
recip~ocal NAFTA~type

I • . 

arran~ement with. Central' 
, • I

Amerlqa .. 



We Will Refine the Policy 
I

Consultations 

DuJingthe time we have been 
working with the Congress, we ' 
have .lso been carefu,lly 
consi&eringrefinements to our 
overall trade and investment 
policy for Latin America and the 
CariblDean. 

I 
USTR officials have consulted

~, 

with iirtually every country in 
the hJmisphere,oh the direction 
ourt*ade policy should take .. 
Wetodk the very unusual step

. I . 

for USTR of visiting the region 
not, as we normally do, to press 
for rJsolution o~ a spec,ific 
probl~m~but to listeri to the 
views of bther countries. We' 
plan.~o use the results of these 
consu]tations in refining our 
trade policy for the hemisphere. 

, 

We also have been se~king the 



views of the private :sector. 
There, are many people, in, this 
town o/ho are very eager to shar~ 
with~stheir thinking. 

The IDWhi te Paper" 
,> 

. But, there,is no forum more 
impor~ant than the Council of 
the Americas for, obtaining 
infor~ed and clear guidance. , 
Your'1White Paper," w~ich I. have 
refer~ed to several tlmes, 18 an 
excelient example of what· I 
mean. 

I bFlieve ,this "Wh.ite Pap.er" 
has much to commend1t. Th1S 
documJnt establishes clear 
princ~ples and policy 
recommendations advocated by a 
group of private 

I 

sector 
advisors. Knowing how difficult 
such d process can be, that 
alone is a real-feat., 

There is much in the "White 
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pape7" l' ~he Adminis~ratio~ can 
use In ltS own dellberatlons. 
Indeed, the basic thrust of the 

h ' , • 1 dI"W 1 te ,Paper's II prlnclp es an 
recomrhendations appear to be ' 


I I

largely. consistept with the 
direction the Administration is 


I . 

headed. ,In particular, we want 

to mo+e toward a hemispheric 
free trade area and believe that 

th,e NAFTA obligations are the 
right ones to use in that 

,proceqs. 
\ 

Status of USTR's Thin~ing on 
Iu.S. :eo11J.cy 

Let me share with you some of 
the obher ideas we at USTR have 
been donsideririg~ 

The issue of whether the 
United S,tates uses NAFTA 
accesdion or bilateral FTAs as 
the mdans to open markets is 
very important. We recognize 
that the most economically 



effective/ mean's "of expanding the 
NAFTAI is by acce:ssion. 'Your 
"White Paper" li,sts several 

I • '. ' reasons In favor, of a,cceSSlon. 

We are examin~ng the 
compatibility of the :NAFTA' s' 


• j.' , .•
provl?lons for acceSS'lon We
co 

are also considering the 
adaptability of the NAFTA's 
instiiutionalarrange~ents to 
other membersJ • 

At the same time, we'believe 
every country --: i~cluding the 
Unite~ States -- shou~d preserve 
the flexibility to conclude 
bilatJral GATT~cbnsistent trade

, I • ' 
eXpanqlOn agreements. We do not 
want t±he formation of trading 
bloc~ toprevent:oppo~tunities 
to 9pen!up markets -and expand 
trade. 

We have bee'n' consulting with 
Chile, our next FTA partner, on 



! " 

the m<bst appropriate , 
arran~ement. The presidents of 
both ~ountries, asked that

I ' " ,
Ambassador Kantor and Chilean 
'Finan~e Minister'Aninat' 

" I ' 

recommend to them whether a 
I ' a

separate FTA or~AFTA: acceSSlon 
would be the 'better approach. 

The NAFTA will set the u.s. 
standard for whatever: fre~ tradeI ' , 
arrangements we negotiate and 
concltlde, . 

For negotiations on such a 
compr1he,nsive, and complex 
agree~entto be $uccessful,
I' " ,

countries need to be ready. We 
'are e~amining appropriate 
"readilnE=ss" criteria that would 

serve as "building blocks" fora 
NAFTA-compatible.freetrade 
arrangement. ' 

I' d ad' f,I I

Areas un er" conSl e:ratlon or
I . • •. I' , , ' 

such 9rlterla lnqlude' 
democTIacy, macroeconomic 



conditions,.commercicil benefits, 

and ; 

trade and investment.' These 

IIbu~lp.ing blocks" . woul,d be .. 

deslgped to allo:w, us ,to 'use our 


i. I ' 

negot~atlngresources most 
effectively and to better ensure 
negottations, once begun, are 
succeksful. 

We: also understand1the varying 
views in Congress, the private 
sector land NGOs' about' the areas 
oflafuor and the envi'ronment. 

I, ' . . 

,We need to refine further our 

ideas Ion these "building blocks II, 
so that countries understand . 
clearlyI,the road \'to a free trade 

~ 

arrangement. 

u.s. policy, would be designed 
to be inclusive. We would work 

, . 
with all countries to,the extent 
both ~arties find it mutually
'I .advantiages. , 

, . 

-:l9 



) 0 Copntries that have met all of 

. thr criteria .would be most 

re~dyfor anFTA. " 


I 
o 	 WiEh oth~rcour:t7ies' we nlight, 

se~k an lntenslfled approach 
leading up to FTA 
ne~otiations. ,. 

I 
o 	 And l with other countries I we

I 	 ' 
wo~ld work on steps that would 
expand trade and, E1nhance 

I 	 •cooperatlon 0 ' 

, 'I . ' 

THESUMMIT/S ROLE 

We expect the' Summ,i t of the' 
Americas to provide the setting 
for d)efining fully apost-NAFTA 

I • 	 • 'Istrategy ln LatIn Amerlca and 
the Caribbean. 'We,would like 
the leaders to endorse. the 
construction of 'a hemispheric 
free trade area (HFTA) and to. , 

adopt concrete measures that 
would move the hemisphere toward 
that objective. ' 

-~-



Hemisphere would realize 
tremendous economic ~enefits. 

,CONCLUSION
I 

. ThJnk you· very much for the 
opportunity to. address'your 
Roundtable. I look forward to 
contihuirtg to work wi'th you on 
our t~ade policy for :Latin 
Amerita and the Caribbean. ' 
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This is my first visit to the Asia Society in New York and I have 
looked forwj'ard t'o this opportunity to speak to you for a long 
time. The Asia Society has a reputation for excellence-and 
influence tiot only on political and strategic issues but also on 
economic i~sues which have been the most <iynarriic force for change
th~oughout IAsia and the Pacific regi6n. . 

The Asia region is as diverse as, it is dynamic. 
, I 	 - : -

o 	 The largest country - -' China - - ,has a population of 1.2 
fuillion while the population of , the smallest ~- Bruneit- i~ less than ha~f ~ milli~n. ' 

o 	 rhe gross national products of the largest economy 
D"apan -- is one thousand times larger than the smallest , 	 . 
economy - - Brunel. ' 
1-, 

o 	 [n the APEC region the per capita income ranges from
i$380 to $28, 000. 

o 	 Ion the trade side, one country Singapore - - has a 
foreign trade value that is more than double its gross 
national product, while for another -- China -- foreign 
trade is merely 10 percent of its GNP. 

Before I address the recent trade issues 'that have and will 
dominate ~he news media -- the Japan Framework discussions, 
China's GATT accession, and APEC, the AsiaPacific Economic 
cooperati~n forum, I would like to give you a short perspective 
of the Clinton Administration's trade policy toward Asia. Trade 
policy -tm~-ard the Asia-Pacific region is not a "Japan" policy or 
a "china"lpo~icy. The ::egion is f~r t<:,0'7conomically diverse and 
culturally r1,ch to permlt such a slmpllstlc approach. Theother 
countrieslof Asia are equally significant and present varying 
challenges. For example, ASEAN collectively is our fourth -, 
largest t~ading partner and we export 40 percent more to the rest 
of Asia than we do to Japan and China. _ 

From a trlade policy perspective " the Clinton Administration has 
turned tHe corner on resolving many of the larger trade issues 
with a nJrnber of the countries' in Asia. -,' The highly contentious 
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criteria to assess progress under.the agreements and to achieve, 
over 	the medium term, signifiqant.increases: in market access and 
sales. 

I 
Japan also apnounced that it will make important'macroeconomic 
reforms, mar~in9 progress towards,meeting additional commitments 
under the Framework Agreement. The Government of Japan recently 
announced a bomprehensive tax 'reform packagi= which will extend a 
$55 billion ,cut in personal income taxes, and has decided to 
delay any ofjfset of the lost revenues until, April, 1997. This, 
along with a sustained increase in Japan's public expenditures, 
and a commitment to consider new expenditures in October, will 
help 	stimulcJte growth in domestic;demand.and should translate· 
intosubstan:tial new opportunities for Ameriican exporters. 

Let me give you some specifics about the four trade agreements 
·that I mentioned a moment ago.

I 	 ,
We concluded two telecommunications agreements -- one in public 
procurement Iby ,Japanese government agencies and one covering 
Nippon Telep,hone and. Telegraph (NTT) , the largest telephone , 
company in Japan, which is 65% government owned. With respect to 
the public procurement agreement,. government agencies already buy 
more than $2 billion of telecom equipment per year. How the 
government treats what is directly under its control often, sets 
the torie fo::t foreign purchases 'in the rest of the country. This 
market will Iexpand dramatically ~s Japan modernizes its 
government ~ommunications systems in the coming years. 
. ' I 	 ;. ' 
Under the agreement, the Government of Japan has committed to 
provide more detailed information , earlier in the process for 
each year'slprocurements. Suppliers will be invited to comment 
on all aspe~ts of the planned purchases, including the technical 
speci,ficatibn, technology, and budgets for the systems to be 
purchased r all before the request for proposals is finalized. 
For technic~l specifications, the GovernmeJ;lt of Japan will ensure 
that products and standards widely used worldwide will have a 
fair chancel in Japan. The Go,:"ernment o~ Japan will institute a 
modern "ove;rall best value" bJ.d evaluatJ.on system, t'o ensure that 
contracts are awarded to the best suppliers and products, and . 
that·everyo~e knows the basis fo+, the decision. The Government, 
of Japan will also reduce the number of sole-sourc~ contracts, 
which in th~ past have tended togo only to Japanese firms. 

, I 	 ' 
With respect to the NTT agreement, U.S. and foreign companies can 
count on: 

o 	 Better information earlier in the process; 

o 	 ~ult:lp~e opportunities, to shape ,the requests for 
proposals before they ~re issued; and 

http:evaluatJ.on


INSURANCE 

We have reached a landmark agreement to open Japan's $320 billion 
insurance mhrket -- the world's second largest -- which has been 
mired in a secretive and arbItrary regulatory system and 
exclusionarY ptirchasing 'practices among interconnected firms. 
Under the insurance agreement, the Government of Japan committed, 
among otherl things, to enhance the transpa~ency of its regulatory 

. system, pro~ide important procedural protection, introduce . 
specific liberalization measures, and strengthen its antitrust 
policy. THe a9reement enables non-Japanese insurance companies 
already actlive in Japan to build on the progress made to date, as 
well as allbw current players and newcomers to ~ake advantage of 
new busines1s opportunities created by the agreement.I . . . 
The Government of Japan agreed to compile,! publish, and make 
publicly a~ailable standards for, approval ,of licenses and new 
products, and put administrative guidance in writing. In 
addition, ~n order to ease the strong hold of its regulatory 
officials, /the Government of Japan agreed to introduce a 
simplified notification system for large commercial insurance. 
Japan further agreed to implement a three stage.deregulation plan 
on insurande products and rate approval which includes, among . 
other thin~s, easing insurance r'ate restrictions applicable to 
large commercial fire insurance,' and expanding the approval 
system forlkey products. The Government off Japan also'agreed to 
introduce the broker system to diversify and to promote 
competitio~ in insurance distripution channels. In order to make 
certain that competition rules a:r~ followed, the Governrnent of 
Japan agre~d to strictly enforce the Anti-'Monopoly Act (AMA) in 
the insurance sector and reviewAMA exemptions stipulated in the 

I ~ • . ".' •

Insurance BusJ.ness Law by fJ.:scal year 1995. The Japan FaJ.r Trade 
Commissiqn; which oversees competition, will also conduct a study 
of the Japanese insurance market. 

I . ~ j 

Here againl the agreement provides.for a set of qualitative and 
quantitative criteria to assess· implementation. 

I
OTHER AREAS 

Finally, wl agreed on principles to open Japan's highly 
cartelized' $4.5 billion market for flat.glass. We eXpect a full 
agreement lin this sector to follow by the end of t·his month. The 
results' ofl this agreement wLIl be direct and immediate, as our 
companies move into this market which has: been closed for fifty 
years.' we~ expect that this new. agreement will incorporate, among 
other thidgs: voluntary statements from Japanese consumers and 
distributdrs pledging a willingness to use competitive,foreign

I ."glass; procurement by the Government of Japan of competitive 
foreign g]ass products; and the'ability to assess results in this 
sector. . Nego·tiations to finalize this agreement are now underway 
in Tokyo ~d will continue through this month. 

'5 
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The United States has global and bilateral objectives that it 
wishes to pJrsUf: with China and we believe that we can do so in a 
mutually ad~antageous manner. We, have a gl'obal interest in 
seeing China better integrated into the wo~ld trading system, in 
continuing. to reform its system, and in growing its economy_ We' 
have a bilateral interest in ~reating a mo~e 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 are therefore pursuing a~umber of trade 
initiatives/in both multilateral ,and bilateral contexts. 

GATT/WTO Accession ' ' 

In the 1992/ Ma:r:ket Access Agreement, the United States committed 
to staunchly support China's accession to the GATT on the basis 
of an acceptable protocol of acc~ssion_ O'\lr commitment is to 
work constr~ctively with China and the other GATT Contracting 
Parties. W:ith the conclusion of the Uruguay Round, we are now 

I . " talking abo~t the protocol package that needs to be completed, 
including the conditions of market access and the schedules of 

"concessionsl in goods, services and agriculture. 

China's acc,ession to the GATT /WTb is important for several 
reasons. ~F1lirst, accession on acceptable t,erms will help ca~aly~e . 
and cement the current reform process. The structure of Chlna's' 
economic rtqformsand the overall direction must be compatible . 
with the GATT/WTO. Second, accession wil] assist China in 
following ilnternation,al trade rules and nqrms, and will keep ( 
China engaged in crafting ne;."1 rules for opening. markets in the 
years ahead. Of course, all. trading nations will benefit. 'And 
third, a· g40d protocol package for China will lead to 
substantia+, additional market opening and a much improved trade 
and invest~ent regime. 

Precisely because its foreign t~ade regim~ is so strong -

averaging 25 percent growth a year over the past five years 

China and the United States, as:well as the other Contracting 

Parties, hkve a responsibility to ensure that China's accession 

is based op solid economic commitments. Maintaining multilateral 

discipline13 that are applied uniformly to imports and 

domestical~y produced goods is the bedrock of the GATT system. 

This is aSI true for China as for every nat: ion that has acceded.or 

has apPliej<ito accede to the. GATT/WTO. :' 


We have ac1celeratedour work bilaterally with China and 

multilate:r;ally with other C~:mtract'ing Parties. to develop a 

protocol p,ackage for·accession to the GATT/WTO. We have made as

I· .

much progress as we have because of the hard work of our and 

China's negotiators.' Indeed; tnemarket access MOU and 

achievemertts thus far in our bilateral trade relations with China 

have est.ablished a . basis for moving ahead. 

7 
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partners willI be hurt over time. Nor will our goal of seeing 
China betterl integrated into the world trad,e system be achieved. 
In negotiatibg China's protocol, we intend to identify each issue 
that needs tb'be addressed and with mutual benefit in mind, work 

:to achieve 1ealistic, pragmatic, splutipns. , 

I would like to leave you with three thoughts on China's pending 
accession. First, we are working closely with China and other 
Contracting Parties on China's accession. ,Second, we have 
intensified our bilateral and multilateral efforts. And third, we 
must get China's protocol package right"prE;!cisely because we are 
committed to ensuring that the GATT/WTO System remains strong and 
viable. 'I" 

Bilateral Initiatives 

Our bilaterllinitiatives with China compl~ment and further our 
GATT/WTOacdessionprocess. We are currently engaged in 
negotiation~ and consultations on market access for goods, based 
on the 19921 Market Access MOU, market access for services, and 
intellectua~ property rights protection. Successful conclusion 
of these bilateral negotiations, and faith~ul implementation of 
the existing Agreements, will benefit the bilateral relationship 
and will also improve the' climate for China's GATT/WTO accession.I' ' , , , 
China's imp'lementation of the 1992 Market Access Agreement has 
been commendable, although some important: exceptions remain. In 
the Agreemebt itself, China committed over a five year period to 
a major reflorm of its import regime. That, includes elimination 
of 90 percent of all non-tariff barriers -- such as import 
licensing ~equ:irements and quotas, increased transparency along 
the lines 6f GATT Article X, elimination of the use of import ' 
substitutidn as a policy or practice, and an end to the use of 
sanitary artd phytosanitary standards as barriers to agricultural 
imports. , I ' 
China has taken important strides toward making its trade regime, 
more transparent. China has published a ~arge number of trade 
rules and tegulations 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 apply Beijing's trade' laws and 
regulation~ uniformly and that the provinces' trade'regimes are 
transparent. 

China has Lade a maj,or commitment to eliminate non-tariff 
barriers, hnd since the end of 1993, has reduced to 400, from the 
several thbusand that existed, the number: of GATT-inconsistent 
barriers. IThat is a major achievement. China's actions will' , 
open markelts j:or computers, medical equipment, heavy machinery; 
textiles, isteel products, chemicals, phar,maceutical, and other 

,9 
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intentions ~eality. 

IPR 

Protection of intellectual property rights (IPR)is an area of 
major conceJ!.n for the United States. Failure to protect IPR 
harms china'is legitimate ~esearch, and busiriess interests, as it 
does those of foreign couritries. Through ~mplementation of the 
1992 IPR Ag}eement, China has dramatically 'improved the legal 
basis for IPR protection. China has taken'importartt steps in 
implementing its legal regime, for IPR,. including strengthening 
copyrightp~otection by joining the Berne Convention, amending 
the patent +aw to include product patent prot~ction for . 
agrichemicals and pharmaceuticals and so on. 

In princiPll,the Chinese government recognizes that protection 
of intellectual property is important. While the legal regime 
attests to this recognition, in practice, there is virtually no 
effectiveertforcement of IPRin China. Piracy has escalated in' 
recent year~ and reached crisis proportions over the past year: 
Theft of copyrighted products is.omnipresent,with a 90-100 
percent piracy rate in computer software, motion pictures, 
videos, soutid recordings, and b06ks and periodicals. Twenty six 
CD factorie~, 15 in Guangdong province alone, have a production 
capacity ofl 75 million CDs, laser disks ana CD-ROMs, which are 
now being e~orted throughout Southeast Asia and North America. 

I .,' : 
Piracy constitutes a' significant market barrier to computer 
software prpducers and others who would like to invest and trade 
with China but dare not do so now. And, p~racy thwarts the . 
developmentIof China's own domestic industries. China will never 
be a major center for the development of software, for example, 
if it cannolt 'protect the inver:tions of its: most creative people. 

i:·
Many months

i 

of discussions with China on protection for 
intellectuall property products in 1993 and 1994 produced limited 
results, wilth t:he major producers and distributors of pirated 
products continuing in operation despite China's many promises to 
take action! and some limited raids. As areault, The 
Administratiion initiated a Special 301 inv.estigation into China's 
IPR enforcement practices. I believe it is in our mutual 
inter~st td reach agreement on this issue"but time is limited. 
We are looking to·three key elements in any agreement negotiated: 

! . 

o dffective measure; to curb piracy; 

o Jhe ~reation of an effective enforcement regime; and, 
I " . '1 ' ko ~arket access f or U.S. aud~ov~sua. wor s. 

Without acJess for legitimate works, the Jnvironment for piracy 
will remairl unchanged. ! 

11 
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for the growlth of our economies aJ,1d jobs. The APEC Eminent 
Persons Group has sketched out its vision of free trade in the 
region by trre year 2020, including ideas on how to get there. 
Others in tHe rE~gion have equally' provocati;ve ideas. APEC does 
not need to ladopt completely anyone plan, but we need to 
consider bOl11dlY and creatively how this org,anization can best ' 
support achievement of the freest, possible flow of goods and 
services in Ithe region -- in a manner designed to strengthen and 
expand the multilateral trading system', 

CONCLUSION I \ 

IIi conclusiQn, the United States is committed to a policy of 
active engagement in Asia through, bilateral, regional and 
multilateral means. We intend to' continue :to address issues' 
creatively cind flexibly and in a manner designed to foster global 
growth. 
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"DEVELOPMENTS, IN TAIWAN; TO 2020: 
IMPLICATIONS FOR U. S. TRADE INTERESTS" 

.i 

. INTRODUCTION 

M I 	~ d' : . I. f U SIb I do Y lOCUS to ay IS an; examInatIon 0 .. goa. an 
. regional 	 trade policy; ,of current and prospective trade 

negotiations with Taiwan; and the continuing U. S. trade 
relationship with one' of East Asia's success stories -- the 
pr~sperous, more plur,alistic society we see in Taiwan 
today. 

Administration Trade Policy 
, 'I 	 ' ' 

o 	 The Administration' s overall trade policy is clear'. ' The 
P~eside.nt remains c?~itte~' to open markets and 
e~pandIng trade. ThIS bIpartIsan polIcy has served the 

1 	 ,I 

United States well for over half a century. . . 

o 	 H~wever, the context in which:this policy is applied has .. 
clianged , dramatically., In a po.~t-Cold War world, more 
a~tention is focused Oil relative. economic strength. And 
virtually, every country in the world-- developed and 
dbveloping alike --'recognizes the, exi~tence of, and need to, 
compete in a global market. ' 

I 	 . : 
o 	 Unlike' other major economic iand political powers, the 


United States had never before seen its future tied so 

1 	 ' 

closely to the economic futures of others,... In the ,1970s 

http:P~eside.nt


· . 


exports and imports accounted for: about 14 percent of our 
ecottolIlic life. Now, however, trade as a proportion of 
gro~s domestic product exceeds 28; percent and is projected 
to be 36 percent in 2010:. . ; . 

I ' . 	 . 
o 	 Whiile the economic. iri-Iportance; of' trade is becoming 

increasingly clear, the political support for. open markets 
am6ng the American p~ople and ;in Congress needs to be . 
strdngthened. ':i" . . . . 

o 	 In ihe short run of cour~e, the m6st important objective of 
theIAdministration is Congressibnal' enactment of GATT 
legislation.. ~.' .. .. 

o 	 Ratid implementation of the Uruguay Round sets in motion 
a range of actions uriprecedented in global economic history 
-- ~xpanding jobs, enhancing pr~ductivity, and increasing 
reci! 	wages. 'j, . : 

Economists estinlate-that the:increased trade will pump 
between $100 and $200 milllon into the U.S. economy 
every year after the Round is fully implemented. 

i 

o 	 T~e ·Uruguay Round's entryipto force will build the 
foundations for a tremendous' expansion of trade and 
prbsperity for the 21st century.: It will aslo set down a 
cdmnlon set of rules that will guide international trading I 	 . '.
nations. Therefore, we want to set an example for all 
cduntries to implement these commitments 'by January 1,

I 	 ' ' 

1995. 	 . I 

o . IJ the context of our trade POli~y with Asia, of cour$e, in 



, 

i 
i - ~4 

, ' '~\~' \iN!\,
addition to the GATT ~ our k~ 1\ initiative has been in 
advancing APEC -- .AsHl Pacific Economic Cooperation. 

o 	 Le~ders from 18 Asian and Pa~ific countries, including 
President Clinton, have just retUrned from Jakarta. As 
m~ny of you have r~ad~' the meetings resulted in an 
endorsement, of a plan: proposed; by 'Indonesian President 
So~harto, to have open: and free !markets in the region by 
the year 2020. ' ': 

I 

o 	 We consider the 'APEC process i important to our overall 

,I " . 

efforts to break down· barriers land expand trade in the 
dyhanlic Asia-Pacific' ,region. I APEC is a forum for 
beginning cooperation toward this end now, with the aim of 
achieving fully open m~rkets in ~he longer run., 

The 	u1. andTaiwan: What Guides U.S. In~erests 
! 

o 	 I'llike to now turn specifically to our policy toward 
TJiwan. Although my focus is 0n trade policy, I want to 
bdgin by discussing the the overall context of U. S., 
relations with Taiwan, and w11at governs our interests 
thrre. 

o 	 The Administration ha.~ carefully examined every facet of 
o~r unofficial ties: with Taiwan. 'The lengthy, detailed 
i1lteragency policy: review that !we have conducted, is the 
fitst of its kind launched by any administration of either 
p6litical party since we shifted recognition to Beijing' in 

I1979. " ',' , . 

I 
I 

o 	 Tihe . foundation of our approach; has· been to advance U. S. 

i 
i 
' 



I 
i 

i 
nati10nal objectives in our relatio:r.s with Taiwan and. the 
P.R.C., as well as in the Asia-Pacific area generally. rhe. 
resJlts:, we believe, strike the right balance between Taipei 
andl Beij ing, laying the basis for further expanding relations 
with both while ensuring continued peace and stability in 
the Taiwan Strait. . i 

o The basic framework of ¢lur policies toward the P.R.C. 'and 
Tairan remains uI~chan~ed. U:S.: policy ~9ward Taiwan is , 
go~erned, of course, by the TaIwan Relations Act of 1979. 
Thlee communiques with the PeoRle' sRepublic of China -
thel Shanghai Communique of 1972, the .Normalization 
Communique of 1979, and the Joint .Communique of 1982 
-- Jlso constitute part of the foun4ation. . 

·0 	 In ~e joint communique shifting ~iPlomatic relations to the 
P.~.C. 15 years ago, the .United States recognized "the 
Gorernment of the People' s Rep~blic of China as the sole 
. legal (iovernment of China." The document further states 
th~t ""Within this context, the people of the United States 
will Dlaintain cultural, comnlercial, and other unofficial 
relktions with the people of Taiwan. " , 

I 

o 	 The U'nited States also acknowledged "the Chinese position J 

thdre is but one China and Taiwan is part of China." 
TI~ese fornlulations wer~ repeated; in the 1982 comnlunique. 
Si~ce 1978, each administration has reaffirmed this policy. 

: .! 


. : I .

I 

o Within this framework, the President has . decided to
I . . I I 	 , 

enhance our unofficial : ties with; Taiwan. Our goal is to 
I 	 ,: . , 

reinforce the success of our' funqamental policy approach, 
wfuich has promoted pe~ce and gfowth. in the region, while 

, 	 : 
i 
I , 



, . , 
'. 

."." '; 

. accomlnodating changirtg circu~stances in ways that 
adv,~nce V. S. interests.' ; 

o 	 WJbelieve it wou be a: serious .! istake to derail this basic 
. policy of several adm . stratio s b¥ introducing what China 
wo~ld undoubtedly perc .Yo as officiality in our relations 
with Taiwan. This is' . h the' Administration strongly 
opposes Congressiona attempt to legislate visits by top 
leatlers of the "Re:g lic of China' .the V. S. 

. . 

Let me give you the highlights of our !changes. 
I 	 " 

o' We are now prepared to send high-level officials from V.S. 
ecJnolnic and technical agencies to visit Taiwan. We will 
make judgments as' to what level. of visitor best serves our 
'intbrests. They will. have . meetings at whatever levels 

. netessary to accomplish our objectives. We are also 
prbpared to establish a sub-cabin~t economic dialogue. with 

. TaJiwan. ,i 

o 	 wil alsoare ~aking some c~ange~ in the ways we p~omote 
our commerCIal and technical : Interests in WashIngton, 
including' where meetings can be held.. 

Taiwan: The Trade and Economic Setting 

o 	 Al I mentioned in~y remkks on APEC, building 
edonomic cooperation in the dynamic markets of east Asia 
is/ a key focus of the Administra~ion. Taiwan is a vital part 
of this focus. Let me explain why. : 



o 	 Only four decades ago, Taiwan was largely an agricultural
bas~d economy; was a recipient of: American aid; and was 
in need of special access to our market. Half of its 
indrtstry was in the public sector. , In 1955 'Taiwan's total 
trad¢ was $324 nlillion and per capita income $192. , 

o 	 Tai~an's trade today is in excess iof $150 billion, and per 
capita income is more than $10,509. Taiwan's growth rate 
in 1[993 was a respectable ~.1 %? a~d while ?el.ow the 7.8 % 
growth of the 1985-92 penod, It \yas a statIstIC that would 

. be highly prized by any other developed economy. " 
j . 	 I : . 

I" 	 , 

o 	 U.S. trade with Taiwan in 1955 totaled $101 million;Olast 
. year it was $40 billion, making iti our sixth largest trading. 

I
partner. . i . 

'-"" 


. 
With a $40 billion two-way trade relationship, 
inevitably problems arise. Trade negotiations of some 
kind Occur frequently between our two sides and they 
have been at times :quite tough. ' 

But in fact, the large surplus Taiwan enjoyed in its 
trade with us, and: the pressures this was bringing to 
bear on the relatiqnship, have led them to pursue a, 
vigorous program; to address the issue in the late 
1980's. This has worked to the benefit of both 
countries . 

. 0 ,THe task before us is tp shape qur trading relation to the 

greatest possible 

re~ationship, and 

offer the means 


mutual" benefit. The breadth of our 
our common interest in preserving it, 
to preserve a : friendly and cooperative 

I . 

! 



., 

atmbsphere despite the sometime,s complex and difficult 
issJes to be resolved. !' 

. 	 , 

o 	 Let me now discuss some of these specific issues in' our 
bilateral trading relationship. !. 	 . . 

. 	 I . 
Protecti@n of Intellectual Proherty Rights 

I 	 .' I ; 

o 	 . W ti have engaged for over two years beginning in early 
199,2 in an intensive effort ·to provide for the protection of 

. I 

intelleetual property rig~ts. ; 

o 	 Thl result of our, at times difficult, bilateral work ,is a 
clifuate of measurably improved IpR protection on Taiwan; 
siglnificant progress in the copyright area and important 
steps in the trademark and patent: areas. . 

·0 	 silce early 1993, the E~ecutive Yuan and Legislative Yuan 
in ITaiwan have' taken. a nurrl~ber of important steps, 
including statutory and administr~tive improvements as well 
as I the enhancement of enforcement efforts, that have 
brought the IPRregime close to TRIPS (the new GATT 

I 	 . • • . 

1Pf-	agteement) stal1da~ds. (! r~~~tl0n se e s 

I 	 i 
o 	 Wfe believe that Taiwaq has taken these steps to protect IPR 

for. several. good reasons: . . 

Ul.u.~ K la~pring 
h 

Taiwan, having.: benefitte~ from the rules-based 
discipline of the international trading system, realized 
the need to contribute to the system by meeting its 

. , 



obligations, which include the protection of IPR. 
. ' 

Taiwan realized that' failure: to protect IPR would 
hamper foreign investment, ~nd techno~ogy transfer, 
and thus cripple Taiwan efforits to make the necessary 
transition to a high tech econ~my. 

, , 

Taiwan's~ators-mJ inventors began to suffer the 
consequences of mil)imal IPR~as th~ir ,intellectual work 
Was liable to theft qy others. :1y(}\t:vh-- ", 

, 	 1 . 

o 	 We aiIn to build on our past success in the IPR area' in our 
ongoing GATT/WTO accession negotiations. We would 
like Taiwan to achieve complete consistency with the TRIPs 
, agrbenent as soon as pO$sible, as appropriate for a country 
ati~s stage of economic; development. 

I , ' I ' ",.
" 

'r 

GATTIWTO Accession' , ; 
. 	 I 

o 	 This brings me to the subject of 'our ongoing negotiations 
with Taiwan on GATT/WTO ~ccession. ' Let me 'first, 	 ' 

dis,cuss our 'policy in this area, and then briefly recap where 
the talks are on a substantive level. , ' 

, 

o In general, we continue tQ support GATT/WTO 
mymbership for Taiwan, as' well as China, when 
substantive requirment~ are met.;, ' , • 

o TJe issue of which Iiow acce~sionproceeds, and· who 
I 	 , 

prpceeds first, is not for resolution by the United States 
alone. GATT/WTO accessions are multilateral affairs. 
i' I 



" 

I 

o 	 GATT decisions are, by ,consensus, and we will require a 
con~ensus among GATT members, on the timing of both 
Tai~an's and China's accession. ; 

o 	 But clearly, as Taiwan's importance in international trade 
grows daily, the opportunity to include this major trading 
entity is of great significance to the newly established WTO 

, and 	its members. ': ' 

o 	 Fori Taiwan, GATT accession will .establish a framework 
i 	 I 

for ITaiwan' s commercial interaction with members of the 
W1fO, and will secure benefits and privileges for Taiwan's 
trade that are established by inter~atioIiaI obligation. ' 

I 	 ' .; : 
o 	 With resepct to the progress of' accession talks with 

Tai~an, substantive' ne~otiations 'on accession have been 
taking place since April 1993. 

; I .' , :. 	 ' 

o 	 In November 1993 we tabled an ambitious GATT accession 
tariff request of Taiwan and most recently held bilateral 
COfultations in late September as well as this week. . 

o 	 Talks with Taiwan are ongoing to develop a strong 
"ptotocol package." . That is the, protocol' setting, our the 
terms and· conditions Qf membership, and schedules of 
cOfcessions for industri~l products, services' and 
agriculture. I 

i. 

I 	 : 

o 	 Ta~wan's GATT accession will clearly require changes in 
itsl current trade regim~,and cOInmitments to operate its 
trade policy within the GATT/;WTO framework in the 
future. This will, in some 

. 
cases, ipresent a challenge to the 

.I . 
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Tairan authorities. in dealing with some of their more 
entrenched economic interests. 

I 	 ' 
o 	 InJ~e tariff area, ear~ier t~s:.~ear, Taiwan .offered 

pohtlcallyand commercIally slgmflcant cuts durIng our 
"prb-GATT" tariff nego~iations. 

I 

Taiwan made tariff:offers on: 89% of our top priority 
requests and agreed to reduce tariffs on 483 U. S. 
export items valueq at $889 :million with an ·average 
depth of cut of 21 %. : 

o 	 . Although the Legislative Yuan i failed to enact these 
"inimediate" tariff cuts: into law by.: the end of its .last 
session, prompt action! this session will help to· restore 
Tairan's credibility, while also peing seen as a political 
"good will" gesture "and l a ferm e~ GA++-ztee~w1k

I . . I 	 . "1 
"'Pa~Tmeflt. 	 ; I 

o 	 A successful outcome t6 accession talks overall should be 
well worth Taiwan' s' eff~rt, as it ,*ill greatly strengthen and 
br9aden . . Taiwan's economy: and its commercial 
oPlortumtles. 

I 

o 	 The lJnited States intends to continue to be a major
I 	 . , , 

patticipant in the negotiation. TtIis is a good opportunity 
fori establishing access· for our e~ports to Taiwan, as :well 
as 10 address some lon~-standing.trade problems.. 

PELLY AMENDMENT; TRADE SANCTIONS: 

o 	 Thb third bilateral trade issue important to note is our 
ac~ion under the Pelly Amenment last year . 

. i 
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I I 

o 	 Pell¥ Amendment sanctions were iI)1posed-on s'elect wildlife 
products from Taiwan ,in- August because of Taiwan's 
continued failure to enforce prohipitions on trade in parts 

- of e1ndangered species of tiger and rhino. 
-	 I' 

I 

" I , ' 

o 	 The value of the trade is estimated to be $22.4 million. 
Pr:esident Clinton has committed to review his decision to 
impbse ~anctions in December. -i 

I 
I 

- I ' 

o 	 Th~ sanctions that were imposed iil August originated with 
a September 7, 1993, certific~tion under the Pelly 
Ambndment by the Secretary of the Interior, based on a 
rec~mrnendation of a CITES ,(Convention on International 
Trabe in Endangered Species of: Wild Fauna and Flora) 
starlding committee, that residents, of Taiwan were trading 
in thinoceros and tiger, parts an~ products, and thereby 
dirrlinishing the effectiveness of tIi Convention. ' 

I _""W""_ 

:t C\E 
o 	 ,In November of' 1993:, President _ Inton reported to 

COllgress that if "measl;lrable, v~rifiable and substantial" 
progress to end this trade was not made by Taiwari by 
Match of 1994, import :prohibitiqns would be necessary. 

I 	 ' 

o 	 ,In April the President! reported I again to Congress _that 
altliough Taiwan had made some progress, its efforts were 
ins~ffilCient in several key areas. At that time the President 
dirbcted that imports 'of wildlife I specinlens and products 
froin l'aiwan be prohibited, but 90mmitted to review this 
dedision in December. :, I 	 ' , 

I 	 I I 

o	 The prohibitions took effect in Ahgust, and apply to some 
willctlife products from Taiwan (rrtainly coral and shells).' 

, I 



. 
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i, 	 . 

, 

o . A list of specific criteria; for evaluating Taiwan's . progress 
has I be~n .sent.tQT~iwan, an?;, there' have. been 
commumcatIons wIth TaIwanese qfficials on the subject. 

Criteria include: passage I and implementation 
arnendments to the Wildlife Conservation Law 

I , 

(enacted by the Legislative Yuan in late October) that 
will effectively allow Taiwanito deter trade in CITES
listed species, and :effective [control of privately-held 
stocks of rhino horn and tig~r bone. 

I ' 

i 

o 	 In ~ddition, Taiwan is being askeq to denlonstrate effective 
en~orcement under ,existing and, new legislation, and to 

. improve public 	aWc;lreness of the threat to CITES-listed 
species posed by illegal trade. W~ are currently evaluating 
thd.

I 
content of the' recently passed amendments to the 

Wildlife Conservation Law.
,I 

'! 

I . 	 ,'. 
TRADE AND INVESTMENT FRANIEWORK AGREEMENT 

. (TIFA)t ~ . 

o 	 ole final area worth; noting is the recent Trade and 
Investment Framework ;Agreement, or TIFA, with Taiwan. 

I 	 . 

o 	 A TIl~A was signed on' Septemb~r '19, 1994. We are now 
inftiating steps to ,begin to use it·· as a foundation for 
adyancing the U.S.~Taiwan dialogue on trade and 
illivesltnlent liberalization. ! 

o 	 The TIF A could be a logical co~encement point for any 
ldnge:r term efforts of additional iopening of Taiwan's trade 
artd investment regime. 'Once i the outlines of Taiwan's 

• t ,_ 

i , 
I 
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G1\TT/WTO Protocol of Accession have taken shape, we 

will have the' contours of the map upon which to build' 

further through the mechanism of the TIFA. ' 

, 
" , 

Conclusion I 

o 	 De~Pite the· complexity: of our Jilateral interactions, the 
,United States 	and Taiwan have consistently maintained a 
corhprehensive ,--although ~nofficial-- economic 

11. h' Ire atlons lp., 	 : 

o 	 wJile we will insistthat Taiwan Jonduct its trade relations 
I 	 ',: ' ' , 

wirp us' according ,to our bilat~ral, agreements and the 
acqepted norms of the intern~tional trading system, 
A~eric~~ business: mu~t still, b¢ prepared for stiffened 
corppetltlon. , 

, I ' 	 .' 

o 	 And given the nlore open atmqsphere and dispersal of 
, po~er ,among institutions and i interest groups, trade 

disputes, bilateral actions and agreements will all conle 
under closer scrutiny,' and I will: be :more complex ,and' 
difficult to resolve.' :' " : , 

o 	 LiJeWise the political changes oq;urring on Taiwan have a 
dirbct effect 'on the conduct of, affairs 'with that island. 
Both public and private 'sector relationships must deC:llwith 

I 	 ' 

a far more diverse entity that: is seeking to define its 
,irtthrnational identity. ,;'" 

I 	 I 

o 	 Political power is being redistrtbuted giving nl0re of a 
" 



, share of it to legislative 'bodies and local governments than' 
has! previously been th~ case. ~ Interest groups, in' this 
aioSPhere, canyield ~ore influfnce. . 

o 	 , Ho~ever, while the :relations~ip is becoming more 

complex, it is in an atmosphere tijat is increasingly like the 

on~ we are accustome4 to worKing in here in America. 

Furthermore, w~ must not overl~ok our advantages. . 


o 	 OUjr economic 'aid and lour market were instrumental in 
Taiwan's rise to economic prominence.' " , 

o 	 Mlre recently we supp~rted Tai~an's entrance into APECA ' ~ 
".-,---ia:ttllt\':1dt"1~::lTIt)flC afHoag the major ecollOwi@8,'Aleworkedactively 

to I support Taiwan's: entrance into GATT, again 
demonstrating American commit~ent to this relationship. 

I 	 : I 

o 	., Nonetheless, it remains : for both ~ides of this relationship to 

cohtinue to bring to it: the hard: .work and determination 

netessary to make it successful. ; 


. [. 
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Tjhe Honorable Charlene Barshefsky 

I?eputy Trade Representative I. 

qffice of the Special Trade Reprysentativ 


I' 

1 ! 

600 l7th Street, N. W., Room 200 

I 

Washi.ngton, D.C. 20506, 

I By Fax: 202.395.4549 


I . ' i . 

Dear Ambassador Barshefsky: . Ii ;I ) , 

. ,,:. ,_,' _>"_,.<".:_'~.;.'.~c\t~;'i",,J"'«<>l.i""""'-I.' _ " ,,' .. ,'___
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',., 

•
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!~~~;;~~;;~~;6~;:;G~;~;tii;~"lJ;~;:~~;~~,~;I~1tif6~ 

I discussion ofU.S./Japan tradi' j' ;): I 'I'll 

, ..'I. I 
Serving trade professionals in th, Washington; ~.o itfea for OV(/ ten ).ears, the 
Washington lnternational T.rade Associat.ion spqnsots' . 'llblic infon~I:Jion ~~rograms

I I .... , , II 
featuring a di.verse array of: p?licymakers; ,inc1ui ng all reqrl U... Tradel 
Representatives, other c.abinet s!:retaries, <.at.:lp pr~.,I" .i~enl memtJr/,)or C, ongress 
and the diplomatic community. ur monthly p-a~~ {, ~licy lunchE!l,· s, bI~asts, 
embassy events and seminars rovide an :e*ce,ll~(, bpportunin Jor ~he· open 
e~change of views on curren~ issties in inte~~~tionf\ rfde. Kn~~·\ll b~l for the 
hlgh quality of our programs 'an the diversIty of qu,' .fllembershJt ,wnA' s 800 . 
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At this critical time, we WOl.ild lie honored jif 'yO\1 '-"l VI " s abolil 
U.S.lJapan trade negotiations. lOne of Ollf Boa)d 'i.'r Krist 0 the 
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, " 
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Edward J. Black!",. 
President 
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Free Trade: thr Bridgeito Asia 

o 	 Increasingly, Americans are realizing that . I 	 . .
economic prosperity at, home de:pends critically on 
grow~ng markets abroad. 

o 

o 

o· 

Trade is now the primary generator of. 
economic growth .!Trade as: a share of GDP has 
risen from 13 percent in ~970 to 26 percent 
in 1993. ! 

Trade will be the,; fastest :growing componE:nt 
of our GDP throughout thefrest' of the decade. , 

, 
Wages in the exporting sector are 15-17 
percent higher th~n in th~ rest of the 
,economy.
" , 

""'~" I ' 

o 	 We <tan :d0., longer look! to EuroJPe as our partner in 
tra<fie lib~);,~lization.: Europe i found it difficult 
to support ahQ. conclude a larger Uruguay Round 

. package and is"'\1='!0w looking inward as it expands 
itslinternal mar~et by enlarging the European

• I '\'., j 


\ Unlon . ',' I 
 I,":o - The United States needs to look to the Asian and 
.... ij 

. 	 , 

Latin American market,~as the! generators of 
" 	 grokth.· Latin Americ'a ~sen,ts enormous ' 

oppbrtunities for gr~wth ,ut [the Asian economies 
arej n?t only f~r lar~er bu alIso Asia is the most 
dYI1Jaml,C economIC regIon of th;e world.. ' 

" 

\
\\eIt By any measure Asia Pacific region is booming and 
.~ 

growing in importance:.. 
over the past, three decades, Asia's share of 
the 	world's GDP has grown from 8% to more 
thari 25%; 	 , 

, 
, , r 

the dynamic Asian econom~es continue to grow 
at three times the rate of the established 
industrial countries; i 

, i 



insurance. 

o 	 These agreements were the result of a firm, 
cons~stent and resolut~ trade ~olicy pursued by 
the Clinton Administration over; the past ,15 
montl1s. These agreements 'will ;produce real, 
tang~ble change and, br~ng concrete 'results in our 
trad~ relationship ~itb Japan. ; 

o ~or the first time~ consis~ent ,with the 
, 	 . I

ilinderlying Framework Agreement of July 1993, 
JTapan has committep. to using objective 
~ua:rititative and qp.alitative criteria to 
assess progress un~er th~ agreements and to 
achieve, over the medium term, significant 
increases in mar t access and sales. 

I i 
o 	 Japan also announced that it will make important 

macr~economic reforms,:' marking' progress towarq,s 
meeting additional comtnitments!under the FrameworkI· . 	 ,
Agreement. 	 , 
I. 	 ; 

o The Government of :Japan re,cently announced a 
. !comprehensive tax :reform package which will 
extend a $55 bill~on cut ~n'personal income 

,taxes,and has decided to ,delay any offset of 
'the: lost revenues until April, 1997. This, 
along with a sustained increase in Japan's 
public expenditur~s, and a commitment to 
consider new expenditures lin October, will 
help stimulate grQwth in (~omestic demand and 
should translate into substantial new 
opportunities' for: Americart exporters. 

o 	 Negotiations will continue ne~t week on glass 

CHINA 

The United States has 
, 

both an economic and 
political stake in .developing,pro~uctive, healthy 
andlstable relationships with:al~ countries in 
Asia, including China~ i ' 

I 	 i 
o 	 We recognize the. enon;nous achi-evements that. 

.• f 



China's reform policies 
I 

have br'ought.
I 	 ,I ' 

o 	 China is ,now the fastest g:riowing major 
~conomy in the world. I

' 	 " 
.: II 

o 	 Up and down China's east coast and now 
,Jxtending 	to China~s inland provinces, 
Jcollomic development is proceeding at a
f 	 ' ,

, lDrea thtaking pace. ' 
I 	 ': I 

o 	 I have been overwhelmed by! the magnitude of 
the, change that has taken place in Beijing 
a.lone, much less in Guangd<bng and the booming 
provinces in central and south China. ' 

I 
: i ' I ' 

o 	 As a trading regime,China has!also,undergone a 
remarkable transformat~on.' I 

I', 	 , ," 
o 	 China is now the l:lth larg~st trader ln the 

~orld, with two-way trade ~ast:year 
~pproaching $200 billion.: ' 
I 	 , ; , 

o Fhina:s trade w~tr:i the Uniit7d States has 
experlenced a slml:larly rapld growth. 
!Beginning from: a minuscule:, base in the la'te 
1970s, U.S.-China trade grew to $40 billion: 
in 1993 and could :reach $~O billion by the 
nd of the year. 

,
' I 

I 

'i ! 

o 	 Howewer~ our trade is now badl~ out of balance. 
1 

i 

o 	 China exports vast quanti~ies of goods to the 
United States, but. still bUYs ,relatively 
little from us. 

, 
o We have a projected trade deficit of $28 

billion in 1994. ;No other maj'or trading 
partner has a deficit in ~oods of that size 
wi th China - - and: no other maj'or trading 
partner's market is as 6p~n to Chinese good~ 
and services as, the United States. 

o 	 The United States pas global ~nd bilateral 
objectives that it wishes to purs-qe with' China and 
we believe that we, can do so tn a mutually 

i 
I, 



advantageous manner. 

o 	 Le have a global ihterest ~n seeing China 
~etter integrated into the world trading 
kystem, in continuing to reforn:t its system, 
knd in growing ,its economy I. 

, ,I 


" I:
o 	 We have a bilateral intere~t in creating a 
tnorereciprocal trade relationship that 
~rings substantially greater benefits to the 
United States. ' 
I . ! 

~hese'int~rest~ a~e intert~ined. We are 
forking with China: to 'establish a trade 
Iframework that, is based onl the rule' of law. 
Whether through negotiations on GATT 
laccession or through bilat,eral, negotiq.tions ' 
!on:market access or IPR, w,e are seeking to 
iestablish a tradirig systerri for, China that 
will be predictab~e and in conformity with 
international ~ul~s. 

i ,
APEC 

o Whi:tr~ much has bee~' Iaccomp:l±-s~edbTl~terally the 
reisdl'~ti9iC,?{ bil~te a~ tlade~~,spute~_are not·', 
li!k~lY\yo Yle~,d t!he g ;~!lfl' that' are necessary to 
prp~el 'economi'6::.-../growth into the next century. And 

' while the benefits of 'the Uruguay 'Round certainly
\II are Isubstanti~l, we mtist beg~ri to loo~ beyond . 
Jd those accompllshments ;and bUl~d thellnks to ASla 
i \I and 'Latin America that will d~termine our .own 

economic destiny. j' 

I . 	 ,I 

o 	 In this dynamic environment flexibility is: the key
I 	 '. ' 

to survival' for companies and must, also .be the 
bas~s of our trade 'policy efforts.' We need ,to 
tak~ advantage of opportunities to support open 

, :. 	 j I ,

trad.e and lnvestment wherever.~ they arlse - - at the 
bil~teral, global, or'regionailevels. 

o 	 In ihe most dynamic'regions of the,world,'e.g. 
Asia and Latin America, regiorial integration will 
mov~ ahead with or without us~ Our economic well • 	 ' . I ' 
being requires that we remain; major economic 

I 



participants in key regions. :. . 

o AS~~e_Q!'oJ:ilems

throu1gh the use of the ;punitive: tools provided us 
bY Usl., trade legislatiori, e.g. S!ection 301, Titl7VII ,etc., we mU9-t~t.§.Q_f~.w.el?--G-YcoOperatlve 

\ relationships with our ,trading partners in key~ regi9ns. :.: I 	 , 

o [jhesJ relationships must be sh~ped to support open 
business environmen,ts W,hiCh inqrease access fO, r US 
good~, services, and capital and promote economic 

.' 	grow~h and job creation JEOr --a:lI petrties--.APEC is 

an e~ample of our pursuit of these goals in the 

world's fastest growing region.: 


I 	 . . : 

o 	 On November 15, the Leaders of :the 18 APEC 
I • 	 . ' .economles set forth a goal o.f free and open trade 

and investment in the region by the year 2020, 
With/the industrialized members of.APEC to achieve 
this goal by 2010. Thisachie~ement is a tribute 
to the process ~reside~t Clint~n launched in 
~eat~leand to Indonesian President Soeharto's 
eff6~ts to furth~r ~efine the $eattle vision. 

o 	 The ~eclaration of com~on Resolve issued by' the 
Lead~rs is a striking reflecti6n of the extent to 
which Asian countries have accepted the basic 
idea~ of market-driven: economic growth, e.g., that 
freer trade is a key element in job creation and 
econbmic growth. .: I

(5) 
o . The ~eclaration is als~ an his~ori2 opportunity to 

lock~in the benefit of hat philosophy -- by 
dismant lng 0 staclesto trade: and. investment 
for the US and all APEC members. " ' 

o 	 In akdition, .the Decla!ration p~oVides an 

unprbcedented opportunity for development of a 

regi6nal arrangemerit which helps insure the' two' 

side's of the Pacific are drawn; further together, 

ath~r than drift apar.t,· in bo;th economic.",and and 

broaaer strategic terms. ,', (k \\ 
I . 	 \~~"')..JI 

o 	 Howe~er, the Declaration repre~ent' th~~ginning 

': 	 dJ/]~ 
/ 



i 

of a process, not its end. The:det~iled plan for 
reaching the Leaders goal will be developed over 

,the cburse of the coming year by APEC Ministers . 
and pt-esented to the Leaders fo;r their review when 
they hext meeting in Osaka in Noveffiber, 1995. 

I i,'I 	 ' I 	 ' 

o 	 We don't yet ,know what that plan will look like, 
but .I can offer you some preliminary thoughts ' 
which I, think can help place AP;EC' S,' move toward 
free and open trade on a sound :footing: 

! ':1' ,
" 	 I' ': ! .

FlirS.t, any APEC ar17angement must be developed 
in close coordinat~on with :the business " 
dommunity; the Administrat:lon is committed to 
dIose coordination 'with US icompanies and the,: 
Oonqress; , 

~s :,mPhasized by the Leaders in their 
Declaration, APEC's efforts must be 
consistent with' thEbGATT/WTO and should 
~trengthen the multilateral trading system; 

(~-, - In movirig APEC toward open: trade, we must 
'., find a way to handle the problem of II free 

:riders", within APEC and b~tween APEC.members 
, cind other countries in other regions; . 

I ' 	 !,!, 

any APEC arrangeme~t shoul~ include the free 
flo~~ of goods, services " and capital and 
~hould address all: barriers i .,e.', tariffs, 'I 

*on,-tariff, measures, and~.,. structural 
lssues.· 	 , , I'I ' 	 , 

• 	 :' I " 
o The If\PEC process will not consist,of 18 members 

sitting at a table fori a Nafta+like FTA 
rieg6tt.iation; it will most likely be structured as 
a set. of building blocks toward open trade.

" , 	 I' I , 'I 	 ' i :', 

o 	 For example, the process could: emphasize over the 
pextlfew 	years acceleration ofiAPEC's trade 
faci~itation agenda -~, e.g., h~rmonization arid 
simp~ification of Cust9ms proc~dures, increased 
transparency in rules and rule~making, reduction 
in redundant testing procedures through mutual 
recogni t ion of conformance pro~edures etc.. ; theseI 



I 

, 	 i 

are important practical: steps that can improve the 
business environment and lay a foundation for 
broadbr efforts toward 'open tra~e. , . 

I 

o 	 As a ,follow-on to these initial; building blocks 
APEC pan move to addreS's issues! such. tariff cuts, 
elimination of non-tariff measu:res, and post-UR 
issuels such as environment. i'· 

o 	 In addition, there are :a number of planned or 
existling' linkages in the region: . 

The 	ABEAN countries have accelerated their.I 	 . . 
efforts to create an ABEAN Free' Trade 
Agreement; . 

Ih '. 	 d.. 	 I..'F e 	 UB lS commltte to negqtlatlng an FTA 
with Chile, possible expanding NAFTA; 

Jew Zealand has be~n prel~minary discussions 
with Chile on an FTAi ' 

lustralia and New ~ealand ~ill begin"a' 
dialogue .on linkages betwe~n their FTA the 
aloser Economic Relations Act arid the 

I

ABEAN FTA. 
, 	 . I 

o 	 ThesJ a'rrangements pos~ interesting options for 
APECand raise questio~s we wi]l need to explore, 
including how APEC can:incorporate or build upon 
thes~ linkages, and ho~ future :bilateral or sub-

I 	 " 
.regi~nal effor~s towar~ open t~ade can best be 
inco~porated in the APEC process.

I· 	 ' j 

Conclusiqn 

o 	 This IAdministratiori has much t6 be proud of in the 
trade arena. The conclusion of the NAFTA, the 
conclusion of the Uruguay Round and passage of 
implJmenting legislatibn, and~owthe decision by 
APEClleaders to conclude an FTA by 2020. To be 
sure~ our bilateral ag~nda will be full b t the . 
buildin9 of this bridge to the:dynamic a d diverse 
Asian ~arketplace will: set the,directio for trade 
libelalization around the globEh'/g ~,

(	J~;: (C1j'.4 "\ 
~11Vttl{ r~) 
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I i 
agreement I ,'we will ilook at itrade issues in a 
broader context rather tha~ solely through a 
trade action looking-glass.~ 

o With the ASEAN countries we have establishedI 

the Alliance for Mutual Growth ,(AMG) anI 

approach ,dedicated to expanding' trade and 
commercial ties which l for!the first timel 
will mobilized government iesou:rces - - both, 
human and financial alo:q.g with priv~te 
sector resources.. 	 I 

i' I 

o 	 Even on the sensitive GSP work~r rights issues l we 
have undertaken a cooperative approach -- one 
aimed at achieving deeper and J,onger-Iasting 
progress -- which is yielding results. 

o 	 In ~1alaysial we' have ini tiated a dialogue 
undE~r which we wili examine ways to resolve 
lon9standing issue~ involving the right of 
workers to organize and bargain collectively 
in pioneer, industries and, In the ele'ctronics 

1 	 Isec:or. 

o In Thailand l the Government has submitted 
legislation to refprm its laws which now 

'prohibit public sector employees from the 
. right to strike'. ' 

, 
o 	 In Indonesia l prior to the APEC meeting, the 

Government announced a comprehensive program 
to bring worker rights standards up to 
int-:=rnational norms. They. have requested the 

. I I 

assistance of other countries in reaching 
that goal. 

o~\1 Al though much has been: achieved in the region, the 
yardstick of success will larg~ly focus on Japan 
and China. I I 

Japan 

o 	 On October 1, the united States and Japan achieved 
four si~:Jnificant trade agreements in the areas of 
telecommunications, medical te~hnologYI and 

I 



o 

o 

o 

economy .:.. - Japan - -: is one [thousand times 
larger than the smallest ec~onomy - - Brunei. 

" I 
, I 

o 	 In the APEC region :the per ;capita income 

rang'es from $380 tq $28 1 ODOr. 


, ! 
I 

o 	 On the trade side ione country - - Singapore ..,. 
- has a foreign tr~de valu~ that is more than 
double its gross national product while for 

l 

1 

another -- China -- foreign trade is merely 
'10 percent of its GNP. ' 

I 
I 

The combination of dynamism and diversity create 

some of the most importrant chal1eriges for the 

United States for the remainde~ of this century 

and well into the next.: And in.creasingly 1 the 

bridge with the dynamic and the; diverse will be 


, ma~hxo\!9J:LJ1~giaIl,~~roacheis. The emergence'
and devE~lopment of APEC rs-'t'h-e :regional bridge to 
Asia. 

I 

i 
Let 	me not leave you with the ~mpression that 
bilateral approaches will cease. To the contrarYI 
the 	United States has been successful in resolving 
many of the bilateral trade disputes that have 
colored the trading' environmen~. 

o 	 The highly contentious int~llectual property 
:r;ights (IPR) issues that in years past 
characterized our trade 'relations with Korea'i 
Taiwan l Thailand l ~nd the Philippines are in 
varying stages of being re~olved. 

- ' "I " 

These accomplishments :pave permitted this 

Administration to establish other -'- more 


: I

constructive -- approaches to addressing remaining 
trade concerns. ' 

o 	 In Korea l we set up the Dialogue for Economic. 
Cooperation which hasexam:inedtrade issues 
in terms of President Kim/,s Five-Year Program 
of, investment and :regulatoiry reform. 

I I 

o In Taiwan l we hav~ entered into a Trade and , . I ' 

Investment Fra~ework Agreement. Under this' 



.. 

I 

pro:jections show that by the year 2000 the 
East. Asian economies will form the largest 
ma~ket in the world, surpassing Western 
Europe and North America; , 

o 	 It is also. of growing imp6rtan~e to the US:. 
! . 

our trade across ,the Pacific is more than 50% 
greater than across the Atlantic; us 
merchandise exports to Asia have grown nearly 
60% over the last five yea~s; 

. . .! 

i 
I 

our exports to Asia account for 2.5 million 
jobs, in the US; increasing! our market share 
in Asia by 1% would add 300,000 jobs to the 
American economy; , 

in 1993 APEC members took almost 60% of US 
merchandise exports and actounted for two-
thirds 'of our impoFts; ! 

, 
i 

on projection show~ that A~ia, excluding 
Japan" will be our largest; export market by 
the year 2010, to ~he tuneiof $248 billion, 
if we maintain our currentimarket share; 

I ' 

but this' is not ju~t a que~tion of economics; 
our historic and c~ltural ,~ies'across the . 
Pac if ic are broad knd deep i; there are over 7:' 
million American citizens of Asian descent; 

, I ' 

'0 	 It's vital to our 'economic future that we.remain a 
partner in the ,future~rowth of thi~ region and ;' 
that we work to eliminate remaining barriers to, 
trade and investment; ~PEC is ~ key element of our 
efforts. ' 

o 	 The Asia region is as diverse as it is dynamic.
, I 

0' 	 The largest country -- Chipa has a 
population of :L.2,billion while the 
population of the smallest, - - Brunei - - is 
less than haIfa million. ' 

o 	 The gross national products of the largest 


