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~ REMARKS:OF THE 
HONORABLE CHARLENEBARSHEFSKY 

DEPUTY U.S. TRADE REPRESENTATIVE 
BEFORE THE I 

NATIONAl... COMMITTEE ON UNITED STATES: CHINA RELATIONS 
.1 i 

. January 126, 1995 i 
, 

I am· very pI to have tpis opportunity to address this 
meeting of the Committee on U.S.I-China Re]ations on current U.S.
China economic and trade relations. The topic is timely, given 
the growing ze of our trade and of our trade ·deficit with 
China. . I , 

In light of growing ag~nda of im~ortant issues .and 
decision points that we are facing with C~ina during 1995, 
useful to first review the context for that trade, and policy 
that guides both our bilateral ~nd our multilateral trade 
agenda's with. China. . 

TRADE WITH CHINA IN THE BROADER: CONTEXT 

The Unitf~d States has both; an economic and political stake 
in developing productive , healthy, and st!abletrade relationships 
with all countries in Asia, inc1luding Chima. At the APEC meeting 
in Jakarta last November, President Clinton reiterated the United 
States' commitment to the devel.opment of la new Pacific community, 
one in which we responsibility for ,solid, steady growth, 
the development of and improvement in economic and 
institutions and regional stability. 

The U.S. market has long been an englne of growth East 
Asian economies, much as it is ;for the Chinese economy today. 
Today, with the expansion of the Americap market through. the 
NAFTA,. the·further reduction of trade barriers through the WTO 
and the procE~Se of trade liberc!tlization ?:tnd business facilitation 
through the l\PEC, t wi th China should expand 
substantially. 

, 

The United States has kept its markets open even when some 
trading partners have followed: much mor~ restrictive practices·. 
This is because we bel it ;is in our economic interest and 
also in the greater econbmic ihterest ofi the, region to do so. 

'. I. 

We recognize the economid achievem~nts that China's reform 
policies have brought. China ;is now thy fastest growing major 
economy in the world, with growth in 1994 reaching roughly 12 
percent. Up and down China's ;east coast economic development ,is 
proceeding at a breathtaking J?a<;::e .. In It'y three visits to China 
over the past year and a haIr; I have been overwhelmed by the 
magnitude of the change that l).as taken place'in Beijing alone, 
much less in Guangdong and the booming 'provinces in central and 
south China.. . ! 

. i 
i, 
I 



I, 

As a trading rE;!gime, China nas also urtdergone a remarkable 
transformation. China now the 11th largest 'trader in the 
world, with two-way last yea;r- approa8hing $200 billion. , 
China's trade with the United States has experienced a similarly 
rapid growth. Beginning'from a minuscule base, in the late 1970s, 
U.S.-China trade grew to $40 ,bil~ion in 3 and could reach $50 
billion by the end'of the year. It is that China's export 
growth has benE!fitted from the market opportunit 
provided throu9h the in GATT negot 

I 

Our market: has remained, ope~ed. ,It for this reason we 
expect that China will open its own marketl'to U. S. goods, 

'services, and investment. We also expect China to acknowledge 
the benefits it has received from the mult!ilateral trading system 

'all, year~3 in undertaking its own lib1eralization commitments 
in the WTO accession process. This is wha;t we pave worked for , 
both bilateraLly and mult,ilaterally, and what we have 
sought in our commercial dialogue wlth China in recent years. 

i 

A single policy, cons tent! with our;broad'er objectives in 
the As Pacific region underlie~s our bilciteral and multilateral 
trade ations with China -grow, the trade through mutual 
reduction of barriers, and increase its stability and 
productivity through mutually agreed rules and agreements. 

I 
I 

U.S. INTERESTS I 
I 

In late May last year, the ;President~made a fundamental 
decision to put' the annual debate over MFN behind us. In making 
that dec ion, the Administration took a major step to create, a 
more solid foundation for our overall bilat relationship, but 
especially for our trade and commercial relationship. At the 
same time, the President stressed that the United States would 
vigorously pursue its interestsiin each of the'various aspects of 
the bi ' relationship - including trade. If the 
President's decision is to have'a positive, long-term effect on 
our trade relationship, however; China must take steps in -trade, 
to open ~trkets further and:protect tr.S. intellectual 
property. China's membership iJ;l the WTO would, of course, hasten 
this reform. I ' 

I 

, 
Right nm." both our bilateral and multilateral trade, 


relationships are at a cross roads. China mu'st work with the 

United States to improve the bi;Lateral triade ,relationship. At 

the same time, China should ackpowledge :Lts debt to the 

internationetl' trading system, a;nd make the changes necessary to 

join the WTO. It should not expect that lthe WTO will change to 

~joih China." ' 


China still has not made t,he fundamental :decision to join 
the mainstream of world trading nations. ! China 'appears to want 
to set the rules of trade with jits tradi~g partners, as opposed 

" ' 
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,I 

to following international norms.. Recent qlevelopments have only 
strengthened our view in,that regard. China only selectively 
upholds its trade 'agreements 'with the united St~tes, and it is 
reluctant to accept fundamental Gbligation~ in other areas, 
including accepting interriationa~arbitrationjudgments, or 
accepting responsibility to hortot contract~ China tontinues to 

,resist creation of a fair and equitable inyestment climate, 
discriminates against foreign companies in: its pricing of goods 
and services, and maintains 'a myriad ofov~rlapping barriers to 
the entrance of exports. 

i 

Our trade relationship is bkdly out olf bal~nce. China 

exports vast quantities of goods: to the Urhted States, ,but still 

buys relatively little from us. We have a projected trade 

defi,cit of rou;3hly $28 billion ih 1994. No other maj or trading 

partner has a deficit of goods of that si~e with China -- and no 

other maj or trading partner's ma,rkets are ias open to Chinese 

goods and services as is the United States. i' 


I ' 

As for services, the United States i~ the largest exporter 
of services in the world. U.S. companies.: 

I 

in banking, insurance, 
financial services, travel, 'advertising a~d other services are' 
the'best or equal to the best in the world.' In the 
communications' and information ~ervices s~ctors, U. S. Companies 
are: leading a global information revolutiq:m and transforming the 
way that 'business is conducted around thefglobe. Nonetheless, 
China's market for services is ~till large1y closed and must 
open. If China is to reform and moderriiz~ its,economy,it cannot 
do so without the creation of a 'sophisticated services sector. 

, , I' 

. ;;. 

And, clearly, it cannot develop an 'articulated services 

industry without opening its se~ices mar)<.et. We are pursing 

this objective both in bilateral negotiations, and as part of 

China ',s accession to the WTO. : i' 


BILATERAL INrrIATIVES 

In pursuing our bilateral ~rade initiatives to improve the 
U.S.-China trade relationship, the Clintdn Administration places

. . I I 

a heavy emphasis on adherence to international norms and 
,disciplines. Our bilateral trade talks are founded on the 
principles of the GATT, now the WTO, and :other international 
agreements. The Administra'tion's wants to establish a solid 
foundation for its trade relationship wi~h China -- and hopefully 
avert more serious problems lat,er on ~ I ' 

:1 

The Administration has worked hard, I through restoration and 
revitalization of the Joint Economic Commission and Joint 
Commission on Commerce and TractE;, to engck.ge China in a dialogue 
on the entire range of eC,onomi'c, trade, and commercial issues. A 
year ago last January, former treasury S~cretary Bentsen and 
Chinese leadE!rs discussed our :qmtual int~rest in seeing China's 

.1 
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, 
finance and investment regimes i~prove, and in the of 
China's economic reforms. " [ 

In Aug~st, Secretary Brown Had wider ranging with 
China's Trade rvlinister Wu Yi and ,her colleb.gues on a number of 
bus and commercial development issues~ including U.S. 
participation in rastructure projects in China. The 
Administration will move now to set speciflc agendas in 
transportation, information technologies and other commerc 
areas. , 

! 
On policy issues, we ~re currently engaged in 

negot ions and consultations on market access for goods, based 
on the 1992 Market Access Agreement, marke:t a'ccess for se:rvices, 
and lectua~ property rights: protectidn. Success 

, of these negotiations, or faifhful implementation of 
the ing a'~reements, will he'lp the United Sta~es and China 
bilaterally, but will also impro;ve prospects for China's own 
economic reforms. 

IPR 

The inadeq~ate protection ~fforded by China to lectual 
property rights (IPR) is an area of majorlconcern for ,United, . .
States. It a two edged problem, Slnce ;'fallure to protect IPR 
harms China's legitimate research and business interests, as it 
does of other countries. 

, 
In principle, the Chinese governmenti recognizes that 

protection of intellectual property is important. Whi 
legal regime attests to this recognition,: in pract is 
virtually no E=ffective enforcement of IPR, in China. racy has 
escalated recent years and r~ached cri'sis proportions over the 
past year. Theft of copyrighte9- products' is omnipresent, with 
90-100 rcent piracy rates in computer ~oftware, motion 
pictures, vid,eos, sound recordings, and :qqoks and periodicals.' 
29 CD fac es, with at least l5 in Guangdong,province alone, 
have a production capacity of 7'5' million iCDs, laser disks and CD 
ROMs, and are now exporting them throughout southeast ia and 
North America. Markets in Hong' Kong and! Southeast As that have 
,been clean for years are now awash with Chinese pirated products., 

I 
now constitutes a ~ignificant;:.·market barrier to 

computer software producers ·anc~ others who would like to t 
and trade wit.h China but dare not do so how. And, piracy thwarts 
the developmemt of China's own 'domestic industry. China will 
never a major 'center for thEk development of software, for 
example, if it cannot protect the inventions of its most creative' 
people. 

i 
The Clinton Administration has actep decisively to protect 

the intel property of U:. S. companies. Ambassador Kantor' 
I 

4 



initiated a special 301 investigation into thina's IPR 
enforcement practices on June 3a .' When mon,ths of negotiations 
did not persuad,~ China to takE; effective to curb piracy, 
the USTR published a proposed' retal ion ,I st', of $2.8 billion 
in Chinese imports into the United States t which it will 
impose 100 perc,~nt tariffs if an agreement cannot be reached by 
February 4. I 

This week, a team of U.S. Negotiators s ill'Beijing to hold 
further negotiations on IPR enforcement. the' special 301 
investigation is to be resolved in a posit~ve manner, China must 
take concrete steps to shut down major tingers and prosecute 
criminal violators of copyrights tradem~rks. ,And, China must 
reach a good agreement that will permit lorig tE;rm enforcement of· 
IPR laws. We understand that tive enforcement is a long-
term process, and we are prepareq to be flexible. But we are not 
prepared to sacrifice the of our:industries. And we 
will not. 

MARKET ACCESS 

In October 1992, United;States and· China signed a Market 
Access Agreement that committed China to m~ke sweeping changes in 
its import regime. To , Chi~a's imple~entationof some parts 
of· the 1992 Market Access Agreement has been cOmInendable, 
although some important exceptioris remain.! In·the Agreement 
itself, China committed.over a five year period to a major reform 
of its import regime. That ipcll.ldes elimiBation of 90 percent of 
all non-tariff such as import +icensing requirements 
and quotas, increased transparency, elimin~tion,of the use of 
import substitu.tion as a policy or practice, and an end to the 
use dfsanitary and phytosanitary standard~ as barriers to 
agricultural imports .. 

, , , : 

China taken important strides tow~rd making its 
regime more transparent .. China has published a large number of 
trade and regulations in the past ye!3.r, so many it has 
become difficult to keep track ot' them alIi; China nonetheless 
has a long way to go before its trrade regime, and its trade 
inst " are truly transparent. We are particularly 
concerned that China's.provinces apply Bei~ing's trade laws ~nd 

. uniformly and .that the provinc~s' trade regimes are 
transparent. . 

China has not fully implemented the Agreement. It has.yet 
to 1 up to its obligations to; publish quotas,' uniformly apply 
its laws and regulations, or fully elimina:te import substitution 
as a pract . While China has eliminated; many barriers, China 
has not yet eliminated quantitative restri;ctions for many 
products by December 31, 1994 -~ as it committed to do in the 
,agreement. Tha.t means that barriers to co~puters,. textiles, 
heavy machinery and other key U. S. product,s remain, harming our 

I 
5 ,
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prospects in Chin~'smarket while its exports into the United 
States continue to accelerate. We are now; discussing these . 
issues with the Chinese government. If we' cannot resolve them, 
the Administration will not stanq. idly by {vhile its industries 
are harmed. 

In addition, China. has not yet resolved our concerns about 
the use of sanitary and phytosanitary standards 'as barriers to 
imports of agricultural and live animal pr9ducts. China 
continues to Uf:ie unscientif standards to: block exports of 
citrus fruit, stone fruit, wheat,: apples, and leaf tobacco 
products that the United States exports to! Japan and other 
nations throughout East Asia. We expect China;t;:o move 
expeditiously to resolve these i s, in ?-ccord' with the 
Agreement. 

Market access for services lS another, .integral, part of the 
U.S. bilat'eral trade agenda with China, as: well as a major 
component of the GATT/WTO accession agenda;. China's services 
markets today are st I largely closed. While limited 
experiments are underway, and a·variety ofl extra-legal services 
ventures have started, legitimate access fbr U.S. companies in 
most instances is not available. 

We have a~;ked that China commit to substantial 
liberalization of its insurance~ 'distribution, ad";ertising, 
travel, communications, audiovisual and other services. As I 
noted earl ,these liberalizations are in China's own interest, 
and could form a useful bas for its GATT/WTO entry-fee this 
area. , 

, , 

We are seE~king Chinese agreement to license more foreign 
insurance companies to operate in China on a national treatment 
basis, to open its enhanced tele9ommunications sector and its 
distribution.system to·U.S. comp~nies, and; to liberalize access 
to its audiovisual markets. As many of you in Hong Kong already 
know, foreign companies have much to contribute'to China's 
economic development and prosperity. It is very that China 
cannot makethE~ leap from a labor intensive economy to one with a 
higher technology base without considerable participation by 
foreign firms in its services ·sectors. 

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

6 , 



Similarly, China discriminates againsF foreign traders in 
its pricing practices, often 'charging foreigners prices that are 
several times those charged Chinese businessmen. China has 

( 	 indica,ted that it may take st;eps to eliminate this 
discrimination, and we await concrete actions to make these 
intentions reality. 

CHINA'S WTO ACCESSION 
I 

, ' , 	 I 

There has been a, great deal:of comment on the current status 
of China's bid to join the GATT, !now the WTO. Some have stated 
that China's accession negotiations faltertkd in'December because 
the United States and other GATT:contracti~g parties "lacked the 
political will" to complete the process. ,;[,hat is nonsense. I 
want to clarify any confusion that may exist as to the U.S. 
position in this matter- The United States! believes that China 
should be a member of the WTO. I want to repeat: The United 
States support:::: China's membership in the WrO. I, 

This policy, fiTst articulated in 198?, has ,not changed. The 
commitment was renewed in the 19Q2 Market ~ccess Agreement with 
China,when thE: United States committed to: staunchly support 
China's accession to the GATT, now the WTol on the basis of 
acceptable terms. China's accession to the WTO on acceptable 
terms remains imp9rtant and beneficial to all trading'nations. 
It will guide the structure a:f China's economic'reforms and the 
overall direction of China's reforms, and it will help to cement 
them in place. A good protocol package for China will lead to 
substantial, additional market opening and1a much improved trade 
and investment regime. 

Despite all our efforts, the negotiations' faltered 
principally as a result of Chiha':s unwillii;tgness to address the 
concerns and requests for ma:r:ket :access coriunitrh.ents tabled by its 
major trading partners. For nearly three weeks in December, q.S. 
and other CPs attempt~d to negot~ate with China. Much of the 
U.S. position is based on our previous productive bilateral 
initiatives with China. Much of .what we seek in Chinese 
commitments in the WTO context C~ina hasaiready agreed to 
bilaterally. 

. 
China was not, however, able to commit 

" 

:unreservedly to align 
its trade regime to GATT/WTO norms, nor to. es tabl ish in, the , 
GATT/WTO framework a construetive trade liberali~ing response to 
specific requests from its trading partners for expanded market 
access opportunities for goods ox: services~ China is a major 
beneficiary of the security, stability; an~ market access 
opportunities provided by the GA~T/WTO traqing system. As a 
result, this lack of flexibility ·undermined theabil;Lty of GATT 
CPs to complete the accession negotiations~ , 

, 	 ' " I 

, I • . 
Precisely because its foreig;n trade reglmeis so strong -
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averaging 25 pE=rcent growth a year over the past five years -
China and the United States, ,as well as other WTO mernbers,have a 
responsibility to ensure that Chlna's mernb~rship in the 
organization that regulates international trade is based on solid 
economic commitments. 

Meffibership in the WTO is not just a political gesture, it is 
first and forernost an economic agreement. Basic GATT principles 
to which all Contracting Parties adhere - -i the foundation of the 
multilateral system - - must be met at, the outse~. This is no 
more than is expected of any:GATT/WTO applicant. China can't 
expect to be different. It is in the interest of no country to 
set special, rules, for one at the: expense 0lf all: of the others. 

I 

Over the past eight months, :the un~te~ States -- as well as 
other GATT me~)ers -- have clearly outllned the areas where China 
must take commitments to basic G~TT and WTO obligations ,and to 
secure transparent market access opportunities. 

I I 

These basic areas include: 
i 

o 	 full transparency of laws and regulations; 
I 

o 	 uniform application ,of these laws and: regulations in the 
provinces ,; 

o 	 national treatment for imported goods; and the firms and 
traders ,that have developediChina's e:x:port prowess; 

, , 
J 	 I 

o 	 elimination of nontariff measures asrequiFedby the GATT 
and th)e WTO; 

I 

o 	 granting foreign firms trad~ng rightsi and expanding the 
right to trade generally; a~d 

I 

o 	 assuring that its foreign e~change regime is not used as a 
trade barrier. I 

In addition, China should also acknowledge'a willingness to 
undertakeWTO obligations in'areas where ft is capable of doing 
so from the date of accession and where it' has already made 
extensive bilat:eral"commitments,' e.g.',' in :the protection of 
intellectual property. ~I , 

I, 

China should not hide behind ,self-election as a developing 
economy to avoid appropriate contributions: to the trading system 
that has served its interests sowell. By the same to~en, 
China's negotia.ting

, 
partners in the access,ion process have 

clearly signaled a ,willingness to address 
I 

specific areas of 
concern to China without regard'1:o labels. i ' 

I· 

China must make commitments: to open its mar,ket to services, 
! 



submit a reasena.ble'schedule en agriculture' supperts and 
subsidies, and previde secure and amplified eppertunities fer 
market· acce'sf:j in geeds. 

, On .agriculture, many trading: partners ·particularlyameng· 
the Cairns greup -- have sed. serieus cen,cerns abeut China's 
practic~s such as using s~nitary and phyte~anitary standards, 
secret guidance and pricing pract~ces to. hi'nder cempetitien with 
China in werld agricultural marke1:S and in China's ewn market. 
These are ameng the issues that h~ve to. be ;addressed in the 
accessien negetiatien. ' 

. . . I 

In December, the Chairman ef,; China's GATT accessien Werking
1\ 

. Party
, 

tabled draft framewerks' fer;
1 

pretecel ;cemrriitments, and 
members efthe 'Werking Party, including China, agreed to use this 
framewerk as the basis. fer negetip,tien.· The U. S.. and ether' 
current GATT me:mbers have tabled market access requests and seek 
an eppertunity, denied by China during the .December talks, to. 
engage in actual negetiatiens to. ~each accdrd in this part ef the 
precess. 

At this peint, we den't'knew China's ~ntentiens fer further 
werk en accessien applicatien:. We understand that the issue· 
is under review. Our cemmi tment to. China ~e werk censtructively 
wi th the ether 'WTO members to. bring China into. the erganizatien 
has net diminished, and.we remain ready to. iresume negetiatiens: 

I 
I weuld leave yeu with three peints fer reflectien,as we 

wait fer their decisien. 

First, the United States ret~ins a streng interest in seeing 
China accede to. the WTO and there:fere is neither, blecking the 

.. accessien ner raising unreasenable barriers~ Secend, the United 
States and ether WTO.members are prepared to. werk with China 
where to. address its cencerns and; unique·transitienal trade 
situatien in the pretecel package, but enly in the centext ef an 
active negetiatien where eur critdcal cencerns and interests ,are 
also addressed. And third, it is very impqrtant' fer the 
credibility and the viability' ef the tradirlg system, as well as 
to. China's future, that we get Ch'ina' s pretecel package right. 

CONCLUSION 
; , 

i 

, I' 

We have entered a. diffi'cult peried in ,eur 'bilateral trade. 
relations with China, when past premises must be redeemed and 
hard choices must be made to. keep, China en ;lts t,ransitienal path 
to. a mere market-eriented ecenemy. : 

i 

Despite alIef the chal~enge:s that we :face,' I am hepeful 
abeut the future ef eur trade relatienship'with China. I believe 
that, with hard werk and geed ,will, the Un~ted States and China' 
can achieve eur glebal and bilate'ral ebjectives. The Chinese 

, I : 
I 
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, i 

government appears to realize tha,t, in so doing, China's own 

prosperity will increase. We would hope that, by resolving our 

concerns on key trade issues.and,increasin~ access for U.S. 

industries that ,we can create a better and ,more sound trade 

relationship. If we cannot, we w,ill not hesitate to take steps 

that protect U.S. indus 


I 

Progress will require real:. commi tme4t on .. ' China's part .to 
changes that challenge accustomed ways of operation. The decisions 
cannot be avoided, however, if oU,r trade r~lations are to develop 

. in a more balanced fashion. 

The United States committed to: a policy of 'active 
engagement with China in trade: to' secure our interests, to 
strengthen mul t;Llateral insti tuti<;ms that ensure the rule of law in 

. t ,and to encourage China's own goals of sound economic growth 
and fuller inte9ration in the int.ernational trading system. 

I' 
I 
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I am pleased to be here today to testify before these 

Subcommittees on the Administration's trade policy in the 

Asia/Pacific region. 


ADMINISTR1~TION' S OBJECTIVES 

I want to start by touching 'on the Clinton Administration's 
overall economic policy objectives because .they help explain the 
importance we are placing' on Asia and: the Pacific. This 

'President has' a deep understanding and interest in the effect on 
the U. S. E:conomy of the global economy. The two are inseparable 
and our economic .futures are ultimately one and the same. The 
process bJ: global economic transformation is not a distant topic 
of discussion.It holds both promise and peril. Our obj.ective 
is to sei:1.:e the promise andpursue global, hence, U.S. economic 
growth. 

Expanding exports and the jobs linked to exports is an integral 
component of our overall economic 'strategy. Promoting free trade 
and open markets around the world is central to our trade policy 
~nd essential to our economic well-being. At present, 
approximately 25 percent of our gross domestic product is reliant 
on trade, and this percentage is expected to increase. 

, 

The Administration believes·that global economic interdependence 
and trade expansion offer tangible routes to a new. prosperity. 
Export related manufacturing jobs pay better than other 
manufacturing jobs by as much as 17 percent. The opportunities 
for the U.S. are enormous in a broad ~ange of capital goods, 
telecommunications, computer reJ,ated and digital electronics, 
creative intellectual property reliant fndustries, not to mention 
manufacturing and service sectors. Untapped markets exist for 
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those prepared to pursue them and we intend to do all we can to 
help U.S. firms capture them. 

ADMINISTRATION ACCOMPLISHMENTS 

In just two years, the Clinton Administration has achieved 
unparalleled success by reaching 72 agreements to open markets or 
otherwise address serious trade issues governing u.s. products 
and services. The Administration has negotiated: the largest 
free trade zone in the worldj the largest multilateral trade 
agreement in history; 38 bilateral textile agreementsj ·14 
agreements with Japan; an agreement covering 80% of global 
shipbuilding; the largest procurement agreement in history with 
the European Unionja multilateral aluminum-agreement; agreements 
on wheat and softwood lumber with Canada; 12 bilateral investment 
treaties; three intellectual property rights agreementsj an 
agreement with the nations of the Asi~-Pacific region to 
eliminate barriers to trade .inthat area, the fastest growing 
economic region on earth; and an agreement among our own 
hemisphere to open markets within the next decade. 

ASIA AND 'l'HE PACIFIC 

The Administration's trade objectives -- and its accomplishments 
-- are particularly relevant to the Asia Pacific region, which by 
any measure, is booming and growing in importance: 

the Asia-Pacific region is the fastest growing economic 
region in the world; 

over the past three decades; Asia's share of the 
world's GDP has grown from $% to more than 25%; 

the dynamic Asian economies continue to grow at three 
t.imes the rate of the established industrial countries; 

projections show that by the year 2000 the East Asian 
economies will form the .largest market in the world,. 
surpassing Western Europe~and North America; 

The broader·Asia/Pacific region includes the four 
largest populations in the world:. China, India, the 
United States, and Indonesia. 

It is also of growing importance to the United States: 

our trade across the Pacific is more than 50% greater 
than across the Atlantic; U.S. merchandise exports to 
Asia have grown nearly 60% over the last five years; 

our exports to Asia account for 2.5 million jobs in the 
United States; increasing our market share in Asia by 1 
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percentage point would add 3,00,000 export related, jobs 
to the American economy; 

in 1993, APEC members took almost 60% of u.s. 
merchandise exports and accounted for two-thirds of our 
imports; 

our projection shows that Asia, excluding Japan, will 
be ,our largest export market by the year 2010, to the 
tune of ,$248 billion, if we maintain our current market 
share; 

but this is not just a question of ~conomics; our 
historic and cultural ties across the Pacific are broad 
and deep; there are over'7 million American citizens of 
}\sian descent; 

It's vital to our economic future that we remain a partner in the 
future growth of this region and that we woik to eliminate 
remaining barriers to trade and investment. 

In summary fashion, let me review some of the key trade and 
investment issues and challenges that face the United States, 
with particular emphasis on China, Japan and other key markets in 
the Asia Pacific region.. : 

TRADE WITH CHINA IN THE BROADER CONTEXT 

The United States has both an economic; and political stake in 
developing productive, healthy, and stable trade relationships 
with all countries in Asia, including China. At the APEC meeting 
in Jakarta last November, President Clinton:reiterated the United 
States' commitment to the development of a new Pacific community, 
one in which we share responsibility for solid, steady growth; 
for the development of and improvement in economic and legal 
institutions; and for regional stabili~y. 

The U.S. market has long been an engine of growth for East Asian 
economies, much as it is today for the,Chinese economy. Today, 
wi th the expansion of the American market through the NAFTA, the .. 
further reduction of trade barriers thro~gh the WTO and .the 
process of trade liberalization and business facilitation through 
the APEC process, trade ties with China should expand 
substantially. 

We recognize the economic ac~ievements·that China's reform 
policies have brought. China is now the fastest growing major 
economy in the world, with g~owth in 1994 reaching roughly 12 
percent. Up and down China's east coast, economic development is 
proceeding at a breathtaking" pace. In my own visits to China 
over the past two years, I have been overwhelmed by the magnitude 
of the change that has taken piace in Beijing alone, much less in 
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Guangdong and the booming provinces in ,central and south China. 

As a trading regime, China has 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's trade with the United States has experienced a similarly 
rapid growth. Beginning from, a minuscule base in the late 1970s, 
U.S.-China trade grew to $40 billion in 1993 and could reach $50 
billion by the end of 1994. 

u. S. Interel3ts 

The United States wants to see a strong:, prosperous, stable 
China. In trade and economic terms, that means continuation 
steady growth, the development of institutions -- like a sound 
banking system -- that can help sustain, that growth, and 
adherence to international norms and the rule of law. It also 
'means greatE~r integration of China into the fabric of the world 
trade regime, and maintenance of responsible and transparent 
trade practices . ' !, 

On a bilateral basis, the ,Clinton Administration would like to 
see thedeve:lopment of a more healthy, more reciprocal trade 
relationship. In late May last year, the President made a 
fundamental decision to put the annual debate over MFN behind us. 
In making that 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. At the same, time, the President stressed that the 
United States woul~ vigorously pursue its interests in each of 
the various ~spects of the bilateral relationship -- including 
trade. If the President's. dec~sion is t'o have a positive, long

'term effect on' our trade relationship, C;l:lina must take steps in 
trade to open its markets further and prptect U.S. intellectual 
property. 

Our trade relationship is badly out of balance. China exports 

vast quantit of goods to the United S~ates, but still buys 

relatively little from us. We have a projected trade deficit of 

roughly $28 billion in 1994. No other major trading partner has 

a deficit in goods of that size with China -- and no other major 

trading partner's markets are as open to Chinese goods and 

services as is the United States. 


Our bilateral trade relatio~Ship is at a'cross-roads. China has 
the, option of either joining the world community and working with 
the United States to improve the bilateral trade lationship, or 
remain outside of the world mainstream -..:. and maintaining a trade 
regime that fails to reflect the great improvements in its 
domestic economy. ' . 

In that context, I find it disturbing that China still has not' 
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made the fundamental decision to join ,the mainstream 'of world 
trading nations. China appears to want to set the rules of trade 
with its trading partners, as opposed to following international 
norms. Recent developments have only strengthened our view in 
that regard. China only selectively upholds its trade agreements 
with the United States, and it is reluctant to accept its 
obligations in other areas, including accepting international 
arbitration judgments, or accepting responsibility to honor 
contracts. China continues t6 resist creation of a fair and 
equitable investment climate, discriminates against foreign 
companies in its pricing of goods and ;services, and maintains a 
myriad system of overlapping barriers to the entrance of imports. 

As for services, the United States is the largest exporter of 
services in the world. U.S. companies in banking, insurance, 
financial services, travel; advertising and other services are 
the best or equal to the best in the world. In the 
communications and information services sectors, U.S. companies 
are leadin~; a global information revolution and transforming the 
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 of a sophisticated services sector. 
And, clearly,. it cannot develop an articulated services industry 
without openirig its services. market. 

For its paJ::"t, it is in China's interest to take these steps. As 
much as the United' States and other trading partners will gain, 
the benefits for China in further trad¢ liberalization and market 
opening are much, much greater. Theret"ore, we expect that China 
will take those necessary and serious steps. 

Trade Initiatives 

The United States has global and bilateral objectives that it 
wishes to pursue with China and we believe that we can do so in a 
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 are therefqre pursuing a number of trade 
initiatives; in multilateral and bilateral contexts. 

Bilateral Initiatives 

While the primary focus of our ..bilateral 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 bilateral 

5 



trade talks are founded on the principles of the GATT/WTO and 
other international agreements. The Administrationts aim is to 
establish a solid foundation for its trade relationship with 
China -- and hopefully avert mo~e serious problems later on. 

The Administration has worked hard t through restoration and 
revitalization of the Joint Economic Commission and Joint 
Commission on Commerce and Trade, to engage China in a dialogue 
on the entire range of economic, trade, and commercial issues. A 
year ago last January, former Treasury' Secretary Bentsen and 
Chinese leaders discussed our mutual 'interest in seeing Chinats 
finance and investment regimes improve t and in the furtherance of 
China's economic reforms. 

In August, Secretary Brown led a highly successful Presidential 
trade mission to China which netted some $6 billion in contracts 
for U.S. firms. During his visit he had wide ranging exchangesl 

with China's Trade Minister Wu Yi and her colleagues ona.number 
of busines/:; and commercial development' issues, including U. S. 
participation in infrastructure projects in China, worth perhaps. 
$250 billion or more in inputs for energYt transportation t and 
telecommunications. The Administration will move now to set 
specific agendas in transportation l information technologies and 
other commE:rci.al areas. 

On trade policy issues, we are currently engaged in negotiations 
and consultations on intellectual property rights protection, 
market access for goods (based on the 1992 market access 
agreement), and market access for services. Successful 
conclusion of these negotiations t and the faithful implementation 
of existin~3' Agreements i!? vitalt not only to enhance the 
bilateral :relationship, but also in improving prospects for 
China's O~l economic reforms: . 

IPR 

Protection of intellectual property rights (IPR) is an .area of 
major concern for the United States. F.ailure to protect IPR 
harms China's legitimate research and business interests, as it 
does those of foreign countries. 

In principle, the Chinese government recogn~zes that protection 
of intellectual property is important .. While the legal 'regime 
attests to this recognition f in practice, there is virtually no 
effective l:mforcemeIit of :[PR'in ,China. Piracy has escalated in 
recent years and reached crisis proportions over the past year. 
Theft of. copyrighted products is omnipresent, with 90-100 percent 
piracy rates in computer software, motion pictures, videos, sound 
recordings, books and periodicals. Twenty-nine CD factories, 
with at le':l.st 15 in Guangdong province alone, have a production 
capacity of 75 million CDs, laser disks and CD-ROMs, and are now 
exporting them throughout Southeast Asia and North America. 
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Markets in Hong Kong and Southeast Asia that 'have been clean for 
years are now awash with 'Chinese pirated products., 

Piracy now constitutes a significant market barrier to computer 
software producers and other,s 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,industries. 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 Administration has acted decisively to protect the 
intellectual property of U.S. companies.USTR initiated a 
Special 301 investigation into China's IPR enforcement practices 
on June 30. When months of negotiations did not persuade China 
to take effective steps to curb piracy, the USTR published a 
proposed import 'retaliation list' against which 100 percent 
tariffs can be imposed if an agreement is not reached by February 
4. 

Last week, a team of U.S. negotiators were in Beijing for another 
in a series of negotiations on IPR enforcement. If the Special 
301 investigation is to be r:esolved in a positive manner, China' 
must take concrete steps to shut down major infringers and 
prosecute criminal violators of copyrights and trademarks. And, 
China must reach an agreement that will permit long-term 
enforcement of its IPR laws and market access for our companies. 
Whether an agreement can be'reached is largely up to China 

Market Access 

In October 1992, the United States and China signed a market 
access agreement that committed China to make sweeping changes in 

'its'import regime. To date, China's implementation of the 1992 
market access agreement has been positive" although some 
important exceptions remain.' In the Agreement itself, China' 
committed over a five year period to a major reform of its import 
regime. 'J'hat includes elimination of, 90 percent of all non
tariff barriers -- such as import. licensing requirements and 
quotas, increased transparency, elimination of ,the use of import 
substitution as a policy or practice, and an end to the use of 
scientifically unjustified sanitary and phytosanitary standards 
as barriers to agricultural imports. .' 

China has 'taken important strides toward making its trade regime 
more trane:parent. China has" published a large number of trade 
rules and regulations in the past year. Nonetheless, Chiha has a 
long way to go before its trade regime, and its trade 
institutions, are truly transparent. We are particularly 
concerned that China's provinces apply Beijing's trade laws and 
regulations uniformly and that the provinces' trade regimes are 
transparent. 
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China has made a major commitment to eliminate non-tariff 
barriers, and since the end of 1993, has reduced to 400 from the 
several thousand that existed the number of GATT-inconsistent 
barriers. 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. However, we still do not have schedules for 
elimination of the 400 remaining non-tariff barriers, and this 
must be accomplished. 

Despite China's positive progress on market access, it has not 
fully implemented the agreement. It has yet to live up to its 
obligations to publish quotas; uniformly applY its laws and 
regulations, or fully eliminate import substitution as a 
practice. While China has·· eliminated many barriers, China has 
not yet eliminated quantitative restrictions for many products by 
December 31, 1994 -- as it committed to do in the Agreement. 
That means that barriers to computers, textiles, heavy machinery 
and other key u.s. products remain, harming our prospects in 
China's market while its exports into the United States continue 
to accelerate. We, are now discussing these issues with the 
Chinese government, but they must be resolved. 

In addition, China has not yet addressed our concerns about the 
use of sanitary and phytosanitary standards as barriers to 
imports of agricultural and live animal products. China 
continues to use unscientific standards to block U.S. exports of 
citrus fruit, stone fruit, wheat CErom the Pacific Northwest) , 
apples, .and leaf tobacco - - products that the United States 
exports to ~apan and other nations throughout East Asia. We 
expect China to move expedit,iously to resolve these issues, in 
accord with the Agreement. 

Market access for services i,s another,. integral, part of the U. S . 
bilateral trade agenda with 'China. China's services markets 
today are still largely closed. While limited experiments are 
underway, and a variety of extra-legal services ventures have 
started, legitimate access for U.S. companies in most instances 
is not available. . 

We have asked that China commit to substantial liberalization of 
its insura.nce, distribution, advertising, travel, communications, 
audiovisual and other services. 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. 
China cannot make the leap t·o a higher technology base without 
considerable participation by fore~gn'firms in its services 
sectors. 
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A vital component of our' services' agenda with China is 
improvement in its domestic business climate. Consistent with 
the WTO, we ask that China create a non-discriminatory 
environment within which both foreign:and Chinese firms compete 
on an equal footing. Adherence to basic inyestment principles, 
such as the right of establishment and national treatment, along 
with rights to conduct associated act~vities, would go a long way 
toward tha.t end. . 

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

China's woro Accession 

It is in the interests of the United States that China become a 
member of the WTO, but only on a commercially acceptable basis. 
This polic:y, first articulated in 1986, was most recently 
restated in the 1992 Market Access Agreement with China, when the 
United States committed to staunchly support China's accession to 
the' GATT, now the WTO, on the basis of commercially acceptable 
terms. China's accession to the' WTO on acceptable terms remains 
important and beneficial to 'all 'trading nations. It will guide 
the structure of China's economic reforms and the overall 
direction of China's reforms, and it will help to cement them in 
place. A good protocol of accession for China will lead to 
substantial, additional market opening and a much improved trade 
and investment regime. . 

China's most recent bid to accede to the WTO failed last year 
principally as a result of China's unwillingness to addre~s the 
concerns and requests for market access commitments tabled by its 
major trading partners. After months' of intensive negot'iations, 
the United States and the contracting parties spent nearly three 
weeks in December in non-stop talks .. Much of the U.S. position 
was based on our previous productive bilateral initiatives with 
China. Much of what we sought in Chinese commitments in the WTO 
context China has already a;:rreed to bilaterally. 

China was not, however, able to commit to align its trade'regime 
to GATT and WTO norms, nor to establish in the GATT and WTO 
framework a, constructive ,trade liberalizing response'to specific 
requests from its trading partners for expanded market access for 
goods and services. China is a major beneficiary of the 
security, stability, and market access' opportunit~es provided by 
the global trading system. As a result, this lack of flexibility 
undermined the ability of GATT contracting parties to complete 
the accession ne~otiations. . 
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Precisely because its foreign trade regime is so strong 
averaging 25 percent growth a year over the past five years, 
China and the United States, as well as other WTO members, have a 
responsioility to ensure, that China's membership in the 
organization that regulates international trade is based on solid 
economic commitments. 

MeIDbership in the WTO is not a political gesture, it is first and 
foremost an economic agreement. Basic principles to which all 
GATT Contracting Parties and WTO members, adhere -- the foundation 
of the multilateral system -- must be met at ,the outset. This is 
no more than is expected of any applicant to the GATT or the WTO. 
China cannot expect to be different . It is in the interes,t of no 
,country to set special rules for one at the' expense of all of the 
others, especially with other large accession applicants, such as 
Russia, carefully observing the outcome~ 

, ,I
Over these past many months,,, the United States -- as well as 
other GATT members-- have clearly outlined the areas where China 
must take commitments to basic GATT and WTO obligations and to 
secure transparent market access opportunit·~es. These basic 
areas include: uniform application of national laws and 

,regulations in the provinces; national treatment for imported 
goods, firms and tradersj elimination of nontariff measures as 
required by the GATT and the WTOi granting foreign firms trading 
rights and expanding the rigpt to trade generallYi and assuring 
that its foreign exchange regime is not used as a trade barrier. 
China must make commitments to open its market to services, 
submit a reasonable'scheduleon agriculture supports and 
subsidies, and provide secure and amplified opportunities for 
market access in goods commensurate with its status as a world
class exporting ,country. 

On agriculture, many trading partners p'articularly among the 
Cairns group -- have raised serious concerns about China's 
practices l3uch as using sanitary and phytosanitary standards, 
secret guidance and pricing practices to hinder competition with 
China in world agricultural markets and in China's own market. 
These are among the issues that have to be addressed in the 
accession negotiation. 

Some actions that China is contemplating'in ,the near future 
such as the industrial policy strategies China has recently 
announced ._- are cause for qoncern. These policies appear to 
include many measures that are not ·compatible with either GATT or 
WTO rules and dis9iplines. ,As in other cases, China must be 
prepared to adjust its policies to make them consistent with the 
WTO. 

In additioll, China should aI'so acknowledge a willingness to 
undertake WTO obligations in areas where it is capable of doing 
so from the date of accession and where it has already made 
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extensive bilateral commitments, e.g., in the .protection of 
intellectual property. 

If China accedes to the WTO on anything less than solid 
commercial terms, or without firm comlT)itments' to take ,further 
reform measures, not only the United States but all major trading 
partners will be hurt qver time. Nor .will our goal of seeing 
China better integrated into the world trading system be 
achieved. 

In December, the Chairman of China's GATT accession Working Party 
tabled a draft framework for commitments, and members of the 
Working Party, including China, agreed to use this framework as 
the basis for negotiation. The U.S. and other current GATT 
members have tabled market access requests and seek an 
opportunity, denied by China during the December talks, to engage 
in actual negotiations to reach accord in this part of the 
process. 

At this point, we do not know China's intentions for further work 
on its accession application. 'We understand that the issue is 
under review. Our commitment to work constructively with China 
and with the other WTO members to bring China into the 
organization has not diminished, and we remain ready to resume 
negotiations. 

I w6uld leave you ~ith three points for reflection. First, the 
United States retains a strong interest in seeing China accede to 
the WTO but only on commercially acceptable terms. Second, the 
United States ,and other WTO members are prepared to work with 
China to address its transitional trade situation, but only in 
the context of an active negotiation where our critical concerns 
and interests are also addressed. And third, it is very 
important for the credibility and the viability of the trading 
system, as well as to China's future, that we get China's 
accession right. 

Despite all of the challenges that we ,face. I believe that the 
United States can achieve its global and bilateral objectives 
with China. The Chinese'government appears to realize that 
China's own prosperity will increase as it adopts 'market 
principles and trade liberalization. By resolving our concerns 
on key trade issues and,inc~easing access for U.S. industries 
that we believe can create a better and more sound~trade 
relationship. If we cannot, we will not hesitate to take steps 
that protect U.S. interests. 

JAPAN 

The Administration has made significant progress in advancing its 
trade agenda with Japan. Over the past 20 months, we have 
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reached eight market-opening agreements under the ~S-Japan 
Framework Agreement. These agreements embody the results
oriented trade policy this Administration has consistently 
pursued toward Japan. They are distinguished from agreements 
reached under previous administrations in two important ways. 

First, each agreement commits Japan to the Framework 
goal of substantial increases in market access and 
sales of foreign competitive products and services into 
Japan. 

Second, the agreements include quantitative and 
qualitative criteria, which will allow us to evaluate 
clearly whether or not they are achieving their 
intended results. 

Let me review some of the specifics of these agreements. 

In government procurement, we concluded two telecommunications 
agreements -- one in public procurement by Japanese government 
agencies and one covering Nippon Telephone and Telegraph 
Corporation (NTT)" the largest telephone company in Japan - - and 
a medical technology agreement. The government procurement ' 
agreements I concluded on October 1, 19,94, call for the Framework 
goal of a II substantial II increase in, market aGcess and sales of 
foreign competitive products; and services. In accordance with 
the Framework agreement, these agreements include a set of five 
quantitati've and five qualitative criteria to assess 
implementation. These agreements also include specific measures 
the Japanese government must tqke to improve and open its 
procurement,process to foreign suppliers. 

In insurance, we reached a landmark agreement to open Japan's 
$320 billion insurance market -- the world's second largest -
which has been closed by a secretive and arbitrary regulatory 
system and exclusionary purchasing practices among interconnected 
firms. 'Under the insurance agreement, the Government of Japan 
committed t among other things to,enhance the transparency of itst 

regulatory system l provide important procedural protection, 
introduce :3pecific liberalization measures t and strengthen its 
antitrust policy. The agreement enables non-Japanese insurance 
companies already active in Japan to build on the progress made 
to date I a:3 well as allow current players and newcomers to take 
advantage of new business opportunities created by the agreement. 
In order to measure resul,ts; the agreement sets out specific ' 
quantitative and qualitative criteria! including the changes in 
market share of foreign firm~. ' 

In flat glass, the Government of Japan agreed to increase market 
access and sales for competi.tive foreign glass, regardless of 
capital affiliation. In an unprecedented ~evelopment, the 
agreement calls Japan's flat glass distributors to issue a 
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statem~nt announcing their intention to diversify their supply 
sources and avoid discrimination based on capital affiliation, an 
important first step in breaking up keiretsu relationships in 
this sector. In addition, the agreement calls for Japan's thr~e 
flat glass manufacturers to issue a statement reaffirming that 
distributors are free to purchase from any supplier, including 
foreign glass manufacturers. The agreement also inCludes 
provisions for the expanded use of safety and insulating glass 
windows, areas where American firms have a clear competitive 
advantage; significant, import 'promotion measures by the Japanese 
Government; and a Japanese Government commitment to end 
discrimination in public sector procurement 'of flat glass. The 
agreement provides for consultations to assess implementation of 
the Measures, based on concrete qualitative and quantitative
criteria. ' ' 

Two bilateral agreements were concluded under the Framework 
working group on intellectual property rights. These agreements 
ensure American investors faster processing of their patent 
applications arid provides for overall improved protection for 
owners of U; S. intellectual property rights., The first 
agreement, signed on January 20, 1994, provides for specific 
measures that the Japanese Patent Office will undertake to 
facilitate the filing of patent applications by foreign 
nationals. The second agreement, signed August 16, 1994, 
provides specific measures to revise the Japanese patent 
"opposition" system.' ' 

Conclusion of a financial services ag~eement was announced on 
January 10, 1995. This agreement open:s the $1 trillion Japanese 
pension market to effective participation by foreign fund 
managers. It creates greater opportunities for foreign financial 
firms to participate in the $500 billion Japanese corporate 
securities market by permitting greater scope for the 
introduction of new financial instruments. It also will promote 
the further integration of Japan's capital market with global 
capital markets; creating significant opportunities for 
competitivl= foreign financial institutions. The agreement makes 
clear Japan's commitment to improving access to its financial 
services markets through changes in Jap~n's regulation of asset 
management, corporate securities, cros:s border financial 
services, and transparency and procedural protection. It'also 
includes a comprehensive set of qualitative and quantitative 
criteriii by which to assess,progress u;n:der the agreement. 

Other' Agre«nnents 

In addition to these agreements reached under the Framework, the 
U.S. and Japan have reached agreement in several other areas in 
the past year. These include a'greements opening Japan's huge 
public works construction sector to foreign firms, improving 
access to ~rapan' s cellular telephone market, and streamlining and 
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improving ,Japan's intellectual property procedures. In addition, 
as you know, we achieved a. number of market access commitments 
from Japan in the Uruguay Round and Japanese consumers are now 
enjoying the fruits of our agreement eliminating Japanese 
barriers to apple imports. 

Next Steps 

Despite these noteworthy achievements, our trade agenda with 
Japan is full. A number of important sectoral and structural 
issues remain under discussion. 

Autos and Auto Parts 
" 

Key among these is the automotive sector, where our negotiations 
are led by the Department of Commerce. This is an extremely 
serious is:3ue, on which only very limited progress has been made. 
We will continue to push for a resolution focusing on three key 
areas: 

Better access for our vehicle manufacturers into the 
,Japanese market. 

Indications that Japanese firms are going to continue 
expanded purchases of non-Japanes~ auto parts in both 
,Japan and by its transplant companies in the U. S. , 

Reducing Japanese Government, regulations limiting 
foreign access to Japan's market for replacement auto 
parts. 

Auto experc:s will go to Tokyo in mid-February to continue the 
effort to resolve this issue. In the meantime, ,we remain 
committed to vigorously pursuing the Section 301 investigation of 
discrimina'tory practices in Japan I s market for auto replacement 
parts begun last October. 

As part of our multi-faceted Japan trade policy--which 
encompasses sectoral, structural, and macroeconomic issues--we 
are fociusi:ng on deregulation. Last November, in response to the 
invitation of the Japanese Government, the U.S. presented 
specific r,:commendations' regarding deregulation and 
administrative reform, which we hope will be included in Japan's 
five-year deregulation plante be published on April 1. We met 
with the Japanese last week to discuss these proposals and to get 
an update on their progress in prepa~ing the plan. 

Whi the meeting gave us the opportunity to press the Japanese 
on these issues, overall, we were disappointed with the results 
of the talks. 
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In particular, we are concerned with the continuing 
lack of transparency of the process, which will make it 
difficult for us to keep apprised on the details and to 
comment on Japan's, five-year deregulation plan that is 
to be published on April 1. The lack of transparency 
significantly limits the ability of interested parties 
inside and outside, Japan to ensure that the plan 
includes detailed proposals on sectors of most interest 
to them.' 

For example, the interim plan, which the Japanese 
presented to us at the talks last week, includes only 
116 of the reportedly more than 500 deregulation 
measures that are to be included in the final plan and 
,even these are extremely vague. 

We also remain, concerned that the opposition of many 
,Japanese politicians and bureaucrats and some 
businessmen--who are strongly resisting deregulation 
measures that could hurt their interests--will make 
this deregulation plan as weak as those that have. 
preceded it. 

We will be working aggressively over the next two months in an 
effort to persuade the Japanese Government to deliver a 
substantive, detailed five-year deregulation plan. 

IN'e plan to forcefully deliver our message to the 
,Japanese during two working level'meetings in Tokyo 
that will be held before the, end of March. 

We will also continue to, work tnrough the U.S. Embassy 
:in Tokyo to present our case and lend support to the, 
deregulation effori. 

In addition, we will continue to work with the European' 
Union to coordinate our views and substantive requests 
on deregulation with theirs. 

Implementa'tion of Agreements, 

tu10ther ar'3a we will be focusing on during, the coming year will 
be ensuring the prompt and full implementation of all of the 
agreements we have reached ~pder the Framework as well as those 
reached by previous Administrations., We intend to closely 
monitor progress to ensure that all these agreements are 
successful and achieve tangible results in the marketplace. 

Of particular concern to us is whether these agreements are 
achieving the intended resul"ts-'-substantial increases' in access 
and sales for foreign competitive products and services. In 
monitoring these agreements" we will use the quantitative and 
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qualitative criteria included in them as a basis for assessing 
progress. We will continue working closely with the Commerce 
Department and other agencies, our Embassy in Tokyo, and U.S. 
industry to help us in the effort. 

In closely monitoring progress in implementation of all 
agreements, two sectors that will receive particular attention 
over the next couple of months are wood and paper. As you know, 
on October 1, 1994, both of these sectors were watch-listed under 
Super 301 because of discrimination against foreign products or 
limit market access. 

THE DYNAMIC OTHER ASIA 

Despite the importance of Japan and China in our bilateral trade 
and.to global trade, we cannot lose sight of the importance of 
the other countries in the region. Trade policy toward the Asia
Pacific re~3'ion cannot be a "Japan" policy or a "China" policy. 
The region is far too economically diverse and culturally rich to 
permit such a simplistic approach. The other countries of Asia 
are equally significant and present varying challenges. 

From a trade policy perspective, the Clinton Administration has 
turned the corner on resolving many of the larger trade issues 
with a nU~Jer of the other countries in Asia. The highly 
contentiou:3 intellectual property rights (IPR) issues that in 
years past characterized our trade relations with Korea, Taiwan, 
Thailand, and the Philippines are in varying stages of being 
resolved. Even on the controversial worker rights issues, 
progress has been achieved in Thailand and in Indonesia. These· 
accomplishments have permitted this Administration to establish 
other -- more constructive-- approaches to addressing remaining 
trade concerns. In Korea, we set. up the Dialogue for Economic 

'Cooperation which has examined trade issues in terms of President 
Kim's Five·-Year Program of investment and regulatory reform. In 
Taiwan, we have entered into'a Trade and Investment Framework 
Agreement. Under this agreement, we will look at trade issues in 
a broader context rather than solely through a trade action 
looking-glass. 

The major reason why ·trade conflicts do not dominate our trade 
agenda with most other Asia Pacific trading partners is that, for 
the most part, these countries are unilaterally opening their 
markets. )\.s a result, we have seen many of the previously 
growing trade deficits being reduced and stabilized. And in 
those countries where the deficit is growing, both exports and 
imports are growing at double digit rates with significant flows 
of investment complementing the trade flows. 

ASEAN 

The six countries of ASEAN are particularly good examples of the 
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trend toward unilateral trade liberalization and the benefits 
that accrue from such policies. By 2003, ASEAN will have fully 
implemented a preferential trade area, where the highest tariff 
will be 5 percent. Once this arrangement is fully implemented, 
u.s. companies will be able to market products on a wider scale 
than has thus far been the case. This economic region will be 
the fourth largest region in terms of population, creating . 
enormous potential for U.S. companies, export and job·creation. 
Recognizing this development, this Administration has established 
the Alliance for Mutual Growth (AMG) ,with the ASEAN countries, an 
approach dedicated to integrating our trade promotion and policy 
objectives in this dynamic region. The AMG has developed a 
number of specific programs including: 

o 	 "Matchmaker" missions that bring large and small countries 
to the region in key sectors where U.S. industry is highly 
competitive. The first mission was in the auto parts sector 
and additional missions will include telecommunications, 
medical equipment, infrastructure, and trading companies. 
Each of these missions is followed by policy dialogues that 
aim at implementing policies that are conducive to expanded 
commercial ties in these key. sectors. 

o 	 The "pestination ASEAN" program was launched by the 
. Department of Commerce in June of last year to better 
acquaint companies to the market potential of the ASEAN 
region. 

o 	 In the area of standards, we are working with u.s. standards 
bodies, such as Underwriters Laboratories and the FCC, to 
better educate the region on U.S. standards and standards 
setting procedures. 

with or without U.S. business, ASEAN is committed to further 
trade liberalization. For example, the Philippines,·. Thailand; 
and Indonesia are implementing unilateral market opening 
measures. In the case of the Philippines, by the year 2003, the 
highest tariff will be five percent, applied on an MFN basis. 
The key challenge for the United States is working with these 
countries to encourage liberalization in areas where U.S. 
companies are highly efficient and I competitive ,so that both the 
United States and ASEAN economies will continue to expand. 

KOREA 

While formal barriers to imports have fallen, Korea has raised 
new, more subtle barri~rs that effectively prevent the 
liberaliz.at:ion envisioned under the major trade policy 
initiativ,es of the late 1980s. . Korea' s non-tariff trade barriers 
are often compared to those of Japan's ten years ago. 
Consequently, bilateral problems are on the rise, particularly 
with respect to standards, licensing, certification, rule-'making 
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and customs clearance. Trade'relations are further strained by 
Korea's generally poor track record of living-up to existing 
bilateral agreements. 

The section 301 investigation on meat products, for example, 
result from the application of restrictive shelf life conditions 
by Korea's Ministry of Health and Welfare for certain meat 
products. Most of the countries in the world, including the 
European Union and APEC countries, use manufacturer's lIuse-byll 
dates to control food quality. Korea, by contrast, uses specific 
dates ranging from seven to 90 days i' d,epending on the type of 
meat product. The domestic industry estimates the current trade 
damage at over $200 million per year and growing. 

The prolif,eration of sanitary and phytosanitary restrictions are 
also of serious concern. ' Medical devices, medical products, 
chocolate products and even pet food have all been the subject of 
disputes with Korea's Ministry of Health and Welfare. The 
inappropriate application of' sanitary and phytosanitary 
restriction~, especially those not based on' sound scientific 
evidence, has restr,ictedtrade in a number of products, that if 
not resolved soon, could escalate into a broader and more serious 
trade dispute. 

INDIA 

The recent market opening measures, in India present some 
significant opportunities for U.S. business and U.S. exports. 
Inaia has reduced tariffs, relaxed investment restrictions and, 
for the first time, agreed to' open its textile market. These 
steps are not only welcome but essential for the Indian economy 
if it is to compete with the, dynamic economies of the Asia 
Pacific re9ion. 

In an effort to support further liberalizat{on measures of the 
Rao government, this Administration will reengage an earlier 
dialogue with India - - the Economic Subcommis'sion - - that will 
cover a wide range·of economic issues including bilateral trade 
issues. Our goal is to establish bilateral trade patterns more 
akin to ce]:;'tain other Asian nations where opening markets have 
stimulated both exports and imports. 

The economic transformation for India will not be easy. Even 
after the recent liberaliza~ion measures, India still maintains 
some of the highest trade barriers in the world and it, is only 
now beginning to open markets that have been closed to the . 
private sector, such as insurance and telecommunications. 

With respect to liberalization of the insurance sector, we have 
begun consultations with India 'as part of the ongoing WTO 
negotiations under the GATS. These negotiations must be 
completed by June 1995 and our goal is that India's current 
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review of its government owned insurance industry will lead to 
liberalization in ways that will open the market to international 
service providers, where u.s. companies are highly competitive. 
India also is opening its enhanced telecommunications 'services as 
part of its Uruguay Round commitments. In addition, we are 
actively negotiating with India as part of the'on-going WTO, 
negotiations on basic telecommunications services. Those 
negotiations are expected to conclude in 1996. 

Even on the controversial intellectual property rights issues, 
India'has made some progress.. In 1994, following the conclusion 
of the Uruguay Round TRIPS agreement, the Administration dropped 
India to the priority watch list because of reforms in copyright 
and trademark protection. Since then, we have held consultations 
with India on a number of difficult issues including patent 
protection. During this time, India has implemented the 
"mailbox" provisions of the TRIPS Agreement which provides some 
protection for new patents. " 

Despite these liberalization steps, India has not kept pace with 
the liberalization programs of many of its smaller competitors in 
Asia. Without further liberalization, India will continue to 
loose competitive position to its more dynamic neighbors. This 

'year, the WTO will review India's use of balance of payments 
trade restrictions. Already, the trade reforms that the Rao 
government has implemented has resulted in dramatic increases in 
India's foreign exchange reserves to more than $17 billion. This 
turnaround testifies to the effect of market opening measures and 
to the need for India to continue opening its market to worldwide 
competition. , 

APEC 

Our efforts toward the elimination of barriers to trade and 
investment have also continued at the regional level, with the 
Asia Pacific Economic Cooperation forum - - or APEC -'- as the 
centerpiece., The pace of development of APEC's trade and 
investment agenda has surpassed'that of even the most optimistic 
observers. A year ago, APEC was cautiously beginning its 
consideration of a trade and investment policy agenda, which had 
just been agreed in Seattle. From that modest start, less than 
twelve months later, APEC Leaders at their summit in Bogor, 
Indonesia, issued a Declaration setting the goal of free and open 
trade and investment for all APEC members by the year 2020. 

In addition to the goal of free and open trade by 2020 -- with 

the industrialized APEC members to reach that goal by 2010 - 

APEC leaders in the Bogor Declaration agreed to: 


* 	 fully implement, accelerat"e and broaden Uruguay Round 

disciplines: 
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* 	 continue unilateral liberalization programs; 

* 	 expand and accelerate APEC trade and investment facilitation 
and development cooperation projects; 

* 	 undertake a best efforts standstill; and, 

* 	 examine the possibility of creating an APEC voluntary 
'consultative dispute mediation service. 

The Bogor Declaration is a major milestone in the region's 
development. It is a tribute to the process set in motion by 
President Clinton in his, hosting of the first:;; summit on Blake 
Island. It is also a result of the outstanding leadership of 
Indonesian President Soeharto in building a consensus for . 
carrying the Blake Island vision one step further. We support 
the full range of goals contained in the Declaration -- which 
include trade facilitation efforts tocutr~d tape and simplify 
proceduresi trade liberalization; and economic cooperation. 

Though the Bogor Declaration sets clear goals, the devil, as we 
all know, is in the details: Much work remains to be done to 
establish a consensus in APEC on the scope; pace, and other 
aspects of efforts to achieve the goals of the Declaration. APEC 
Leaders asked Ministers for a plan' -- to be developed over the 
next 10 months and reviewed by Leaders. in Osaka in November 1995 
-- for reaching the Bogor goals. That process will begin at 
meetings in Japan this month. We believe the plan should address 
all barriE~rs ·to the free flow of goods, services and capital. We 
wili work closely with the business community.and.the Congress as 
the discussions proceed. In addition, we want to insure that 
APEC'sefforts are structured so that members receive benefits 
which are commensurate with' the commitments' they make. 

As I have noted, in addition to the longer-term effort to create 
free and open trade, we are working in APEC on shorter-term 
efforts to increase transparency, .CJlt red tape, harmonize 
procedures, and lov.ter transaction'costs. Examples of efforts 
already underway include an APEC program of workshops to promote 
a smooth, harmonized implementation of the UR agreements, at the 
highest IE~vel of discipline possible; simplification and 
harmonization of Customs proceduresi and mutual recognition 
agreements to eliminate redundant tes~ing requirements for 
products sold in the region,. 

The commitment by APEC's top leaders to free and open trade and 
investment is an important part of our efforts to promote jobs 
and create economic growth in this country by increasing access 
for u.s. companies in regional markets. It complements, but does 
not replace, efforts tothe§e i~meends at the bilateral and 
multilateral levels. In addition, we see the Declaration, and 
our participation in APEC across the board, as consistent with 
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our efforts to insure continued, active u.s. participation in 
economic a.nd broader aspects of this key region. We will work 
closely with our APEC partners to achieve all these goals. 

CONCLUSIO};li 

The Administration's trade accomplishments in the Asia Pacific 
region are substantial. The challeng~s are equally substantial, 
particularly if the United States is to continue to play a 
leadership role in the Asia Pacific region. Whether through 
bilateral, regional, or multilateral mechartisms, a continued and 
growing U.S. trade and investment presence in the region is 
important not only to the economic stability of the region but, 
most particularly, to our economic prosperity at horne. 
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ADMINISTRATION STATEMENT 

BY AMBASSADOR CHARLENE BARSHEFSKY ONH.R. 553 


'J~HE CARIBBEAN BASIN TRADE SECURITY ACT 

BEFORE THE TRADE SUBCOMMITTEE 


FEBRUARY ~O, ~995 


INTRODUCTION 

Mr. Chairman, thank you for the opportunity to 'submit the 
Administration's comments on H.R. 553, thellCaribbean Basin Trade 
Security Act of 1995." 

The bipartisan support Congress has given to the Caribbean 
Basin Initiative (CBI) since its inception has greatly assisted 
U.S. efforts to promote economic development and democracy in the 
region. The f\,dministration appreciates that the sponsors of H.R: 
553 are continuing this bipartisan tradition. 

With almost all countries in the Caribbean Basin embracing 
open markets Clnd free elections, the United States has a unique 
chance to help these countries achieve long-term prosperity. 
H.R. 553 can be a very constructive catalyst to this proces~. 
This bill recognizes that access to the U.S. market is a powerful 
stimulant to broadly based economic development;. 

Before I outline the Administration's posi'tion on H.R. 553, 
let me review briefly the status of the CBl. ,While you, Chairman 
Crane, Congressman Gibbons, Congres.sman Rangel and some of the 
other Members on this Subcommittee are well acquainted with the 
CBl, my summaJ:y might be par ticular ly useful for new member s. 
Also, we hope this presentation will put into perspective the 
Administrati.on's subsequent comments on H.R. 553. 

STATUS OF CBI LEGISLATION 

CBI I and CBI II 

The 1984 CBI provided the PreSident the authority to 
proclaim duty-free treatment for all products except 
texti~es/apparelsubject to agreements, footwear, petroleum, 
categories of flat goods and gloves, leather apparel, canned tuna 
and a minor category of watches. Countries must meet the 
conditions, which are sufficiently flexible to provide the 
President considerable leverage to encourage reforms without 
forcing specific action. Only one country has ever been 
suspended from the CBI program, for failure, to cooperate on 
narcQtics matters. CBI'benefits are·now granted to 24 nations. 

The Executive Branch in 1986 created the "Guaranteed Access 
Level" (GALs) quota program for CBI apparel exports. Under the 
GALs program, a Caribbean Basin country may ship "guaranteed" 
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levels -- virtually unlimited quantities of apparel and other 
textile products to the United States made from U.S. cut and 
formed fabric. 

The previous Administ'ration, working very closely with this 
Subcommittee, in, 1989 sought legislation provi9i'ng duty-free 
treatment fqr the excluded products. After nearly two years of 
effort, all of the products that were excluded from duty-free 
treatment in CBI I continued to be excluded in "CBI II.II The 
1990 CBI II w'as made a permanent program, which greatly improved
the inducemen.t to invest in the region. 

The CBI has benefitted the Caribbean Basin and the United 
States. U.S. exports to the region jumped from $5.8 billion in 
1983 to $12.2 billion in 1993. This increase of 112 percent 
represents a rate that is three times the growth of U.S. global 
exports during this period. A U.S. trade deficit with the region 
of $2.6 billion in 1984 turned into a surplus of about 

'$2 billion last year. 

countries in the caribbean Basin are very good customers of 
U.S. productEi. About half of their imports come from the United 
States, and some countries purchase over 70 percent of their 
goods from the United States 

TheCBI has, of course, also benefitted the Caribbean Basin. 
U.S. imports of products entering under the CBI's provisions have 
jumped by mOl:e than 100 percent during t~e past five years, which 
is twice the rate of growth of total imports from the region. 

Textilee; and apparel trade between the Uni ted States and 
the CBr region has shoWn tremendous growth rates. In 19.94, we 
exported $2.S billion of fabric and apparel to the CBI countries 
(annualized data). U.S. imports of apparel from the region have 
grown by an average of 20 percent'p~r year since 1986. 

, , 

These summary data illustrate why -- just in trade terms -
it is in the U.S. interest 'to enhance our relationship with 
countries in the Caribbean Basin. The United States also wants 
to promote economic prosperity c:l.nd stable democracies in the 
region. And, this Administration has tried to do just that. 

Interim Trade Program 
, . 
Following the conclusion ,of the NAFTA, CBr countries became 

increasingly concerned tha~ their trade benefits would be 
substantially eroded and that investm'ent would be diverted out of , 
their nations. Also, U.S. firms that had invested in the 
Caribbean Basin expressed their concern about their financial 
ability to remain in the region. 
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After analyzing closely the potential effects of NAFTA on 

the CBI, the l'.dministration developed some proposals to address 

the region's legitimate concerns. Due to circumstances at the 

time, these proposals could riot be presented as part of NAFTA 

implementing legislation. . 


These proposals, refi~ed further to become the Interim Trade 
Program (ITP) in 1994, were prepared for submission in the 
Administration's Uruguay Round bill in Congress. In the end, , 
however, on the basis of discussions with this Subcommittee and 
other Members of Congress, .the ITP was not included in the 
Uruguay Round bill. 

Key ITP ~rovisionswere inspired by Congressman Gibbons' 

1993 proposals in H.R. 1403. The ITP would have included 

reciprocal corr~itments from beneficiaries within a specified

period of time. . 


The ITP would have provided CBI countries the same tariff 
. and quota tres.tment Mexico enjoys under the NAFTA for textiles 

and apparel products meeting the NAFTA's rules of origin. We 
focussed on textiles and apparel because our ~nalysis showed this 
to be the sector most vulnerable·to competition from the NAFTA 
and by far the largest, accounting for about $4 billion of U.S. 
imports from the region .. Furthermore, U.S. manufacturers, which 
operate partnE~rship production arrangements, have substantial 
investment in the region. . 

In addition, we wanted to fashion a bill that would pass 

quickly without controversy and that enjoyed industry support. 

We believe the ITP was such a bill. 


The next largest imported product after textiles/apparel is 
petroleum,acc.ounting for about $1 billion of U.S. imports from. 
the region. With an average ad valorem duty of about: 0.5 percent 
-- essentially duty-free -- and a"'long NAFTA phase-out period, we 
did not want possible opposition to CBI preferences for this 
product to impede passage of the ITP .. 

The other e~cluded products have a history of political 
sensitivity in Congress. Footwear, in particular, has generated 
considerable debate, including attempts to repeal an existing 
provision of the CBI. None of the excluded pr-oducts, other than 
textiles/apparel and petroleum, has been a significant caribbean 
Basin export to the U.S. market. If textiles/apparel and 
petroleum were excluded from th~ calculation, about 99 percent of 
the value of the remaining CBI J;:>roducts'have entered duty-free. 

The ITP lArould havegiven the President authority to proclaim 
new trade preferences. The President would have used this grant 
of authority to push for additional economic reforms in Caribbean 
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Basin countries. Before granting ITP benefits, the President 
would have re~quired CBI countr ies to provide enhanced market 
access for U.S. textiles and apparel. 

The ITP also would have required each country inter'ested in 
receiving ne", benefits to agree in a letter to the U.S. Trade 
Representative to make future reforms. Any.coun\:ry not 
interested in making reforms would have retained CB.r benefits. 

The re'forms the ITP would have encouraged were intended to 
improve the investment climate in the CBI countries. Within one 

yea'r, we would have expected to resolve problems involving 
existing CBI criteria. We also would have sought improvements in 
the CQuntr ie~;' investment and intellectual proper ty rights' (IPR)
regimes _. including specific standards within one year and 
investment and IPR agreements within about three and a half years 
.. using as leverage the prospect of withdrawing benefits from 
countries which failed to make substantial progress on these 
reforms . Thl: rTP also would have encouraged countries to join 
the GATT/WTO and would have explicitly extended worker rights 
criteria to the new program. " 

We selected the ITP's conditions to ,serve a dual function. 

They were supposed to help the CBI nations he:).p themselves 

attract investment exactly what these countries wanted. They 

were also designed to enhance protection for U.S. investors and 

U.S. manufacturers of IPR-related products. . . 

We believe the ITP would have been an excellen~.approach for 
both the United States and the Caribbean Basin. In exchange for 
accepting two chapters of the 22chapter.NAFTA within a little 
over three years and for providing some market access for U.S. 
goods, CBI beneficiaries would have received NAFTA benefits or 
better· for almost all products. 

We labeled this approach to·· be an II interim" program because 
we viewed the ITP as a step toward an eventual free trade 
agreement (F'TA). We knew that many countries in the region 
wanted in the future to advance their commercial relationship 
with us beyc1nd the ITP .. ' But" we also recognized that neither the 
Uni ted State:s nor most other countries were ready for FTA 
negotiations;. The ITP would have been a "building block ll in that 
process. 

Mr. Chctirman, as you are aware, ,the ITP was discharged 
favorably by the Ways and Means Committee last year. 
UnfortunateJ.y, it had to be.withdrawn from the final Uruguay 
Round implementing bill. Despite these setbacks, the President, 
Vice PresidEmt and Ambassador Kantor continued to endorse rapid
Congressional action on ITP-type legislation in the new Congress. 
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COMMENTS ON H.R. 553 

Obj ec tives' 

Thanks to this Subcommittee, we now have the opportunity to 
try to pass legislation addressing the legitimate concerns of the 
Caribbean Basin. 

r am very pleased to say that the Administration supports 
the ultimate goal of H.R. 553, which is to bring CBr nations into, 
NAFTA-type trade agreements. This is the goal that hemisphere's 
leaders at the Summit of the Americas in December adopted for 
completing the negotiations of the "Free Trade Area of the 
Americas" by the year 2005. We welcome Congress' support for 
this outcome of: the Summi t, 'which several of you on this 
Subcommittee attended along with other Congressional colleagues. 

The Administration also recognizes that achieving this 
objective will take time and will not be easy. We realize that 
during this process, investment in ,some sectors in the Caribbean 
Basin could be affected by the NAFTA. Addressing the potential 
impact of the NAFTA on the Caribbean'Basin'remains our focus in 
any new legislation providing trade preferences. 

Product Coverac~ 

Textiles/appa:r:E~l 

As r previously stated, the'ITP would have covered all 
textiles/apparE~l products that meet the NAFTA rules of origin. 
Of the products still excluded from the CBI, the textile/apparel' 
sector is the one most likely to be affected by the NAFTA. 

With some technical changes to ensure that the bill 
correctly covel:S originating products and that tariffs are not 
inadvertently increased, we can support the provisions of Section 
101, of H.R .. 553 that provide NAFTA-equivalent treatment for such 
products. . 

The ITP would not have addressed textiles/apparel products 
that failed to conform to the NAFTA rules of origin. Mexico 
negotiated. tarj.ff preference levels (TPLs), which allow duty - free 
and quota-free access for goods that do not otherwise meet the 
rules of origin (i.e., typically goods made with foreign fabric). 

There is little economic rationale for TPLs for the CBI 
countries. Mexico negotiated TPLs to grandfather certain of 
their established trade in non-originating products. To date, 
Mexico has exported almost nothing, under its TPLs. The ITP did 
not include TPLs because there was no demonstrated need for them. 
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However, we can accept the provisions in H.R. 553, "(B) 
NAFTA transition period treatment of non-originating textile and 
apparel articles, II giving the Admini$tration authority to 
negotiate TPLs. Under such authority; we would conclude TPLs 
where a need exists and in conformity with the consultation 
requirements of that bill. We would like'to offer some technical 
changes. 

We believe the textiles and apparel provisions in this bill 
would initially cover around three-quarters of the $4 billion of 
CSI exports t.o us. And, as our experience under the NAFTA shows, 
there is considerable incentive for these countries to shift 
production from non-originating goods to products that qualify 
under the NAF'TA rules of origin. Enacting such treatment would 
provide very generous benefits to the Caribbean Basin and address 
their legitimate concern about the potential impact of the NAFTA. 

Other Excludetd Products 

The ITP also would not have included NAFTA-treatment for the 
other products currently excluded from the CBI. Our assessment 
when we developed the ITP was ,that the NAFTA would not adversely, 
impact the Caribbean Basin's competitive ability to export these 
products to the United States. 

Also, a:s I indicated previously, we saw very little in the 
way of potential economic benefits to be gained by attempting to 
provide' NAFTA benefits .forthese products. In addition to the', 
relatively small value of U.S,' imports from the caribbean Basin, 
the duty pha:se-out under the, NAFTA is re'latively long - - 15 years
for most rubber footwear, 15 years on leather products, 15 years 
on canned tuna, 10 years on non-rubber footwear, 10 years on ' 
petroleum, and 10 ye,ars on leather products.' , 

For these reasons, we would not want debate over includin'g 
these sensitive products to delay' or, worse, to sidetrack NAFTA
equivalent treatment for textiles and apparel. Obtaining NAFTA 
benefits in this sector alone would be viewed,by the region as a 
major achievement. 

While we can understand the rationale for covering all 
products, we believe that 'deleting subsection' "(3), NAFTA 
transition period treatment of certain other, articles originating
in beneficia,ry nations, II from H. R. 553 would expedi te enactment 
of this bill. 

Means of Achieving Obi ectives., 

Mr. Chairman, let· me now turn to the means of providing 
these enhanced trade preferences for the Caribbean Basin, 
compaI;ing the ITP to H.R. 553. 
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The ITP l",ould give the President the authority to proclaim 
ben~fits. The President would then provide benefits to countries 
that are prepared to meet NAFTA-type" conditions ih a few areas. 
In principle, as long as a country is making "progress toward . 
meeting the conditions within a specified period of time, the 
country would retain its benefits during the transition period. 

H.R. 553 would automatically provide benefits, not by 
proclamation but by law. While the J:'resident- would have the 
authority to suspend benefits on the basis of current CBI 
criteria, no new conditions would be imposed. Benefits would 
expire in six years or when'a country has concluded an FTA with 
the United States, whichever comes first. 

Preference for ITP 

Mr. Chai:cman, let me explain the reasons the Administration 
strongly prefers the ITP ap~roach. 

First, proclamation authority would allow 'the President to 
resol~e outstanding trade difficulties by holding out a carrot 
new trade benefits -- instead of jabbing with a stick 
wi thdrawing new trade benefi ts .. While the effect may be the 
same, the perception is quite different. 

And, there are problems that need to be addressed., rndeed, 
some of these issues have generated Congressional interest. 
While most of these difficulties are not so substantial that we 
would want to withdraw CBr benefits, we believe they should be 
resolved before we provide new benefits. 

Second, ~e believe the ITP would provide secuiity for 
investors. While the ITP would r"equire CBr nations to 
undertake NAFTA-type obligations in a few areas and in stages, no 
country would be compelled to"enter a full FTA." Negotiations 
would occur on an FTA when the Urrited States and the other nation 
were ready: 

This sec1irity would particularly help the smaller CBr 
nations attract investment. For example, what 'investor would. 
gamble that a small Caribbean nation would be prepared for FTA 
negotiations compared to a larger'CentralAmerican country? We 
might witness investment flowing exclusively to a few CBr nations 
that appear to be closest to being ready for FTA negotiations, 
possibly distorting investment flows. The ITP's obligations 
would be achievable by even the smaller nations, thus offering 
similar opportunities. 

Third, the Administration believes strongly that we should 
negotiate FTAs only with "readyU countries .- those willing and 
able to undertake the serious obligations of an FTA." Enhancing 
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the credibility of U.5.trad~ policy and maintaining the 
confidence of the American people in ,the value of open trade 
depend on well-conceived ,and properly executed ttade agreements. 
rnte~national trade is in the U.5. economic interest; the 
American people deserve to see a proven track record of success 

, from our tradf~ agreements. 

The Administration is developing criteria to assess when 
other nations might be Uready"to negotiate and to implement such 
a complex and comprehensive undertaking as a NAFTA-type 
agreement. The provisions in section 202 of H.R., 553, "factors 
in-assessing ability to implement NAFTA," are very useful 
guidelines for the Administration's process. 

These provisions also clearly indicate that Congress wants 
the Administration to ~egotiate FTAs only with countries that 
could effectively implement the terms of the Agreement. While a 
number of cou.ntries have been making greacstrides at opening'
their markets; and reforming their economies, it is not clear that 
any CBr nation is now "ready" for a comprehensive FTA. 

Mr.- Chairman, the NAFTA implementing law provides additional 
guidance concerning Congressional goals for FTAs. Recognizing 
~theconsidercibleU.5. resources needed to negotiate and implement 
an FTA, Congl:ess -indicated that it wanted the President to 
consider those markets whicti would provide, nthe'greatest
potential to increase United States exports." . Congress with good 
reason is, di:cecting us to take into account U. 5. commercial 
interests in setting our FTA priprities. . 

Fourth, with a six year grace period in H.R. 553, there may
be a temptation to delay reforms in some CBr nations. For 
example, a current government may see this as something for their 
successor government to implement -- thus allowing them to take 
the glory of gaining the NAFTA benefits but postponing the NAFTA 
obligations for his/her successor- to handle. 

This prospect could lead us to a situation in which benefits 
are perpetuated with no little or no reforms in the CBI natioris, 
which is not: the direction we want to take U.S. trade policy. 
U.S. firms that invest in the region as a result of duty-free 

entry into the United States will argue strongly that such 

preferences must be continued. And, of course, the countries 

themselves will want to maintain these new trade preferences. 


This six-ye~r gr~ce period would also establish an 

unfortunate precedent for.any future FTA negotiations. Other 

countries would come to expect to receive full NAFTA benefits 

before beginning to assume NAFTA obligations. 
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CBI nations can adjust to ITP-type requirements. With just 
the prospect of the ITP last year, the Administration was making 
progress in negotiating bilateral investment treaties and IPR 
agreements in the Caribbean Basin. Jamaica and Trinidad and 
Tobago, for example, already concluded both of these agreements. 
Our investment: negotiations were well underway in several other 
CBI countries. ' ' 

But, when the ITP was deleted from the Uru~uay Round bill, 

our riegotiations stalled. And one country informed us that it 

was droppi~g provisions implementing the IPR reforms called for 

in the ITP from its own Uruguay Round legislation as a result. 


Finally, we do not kno~ what the U.S. Congtess' attitude 
will be toward implementing hew'FTAs in the future. For example, 
H.R. 553 does not include new "fast-track" negotiating authority. 

Given this uncertainty, we believe the ITP would be a 

preferable route. 


ADMINISTRATION POSITION 

The ITP Approach 

Mr. ChaiI'man, the Administration wants to work with you and 

the other members of this Subcommittee in as constructive a 

manner ,as possible. We share the same goals.' Let's see how we 

can achieve them. 


If. you would like to work on the basis of the ITP - - i. e. I 

providing the President proclamation authority -- we are prepared 
to submit quickly revisions to H.R. 553. ,Me do not want to delay 
a bill going forward. . 

The basic approach of a revi-sed bill would be that in order 
to receive benefits, CBI nations would demonstrate their interest 
in the ITP by committing to future actions. CBr nations would be 

'required to implement and to enforce their commitments within 
specific periods after receiving benefits. 

Additional Comments 

I would cLlso like to provide this Subcommittee the 
Administration's views on other sections of H.R. 553. That is, 
in addition to the change i~ the implementation process ~- from 
the automatic approach in H."R. ,553 to the proclamation procedure 
in the ITP .- we would like to see the following changes. 

Section 2: 'Findings and Policy 

We sugge!:;t amending some of the, II Findings and Policy" to 



make them con!;istent with the approach we are suggesting. For 
example, in subparagraph (3), the trade benefits being offered-, 
would be in the textile/apparel,sector. A similar change should 
be made in subsection (b) on IIpolicy. II 

Also, ,As I have indicated,' the Administration supports the 
goal of creating the IIFree Trade of the Americas" by the.year
2005. .while Qur preference is for this goal to be achieved by 
accession to the NAFTA, we would like to leave" negotiating 
flexibility on'the approach 'we ultimately use. For this reason, 

. we suggest inserting the phrase included in Title II of H.R. 553, 
lIor to enter into mutually advantageous free trade agreements, II 

whenever the phrase lIaccessionto the NAFTA, II is used. 

Title. I 

Regardin'g IITi tle I, II I have already addressed the 
Administration's views,on product coverage and providing benefits 

. through proclamation authority. We would like to see these 
changes reflected in this bill. 

The one other section in Title I we propose changing is 
subsection (4) (D),' dealing with ,the' transition period. We agree 
that the "transitional ll trade benefits would end whenever the 
United States and another country enters a free trade agreement. 

What needs to be worked out is the date the benefits would 
end even if a FTA is not 'achieved. H.R. 553 proposes that this 
be "the date that is the 6th anniversary of such date of 
enactmerit." The Administration's view is benefits should last at 
l~ast until the,year 2000 -- a date by which tpe Sununit leaders 
agreed that significant progress would be achieved toward the 
objective of concluding the "Free Trade Area of the Americas. II 

.' 

We are concerned about the possible implications of the 
sugar provisions in section 102, which directs the President to 
take action if,the NAFTA is adversely affecting Caribbean Basin 
countr ies. W'i thin the constraints of the existing domestic sugar 
program and our obligations under the NAFTA and the World Trade 
Organization (WTO) , ,the ,President has very li ttle discretion to 
increase suga,r access levels or reallocate market shares. Our 
WTOobligatic;ns prevent the United States from discriminating 
among countries in allocating oveiall reductions in access to the 
U.S. market. We ask that this provision be reviewed 'in light of 
u. s. commi tmemts . 

Likewise!, we ask that section 103, "duty- free treatment for 
certain beverages made with Caribbean rum, II be reviewed to ensure 
that it does not create a precedent for the treatment of other 
products in the future,. ' 
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We have :no comments on the rest of Title I, with the 
exception of some technical corrections. 

Title II 

Our comments concerning Title II are intended to bring H.R. 
553 into conformity with the Administration's overall trade 
policy. We are also asking Corigress to recognize the resource 
limitations existing in the Executive Branch. 

W~ view section 201 as being unnecessary.' We already have 
meetings with countries in the region. For example, we have, 
established Trade and Investment Councils 'with every nation in 
the hemisphere, except Cuba and Haiti. Under these fora, the 
U.S. Trade Representative and other agencies have heid 40 
meetings with signatory nations since ~id-1990. We, of course, 
have periodic meetings with ministers outside these fora. 

Furthermore, as a result of the Summit of the Americas, we 
have plans to hold meetings with countries in the hemisphere 
between now and June. And, in June, we will hold 'a ministerial 
session to assess progr'esstowardthe goal of constructing the 
"Free Trade }\rea of the Americas. II This' process will resume 
after the June meeting, leading up to a March 1996 ministerial. 

We oppose Section ,202 as it is currently proposed for three 
reasons. FLest, we question the .need for more reports on the 
Caribbean Basin region. In accordance with the Caribbean 
Basin Economic Recovery Expansion Act, the Executive Branch is ' 
already required to submit four periodic reports on this region. 
In addition, the Trade Representative includes Caribbean Basin 
countries in our annual National Trade Estimates Report and in 
our Annual Report on the U.S. Trade Policy Agenda. The State 
Department is required by law to prepare annual economic trends 
reports on each of the,Caribbean~asin countries. 

These reports consume considerable interagency effort to 
produce,' yet seem to generate little Congressional interest. The 
Administration is prepared to give any of you, these reports, 

'which we believe tells you almost, II Everything you ever wanted to 
know ... ," and I know none of you is afraid to' ask. 

Second, while we understand Congressional interest in 
obtaining an assessment of II readiness, II the outcome might be 
counterproductive. We know this is not your intention, Mr. 
Chairman, so please allowm~ to. explain. 

Our recent experience highlights the difficulties of making 
public the l\dministration's views on countries' IIreadiness" for 
FTAs. Unde}: the NAFTA law, the Administration was required to 
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submit two reports, one in May 1994 and the other in JulY,1994. 
These requirements for reports were similar to the section 202,of 
H.R. 553, except not quite as specific and on a global basis. 

Mr. Chairman, I cannot adequately describe the intense 

anxiety these reports generated in Latin America and the 

Caribbean and, as a result, throughout the Admini$tration. 

Ambassador Kantor received numerous letters from; and held a 

number of meetings with, other trade ministers, ,whose sole 

objective was to be listed favorably in these reports. We were 

told that political relations and investment flows depended on 

how these repclrts w,ere worded. 


We do not: want to go through this experience again for a 

report which IIlould be very difficult to adequately ·do. 


This brings me to our third objection. H.R .. 553 asks the 
Administration to include in' the report a 'lldiscussion of possible 
timetables and procedures to which beneficiary countries can 
complete the, E~conomic reforms necessary ... II to become ready for 
an FTA. For the reasons I have already presented in my statement 
-- mainly the considerable uncertainty existing in the process of 
initiating FTA negotiations ,-- this section can-not be done with 

. any precision. ' 

In addition to those reasons, the,economic conditions in 
countries can change, often quite dramatically. For example, two 
respected economists, Gary Hufbauer and Jeffrey Schott, recently
published a book listing cO,'!lntries' readiness for FTAs based on a 
range of economic criteria. At least one country highly rat~d in 
the book would have been stricken from the list had the book been 
published only a few months later. 

However, we recognize Congress' interest in ensuring 
progress 'is made toward meeting the objectives of H.R. 553. With. 
this in mind., we offer an alternative proposal,. 

We propose providing the Congress a report in five years on 
U'.S. progress in bringing CBI beneficiary countries· into the 
"Free Trade A.rea of the AIp.ericas, II including Caribbean Basin 
countries' wi.llingness to undertake "readiness" criteria. This 
repor t would serve as . "mid- term review" of the, summi t of the 
Americas trade agenda with respect to the caribbean Basin. Since 
the President is already required to report on the CBr in 1999, 
he would combine the two mandates into one report. 

CONCLUSIONS 

In conclusion, Mr. Chairman, I would like to compliment you 

and the otheJ: members of this Trade Subcommittee on moving so 

quickly in this new Congresstp propose· legislation for the 
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Caribbean Basin .. By doing so, y~u.clearly demo~strate the 
priority this Subcommittee assigns to strengthening further the 
U.S. relationship with the n~tionsof the Caribbean Baiin. 

This Administration shares that commitment; We will work 
closely with you in crafting a bill that achiev~s our mutually 
held objectives. We want to construct a bill that helps th~ 
Caribbean Basin and is in the besi interest of the United States. 

hope the ideas presented today will assist in:that effort. 

Thank you, Mr. Chairman. 
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NATIONAL .ASSOCIA~:lE)N' O'F"'~USINESS ECONOMISTS \~~w.v 

fN.NJf\ \I \ ~~5')' L\A.\ttlJ.~ 
Over the last de .d.e-t_.---GUf economy has " 1Jv~\~\~~Jll. 
become increasingly. dependent- on trade as 
the engine of growth. Most important, 
increased growth will continue to depend on 
trade. Expanded trade stimulates exports 
of American's most productive industries .. 

~ 	 It ensures higher rates of investment and 
stronger growth. For average Americans 
this means more higher-paying jobs, 
increased family purchasing power, and 
increased living standards. Policies to 
reduce trade barriers are among the 
principal tools available to Government to 
achieve those broad domestic economic 
objectives. 

__ ~ 	 I-~--~.~=.__ 

, 	 In just two years" this administration has 

achieved unparalleled success in trade 

agreements, negotiating 73 agreements to 

open up world markets to U.S. goods, 

services, and agriculture. These successes 

include: 


the largest free trade zone in the 
world, 
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the largest multilateral trade 

agreement in history, 


38 bilateral textile agreements, 

14 agreements with Japan, 

an agreement 'covering ~Opercent of 
global shipbuilding, 

the largest procur~ment agreement in 
history with the European'Union, 

a multilateral aluminum agreement, 

agreements on wheat and softwood 

lumber with Canada, 


12 bilateral investment treaties, 

thre~lntellectual property rights 
agreementB(t III ~\~ , 

an agreement with the nations of the 
Asia/Pacific region to eliminate 
barriers to trade in that area by 
the year 2020, 

an agreement; among the Nations of 
our own hemisphere to create a free 
trade area of the Americans by the 
year 2005, 
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And finally, last weekend, an 
historic agreement on intellectual 
propert.y rights wi th China. 

The administration's trade objectives and 
the aggressiveness with which it has 
pursued those objectives are particularly 
relevant to the Asia/Pacific and Latin 
American region. 

Projections shows that by the year 
2000 the East Asian economies will 
form the largest market in the 

world, surpassing Western European 

and North America. 


Projections show that our exports to 

Latin America will surpass the 

combined export to the European t V\ t* ~. 


Union and Japan by the year 2010 t~1W~;') 


These two regions are the most 

dynamic regions of the world with 

the highest projected growth rates 

for the world. 


with these projections in mind, let me 
review with you our trade poli~y first 
toward Asia, with particular reference to 

,,\~~hi:r:a, Jap~n, and APEC and second toward 
~ .LatJ..n AmerJ..ca. 

3 


http:AmerJ..ca


" 

CHINA 

Wi~h respect to China; I would like to 
'address three areas: intellectual property 
rights, market access, and Chin~'s bid to 

. , I 

join the GATT WTO. First, 'intellectual 

property rights. 


Last ~eekend, we reached an historic 

agreement with China on enforcement of 

intellectual propettyrights and market 

access for our sound recording, film and 

computer S30ftware industries. ' 


Intellectual property rights is' an area of 
deep concern to the United States because 
U. S. industries whi,ch' rely on intellectual 
property are among the fastest growing and 
most competitive in.dustriesin ~he United 
States -- ones in which we frequently have 
a trade surplus. 

Rampant violations :of, intellectual property 
rights has accelerated inChina" not 
because China does not have laws to protect 
intellectual prope~tyrights -- :but because 
they did not enforce ~hose: laws~ 

The agreement reached last Sund~y is the 
single most detailed and comprepensive 
arrangement that the United States has ever 
negotiated on' IPR e,nforcement .. ,., It 
comprehensively addresses those,"tough 
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enforcement· issues that are so critical to 
protectinsr intellectual property rights .. 
Let me hisrhlight what I consider to be some 
of the most significant elements of that 
agreement~ 

o 	 As short term measures, China will take 
immediate steps to eliminate piracy by 
setting up a 6-month intensified 
enforc~ment effort and devot~ increased 
resources to cleanup large scale 
infringement, by taking immediate action 
against.factorie~ that are currently , 
producing pirated CDs, LDs and CD-ROMs , 
and by prohibiting exports of pirated 
and counterfeit products. 

o 	 A comprehensive enforcement structure 
will be created including working groups 
at the central and sub-central level 
through out the couhtry. These task 
forces will have the collective 
authority to investigate infringing 
activity, ~earch for and preserve 
evidence, order infringers to stop their 
actions a' case is pending, and when 
infrinsrement is'found--impose fines, 
sei~e and destroy infringinggoods,and 
machinE~ry and implements directly and 
predominantly u~ed to produce those 
goods. 

o 	 The Chinese government ~ill ensure that 
public an private enterprises use only 
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authorized, legi'timate computer software 
and will provide the resources to 
acquire legitimate software, :will create 
an effective Customs copyright and 
trademark recordation system, (modeled on 

• I'

the u.s. system) and wlll set up a 
copyright verification syste~ to help 
prevent piracy. p 

o 	 In addition, China will ensure that 
right holders have access to 'effective 
administrative and judicial relief and 
will enhance training of judges, 
lawyers, students, government officials 
and businesspersons about th~ importance 
of IPR protection.' 

o 	 China will also provide u. S.' 
rightholders with enhanced access to the 
Chinese market by prohibiting quotas on 
imports,' import licensing requirement· 
and other restrictions on imports of 
audio visual prdducts (sound recordings, 
film produbts), allow u.s. r~cord 
companies to market their entire catalog 
of works in China" enter into revenue 
sharin~J agreements, and allow u. S. 
companies to enter into joint ventures 
to produce and reproduce their products 
and.enteririto bontracts with Chinese 
companies to distribute and sell their 
products in China. 

Second, on market access, in Oc~ober of 
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1992 the Uhited States and China signed a 

market access agreement that committed 

China to make sweeping changes in its 

import regime. China has made much 

positive progress on market access, 

including removal of many nontariff 


· measures and sharp tariff reductions on a 
· variety of products of interest to the 
United States. It has also embarked on the 
publication of various laws and regulations 
that previously had been secret. 

But China has not fully implemented its 
market access commitments. It is yet to 
live up to its obligations to publish 
quotas, to uniformly. apply its trade laws 
and regulations, or to fully eliminate 
import substitution as a policy, nor has it 
yet eliminated quantitative restrictions on 
many products. 

In addition, China has not, yet addressed 
our concerns about the use of sanitary and 
phyosariitary standards as barriers to 
imports of agricultural and live animal 

· products. China continues to use 
unscientific standards to block U.S. 
exports of citrus fruits, stone fruit, 
wheat from the Pacific Northwest, apples, 
and leaf tobacco. 'We are now re-engaging 
these issues wi th the Chinese. ' 

Market aCCE~SS for s~ervices is another 
integral part of the U.S.-China agenda, as 
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is improvement in the overall business 

climate in China. Negotiations are going 

on in these areas, and we are making some 

progress 
0 

Finally, let me turn to China's bid to join 
the GATT W"TO. We believe it is in the . 
interests of the United States that China 
become a member of the GATT WTO,' but only 
on a commercially acceptable basis.' 
China's accession would guide the structure 
of China's reforms, .and it will 'cement 
reforms that are currentlY'in place. A 
good protocol of accession for China will 
lead also to substantial additional market 
opening and a much 'improved trade and 
investment regime~ 

But China's most recent bid to accede to 
the GATT failed last year 'principally as a 
result· of China's unwillingness to commit 
to align its trade regime with ' 
international norms or satisfactorily to 
increase market access in goods, services 
and agriculture. Over thesep~st months, 
the United States as well as other GATT 

. members have clearly outlined the areas 
where China must make commitments to 

. undertake basic GAT~ and WTO obligations 
and to secure tr~n~parent and meaningful 
market access opportunities. We ,have 
outlined these areas in detail to the 
Chinese in the goo~s area, in the services 
area, and on ~griculture . 
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If China accedes to. the WTO on anything 
less than solid commercial terms or without 
commitments to take further reform 
measures, not only the United States but 
all major trading partners will be hurt 
over time.' Nor will we achieve our goal of 
seeing China -- and indeed other nonmarket 
economies whose accessions are also pending 
-- better integrated into the world trading 
system. We look forward to a resumptions 
of talks with China on these important 
issues in 1995. 

JAPAN 

. Let me turn now to Japan. We have made 
significant progress with Japan on the 
trade front during the past year'and a ; 
half. On October l,1994,we reached ' 
market-opening agreemehts with the Japanese 
Government under the Framework in 
insurance, government procurement of 
medical technology, and procurement of 
t'elecommunications goods and services, 
including by Nippon Telegraph and Telephone 
Corporation (NTT) --Japan's major phone 
company, which is two-thirds gov~rnment 
owned. In addition, we concluded Framework 
agreements on opening Japan's glass market, 
financial services;·' and intellectual 
property rights. Outside the formal 
Framework process, we have also reached 
market-accEess agreements on construction 
cellulai phones and equipment and apples. 
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However no agreement has yet been reached, 
in 	the critical autos and auto parts . 
sector/ which constitutes approximately 
fifty-five percent of the u.S. bilateral 
deficit with Japan. 

Autos and Auto Parts 

We have been negotiatirigwith the Japanese 
on automotive issues for 18 months without 
visible progress. In an effort to bring 
the talks to some conclusion/ we initiated 
a Section 301 trade action a~ainst Japan on 
October 1/ 1994 on one aspect of the 
automotive issue -- the virtually closed 
market for replacement auto parts in Japan. 

Auto talks with the Japanese resumed on 
January 26/ 1995. Piscussions have focused 
on three maj or areas·: 

o 	 Access to Japan / s motor vehicle market j 

o 	 u.S. auto parts exports to Japan and 
purchases of U.S. made auto parts in the 
Unit~d States by Japanese motor vehicle 
transplant producersj . 

o 	 Deregulation of the Japanese auto parts .. 
aftermarket/the replacement market for 
auto.parts. 

We have been disapRoinied by the Japanese 
Government's response to dat~. No progress 
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was made in recent negotiations ~ith the 
Japanese which were held in Tokyo February 
15-17. We will continue to press 
aggressively the Japanese for resolution of 
these issues. 

Deregulation 

The U.S. is seeking .bold Japanese 
Government action to free up over-regulated 
sectors of the Japanese economy,' which 
constrain the country's economic growth,' 
hurt Japanese consumers and impede foreign 
access to the Japanese market. 

Japan is currently in the process of 
putting together its Five-Year Action plan 
on deregulation, which is expected to be 
announced on April 1, 1995·. . 

Deregulation and competition policy are 
part of the fram~work. At the invitation 
of the Japanese government, both the U.S. 
and EU subrnitted detailed proposals 
regarding deregulation and administrative 
reform. The U.S. propo~al was provided to 
the Japanese government on November 15, 
1994 and a number of consultative sessions 
have been held since that time. 

We were disappointed with the interim 
deregulation report announced by the 
Japanese Government, in January 19,95. In 
particular, we are concerned by the 
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continuing lack of transparency of the 
process and a continuing lack of resolve to 
address in meaningful fashion the specifics 
of deregulatory action ona se~toral basis, 
including the mode of follow thr6ugh. 

As numerous Japanese Government studies . 
have shown, the more detailed, substantive 

·and comprehensive th,e (jeregulationplan, 
the more the Japanese economy --·and U.S . 

. arid other foreign firms -- will benefit. 
We await such meaningful action .. 

Implementation of Agreements 

The consultation and review process for the 
Framework agreements on government 
procurement, insurance and glass will begin 
later this springw 

Of particular concern to us will be whether 
these agreements are a6hieving the intended 
results ~- substantial increases in market 
access and sales' for U.S. and'other foreign 
products and services in Japan. 

We will be using the quantitative and 
qualitative criteria' in these agreements as 
a basis for assessing progress. 

In'addition, we will continue to monitor. 
closely Japanese implement,ationof existing 
bilateral agreements~n such sectors as 
computers, wood, and paper. Foreign firms 
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continue to be denied full access to the 
Japanese paper and wood products markets, 
for example, despite prior agreements in 
both of these sectors. This is why these 
sectors were watchlistedunder· Super. 301 on' 
October 3, 1994. 

OTHER ASIA 

Let me just touch for a minute or two on 
some of the other countries in Asia of 
substantial interests. First, the ASEAN 
region. The countries of the ASEAN 
represent collectively our fourth largest .. 
trading partner. They are also the fourth 
largest, fastest growing population region 
in the world, and this of course creates 
substantial opportunities for U.S. 
business. There is enormous potential for 
U.S. companies, for export and job 
creation, :in our relationship with ASEAN. 
Recognizin9 this, this Administration 
embarked on something called the Alliance 
for Mutual Growth which for the first time 
combines our commercial policy and our 
trade policy sector by sector, structural 
issue by structural ·issue, to ensure that 
market access that is achieved on policy 
terms will be complemented by an aggressive 

.commercial strategy;. 
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KOREA 

While formal barriers to imports have 
fallen, Korea has raised new, more subtle 
barriers that sharply hinder the 
liberalization envisioned under the major 
trade policy initiatives of the late 
1980's. Korea's nontarifftr~de, barriers 
are often compared to those of Japan 10 
years ago. As a r~sult/bilater~l problems 
tend to be on the rise. We are pursuing 
negotiated solutions to a variety of areas, 
but we are also pursuing the use'of our 
trade laws, particularly with respect to 
meat import practices. We are now looking' 
at the possibility of a WTO case on the 
overall USl::! by Korea o.f sanitary and 

'phytosanitary barriers to block our imports 
'of agricultural goods. 

We believe the Korean trade relationship 
,holds great promise for the United States, 
and of course the overall U.S.-Korean 
relationship is very strong. But market 
access barriers and discriminatory 
treatment of U.S. firms must be stopped. 

INDIA 

Recent market openings in India present 
significant opportunities for the United 
States . For the fi;rst time, India has 
agreed to open its textile markets, an 
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agreement which was just concluded several 
weeks ago. In addition t Ind~a has reduced 
some tariffs and relaxed investment 
restrictions. It must do this if it is to 
compete effectively ,with other dynamic 
economies of the Asia/Pacific region. 

'Economic transformation in India'will not 
be easy even with these liberali~ation 
measures. India still maintains some of 
the highest trade b~rrlersin the world, 
and it is only now beginning to open its 
markets in areas previously closed. We are 
in the process of negotiating a variety of 
issues in India, including the 
liberalization of its insurance market and 
telecommunications markets and intellectual 
property rights protection. We are making 
some progress, albiet slow. 

APEC 

Before I turn to Latin America, let 'me 
mention, briefly APEC, the Asia~Pacific 
Economi~ Cooperation Forum, which is the 
regional centerpiece of our efforts to open 
markets, e:K:pand trade and ensure the future 
of our economic cooperation with the Asia 
Pacific re~3"ion. 

The APEC community of nations is comprised 
of 18 economies (including the U.S.) which 
border the Pacific Six years ago, when0" 

APEC was established it was generally 
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viewed as a forum for consultation and 
cooperation on economic issues. Now 1 

because of President Clinton/s leadership 
in Seattle in November 1993 1 and President 
Soeharto's leadership in Bogor, Indonesia 
last November, we have focused APEC's 
central objectives on one common goal: the 
achievement of free and open trade and 
investment in the Asia Pacific region by no 
later than 2020, 2010 for Industrialized 
countries. This goal will involve 
promotion of business facilitation steps, 
economic cooperation and technical 
assistance as well as traditional 
liberalization which builds upon, broadens 

. and deepens Uruguay Round outcomes within 
the region. 

The first post-Summit meeting of APEC 
senior officials was held several weeks ago 
in Fukuoka, Japan 1 initiating the APEC 
process under this year.'s chairmanship by 
Japan Although much work remains to be,0 

done, we believe the APEC process is off to 
a good start this year in developing a 
concrete,· credible and comprehensive action 

.	plan to inlplement the Bogor mandate. This 
plan must be completed for approval by 
heads of state at their next meeting to be 
held in Osaka this 'coming November. In 
addition, officials are working on some 
shorter term results,such as 
simplification of cus,toms and standards4 

processes and improvements in 
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telecommunications and transportation 
infrastructure, which will add momentum to 
the APEC process and be of immediate 
benefit to businesses 0 

The jury is still out on how the APEC 
process will unfold this year. Regardless 
of the.approaches employed, a plan must be 
developed which will layout a s~ecific 
path and steps toward free'and open trade 
in the Asia Pacific region by 2020. A lot 
of hard work and serious decisions need to 
be taken within APEC economies and within 
APEC as a whole in order to live up to the 
very bold challenge our Leaders have 
presented to us. We think APECis up to 
that challenge and intend to be an active 
participant in this endeavor. 

LATIN·AMERICA 

Let me last turn to the second fastest 
growing region of the'world -- Latin 
America. 

Last Decenmer, President Clinton convened 
the historic Summit of the Americas where 
34 nations met and agreed to.construct the 
"Free Trade Area of the Americas" (FTAA) by 
the year 2005, with concrete progress by 
the turn of this century. A milestone in 
the process will be the first in a series 
of trade rninisterials> which will ,be held in 
Denver on June 30. 
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Chile's accession to the NAFTA will be a 
first step in expanding the NAFTA as part 
of the U.S. effort in ,creating the FTAA. 
This is a strategically important step 
demonstrating concrete progress on the U.S. 
trade agenda and toward the FTAA. A 
separate Trade Ministerial with the NAFTA 

,partners and Chile ~ill launch accession 
negotiation no later than May 31. 

Moving beyond Chile to, embrace other 
nations in the hemisphere in NAFTA-type 
agreements will benefi.t the United states. 
One study estimated that' U.S.' exports to 
Latin America and 'the Caribbean'would be 50 - , 

percent higher under the FTAA. 

The countries in Latin America and the 
,Caribbean are not waiting for the Uriited 
States. Nearly every country in the region 
is part of at least one major subregional 
trade agreement. There are five regional 
trading arrangements in Latin America and 
the Caribbean, including the NAFTA. All 
are different in nature and scope, but they 
share a goal of reducing trade barriers and 
opening markets. 

The United States will want to encourage ~ 
economic integration to occur on' terms that 
are in the U.S. best interest and that 
expand trade. The United States must 
strive for a common set of trading rules in 
the hemisphere, based on high standards of, 
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openness. The United States must work to 
avoid a mclze of, agreements that impede open 
commercial relationships. '. 

We will use the existing Trade and 
Investment Framework Agreements (TIFA) as 
the most efficient consultative mechanism' 

. -to help us prepare for the ,June ,30 Denver 
Trade Ministerial and beyond. · Our 
objective for June -will be to adopt a short 
list of specific recommendations for action 
to begin now as we move tow~rd the longer 
term FTAA goal. 
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I
Chairman Bereuter, Chairman 'Roth, it is a pleasure to appear 
before your subcommittees again today to bring you up to date on 
our re,cent, agreement with China which will provide for strong 
enforcement of copyrights, trademarks, patents, trade secrets and 
other intellectual property 'rights in China. Our computer 
software, motion picture, sound recording, and publishing 
industries will also benefit1from new, improved access to the 
Chinese market. 

This agreement benefits u.s. 'industries that are consistent 
exp,ort earners from the flagrant piracy of their products, and 
provides increased markets for the products of U.S. workers in 
these industries. 'Through full implementation of thIs agreement, 
China will demonstrate that, it can play by international rules on 
a matter of importance to its own development and economic 
interests as well as' its trading partners. China will also have 
access to high quality products from the United States and 
assistance in the implementation of this agreement. , , 

Let me just begin by expressing my appreciation for the 
that the Administration has received from the members of 
committee as we have negotiated with China. It was critical to 
our success in reaching this'agreement that the Chinese 
government understand that'there was strong ~upport from both the 
Congress and the business, community for remaining resolute in the 
face of the Chinese government's tolerance for piracy.'of U.S. 
intellectual property. 

President Clinton has led this country on a historic effort to 
open markets and expand trade. He"believes that increased trade 
is critical to our efforts to create jobs and raise standards of 
living in this country. Thecimportance of trade to our economy 
and the rest of the world demands that the global trading system 
be based, in a set of rights and, responsibilities that all 
countries must accept. The Clinton Administration, with 
bipartisan support in Congress" has pursued this goal of an open 
and 'fair trading system thropgh multilateral agreements like the 
Uruguay Round, regional init~atives like NAFTA,'and bilateral 
negotiations like our current agreement with China. All of these 
initiatives share a common p~rpose of opening markets, expanding 
trade, creating jobs and strengthening the U.S. economy. 

Messrs. Chairmen, last Sunday, February 26, we took the latest 
step in that effort, when'the Administration announced that the 

.United States and Chi'na had reached an agreement that will 
provide 'for both immediate and ,longer term improvements in 
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enforcement of intellectual property rights (IPR) owned by U.S. 
individuals and companies and market access for' industries that 
rely on IPRs to protect their products. As President Clinton 
said, "This is a strong agreement for American companies and 
American workers ... we have used every tool at our disposal to 
fight foreign ba,riers against competitive U.S. exports." 

I. Major Industries Benefitting 

o 	 Computer software producers, including producers of CD-ROMs 
and video games, will benefit from increased action against 
manufacturers and retailers t.o eradicate piracy in China, 
including a ban on infringing exports and improved market 
access. 

o 	 Motion picture and video producers will benefit from 
enforcement of their copyrights, in particular against 
producers of pirated Laser Discs (LOs) and tapes, 
elimination of quotas, import licensing requirements and 
more transparent rules on censorship and faster 
implementation of censorship rules. 

o 	 . Sound recording producers of compact discs (CDs) and tapes 
will immediately benefit by enforcement actions against CD 
pirate factories and enforcement against exports to third 
countries, the right to exploit a companies entire catalogue 
and other market access provisions. 

o 	 U.S .. trademark owners in all categories of goods and 
services that must enforce rig'hts in China and, especially 
companies that have well-known! marks, like Del Monte, 3M, 
and Kellogg, will benefit from expedited and improved 
procedures to permit enforcemen:: of trademarks. Protection 
against unfair competit'ion, through copying of trade dress 
and other actions that could mislead or confuse consumers 
will also provide benefits foi a wide range of U.S. 
industries that trade with Chipa. 

II. 	 Immediate Benefits'- - Enforcement 

o 	 ExpOrt' and import of pirated CDs, LDs, CD-ROMs and 
counterfeit trademark goods will be prohibited· and 
infringements strictly punished, through: 

intensified inspections 'and commitments to detain 
suspected goods f9r investigation, and authority to 
seize, forfeit and destroy infringing goods. 

Establishment of a copyright and trademark recordation 

2 
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system'modeled on the U,S, Customs system, 
" 

o 	 Creation of a comprehen'sive enforcement mechanism that is 
empowered to investigate, prosecute and punish infringing 
activities throughout thina. 

, 'I 
will 	be accomplished tprough: 

A State Council wo!king conference on intellectual 
property rights (IPRs) that will issue direc~ions and 
coordinateIPR policies. 

Establishment of ~~b-central (provincial, regional and 
locall intellectual property working conferences in at 
least 22 provinces, regions and major cities and 
special enforcement task forces. 

Cross-jurisdictional enforcement efforts will be 
specifica'lly authorized, coordinated and carr.ied out by 
enforcement task force·s. 

Enforcement task forces in which all relevant 
departments, including the police and customs, will 
participate so that the task force has authority to 
search premises, preserve evidence of infringement and 
take action to shut down production of infringing 
goods, impose fines and revoke operating permits and 
business licenses. 

An intensified enforcement effort over the next six 
months with possible extensions of this time period for 
specific, areas depending on success in eradicating 
infringement. 

Esta~lishment of a: copyright verification system and' 
use of unique identifiers on CDs, LOs and CD-ROMs that 
will help identify, infringers and ensure, thab only 
firms with permission from the copyright holder will. be 
authorized to reproduce, import 'or export these 
products. Associations of right owners will be 
permitted to establish representative offices in China 
to assist in this verification proce'ss and engage in 
other activities that representative offices are 
permitted to undertake in China. 

Technical assistance from the United States to ensure 
effective implementation of these programs and 
mechanisms. 

; 

I 
5h;rt term efforts by the Enforcement Task Porces'will focus on: 
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CDs, LOs and CD-ROMs. This will, be done through: . 
I 

investigation of all factories producing CDs, LOs and 
CD-ROMs to determine'wpether they are producing 
authorized will be completed by July 1, t995. 

investigation of engaged in distribution, leasing 
or public performance ~f audio-visual products (CDs, 
LOs, video tapes, motion pictures, audio tapes, video 
games) during the spectal enforcement period. 

establishment of an inventory check system at the 
retail level to· ensure; that only authorized product; is' 
being sold. 

I 

revocation of operati~g permits belonging to those who 
infringe more than one time and revocation' of business 
licenses for serious repeat offenders with a commitment 
not to grant a business license in the same field of 
activity for a period of three years. 

Comouter Software 

investigation of all entities, including public 
(government), private ~nd not-for-profit entities that 
engage in commercial' reproduction, wholesale, retail or 
'rental of computer software. 

establishment of an inv.entory check system for software 
under which any product! that is not distributed by a 
licensed firm will be seized and destroyed. Business 
licenses for dealing with computer software will be 
required and those firm's found to deal in infringing or 

. unauthorized product repeatedly will lose' their 
business' license for three years. Normal 
administrative and judicial remedies will also be 
.available. 

· All entities. (including public entities) must provide 
resources sufficient tolPurchase legitimate software. 

Books and other Published Material 
I 

intensified investigati~n of publishing houses and 
revocation of business'licenses of those engaged in 

·piracy. 

· verification that printers have authorization from the 
right holder to print the book or other material. 
Printing houses operating without a license will be 

· shut down. 
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Trademark 

Pursuit of "model" cases to provide a deter~ent effect 
on other counterfeiters· 

-,~ Im~ediate access to' ~11 trademark agents operating in 
. Ch~na, and for the purposes of enforcement, joint

ventures, wholly owned subsidiaries, and licensees in 
China will be permit:ted to act 'on behalf of the U. S. 
owner of a trademark. 

To date, the Chinese have and closed seven factories, 
including the most notorious the pirating factories, the 
Shenfei Laser Optical Company outside of Hong Kong. Over 
2 million CDs and LDs seized and destroyed in recent 
weeks. As I outlined the government will take further 
steps necessary to discover other infringing factories and 
move against -them within the three months, seize destroy 
infringing.products and seize and destroy any machinery 
and predom~nantly used to produce infringing products. 

III. Other Enforcement and Actministrative Actions 

o access to· administrative and judicial 
including expedit handling of intellectual 

property cases involving ~oreigners, the right to 
investigate alleged infringement and present ·evidence 
to request preservation of evidence of infringement 
the case is pending.. , 

o 	 Establishment and publication of standards to govern the 
registration and renewal of trademarks in China, including 
standards on the key issues of determining likelihood of 
confusion, descriptiveness, rules for cancellation and 
opposition procedures. 

o 	 Enhanced protection against unfair competition, 
abuse of trade dress, trade names and other actions 
mislead the public as to relevant goods and services 

o 	 Exchange of information arid statistics on Chinese 
enforcement efforts and consultations to discuss the 
adequacy of en:orcement The United States will 
also provide information intellectual property 
enforcement actions in country. 

o. Enhanced training for Chinese judges, lawyers, students, 
officials, 	and businesspersons on the nature of 

property and the importance of its protection. 
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IV. 	 Enhanced Access to the Chinese Market 

o 	 Confirmation that China will not put in place quotas, import 
licensing requirements or other (non-censorship), 
requirements on the importation of U.S. audio visual 
products,including sound recordings, motion pictures and 
videos. 

o 	 U.S. record companies will be permitted to market their 

entire catalog of works in China, subject to censorship 

rules. 


o 	 U.S. film product companies are permitted to enter into 

revenue sharing agreements with' Chinese companies. 


,0 	 U.S. companies in ~he audio-visual industries will be 
permitted to enter into joint venture arrangements for the 
production and reproduction of their products in China. 
These joint'ventures will also be able to enter into 
contractual arrangements imrnediatelywith Chinese publishing 
enterprises for the nationwide distribution, sale, display 
and performance of their products in China. They will now 
be able to establish operations in Shanghai and Guangzhou 
and other major cities, with the nu~er of cities to grow to 
thirteen by the year 2000. 

o 	 U..S. computer soft.ware companies will also be permitted to 

establish joint ventures in that sector and produce and 

sell computer software and compute~,software products in 

China. 


A Review of the Problem and a History of U. S. Efforts to Resolve' 
It 

From 1984 through 1994, U.S. yearly exports to China rose from, $3 ' 
billion to $8.8 billion. In the same period, however, Chinese 
exports to the U,.13. rose from $3.1 bi'llion to almost $38 billion. 
Some of the fastest growing and most competitive industries ,in 
the United'States -- and oneS in which we frequently' have a trade 
surplus have. been adversely affected,by China's failure to 
enforce intellectual property rights, including computer 
software, audiovisual products, books and periodicals and 
trademarked goods and services. 

While China did make significant improvements in its IPR legal 
regime as a result of the 1992·U.S.-China Memorandum of 
Understanding on Intellectual Property Protection, piracy of 
copyrighted works and trademarks continued to be rampant because 
China did not live up to its' obligation under the Agreement to 
enforce its laws and regulations. Until, recently, enforcement of 
intellectual property rights has been virtually absent, ' with 
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piracy rates soaring in all major ~rban centers along China's' 

increasingly prosperous east coast 


Piracy'of computer sof:::ware -- onelof the most competitive 
industries of the United States - - has been as 94 
percent, according to U.S. software industries. pl.racy 
of U.S. CDs, laser discs; cassette tapes, videos and movies has 
been close to 100% in many parts of China. 

In the past two Chinese companies have begun to export 
pirated products volume -- markets in 
southeast Asia and even reaching Latin Canada, and the 
United States. Thi~ trend is exemplified by fact that 29 CD 
and LD factories in China have had 'a production capacity of 75 
million CDs for a domestic market that can absorb only 5 million 
CDs annually. In addition, some of these factories began to 
produce and export CD-ROMS, which can hold dozens of 
software programs and other copyrighted works on a disk. 
The administrative apparatus in China for policing copyright 
piracy has been extremely weak. Piracy of trademarks has also 
been rampant, in south 9hina. Enforcement, while 
effective in some , has be~~ sporadic,at best. 

On February 4, 1995, the Administration announced that, although 
the United States stood ready to continue to engage in serious 
negotiations, it had ordered the automatic imposition of, 100% 

, tariffs on over $1 billion of of Chinese products 
beginning 26 if an acceptable agreement could not be 
reached by that ' 

Ambassador Kantor's ann~uncementwas the result of an 
month investigation th~ Special 301 provision of the 
Act of 1974 into China's intellectual property rights 

enforcement practices. On December 31, USTR Kantor had issued a 
proposed determination that China's IPR enforcement practices 
were unreasonable and burdened or restricted U.S. commerce and 
denied fair and equitable market to U.S. IPR owners. USTR 
published a proposed retaliation of.8 billion and held 
hearings on the proposed increase on on these products. 
At the same time, Ambassador Kantor extended the investigation 
until February 4 to allow negotiators time to pursUe an 
acceptable settlement. ' 

Conclusioll ' 

Messrs. Chairmen, this is a good' agreement for the U.S. workers 
and firms. It will bolster our efforts to create more high-wage 
jobs in some of our most competitive industries. Our legitimate, 
high-quality products will not be required to compete against 
Chinese pirated and counterfeit goods in third countries and in 
China. Our exports to China and third countries should increase: 

7' 
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I, 
I 

It means American businesses can gain the confidence they will be 
fairly treated as they enter the Chinesel market, one which 
presents immense potential for u.s. businesses . 
. ___. ,I 

It is also a good agreement for the Chiz:!~se. It will provide 
evidence that China is willing to play by the international rules 
and enforce them." It will also improve the investment climate 
and encoura'ge access to the high quality', technologically 
advanced U.S. goods and services. The agreement contains key 
features ensuring transparency in the Chinese system, which 
bolsters efforts to have a more open and democratic society. 

Messrs. Chairmen, ,it is critical that weldo not rest on this 
Agreement alone. Equally important, we must ensure that the 
agreement is fully impl~mented and enforced. We will be working 
aggressively to make sure that it'is. i 

Again, let me say that I appreciate the support and cooperation' 
we have received from the ,members of these 'subcommittees. I look 
forward to working with you in the weeks'and months to come as we 
implement and enforce this historic agreement. Thank you. 
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STATEMENT OF AMBASSADOR CHARLENE BARSHEFSKY 
BEFOR1~ THE SENATE FOREIGN'RELATIONS COMMITTEE 
SUBCOMMITT.EE ON EAST ASIAN AND PACIFIC AFFAIRS 

, t" .'\ ('n 'C. MA~CH,8, 1995J. 

1.-\N~)VlA·1 :VAS+e Jf1 
Chairman ThQmas,)\it is a pleasure to: appear 

before you today to{d~~iJ:10t tf to~at.Jl!on our 
\V(C ~:~\ , h'" . , .:. . , . :a.t agreement Wlt Chlna,., Whleh pr.:g¥~, 

~ \ 
St rgng . esfe.rG@mQ.B-t.-..-Q,.f-~-:--ifrce-l-±-eetttctr'-prope-rt:y 

rights,jn-C11..i.g? Our cOp1put~r software,motion 

picture, sound recording,publishin~ and other 
, .' 

industries which will be'nefit from strict 

enforcement of their rights in China will also 

benefit from new and expanded market. acc:..esOn· 

China. 

Let me begin Mr. Chairman by expressing my 
, ! 

appreciation for the support that tpe 
, 

Administration has received from members of this 

committee and the Congress ~ as we 

negotiated with Chin~. It was crittcal to our 

success in r~aching this agreement,'that the 

Chinese government understood that ;there was 

unwaverinSf support from both the Cqngress and 

the U.S. private sector fdrremaining resolute 
, ! 

in the face of the Chinese governi:n~nt's 
i 

tolerance of piracy. 
; 

mailto:e.rG@mQ.B-t
http:to~at.Jl
http:SUBCOMMITT.EE


, i 
, ,I 

I would like now to review briefly the key 

elements of the agreement. \ LA ~ (lVA ld\\ :~"Yv'\J4 
~ .".1 ,,~, ! :1/1 /1,/

\', '.I.:\\.",A/ I/f/ 

Enforcement Agreement 

China has agreed to establish a comprehensive 
, -------.enforcement structure that will perm~t effective 

•___~,"___"""7___,........_~..,.,,
__1V""_,"~ 

action against piracy.throughoutthei country. 

This structure includes intellectual; property 
, • 'I 

working conferences at the central and sub

central levels and enforcement task forces. 

All agencies charged with enforcement 

responsibilities, including the police and 

customs, will participate in raids and other 

enforcement activities. 

Although the enforcement task forceS will be in 

place over the longer term, China witll intensify 

efforts over the next six months, to eradicate--""'"'--................'-............-~. 


piracy and counterfeiting. This, will be done in 

the context ofa special enforcement period of 
--- . ~ .... I~-"'-----" 

the type used so successfully in Italy and 
. , 

" , 

Korea. This period will be marked by 

significant, sustain~d raids at the :retail, 

distribution and producer level.: 
, ,I 

. ,'. 

2 



of 

." 
" 

in the 

s und recordings 

computer s and 

." 

The export of infringing goods is. barined, and 

both customs and the enforcement ~as~ forces
• ., • j. 

have the authority to ..~eiz~·and destr.oy 

. . ~\1~.! ~~__' 


infringing products an~ the" material~ and 


implements used to manufacture these I infringing 

products. 

The enforcement task for~es willals6 

collectivel have the authority to.investigate 

infringement, preserve evidence for.titigation, 

order infringers to stop their activity before 

. litigation, ,an~.\after 'infringement is found, to' 

levy fines, put in place permanent i~junctions, 

require payment of' compensation" 'reqhire 1~-
. ' (\A\l,o'i" b J ..: (! I ., \ t 

forfeiture and deSt~ the infringing goods, ~ L:kt. ~fi%J;;ivVi' 
nV \'N' f\..; {\ materials and implements used to manufacture 

w . 

them. i 
• I 

Customs will establish a copyright and trademark 

recordation system based on the:U.S.' customs' 
,I, 

system to monitor exports and· import,s 

produc~s from Chinartr~v/~ <,,,0\ 
, .. . . . (1trty;\' 

China will also implement specia 

audio-visual sector (in9luding 
~MI '""'_'~~~~~¥:..,....,' 

and motion pictures), 

3 
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I 

, I ' 

book publishing sect,ors, as well as Qievote more, 

resources to the enforcement of :trademark 

rights. 

In the audio visual sector, for:example, China 

is now implementin~":'~;tailed ~yste~ of permits, 

and business licenses that will ensure that 
" I 

, . 
Chinese companles have the 'permission of right~ 

holders to erigagein reproductiQn, dist~ibution, 
I 

or other activity in China. Under tpis system, 


permits and business licenses wtll S~ revoked 


unless permission has been received !from the 

, ' 

, right holder. China will permitassbciations 
~ ';' 

like the Motion Picture Association and the 

Software Publishers Association: to establish 

representative offices, and theseof~ices will 
: .: I

work with Chinese officials to verlfy' copyright. 
, ' 

,1 
; 

By July 1, all factories'produclng'CDs, LDs and 

CD-ROMs will be investigateq. to: ensure that each 
I 

factory has copyright authorization ':to reproduce 
" : 

sound recordings, motion pictures oi computer 
I 

software., 'Each firm'will use a: unique 

identification number'so that ctlstoms and other 
" I ; 

enforcement authorities .. will know where 
, 

particular CDs, LDs or CD-ROMs ~re 
, 

produced. 

4 



.' 

The s~~~.~ Cl~,,,J?~~~.,.. ~g~:... "g,QTIII:nd.t_~r~«_§'S~,~,.~_<:,te requires 
I 

retail outlets of computer software to maintain 
. ' , 

an inventory including: informati:on ori the type , 
-,-,~",____"~,.~."""",,:,.,..'_';"'~E.,,r" , , 

quantity, origin and product loc'ation of any
: I 

software that it commercially reproduces, 
, ' 

distributes or rents. This information will be 

veri~ied and retailers acting ~it~outi an 
____ __ ___ • .....,......~. ~v.,~_'""'_. ~,._ 

, ,I

appropriate business, license' or Idealing with 
, " 

unauthorized products will have ~that,product 
, ,I 

seized and destroyed. Repeat offend~rs will 

lose their business licenses and will not be 
I ' ' 

issued another license in the same field for a 
! 

period of three years.' . '! 
,i 

In addition, customs will prevent,import and 

export of.pirated software and audio~visual 
\ c~ ~ \~/\~l/ ! : 

products through the use 0( verification and ii\ 
, f\ , : 

recordation system based on the:U.S .,: ~, N'-4d.t 

I 
, , 

China has already,taken some action ,to improve 

enforcement.' ~,~~ven CD factories have 
..Y ,,::,--- i '" ' 

been inspected~ cl~ed and over 2 mi~lion 

infringing cD1~trOyed. This Iis 'a, good 

beginning, but m1t9P more is reql;lired under the 
,~

Agreement. The United States will ;Consult 

closely with China on implementation of this 

5 
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, " 

agreement and will provide technical 'assistance 
, ' 

. in i,ts implE~menta,tion. ;! 

Market Access 

U.S. sound recording, motion picture iantl 
I 

computer software industries will bt::rriefit from 
• \i\ \~.significantly improved market access '.. 

/\, 
Legitimate product will now be able to 

' 

be 

imported or manufactured to replace the pirated 

product. ' 

China will not 'impose quotas, import:licensing 
, ,I 

requirement or other non-censorship ~estrictions 

on the importation of audio-visual a~d published 

products, whether formal or informar~ 
'I 

In the audio-visual sector, China will permit
, . 

U.S. firms to establish joint ventur~s with 


Chinese firms in China for production and 

" ......-- ; 


reproduction of product. These ijoint ventures 

I 
I 

will be permitted to enter into ,contracts with 

'Chine~epublishinge~terprises io, on a 

nationwide basis, distribute, sell,'~isplay and 
. --- "- .....-..-..-...-"..~,.- :. 

perform. China will imTIlediately per~it 
, ' 

establishment of these joint ventures in 

6 
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Shangha~, Guangzhou and 'Other major'lcities,' and' , ' 

will then expand the number of these ,Ici ties to 

thirteen by the year 2000. 

u. s. , sound recording firms will !also :be 
, ·'1 

permitted to enter into exclusiv:e liqensing 

arrangement~ ~ith Chines~ publishing1houses to 

exploit their entire catalogu~s :and t;o decide 
, : i 

what to release from that catalo~ue. • u.s. firms 
, , 

will also be able to enter into xevenue sharing 
.'''' , .. ,,,,-,-,,,,,",..,., ".m~'~'"~'''''''''_'''~"''' .",,~,~ ,. .... ,~"'., .....-- ,."-""""",,,,_1..,$,.,.,, .,,'''' ..·.~v"_.'.~~~_"'_"'~"'..""'.'., :"J "'''", 

arrangements wi th Chinese firms,:, including 
, :; 

1 cens ng arrangements under whfch a u.s. entity 

receives a negotiated percentag~ of revenues 
I 

gene!ated by film products. 

, 

Joint ventures will' also ,be permit~ed ln the 
___._~•• ,,"_,,,__,,-,,",~.~__'._ ...<r ..... n .. ' ~,.~~...",,," ...,,,,,, ~ ••_ ••,~ .... 

computer software sector. These joint ventures 
"''''~__'''''M''N .. ,,,~,,,,... 'w"" .'_,-,,,, '''v' '··~"'v''''··''_·''''' -.. 

will be permitted to produce and .selt their 

computer software productsln China., 
I 

:1 

: . i 

Censorship requirements will published and 

decisions on whether requirements ary 

\bem~oe.~T<:.Kry. Regulations will b~ 

transparent and published. , 

open, 

11 
I , 'I 
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FinallYI China has invited U.S. 'companies to 


begin discussions on setting up'ope~~tionsin' 

, .. /' ' 

China as soon as possible. ' 

Conclusion 
. i 

Mr. Chairman this is a good Agreement forJl 

U~S. workers andU.S .. firms. It'wili! bolster our 


efforts to create more high-wage jobs in some of 


our most competitive industries. Our
, 

legitimate high-quality products will not bel 

. forced to compete against Chinese rip-offs in 

the Asia-Pacific region. Thus, our exports to. 

China and~third countries should increase. It 

means American businesses can gain ~.'~'" 
~~ ~ 

confidence~they will be fairly ~teat~d as they 


enter the Chinese market) one which 'holds 

\}I2./'J i 

immense potential for B.8.-:buslnesse~~ 

'" 
::. \'\~ vJI~ 

It is also a good Agreement for the ,lChlne~a.... ''VJM~ A 
, ~ .j\/} i\~A, ,Full implementation will provide evidence that f l<,~ , I 

China is willing to play by international rul s v,~j,~· 
and enfo:r;ce the comm{tments it makes:. The 

\
I 
l 

features: ~ns~ring (/~greement co~t0~~~({. ~ey 

transparency" >t'!i:e ruie ()f law, incl~ding .,,"\ ~.,:!,!\F:a 


. 1 .~t'\ 

judicial improvements, which bolstetsefforts! to \; ,~/f:1. 
, (' ~,\~(}J I ." 

• I \ \ " 

: . ',~\9\!\J' ,,,,/,j8 
"---~.... ¥-' • 



, 
I 


I 


have a more open andinternationaliy compatible 
,. -,I 

regime. ' /"<"~'~" """"": 
// ~"'\ . ,", 

(/) ~~ ~('\' :f"\Y\, \\," ' 
\,,~. .,,~ "'.-) 

'Mr'. Chairman, we ea:a~ - "?e~~rro~ffia,t 

~~4eved this Agreement~ It: is 
, .' I 'i 

absolut~ly =-sse~t.i~l that the agre~f(I~~~\lle\Af~1J.11 .' 
,implemented and enfo:t"ced by the i Chlnrse\. You 

I 

Can rest assured that we~ill b~w~tching 

closely to make sure, that ·it is:implementedi and 

we will provide technical assistance to the 

Chinese to help them get the job done. u.s.-
~vigilan,:e fndS:hine~ ,:e..<?l.~qsa).; Wi-ll: are key. 

\l\.& It. '. 
I I y\,-_.' '~\."'V\"( 't'J\ i ~_~) , ~ 

Agaln,~let me say that I appreclate the support 
. " ,\rAJ • ~ 

and cooperation we have received from the-.J.~ \f\&N' (~t f 
Congress and the members, of thetCommittee. or" 

I 

look forward to working with yo~ in the:weeks 

and months to corne as we 'implement and 
I, , 

ensure 

the enfd~cement of this histori9 Agreement. 

Thank "you. 'I 

, I 
, I 

i 
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AMBASSADOR CHARLENE BARSHkrSKY 

COUNCIL or' THE AMERICAs~, 
WASHINGTON, D,. C . 

March 22, 1995 

"MAINTAINING THE MOMENTUM FOR"jTHE FTAA" 

INTRODUCTION 	
, 
I 

, 

o 	 Thanks David (Ivey)l for that kindintroductiqn. 
, . 
i 

o 	 I would also like to acknowledge David 
Rockefeller, the Hon:orary Chairrnab of the Council 
of Americas, Chairman John Avery, Ambassador 
Briggs and Bob M6ssbacher. 

o 	 It is honor to be here ~peak~ng the Council of 
the Americas.' This organization iand its 
distingu'ished members have play,~d a leadership 
'role in shaping U.S. irade poli6~. 

'J 

1 MeruJer of Council of the Americas and President of the 
Assoc .of American Chambers of Commerce. ;,1 

1 



, 
I ' 

- 2 

o 	 I am confident that Secretary Ch~istopher and 
others who preceded me have made, strong 
political and economic case for fbrging a closer 
trading relationship with the nat~onsof Latin 
America and the Caribbean. 

o 'LetmE~. provid'e the USTR perspectfye on the need to 
'maintain 	the momentum coming, out b Miami to forge 
the'''Free, Trade Area of the Americ;:::as" (FTAA). 

FTAA 2005 

o 	 At 'the Summit of the Americas in ,Miami; the 
leaders adopted the goal' of const,ructing the FTAA 
by the year 2005 and making 90ncrete progress by 
the end of the Century~ : I 

, ,'I 

, , 
, 	 i 

, ,J 

I 
: i 

, I 

2 




I 

:[ 

, 
, , 

- 3 	 

o 	 This commitment reflected the convergence 'of the 
leaders' shared vision of the road to mutual 
growth and prosperity in the: Hemi~phere. But, the 

, 	 ,I 

leaders recognized that the road ~ould not be 
smooth. 

'I ' 

o 	 We have recently experienced a few of the 
obstacles we will'face on this jo~rney. The peso 
crisis in Mexico has'caused some pundits to 

, ,
question whether it is realistic now to expand the 
NAFTA and to continue with the FTAA. ' 

, 

. 	 ' , ! 

WHAT 	 ABOUT THE PESO CRISIS? ' , , 
, I 

\ 0 	 Not only is it realistic to press ahead, but it is 
essential that we do so. 

: 

o 	 The underlying logic Of eliminatidg the remaining 
trade barriers in' the HemispHere ' as valid now 
as before. 

'I 

, i 3 	
1 

, 
. i 

i 
I 



" . , 

. I 

I' 

I-.4 - I . 

The 	economic efficiency :of our economies and 
. 	 ",I 

our prospects for growth still depend on 
exposing our economies to outside 
competi tion, attracting 'foreign capi tal and 
technology, and opening hew m~rketsfor the 
goods and services'l 

\ . 

o 	 Also, unlike the "lost decade ,j th;=tt followed the 
1982 crisis, there are reports --:less than six 

•. "1 

months after the December 1994 cu:Jtrency crisis -
that Mexico may b~ recovering, antl there appears 
to be renewed confidence in Latin:America. 

For example, a Wall Street ~ournal article on 
May 12 described some of the ~ays this 
recovery is taking place~ , 

I 

j 
. i 

. ,, 
! 

,i 

. I 

I 
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I 
As another example, during the first 
quarter of 1995, u.s. di ct investments 
in Latin America, totaled $1.9 billion, 
up 46 percent from the previohls'year. 

, . 

, 1 

o 	 Furthermore, by moving ahead'on the FTAA and NAFTA 
expansion, we are sendingan:impo~tant signal to 
the region that we areencou:r;:-aged,lby how most. 
Latin American governments have r¢acted to,the 
events of 1994.1 

Latin America and the Caribb~qn have 
largely stuck to pro-1ib~ralization 
policies that will lead to lorig-term and 
sustainable growth. 'i 

We should not, and canno~, retreat from such 
a de'monstrably successfui couI'lse. 

, 

o 	 By moving ahead on' expandingttade'~ with the 
region j ,' the, Administration and the' private sector 
in the United States are sending a: clear and 
important signal,a vbte of 6onfid~nce, the 
future of the Americas. 

ECONOMIC Cl\SE FOR THE' FTAA 

o 	 The reasons for pressing ,aheadwit~ the FTAA are, 
of course, much more than symbolic! We need the 
FTAA iit order to grow and prosper .. 

• 1 

o 	 I am sure you are familiar with th~ statistics. 
Latin America and the ,Caribbean is lone of the 
fas st growing regiotis in he world. We cannot 
afford to miss the 'opportunities b~ing created by 

5 

.1 



'I 

o 

o 

o 

o 

o 

o' 

.. 
that growth and more open economi~s. 

The dynamic growth of the re~ion fS expected to 
continue over the next decade, not withstanding 
some of the usual: swings that ,occur in economic 
development. 

I 

The United States can best positi6n itself to 
, ' .. ; 

benefit· from the growth expected in Latin America 
and the Caribbean,ec6nomies by ne~otiating 
mutually beneficial free trade ctg~eements with 
Latin America. 

I 

Despite recent economic liberalization, barriers 
t~ U.S. exports in the. region are;still higher, 
than those faced by in our market tby Latin 

,
Americans. 

'I 

An .FTAA would erase that dis~arit~ and instill 
high levels of discipline in lothe~ areas, such as 
protection of. intellectual propert:y rights and 
investment, and access for servic~s. . . . I . ' 

The huge U.S. market provides the dncentive r 
our partners in the hemisphe~e to integrate with 
us .. But, we are not the onlY nati~ninterested in 
expanding trade ties with countrie~ in this 
dynamic region. 

There is averitab~e explosion of '~ntegration 
activities within'sub-regions: the Southern Cone 
Market (MERCOSUR); the Andean' Pact ,[ (Bolivia, 
Colombia, Ecuador,' Peru, Venezuela.); the· Central 
American Common Mar}<et (CACM):; the; Group of Three 
(Mexico, Colombia, Venezuela); the Caribbean 
Community and Common Market (CARICOM). 

I 
1 

These existing sub-regional i~tegr~tion schemeso 


6 




.., 

,I 

I 

are in the process of 'affili~ting.: with each other. 
Both we and they would benefit if,the United 
States were participated in~his ~rocess. 

I 

o 	 There also is great interest on the part of the 
Europe:an Union and Japan in Latin iAmerica and the 
Caribbean. It would be ironic andinde nsible 
for the EUand Japan t6 have:be~ter access to 
Latin America than we do. ' 

o 	 The case for forging ahead or;I ,FTM, NAFTA and 
other trade initiqtives for the Americas is 
clearly compelling. 

. 	 . I 
. 0 	 The Summit of the Ame cas p+ovided the initial 

push. We need to keep that process going. 
I 

IDENVER MINISTERIAL 	 'I 

o And, the Administration has been ~orking hard to 
do just that. 

. 0 On 
. 

June 
. 

30 Ambassador 
". . 'I 

Kantor :will "host the first 
Summit of the Americas-mandated tiade ministerial 
in 

. 

Denver; .this will be a critical 
, 

step the post-
Summit trade process. 

.1 
'.1 

o 	 The goal of this Ministerial :is td establish the' 
analytical base for substantivewdrk on each area 
specified in the Summit of the. Ameirica I s Plan of 
Action. These areas include market access, 
gov~rnment procure~ent, sanitary a~d phytosanitary 
measures, services, intellectual.p~6pe y, 
investment, etc. 

o 	 On May 10-11 I chaired a meeting of senior trade 
officials frdm all Westerrt He~isph~re count es in 

7 ' 
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preparation for the Denver ministerial. 
Based on that meeting and the pre~aratory work 
that is being carried out, lam cdnfident that 
what will come out of Denver.willibe practical and 
of real interest to the hemisphe~e's busiriess 
,community. It'will also maintain ithe momentum for 
free trade in the region. 

o 	 The Denver Trade Ministerial:wilr:also allow 

Ministers to discuss some of:the 'critical issues 

facing each of them.l 


, 0 	 For example, in the Uni ted S~a.tes 'I 
I 

Ambassador 
Kantor is working with the C6n'gres's on fast-track. 

. 	 . , I 

BIPARTISAN CONSENSUS ON FORGING FTAA 
! 

, 
o 	 With the Congress, we aim toachi~ve the best 


results for the United States in ~nternational 


trade ,negotiat~on~. 1 


o 	 A bipartisan spirit of cooperatio~ was clearly 
evident when Ambassador Kantor tes:tified on fast 

. 	 . . ,! I 
track, last week before the House Ways and Means 
Committee . ' I 

o 	 Fast track is an issue that, in the past united, 

Congress and the Executive BJ:'anch.: Fast track 

cr~ates a pa nership. 


o 	 It also establishes a clear channel1 for the 
Congress to ~e consulted, make its 

, 

voice heard, 
and have its specific concerns add~e~sed in all 
phases of the negotiations and implement ion of a 
trade agreement. I 

'\ 
o 	 The Administration'plans to continue working with 

the Congress on achieving a mutualiy acceptable 

8 

. " I 

I 

I 
, I , 

I 



:' 	
I 

fast-track procedure. 

CHILE AND NAFTA 
I 

o 	 And, of course, the first use of fast-track will , : 
be to continue to engage Chile in its accession to 
the NAFTA.' ': 

o 	 Chi Ie's accession to the NAFTA willI send a 
cri tical signal tq the rest 0 , the region that the 
United States is committed to exp~nding the NAFTA. 

o 	 It is important for the United States to forge a 
p~itnership with Chile --the leader of economic 
reform, in Latin America and its mqst dynamic 
economy over the last 10 years. 

o 	 Chile is not just a symbol of; reform, but an 
activist in opening markets, havirig negotiated', 

, I 

free-trade areas with, Venezuela, Colombia, Ecuador 
and Mexico, pursuing an agreement1with the 
Southern Common Market 'and having, Iproposed a free-' 
trade area with theEU. 

o 	 Chile, the region, and our Eur~pe~n and Asia~ 
partners, are measuring the U.S. commitment to 

, ,I 

lead. We must not Iter. ' 

CONCLUSION 

o 	 I hope that the Council of the Ame'ricas will 
continue to ~ork hard . to edu~ate t~e public, the 

~ 	 , 

business community and the Congre,sis. 
, , 

o 	 The United States must seize :the opportunities the 
FTAA can'Qffer. 

Thank you. 
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