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The Future of U.S.-China Trade 

I 

,Preiident Clinton has led th~s country on 

an historic effort to open m?rkets and 

expand trade. The Presidenf believes that 

increased trade is critical/to our efforts 
I 

.I 
" 

to create jobs and raise standards of 

Iiving in this country.,~ Tpe importance of 

trade to our economy and ihe rest of the 

world demands that the, global trading 
J 
I 

system be based on a set',lof rights and 

responsibilities that al~ countries must 

accept. Overtime, ~e ~ust se~ our trading 
I ' 
i 

partners accord us reciprocal privileges, 

j;' . 

!. , 

t . 
,I 



=",,

open their markets and drop barriers to 

trade and investment. 
I' 

The Clinton Administration has pursued the 

goal of an open and fair trading; system 

through mul t l.ateral agreements like the 

Uruguay Round, regionalinitiati~es like 

NAFTA r and bilateral negotiation~ like the 
, 

recent IPR Agreement with China and 
. I 

Ambassador Kantor's visit to Beijing in 

mid-March. All of these initiatives share 

a common purpose of opening markets, 

expanding trade, creating jobs and 

strengthening the U.s. economy~ 

, 
I 

I 

Our trade relationsh~p with China is 

particularly important in all of: these 
!-' 

.1 



respects. China is the world's fastest 

growing major economy, withieal growth 
,. • f 

approaching 12 percent in 1994,'and the 
! 

1 

11th l~rgesttrading nation in 'the world. 

The, Uni te.d 'States is China' s; la,~g'est expo-rt 

market and the only major marke;t in' the 

world that is truly open to'Ch~na's' 

exports. Last year,' more tb.an'30 percent 

of China's exports went to ~he; Un~ted 
I 
I', 

States, including, $39 billioniworthbf 
~ . I . 

. ", 

electric machinery, ,textiles, 'footwear, 

toys, and other pioducts. 
'I 

! 

. , 

Our side of the bilateral tra~e equation is 
i 

not nearly so rosy. u.S. exports to China 

rose only sixper~e~t last y~ar, despite 

the cOlnpeti tive strength of 6ur industries, 



j 
, , 

I 
I 

and total u.s. exports to China ,last year 

stood at only, $9.3 billion, lea~ing us with 

a deficit of almost $30 billion,': While the 

huge trade deficit with China is the result 
. I 

of many factors, China's multiple, 

overlapping barriers to trade apd 
I 

investment are' among the most s!ignificant .. 

China re~ains one of the most ~rotectionist 

trade regimes in the, world.. The absence of 

fundamental international standards -- such 

as national treatment, full tr~nsparency, 

or the right to tra~e freely -~ hold back" 

the u.s. side of the bilaterai, trade 
I 

relationship and hurt U.S. businessmen and 

-
workers. 



Trade Poli.c.¥ 


The Administration has pursued an 

aggressive, but balanced, trade policy 

, .~ 

toward China. We have two prima~y goals 

to open China's markets to U. s. I,trade and' 

investment arid to create a broad, enduring 

framework for our bilateral trade. I . 

I 

relationship. To achieve those:goals, we 
;' 

have put t.ogether a strong, comJ;?lementary 

policy that combines bilateral .and 

multiiateral initiatives. 
, ' 

.1 

, "Foundations 

Before examining qurCurrent ap'proach to 
I ' 

trade with China, we should review the 
'1', 



, ~: 

. I 
I 

growth of our trade relationship' and trade 
. , 

policy with China -- and see how; far we 

have come. Before 1991, in effept, we did 
, 

not have a well-articulated tra~e policy 

toward China. The basis of our'~ilateral 

relationship was largely strate~ic. Trade 

was a backwater issue at best. :Trade was 

the subject· of some bilateral discussions 

- we began a dialogue in 1986 on the then~ 
. , 

, . 
burgeoning trade deficit (less than $2 

billion) -- and there were dischssions on 
• I 

IPR, market access and China:' s accession to .; 

I 

the GATT between 1986 and 19·91.,' 

, 

Overall, however, the trade 

relationsh.tpwas dwarfed: by
; : . 

. ' 

strategic considerations: and other 
i 
, 



'·1 
• I 

.lssues. 

For us, today, trade with China has become 
, f 

I ,j 

a vital strategic issu~. We :dlscuss trade 
I 

at just as elevated a level with the 

Chinese leadership as we do oth~r key 

issues, and, of cours~, expandi~g trade has 

become a vital part of the Administration's 

China policy. USTR has be~n one of , the 

agencies :most actively involved: with China 
, , 

, , 

over th~ past two years -- and ~hat is 

because of the importance of the trade 

relationship. 

Our approach has been fundamential and clear 

-- we want China t.o adhere t'othe rule of 
I • 1 

law 'and to follow international: norms in 



trade. We have an excellentop~brtunity 

now to support China'sinterest~j and ours . 

.For its pa.rt, China is reforming: its 

economy, is moving towar4 a mar~eteconomy 

'ofsorts, and the leadership :iscommitted, 

" 

in theory, to opening its ma~kets. If we 

handle our trade relationship w~ll, we will 

. . I 
have a unique opportunity to move China to 

, r 

a rules-based system that will benefit not 
! 

. I 

only the United States but other economies 

in. Asia as well. 
1 

, ! 

... 

Such an approach is in orir 
. :1 

fundamental interest. U.:s . 

businesses do best in a iules-based 

system. In~a<;id.ition, we 'do not want 
, . 

to see China take the morle 

. I . 

, i 

. { 



, 
, 

" I 

protectionist path that sO,me of its 
I 

I ' 

neighbors have taken. 
, 

As a result, our bilater~l appro~ch to 
i, 

China on trade has been grounde~ in the 

ftindamentals of the GATT andno~ the WTO, 
i 

and on other international obli~ations. 

o The October 1992 market access Agreement 

,addressed such market, barriers as 

transparency and import licensing 

requirements across industries L..... and was 
" 

negotiated based on specific GATT articles 

and language. 

o The January 19~2 IPR Agreement committed 

China to wholesale changes in its: copyright 



and patent regimes. These chang~s.include 


subscribing to international conventions 

such as the Berne and Geneva Con~entions, 

and to living up to the obligations ,of the 
, , 

TRIPs Agreement in the WTO. 

, I 

o The 199& IPR enforcement agieement is 
, , 

based o~ China's new laws and ttie TRIPS and 

other internatlonal accords. It delv~s 

very deeply into the way in which China 
\ , 

will run its new enforcement:regime.' 

o Of coUrse, our discussions on the, ' 

GATT /WTO, are' also part of a broader effort 
! 

to see China follow international norms. 
, I 

Approaches 

. I 

'! 
, , 



I 

, I 

I would also like to observe thal we have 

taken a very straightforward, interests~ 
, / 

: 'Ibased approaGh to Chin~. In the,process, 

we have discarded some of the we~l-worn 
i 

maxims of China watchers ie, that the-"""7 

Chinese cannot be, pressured -- ,apd we have 

been ,aggre'ssive" targeted .and vejry focused. 
, I 

i 

In short, w~ have been very hardnosed in 
i 
, 
I 

the pursuit of our objectives oni trade with 

China. ' ,We have treated the Chinese like 
I', ' 

the tough, pragmatic, negotiato:r:;¢3 that they 
, : 

, ' , 

are -- with toughness, respect, and based' 

, strictly on the pursuit of ou;i interests. 

In the process, we have made :fu~:l use of 
I 

our trade laws and,the ammunition that they 

, ~' ~I ' 
supply. We have also gotten reSults;. 

, I 

i 
'I, 



, ! 

, I 

. , ., 
, 

Current Policy 

,, 

Building on the IPR enforcement Agreement 
. ' 

and Ambassador Kantor's visit to' China, -we 
J 

have an excellent opportunity t6 move China 

in a more positive direction on :trade. We 

should seize the oppo~tunityto :improve the 

bilateral ~rade relationship, continue to 

foster an improved atmosphere ~d>r WTO 

( 

accession negotiations on a sound 
! 

: I 

, , 

. commercial basis, and take. advantage of the 

I 

growing commercial opportunitie-j3 in China. 

, i 

, I 

, 

The eight point accord that Ambassador 

Kantor reached with Minister' W~ 
.., , 

Yi lays out 
, .! 

, .,', 

a framework on maJ;:ket access, b;ilateral 
. .', 1 , 

I , 

services negotiations, agritul~ure and 
, , 

I , 

I, 
. : 

., 

I 



Chinats accession to the WTO ,under which we 

can begin discussions. 

During Ambassador Kantor's recent 
, 

trip, 
.' .' 

senior Chinese leaders made cle~r that they 

are interested in moving theov~rall 
. I 

-especially the trade -- relatio~ship 

- iforward. They praised the IPR ~greement as 
! 

a model for future negotiations.
i 

China's 

message was that we bbth need tci find 

conrrnon ground on specific issue~ and,- on 
111 

that basis, negotiate-to findsdlutions 

that will benefit 'both sides.' 

Many claim that the Chinese ~arinot make 

hard decisions on~tough issu~s. Far from 

being mired in gridlock, the Ch~nese are 

- I 

! 

, 
, I 

I 



making decisions not only on the~r dom~stic 

economic reform program but on i~sues that 

affect our bilateral" and multilateral trade 

I " 

relationship. They demonstrated' this with 
I

, i 

the signing of the IPR agreement:. 
I 

. I 

Whatever speculation there is about the 
I 

Chinese leadership, however, we" must' purs'ue 
. I 

our trade interests vigorously_ 
I 

Pursuing 

these interests are clearly in line with 

the President's goals of growing! the 
i 
I 

economy, creating job~ and incre~sing 

standards of living through openiing markets 
I 

: : 

and increa.sing export~. This do:es not mean 

that negotiations with the Chin~se will be 
! 

I 
easy; it does mean w;i th clear go:als, 

"' 
defined objectives, persistence,! and the 



right mix of incentives and disincentives, 

much can be accomplished .. 

Themes for 1995 
• 

, , 
I 

, i 
(1) Full implementation 0 thie 

President' spledge on' May 26 to ,',make full 

("'Iuse· 0 'f U .. ,,) .. trade laws ,to en orde existing 
. I . 

trad~ agreements and to openma~kets for 

U .. S. compclnies and workers; ,I 

i 

(2) Vigorous market opening initiatives, 

both through USTR trade actions :and 
, 
I 

Department of Commercetradeprqmotion and 
, I 

i 


development initiatives. . I 
I 


". 
--That strategy includes close; 

:1 

I 



I 
I 

coordination of .USTR and Corrun~rce 

initiatives,'\through trade negotiations 
, I 

I 

on key issues, the JCCT and dther 

vehiclE~s ; 

. (3) Complementary and mutuall1f 
i 

reinforcing bilateral and multilateral 
·1 

! 
'I' .

initiatives -- a vigorous bilateral trade 
. , 

agenda and intense use of the: AP~C and 

China's WTOaccession negotiatiops to 
, : 

achieve narrow, short-term and b~oad, long
! . 

Iterm goals~ 
• I 

, I 
: ;1 

(4) , COlIlplementari ty of the U~ s. trade 

agenda and the broadetU_S_-Chin~ policy_ 

I 

-- The U.S. trade agenda, which could 
I , ; 



" I 

, I 

'I 

be summarized as pursuit of the rule 

of law and international norms as 

they relate to China, me14s well 

with other bilate~al obj~¢tiveson 
• ;! 

human rights, non-proliferation, 

broadermilitary-to-mil~t~ry 
I . 

cooperation, and so on: 
I 

, 1Specific Trade Proposals 
I, 

1,11 

Full Implementation of Existing;iTrade 

Agreement~l. 

As it has been since the Administration 
, , 

began,' implementation of existing 
I 

. I . 

Agreements remain~ a tbp priority. 

1 . 

"1 



China has not fulty complied with.- key 

aspects of the market access agreement. 

There remain multiple, overlapping. -barr'iers 
j 

that impair market access. We ha:ve a full 
I 	 

schedule in the year ahead of co~sultations 

-- both fo:rmal and informal -- on 
i 

- - - I 
implementation of the agreement. ': 

o 	 Although we- have made some r~cent 

breakthroughs in agriculture;, China 

still has not based sanitarY'land 
-I 

phytosanitary standards on s~und 

science~ 	 i . 

, ' 

USTR began implementation discu$sions on 
1 

the 	new IPR agreement on March -ll with 
,~ 	 . i , 

I,

Ambassador'Kantor's visit to Chlna. The , 
'/ 



. :: 

":'1 

I .1, ;;1 

';:1-

u.s. Customs Service, the FBI',~epartment 

of Justice, and Department of dmmerce -
" i! ,I 

a,longwith the indust'ries--: ar'~ alread"y 
. :1 

. ;,1 

putting training and assistance': packages' 
. I I 

I :'" I 
"I

:1 

into plac'e . Moni toringChina ' ~f 
, i "')1 

implementation of the' Agreement.: will be 
" I 

I •crucial, . however. 

.' ,: 
, ' 

;, ; 

:' 'I 

o China' sability to adhere! fJJll y to' its 
I 

, I 

agreernents is also import:ant;-., to 
" , 'I 

furthE~ring the inultilater,al }VTO' 

accession negotiations. 
"'I

" ' 
" ,I 

Market Opening Initiatives: 

The Uni ted States .must continu~: to pursue 
, , 

further market opening in China" Success 

,I 



, i 

in our bilaterai,agreements, an~' in 

particular the WTO, will lock Ch~na into a 
,I 

I 

ruled-based trade system. 

I ' 
I 
I 

I 	 .Services. China's market for U.:8 . se,rVlces
I 

'" 
. i 

providers remains substantially'~losed, 
I 
! 

though there has been incrementai market 
, 

opening in . some sectors this yeax. In 
, 	 " 

, . I ' 

'light of the ,enormous, co~parativle advantage 
I 

that the United States has iri this sector, 
1 

negotiations on key sectors are ~ must. 
'I . 

China recently agreed tO,hold 

negotiations on value-add~d 
1 

telecomrminica tions. servic~s and
,I 

v 	 I 
! 

insurance .... USTR intends :to continue 
, 	 i 

discussions in these areas, as well 
, ' I 

, :1' 
i 

, 
, 	, 

i 



as advertising, distribution, 
. I 
, 

business facilitation ser~ices and 
'I 

audiovisual services.Weiwill also 
I 

pursue.' specific commitm~nts on 
. 'i 

'I . 

services, including in fi~ancial 
, I 

services, in the context 6fChina~s 
! 

'i 
accesslon to the WTO. 

Industrial goods. Multiple bar~iers 
. ,I 

. . I 

continue to ~xclude or limit· entry of 

highly' cOTIlpeti tive U. S .' productsi, 
, 
I 

particulal~ly in such high-tech areas as 
/ 

computers and medical equipment,; as well as 
. , , 

heavy machinery and other produqts.; USTR 

intends to pursue market-openirtg 
I 

initiativ€~s in specific sectors where U.S. , . . 

companies have a competitive ad~antage. 

I 
, I 

, I 
I 

, I 



, , 

i 
o Discussions will continue on,reduction 

: ! 

of tariffs and sched~les of eli~ination the 
,,,! 

remaining non-tariff barriers a~ China 
.' I 

: i 
brings its trade regime in line,iwith the 


WTO. 


WTO Accession 

WTO accession for China is a fu$damerital 


part of our overall trade strat~gy. The 

i 

I 

United States supports China's ~ccession to 
I 

the WTO. As Ambassador Kantor 
... 

stated in 
I 

B~ijing in March, the United S~ates intends 

to take a prag~atic, flexible approach in 

negotiations with the Chinese QP the WTO. 

i 

That does not mean, however, th~t we do not 
i .' 

l 
expect China to live up to its-pbligations' 

, I 

I 
I 



1 

.,! 

under the WTO -- including meet~ng such 
, , ': I 

, ' 

basic obligations as national trieatment, 
I 

. 'I' 
transparency, and so on -- when China 

accedes. A solid, commerc'ially,Jviable 
I ' 
.' 

agreement is essential to u.s. interests, 
, 	 . I 

, j 

as it is to those of other countries as 
, I 

" i 
well. 

i 
, 	 I 

I 
I 

i 
I 
,I, , I 

, , 
I 

1 ., I 
, , 

i 
I 

, i 

1 
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REMARKS OF AMBASSADOR CHARLENE BARS~EFSKY 
.; I 

TO THE BOARD OF THE USA-ROC ,ECONOMIC COUNCIL.. 

MAY 8 1 1995 1 REGARDING 

• 1 

UNITED STATES-TAIWAN TRADE RELATIONS 
I 

INTRODUCTION 

o My remarks today will concentrate on an exaJination of current 

and prospective U.S. trade negotiations w~th Taiwan and the 
I 

continuing U. S. trade relationship with one ·of the 

Asia/Pacific region's success stories - + the prospering 1 
. 	, 
: 

industrious and democratic society we see in Taiwan today.·
I 

:~) 

o U. S. involvement and support for Taiwan 'has been constant. 

throughout the l~~t forty years, including Taiwan/s GATT/WTO 
/ -'---~"~""'-"'-.'"---""""'""-.''''-	 : ,: --. 

accession and Taiwan/s participation in A~EC. It represents 
I 

-.:::;:::::;> 

an important element in Taiwan 1 s continuin~ record of enviable 

·.economic growth. 	 ,I 

i 
o The post-war period has seen remarkab-le srrowth.and economic 

\ .. ,>-~.'" .'c."n".M_,.,H" ..'_""....__-'___-~----:__ -----_---'_____ ."""C'"-:--~ 

development in Taiwan,. aided by a strong and predictable 
----. 	 ,I'...---

internat.ional economic trading system, as .well as by lucrative 
I . 

and .1ar~Jely unfettered access to the u.s.1 domestic market. 

,. , 

o Future economic relations can be expecte1 in which both the .,.. 
, 

Uni ted States and Taiwa:p. continue to.: work for greater 
. , 

multilateral, regional and bilatera.l trade liberalization, 
I 

.1 
I' I 

"',
1,: 

. 



, , 
, I 

:1 
I 
,
: 

,j 
i 2 

contributing to the welfare and prosperity o:f the populations 

'of both areas. 
j I 

" I 

Global Economic Setting I 
" 

, I 

, 
, I 

o The international trading' system today is irl a period of great
I 
1 

challenge and opportunity, poised ,to move ,forward, toward the 

goals of growth~ change and renewal. , I 
. . ~ 

.1 
"1 , , 

o The U. S. is committed to ensuring and enhancing the prosperity 

of the global economy and will use its l~a'dership position to 
, , 

I 

promote expanded trade and more open markets . With our 
. I 

" principal trading partners we ~ seek their assumption of 
, I 

appropriate levels of trading ,systed obligations and 
", 

disciplines. 
, 

J 

o The U.S. firmlx believes .the responsibil~ty to promote open 

markets now lies also with other count~ies who continue to 
. _--__. . __ • ' 'I 


, I 


benefit from and demonstrably'effect the;global economy. 
, " 

- . . . i 

, ,J, 
o Trade is an engine of growth and a ,means of creating jobs.

I 

Trade is an integral component of a larger growth strategy 

based on the President's economic progra;m. 

1o Every aspect of this prog~am is desig n:e
, I 
d to make the U. S. a 

strong-, outward-looking competitor in t.he 'world economy of 
--------------~----~----



., 

3 

, i ,tomorrow.· 

o 	 As part of the President 1 s economic stratfegy ,one .of our 

objectiveEl is to boost productivity and corhpetitiveness and 

thereby to stimulate high-skill, high'-wageJobs. 
I t 

;1 

o 	 For this Administration, trade policy is qn 
'\,! 

integral part of 

the national economic strategy. For this/national economic 

strategy to be successful, it is essential that the U.S. have 
! 

" I 

the 	 stimulus of a thriving global marke~place and global 
., I 

.economic growth. 
<1 
i 

o 	 The only way·to achieve these is through :~pen markets. Our· 

basic tr~lde policy objective is' to create jobs by opening up
, I 

'I 
foreign markets; 

,I 

o 	 . In pursuit of our policy goals we wil,l,; be pragmatic and 
I 
I 

results oriented. Our trade policy will nept be credible with 
',I 

the American people if it fails to achieve concrete results . 

. 
" ,, 

Taiwan Context " .I .,.. 
f ~ 

o 	 How dOE~s the bilater~l 'U.S.-Taiwan .trade and, economic
,: i , 

relationship mature and adjust togt'obal and regional 
I 

. .'developments? The answer may well lie in the ongoing, 
·1, 

.._.....",,:.,') internationalization and liberalization pfTaiwan' s economy. 

-------------------~----------------~~~~------- 
1 
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I 
o , Our quest is to strengthen the economic bondl? between us while 

I 

Taiwan upSJrades its trading regime to a leve:l compatible with 

accepted international standards. 

'I 
o Having benefitted, enormously from the certainty pf the 

, ( 

international trading system, and in parti'cular from access to 
, ' ! 

the large and profitable U.S. market, Taiwan's objective must 

now be to assume the full obligations and d~sciplines of that 

global trading system. 

, i 

o Four decades ago, Taiwan was largely an' .~lgri~Ul tural-based 
~'-----

economYi ~¥as a recipient of American aid; and was in need of 
! , 

special access to our market. Half of its industry was in the 
,I 

public sector. In 1955 Taiwan's total trad~ was $324 million-- '~ 

and per capita income $192. 

o Taiwan's trade today is in excess of $16a:ibillion, and per 
. -- - .. 

j 
. ..,.

capita income is more than $10,500. More t;han 80 percent of· 
..~ " '·1, ...- ,- ¥,,,,,~ . ' 

industrial production is now in the privatr sector. 'It has . _--->,-,...,.,... 
i 

~---~' t (fllf' ~'''-''--''''---

the world's second largest foreign exchang~ reserves, and is , ,t'Q"_''_;,,:_____--"_______ .. ~!_,~"'___~""'-_._____ 

actively negotiating for GATT/WTO accession as 'a developed 
! , .....,.,. 

economy. 

, i 

'i ' 
o Taiwan today ,is the sixth largest trading partner of the U.S. 

I 
t U 

,1 
I 

, I, 

I! 
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, ! , ' , 

, I 

The large surplus Taiwan had enjoyed in its t:;rade with us, and 
\ 
\ 

the pressures \thi S ,was bringing to bear on'he relat ionship, 

led them to pur~ue a vigorous program to redice it in the late 

\1980's. \ 	 I

\ il 

'I 
o 	 In addition, Taiw\n set out at that time to ,further diversify-----...., 

, \ 	 Iits trade, especlially to Southeast Asia i, and Europe, and 

broadened its econ\mic influence in the pro~ess.

\ 
o 	 There has been an \ o~tward flow of inv~'stment by Taiwan 

businessmE'!ll, initial' y, at least, in low-6~ch highly labor

in~~"~N~::,::< ..",sm~},~,.,~.E~ uction units that ,could no longer 

economically operate i Taiwan as costs there rose. 

o The bulk of these been Southeastinv~tments has g~ing to 

Asia, where Taiwan is eit\er the largest dr 6ne of the la;;st 
~-	 'I' ,, 

foreign investors in 	 countries. 1 and Vietnam. A
'I ~~ . 	 conslderable amount also g es to mainland China. 

, ; 

o 	 Increased trade has followed this investment,ltrend, largely to 

provide materials and,parts the tr9usplanted produc}ion 

I 
, I units'. -

o 	 Trade ,with Southeast Asia wi,th the mainland 
,,. 	 " 'I 

represent the fastest growing s gment of, ,Taiwan I S external 
•. 	 i 

I' 

trade. This demand has an ,lmportant role in 

,I 
I 
I 



: i 
, i 

..! ;,' 

6 
I 

maintaining Taiwan's exports in the face of "declining or flat 
. I 

sales to traditional market's. 

,:1 

I ---,

Taiwan • s ,rrowth rate in 1994 ,is est imate& a ~ 2ynd whi le 

below the 7.8%' growth of the 1985-92period,I'it is a.statistlc 

that would be highly prized' by.any other developed economy. 
, , '; 

The Taiwa.n of today is a significaridactor in the, I 

I 
international trading community. 

o c:9 ~rade with Taiwan in 1955 totaled $,101 million; last year 

---? 
it was approximately $42 billion. With' a $4:2 billion two-way 

i 
trade relationship, Tradeine':~.,:abl~_. prob_~~~ arise. 

;;$c. .• _. i 

negotiations of some kind o~cur frequently! between our 
I 

sides and they have been at times quite tough. 

J:1t ,~ U\1' i(.!.£~ I JJZ~ ~c.tr~ 
o The task i~re_~~~_~ .~?_~~.:~"tradin~ ~~~~ion __:0 

greatest PO$s' Ie mutual' ,b fit. The,1 breadth of 
. I 

both si<;ies have in 

however, to preserve: a friendly 
I 

cooperative. the sometimes complex 
/'

difficult issues to be resolved. 

-tl/tfL'!{A \ }.~:" ...~~. 

Protection of Intellectual Property Rights: 

I 
• ! 

two ~0 
/~(; 

1 nr~ 
lS"v~~ 
the~ 

our 

it, 

and 

and 

,... _~-r0'-,,",,,'----'-

We have er:lgaged for over three years beg~n:n!ing in ~y 1992 

in an intensive effort to' provide for ~he protection of 
--..--- .. 

" ' 
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:r 
I 

1 ; 

i 

'. . I 
intellectual property rights. IPR protection; is indicative of 

successful developed economy, confident' in 8he creativity of 
I 

its people., 	 'I 
I 
I 
I 

II 
The successful result of our, at times difiicult, bilateral 

. ',i 

work is a climate of greatly improved IPR protection on 
--.-~-

I 

Taiwan; significant progress in the copyright area and 
~ ...,... ... 

important steps in the trademark and patent, i 
~ 

areas. 
0f 

I 

! : 
, I 

, 'I 
o Since early 1993, the Executive Yuan and Legislative Yuan in 

Taiwan have taken a number of important, steps, including 
"' ....._-,- ~ . 

statutc:::x... anq~ admiIl~stra,tive :iTll"p':;:-ovement~, as well. as the 
. ' 

enhancement of enforcement efforts, that have brought the IPR 
,. "'~'-'-'.- •.-.", 	 ' I 

regime close to TRIPS standards. 	 1 

I:, 

o In recognition of these efforts Ambassador Kantor decided in 

1994 to move Taiwan to the IPR Watch List,! 
I 

and to maintain
-;::;::-." . ::...--

il;, ! Taiwan at that level this year. 
, "-

, I 

o 	 This improved tatutory framework c,onjunction with 
I 

. enforcement has 	 amount of 
-----~-----

counterfeit goods 	 and ~educe infringing'
exports significantly. 

:·1 
I, , 

. . , 
o Our ongoing GATT/WTO 	 negotiations, Iare focussing on 

achieving complete con istency within the same time 
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I. 
I , , 

': I 
o The remaining, critical steps Taiwan needsl to take in this 

'"'-------~""";'.."~..""''''''--- 0;". : I . 
regard are:: enactment of TRIPS-consistent integrated circuit 

and trade secrets laws, and enactm~nt ~~ri'g~;~ ~me~:men~~ 
. -"-~ZI ;;m, MU )$ _C =7 , 

that prp"ide for retroacti e ~~:g_p.:r::.otection 

consi.s(~nt. ArtlcI 18, as made 
/- '} . 

ap}P'iicable by TRIP. and 14.6.' 
.,/ 'I 

o . We believe that Taiwan has taken significant': steEs to protect.,c 

IPR for several good reasons: 

1) Taiwan, having benefitted imrriehsely from the 
I 

predi~table commercial climate and rul~sl-based discipline 

of t:Q.e international trading system, re~lized the need to 
. ' . I 

, I 

contribute to the system' by beginn±ngto meet its 
. ·1 

obligations, which include the protect+on of IPR. 

': I 

~GTaiwan's leadership realized that f,o.ilure to protect 

'.._I.,J IPR will lead to a loss of fore:i;g# investment and 
...,,,,,,~__........,,,,,_,,, ",WI , 'fI I 


technology trc;tnsfer that will cripple ,Taiwan efforts to 

make the necessary transition to a high tech economy . 

. ', 

Q. Taiwan's creators and inventors be~an to suffer the 

consequences of minimal IPR as their'intellectual work 
..... 

\ .. 
was liable to theft 

! 
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, ' 

\' GATT /WTO Accession / 
JANUARY 1994 TARIFF ~EGOTIArIO~S: ~ 

o Early in 1994, Taiwan offered politically ',and commercially---------' 	
I 

---- ,,;,. 

significant concessions during o~r ,__." ~E~_-_G_A:1'.'L~~.__~;a];:if f, 
---~,-.~--.---. "1 ' 

negotiations. Taiwan made tariff offers ort 8~% of our top 
~"""-,","","""'" 

priority requests and, agreed to reduce on 483 U.S. 
-.-----------.-,--~,----~~--.--.--------,.-".-

, depth of cutexport'~it~~s ";"alued atQ'!])n.i.l:l.i211 by an 
~_,___,.. _ .._~..--....-...-,,>v"',.-"'~" ...... ~ 

of 21%. 

o However, the Legislative Yuan has 	 failed date to enact 
.~~'AH"" __ __~'____' __ -" 

___......oI6.II'n 

these tariff cuts into law. Prompt actioni this session is 
•• ~.",~.i. • t .•. ~: I . • 

. ". ,~.",~>.6<..".~.."..._,.-""""t,.» .... , ... "~,,, 

cri~icalto restore Taiwan's credibil ty and political "gOod 
! .. ~. "'»~"""'''''''''~~~'I>'<*''''''''''''<:~-,. 

, i 

o 	 These pro~)osed tariff reductions are in areas where the 
----~~~~;,.;;;,.,;;;..--

tariffs are protectively hiQh and U.S. exporters have been 
-	 I 

I 
seeking unsuccessfully improved access for Y;ears. 

";" 	
, ! 

, V"' r",' () n Ii ~:I: .~. ~G 'J~J--y.~~~ GATT/WTO ACCESSION: 

o Since the initiation of substantive negotiat1ions for Taiwan's 
,I " 

membership in the GATT in April 1993, we and other delegations . ,--;;;;;:;;:;::;-= 
have made significant progress. 	 'i 

o In ~:~:_~~e t:bl~d an a~greSsiveGJrr/WTO accession 
~ 	 I ... 

tariff and non-tariff measure request of Taiwan, which we have 
I 

'I 
I 
I 

'I"I 
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negotiated in a number of bilateral meetings, since that time., 

We anticipate holding additional bilateral, consultations in 
~~f_ii .. ~.''1" «, 

the near future where remaining issues wil~! be addressed. 
, : 

; 

: I 

o 	 Talks with Taiwan i,p develop a strong piot
1

?col p/ckage have 

been 	procE=eding in ~~rallel with market' a~~es discussions. 

h ' k 'II \ , 1 d i h fT 1S 	pac a.ge W1 conta1n a protoco ocumentr. at con ers WTO 
\ 	 .- I 

membershiI') on Taiwan a~tl sets out the term land conditions of 
\ 	 --'~~-----------

memb~~,~ip, as well as \sc~edu.les of _co ce~sions ,for market 

acce''Ers fo:r industrial Ptfducts, aVd agriculture in 

Taiwan's market. ;! 
, ," "\ 

\ 
\ 	 " ! 

o 	 Taiwan's importance in, int~rnatio tradejgrows daily. We 

a".e very pleased to have th\opp/rtunityt6i incorporate this 

major trading entity into t~e ,nternational trading sY!3tem. 

Taiwan's membership will be 0 6reat signififance to the newly 
, , 

trading interests of all'itsestablished WTO as well as to 
,,1 

, ' 

Members. Ii 
I

,j, 	 ; 
'I 
"I 

o 	 For Taiwi:m, WTO accessiFm , estaDl~lsh a reciprocal 

I framework for Taiwan's colercial interacti~m with members of 
i 

,md will 	 nd privileges for Taiwan'sZ...the WTO, . I . , 

I 
trade that are established by right 'of international

I 
obligation. '. ' 

',! ! 

o Membe:rs have engaged Taiwan in detailed discussions to ensure- -----~~~------------~----------~'~'------
, I 



--

----
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that 	the terms o~accession provi~mutJ1llY agreed basis 

upon 	which Taiwan w:h align it.~ade regimJ to with GATT/WTO 
; ~,/ "I 

rules. 	 // 

// 
" /",/ 

o Intereste,d WT~Members, incl the Uni ted:States, have also 
/ " 

used 	the c~ortunity ofegotiations to address issues 
/ 

that aff~ct their trade covered by GATT anqWTO rules. 

r~, f ~ r, 	 1 

V\./t.tClAl I 
o Taiwan has accepted that its accession will ifequire changes in 

:4 ~ 'H"I'.,....."~.IO!_.,."":""'_"'._._-_ 

its 	curreIlt trade' regime. In 'this regard',! several changes 
: I ' 

have 	 already been made in its tariff and! licensing import 
---..__ I "' k , llliildM 

! 

regime to meet WTO requirements. 
.1 

o Taiwan is also' preparing legislation to:' implement other 

changes that it knows will be required to 'operate its trade 
" 

I 

policy within the GATT/WTO framework in the' future. 

o A successful outcome, however, should be we~ll worth it, as it 

will 	greatly strengthen and broaden Taiwan'.s economy and its 
I 

commercial opportunities. 

o 	 The United States intends to continue ,:to be· a major 

participant in the negotiation. Taiwan has1made significant 
'1--,-----

progress in its bila1;eraL negotiations. wjJth us, with the 
1 

remaining outstanding areas including the reform of the -	 .i 
tobacco cmd alcohol monopoly, certain iagriculture and,-- I 

I 

http:H"I'.,....."~.IO
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.. 

1.1.. 

,I, 

industrial tariffs, and automobile market '~bcess: 
~-----~' 

,I 
o The United States has been a good f~ie:t;t<i itp Taiwan in this 

"""----
., . 	 ,.1

negotiatioI1, and our support has been critiqal to the progress 
...._" .." •.~~·M" 	 . i 

made thus far. Taiwan must meet the expect~tions and demands 
: ! 

of other ~lTO members, however, in comple'ting~1 its negotiations. 
; ! 

o It is the policy of this Administration tHat each accession
" I 

, : 1 
negotiation be' considered on the basis of its individual 

II 
i 

commercial merits. At the same time we reco~nize that the WTO 
1 : 

is a multilateral organization·· that takes decisions by
'I 	 «~;	,: 

;consensus. 
:1 

PELLY AMENDMENT TRADE SANeTIONS: 

o Pelly AmE:mdmentsanctions were imposed 
 select wildlife 


produc,-t~~._~=~ Taiwa~ in A~.!:i=2:994 be~ause of Taiwan's 

earlierf:ailure to enforce prohibitions'on! trade in pares of 
. ~-'.~' 


~~Ji?!¥£;£~~ ~,~;t;; and rh;i;po. . :!" 

',' I 

. , 

o The value of the trade is estimated to be($;Willion.' An
"--=_. 

interagency. delegation recently visited Ta1iwan to review the 
. i 

measures taken by the Taiwan authorities .t:.p comply with ·U.S. 
~..--. 	 ;j 

requirements for lifting the Pelly amendment sanctions. 
.~ 	 i ~ 

, i 

:; 
. 'I 

! 
o The U. S. criteria include the enactment of, amendments to the 

1 

: ' 
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- , 

wildlife Conservation Law (done by the Le'$islative Yuan in 
- - - I 

October 1~394) and implementation of regulat'iions (carried out 
I 

by the Executive Yuan at the end of April) that will 
'I 
- I 

effectively allow Taiwan to deter trade, in CITES-listed 
I 

species, and effective control of privately-held stocks of 

rhino horn and tiger bone. 

I 

o 	 In addition, Taiwan is being asked to demdnstrate effective 

enforcement under existing and new legislat , and to improve 
- ------._-'--------._- -----------~~---.--.~-..--

public awareness of the threat to CITES-li~ted species posed 
....•. ,..,·>'."..."".t~"""'«__-·_..<'-~"' .....""''<····__ 'yW 	 """--....-...

( 

by illegal trade. 	
_i 

Ii 

o 	 From all indications TaiwaI1; has done a I credible job in 
~··-~~_-""__'_.__4""""""'_ ""-~-..._ 

addressing the U. S. criteria for elimipating the trade 

sanctions. President Clinton will be_making a decision,.._.._-_....,-_..... 
, 

whether t:~.2£!:i..!1~....t.~mpose sanctions in; the near future. 

o 	 Our TIFA with Taiwan was signed on Septemb~r 19, 1994 and the 

March 6 and 7. 

, I 

o 	 In these TIFA meetings.we were able to in:au~rate a f~m with 

where we could discuss in a non-crisis '~tmosphere: 1) our 

respective visions of medium- to long terr~ directions of our -

http:meetings.we


--

14 

:' ~ 

I , 

" 

I! 

: ; 

bilateral trade and investment relationship} 2}. the ways arid 
--------~----------. .:I 

means of reaching those goals i and, 3} seek solutions to
i--...,.---

problems of immediate concern. ' ! 
I 

j ,>\ 

trY'~ 
o We successfully initiated negoLiations betwern our 

customs services through AIT and TECRO, ofI 

ilitates trade by moving samples and educa:ti. n materials I of 

t more quickly through customs forma~ ties. 

" 

: i , 

o In addition, we paved the .way for the imm,irient signing of a 

MOU concerning reci,Eroci ty in Patent and Trademark 
---~-,~,.~-.-",,----"'~'"---------~---- 

stration matters. 

o We also took the opportunity, to reiterate 

as 

needed to 

meet obligations as well as be providing. 
--~~;~ .... -

j l, 
adequate and effective IPR protection. 

" 

I, There was, in 
;: 

addition, a useful discus.~"~s>,~,,1!HE.f.:<?veme&~s t?_... :!~,w~n IPR 

export monitoring systems, inaugurated at oJr request dur:~ 
I 

II.-------~-----~------- I . ' 
previous negotiations. Taiwan is seeking c!'?-anges, including 

, ! 
a sunset provision, in the monitoring syste~s. 

I
,'i. 
,I 

I 

o We also emphasized with Taiwan officials tpe importans.e of 
I -" 

enact~.nto law the unilateral tariffc!~ts .agreed J to ~y 

• I:Taiwan. ln February 1994. I 
;.. 

I. , 

, I 

o We defined elements of our vision of our medi~m term relations 

:1 
t

': , 
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, . 
,f' J 

I 
by reviewing the details of the GATS negqtiating group on 

basic telecommunications services as well a~ the specifics of 

our ,model BIT andIPR agreements. 

, I 

o 	 The Taiwan side indicated a desire for s,tudying ~l:aferal 
/' 	 'I . "-, .•,"'..............."., 


F~l greater anti-trust cooperation, informa~ on our AD arid 
./(..;......, . ',-,-,"----- .------.,,--....::=:~ il 
CVDinvestigationprocedures, as well as a t;erminationto the 
~ 	 :" """"""~--"""""'~"'''''''''-'-'I',..,.......... ~,~ 


Pelly amelidrrient trade sanctions imposed last year because of 

lapses in. endanger species protection. 

Other, mo):'e detailed trade and investment sues of immediate 
! 

doncern (e. g. , Taiwan manufacturing, Ilrestrictions on 

pharmaceutical firms, their investment resi;rictions in Cable 

I
TV, their food labelling requirements, our mutual recognition 

, . ' 	 I . 

, i 
of testing, and the' Federal Reserve I s fo~eign bank branch 

, 
regulations) I were discussed and moved forward for future 

I 

: I 
Iresolution. 

, 
II 

o 	 These meel:ings were very successful in solVtng problems where 

the time was right, defining our future~?gether in a non
I 

confrontation environment, and strengthenipg our growing and' 
I 

vigorous bilateral economic relationship. 

SUB CABINET ECONOMIC D~ALOGUE: 
",$ 

o We are also looking forward to the inaugur:al meeting of the 
I 

, I I 



--

.. 

. ,I 

'; 
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:,) V",/! r 

Sub Cabinet Economic Dialogue in the near f\.tture. 
I 

/'\ 	 'I 

o 	 This higher level group chaired by the Tr~asury Department 

will examine the larger-perspe~ve and mac~o economic issues ____.~""".,-'::.~ .. '.."'~-.h----~~ 
that concern our relationship. 

,11' i 

. 	 i 
I 

I 
IConclusion 

'[ 

o 	 Despite the reality of complex interactioris;! the United States 

and Taiwan have consistently maintained a comprehensive 

al though 1..1nofficial- - economic relationshi:i?; .. 
-----~"".....--

! 
'0 	 While we will insist that Taiwan conduct its trade relations 

,I 
wi th us according to our bilateral agreements and the accepted

I 

norms of the international trading system~' IAmerican business 

must still be prepared for stj,tf~p.gg, 

'I, 

o
I 

~t .~_..~I· ow.......... 	 I; 


among institutions and interest groups,
, 
i 
, 

trade disputes, 
, ';1 

bilateral actions and agreements will all'Jcome under closer' 

scrutiny: and will be more complex and dif icult to resolve. 

o 	 Likewise the political changes occurring: on Taiwan have a 
, 

direct effect on the conduct of affairs with that island. 

Both public and private sector relationship1s must deal with a 
,-, ... .., 	 . . ' :" , , , 

far more diverse entity, that is seeking to define its 
: ! -.'----'-.--.---"--,--'~.------------.o..._._~_ 

international identity.' 

·1 

http:stj,tf~p.gg
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,j 

. , 
,I

I 

, I 

, 1 
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o Political power is 	being redistributed giving more of a share 
~-'--"----~~-"'.'-~.~~-- ;·1 

of it to l~gislative bodies and local gove!Tnments than' has . ,!:I. 
previously been the 	 case. Interest g~oups, in this 

I, 

atmosphere, can yield more influence. 

, i , ' 

I 

o However, while the relationship is becoming luore complex, it;, 

is in an atmosphere that is increasingly like the one we are 

accustomed to working in here in America;"; Furthermore, we 

must not overlook our advantages. 

i ' 

. 	 ,i 
o Our economic aid and our market were instrumental in Taiwan's 

i 

rise to economic prominence, I 

;!i	1 

:, 

o 	 More recently we supported Taiwan's entranc~ into APEC, and 
_ _'" ----~-~~..~""~r...~~.... ~-

alone amonsr the major economies, we worked aC,ti:ively to support----...-....:- .- .--
"'1* 	

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


Taiwan's entrance into the GA.TT/WTO, again demonstrating
.1 

,: iAmerican commitment to this relationship. 
i 

,r! 
o None'theless, it remains for both sides of this relationship to 

':• IiI 

continue to bring to it the hard work alld determination 

necessary to make it successful. 
, I , , 

I 

, 	, 
I 

. ,1 

, I 

, 1, 
, 	 j i 

, 	 I 

" 'I 

I, 
I 
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May 15, 19'95 

ADMINISTRA,TION STATEMENT 
BY AMBASSADOR CHARLENE BARSHEFSKY ON S.529 i 
THE CARIBBEAN BASIN TRADE SECURITY ACT ,, , ,BEFORE THE TRADE SUBCOMMITTEE ! ' 

OF THE SENATE FINANCE COMMITTEE 

INTRODUCTION 

Mr. Chairman, thank you for the opportupity to submit the 
Administration's comments on S.529, the "Caribbean Basin Trade 
Security Act of 1995." The Administration endQxses the thn~!3t, of',' -----:>' 
this bill.l 

The bipartisan support Congress has given to the Caribbean 
Basin Ini~iative (CBI) since its inception h~s greatly assisted 
U.8. efforts.to promote economic development ;and democracy in the 
region. Th(~ Administration appreciates that ithe sponsors of 
8.529 are continuing this bipartisan traditiop. 

With almost all countries in the Caribb~~n Basin embracing 
open markets: and free elections, the United States has a unique 
chance to help these countries achieve long-term prosperity. 
8.529 can be a very constructive catalyst to'i:.his process. This 
bill recognizes that access to the U.8. market is a powerful 
stimulant to broadly based economic development. 

. I 

Before I outline theAdministration'sp~~ition on S.529, let 
me review briefly the status' of .the CBI. Mr. ::Chairm?ln, while' you 
and Senator Graham may be well acquainted with the CBI, my 
summary might be particularly useful for new m,embers. Also, we 
hope this prE~sentation will put into perspective the 
Administration's subsequent comments on 8.529: 1 

STATUS OF CBI LEGISLATION , I 

CBI I and CBI II 

The 1984 CBI provided the President the authority to 
proclaim duty-free treatment for all products except 
textiles/apparel subject to agreements, footwe~r, .petroleum, 
categories of flat goods and gloves, leather apparel, canned tuna 
and a minor category of· watches. Countries mus!t meet the 
conditions, which are sufficiently flexible to provide the 
President cone:iderable leverage to encourage reforms without 
forcing specific action. Only one.country has ever been 
suspended.from the CBI program, for failure to cooperate on 
narcotics matters. CBI benefits are now granted to 24 nations. 

. ! 

The Executive Branch1.n 1986 created the "Guaranteed Access 
Level" (GALs) q:uota program for CBI apparel exports. Under the 
GALs program, a Caribbean Basin country may ship "guaranteed" 

i 
'.I 
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,I
These proposals, refined further to become the Interim Trad~ 

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 M~mbers of Congress, 
the ITP was not included in the Uruguay Rou~d bill. 

H.R. 553 
.~ -~ " ." , 'f ..•• ' 

As I am sure this;c:Bubcommittee 1S aware, the Hbuse has a 
companion bill to'S::'S29.Itis H.R. 553, 'a~: amended. 

. .' 

Let me explafn.the Administration's difficulties with the 
original v€!rsion of H. R . .553 and how those. problems were 
addressed ,in the amended version. Because S:.529 is virtually 
identical to the original version of H.R. 553, describing our 
concerns' with H.R. 553 and how this bill waslamended is a way we 
point out ways we believe S.529 can be improved. The 
Administration now supports H.R. 553, as amended. 

First, we expressed concern about expanding the product 
coverage beyond textile and apparel products'lthat meet the 
NAFTA's rules of origin. We focussed on textiles and apparel 
because our analysis showed this to be the selctor most vulnerable 
to competition from the NAFTA and by far the.largest, accounting 
for about $4: billion of U.S. imports from the: region .. Also, U.S. 
manufacturers, which operate partnership production arrangements, . 
have substantial investment in the region.' . 

.1 , 

In addition, we wanted to fashion a billithat would pass 
quickly without controversy arid that enjoyed industry support. 
We were concerned that H.R. '553, by includinglall previously 
excluded products, would attract opposition. 1 

, 

Since the Administration's statement on'ii.R. 553 on February 
10, we have received only one complaint about 'including products 
outside of ',the textile and apparel area. This' dearth of letters 
to USTR apparently supports the view that incl:uding all products 
in new CBI lE!gislation would generate little opposition. We, 
therefore, h&.ve been convinced that full prodlJ.~t coverage would 
not derail the bill. 

Second, the Administration believes strongly that countries 
should undertake new commitments if they are to receive new 
benefits. The original version.of 'H.R. ,553 did not impose any 
new obligations on CBI countries. 

, I 

Working with both Republican and Democratic Members of the 
House Trade Subcommittee, <te were able to craft: provisions which 
address this concern. The amended version of H.R. 553 includes 
modified critE~ria and a review every three yeat:s of CBI nations' 
compliance with these criteria.,, 

i 

I 

http:version.of
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COMMENTS ON S.529 :\ 

Since the Administration supports H.R.553, as amended, we 
would prefer this bill to S. 529. We believe', the types of changes 
which have been made to H.R.; 553 would streng-then the provisions 
of S.529. ,\ 

With the benefit of our, experience on H.lR. 553, we can offer 
the following additional comments on S .. 529 "'\ 

Objectives 

I am very pleased to say that the Adminiistration supports 
the ultimate goal of S.529, which is to bringl CBI nations into 
NAFTA-type'trade agreements. This is the goaD.. 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 Congr:ess' support for 
this outcome of the Summit. I 

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 secto~s in the Caribbean 
Basin could be affected ,by the NAFTA.Addressing the potential 
impact of th€~ NAFTA on the Caribbean Basin remains our focus in 
any new legislation providing trade preference:s. 

Product Coverage 

As, I indicated above, the Administration'k concerns about 
including products in addition to textiles/apparel have been 
mitigated since our initial testimony before the House. We can 
now endorse full product coverage, as in S.529\ 

, 
,Section 202' , 

, 
, 

The Administration believes strongly that, :we should 
negotiate FTAE~ only with countries that are "readyll - - those 
willing and able to undertake the serious obligations of an FTA. 
Enhancing the credibility of U. S.. trade policy"and maintaining 
the confidence of the American people in the' value of open trade 
depend on well-conceived and properly executed ,trade agreements. 
International trade is in the U.S. economic interest; the 
American people deserve to see a proven track record of success 
from our trade agreements.. " 

i,\ 
, . ~. 

The Administration is'fieveloping criteria to assess when 
other nations might be II ready" !:o negotiate and,' to implement such 
a complex and comprehensive undertaking as a NAlhA-type 

, \ 

\ 

'\ 
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ORAL REMARKS 

BY AMBASS~)OR CHARLENE BARSHEFSKY ON S.529 
THE CARIBBEAN BASIN TRADE SECURITY ACT I, 

BEFORE OF THE SENATE FINANCE TRADE SUBCOMMITTEE 

Mr. Chairman, thank you for the opportunity to provide the 
'Administration's comments on S.529, the IICaribbean Basin Trade 
Security Act of 1995. Ii Wi,th your permission; I would like to 
summarize our formal statement, which we request be entered 
formally for the record. ' 
(Pause for Chair's consent.] 

The Administration endorses the thrust cif S.529., 

The bipartisan support Congress has givEm to the Caribbean 

Basin Initiative (CBI) since its, inception has greatly assisted 

U.S. efforts to promote economic development and democracy in the 
region. Th€~ Administration appreciates that, ~he sponsors of 
S.529 are continuing this bipartisan tradition. 

, With almost all countries in the Caribbean Basin embracing 

open markets and free elections, the United States has a unique 

chance to help these countries achieve long-term prosperity. 

S.529 recognizes that access to the U.S. market isa powerful 

stimulant to broadly based economic developme~t. 


My formal statement reviews briefly the status of the CBI 
since its inception in 1984 i to preserve time;,! I will not present 
it today. Mr. Chairman, while you and Senato~ Graham may be well 
acquainted,with the CBI, this summary might be, particularly 
useful for new members.' Also, we hope that summary presentation 
will put into perspective the Administration's: subsequent 
comments on S. 529. :I 

i 

As I am sure this Subcommittee is aware, the House has a 

companion bill to S.529. It is H.R. 553, as, amended. 


As you may know, the Administration initially identified 

some concerns in H.R. 553. We worked with the Ways and Means 

Committee to address these concerns and to craft a bill that is 

mutually acceptable to both sides, and whichtneAdministration 

now supports. We wish to work with the Financ~ Committee to 

revise S.529 in a similar fashion. I would like to describe 

those'provisions in S.529 we would seek to revise. 


Initially, the Administration expressed cO!lcern about 
expanding the product coverctge peyond textile, and apparel 
products that meet the NAFTA's :r:ules of origin.; 'Our ana:!-ysis 
showed this to be the sector most vulnerable to! competition from 
the NAFTA. In addition, we wanted to fashion a1bill that would 
pass quickly without controversy and that enjoyed industry 
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In conclusion, Mr. Chairman, I would llike thank the Trade 
Subcommittee on proposing this legislation for the Caribbean 
Basin .. By doing so, you clearly demonstrate the priority this 
Subcommi t tf'!e assigns to strengthening further the u. S. 
relationship with the nations of the Caribbe1an Basin. 

This Administration shares that commitment. We will work 
closely with you in crafting a bill that acnieves our mutually 

,held objectives. The revisions which I have I detailed address the 
Administration's concerns with S.529. As I mentioned previously, 
these changes enjoy the support of both thelAdministration and 
bipartisan Members of the Ways and Means Traqe Subcommittee, and 
I would urge the Senate e'o move in that direction. 

Thank you, Mr. Chairman. 
, I 
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TESTIMONY OF THE 

HONORABLE CHARLENE BARSHEFSKY'
I. 

. DEPUTY U.S. TRADE REPRESENTATI~E 

" IBEFORE THE 

HOUSE.WAYS AND MEANS COMMITTEE 

SUBCOMMITTEE ON TRADE 

MAY 23, 1995 

Last year, when the President made his decision on May 26, 
1994 to renew Most Favored Nation (MFN) trade status for China, 
he chose explicitly not to link trade with hum~n rights or other 
bilateral issues. This decision set the fourid~tion for a more 
productive bilateral relationship with China over the long term. 
At the same time, the Administration has -- and will continue -
to pursue vigorously U.S. obje~tives in all ar~as of our policy 
toward China, especially human rights, non-proliferation, and 
trade. . , 

The President and the Administration recognize that China's 
economic arid strategic importance to the United States require us 
to engage the Chinese on specific issues across a broad array of 
policy concerns. On trade, as in other areas,' the Administration 
is prepared to make full use of the legal inst~uments available 
to us to pursue and gain our objectives. Thisl is vital if we are 
to bring China into the international community and take 
advantage of the opportunities this will provipe. 

Complementarity of Ad~inistration Policies 

. Overall, the Administration's approaches hn each policy area 
toward China are cQmplementary. The Administpation's goal. is to 
instill in China respect for the rule of law and international 
norms in all areas -- including human rights,,:non-proliferation, 
and trade. ' I

; ! 

o 	 In trade, for example, we seek adherence:to a rules based 
trade regime such as the World Trade Org~nization, or other 
international conventions. 

o 	 In huma.n rights, we seek respect for the: rule of law and the 
rights of individuals based on commonly":accepted principles, 
such as the Universal~Declaration of Humfin Rights. 

o 	 In proliferation, we continue to urge Ch,ina to become a full 
partner in internationally-accepted nonproliferation regimes 
such as the Non Proliferation Treaty (NPT) and the Missile 
Technology Control Regime (MTCR). . I 



My colleaogue from the State, Department wili speak on our 
human rights and non-proliferation policies. I' ;would simply 
observe that, over the long-term, we expect to see in China 
respect for law and international norms, and development of a 
civil society. '., I 

The Administration recogni;zes that the hum'~n rights 
situatiori in China remains depl'orable in some i'nstances, and 
basic rights to freedom of speech, association 'and religion are 
generally denied. Extrajudicial arrest and detention remain 
common practices. That said, it is clear that greater engagement 
on all fronts -- including by U.S. corporations in China - will 
help encourage the emergence of 'a more open society. We have 
witnessed throughout Asia a tendency for greater individual 
freedom to follow economic liberalization -- 'a 10gical extension 
of our current trade policy.. Such evolutionary! processes seem, 
also to be at work in China. ,Finally, China cah no longer keep 
out Western ideas and values as it accepts andiabsorbs Western 
economic practices. The growth Of modern communications and 
technology has already assisted the process of 'bpening. 

Trade Policy 

, , 
, , 

As in other areas 
Administration bases 

of our 
its trade 

relationship 
initiatives 

wit~ China, 
on 

I 

the 
ihternational rules 

and disciplinE~s, for example, the WTO and other, international 
conventions. The market access; intellectual 'property rights 
laws and enforcement, and textiles Agreements all have been 
thoroughly grounded in the GATT and now WTO .. Clearly, ,the 
ongoing negotiations over accession to the WTO: 'for China are part 
of our overall approach of creating an effecti~e framework for 
our trade relationShip. ' 

Here, too, trade cannot be separated from,ithe broader 
considerations of creation of a more open, rules-based society. 
Reforms of China's legal system; institution of new laws and' 
regulations, notions of due process and transparency all build a 
better trade relationship. Our! immediate focus in trade 
hegotiations is on achieving particular goals. Nonetheless, as 
was the case in the IPR enforcement negotiations, we worked 
together with China's negotiators to create an, ienforcement regime 
that'strengthened the legal system and the rul~ of law in 
general, including greater transparency, and .the importance of 
observing due process. 

Building on the IPR enforcement Ag~eement,i and Ambassador 
Kantor's visit to China, we now have an excell'ent opportunity to 
move China in a more positive direction on trade. We should 
seize the opportunity to iwrove the bilateral:trade 
relationship, pursue multilateral WTO accessidn negotiations on a 
sound commercial basis, and take advantage of ,the growing 
commercial opportunities in China. 

, 
: I 

Ii , 
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Despite our market access agreement, the IPR enforcement 
agreement and other bilateral agreements such a~ textiles, major 
problems remain in our trade relationship, however. It is 
disturbing that China still has not 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. Recemtdevelopments 
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, 
such as recognizing and enforcin'g international' arbitration 
judgments, or the sanctity contracts. China; continues to 
resist creation of a fair and e'quitable investment climate, 
discriminates against foreign companies in its 'pricing of goods 
and services, and maintains a myriad of overlaRping barriers to 
trade in goods and services. i! 

, i 
The rapid growth of China's trade regime -~ bilateral U.S. 

China two-way trade has risen from roughly $2 billion 1979 to 
$40 billion in 1994 -- and the growing importance of China's 
global r.ole demand that we worked actively and aggressively to 
bring China's trade practices into line with iriternational norms. 
We must activElly engage the Chinese on trade issues, and open 
Chinese markets to U. S. goods and services. II 

Our trade relationship is:badly out of baiknce. China 
exports vast quantities of goods to the United States, but still 
buys relatively little from us: In 1994,we ,had a trade deficit 
with China of close to $30 billion. No other major trading 
partner has a deficit in goods of that size with China -- and no 
other maj or trading partne,r' s mC:lrkets are as open to Chinese 
goods as are those of the United States. '! 

Services trade is also of concern. The Uniited States is the 
largest exporter of services in'the world and U.S. companies in 
banking, insurance, financial services, travel, advertising and 
other services are the best or equal to the bes.t in the world. 
In the communications and information services' 'sectors, U. S. 
companies are leading a global information revolution and 
transforming the way that business is conducted around the globe. 
Nonetheless, China's market forse:rvices is still largely closed. 
If China is to reform and mode:rnize its economy, it cannot do so 
without the creation of a sophisticated services sector. And, 
clearly, it cannot develop an articulated services industry 
without opening its services market. 

For its part, it is in China's interesttd take these steps. 
As much as th<2 United States and other.trading:partners will 
gain, the benefits to Chin~ further trade liberalization and 
market openin.:J are much, much greater. China must take serious 
steps to enhance significantly -market access. Ii 

Themes for 1995 

, I 
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As a result of the clear opportunities that we now have to 
improve our trade relationship, and the clear inequities 'that 
continue to exist we intend to continue an actdlve, aggressivel 

bilateral and multilateral strategy. This meang: 
, I 

(1) Full use of U.S. trade laws to enforce, sting trade 
agreements and to open markets for U.S. compani~s and workers; 

(2) Vigorous market opening in;i,.tiatives l both ,t:.hrough USTR 
negotiations and Department of Commerce trade promotion and 
development ~nitiatives. 

(3) Complementary and mutually reinforcing bilateral and 
multilateral initiatives - - a v'igorou,s bilateral trade agenda and 
intensive use of the APEC process and China/s WrO accession 
negotiations. I 

(4) Complementarity of the U. S., trade agenda a,*d the broader 
U.S.-China policy. 

Trade Initiatives 

The Administration is currently engaged in negotiations and 
consultations on market access for goods, based on the 1992 
market access Agreement I market'access for services, and 
intellectual property rights protection. We are also addressing 
China's bid for accession to the World Trade Organization. 
Subcessful conclusion of the a~l of these initiatives and the 
faithful implementation by China of the existing Agreements, will 
improve not only the United States:-China trade relationship, but, 
also the prospects for China's own economic reforms. 

I 

I 

I ~IPR 

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

As it has in other areas of trade, the Clinton 
Administration acted decisively to protect the intellectual 
property rights of U.S. companies. The Administration initiated 
a Special 301 investigation into China's IPR enforcement 
practices on June 3D, 1994 and published a proposed retaliation 
list when 20 months of negotiations failed to yield meaningful 
results. I 

I ' 
Nonetheless, on,February 26, U.S. negotiat.ors reached a 

landmark agreement on thesrotection of intellectual property in 
China, particularly in the areas of copyrighted; works and 
trademarks. ']'he Chinese established a 9 month , special 
enforcement pE~riod,' formed enforcement task f9rces in more than 
22'cities, closed 7 CD and LD factories that were producing 
pirated products, and pledged by July I, 1995 tb clean up 
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remaining CD piracy. 
" 

We cannot take implementation of the IPR a~reement for 
granted. Initial indications suggest, however, [that China has 
taken implementation'of the Agreement serious:LY.1 For our part, 
USTR has set up an IPR Secretariat to oversee implementation 
the Agreement, under which are interagency task ,forces to monitor 
developments nationally and in each locality where IPR 
enforcement has been a serious problem.' At the' ,same time, in 
cooperation with the Department of Justice, the::U.S. Customs 
Service, the Patent and Trademark Office, and tHeFeder~l Bureau 
of Investigation, USTR's Secretariat is coordinating training and 
technical assistance programs for the Chinese. ',These programs 
are designed to ensure that China has the ability to carry out 
the enforcement actions -and the restructuring of their IPR 
enforcement re9ime - - that are manda,ted by the Agreement. In 
June, U.S. negotiators will return to China to hold the first 'in 
a series of quarterly consultations on implementation of the 
Agreement. , ' I" 

,I 

Market Access 

In October 1992, the United· States qnd China signed a market 
access Agreement that committed China to make sweeping changes in 
its import regime. To date, China's implementation of some parts. 
of the 1992 market access Agreement has been commendable, . 
although some important exceptions remain., In ~he Agreement 
itself, China committed over a five' year period: lelimination 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 p:r:actice, and an 
end to the use of sanitary and phytosanitaryst~ndards as 
barriers to U.S. agricultural exports. , , 

I 
• i 

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

, 
China has made a major commitment to eliminate non-tariff 

barriers, and since the end of 1~93, has reduced to roughly 150 
from the several thousand that existed the number of GATT
inconsistent barriers. By reducing these barriers, China will 
open markets for computers, medical equipment, heavy machinery, 
textiles, steel products, chemicals" pharmaceut'icals, and other 
products. However, the remaining non-tariff ba~riers are of 
serious concern and the Chinese' have yet to proyide schedules for 
their elimination.: 

, ~ . 

; ] 
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! 
China has not fully implemented the market,laccess agreement 

in. other respects. It has yet to live up to it~ obligations to 
publish quotas, uniformly apply its laws and regulations, or 
fully eliminate import substitution as a practice. As a result 
of Ambassador Kantor's visit to China in March, .'China lifted its 
brief "suspension" of the market access Agreement, and has 
committed to elimination of further non-tariff barriers on 
computers, textiles, heavy machinery and other key u.s. products. 

, 

Of .consid,erable importance, China has not yet resolved our 
concerns about the use of sanitary and phytosan~tary standards .as 
barriers to imports of agricultural and live animal products. 
China continues, to use unscientific standards- to block exports of 
citrus fruit, stone fruit, ,'Nheat, apples, and leaf tobacco 
products that the United States exports to Japap and other 
nations throughout East Asia. Through consultations in 
Washington in March and San Francisco in April,' iwe have 
established a time table for the closure of the:se issues 
although resolution of concerns over wheat fro~:the U.S. 
northwest and other areas where TCK infestation: exists remainsI 

problemat We expect China to move expeditiously to resolve 

these issues, in accord with the Agreement . 


. Services 

Market access for services is 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. On a bilater~l basis, China ,has agreed to hold 
bilateral negotiations on insurance and value added 
telecommunications, to complement discussions t~at have been 
underway for many months on services issues - ~oth bilaterally 
and. the context of China's bid for WTO accession. 

. :! 

We have asked that China commit to substantial 
liberalization of its insurance, value-added telecommunications 
distribution, advertising, travel, communicatidns, audiovisual 
and other services: As I noted .'earlier, these liberalizations 
are in Chinats own interest. We expect, for example, that China 
will license more foreign insurance companies t? 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 s audiovisual markets. 
American companies have much to 'contribute to China's economic 
development and prosperity. China cannot make the leap·from a 
labor intensive economy to one ,with a higher te~hnology base 
without considerable partic;...ipa::ion by ign firms in its 
services sectors. 

An additional vital component of our servibes agenda with 

China is improvement .in its domestic business climate. 

Consistent with the obligations that China will' assume under the 


.1 



1 
1 

. i 
,·1 

WTO, China m1,lst create a non-discriminatory env'~ronment 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, would go a long ~ay toward that 
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 may take steps to eliminate this 
discrimination, and we await concrete actions to make these 
intentions reality. 

WTO Accession 

Last, negotiations on possible accession for China to the 
WTO are ongoing -- with a round of bilateral discussions in 
Geneva having concluded just last week. The United States 
supports China's accession, but has made it clear ,that accession 
can only occur on a commercially-meaningful basis. Although we 
have taken a practical, and pragmatic position ttoward the 
negotiations, we are not prepared to support China's accession 
with anything less. 

If China accedes to the WTO, and makes and;implements firm 
commitments to bring its trade regime into compliance with WTO 
rules and disciplines within a set time period '7- including. 
market access we will all have taken a significant step 
forward in achieving our trade policy goals ih :China. At this 
time, the ball is in China's court. We await improved offers on 
market access and rules-based disciplines that will provide a 
:sound basis for the negotiation of an acceptable protocol 

package. ' : I 


'I 

Over these past many months, the United St:ates as well as 

other contracting parties -- have clearly outliIhed the areas in 
which China must make commitments to basic WTO :6bligations and to 
secure transparent market access opportunities.;. These basic 
areas. include: uniform application of national laws and 
regulations in the provinces; national treatment for imported 
goods, firms, and traders; elimination of non-tariff measures as 
required by the WTO i grantlng foreign firms t,rading rights and 
expanding the right to trade generally; and assuring that its 
foreign exchange regime is not used a,s a trade barrier. China 
must make commitments to open its market to s.er:vices, submit a 
reasonable schedule on ag~iculture supports and subsidies, and 

'provide secure and amplified opportunities for ;market access in 
goods commensurate with it§. status as, a world-class exporting 
country. 

, I 
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Conclusion , I 

While much work remains, in trade, we have· taken some 
initial, significant steps forward toward improving our bilateral 
relationship, and in helping to establish the primacy of the rule 
of law and international norms .. Despite the problems that exist, 
we have a good. opportunity now to move forward to broaden our 
trade relationship and help U.S. companies to take advantage of 
China's enormous commercial potential. At the .same time, we must 
also continue to pursue serious initiatives on human rights and 
non-proliferation. We must act now -- if we are to see China 
develop a rules-based regime. ''We expect over tl:le coming year, in 
accord with the President's pledge, to pursue tl;1ese mutually. 
compatible goals vigorously and forcefully. 

; . 
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Ambassador Charlene Barshefskyji 

Deputy United States Trade Representative 


! 

HOUSE WAYS AND MEANS COMMITTEE: 
MAY 23, 1995; 

I appreciate the opportunity to testify before you today on the 

Administration" s policy toward China. I will be' addressing our 

trade policy issues, while my colleague, Mr. Wiedemann will 

discuss our policy on human rights and non-prol£feration. 


, 
Last year I when the President made his decision on May 26,' 

1994 to renew Most Favored Nation (MFN) trade s,tatus for China, 
he chose explicitly not to link trade with huma;n rights or other 
bilateral issues. This decision set the found~tion for a more 
productive bilateral relationship with China over the long term. 
At the same time, the Administration has -- and'will continue 
to pursue vigorously U.S. objectives in all areas Of our policy 
toward China, especially human 'rights, non-proliferation, and 
trade. ' 

The President and the Administration recogpize that China's 
economic and strategic importance to the United States require us 
to engage the Chinese on specific issues acros~ a broad array of 
polIcy concerns. On trade, as other areas, ;tll,e Administration 
is prepared to make full use of, the legal instiuments available 
to us to pursue and gain our objectives, This is vital if we are 

. to bring China into the international community and take 
advantage of the opportunities ,this will provide. 

Complementarity of Administration Policies 

Overall, the Administration's approaches in each policy area 
toward China are complementary. The Administration's goal is to 
instill in China respect for 'the rule of law and international 
norms in all areas -- including human rights,non-proliferation, 
and trade. . 

o 	 In trade, for example, we seek adherence ;to a rules-based 
trade regime such as the. World Trade Organization, or other 
international conventions'. 

~ 

o 	 In human rights, we seek respect for the-' rule of law and the 
rights of individuals based on commonly-accepted principles, 
such as the Universal Declaration of H~man Rights.. 

I 

o 	 In proliferation, we continue to urge China to become a full 
I' 
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partner in internationally-accepted nonproliferation regimes 
such as the Non-Proliferation Treaty (NPT) and the Missile 
Technology, Control Regime (MTCR). ,I 

Over the long-term, we expect to see in Chin,a respect for 
law and international norms, .and development a civil society. 

I 

The Administration recognizes that.the human rights 
situation in China remains deplorable in some instances, and 
basic rights to freedom of speech, association a~d religion are 
generally denied. We find it intolerable that i~ recent days 
China·has arrested a number of prominent intellectuals for 
expressing their interest in obtaining these basic freedoms. It 
is clear that extrajudicial arrest and detention,lremain common 
practices. . 

: , 

That said, greater, engagement on all fronts:: including by 
U.S. corporations in China -- will encourage th~ ~mergence of a 
more open society. We have witnessed throughout Asia a tendency 
for greater individual freedom to follow economic liberalization 
- - a logical ex'tension of our current trade policy. Such 
evolutionary processes seem also to be at work in China. 

Trade Policy 

As in other areas of our relationship with China, the 
Administration bases its trade initiatives on international rules 
and disciplines, for example, theWTO and other international, 
conventions. The market access MOU, intellectual property rights 
MOU and enforcement agreement, and textile agreJment all have, 
been thoroughly grounded in the GATT and now WTO: 

I 

Building on the recently concluded IPR enforcement Agreement 
and Ambassador' Kantor's visit to :China, we now' have an excellent 
opportunity to move China in a more positive direction on trade. 
We should seize the opportunity to improve the bilateral trade 
relationship~ pursue WTO accession negotiations on a sound 
commercial basis, and take advantage of the growing commercial 
opportunities in China. 

, I 

Yet desRite the bilateral trade agreements that we have 
reached, major problems remain in our trade relationship. It is 
disturbing that China still has not made the fundamental decision 
to join the mainstream of world trading nations.: China appears 
to want to set the rules of trade with its tradi:p.g partners, as 
opposed to following international norms. Recen1=- developments 
have only strengthened our view:in that regard. China onlyI 

selectively upholds its trade agreements with the United States, 
and it is reluctant to acc~pt its obligations in other areas, 
such as recognizing and enforcing international arbitration 
judgments - - such as the Ross Bngineering case, -:-:- or the sanctity 
of contracts. China continues to resist creation of a fair and 
equitable investment climate, discriminates against foreign 
companies in its pricing of goods and services, '!and maintains a 

; I 
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myriad df overlapping barriers to, trade in goods' 'and services. 

The rapid growth of China's trade regime - -: ;bilateral U. S. 
China two-way trade has risen from roughly $2 billion in 1979 to 
$40, billion in 1994 -- and the growing importance of Chinci's 
global role demand that we worked actively and aggressively to 
bring China's ~rade practices into line with international norms. 

I 

Our trade relationship i9 ba,dly out of bala:rke., China' 
exports vast quantities of goods to the United States, but still 
buys relatively little from us. 'In 1994, wehact a trade deficit 
with China of close to $30 billion. 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 as are those of the United States. " 

Trade Initiatives 

As a result of "the Glear opportunities that we now have to 
improve our tra.de relationship, and the clear :inequities that 
continue to exist in it, we interid to pursue an active, 
aggressive bilateral and multilateral strategy. , 

The Administration is currently engaged ,negotiations and 
consultations on market access for goods, based '~:m the 1992 
market access Agreement, market access for services, and 
intellectual property rights protrection. "I 

We are also addressing China's bid for ~cce~sion to the 
World Trade OrSJanization. Successful conclusion of the all o~ 
these initiatives and the faithful implementation by China of the 
existing Agreements, will improve not only the United States
,China trade relationship, but also the prospects: for China's own 
economic reforms. 

IPR I 

Protection of intellectual' property rights' (IPR) is an areaI 

of major concern for the United, States. Failure to protect IPR 
harms China's legitimate research and business intere$ts, as it 
does those of foreign countries. 

On Februa:ry 26, 1995, the U.S. negotiators"reached a 
landmark agreement on the protection of intellectual property in, 
China, particularly in the areas of copyrighted- :works and 
trademarks. The Chinese established a 9 month ;\ special 
enforcement period,' formed 'enforcement task forces'in'more than 
22 cities, closed 7 CD and LD factories that were producing 
pirated products, and pledged by July 1, 1995 to clean up 
remaining CD piracy. ,;, 

I: 

We cannot take implementation of the IPR agreement for 

granted. Initial indications suggest, however, that China has 

taken implementation of the Agreement seriously,; For our part, 

USTR has set up an IPR Executive Secretariat to'ioversee 
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implementation of the Agreement, under which are :interagency task 
forces to monitor developments nationally and iri:!each locality. 

At the same time, in cooperation with our ~riteragency 
colleagues, including the Department of Justice" the U.S. Customs 
Service, and tht: Federal Bureau of Investigation,. USTR's 
.Secretariat is coordinating training and technical assistance 
programs for tht= Chinese. In June, U.S. negotiators will return 
to China to hold the first in a series of quarterly consultations 
on implementation of the Agreement.; i 

Market Access 

In October 1992, the United States and China signed a market 
access Agreement that committed China to make sw~eping changes in 
its import regilue. To date, China's implementation of some parts 
of the 1992 market access Agreement has been com~endable, 
although some important exceptions remain. , I 

,I
In the Agreement itself, China committed over a five year 

period elimination of 90 percent of all non tari~f 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 sanitary and 
phytosanitarystandards as barriers to U.S. agricultural exports. 

! 

China has taken important strides toward ma~ing its trade 
regime more transparent. China has published a large number of 
trade rules and regulations in the past year, so· many that it has 
become difficult to keep track of, them all. 

In .addition, China has made a major commitment to eliminate 
non-tariff barriers, and since the end of 1993, has reduced to 
roughly 150 from the several thousand that existed the number of 
GATT-inconsistent barriers. However, the remaining non-tariff 
barriers are of serious concern and the Chinese have yet to 
provide schedules for their elimination. 

China has not fully implemented the market access agreement 
in other respects. It has yet to live up to its;obligations to 
publish quotas, uniformly apply its laws and regulation's, or 
fully eliminate import substitut,ion as a practic'e. 

, i 

Of considerable importance" China has not y,et resolved our 
concerns about the use of sanitary and phytosanitary standardsras 
barriers to imports of agricultural and live animal products. We 
have established a time table fo~ the closure of. these issues. 

Services 	 , f 

, : 


Market access for services 'is another, integral, part of the 
U.S. bilateral trade agenda with ,China. China's'services markets 
today are st I largely closed. While limited experiments are 
underway, legitimate access for U.S. companies in most instances 



is not available. On a bilateral basis, China h~s agreed to hold 
negotiations on insurance and value-added telecommunications, to 
complement discussions that have been underway fdr many months on 
services issues both bilaterally and in the context of China's 
bid "for WTO accession. 

, 

We have asked, that China commit to substantial 
liberalization of its insurance, value-added tel~communications 
distribution, advertising, travel, communications, audiovisual 
and other services. American companies have much to contribute 
to China's economic development and prosperity. ,China cannot 
make the leap from a labor intensive economy to one with a higher 
technology base without considerable participatiqn by foreign 
firms its services sectors. ;I 

; , 
An additional vital component of our services agenda with 

China improvement in its domestic business cl.{mate. Adherence 
to basic investment principles, such as the righb 
establishment and national treatment, along with rights to 
conduct associated activities, would go along way toward putting 
Chinese and foreign firms on an equal footing. 

WTO Accession 

Last, negotiations on possible accession for China to the 
WTO are ongoing with a round of bilateral discussions in 
Geneva having concluded just last'week. The United States 
supports China' 13 accession, but has made it clear that accession 
can only occur on a commercially-meaningful basis. Although we 
have taken a practical, and pragmatic position'toward the 
negotiations, we are not prepared to support China'sac,cession 
with anything less. 

; I 

If China accedes to the WTO;' and makes and fmplements firm 
commitments to bring its trade regime into compl~ance with WTO 
rules. and disciplines within a set time period ,:-i including 
market access - ,- we will all have taken a signif,icant step 
forward in achieving our trade policy goals in C~ina. At this 
time, the ball is in China's court. We await serious offers on 
market access and rules-based disciplines that wlll provide a 
sound basis for the negotiation of an acceptable ,protocol 
package. ' 

Conclusion 

Whi much work remains, in trade, we have taken some 
initial, significant steps forward toward improving our bilateral 
relationship, and in helping to establish the primacy of the rule 
of law and international nC)):"ms. " 

Despite the problems that "exist, we have a good opportunity 
now to move forward to broaden our trade relationship and help 
U.S. companies to take advantage'of China's enortnous commercial 
potential. At the same time, we must also continue to pursue 

II , 

i 
, I , 



;, 
II 

serious init ives on human rights and non-prol ion. We 
must act now we are to see China develop a; rules-based 
regime. 

We expect over the coming year, in accord with the 
President's pledge, to pursue these mutually compatible goals 
vigorously and forcefully. 

, ,, 

, i 

, i 

; I 
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STEEL MANUFACTuRERS ASSOCIATiION 
Suite 801 i 

,1780 Rhode Island Avenue, N.W., Washington, D.C. 20086~8101 
FAX: (202) 296-2506 ' :: 

James F. Collins (202) 296-1515 
President 

, : 

May 26,1995 

,. 

, I 

Hon. Charlene Barshefsky 
Deputy U.S. Trade Representative 
Office of the U.S. Trade Representative , , 
Winder Building 

, I 

6001 17th Street, NW 

Washington, DC 20506 


i' 
Dear Ambassador Barshefsky: 

Thank you very much for addressing our group of chiefexecutives on the 
future direction of the Administration's trade policy during our ,Annual Members 
Conference on' Wednesday afternoon,. May 3, 1995. Your comments were 
exceedingly wdl received by our group. ! 

USTR policy officials should be congratulated for your effective and 
balanced execution of trade policy initiatives. : 

Sincerely, 

r'~'I 
, I ' 

.,' ~ 
J. F. Collins 

Ii 
,, ' 
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STI~EL MANU,ACTURERS 
ASSOCIATION " 

, ' 

Ambassador Charlene Barsl1efsky 
.May 3,: 1995 ' ' 

Introduction 
. 	 .- 1 '. j: , 

• 	 It is a great pleasure, to speak to you today· 
about tIle Administration's trad~ policy. 

, 	 ' I

C President Clinton's trade policy: is part of 
an economic strategy to keep th,.e American 
dream alive as we move into the 21st 

. ' 

century' -- much like the mini-mills have 
done o'ver the last couple of decades .and 
appear positioned to continuedoi!1g, well 
into the ·future. " 

! 	 ,; 

• 	 . This Administration is dedicated to policies 
which promote capital formation, foster ,' 

growth, create jobs and raise Standards of 
living for working Americans.' 

I 
, I ' 

, ' 
, . 

. 1 




, 
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, 

, :.1 
, , 
, , 

, 

" , 
, 	 ' I 

• 	 Just as )i'ou do, Preside11t Clinton 
understands that fuulre prosperity in the 
United States -- for your companies -- ' 
depends on the ability to compete and win 
in the global economy. ",' 

, . 

• 	 The President understands that expanding 
trade is critical to our effort to create 
good, high-wage jobs. Twenty-seven 
percent of our economy is now':dependent 
on trade. Over 11 million workers in this 
country' owe their jo,bs to exp~r'ts. These 
jobs pay higher wages, on aveJ;age, than 
jobs not related to trade. Every, billion 
dollars of exports supports 17,pOO jobs. 

i 

• 	 He unclerstands that with the end of the 
Cold War, and the growing importance of 
trade tD our economy, economic concerns 
are no'w as evident in our foreign policy as 
strategic, or political concerris:~ 

, 	 1"1 
, 

i 
, I , 

, ' 

, I 
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• 	' Finally, he understands that our;,nation's 
economic strength begins at home and that 
we nlust work to give the American people 
the tools to prosper in the new economy -

, 	 ,I 

tools lik:e a decent education, safe streets, 
and a government th~t creates opportunity, 
not bureaucracy.' ' . 

• 	' President Clinton's vision of how we face 
today's challenges has fueled the most 
important period in 'trade in U.S., history. 

I 

• 	 In just over two years, the Administration 
, 	 , , ' ,I , 

advanced and then ensured the passage of 
the North American' Free Trade 
Agreement; set our negotiations with Japan 
on a new course under the Framework 
Agreement; concluded and obtained 
approval of the bro'adest trade agreement 
in history, the Uruguay Round; set the 
stage tor trade expansion in Asia through 
the Asia Pacific Economic C09peration 
fonlm with the Bogar Declaration; and 

i 

: !' 

J j. 

I 

, " 



, . , , ; 

announced creation of a Free Trade Area 
of the Americas by 2005 at the pistoric 
Summit of the Americas. 

i 

• 	 We concluded the largest procurement . 
agreement in history with the. European 
Union, 14 agreements with Japan, and an . 
agreement covering 80 percent Qf global 

. shipbuilding. In addition, this 	 .: . 
Administration completed scor~s of other . 
bilateral trade agreements, including textile 
agreements. , : 

. i! 

Future Trade Agenda 

.•. 	Our tra(ie agenda is nowenterinJg a new 
phase. We characterize. our trade agenda 
with three words: implementation, 
enforcement, and expansion. 

1 

:1 

,. , 

. ! 
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, I 

Implementation 	 ' I 

i 

• 	 OUf first priority is to, implemel1-~ the 
Urugua:y Round, and'begin builqing a 
World 1'rade Organization that works as 
conceived, with discipline, by c<?nsensus, ' 
with all countries living up to their 

, commitrnents. 	 ': 

• 	 ; t 

• 	 We will also continue to implement tIle 
North A.merican Free Trade Agreement. 
Mexico's recent economic troubles have 
not lessened our commitment to': the 
NAFTA. In fact, they has reinforced the 
importance of the agreement. M;exico's 
economic partnership with the United 
States is critical to its recovery: ~nd our 
o,wn fUDlre prospects for job creation. 

, 	 , " 

• 	 Chile's accession to NAFTA is:a high 
priority for us. We will launch negotiations 

, with Chile by May of this year.: ' 
1 ; 

, i 

/ 

, 
I 

, ' 	I 
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EllforceOlent 
, 

. i 

• 	 We will closely monitor the agreements we 
have reached, as wel~ as those n,egotiated 
in previolls administrations, toe,nsure that 
other countries live up to their I: 

commitlnents. I, 

- , ., ,I 

• 	 Thi~ ap]~rOaCll characterizes our' recent 
agreement with China to protect 

I 

intellectual property rights, as well as our 
negotiations with Japan under t~e 
Framework agreement. • i ~ 

" 

, ·1 

• 	 . When countries are not living tIP to their 
commitJments we will work to open their. 
markets using all tools at our disposal .. 

i 

, : I 

i 

• : 1 

: ! 
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6 

, . i 

. i 	 . 



, 

.. ,I 

: IExpansion 
, 

• 	 The other area of focus in the coming 
months is expansioil, that is, to lbuild on 
the trade agreements· we have reached so 

. far,· and to open markets furtheJ? and 
expand trade. In palticular, we·will pursue 

. the process started by the Bogot 
Declaration,. the COIl1l11itment nia.de in 
Indonesia to eliminate barriers'to trade and· 
investment in Asia, as well as the Free 
Trade Area· of the Americas. ..:; 

I 

• 	 We are dedicated to' moving f~rward with 
these commitments because of the 
immense future opportunities for growth. 
and new job creation lie in Latin America 
and Asia.. . i: 

, 
, , 
, , 

. ' 

• 	 These regions will become the' number one 
and two export markets for the :United . 
States by the year 2010. . I . 

I ' 

. ' 
: i 

7 
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• 	 The Asia Pacific region has the. fastest 
growth in the world T- three tim¢s the rate 
of the established industrial cou~tries. . 
Over the past three decades, As1a's share 

. of the world's GDP,has grown from 8 
percent to more than 25 percent:. By the 
year 2000, the East Asian econqmies will 
form the largest market in the world, 
surpassing Western Europe . and 'North 
America. " 

, .. 

• 	 This growth has led to an explosion of 
trade with the United States. East Asia is 
the nUlllber one export market for U. S .. 
products. US merchandise exports to Asia 
have grown nearly 60 percent over the last 
five years. U.S. trails-Pacific trade was 50 
percent more than oilr trans-At~antic trade 
in 1992. Our exports to Asia a~count for 
over 2 million jobs in the United States . 

.. , 
, , 
, 

,i .. 	 , 
I, 

, , 
, 
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, , 

'. 	One projection shows that Asia,: excluding 
Japan, will be our largest export: market by 
the year 2010, amou:ntil1g to $248 billion. 

• 	 Latin Alnerica is the second fastest ' 
growing economic region. U .S:. ~,exports to 
Latin Alnerica jumped from $30. billion' in 
the mid-1980s to over $90 billion in 1994, 
creating over 600,000 new U.S.'jobs. 

, I 

.U.S. eXI)orts to Latin America ~ow . 
approxirnate our exports to the 'European 
Union, and, if trends continue, . rP.ay reach 
$232 billion by 2010, greater than oUf 
combined,exports to the,E.U. and Japan 
($216 billion). Latin Americans; spend 40 
cents of every dollar 'spent on trade on 
U.S. goods. We supply over 70:percent of 
some cO'untries' imports and often tllree to 
four times as much as a country:~ s next 
largest trading partnyr. !I 

I 

: ' 

, I , 

9 ' 
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, ,, 

• We have a historic opportunity.: Not only 
', 	 ' . 

an economic opportu!rity, but a ',strategic 
opp'orlunity as well.' ,An opportunity to 
lock in economic and political reforms in 
developing countries' and the fovmer 
commUIlist world, through trade 
agreements and strong commercial ties. 

, " 
, " 

• 	 So it is critical that we move forward 'with 
the commitments we', made for trade , I 

expansi()n in Asia and Latin A~erica in 
the Bogor Declaration and at th~ Miami, 
Summit. ':, 

CHopefully... certainly...(U.S. st~el 
exports, lead by SMA member companies, 
will play an important role in th,~s export 

•expanSIon. 

C 	 I cannot leave the subject of ongoing trade 
initiativf!s without saying a word about the 
Multilateral Steel Agreement negotiations, 
now in their sixth .ye!ir. I 

j: 

10: 



, 
; ! 

C It has become clear that our negotiating 

partners~'vision of this agreement, their 


agenda, is quite different from-ours. We 
envisage an agreement based on:strong 
subsidy disciplines This type of a 0 

disciplin.e would benefit all steel· producers 
by making it easier to make rati6nal 
investment decisions. : 

C They say we have toPA Y for such an 
agreenlent with- a so~called anti~h.arassment < 

mechanism. All US steel prodllcers, 
including SMA membership, haye rejected 

®EU proposals for a pre-notification system 
for dumping cases. The EU says an 
agreement without this type of "early_ 
warning" would not be balanced. 

i 

; ,... I 

, 
I 

I 

I11 , 
I 



, 
', 

eWe prefer no agreement to a ba~ 
agreement; as long as our'trading partners' , 
key objective is to affect the us~ of US 
.trading_~ws, rath~r' than disciQllne-. In 
governrl1ent support to the steel' sector -
which is the root of, the problenl -- an ' 
agreement is not"lik~ly., · 

, I 

:1 

Conclusion. 
, II' 

eTrade policy' is a little like ridirig a bike. If 
, ' 

you stop pedaling, you may coa~t for a 
while, t,ut sooner or later you' will stop 
and falloff. So, despite the nurl}erous 
accomplishments, this is no tim~ to rest on 
our laurels. ' ;1 

. ' I 

eWe must continue to work together to 
open markets and expand trade ... SMA's 

3YPport for N AFTA and Uruguay Round ,A:\ 
<,agreements has been:critical in the past' \:j 
and I thank you fot that. I look.forward to 
working with you ip. the future.', 

, , ,I 
. ' . ' ! 

, 
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; , 

Q: 	 What is the status of: the MSA?:' 
, 	 , 

j • ',! 

A: 	 This' negotiation has been going" on· for six 
years arld ha~ failed: to meet two deadlines 
for completion. We 'had hoped: that i!!. the 
posy-Uruguay Roun" phase, where the 
ground :rules are clear, it might:be ea&ier 
to make progress. We .outlined~!a vision of 
a GAT1'1-plus steel agreement under wmch 

, • 	 I 

most, if not all subsidies would,:be banned. 
. This type of an agreement would be of 

benefit to all steel producers. lfpe EU has 
announced repeatedly that it would stop 
subsidizing its steel' producers --; all we 
asked was that they put· it in wr~ting .... 

, 	 : 

Our traciing partners have insisted that this 
type of an agreement would be balanced 
ONLY if the United' States also: committed 
not to use its trade laws to impede imp~rts 
by "harassing" their exporte~s.I ·1 

, : 

This is ]10t only .an ;o.nfortunate· term', but 

, , 
, 

I; 
, .,13' " 

, : 



also an 'unworkable concept. We believe 
our trade laws are fair ana transparent; 
they were amended to comply ,with the 

. Uruguay Round and' new regulations are 
being drafted to implement this., . Our 
trading ]partners insistence on further 

. . I 

concessions by the steel industry are 
.® unfortunate. .~heir relu~tance t? commit 11' 'WI \~ 

NOT to _SUbsIdIze steel IS alsourtfortunate ..' 
and may well cause trade friction in the 
future.,

I 
: 
I 

. , . 

The OECD steel committee continues to be 
an appnJpfiate and useful forum l for the 
discussic)n of steel trade and policy issues. 
Even absent an MSA" this will· ~ontinue to 
be a useful forum where we will continue 
to press our concerns. ' 

1,: 

, I 
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NAFTA TRADE REMEDIES WORKING 
GROUPS 

" ! 

, ' 	 : I, 

Q: 	 What is the approach of the United States 
to the NAFTA trade:remedies,(i.e., 
AD/CVD) working groups; w,hat can we 
expect to result fro~ these groups? 

, " 

A: 	 US agreed to establishment of working 
groups in Dec. 1993 with intentiontliat 
they be productive:: ' :i 

• 	 At the same time, we are committed to 
maintaining effective AD/CVD: laws in the 
US andl are well-aware of the'sensitivities 
that surround these issues. 

1 ' 

, 
, 
,
' 

• To assist uS,we are seeking i~put from US 

industry in many sectors, including the 


, '-st-e-el~s-t;ctQr, cOQcerning your -ex-'p~e-r-"--ie--'-nces 


, In" North ,American markets and your , 
experiences with trade remedy"laws in tbe 
three NAFTA countries. ' 'i 

, : 

i i: 

15 	
I 



• 	 We will have ample' opportunity I in the 
coming months to explore with ICanadaand 

. Mexico whether there iscommdp ground 
for progr~s~ , :! J 

. 'I . 
. i 

BACKGROUND 
, :. 	 , !: 

, I 

At Canada's request, the NAFTA trade. 
remedies' working group~ that were 'established 
in December 1993 have 'begun work in 

earnest. The mandate of the grou~sis "to ~.~' 
seek 2.olutions that reduce the pos~ibility Of D 
disputes cOflcerning the issues of subsIdies, 

..' (jumping and the operation of trade :remeay 
laws regarding such practices." The group 
were put on hold during ;1994 while! the three 
countries focused ·.on Uruguay Rourid 
implementing legislation., . I 

, 
, ' 

A meeting was held this February i~ Mexico 
City, with Ira Shapiro and Assistant: . 
Commerce Secretary Sus1an Essernian leading 
the U. S. delegationu' The Parties agreed to a 

j ! 	 . ~ 
, 	 , 

, '16 ; 
. : ~ 

• I 

! I 



.. . I
, , i 

: : 
i
I 

work plan containing topics for discussior' 
the groups. The topics include: the exte.' 

, which the results of the 'pruguay Round 
agreements alleviated the concerllS, ~hat led to 
establishment of the groups,whether ,there are 
further measures that can be taken to address ' 
trade irritants and promote fair trad~, and 
possible imlJrOvements to thechapt¢r 19 
process. 

, '!I! __ 

The next meeting is scheduled for ay 17-18 i 

,in Washington, prior to which the PartIes are 
expected to circulate discussion papers on 

. topics listed in the work plan. The :work plan 
calls for sUbsequent'meetings every.:two ' 
months. Tble groups are:to complete their 
work by the end of 199~. 

, , 

I! 

, 1 i 

W. Kane, x56800 
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Corporation for International. Trade 
, , 
i' 
, 

.,1. 

,I' 
June 12, 1995 

:~ 

Ambassador Chadene Barshefsky 
Deputy United States Trade Representative 
Office of the United States Trade Representative 
Winder Building 600 : C:1 . 

, ,I . 

::'~' 

17th Street, N.W. 
\Vashington D.C. 20506 

: I 

;,1 

• , IDear 'Ambassador Barshefsky: 
Ii 
, , 

Thank you for taking time out of your schedule to participat~ ,iri IThe White House Briefing 
for the members of the Greater Des Moines Chamber of Commerce Federation. , 

The information which you imparted to :u~ was both useful and informative and provided 
an excellent overview for the remainder 'of our visit to Washington. Especially interesting 
were your comments concerning the positive effects of the CI4iton Administration's trade 
policies on the US economy in general a~d the economy of Io:W'a in particular. 

: i 
Thank you once aga~ for your time. 

I' 

,I 
,i 

! 'Yours sincerely, 
i I 
, ' 

I : 

Michael A Krull 	 I' , 
:1Executive Vice President 


MAK:bc I; 

, 

,1' 

i I 

, , 	 • i 

An affiliate of the Greater Des Moines Chamber of Commer~e Federation 

601 Locust St., Suite 100 • 'D~s Moines, Iowa 50309 • (SIS) 286-4979 
FAX (SIS) 286-4974 • Telex Easy Link 62760591 

, 
,i, 

Affiliate office in Moscow, Russia , I 
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From: 
To: 
Date: 
Subject: 

, , 
I 


" j 1,i ,, 

I 

Carol Chernish I 

PUNKE MICHAEL, r 

Tuesday, June 6, ;1,995 12:50 pm, 

A Briefing Today , 


Michael, Charlene asked if y~u could bri~f,her at 3:15 today on 
the following stuff. She felt that if you didn't have the 
answers, you were good at getting them quic~).y. She's addressing 
the Des Moines Chamber of Commerce at OEOB'at 3:45 (a last-minute 
thing) and WH Public Liaison tsupplied some facts and Clayton 
Parkei oth~rs. Here's the qriestions thatar~ left that she needs 
a briefing on: 

UR Agriculture accomplishmenis 
US Farm Bill status ' 
GATT/insurance & financial services 
insurance) 

, . ! 

(apparef;ltly Iowa is'big on 

. ". Iiif this is vague, her lnstructlons were also c-

I ; 

, I 
i 

, ! 

':' : I 
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i 
Draft Remarks of Ambassad~r Kantor to Ag Broadcasters 

May:1, 1995 
, I 

: i I 
, ' 

It won't surprise you that I w~~l focus my rem~rks today 
international trade. I want to~ talk about: '," 

, ! 
how trade fits into our broader forelgry policy 

. i 

the importance of trade: to the U.S. economy; 

,the importance of trade
l 
to farmers;

! 
what this Administration has done on:aq. trade; 

, ,I , 

and finally, what it means for farm exp,orts. 

1. 

, • As the dominant economi'c' power in thew'6rld, we could 
at:fgrd t~o.·~A;d--as"p;;trtOfas·t:~y in the Cold War, 
we ~~t;~o so. :', " i 

• Today we face a different situation~W~ are the world's 
largest economy -- and tha largest trad~n~ nation. But our 
economy, which representeq 40% of the world's output 
fojlQwin~ld War III DOW reQresents 20%. ~Eur£~and 
~ rebuilt and have become tough competitors-:-The new 
"Asian TiSIers" are.increasing:tx prod';lcj:.iv'e, winning a share 
of our market -- Wlt~.a thelrs.e:gually. 

• The United States will c,ontinueto welc6me into the united 
states the products, services and invest~ent of other 
nations. But we will insist that the markets of our trading 
partners be open to the~~~cts, services and investment of 
the united states. We will not longer accept "freeriders." 
We will demand reciprocity. Th-i"S--:i:s'" a' cf:±ticaTC~ in 
u. $.-trad..e....J2ol!.£:.x.,:- and a hal~m!3-rk'"_~t~e Clinton 
~~.1i;t:.?ltA?n..k ,. ~ 

I, 1 

2. Trade is increasingly imp~ortant to the ,U 0 $. economy.1

, , ·1, 

• Where our economy was Qnce largely seli+contained, now we 
are increasingly interdepe'ndent with the :rest of the world. 

, I 

,I , 



,I 
• ; I 

, f 

'. 	

! I 

~r~J 
This 	change began decades ago, but has accelerated in re~~ 6)''\JAJ; 
years. 'rhe value of trade: .is-no.'.lLe.q'u'aLt6 28% of the U. s. ~'VI!Dl j 
economy. 	 ___ [M 1fYl/ 

· ""7i!!lSd k- , : 	 ~ If 
• The in-ternational economy offers tremendous opportunities lV.f~.9 
for American workers. Over 11'million workers in this . OJ!UtJ'-'' 
country owe their jobs to expoi;£s. -~ Tfiese:=).~~x_higher ---+

[ ~li~i~Th-im~~r~H;M~:~e. EVerY~.~J 
3. 	 Trade is increasingly important to U.s. agriculture. 3' ~u 

• Farmers today face a simple dilemma: E~ch year, the 
combination of hard work and techno}.,9.qiFal inn..c;:>vation .make 
American farmers more. productive. --At the 'same time, the 

. U .? i.12.2l2.ulat~6ria is stqB~ unle~s we fin~iJl5!:!,,~.~~:..1:Sets. for 
Amer1can agr1culture -- pr1ces w1ll fall. : -----. 

~h~!~e~~~mt~~~~s-inw:m:~I~~~:C-i~d~~Po-i~o~ery ~ 
. 	 wnea't-;-''-4t%''''''"'OTOurr~34% of our soybeaIis, 21% of our(. corn, and 38% of our cotton. 	 i 

" 	 ' 

, • !
4. 	 This,Administration is committed to open1~g markets for U.s. 

farmers ,-- in big and small ways ~ :; 

, 	 I . 
, 

I:
, 

• The Uruguay Round: The Uruguay Round r~presents the 
broa~,s.t....trgpe agreement ih history. With, ithe largest tariff 
reductions ever -- its the: equivalent. of' a $l.4..0......k2il..1ion 
glo~~_cut. It is projected to add$~OO to $200 billion 
to"lLJi~~t when f~ll:t, ilT!~mented. ,~""~'-"-"''''' ~ 

• Ag 	j§~.9_,wj...un~"""in'Mt~~mu.rugllay.".,F.ound:.1 F~r the first 
time, agriculture will be, rubj7ct t<;> GAT~.~,Q"i~iplines. 
The 	Round helps lev€LJ,._j;~.1l1~y",J,;!19~,L~,~J-~<;!-,-t8X.U ..S.,:f.9,r.lt\ers by 
a:~t,~Ltl;1.e"S.llbsjdies that have given:bpr competition an 
unfair advantage: : : 	 " i i 

. . , 	 , ;,[ 
-- E~p,?rt SUbsidies:: : The ur':lguay Ro~nd require~ort 
sUQ,;j1dJ,es to be reduced 36% 1n termsi:of budgetary 
outlays and 21% by v!='lume wi thin six: 'years.

• . , . 	 I;, 

-- Domestic Sub.idie~~ The Round re~uires iqternal 
fax;m_p.r.Q.gJ;.9J!,l...§..,...t'p-J;>.g~, f 0% over six'years.M..... 

~ 	 . ~~!I 

u.s. 	Gets credit for Past Cuts: Because the U.S.® -~ 	reduced its farm pro~~ams dramatically in the '85 and 
'90 farm bills, we go~ credit for cuts already made. 

-.... ~ II"~. ~~ .. i ' >-»w,,-;;!<.." ..-..... ~-"'<',.,..yk;y1 
I' 

-- .Market Access1· the Uruguay Round! :requires all 
signatories to conve~~ all nontariff: tr~~i~rs to 
ta~~\Jivalents ';lnd ~hen,.E.£duc~" !bem by 36% over six 
years. This is a b1g, W1n for U.s. e~portg . 

. , 



, ., 

. ·1 
,; I 

• The Nl>FTA: The temporary decline in ~Jico's purchasing 
power will affect their p~tchases in the ~hort term. But 
the trends in Mexico strob~ly favor U. S '.', i~9. exporters. The' 

:~~i~~~~, !np~!~1~~_~"~~M'T!i''<~;:~~~~;~~~~~3~1~ ~~: ~~!~
<time, Mexico has only abo:u:t .7 acres of :a;rable land per 
person -- compared with ~.~in the U.S .. ; 


! ! i, ~, 

• ,i ,t I , ,:

• The fact rema1ns that N;A1FTA glves U. Si.' :farmers preferred 
access to an enormously important:-marK'8t"~~"'M'wegcrra~=taste of 

-'--"~"'''''''''' .,' ",""'~" "-:t"'~'''''_~,, .,'('"4>~""~Y'4iy'''';C'00'',,~~,,_, ;,;, 1 ;,~_4,"'¥';__ :_____:;"<"_'~"M:_:_~i':'~\., ~"""«'""",_"" " • 0"' 1 ,: . '

Mex1co'.S potent1al before ~he peso cr1S1S: In the f1rst ' 
year of NAFTA, U. S. ag ex'ports reached a.: xecord $4.5 billion 
-- up 25% fro~,,!he;'yreyio'u's year. 'Beef: ,and corn were the 
biggesrwlnners. But other signifi!?a~:i:TrS""were made in 

", ""7:1it0S.~ '''."<"/w'v,,'-.' >, .),_,'. " " I

pork I poultry, fresh and 'processed , fruit. ,II vegetables and 
diTs~eea~pMroducts . " . : :.1 

• The Example 'of China __ jopening Markets,1 through Bi'lateralI 

Negotia~ions: USTR -:-- tog:ether with US[)AI-- are committed 
to tear1ng down barr1ers ,tic u. S. ag expo:t:ts. In the past 
six weeks,' we've achievect: !some small -;--bilit significant 
progress with China. I ~ . 

',I • ~~:t 

• In March, I traveled td ~eijing with b~~A officials. 
During my visit, the ChiI1e:se agreed to stepped-up 
negotiations on several, im'portaht produpt$.

1,'1 .~~",,";' 

, 1 
, • " • I .;'1

.• Two weeks ago, USDA and USTR negot1ator,s,reached new.. 
_>PX,Qt9c£tl~.l1i;tt..,wj.Jl alloW; :the export --, f~r!:1!5L!1xs't time , 
.- 0 f chEU::~~{J:,9Jri:':¥_aws~Fn,gtoh·~rt"a~e'~'Cl~·a7T:appr~~o::egon 
qnQ Idaho. We also ~greed; to a t1~~1~D~,,",L:tQr§;q1ent1f1c 
tests that we hope w111 pave the way for ,the export of 

• .••• "I ' tobacco, stone-fru1t and Qal1forn1a c1trus. 
",,,,,~""t(T¥.W~"I1 '! i

.' . . : , II 
• These new agreements are examples of th~ steps we take on 
a day-to-day basis that ~ake a differen~~!for U.S. farmers. 

5. 'We're seeing the results :df our efforts·::, 
. '. .: : ": ;! • 

• The gOQd news 1S that t:he world needs,. what Amer1cansgrow. 
The Department of Agricul~ure estimates~that U.S. exports ot 
agricultu'ral goods will re.ach a record l~velof $48.5' . 
billion this ye~r. That~~ an increase b~lalmost $5 billion 
over last year -- and despite an expecteq drop in sales to 
Mexico: : ,; :.1 

;" ,i I 
, ' 

t I • I I •

• with the except10n of ~ex1cof we expect th1s year to 
expand .farm exports t5 al.,most every regidh in the world., '.' II ' 
• We hea.r a lot of talk ~bout U. S. trad~' !def icits. .1' m 
happy to say that U.S. farimers and related jndustry this 
year. will create an estirrt~ted $20' billi,on trade surplus 

I I: 

I' 



, I 
, , 

the largest since 1982. 

Q&As for Ag Broadcasters 

Q: 	 will you extend the TRQ on; Canadian wheat 'after this fall? 

A: 	 The Jointti.S.~CanadaGrai~s Commission ~ill issue its 
report in June. Obviousl~, the best outc~me is ,for them to 
develop a solution acceptaple to both sides. 

[If pressed:] 	 , 

,I 


• If,we are unable to find an acceptabl~ solution by 
September, I believe the t:ariff-rate quot'as should stay in 
place. 

[If pressed:] 

• We are currently reviewing the legal dption~ available io 
! us. 	 1 

,~ I I 

Q: 	 How does USTR plan on dea~ing with subsidized gluten imports 
to the U. S. from the EU?, : i: :; 

,'I 
A: 	 My office has been consulting with the u..i;;. wheat gluten 

industry, and we were recently visited by;the EU industry. 
We are seeking clarification about a numb$r of questions 
that have been raised in these discussiorts. 

" ; 

, 

: i 

'1 " 

II 
.; 
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EXECUTIVE OFFICE OF THE PRESIDEN1J' 
I ',', Ii· II 

OFFICE OF THE UNITED S1ATES TRADE REPRESENTATIVE 
, 	 ! : I : iI 

WASHING1qN, D.C. 20506 ' J! 

! I,
1 ~, 

,;1 
, I : ~, j: 

Junei6, 1995 i . :,
! ,. 	 i ':I • 

, 	 ;' 1'1 
MEMORANDUM FOR AMBASSADOR CHARLENE BARSHEfS{(Y , 

I 
THROUGH: Phyllis Shearer Jones ~ 

I I 

i ,I 	 ,FROM: Claytonpa~ I I 	 , I. 
i''.il \! 

SUBJECT: Des Moines Chamber ofCommerce Address 
I I 

. : I 	 .. :' 

Unfortunately, I was unable to come up with~ny Des Moines speciflcl/examples of export success 

stories. Iowa as a whole is extremely concenieo with agricultural and: processed food trade. 

However, the Des Moines. Chamber seems to:be keen on promoting·tQ~ state and the Des Moines 

area as being active in a number of non-agriculfural areas. These include financial services such as 


': 	 ' !,I 
i~ce, as well as manufacturing industrial:machinery, cons,Ymer: ap,pliances. electric and ... 

eh~~nic equi~ent and. scientific measuring:equipment. In light qftliis, you may wish to : 

emphasize the following points: :: •i. li 


, : I 	 !' ;: 
.. , j', 

• 	 500,000 people live in the greater Dd Moines area. According,tothe Chamber of 

Commerce, the Des Moines metro areia !has generated 70,OQO flew jobs in the last decade,' 

including 7,600 new jobs in 1994. : i '. :J 

. 	 i I : ' • 

C~~~;a~'Yal~&~~in the Des MOi~ei metro area have +~3~t 1 . 

'. 	 . fl' -:'\ >' . LJ""" 
• 	 The single biggest non-agricultural se~tbr is probably nsuninc:. 'By~ accounts, Des.-::.._ j:~ J 

Moines is s~cond onI to Hartford, Connecticut in the .r.?f insurance-c6mpanies111at A!It! .. 
, are headquartered there. (You may wi~h to give an up ate on t e negotiations.) U 1((, 

, 1 	 " 

I " I' 

. 	 • . ' .' ., ,j 

• 	 Based upon 1993 export figures, Iow~'ssingle largest expofit sector, s 

food and agricultural products combirie~, was industrial rriachiIJ.eJ:Y an com ut s. ___ 

According to 1993 export figures, thi~ ~ccounted for over $ ~ million 


.. 

• 	 Since Iowa .~xports a nu 

Commerce is liable to be concern in the current auto 

and auto Palts dispute. ' A

[. !I hope this information is helpful. 
~~. \ . 1 ~ c~\l V\ i 

I I 	 , I. . 
. *based upon 1993 export figures 

,:. i 

, ! 
, ' 
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From: Carol Chernish 
To: JONES PHYLLIS, USTR DC.r 
Date: Monday, June 5, 1995 1:19 pm 
Subject: Des Moines Facts MORE 

, , ' 1 

Just got put ,together that Charlene will aa(jress a Des Moines 
Chamber of Commerce group Tuesday at 3:45 in OEOB. It's one of a 
series put together by White House Public'Atfairs. She's talkin~ 
on trade gE:merally and Public Affairs will supply some political 
info for her talk, but she' s: asked for help, 'from your department 
regarding exports, record of activity/growth, etc., like Clayton, 
et aI, put together for a talk she did to'a:Sacramento Cofe group 
not long a90. ' 

Sorry for the short not "but 's short for her, too! It was 
to be done byAmb. Lang, but he has to dash' 'of f to Geneva. c 
Public Liaison just sent ovet a package. Let me know if you need 
to see it. It's a start! c 

CC: PARKER CLAYTON, r: 
I I 

,,. 
J 

I 

.1 : 
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June 5, 1995 
1 1; 

MEMORANDUM TO AMBASSADOR CHARLENE BARSHEFSKY' , 

FROM: 	 MARILYN YAGER 
SPECIAL ASSISTANT TO :THE PRESIDENT" 
OFFICE OF P,UBLIC LIAISON 

RE: 	 BRIEFING FOR THE DES ,MOINES CHAMBER' ·bF, , COMMERCE 

DATE/TIME: 	 Tuesday, June 6 : 
3:45 pm (The briefing begins, ~t 3:30 pm. Feel 
free to depart "following your li"emarks.) 

, I 	 'i 
.1 : 

LOCATION: 	 Room 450 OEOB:' " I,, , 	 '" 	 , 

PURPOSE: 	 To provide a senior level briefing for the Des 
Moines Chamber ,Qf Commerce on'~ey business and 
trade issues. ' 'II 

FORMAT: 

Welcome/Moderator 

,opening Remarks 

Finance/Insurance Remarks 

: !. 

Trade ,Remarks 

Regulatory Reform 

I .. 

BACKGROUND: 	 ; i: 

i ! I 

Marilyn Yager 
I 
! 

Mark Gearari 
Assistant tb the President 
Director of! strategic Planning 
and Communications 

Undersecretary Frank Newman 
Department ?f Treasury 

'I 
II 
I 

Deputy Ambassador Charlene 
Barshefsky,' USTR 

Note: 10 -15 minutes comments 
and th~ni:fil you could take 5 
minutes ot lquestions and 
comments that would be 
helpful. 

; ; 

Sally Katzen 
Administrator, Office of 
Information

i' 
and Regulatory 

Affairs, OMB 

The Greater Des Moines Chamber of Commerce has planned their 
annual Washington visit for Tuesday, June 6 through 
Thursday, June 8. The group uses this' trip to meet with 



I 
, I 

1 	 . I ; i. 
their members of congres~, as well as Administration 
officials, to discuss key issues of concern to central Iowa. , . 	 ,

I: ! 

Although the Des Moines ,Ghamber largely:follows the U.S" 
Chamber when it comes to :positioning on.iissues, the Iowa 
chamber groups tend to be more moderate ~on the political 
spectrum than some of their sister gro,ups in other states. 
Iowa Democrats, however, took a beating .in the election last 
year, with the result tQat Senator Tom Harkin is the only 
Democrat left representing Iowa in Congress. 

, 	 , ,i,I 

The current Chairman of the Board of thejGreater Des Moines 
Chamber of Commerce is Tom Gibson (with .the Iowa Farm 
Bureau). The President 'and CEO is Michael Reagen, a 
longtime Democrat andfq~mer Secretary of Human Resources 
under both Democrati6 arid Republican go~krnors. One of two 
Vice-Chairs is Chuck Johnson, President and CEO of Pioneer 
Hy-Bred International, a ,strong Clinton supporter. 

I 	 , 
, I : 

This year I s trip will focus on the fol,~q~ing themes (from 
their materials): "j , ! I , 

o 	 Central Iowa's continued growth and economic 
development is dependent on the Federal government 
being a partner with the state and local governments 
and the private sec~or in support of targeted projects 
in central Iowa. 

o 	 The Chamber Federation supports efforts to reexamine 
costly and burdensome federal regu~ations and to reform 
or repeal those reg~lationswhere possible. 

I 
I 
I . 

o 	 All roads to the White House lead through Central Iowa. 
Iowa's first in the 'nation Presidential Caucuses will 
be of grea'Fer importance because ,t~e delegate selection 
process nationwide ,has been compr~ssed into the late 
winter and early spr:ing months, so:~andidates are 
increasingly dependent on their Iowa showing. 

I' 

Pr~-ll, the number one initiative by the Des Moines 
Chamber, is a project begun in 1993 to: ,qevelop a long-term 
economic planning process to help central Iowa succeed 
regionally and compete globally. Proj,ect 21 represents a 
coalition of 70 local governments, 240 Central Iowa 
communities, 14 colleges land universit1es, and 2,000 
companies. Project 21 works to improve ,our business climate, 
and 'quality of life. Additional information about Project 21 
is attached. 

As is the case in most' large agri-business centers, 
international trade is ~n.important issu~. However, you 
should keep in mind that because Des Moines is also a large 
financial center for the mid-west, there'is a keen interest 
in non-agricultural tra~~ as well. I have attached several 

I , 



--

, 	 . ;1 

items that the Des Moines Chamber provideq to their members 
prior to coming to· washington on the trade issues. 

It 	is our hope that you will address in, :y,our comments: 
., II 

o 	 Key Administration t~kde prioritie~ ~or the coming 
year. 

. 
: 

o 	 Key Administration accomplishments in the trade area, 
with special focus ohi agribusinesst~ade.

j' ~ .... ~' , 

i . 	 . 

Do not assume that these know anything about our 
accomplishments in the trade area -- often the U.S. Chamber 
newsletters report trade disagreements, rather than 
accomplishments. I 'I 

i 

Should you need any additional informatio~, do not hesitate 
to call. 

I, 

ATTENDEES: : i 
List 	attached. : 1 

/ 

. 	 ,i " j 

I j 
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